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ABSTRACT 

 

Financial Products over a period of time have seen many changes and product developments in 

India. A very fast growing and dynamic product in today’s scenario is Mutual Fund. Starting 

from 1964 with one of its kind first mutual fund offered by UTI in India, it has gone through 

many changes and even after Mutual Fund Regulations which came in existence in 1996 by 

SEBI, continuous changes are being taking place in this industry. Mutual Fund industry in India 

is at very infant stage and is growing very fast. When any industry is in this kind of growing 

stage, it sees many structural changes also. This is also happening with mutual fund industry in 

India.  

 

Due to many changes, this industry seems very dynamic in nature and come up with many 

changes especially related to regulations. One of the major regulations came in 2009 which 

shaken the industry players especially mutual fund distributors who were selling mutual fund 

products. This regulation was NO-ENTRY LOAD. Which means there will be no upfront 

charges to investors and so there will be no upfront commission to be paid to distributors who 

are selling this product. Due to this scenario, many distributors thought of not promoting mutual 

fund products and some have changed their line of business. So after six months of the 

regulations, mutual fund companies faced difficulties in finding “active distributors” and it has 

become a live topic.  

 

In this study, I have tried to check if this regulation has got impacted in positive term or negative 

terms. So, measuring impact of no entry load regulation have become crux of the study. For this 

study I have used inferential and experimental quantitative research for research work. After the 

in-depth questionnaire design and analysis, the outcome was positive that the no entry load 

regulations have impacted the industry positively as Asset Under Management of Industry has 

gone up. Also, despite the upfront commission ban, industry have moved to AUM linked 

incentive which is trail commissions. So overall it has impacted positively. 
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CHAPTER – 1 

 

Introduction 

 

1.1  Background 

   

In accordance with the Indian financial structure on the basis, inter alia, the four major 

components, i.e., financial markets, institutions, services and tools. Each component 

plays an important role for the smooth activity for the transfer of funds and allocation 

of funds. The basic concept of the financial system of India is that providing effective 

servicing of the capital market. The first generation of reforms started in 1991 the 

concept of LPG (Liberalization, Privatization and Globalization). 

   

In 1997, a second generation of reforms, still it is to include the reform of industrial 

investment, policy reform of the Budget, the ex- imp reform policy, changes in public 

policy, changes in the financial sector, changes in foreign investment structure on the 

basis of institutional investors, to make changes in the banking sector. In the model of 

economic development, adopted in India in the period after independence is 

characterized by a mixed economy with the public sector plays a dominant role and 

activities in the private industrial sector, measures of control weakened in the form of 
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from time to time. In the past two decades, was a phenomenal expansion of the 

geographical coverage and dissemination of our financial system. 

   

Now this era of expansion of the banking system is one of the major factors in the 

development of financial intermediation in the economy and increased financial 

savings in the economy of the progressive trade liberalization policies', was the main 

spaces of the capital market, money market and the financial services industry, 

including direct investment, leasing and venture capital, leasing and rental. In 

accordance with the development of the financial sector, as well as a second 

generation of reforms that the fruits of the financial sector. In addition, the need to 

provide effective services for the investor, basically, in this case, if investors supply 

small, that the point of view of a mutual fund are crucial for improving service 

delivery to small investors. The basic concept of the analysis for this study is to 

analyze the performance of the five star rated mutual funds, bearing in mind the 

weight of risk, return and assets under management, the value of the net assets, book 

value and prices the ratio of wages. A mutual fund, financial innovation is a unique 

way to mobilize savings, from small investors that allows them to enjoy the equity and 

other securities of leading companies with lower risk level, which otherwise is not 

possible for them. In other words, a mutual fund is a pooling mechanism to issue units 

to investors and investing in securities in accordance with the purpose, as disclosed in 

the Offer document issued by the relevant mutual fund company. MF - a vehicle for 

collective investment. When an investor participates in the scheme of a mutual fund, it 

automatically becomes a part of the owner of the investment, which took place in this 

scheme. Investors receive a proportionate share of the gain, as well as losses. A mutual 

fund companies to invest in stocks, bonds, bonds, money market instruments, 

securities. Originally, mutual funds were designed as investment options for retail 

investors, but now the corporate investors, as well as forming an important part of the 

investors until the mf industry in India registered a healthy growth over the last 15 

years, it is still very low compared to other brokers, banks and insurance companies. 
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1.2  What is Mutual Fund? 

 

All heard of mutual funds, as well as heard that they can be smart investment for 

almost any investor. What are they and how do they work? 

 

In the current situation, mutual funds are the most popular types of investment for the 

daily use of the investor. Why is that? Because they are investing to understand and 

they are easy to use -- in many respects, this "Investment for Dummies". 

   

Mutual funds - is not only an attractive feature for novice investors; the availability, 

versatility and ease of understanding of the structure of the mutual funds provides 

powerful investment vehicles for all types of investors, and may be suitable for a 

variety of savings and investment goals, including college and after retirement. 

   

 

Mutual Fund Definition 

A mutual fund is an investment security that allows investors to pool their money in 

one of professionally managed investment. Mutual funds can invest in stocks, bonds, 

cash or a combination of any of these assets 

 

The main types of protection, called holdings, combined into a single mutual fund, 

also referred to as the portfolio. 

 

Easier conditions, mutual funds, such as the drums. Each cart has certain types of 

stocks, bonds or stocks and bonds to the combine for one mutual fund portfolio. 

 

1.3  History of Mutual Fund 

 

The origin of the concept of a mutual fund dates back to the dawn of the commercial 

history. This suggests that the Egyptians and Phoenicians sold their shares in ships and 

caravans in order to risk-sharing with these risky enterprises. However, the real credit 

to the introduction of the modern concept of a mutual fund goes to the foreign and 
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colonial government Trust in London in 1868, after that, a large number of close and 

mutual funds were formed in the USA in the 1930s, in many countries in Europe, the 

Far East and Latin America. In most countries, such as the opening and closing of 

open type were popular. In India, it is gaining only in 1980, although he began in 1964 

with a group of Fund of India started its first fund, the scheme of 1964. A mutual 

funds had its origin in Belgium, not deep roots in mainland soil, but flourished when 

transplanted in the UK and USA surroundings. 

   

The genesis of the mutual fund industry in India can be traced back to 1964 with the 

creation of a Unit Trust of India (UTI) by the Government of India. Since then, the 

UTI is a dominant player in the industry. UTI, is regulated by special legislation, Unit 

Trust of India, 1963. 

   

The industry will be open for wider participation in 1987 when the state banks and 

insurance companies were permitted to set up mutual funds. Since then, 6 of state 

banks, investment funds. In addition, two insurance companies LIC and GIC 

established investment funds. The Stock Exchange of India (SEBI) has formulated a 

mutual fund (regulation) of 1993, which, for the first time, established a 

comprehensive regulatory framework for mutual fund. Since then several mutual 

investment funds established by the private and cooperative sectors. 

   

A strong financial market with a broad participation in a developed economy. With 

this broad goal of India first investment fund was in 1963, namely, Unit Trust of India 

(UTI), on the initiative of the Government of India and the Reserve Bank of India 

"with a view to promoting investment and savings and income, profits and benefits for 

the corporation for the acquisition, possession and disposition of securities' 

   

Over the past few years, MF industry has grown significantly. The history of mutual 

funds in India can be divided into 5 phases: 
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First Phase - The creation and development of Unit Trust of India - 1964-87 

 

Unit Trust of India enjoy complete monopoly, when it was established in 1963 by an 

act of parliament. UTI in the Reserve Bank of India and continues to act within the 

framework of the regulatory oversight RBI until two of the De- linked in 1978 and the 

whole control was transferred into the hands of the industrial development of India 

(IDBI). UTI launched its first scheme in 1964, was named the device Diagram 1964 

(US-64), which attracted the largest number of investors in one of the investment 

projects for many years. 

   

UTI launched more innovative schemes in the 1970s and 80s in accordance with the 

needs of different investors. He began to ULIP in 1971, six schemes between 1981-84, 

the Baby Gift Development Fund and the Foundation of India (India) of the first 

offshore fund) in 1986, The Mastershare (India) The first equality diversified scheme) 

in 1987 and monthly income (offering assured returns) during the 1990s. By the end of 

1987 in the UTI assets under management grew 10 times to Rs 6,700 crores. 

   

Second Phase – The entry of the public sector – 1987 – 1993 

 

The Indian mutual fund industry witnessed a number of state players on the market in 

the year 1987. In November 1987, the SBI mutual fund from the State Bank of India 

became the first non-UTI mutual fund in India. The SBI mutual fund was later, after 

which the Canbank mutual fund, the LIC mutual fund, the Indian Bank mutual fund, 

Bank of India mutual fund, the GIC mutual fund and the PNB mutual fund. In 1993, 

the assets under the management of industry increased to seven times to Rs. 47 of 004 

crores. However, the UTI has remained the leader with about 80% of the market. 
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Table – 1.1 Mobilisation of Assets Under Management 

1992-93 Amount Mobilised 
Assets Under 

Management 

Mobilisation   as   %   

of Gross Domestic 

Savings 

UTI 11,057 38,247 5.2% 

Public Sector 1,964 8,757 0.9% 

Total 13,021 47,004 6.1% 

    

Third Phase – The emergence of the private sector - 1993-96 

 

Permission for the private sector, foundations, including the foreign fund management 

companies (most of them penetrates through joint ventures with Indian Promoters) to 

enter the investment fund in 1993, provided that a wide range of investors and 

increased competition in the industry. Private foundations introduced innovative 

products, investments and the investor and the servicing of the equipment. In 1994-95, 

about 11 private sector funds started their scheme. 

   

Forth Phase – The growth and SEBI- 1996-2004 

 

A mutual fund industry has witnessed rapid growth and a more strict regulation from 

the SEBI after 1996. Mobilization of funds and the number of players operating in the 

industry has reached new heights, as investors have become more interested in 

investment funds. 

 

Investors are not guaranteed SEBI and the government offers tax incentives for 

investors, in order to encourage them. SEBI (mutual funds), 1996 was submitted to the 

SEBI that establish uniform standards for all mutual funds in India. The Union in 1999 

released all dividends, income in the hands of investors from income tax. The various 

investor awareness programs were initiated during this phase as the SEBI and the 

AMFI, in order to acquaint investors and make them about mutual funds industry. 
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In February 2003, the UTI Act was repealed and the UTI was deprived of its special 

legal status as a trust is formed on the basis of an act of parliament. The main 

objective of this is to collect all of the mutual fund players at the same level. UTI was 

reorganized into two parts: 1., 2. UTI mutual fund. 

 

Figure – 1.1 – Industry AUM Trend – Phase Wise 

 

Currently, Unit Trust of India operates under the name of UTI mutual fund and its past 

programs (as US-64, assured Return schemes) phased out. However, the UTI mutual 

fund is still a major player in the industry. In 1999, a significant increase in the 

mobilization of funds from investors and assets under management, which is based on 

the following data: 

 

Table – 1.2 – Gross Fund Mobilisation (Rs. In Crores) 

FROM TO UTI Public 

Sector 

PRIVATE 

CTOR 

TOTAL 

01-April-98 31-March-99 11,679 1,732 7,966 21,377 

01-April-99 31-March-00 13,536 4,039 42,173 59,748 

01-April-00 31-March-01 12,413 6,192 74,352 92,957 

01-April-01 31-March-02 4,643 13,613 1,46,267 1,64,523 
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01-April-02 31-Jan-03 5,505 22,923 2,20,551 2,48,979 

01-Feb-03 31-March-03 - 7,259 58,435 65,694 

01-April-03 31-March-04 - 68,558 5,21,632 5,90,190 

01-April-04 31-March-05 - 1,03,246 7,36,416 8,39,662 

01-April-05 31-March-06 - 1,83,446 9,14,712 10,98,158 

 

Fifth (current) Phase – The growth and consolidation – 2004 onwards 

 

The industry has also witnessed a number of mergers and acquisitions, and in recent 

times, for example, the acquisition scheme of the Alliance mutual fund, Birla Sun, Sun 

F&C mutual fund and the PNB mutual fund on the main mutual fund. At the same 

time, more international mutual fund players have entered India as loyalty, Franklin 

Templeton mutual fund, etc. There are 29 funds at the end of March 2006. This is a 

continuation of the phase of the growth of the industry consolidation and the 

emergence on the market of new international organizations and the private sector. 

   

Taking into account the lack of penetration of MFs, particularly in Tier II and Tier III 

cities, as well as the need for greater harmonization of interests of various 

stakeholders, SEBI a number of progressive measures, in September 2012, to "revive" 

The Indian mutual fund industry and increase the MFs' penetration. 

 

At the appropriate time, to succeed in reversing negative trends which, after the global 

melt and has improved considerably since the formation of the new government. 

 

Since May 2014, the industry has witnessed a steady inflow and increase in AUM, as 

well as the number of investor folios (accounts). 

 

In the AUM crossed the milestone, 10 trillion (10 crore rupees), 31 May 2014 and 

within a short period of two years, AUM size, crossed the Rs 15 crore in July 2016. 
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The total size of the Indian MF industry has grown from 3.26 trillion as of March 31, 

2007 The  15.63 trillion. On August 31, 2016, the High AUM and five-fold increase in 

less than 10 years old!!! 

 

In fact, the MF industry has more than doubled its AUM over the past 4 years  5,87 

trillion as of March 31, 2012 The  12,33 trillion as of March 31, 2016 and onwards to  

15.63 trillion. On August 31, 2016. 

There is no investor folios rose from 3.95 rupees folios on 31-03-2014 at 4.98 rupees 

on 08-11-2016. 

 

An average of 3.38 lakh new folios are added each month for the last 2 years, Jun 

2014. 

 

Growth in the size of the industry became possible thanks to the dual effects of 

regulatory measures taken by SEBI in enhancing the MF industry in September 2012 

and the mutual fund distributors to expand the retail base. 

 

MF Distributors provide much needed last mile with investors, especially in small 

towns, and this is not limited only to investors to invest in the scheme, but also in 

helping investors to stay on course through the bouts of volatility of the market and, 

thus, the experience in favor of investing in mutual funds. 

 

In fact, even despite the fact that the F. 2015-16 is not a very good year for Indian 

market securities, MF industry witnessed a sustained positive net inflows of 

investment from month to month, even if the FIIs pulling out. This was mainly due to 

the fact that "hand-holding" investors MF distributors, and convince them to stay 

and/or invest in the NAVs, when the market fell. 

 

MF distributors have also played an important role in the popularization of systematic 

investment plans (SIP) for many years. In April 2016 the number of accounts SIP, 

crossed the 1 crore mark, and now every month, retail investors to participate About 3 

Rs 500 through. 
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Figure – 1.2 - Growth of assets over the last 10 years. 

    

 

  

History of Mutual Fund in Foreign Country 

 

Historians are not sure about the origin of investment funds; some of them refer to 

private investment companies have launched in the Netherlands in 1822 of King 

William I as the first mutual funds, while others indicate that the Dutch merchant 

named Adriaan Van Ketwich, whose investments", established in 1774, perhaps, in 

view of the king. Ketwich probably theoretically that diversification will increase the 

attractiveness of investment for small investors with minimal capital. The name of The 

Ketwich, Eendragt Maakt Magt, translated as "Unity creates strength". The next wave 

of almost mutual funds are investment trust in Switzerland in 1849, and then similar 

cars, created in the Scotlandin 1880-s. 

   

The idea of pooling resources and distribute risks, using the private investment only in 

Britain and France, which makes its way into the United States in the 1890s. The 

Boston Personal Property Trust, established in 1893, was the first in a closed fund in 

the United States for the establishment of a fund of Alexander in Philadelphia in 1907 

was an important step in the development of the direction that we know that the 

modern mutual fund. Alexander Fund at the forum once in six months, and allowed 

investors to make payment on demand. 



11 

 

The Arrival of the Modern Fund  

 

The establishment of the Massachusetts investors in Boston, Massachusetts, heralded 

the arrival in the modern mutual fund in 1924. The Fund in 1928, in the end, spawning 

a mutual fund company, known today as the MFS Investment Management. State 

Street investors‘ confidence is not the custodian of the Massachusetts investors. Later, 

the State Street investors started their own fund in 1924 with Richard Payne, Richard 

Saltonstall and Paul Cabot at the helm. Saltonstall was also linked to the "Скудер, 

Stevens and Clark, outfit, which will launch the first without a load fund in 1928. A 

remarkable year in the history of the mutual fund, 1928 also saw the launch of 

Wellington fund, which was the first mutual fund in stocks and bonds, in contrast to 

the direct merchant bank style of investment in business and trade. 

   

Regulation and Expansion  

 

In 1929, were 19 Open Mutual Funds compete with nearly 700 private funds. With the 

stock market crash in 1929, the dynamic began to change as the highly-leveraged 

private funds have been destroyed, and small, open funds managed to survive. 

   

State regulators have begun to notice the fledgling mutual fund. The establishment of 

the Securities and Exchange Commission (SEC), the adoption of the law on the 

Securities Act of 1933 and the adoption of the Securities Exchange Act of 1934 put in 

place guarantees for the protection of investors: mutual funds should have been 

registered with the SEC and ensure the disclosure of information in the form of the 

securities prospectus. The Investment Company Act of 1940, additional rules, which 

require more information and seeks to minimize conflicts of interest. 

   

A mutual fund industry continues to expand. In the early 1950s, the number of public 

funds has exceeded 100. In 1954, financial markets have overcome their 1929 peak, 

and the mutual fund industry began to grow in earnest, adding some 50 new funds 

during the decade. In the 1960s the growth aggressive growth funds, with more than 

100 new funds and billions of dollars to the new resource. 



12 

 

   

Hundreds of new funds were launched during the 1960s, until the bear market of 1969 

the cooling of the public appetite for mutual funds. The money from the mutual funds 

as quickly as investors may redeem their shares, but also in the industry, later growth 

resumed. 

   

In 1971, William Fouse and John McQuown from Wells Fargo Bank established the 

first fund, the notion, John Bogle will use as a basis on which to build the Vanguard 

Group, a mutual fund powerhouse known for low-cost index funds. In the 1970s also 

saw the emergence of no load. This new way of doing business have had a tremendous 

impact on the mutual funds were sold and will make a major contribution to the 

industry. 

   

In the 1980s and 1990s came bull market mania and previously obscure fund 

managers have become superstars; Max Heine, Michael and Peter Lynch, the mutual 

fund industry gunslingers, has become a household name, and money poured into the 

retail sector investments at a stunning pace. The recent surge in tech bubble and a 

wave of scandals involving big names in the industry took much of the shine off the 

industry reputation. Shady deals in the main funds shows that mutual funds are not 

always benign attachments are controlled by guys who have their shareholders‘ 

interests in mind. 

   

Despite the fact that the 2003 mutual fund scandals and the global financial crisis of 

2008-2009, the story of a mutual fund is far from over. In fact, the industry continues 

to grow. Only in the US, there are more than 10,000 mutual investment funds, and if 

one of the accounts for all classes of shares, similar funds, fund of stocks is estimated 

in the trillions of dollars. Despite the fact that the launch of individual accounts, stock 

funds and other competing products, the mutual fund industry remains healthy and the 

Fund property continues to grow. 
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1.4  Mutual Fund Industry After No Entry Load Regime 

 

Evaluation of Mutual Fund in India Since 2009 

 

In the mutual fund (MF) of the assets recorded the highest growth in seven years to the 

corpus around Rs17 billion, despite the weak equity markets and difficult economic 

conditions from demonetisation and growth in world oil prices. 

 

For the year ended in December 2016, asset management companies, or AMC, 

increased their average assets of approximately 30%, investments worth at least 

Rs3.71 trillion in their portfolios of MF-the highest ever in absolute terms and as high 

since December 2009 as a percentage. 

 

The Fund house said while the folio was the rise in the course of the year, the average 

monthly retail investment, which, as a rule, pass through the systematic investment 

plans (SIP), shot up to Rs4,000 crore per month, this year, compared with around 

Rs1800- 2000 rupees during the calendar year 2015. 

 

"A sharp increase in the IFP was surprised during the year, which, of course, have 

contributed to the growth of the AUM," says Vikaas Sachdeva, executive director of 

the company "Edelweiss" Asset Management Ltd., but the flip side is that if the 

figures are divided, it shows that a lot of money, also passes through the ETFs and 

funds. 

   

In the course of the year, around Rs40,000-45,000 rupees from these two types of 

funds, this means that about 10% of the money may come from these two categories 

alone, and we believe that the ETF, likely to grow much faster in the coming days and 

beat justice schemes as more and more investors Learn about the benefits of 

investment in the ETF. 

   

"But it was very gratifying that sips are growing continuously and in the past year, 

often they are outflows or cost reduction at the expense of payments at once. People 
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began to shift from the concept of the lumpsum investment, sips, which means that 

this growth is sustainable. In fact, it is not surprising if, on average, the SIP flows will 

grow up to Rs10 lakh per month for two years," - said Sachdeva. 

   

"What is more important for the investor is the opportunity he should make money 

from the available channels. Currently, the interest rates go down, which means that 

fixed income is not so attractive. The real estate and gold are not fetching returns as 

before. Thus, the relative point of view, the Mutual Funds look more attractive as 

investment opportunities in the present time. Secondly, we clearly saw a shift in the 

perception of investors in the course of the year. A culture of equality as an investment 

class, of course, is growing among investors. They have learned to ignore the market 

in the short term, which means that people are bullish about the economic prospects in 

the long term. Investors began to look at the MFs as serious long-term investments, 

and not in the fast money-making route, Jain. 

   

On the other hand, the assets held by institutional investors grew 29% from Rs7.28 

trillion to Rs9.39 trillion during the same period. 

 

Sachdeva felt that going forward, if the market remains reasonable, in order to sustain 

the growth, AMCs should spend more on investor education, promoting digitization of 

MF transactions and work on strengthening the distribution ecosystem. 

 

The AMC it is necessary to determine the most effective way to distribute among the 

options, such as direct, rice and so on. In addition, it will be extremely important for 

AMC, ways to protect their income, growth of their assets and customer base in the 

next few days. 

   

Mutual Fund in World Perspective 

 

The global investment fund industry, assets grew more than 7 times during the past 

two decades, according to a new study, ICI. The document suggests statistical analysis 

- the first of its kind in the post-2008 financial crisis data the number of mutual funds 
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and assets under management in different regions around the world. It also details the 

preconditions for mutual fund, such as the strong, appropriate regulation and capital 

markets, as well as the main factors driving the growth fund, as, for example, the 

economic development of the country and the demographics and whether a country 

has a defined contribution (DC) plan which allows participants to invest in mutual 

funds. 

  

Strong Market Returns and Net Sales Have Driven Asset Growth Worldwide 

 

Globalization and the global growth of long-term mutual funds, comes to the 

conclusion that the mutual funds around the world are experiencing significant growth 

of assets over the past two decades, with $4 trillion in 1993 to nearly $29 trillion in 

September 2013. This growth reflects an increase in each of the four broad areas in the 

United States, Europe, Asia and the Pacific region and throughout the world. The 

categorized by regions:  

 

 The US market expanded by almost 600% up to $14.3 trillion of assets 

 European markets rose 640%, up to nearly $9 trillion. 

 The Asia Pacific fund rose 450% up to $3.3 trillion. 

 The Fund's assets in the rest of the world, including Canada, Chile and Brazil-grew 2 

200% up to $2.3 trillion in 

 

"Data paint a picture of a booming conditions for mutual funds," said ICI Senior 

Economist Chris Plantier, author of the report. "Despite the fact that local factors, such 

as the high profits on the Brazilian bond funds, and changes in the statistical reporting, 

some of the more exceptional growth in the rest of the world, the study shows that 

around the world, investors express a clear demand for mutual funds ". 

 

A Number of Factors Influence Fund Development 

The study also shows that several key factors for driving a mutual fund growth, 

including: 

 Increasing the level of economic development 
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 Deep and liquid markets 

 The existence of a plan of DC power system that allows participants to invest in 

mutual funds 

"in this report stresses that developed countries have aging populations, and 

developing countries will face similar demographic problems in the not-too-distant 

future", - commented the ICI Global Managing Director Dan waters. "We expect that 

demand for managed funds will continue to grow, and, in particular, investments in 

the participant-DC, in response to these trends. Because the DC plans to offer a 

transparent method of financing the pension that empowers people, giving them 

ownership and control, we believe that they will play an increasingly important role in 

the world". 

 

Figure – 1.3- Number of regulated open-ended funds worldwide from 2008 to 2016 

 

 

Middle Class Growth in Developing Countries Represents Growth Potential 

 

In the developing countries' populations, young, middle class, and investors better 

understand and desire to benefit from the domestic and international markets, 

diversification of mutual investment funds have the potential for rapid growth. 
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The report noted, for example, that although the population in Asia (excluding Japan) 

are relatively young, at the age of 65 and older is expected to increase gradually over 

the next 50 years. This factor, combined with the projections of the Organization for 

Economic Cooperation and Development that the global middle class will increase 

from 1.8 billion in 2009 to 4.9 billion in 2030, a large part of this growth will occur in 

developing countries in Asia - make it clear that there is significant potential for 

growth in mutual fund outside of the United States and Europe. 

 

The document explains that the per capita growth in the developing market countries 

around the world has the potential to significantly increase the demand for long-term 

mutual funds and stimulate the growth of industry outside of the United States and 

Europe as a whole. This growth potential is a natural consequence of the economic 

and financial development, in particular, the growing wealth, gross production and per 

capita income in many developing countries. 

 

"Investors in the Asian and Pacific region are becoming more and more familiar with 

the mutual funds as a valuable way to manage and grow their assets", - said the 

Qiumei Yang, executive vice president, head of the Asia and ICI. "In addition, the 

access to cross-border funds, although not currently available, evenly distributed 

throughout the region. We believe that if investors have access to a wider range of 

financial means, they will increase the use of funds". 

 

1.5 Current Scenario of Mutual Funds in India 

 

Assets under management (AUM) Indian mutual fund (MF) industry witnessed 

exceptional growth of 42% in the fiscal year 2017. According to the Association of 

mutual funds in India (AMFI), the AUM cult" has grown from Rs. 12.3 crore rupees 

in March 2016 Rs. 17.5 crore rupees in March 2017. The Quarterly Average assets 

under management (QAAUM), it was also registered in the qoq growth of 8% in the 

fourth quarter of the fiscal year 2017. The growth can be attributed to the strong 

retail participation and the common market. 
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The fiscal year 2017 proved to be a very good year for the mutual fund industry 

with investors in the Rs. 3.4 crore rupees through the category. The net investment 

flows out of the fluid, income and capital (including capital linked savings schemes 

or ELSS) category were for setting the Rs. 1.2 crore rupees, Rs. 0.96 lakh crore and 

RS. 0.70 crore rupees respectively. 

 

Equity category witnesses net inflows in all months of Financial Year 2017 

 

Equity funds (including the ELSS) net inflows of Rs. 8216 in March 2017, 

compared with Rs. 6462 rupees in February 2017. In March 2017, the assets of the 

funds (including the ELSS) reached a record high level of Rs. 5.4 crore rupees. The 

category of observed a month go to 4.5% and compared with the previous year by 

40.7%. 

 

In 2017, the total influx to the category of Rs. 70 of 367 rupees, net investment in 

each month. Retail trade in the fairness of the category is great, as the popularity of 

the systematic investment plan (SIP) route. According to the AMFI, the mutual fund 

industry added about 6.2 crore SIP-bills each month on average during the financial 

year 2017 (until February 2017), the average ticket size of Rs. 3 100 per cent.  

 

MF industry adds 77.4 lakh folios in Financial Year 2017 

 

The total number of folios at the end of March 2017 amounted to Rs 5.54, 1.9% 

higher than the February 2017, according to the Securities and Exchange Board of 

India (SEBI). In 2017, the investment fund industry 77.4 added 000 new folio, or 

about 6.4 lakh New folio every month, despite the fact that volatility in the general 

market conditions. 

 

March 2017 saw the largest number of folios added per month in fiscal year 2017 of 

10.1 rupees. The growth was due to the ELSS category, added 3.2 rupees folios in a 

month. Of the 10.1 rupees folios, 7.4 rupees from its own capital (including the 
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ELSS) category. Folio volume of fluid categories in more than twice, in 2017, 

offering retail investors are looking at this route the excess cash. 

 

SEBI survey throws light on investor behavior  

 

SEBI's Investor Survey (SIS) 2015 had some key findings on a mutual fund 

investor. Among 5356 respondents with financial investments, about 66% (or 3536 

investors) put money in mutual funds, MFs most-favored financial instrument 

among the Indian investors. The survey found that 42% of mutual fund investors in 

the regular investors; 60% of them prefer to SIP; 88% do not know that you can buy 

and sell on the Internet, but not often used; 24% use the exchanges and platforms 

offered by the stock exchanges for their investment; 58% stated that they will  

continue their investments even in market volatility, but only 25% hold their 

investments for three years. 

 

1.6  Current Scenario of Mutual Fund in Foreign Countries 

 

Over the past two decades, global investment fund industry, the thundering. The assets 

of the mutual funds have increased more than seven times, with US$4.0 billion in 

1993 to $28.9 trillion in 2013: Q3. This growth was transferred to a whole region of 

the world. The assets in the United States, mutual funds grew by almost 600% up to 

$14.3 trillion. The European Investment Fund industry, though smaller, grew faster 

than that of almost 620 per cent to nearly $9.0 trillion. The assets in the Asia and 

Pacific region, expanded 463% up to US$3.3 trillion. And, finally, in the rest of the 

world, which includes Canada, Brazil and other Latin American countries grew 2 

419% up to US$2.3 trillion. 

 

"Globalization and the global growth of long-term mutual funds", ICI Global new 

research, provides a broad overview of the asset growth, the number and types of 

long-term mutual funds in regions and countries around the world. The "Statistical 

analysis shows that the economic and financial sector are key factors in the long-term 

mutual funds. It also shows that countries that have defined contribution (DC) of the 
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plan participant-directed investments, including mutual funds, as a rule, more long-

term mutual fund. 

 

A strong, appropriate regulation is of fundamental importance for development 

financing. And although many influences, the three factors that are particularly 

important for the development of mutual funds as a savings. 

 

 The economic development of the country as per capita income, 

 A deep and liquid capital 

 investor; the use of DC plans as part of their pension savings 

 

Mutual Funds in the USA 

 

Most of us have a mutual fund and ETF assets as at the end of the year 2016 were in 

the long-term funds, funds of 56 per cent (figure 1.2). In stock funds, funds (those that 

invest primarily in the shares of the company corporations), 42% of the total assets 

and funds (those who invest in shares of non-US corporations) accounted for 14%. 

Bond Funds will take place on 22 per cent of us mutual fund and ETF. Money, hybrid 

funds and other funds, such as those that invest mainly in commodities- spent the rest 

(22%). 

 

Mutual Funds recorded $229 billion in net outflow in 2016, while other us registration 

of investment companies attract new investments. On the Net, investors buy the $199 

billion from the long-term mutual funds. Money and the net outflow of $30 billion 

dollars. A mutual fund shareholder reinvested $227 billion in profits, dividends and 

$213 billion in capital distributions, mutual funds are paid out in the course of the 

year. Investors continue to show high demand for stock funds with a net issue (which 

includes the reinvestment of dividends) for a total amount of $284 billion in 2016. The 

group of investment funds (UITs) new deposits in the amount of $49 billion, modest in 

comparison with the previous year and closed funds posted $922 million new shares 

on the network. 
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Mutual Funds in the European Country 

 

Investors who want to invest in European stocks have many options among mutual 

funds and ETFs. But first, check for the presence of a large part of the money in 

Europe. Many diverse global and international equity funds have a large percentage of 

its portfolio in the European stocks. For example, Dodge & Cox International Stock 

(the symbol of the DODFX), a member of the Kiplinger 25, was recently 60% of its 

assets in companies based in Europe (including the UK). 

If you want to without a load that the Fund owns nothing but European shares, 

consider T. Rowe Price European stock (PRESX). For the past 10 years, the Fund has 

gained 9.2% in annual terms, compared with 8.5% for the average European mutual 

fund. Tenerelli Manager Dina, as owning companies to receive a return on equity. In 

the past year, that led him to some Spanish and Italian banks that survived the global 

financial crisis. 

If the active management - it is not your thing, you'll appreciate the avant-garde of the 

European stock market index (VEUSX). The Fund, which tracks the FTSE developed 

Europe, conducts about 500 fish. But please note: the index is dominated by the 

British, French and Swiss companies, which account for 61% of the portfolio. At the 

Stock Exchange Vanguard FTSE Europe ETF (Vgk) tracks the same index. The 

annual cost of fund and ETF is only 0.12%. 

Another ETF, iShares MSCI EMU (EZU), the opposite tactics. This eliminates the 

British and Swiss stocks and owns only the share of the enterprises in 11 countries, the 

members of the euro zone. Their fees, at 0.50% per year, significantly higher than in 

the forefront. 

 

One question to ask about any overseas fund: Do not try to hedge against currency 

fluctuations? Only some of them, and some do not. That can make a big difference, 

depending on what happens with the dollar against the euro, British pound, Swiss 

franc and other currencies. In our list, Dodge & Cox hedge fund, in some cases, 

whereas T. Rowe Price fund. The most Index Funds, including ETFs, not hedge unless 

they are specifically for this purpose. 
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1.7  Comparison  

 

Analysis of Mutual Fund Schemes Investing Abroad 

 

For the purposes of this study, top 20 (twenty) best mutual funds were selected and 

analyzed in detail to assess the re-earned. For the analysis of the objectives of the 

study used secondary data available for these schemes. Data sources, research on the 

Internet, morning star, and money management and etc. 

 

The following table has information that the funds gave the best average annual return 

(%) during the previous three years. The data in the table below highlights the top 20 

schemes that gave the most 3 years compared with the CNX is excellent. This 

category of funds includes all types of foreign portfolio investment, Mutual Funds; 

 

 Direct the fund to invest in foreign markets 

 Fund of funds, which invest in several other mutual funds to ensure the international 

impact of funds, using the feeder route. 

 Hybrid - Hybrid global funds invest 60 to 70% of their housing in domestic companies 

and on the foreign market. 
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Table – 1.3 - Twenty (20) best overseas Funds on basis of Average Annualized Returns 

(in percentage) 

Rank Scheme AUM 
Return 

Year 1 

Return 

Year 2 

Return 

Year 3 

Average 

Annualized 

Returns 

1.     

TATA growing Economies 

Infrastructure Fund Plan B 

(G) 

52.9 48.6 26.8 16.4 30.6 

2.     
Mirae India China 

Consumption Fund (G) 
32.7 23.9 30.8 25.2 26.6 

3.     
ICICI Prudential Indo Asia 

Equity – Retail Plan (G) 
148.4 18.0 33.1 25.6 25.6 

4.     
ICICI Indo Asia Equity – 

Institutional Plan 
N.A. 18.0 33.1 25.6 25.6 

5.     
MotilalOswal Most Shares 

NASDAQ 100 ETF 
70.7 21.6 26.2 25.5 24.4 

6.     

Franklin India Feeder - 

Franklin US Opportunities 

Fund 

680.5 20.9 20.4 25.2 22.2 

7.     L&T Indo Asia Fund (G) 259.8 17.0 23.4 19.3 19.9 

8.     
TATA Indo Global 

Infrastructure Fund 
67.1 47.7 17.0 15.0 26.6 

9.     
Birla Sun Life International 

Equity – Plan B (G) 
111.8 12.4 21.0 16.5 16.6 

10.     
ICICI Prudential US Blue-

chip Equity (G) 
169.0 9.3 15.5 21.4 15.4 

11.     
JP Morgan Greater China 

Equity Plan 
114.2 11.1 15.1 19.0 15.1 

12.     
DSP Blackrock US Flexible 

Equity Fund (G) 
69.3 11.1 14.3 19.6 15.0 
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13.     
Goldman Sachs Hang Seng 

Exchange Traded Scheme 
7.8 7.6 12.5 15.6 11.9 

14.     
TATA Growing Economies 

Infrastructure Fund (G) 
16.2 21.2 17.2 15.1 17.8 

15.     
Mirae China Advantage 

Fund 
18.8 5.4 13.5 13.1 10.7 

16.     
Birla Sunlife International 

Equity – Plan A (G) 
62.3 6.6 8.5 13.7 9.6 

17.     
Deutsche Invest – Top 

Euroland (G) 
33.8 5.2 7.1 13.3 8.5 

18.     

Birla Sun Life Commodity 

Equity – GAP- Retail Plan 

(G) 

10.7 6.0 9.6 7.4 7.7 

19.     
Birla Sun Life Global Real 

Estate - Retail Plan (G) 
23.9 3.6 7.5 9.1 6.7 

20.     
DSP Blackrock World – 

World Agriculture (G) 
32.5 2.2 5.6 9.1 5.6 

  Return Sensex   5.7 18.6 17.2 13.8 

  Return Nifty   7.5 19.8 17.2 14.8 

 

It may be so that all categories of foreign investment mutual funds are in India. A 

variety of formats, in which they operate; As Direct Investment Fund  

 As Fund of Funds  

 As Feeder Fund  

 As Hybrid Fund  

 

In addition, you can see that the majority of the funds, which have given good returns 

to the market indexes are those that invest in new market companies in markets such 

as China, South Africa, South Korea, India, Taiwan, etc.) or funds that have invested 

leading companies of the USA. 
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Comparison - Returns of Indian Overseas Mutual Funds Schemes with that of 

Other Major Global Markets – USA and China: 

 

An attempt is also being made to understand the returns being generated in best of 

global markets and compare the same with the returns being generated by Indian 

Overseas Mutual Funds. For facilitating logical comparison of Mutual Fund Schemes 

across markets the following considerations have been made: 

 

 For comparison purposes, only the equity funds are treated as foreign mutual funds 

from India, mainly in the market of shares. 

 Comparison is done between the three markets. They are in India, USA and China. 

 Reason for selecting the USA is that has a modern and well-developed a mutual fund 

market in the world. 

 China is the second country in comparison of global income, this is the second largest 

economy after the United States. This also applies to the developing markets, which 

attracts and enjoy the maximum global investment attention in recent years 

 For USA great mixture of mutual fund portfolios, are considered to be in the U.S. 

stock market mutual fund portfolios are divided into large cap, cap and Small Cap, etc. 

The large combined portfolios were selected for comparison, large portfolios of the 

mixture are quite representative of the US stock market size, growth, and price. Stocks 

in the top 70% of capitalization of the American market shares are defined as a large 

cap. A mixture of styles in portfolios, no growth and no values. These positions tend 

to invest across the spectrum of American industry, and in connection with their broad 

exposure, the portfolios' returns are often similar to the S&P 500 Index. 

 In the short term (one year) shall be treated, for comparison, the longer the period, 

might be the impact of domestic economic/country/market factors, the return of the 

portfolio. So, for time comparison of one year. 

 Funds that are more or less the same portfolio from the same Fund of the house were 

not considered again to decrease the effect of the portfolio replication similarity on the 

return. 

 Together with the above consideration of only ten of the most productive capital 

Mutual Funds. 
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Table – 1.4 - Returns of Indian Overseas Mutual Funds Schemes with that of Other 

Major Global Markets (in percentage) 

India USA China 

Best Performing 

Overseas (Equity) 

Mutual Funds 

Annualized 

Return 

One Year  

Best Performing 

Overseas 

(Equity) Mutual 

Funds 

Annualized 

Return 

One Year 

Best Performing 

Overseas (Equity) 

Mutual Funds 

Annualized 

Return 

One Year 

Tata Growing 

Economies 

Infrastructure Fund – 

Direct 

49.60 
Golden Large Cap 

Core Fund 
12.00 

Neuberger Berman 

Greater China 

Equity 

16.24 

Tata Indo Global 

Infrastructure Fund - 

Direct 

48.60 

Wells Fargo 

Advantage Large 

Cap Core 

11.50 
Matthews China 

Dividend Investor 
13.60 

Mirae India China 

Consumption Fund – 

Direct 

25.80 

Large Cap Core 

Fund JP Morgan 

Tax Aware Equity 

Fund 

10.03 
AllianzGI China 

Equity 
6.83 

Franklin Feeder – US 

Opportunities Fund – 

Direct Plan 

23.60 
Glenmede Large 

Cap Core Portfolio 
9.69 RS China Y 6.40 

Motilal MOST 

Shares NASDAQ 100 

ETF 

22.20 

Prime Cap 

Odyssey Stock 

Funs D 

9.31 
Columbia Greater 

China I 
5.84 

ICICI Prudential 

Equity Savings Fund 

– Series 1 – Direct 

Plan 

20.00 

Vanguard 

Structured Large 

Cap Equity Fund 

9.06 
Invesco Greater 

China R5 
5.34 

ICICI Prudential Indo 

Asia Equity Direct 

Plan 

19.20 
Wilmington Large 

cap Strategy Fund 
8.61 Clough China I 3.89 

L&T Indo Asia 

Equity Fund- Retail 

Plan 

18.60 

Columbia Large 

Cap Enhanced 

Core Fund 

8.50 
Matthews China 

Small Companies 
3.60 

Birla Sun life 

International Equity 
13.70 

Vanguard Growth 

and Income Fund 
8.05 

Fidelity Advisor 

China Regio I 
3.55 
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fund – Plan B – 

Direct 

Kotak US Equity 

Fund – Direct 
12.20 

SEI Institutional 

Investment Large 

Cap Fund 

7.49 
Voya Hang Seng 

Index Part I 
2.61 

Source: (1) http://money.usnews.com/funds/mutual-funds/rankings/large-blend?page=2 

(2) http://www.moneycontrol.com/mutual-funds/performance-tracker/returns/international-

globalcommodities.html 

 (3)http://news.morningstar.com/fund-category-returns/china-region/$FOCA$CH.aspx 

 

Comparative Returns of Mutual Fund Schemes investing abroad with that of 

Similar Mutual Fund Schemes holding Equity Portfolio in India: 

 

There was an attempt to understand also returns to the best shares of mutual funds in 

India with returns in the Indian foreign funds. For the logical comparison of Mutual 

Funds, The following considerations: 

 

 For the purposes of comparison only equity funds are treated as foreign mutual funds 

from India, mainly in the market of shares. 

 For the Indian market shares of the Large Cap funds are considered for comparison as 

equity portfolio of the majority of the foreign system consists of a large cap of the 

known reserves. 

 Three Years is considered for comparison as short-term returns for Indian market 

depend on the Bull Run, the Indian stock markets is observed in recent times. 

 Funds that are more or less the same portfolio (from the same Fund House) were not 

considered again to decrease the effect of replication of the portfolio of the similarities 

in the impact. 

 Together with the above considerations only ten of the most productive capital Mutual 

Funds. 
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Table – 1.5 - Comparative Returns of Mutual Fund Schemes investing abroad with 

that of Similar Mutual Fund Schemes holding Equity Portfolio in India (in percentage) 

Large Cap Equity Mutual Funds - India Overseas Mutual Funds - India 

Scheme 

Annualized 

Return 

Three Years 

Scheme 

Annualized 

Return 

Three Years 

Escorts Leading Sectors – 

Direct 
33.6 

ICICI Prudential Indo Asia 

Equity Fund – RP 
25.6 

Escorts Growth Plan 27.8 
Motilal Oswal Most Shares 

NASDAQ 100 ETF 
25.5 

SBI Blue Chip Fund 27.2 
Franklin India Feeder – US 

Opportunities Fund 
25.2 

Franklin India Opportunities 

Fund 
26.6 

Mirae India China 

Consumption Fund 
25.2 

JM Multi Strategy Fund 25.8 
ICICI Prudential US Blue-

chip Equity 
21.4 

Birla Sun Life Top 100 25.7 
DSP Blackrock US Flexible 

Equity Fund 
19.6 

Kotak Opportunities Fund 25.1 
JP Morgan Greater China 

Equity 
19 

Reliance Focused Large Cap 

Fund – Retail Plan 
24.7 

Birla Sun Life International 

Equity 
16.5 

IDBI Top 100 Equity 24.3 
Tata Growing Economies 

Infrastructure Fund 
16.4 
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Above the table emphasizes that the returns generated by equity mutual funds in India 

- better than in the Indian mutual funds investing in foreign securities. This may be the 

reason for reducing corporate and retail interest in Indian mutual funds investing 

abroad. Returns to the foreign mutual funds in certain periods of time (in the past) 

were better than the Indian shares of mutual funds. These periods were those when the 

Indian stock markets were under pressure, while the global markets have performed 

well. One such year was the year 2013. Through the restoration of U.S. markets and 

improvements in global economic markets returns generated by the Indian mutual 

funds investing abroad, is higher than that of Indian shares of mutual funds. This was 

also a time when stock markets in India were subdued by the internal negative moods. 

However, on average returns on equity mutual funds in India - better than in the Indian 

mutual funds investing in foreign securities. 

 

1.8  Various Regulatory of Mutual Funds in India 

Mutual funds in India is governed by the Stock Exchange of India (mutual funds) of 

1996, as amended from time to time. All mutual funds must be registered with the 

SEBI. The only exception is the UTI, since it is a corporation formed under a separate 

act of parliament. 

The association of mutual funds in India (AMFI) is dedicated to the development of 

Indian mutual fund industry professional, healthy and ethical and to improve and 

maintain standards in all areas in order to protect and promote the interests of mutual 

funds and their units. 

 

AMFI, the Association of SEBI registered mutual funds in India all registered asset 

management companies, was registered on August 22, 1995, as a non-profit 

organization. 

 

Role of Securities Exchange Board of India 

The Security and Exchange Board of India was established by the Government of 

India on 12 April 1988 the interim administrative body to facilitate the orderly and 
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healthy growth of the securities the orderly and healthy growth of the securities market 

and protect the rights of the investor. It operates under the administrative control of the 

Ministry of Finance. With the SEBI was given the status of the regulatory 30 January 

1992 and Decree, later it was replaced by an act of parliament, the Securities and 

Exchange Board of India, 1992. The capital market witnessed a big growth during the 

1980s. It is always spend the investor and market capitalization, the various violations 

by companies, brokers merchant brokers, investment consultants participating in the 

securities market. Such illegal actions and unfair practices have undermined the 

confidence of investors and multiplied with the investor complaints. As an example of 

the violations include the presence of the self-styled merchant bankers, informal 

private placement, rigging at the prices of the informal premium in new issues of non-

compliance with the provisions of the Companies Act, a violation of the rules and 

regulation of the stock exchange listing, the delay in the delivery of shares, etc., the 

Government and the stock exchanges were quite helpless in addressing investor 

complaints due to lack of proper Criminal Code provisions in the existing legislation. 

 

Market intermediaries play a very important role in the development of the market, 

providing a wide range of services. The market intermediaries can be classified on the 

basis of the services provided to them. As a rule, they are classified as merchant 

bankers, stock brokers, bankers, debenture trustees, portfolio managers, registrars, 

questions, share transfer agents, functions, in particular in secondary markets. These 

institutions are regulated by SEBI. 

The implementation of the rules entails a multi-stage process control on-site and off-

site inspection, law enforcement through the initiation of proceedings, investigation 

against violations of rules and regulations, as well as the prosecution. Inspection of 

intermediaries is carried out directly from the SEBI or the stock exchanges, 

depositories, and so on. SEBI conducts inspections on a periodic basis, in order to 

verify compliance with the levels of intermediaries. It also conducts special/limited 

purpose inspections on the basis of complaints, reviews, monitoring reports, specific 

problems, etc. SEBI also sends the stock exchanges and DEPOSITARIES to carry out 

periodic/specific aim of inspections of their members/participants. In accordance with 
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the various rules, SEBI is looking for information from stock brokers, brokers and 

other intermediaries. 

 

Role of The Association of Mutual Funds in India  

 

About five years ago, in 1963, the Reserve Bank of India initiated a plan for the 

collection of funds from small investors and invest in shares, bonds and other wealth. 

It was started is regulated by the RBI. For such things, he began to trust them. Unit 

Trust of India. Through this trust he collected money from investors and investments 

in various areas as mentioned above. This starts the attracts, mainly small and 

medium-sized investors, because they do not want to follow the market and take more 

risk of investments to obtain higher profits. It was a lot of AMC began to plan such 

schemes, SEBI has taken control measures for mutual funds. Later AMFI was founded 

in 1995 and the beginning of IT services along with SEBI in the IT department. For 

the implementation of strict rules is formed by SEBI in the market AMFI is formed 

and keep the investors about the company scheme and its status. 

 

AMFI has developed rules and regulations, which SEBI rules and norms to be 

followed by the registered donkeys, management companies and in the paid service. It 

also develops documents should be prepared and submitted for consideration for each 

scheme AMC represents. The documents include all information relating to the 

investment plan, planning, and how the AMC plans to promote it. The AMC must also 

have their limits, to announce that the percentage of interest scheme can offer. It may 

not be very low, because it could not attract investors and could not be, nobody can 

predict the market. Each note that all mutual funds advertisements of one and the same 

slogan "A mutual fund investments are the victims of market risk" could not be 

missed. If the AMC is not following the rules, AMFI has all the right to measures to 

combat it. If any of the complaints received from one of the investors about the 

scheme or AMC, AMFI has all rights to explore it and the AMC to correct it, or 

sometimes to close, which creates additional problems and return on investment for 

investors with the bank. In short, The AMFI organization for the care of investors and 
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their investments. This makes the MF investments less risky compared to direct 

investments in equity. 

 

There are currently 42 companies registered with AMFI, asset management companies 

(AMC). There are three categories in accordance with the AMFI as Bank provided 

support to companies, institutions and the private sector. In accordance with the it subs 

divided in India, foreign and joint ventures. The Indian Bank has provided support to 

the company Robeco Canara Asset Management Company Limited, the SBI fund 

management limited have more trust for investment in the bank. IDBI Asset 

Management Ltd. and UTI Asset Management Company Ltd also trust, as they are the 

companies in this area very long years. 

 

 

The establishment of the category NOMURA LIC mutual fund asset management 

company limited only, which can also be trusted for without the risk of investment, as 

they do not try to attract people with false or hidden information. 

 

The private sector category consists of many companies like Axis Asset Management 

Company, the use of the capital, asset management company, ICICI Prudential Asset 

Management Company, HDFC Asset Management Company, the Trust Company in 

India to invest in their schemes. 

 

The above-mentioned companies - this is only a proposal, you need to examine the 

factors, investors, before you invest. 

 

The lists of all the members are listed in the information area in the AMFI Members 

Topics AMFI website. See, before investing in any company. 

 

AMFI Members: 

1. Aditya Birla Sun Life AMC Limited 

2. Axis Asset Management Company Ltd. 

3. Baroda Asset Management India Limited 
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4. BNP Paribas Asset Management India Private Limited 

5. BOI AXA Investment Managers Private Limited 

6. Canara Robeco Asset Management Company Limited 

7. DHFL Pramerica Asset Managers Private Limited 

8. DSP Investment Managers Private Limited 

9. Edelweiss Asset Management Limited 

10. Essel Finance AMC Limited 

11. Franklin Templeton Asset Management (India) Private Limited 

12. HDFC Asset Management Company Limited 

13. HSBC Asset Management (India) Private Ltd. 

14. ICICI Prudential Asset Management Company Limited 

15. IDBI Asset Management Ltd. 

16. IDFC Asset Management Company Limited 

17. IIFCL Asset Management Co. Ltd. 

18. IIFL Asset Management Ltd. 

19. IL&FS Infra Asset Management Limited 

20. Indiabulls Asset Management Company Ltd. 

21. Invesco Asset Management (India) Private Limited 

22. ITI Asset Management Limited 

23. JM Financial Asset Management Limited 

24. Kotak Mahindra Asset Management Company Limited 

25. L&T Investment Management Limited 

26. LIC Mutual Fund Asset Management Limited 

27. Mahindra Asset Management Company Pvt. Ltd. 

28. Mirae Asset Global Investments (India) Pvt. Ltd. 

29. Motilal Oswal Asset Management Company Limited 

30. PPFAS Asset Management Pvt. Ltd. 

31. Principal Asset Management Pvt. Ltd. 

32. Quant Money Managers Limited 

33. Quantum Asset Management Company Private Limited 

34. Reliance Nippon Life Asset Management Limited 

35. Sahara Asset Management Company Private Limited 

36. SBI Funds Management Private Ltd. 
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37. Shriram Asset Management Co. Ltd. 

38. SREI Mutual Fund Asset Management Pvt. Ltd. 

39. Sundaram Asset Management Company Limited 

40. Tata Asset Management Limited 

41. Taurus Asset Management Company Limited 

42. Union Asset Management Company Private Limited 

43. UTI Asset Management Company Ltd 

44. YES Asset Management (India) Ltd. 

 

1.9 Changes in Mutual Funds Done by SEBI Recently 

 

Recently, SEBI has taken some of the biggest changes in the rules of the Fund on the 

revival of the mutual fund. Some of the measures that are made, as they say, helping 

the AMC and distributors more investors. We look at the 6 major changes in the 

meeting and full detailed circular will come in a few days. 

 

Higher expense Ratio allowed 

Did you know that about 45% of the Mutual Funds money just from Mumbai? About 

87% of AUM in the mutual funds from the top 15 cities in India, which means that 

only a minuscule 13% Mutual Funds money belongs to the small town in India. The 

penetration in other parts of the country, very, very small and not encouraging. Now, 

SEBI proposes to increase the cost of 30 basis points (0.3%), if the funds have the 

opportunity to increase their reach to small towns in India and to increase its 

contribution to the 30%. In short, if mutual funds in a state of more than 30% of its 

AUM from other than the 15 cities in India, they can charge a 30 basis points cost is 

higher than the current account. The lower the contribution funds proportionally lower 

expense ratios. 

A large effect, is that right now, will be more cost for each. So, inflow from small 

towns affect the investors in the big cities. Investors from major cities will bear the 

burden of increasing the cost. 
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No internal limits in Expense Ratio 

A very big change for the benefit of the AMC - Remove the internal limits on the cost 

and what it can be used. It was a limitation on the AMC to charge up to 2.5% of the 

costs (up to 100 crores AUM), but it was only allowed to 1.25%, Fund Management 

and 0.5% for the distribution of fees. The rest was taken in their profits. This is earlier 

than, say, a mutual fund is 2.25% as the cost, then they must have been forced to 

allocate 1.25%, Fund Management and 0.5% for distribution. 

 

But now this amount limit has been removed and mutual funds, are permitted to 

allocate costs, as they want to. This means that you can now see more advertising, 

more commissions distributors and more aggressive sales. Although this is a very big 

changes that will make the AMC are happy, they will continue to have the test costs 

due to competition from another AMC. 

 

Putting Exit Loads back into the scheme 

You must be wondering what happened to exit the loads above, where did it go? When 

an investor has received from mutual funds, he was charged out of the cargo if he 

stopped up to 1 year. The money was not transferred back to the mutual fund, nor 

profit mutual fund. It actually moved into a separate fund, which was used for sales, 

distribution and marketing. But now, when investors out prematurely, all the output 

load, the money will be returned to the schematic and not be seen as an AMC profits. 

However, the equal number (maximum of 20 basis points) may be included in the cost 

of compensation for the AMC losses because of outgoing investors, which means that, 

in general, for the investors, on the one hand, "AUM gets increased (NAV increased 

marginally, since the output load of money coming back to them), and at the same 

time, they pay more in expense ratios, so that the net effect will be, no gain without 

loss for both sides. 

 

Direct Plans with lower expense ratio 

SEBI has directed that for each mutual fund should be equivalent to the Direct plan 

with lower cost. Therefore, for each mutual fund XYZ, now you will see the XYZ-

XYZ - direct. Therefore, XYZ will come with higher costs, and AAA-Direct will be 
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below cost. Many people who study of mutual funds and wanted to buy it on their own 

directly from the AMC through agents, and other internet distributors, this option will 

be cheaper and makes sense. However, many distributors are not satisfied and think 

that it will "kill" your business, all because that investors will simply invest in a 

straight line. 

 

Please note that SEBI has not yet clarified how less, at the expense of the ratio of the 

direct plans will be and if it will be mandatory for all and each of the plan or only 

some of the category. We need to await the final round, to find out. 

 

Service Charge will be paid by Investors directly 

 

The tax service is mutual funds. But now the tax service can be transferred to investors 

and charged to the AUM cult. Srikanth from the funds of India wrote on his blog, why 

it seems fair. 

 

Service Charge will be paid by Investors directly 

The tax service is mutual funds. But now the tax service can be transferred to investors 

and charged to the AUM cult. Srikanth from the funds of India wrote on his blog, why 

it seems fair. 

 

SEBI admitted that the tax service, still not covered by the AMC may now be 

transferred through the investors. In general, this is how it is done in all other 

industries. Who has received the invoice for the service will be familiar with the 

Service Tax extra caution to the quoted amount. The AMC provide a service (Fund) 

for investors, and will rightly start charging investors the necessary amount. This 

accusation is, however, likely to be 2-3 bps (according to the press release). My 

thought is that this 2-3 bits is more likely to be mixed the overall impact on the 

scheme. For schemes, it is likely to be higher, more in the 7-8 bps range for more 

funds and 10-12 bps range for small funds (service tax payable amount, the AMC gets 

to keep the costs, so it will be different from the AMC to the AMC and schemes to the 

schematic). 
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Financial Advisers and Distributors separation 

 

Very soon, the financial adviser Regulation enters into force. This means that there 

will be some minimum conditions of registration and guidelines for financial 

consultants. They will have to register with SEBI and separate body of regulators will 

soon be established for this purpose. Financial Consultant is a professional who 

advises its clients on investment as "cards". important distinction, he will not be able 

to get any money from commissions from the sale of financial products. If a person 

wants to sell financial products and earn commissions, then he will not be able to 

"advise" clients. But I, MBA, and a number of other professionals from this rule and 

even mutual fund operators, who have a valid code ARN, from this rule, because their 

main advice is seen as an additional part of their work. There is more clarity on this, so 

it is not complete. 

 

Let’s see all the changes and what effect it had finally on different aspects 

Table – 1.6 – Changes and its Impact 

Criteria Before Now 

Expense Ratio Charged 
Maximum 2.5% allowed 

(depending on the AUM) 

Now additional 30 basis points is 

allowed if the fresh inflows from 

smaller towns 

Internal Limits on 

Expense Ratio 

Internal Limits of 1.25% for 

Fund Management Charges, 

0.5% for distribution costs 

No internal limits now 

Where did Exit Load go? 

Earlier it went to a separate 

fund used for marketing and 

sales 

Will be added back to Scheme 

AUM, but will not benefit 

investors because of equivalent 

increase in expense ratio (limited 

to 20 basis points) 

Direct Scheme of Mutual Earlier there was no A new category called ―Direct‖ 



38 

 

Funds distinction between an 

investment made by agent or 

directly with AMC 

will be introduced which will 

have a lower expense ratio. 

Service Tax Borne by AMC Borne by Investors 

Distinction 

between Adviser and 

Distributor 

There was no 

distinction earlier 

The regulations are now coming 

in. Advisor and Distributer will 

be separated. 
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CHAPTER – 2 

 

Review of Literature 

 

 

2.1 Introduction and Structure 

 

There is a substantial volume of empirical work done on Mutual Fund‘s Style 

particularly Style Analysis. A lot of researchers have emphasized on importance of 

fund style in determining fund performance. We divide our discussion into four 

parts. The first part discusses studies on the determinants of mutual fund 

performance, the second part highlights the role of fund manager, the third part 

covers the concept of style and lastly the fourth part is based on studies on 

application of Style Analysis. 

 

The purpose of the study is to determine whether mutual fund attributes affect mutual 

fund performance. The previous chapter discussed the various dilemmas in this field 

and stated the hypotheses to be tested in this study. This chapter presents the literature 

review and shows that further research is needed. In the literature review, the 
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contradictory findings of various researchers are presented. Attributes such as 

management tenure, expenses, NAV, and size are examined and the different 

positions are quoted from the literature. Lastly, this section summarizes why further 

research is warranted in this field. 

 

As the amount of assets invested in mutual funds has ballooned, mutual funds have 

become more abundant and more attractive to study. The common thread connecting 

the overwhelming majority of studies in this field is an explanation of mutual fund 

performance. 

 

Since the inception and use of mutual funds, financial academics and 

practitioners have sought to describe their behavior. With billions of dollars invested 

for a short period of time, mutual funds have come to play an integral role in an 

investor‘s portfolio. Countless studies have been conducted attempting to describe 

the behavior of these mutual funds. This section introduces the various mutual fund 

attributes and their roles in influencing mutual fund performance. 

 

Before examining the literature specific to the mutual fund attribute/performance 

relationship, it is important to note the different topics within the mutual fund 

literature. The literature can be split into three distinct categories. The first category 

examines the characteristics of mutual fund managers themselves. This part of the 

literature examines whether or not mutual fund managers have great skill in selecting 

securities and timing markets successfully. Researchers such as Ferson and Schadt 

(1996), Henricksson (1984), and Treynor and Mazuy (1966) have examined the 

ability of mutual fund managers to select securities and time markets successfully, 

but there is little evidence that supports the notion that they possess such skills. 

The second segment of the literature deals with performance persistence, where past 

performance could possibly predict immediate future returns. This phenomenon 

is also known as the ―hot hands‖ phenomenon. The topic of persistence is a subject 

for debate because there are many conflicting views among researchers (Cahart, 

1997; Grinblatt et al., 1992; Hendricks et al., 1993). The third segment of the 

literature deals with the predictive attributes of mutual funds, excluding past 
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performance. According to Peterson et al. (2001), this segment of the literature is 

much sparser than its other two segments, which examine the persistence and market 

timing/securities selection skills of the mutual fund manager. The relatively small 

number of studies that examine mutual fund attributes and their effects on 

performance demonstrate this. Although the two segments of the literature not 

dealing with mutual fund attributes are noteworthy, this study agrees with the 

researchers examining the attribute/performance relationship who claim that a better 

understanding of these relationships will give practical value to lay investors as well 

as contributing to the literature and attracting more research into this field of study. 

This section presents a summary of the literature dealing with mutual fund attributes. 

 

2.2 Determinants of Mutual Fund Performance (Overall Factors Affecting Mutual 

Fund Distribution Channel) 

 

Mutual fund is a trust that pools the money of the investors and invests it in the 

marketable securities. The capital appreciation, thus generated is distributed among 

the unit holders in proportion of the units held by them. Performance of the mutual 

fund is measured by the Net Asset Value, (NAV) of the fund. It has been found that 

the NAV is affected by various performance indicators and understanding the 

relationship between mutual fund performance indicators and its performance helps 

investors to make informed mutual fund investment decisions (Ran aria, 2013). 

Mutual Fund investors are always trying to find some indicators which can be used 

to predict the performance of mutual funds in order to have more chances to pick 

the best fund among the many which are found in the market (Yi, 2009). It 

also helps mutual fund companies in taking investment decisions and is useful for 

mutual fund regulatory bodies in framing policies. These relationships have been 

widely studied by scholars and practitioners. 

 

According to Wermers (2000), Coval and Moskowitz (2001), Jan and Hung (2003) 

and Papadamou and Stephanidesz (2004), the returns of the mutual funds can be 

predicted on the basis of their performance indicators like performance persistence, 

turnover, expense ratio, asset  Size, load fee, investment style, mutual fund 
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manager and ownership of the mutual fund. Lin (2006)  examined three  types of  

Taiwan  mutual  funds  over  various investment horizons. The explanatory variables 

included in the study were nav, current yield, turnover rate, expenses ratio, and 

load charges. From the analysis, it was evident that expenses ratio negatively 

correlated (Beta = -4.8556) when performance was evaluated for a 3 months horizon 

and positively correlated for other investment horizons. There is no statistically 

reliable relation between the performance with current yield, turnover ratio, and load 

charges. He concluded that aggressive funds appear to be more attractive for both 

short-term and long-term investments and performance of the fund was negatively 

correlated with expenses ratio and positively correlated with net assets value. 

Ferreira et al, (2011) studied the determinants of mutual fund performance using a 

new data set of 16,316 open-end actively managed domestic and international equity 

funds in 27 countries.  They concluded that mutual funds underperform the market 

overall, but performance persists on a short-term basis. Domestic funds outperform 

international funds, and U.S.- domiciled funds outperform funds elsewhere in the 

world. Fund age and fees are negatively related to performance, while funds that 

belong to large fund families, solo-managed funds, and funds distributed in several 

countries perform better. Country characteristics also help to explain fund 

performance. Domestic funds located in developed countries, especially those 

with liquid stock markets and strong legal institutions, display better performance. 

 

 

Murcia (2011) found that the larger the market share of the fund management 

company, the lower tends to be the yield, and that the funds of management 

companies belonging to banks and savings banks also tend to show higher 

yields. Conversely, variables specific to a fund, such as size or age, do not seem to 

have a bearing on its performance. See and Jusoh (2012) identified these factors as 

risk, fund size, management expense ratio, turnover ratio and fund age and examined 

the effect of these fund characteristics on fund performance by studying 69 

Malaysian equity mutual funds representing 44 conventional funds and 25 Islamic 

funds over the period of five years. The hypotheses were tested using several 

regression analyses to see whether these have significant relationships with 
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fund performance. The results showed that higher risk fund provides higher return. 

Those funds which spent more on research expenses give superior return compared 

to those that spent less. The findings also show that young funds performed better 

than old ones. However, fund size and turnover ratios were found to have no 

significant relationship with fund performance. Overall, the results indicate that 

investors should focus on young funds and select fund based on his/her preferred 

risk level. Fund managers should understand the characteristics that will affect fund 

performance and develop strategies on how to increase their funds‘ performance. 

 

A number of studies have focused on separating the returns of portfolios into 

components from long-run strategic asset allocation and active management 

decisions such as security selection and market timing. There is broad agreement that 

long-term asset allocation, that is how a portfolio is allocated across asset classes, is 

the primary determinant of portfolio returns (Christopher, 2010).  According to him 

category, style or sector focus, manager skill, and the fee structure determine a 

mutual fund's performance. We now discuss the primary factors one by one. 

 

 

2.3 Performance Persistence 

 

Performance persistence means that the future performance of mutual fund can be 

predicted through their past performance. Persistence can be positive or negative. 

Positive persistence means if a mutual fund has performed well in the past, it will 

continue to outperform in the future. Similarly, negative persistence means that if a 

mutual fund has not performed well in the past then it will continue to 

underperform in the future as well (Ran aria, 2013).  A study done by Sharpe 

(1966) supported the persistence in the performance of the mutual funds. Grinblatt 

and Titman (1992) found positive persistence in the mutual funds. Later, Grinblatt 

and Titman (1993) confirmed the existence of both negative and positive 

performance persistence in the mutual funds. According to their study, if a mutual 

fund has not performed well in the past then it will not give good returns in the 

future and if the fund has performed well in the past, it will continue to perform well 
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in the future also. According to Carhart (1997), Chen et al., (2000) and Rao (2001), 

positive persistence is there in the mutual funds but only for a short-term period i.e., 

one year or less. However, Elton et al. (1996) and Drooms and Walker (2001) found 

the evidence of positive persistence up to three years but no evidence of the positive 

persistence was there beyond that period. On the contrary, Jan and Hung (2004) 

claimed that if mutual fund performance persists in the short run, it should also 

persist in the long run. 

 

2 . 4  Turnover Ratio (Investment Flow) 

 

Centre for Research and Security Prices (CRSP) has defined the funds turnover 

as, minimum of aggregated sales or aggregated purchases of securities, divided by 

the average 12-month total net assets of the fund. This ratio is expressed as a 

percentage of the fund. (http://www.crsp.com /products/ documentation /fund-style). 

Ippolito (1989) and W er m e r s  (2000) show that high turnover mutual funds 

dominate low turnover mutual funds in terms of the performance. According to 

them, although high turnover funds incur substantially higher transaction costs 

and charge higher expenses, they hold stocks with much higher returns than 

low- turnover funds. Jan and Hung (2003) found that turnover affects the 

performance on the basis of investment objectives. According to them high- turnover 

funds performs better than low turnover funds for aggressive growth equity funds, 

long term growth equity funds, global bond funds, high quality municipal bond 

funds, mortgage backed market funds, sector funds and special funds. 

 

On the other hands low turnover funds are performing better than their high turnover 

counterparts among international equity funds, high- yield money market funds and 

precious metal funds.  Dowen and Mann (2004) supported the conventional 

wisdom that high turnover reduces the overall performance of the mutual funds.  

They found the existence of the economies of scale in the cost structure of the 

mutual fund industry. According to them, the cost ratios for the individual funds 

decrease as the number of funds controlled by the asset manager increase. Nathan 

Rule (2007) constructed a model which indicated that funds with higher annual 

http://www.crsp.com/
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holdings turnover and lower worst 3-year returns had higher year to date returns. 

Some studies such as Dorms and Walker (1992, 1994 and 1996) suggested that the 

investment performance is not related to turnover rates for both domestic as well as 

international funds. 

 

2.5 Expense Ratio (Distributor Expenses) 

 

As described by the Centre for Research and Security Prices (CRSP), it is the ratio of 

the fund‘s operating expenses paid by s h a r e h o l d e r s  t o  t h e  t o t a l  

i n v e s t m e n t  ( http://www.crsp.com/products/documentation/fund-style).    These    

expenses    include    recordkeeping, custodial services, taxes, legal expenses, 

accounting and auditing fees and the marketing cost referred to as a 12b-1 fee. 

According to Securities and Exchange Commission, 12b-1 fee is an annual 

marketing or distribution fee on a mutual fund. It is considered as an operational 

expense and as such is included in a fund‘s expense ratio. The maximum limit for 

this fee is 1 percent of a fund‘s net assets. Droms and Walker (1994) and Grinblatt 

and Titman (1989) found that there is no relationship between expense ratio and 

mutual fund performance. According to their study, for mutual funds, expense ratio 

being high or low does not have any impact on their return. However, i n    an   

earlier   study, Ippolito ( 1989)   confirmed a    positive relationship between mutual 

fund expenses and performance. Amphora and McLeod (1994) argued in favour 

of high expense ratio for the better performance of the mutual funds. They supported 

the Rule 12b- 1 expense of the mutual fund. According to this study, Rule 12b- 1 

expense includes additional growth and provides benefit to shareholders from 

economies of scale. In some other studies done by Dorms and Walker (1995, 

1996), it was found that the higher expense ratio results in higher returns. The logic 

given by the authors for their findings was that, the higher expenses are consistent 

with the higher risk within the portfolio and hence may result into higher returns. 

On the contrary, Philpot et al., (1998) found that mutual funds with higher 

expense ratios give lower returns.  According to their study, mutual fund 

managers are not able to increase the returns of their portfolio by spending resources 

on active management i.e., analysis and trading activity, prediction of market 

http://www.crsp.com/products
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efficiency etc. In another study, Jan and Hung (2003) found that, low expense 

mutual funds are giving better returns than the high expense mutual funds. 

Overall smaller funds with lower expenses ratios tend to generate consistently 

better performance and these results were consistent with Carhart (1997). 

 

2.6 Asset Size (Investment Flow) 

 

Asset size of a mutual fund is the total market value of all the securities held in its 

portfolio (Ranparia, 2013). Association of Mutual Funds of India has described it by 

the Asset Under Management of the mutual fund. Chen et al., (1992) found that 

larger funds performed better than small funds. According to them, large fund 

managers possess better stock selection capability and hence, lead to better 

performance of the fund. Philpot et al. (1998) and Dowen and Mann (2004) 

found that over time mutual funds exhibit economies of scale. This leads to better 

returns for larger funds. Annaert et al., (2003) argued that outperformance of a 

portfolio compared to benchmark perhaps purely because of chance. Thus, they 

decomposed the deviation from their expected return into a noise component 

and an efficiency score, which would be 100 percent if the fund exhibited no 

underperformance. The Bayesian Frontier approach was used for decompose.  They 

found that European equity funds efficiency was positively related to fund size and 

apparently large funds outperform small funds that perhaps indicate the existence of 

scale of economies.  However, Indro et al. (1999) suggested that a relationship 

between fund size and performance exists in a linear sense. When funds first 

start out, their growth provides cost advantages because growth increases net 

returns. In addition, most cost and expenses do not rise in direct proportion to the 

fund size. They have found that when a fund reaches optimum size, marginal returns 

begin to decline or become negative. 

  

Jan and Hung (2003) through stochastic dominance approach found that large funds 

are giving better results than small funds. Other studies as Droms and Walker (1994) 

and Grinblatt and Titman (1993) found the absence of any relationship between 

fund size and performance. Droms and Walker (1995) studied the mutual fund 
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attributes with regard to the riskiness of the fund and suggested that smaller funds 

are more risky funds and hence, may lead to better returns as against their earlier 

study in the year 1994.  Droms and Walker (2001) and Sing (2007) analysed the 

potential long run economies of scale to determine whether or not there is a 

significant relationship between asset size and this operating characteristic i.e., 

economies of scale. Their results contrast those studies above and found that mutual 

fund returns are not related to fund size over the period studied. This puts the 

economies of scale theory to test where it is argued that larger funds would be 

able to offer lower expenses and better returns simply through economies of scale. 

Abbasi et al., (2012) examined the effect of fund size on the performance of 

Iranian mutual funds the findings highlighted no significant relationship between 

fund size and performance, whether fixed income instruments or big and small cap 

stock mutual funds. 

 

2.7 Load Fee (Return of Distributor) 

 

Load fee is fee paid by the unit holder either at the time of buying the unit or at the 

time of selling the units. The charge collected by the scheme when it sells the units 

to investors is called ‗entry load‘ or ‗front- end load‘ (Ranparia, 2013). The charge 

collected by the scheme when it when it buys back the units from the unit 

holders is called ‗exit load‘ or ‗back- end load‘. Schemes that do not charge a load 

are called ‗No Load‘ schemes. There is a contradiction in the literature regarding 

the effect of load status of the fund. Some studies as Droms and Walker (1994 

and 1996) have shown that there is no reward for paying load fee and the 

returns on mutual funds are not affected by the load fee. Further in a study, Droms 

and Walker (1995) found that load or no-load status of a fund is not related to the 

riskiness of the fund. Hence, there is no impact of the load status on the returns of 

the mutual funds. In contradiction to this some studies have shown that the mutual 

fund performance is affected by its load status. Philpot et al., (1998) found that 

mutual funds charging a load fee are underperforming than the no load funds. While 

Jan and Hung (2003) found that load funds are giving better results than the no- load 

funds. However, they argued that these findings are true when we restrict ourselves 
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to a specific mutual fund category as the results may vary according to the 

investment objectives of the mutual funds. 

 

2 . 8  Sector Performance 

 

If the fund is concentrated in a single sector, the performance of stocks in this 

particular family, and specific economic factors, are the main drivers on fund price. 

Funds that hold foreign stocks, for example, will improve when the dollar weakens, 

simply because overseas shares become more valuable. Consumer stocks respond to 

the general state of the economy, while energy funds invested in oil and gas do well 

when crude oil prices are on the rise. Bond funds will perform well when 

interest rates fall and bond prices rise. Stock funds that invest in small 

companies, as a general rule, do better when the market is rising and investors are 

taking more risks with their money. Index funds simply mirror the performance of 

market indexes such as the Standard & Poor's 500 — making management of the 

funds easy and relatively inexpensive for investors (Strabismus, 2012) 

 

2.9 Role of a Fund Manager 

 

A Mutual fund manager is a person who is responsible for implementing the fund‘s 

investing strategy and managing its portfolio trading activities (Ranparia, 2013). 

Fund managers are responsible for implementing a consistent investment strategy 

that reflects the goals and objectives of the fund 

(http://www.moneycontrol.com/glossary/mutual-fund/what-is-the-role- of-a-fund-

manager_1580.html). Fund managers monitor market and economic trends and 

analyse securities in order to make informed investment decisions 

(http://www.moneycontrol.com/planning_desk/understandingmf.php?step1=3). A 

fund manager‘s job is to increase the returns on the capital/ funds with him. 

Normally the investment decision making process is team based involving research 

analysts, fund managers and chief investment officers (CIOs). Their role is to buy 

and sell based on their understanding of the markets, stocks and the economy 

based on the inputs from the research team and philosophy of the asset 

http://www.moneycontrol.com/glossary/mutual-fund/what-is-the-role-
http://www.moneycontrol/
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management company (AMC) which is reflected in the style with which they 

manage funds. 

(http://wiki.answers.com/Q/What_is_the_job_of_a_mutual_fund_manager #slide1). 

 

Individual investors wishing to invest their money in the financial or security market 

always face a choice between investing directly and investing indirectly via 

professional investment managers such as mutual fund managers. For most of the 

―unprofessional ‖ investors (who do not have enough time knowledge or  

information to do the investment analysis and asset allocation themselves ), 

investing their money via the   professional investment managers is a popular 

solution as individual investors believe that the professional  investment managers 

can provide better investment results due to their less costly information and  

superior investment skills in stock picking or market timing Indeed, the performance 

of the professional fund managers has been of great interest to both academic   

researchers and market practitioners for several decades. They are all interested in 

finding out what factors can affect (or be used to predict) the mutual funds‘ 

performance (Goel et al., 2012). The services of professional investment managers 

are not free, and thus, investors expect good investment performance to cover the 

costs and they are always trying their best to pick a superior mutual fund in which to 

invest (Yi, 2009). 

 

It has been a matter of great debate whether all the expenses, a company and 

investors invest on Fund Manager are actually worth it or not.  It becomes a 

clear case of Active Management v/s Passive Management i.e. which model is 

better? Are investors better off in investing in Passive Index Funds which merely 

imitate a benchmark or is it worth buying Active Funds managed by Fund 

Managers. Many researchers and practitioners have tried to study the role of fund 

manager and his style in determining Fund performance. 

 

Earliest work in this field was done by close in 1952. Treynor and Mauzuy (1966) 

examined the claims made by the fund managers that they can anticipate major stock 

market movements. They devised a statistical test of mutual funds historical 

http://wiki.answers.com/Q/What_is_the_job_of_a_mutual_fund_
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success in anticipating major turns in the stock market.  They argued that the only 

way in which fund managers  can translate ability to outguess the market into 

benefit to the investor is by varying the fund volatility systematically in such a 

manner that the resulting characteristic line is concave upwards. The study suggests 

that an investor in mutual funds is completely dependent on fluctuations in the 

general market and the improvement in the rate of return can only be due to the 

fund managers ability to identify the under-priced securities, companies and 

industries rather than to any ability to outguess the turns in the level of the market as 

a whole. 

 

The first major analytical treatment of mutual fund performance is Jensen (1968). In 

his study the author assumes the validity of the CAPM and hence the 

existence of a unique risk factor, the market or systematic risk. If agents are risk 

averse and have the same set of beliefs about the payoff of securities in the economy, 

the expected excess return of a portfolio is a linear function of the excess return on 

the market portfolio, proxied by the S&P 500. Relation (1) here takes the simplest 

possible form where k=1. His data comprise a set of 115 U.S. open end mutual 

funds. While 14 funds out of his sample have historically under-performed the 

market at a 5percent level of significance, only three have significantly positive 

alphas. Since in a sample of 115 portfolios one expects six to out-perform at this 

level of significance by pure chance he concludes that there is no evidence for any 

superior performance of the mutual fund industry as compared to a simple buy-

and-hold strategy of the market portfolio.  Jensen constructed a measure of absolute 

performance on a risk adjusted basis and evolved a definite standard against which 

the performance of various funds could be measured. The parameter α, in recognition 

of this contribution often labelled ―Jensen‘s Alpha ―, captures managerial ability. 

This standard provides a basis to measure the portfolio manager‘s predictive 

ability, i.e., his ability to earn higher returns through prediction of security prices 

given the risk profile of the portfolio. The study led to the conclusion that mutual 

funds on average were not able to predict security prices well enough to outperform 

the market. Not even an individual fund was able to do significantly better than that 

expected from a mere random chance. 
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Arditti (1971) emphasised on introducing a variable namely the third moment of the 

fund's annual rate of return since the Sharpe's Reward to variability ratio proved that 

the funds did not outperform Dow Jones Industrial average. He proved that although 

the fund managers do poorly with reward-to-variability ratio, they can  do  well  with  

respect  to  the skewness condition. The implication is that fund managers are 

willing to give up some expected return or take on a bit more variability in exchange 

for a greater chance at a large annual return. Fama (1972) broke a mutual fund 

manager‘s forecasting skill into two components: micro forecasting and macro 

forecasting. In micro forecasting, the manager forecasts the price movements of 

the individual stocks and in macro forecasting, the mutual fund managers forecast the 

price movements of the entire stock market. The former is known as security 

analysis while the latter is known as market timing. 

 

Ross (1976) developed the Arbitrage Pricing Theory, which rationalizes the 

existence of more than one risk factor in the economy. The most widely used 

empirical implementation of this idea is provided by Fama-French (1993), who 

construct mimicking portfolios for risk factors associated with commonly 

observed asset pricing anomalies such as the small-firm and value effects. An 

important motive for the empirical performance analysis of mutual funds is based on 

the theoretical hypothesis of Grossman and Stiglitz (1980), who claim that 

investment managers can possess superior information, which can be translated 

into abnormal returns when selecting assets or timing transactions.  This 

phenomenon was first captured by Sharpe‘s (1992) style regression approach, 

which showed that only a limited number of major asset classes is required to 

successfully replicate the performance of an extensive universe of U.S. mutual 

funds. Sharpe‘s approach is now the most widely used technique for style analysis, 

and the ability of investment style to explain mutual fund performance has been 

confirmed by several more recent studies (Chan et al., 2002 and Chen, et al. 2000). 

Controlling for style effects, there is empirical evidence to support the ability of 

fund managers to generate positive abnormal returns. These papers relate the return 

anomalies to the funds‘ investment style. The most common style dimensions that 
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have been investigated in the context of equity mutual funds are: stock size, 

value and momentum (Brown and Goetzman, 1997, Daniel et al., 1997 and 

Jagadeesh and Titman, 1993). Lee and Rahman (1990) found that mutual fund 

managers are able to do good micro and macro forecasting for the fund. Another 

characteristic of mutual fund manager involves his stock picking ability.  Carhart 

(1997) observed that there is little evidence of skilled or informed mutual fund 

managers in the area of persistence of the performance.   Grinblatt and Titman 

(1989, 1993) and Warmers (1997) found that managers who actively trade do 

possess significant stock picking abilities. According to this study, fund managers 

have the ability to outperform the market before expenses were deducted. However, 

later Wermers (2000) contradicted his previous study by finding that actively 

managed funds on average, underperform their passively managed counterparts. 

This study showed that the fund managers are not able to beat the market through 

better stock picking ability. Evensky (1997) mainly focused on information flow 

towards investors and selection and evaluation of fund managers. He suggested three 

core "P"s namely philosophy, process, and people. He quoted that the fund 

manager should not change scripts as market cycles come and go. If the fund 

manager does then the effort expended in the selection process will be worthless. 

 

Rao (2001) hypothesised that mutual fund managers were able to follow a market 

timing strategy means where the forecaster predicts when stocks will out-perform 

the riskless securities and when riskless securities will out- perform stocks, but not 

predict the magnitude of relative returns. This highlights that the mutual fund 

managers did not successfully time the market and good stock selection skills. 

Weigand et al., (2004) attempted to compare the performance of the stocks that were 

most heavily weighted in mutual funds versus the stocks that were most lightly 

weighted. If the fund managers were superior stock pickers, individual investors 

might be able to earn excess returns by following the implicit stock selections of 

these professional investors and their research findings did not support this logic. 

They found that funds over 6-12-month periods, heavily weighted stocks perform 

better than lightly weighted stocks. Thus, finally they identified that the stock 

selection ability of fund managers was no better than individual investors. 
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Several studies have been done regarding the impact of mutual fund manager‘s 

tenure on its performance. Michelson and Wagner (1999) examined the mutual fund 

manager tenure and mutual fund performance using a difference of means t- test and 

found no evidence of any relationship between mutual fund manager tenure and its 

performance. According to this study, selecting a mutual fund based on manager 

tenure is not a good investment. As fund manager‘s tenure does not have any impact 

on its performance. In another study Costa et al., (2006) concluded that manager 

tenure is not a significant factor when looking for superior mutual fund investment 

returns.  Costa and Porter (2003) found that mangers with lengthy experience at 

funds were unable to provide greater risk adjusted returns than less experienced 

managers. Switzer and Huang (2007) examined whether small and mid-cap fund 

performance is related to fund manager human capital characteristics including 

tenure, investment experience, education, gender   and   professional t r a i n i n g .   

The   study exhibited that the CFA managers outperforms by 57.96 basis points than 

non-CFA managers at 10 percent level and managers possessing MBA qualification 

did slightly better than non-MBA managers but this was statistically insignificant and 

this contradicts the findings of Aron (2006) who found that Managers tenure, 

investment experience, and fund style do not have significant effects on fund 

performance. 

 

Vikkraman et al. (2010) enumerated the performance of top three mutual funds in the 

equity, income and the balanced funds category based on their return. The main 

objective of this research is to find out the risk and return and study the performance 

of the funds and to compare it with the market return. The study revealed that the 

performance of the funds with the market over the three years and whether the 

fund‘s managers have good timing abilities and proper stock selection capacities and 

also the behaviour of the funds during the up and the down market were analysed. 

They found most of the funds performed well in the up market and yielded negative 

returns below the market level during the down period. The conservative income 

funds alone gave positive returns. The timing abilities and the stock selecting 

capacities of the fund managers are nil or very poor which might be the reason for 
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the performance of the funds. 

 

2.10 Investment Style 

 

A number of previous research literature paid a great deal of attention to the 

relationship between the style of mutual funds and their performance. Capful et al., 

(1993), Lakonishok et al., (1994), Fama and French (1998), and Chan and 

Lakonishok (2004) all show that the portfolios of value stocks outperform 

portfolios of growth stocks on a long-term and risk- adjusted basis (with varying 

performance due to varying investment styles). Several studies have been done 

regarding the performance of the mutual funds with respect to its investment style. In 

an earlier study, Donald (1974) found that the mutual fund‘s performance is 

affected by its investment objective and funds with more aggressive objectives 

produced better performance. Papadamou and Stephanidesz (2004) and Rao (2006) 

also found that the performance of the mutual funds varies with its investment style. 

According to their study, out of growth and dividend plans, growth plans are 

giving better returns and have low risk per return. Contrary to this, Shi and 

Seiler (2002) found that investment style is not sufficient to judge the performance 

of the mutual funds and it does not have considerable impact on its returns. 

Elton et al., (2007) also found that investment style does have an impact on the 

returns and investors should build a portfolio of the funds from different families. 

Nathan Rule (2007) Also, growth funds were expected to have higher returns than 

either blend or value funds. Rao (2006) classified 419 open-ended equity mutual 

fund schemes (2005-06) into six distinct investment styles, analysed the financial 

performance pertaining to the two dominant investment styles and tested the 

hypothesis whether the differences   in   performance   are s t a t i s t i c a l l y    

significant.   The   analysis indicated that growth plans have generated higher 

returns than that of dividend plans but at a higher risk. 

 

2.11 Style Analysis and its Applications 

 

Since its inception a lot of studies have been conducted on style analysis as a tool 
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for measuring fund performance. Basically, there are two groups of researchers like 

Sharpe (1988, 1992) and Tierney and Winston (1991) who has deal with the 

applications of style analysis and its use to analyze the asset mix of a portfolio 

manager. Sharpe (1988, 1992) suggests the style analysis has a key role in 

determining a portfolio manager‘s effective asset mix, so that this method can either 

be used to estimate how effective a manager is at actively managing the portfolio. 

There has been some controversy as to whether RBSA or HBSA is more suitable 

technique to implement it. As per Horst et al., (2003) although return-based  style  

analysis  is  less  suitable  to  predict  future  portfolio holdings, it performs better 

than holding-based style analysis in predicting future fund returns.   Trizcinka (1995, 

1997), Hardy (1997) and Lobosco (1999) defend sharpe‘s style model due to its 

simplicity and objectivities while  Christopherson  (1997)  and  Di  Bartolomeo  and  

Witkowski  (1997) reveal  some  disadvantages  of  the  model.  According  to  them,  

style estimates obtained by RBSA are based on purely historical data and hence are 

backward looking. They also claim RBSA may suffer from spurious correlations 

among asset classes and it does not capture a style drift properly when a manager 

changes investment strategies. 

 

Runkle and Johnson (2000) view that that the usual application of the return-

based style analysis relies on commercially available indexes that exhibit extreme 

multicollinearity. The authors conclude that the only way to implement return-based 

analysis is to use portfolio-specific  benchmarks that properly capture the 

investment objectives of the portfolio. Christopherson (1995) have same criticism on 

the mention approach primarily on statistical grounds and he recommends an 

alternative investment style classification system. Nonetheless, Christopherson 

(1995) could not able to show the effects of his statistical evidence an actual style 

analysis. Despite such criticism, the difficulty of data availability for HBSA has 

caused RBSA to gain substantial popularity among investors and analyst. Due to 

popularity of RBSA it has been applied in context of various instruments and 

countries. 

 

Karatepe and Gökgöz (2006) performed style analysis of Turkish equity mutual 
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funds between 2001-02 and found that   the funds are heavily composed of passive 

investments (approximately 53percent) with risk free assets and that the portfolio 

structure and potential fund returns have been negatively affected while attempting 

to diminish the portfolio risks. Lin and Yung, (2007) conducted style analysis on 

real estate mutual funds and found that the characteristics of real estate related 

securities are different from those of the general common equities. To help investors 

understand better the products offered by real estate mutual funds, they 

developed style descriptors that are specifically created for real estate related 

securities. Among the universe of real estate securities, they found that real estate 

funds tilt  toward  large stocks  and favor  growth  moderately over value.  Growth  

managers  outperform  value  mangers  in  this  sector  by 1.51percent to 

2.30percent per year. However, there is evidence of shifts in the investment style 

among the funds. 

 

Rao (2006) conducted a study on investment styles and performance of equity 

mutual funds in  India.  The  study classified the  419 open-ended equity mutual 

fund schemes into six distinct investment styles, analysed the financial performance 

of select open-ended equity mutual fund schemes for the financial year 2005 - 2006 

pertaining to the two dominant investment styles and tested the hypothesis whether 

the differences in performance are statistically  significant. The variables  chosen  

for  analyzing  financial performance are: monthly compounded mean return, risk 

per unit return and Sharpe ratio. A comparison of the financial performance of 

the 21 open-ended  equity  growth  plans  was  made  in  terms  of  the  chosen 

variables. The analysis indicated that growth plans have generated higher returns 

than that of dividend plans but at a higher risk. Further, 17 growth plans have 

generated higher returns than that of corresponding dividend plans offered by the 

same asset  management  companies (AMC) and only one dividend plan could 

generate higher return than its corresponding growth plan. However, three growth 

plans and the corresponding dividend plans had the same returns. Out of the 21 

growth plans, 4 growth plans had higher coefficient of variation (risk per unit return) 

than the corresponding dividend plans and 13 dividend plans had higher 

coefficient of variation (risk per unit return) than the corresponding growth plans 
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offered by the AMC. 

 

Mason et al., (2012) conducted  style analysis for diversified U.S. equity funds. 

In this study they considered two methods of returns based style analysis for 

classification of investment styles for a single asset class, US diversified  equity  

funds.  They  extended  Sharpe‘s  (1992)  style  returns based style analysis (RBSA) 

by forming style groups using cluster analysis and RBSA factors. They also 

introduced a parsimonious best fit Index (BFI) of style classification which explicitly 

acknowledged the existence of market segmentation and practitioner benchmarking. 

The methods provided complementary information about mutual fund returns. Both 

methodologies explained a significant proportion of the cross section of out of 

sample returns, but the BFI method performed better out-of-sample is more 

transparent and more closely aligned to investment practice. 

 

Pollet and Wilson (2008) studied the effect of size on mutual fund behavior. If 

actively managed mutual funds suffer from diminishing returns to scale, funds  

should  alter  investment  behavior  as  assets  under  management increase. 

Although asset growth has  little effect on the behavior of the typical fund, they 

found that large funds and small-cap funds diversify their portfolios  in  response  to  

growth.  Greater  diversification,  especially  for small-cap funds, is associated with 

better performance. Fund family growth is related to the introduction of new 

funds that hold different stocks from their existing siblings. Funds with many 

siblings diversify less rapidly as they grow, suggesting that the fund family may 

influence a fund‘s portfolio strategy. 

 

Brown and Harlow (2002) studied the Impact of Investment Style Consistency   on   

Mutual   Fund   Performance.   While   a   mutual   fund‘s investment style 

influences the returns it generates, little is known about how a manager‘s 

execution of the style decision might affect performance. Using multivariate 

techniques for measuring the consistency of a portfolio‘s investment mandate, the 

authors demonstrated that more style-consistent funds tend to produce higher total 

and relative returns than less consistent funds, after controlling for past performance 
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and portfolio turnover. These findings are robust across fund investment style 

classifications, the return measurement period, and the model used to calculate 

expected returns and document a positive relationship between measures of fund 

style consistency   and   the   persistence   of   its   future   performance,   net   of 

momentum and past performance effects. 

 

 

Comer (2006) in hybrid mutual funds and market timing performance examined the 

stock market timing ability of two samples of hybrid mutual funds.  He  found  that  

the inclusion  of bond  indices  and  a  bond  timing variable  in  multi-factor  

Treynor  and  Mazuy  model  framework  leads  to substantially different 

conclusions concerning the stock market timing performance of these funds relative 

to the traditional Treynor Mazuy model. Coefficients  from  the  traditional  model  

are  biased  due  to  a  strong correlation between various bond indices and the 

quadratic term used to measure timing ability in the model. Results from the multi-

factor Treynor Mazuy model find less stock timing ability over the 1981-1991 time 

period than the Treynor Mazuy model and provide evidence of significant stock 

timing ability across the fund sample covering the 1992-2000 time period. A test 

designed to estimate stock portfolio changes during up and down stock markets 

provides some evidence that the results from the multi-factor Treynor Mazuy model 

are not spurious. 

 

Fung and Hsieh (1998) explored the investment styles in mutual funds and hedge 

funds. The results indicate that there are 39 dominant mutual fund styles that are 

mixes or specialized subsets of nine broadly defined asset classes. There is little 

evidence of market timing or asset class rotation in these dominant mutual fund 

styles. There is little evidence of market timing or asset class rotation in these 

dominant mutual fund styles. Bogle (1998) have  shown  a  less  quantitative  point  

of  view  for  style  analysis  in comparison to the other researchers. This researcher 

suggests the style classification system introduced by Morningstar may be used to 

prove the passive investment is more advantageous than the active management in 

all style classes. In other  words, since the style groups determined by 
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Morningstar, circumvents the need to develop a multidimensional style definition, it 

gives more beneficial investment alternative. 

 

Buetow et al., (2000) have shown that when the investment style can be completely 

and correctly captured by a set of asset classes, the results are found stable and 

consistent. However, this situation implies that style analysis can be applied, if a 

fund manager indexes a portfolio to specific benchmarks and actively allocates 

across the different benchmarks. The portfolio manager will have a tactical asset 

allocation strategy which allocates assets among benchmark portfolios or across other 

well-defined benchmarks, if this manager has  a  long-term strategic asset  

allocation strategy  that  categorizes  the  assets  against  well-defined  benchmarks. 

Within this framework, the style analysis properly evaluates the investment 

philosophy since the asset classes involved in the analysis completely can describe 

the manager‘s investment strategy and circumvents the need to develop a 

multidimensional style definition, it gives more beneficial investment alternative. 

Chan et al., (2002) use the Fama-French factors as style indices and find mutual 

funds adopt investment styles that tend to cluster around a broad market benchmark, 

and the few funds that deviate from the index are more likely to favor growth stocks 

and past winners. Barberis and Shleifer (2003) show how funds' pursuit of styles can 

account for  observed  patterns  in  stock  returns.  On  the  profitability  of  style 

momentum strategies, Moskowitz and Grinblatt (1999) and Asness et al., (1997) 

successfully apply momentum strategies to industry portfolios and country portfolios, 

respectively. 

 

Horst, J.R. ter (1998) conducted style analysis and performance evaluation of Dutch 

mutual funds and showed how style analysis of mutual funds can be used to 

circumvent the problem of self-reported investment styles, and to  improve  relative  

performance  evaluation.  Subsequently,  they  related style analysis to performance 

evaluation and presented results on the performance of Dutch mutual funds. Most 

strikingly, Dutch mutual funds that mainly invest in Netherlands equity show 

relative outperformance of the passive portfolio of indices reflecting the mutual 

fund's investment style. Moreover, the same groups of funds provide an extension of 
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the mean- variance efficient investment set for Dutch investors, even after taking 

short sales  restrictions into account, indicating  that a  domestic market  effect 

might be present. 

 

Horst, J.R. ter et al., (2003) analyzed the use and implications of (return based) style 

analysis. First, style analysis may be used to estimate the relevant factor exposures of 

a fund. They used a simple simulation experiment to show that imposing portfolio 

and positivity constraints in style analysis  leads  to  significant  efficiency  gains  if  

the  factor  loadings  are indeed positively weighted portfolios, in particular when 

the factors have low  cross-correlations.  If  this  is  not  the  case  though,  imposing  

the constraints can lead to biased exposure estimates. Second, style analysis may be 

used in performance measurement. If the actual factor exposures are a positively 

weighted portfolio and if the risk free rate is one of the benchmarks, then the 

intercept coincides  with  the  Jensen  measure.  In general, the intercept in the style 

regression can only be interpreted as a special case of the familiar Jensen measure. 

Third, style estimates may be compared with actual portfolio holdings. It is shown 

that the actual portfolio holdings will in general not reveal the actual investment 

style of a fund because of cross exposures between the asset classes and because 

fund managers may hold securities that on average do not have a beta of one relative 

to their own asset class. Although return based style analysis is less suitable to 

predict future portfolio holdings, our empirical analysis suggests that it performs 

better than holding based style analysis in predicting future fund returns. 

 

In  the  context  of  Indian  Mutual  Funds  very  less  studies  have  been conducted 

as far leaving more room for research .The concept of Style is gradually gaining 

importance and attention from researchers, academicians and investors. Soumya 

Guha Deb (2008) performed RBSA of Indian Funds (2000-05) and studied the 

performance of equity funds vis-à-vis their style benchmarks. She found that the 

funds could not beat their style benchmark and hence underperformed. She used 

quadratic optimization of an asset class factor model proposed by William Sharpe. 

The results showed that the funds have not been able to beat their style 

benchmarks on the average. It also shows that although all the funds in the sample 
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are equity funds, the fixed income asset classes have come out important 

components of their style exposures, may be due to ‗sticky‘ returns of their 

component securities. The most important component of their style exposures are 

the mid cap stocks. This may indicate actual investment in those stocks, or in 

some other stocks that behaved like the mid cap index. Mutual fund performance 

reporting  in  India  includes  only  the  relative  performance  of  funds  with respect  

to standard  general  benchmarks.  The  analysis  pointed  out  the weakness of fund 

managers vis-à-vis the style benchmarks of the funds they manage, we hope that 

our attempt could augment the performance evaluation  framework  currently  used  

in  India.  To  our  knowledge,  no research has been conducted exclusively on 

style analysis of balanced funds in Indian context making it imperative to research 

on this topic. 

 

2.12 Effects of Management Tenure (Past Record) 

 

This  section  examines  the  varying  perspectives  on  management  tenure  and  its 

influence over mutual fund performance. Management tenure is the number of years 

a professional money manager has been working for a particular investment 

company. In this study, management tenure stands as a proxy for experience. 

Although there is an  overwhelming consensus  on  the role of management  tenure 

and  its  effect  on mutual fund performance, only a minority of the literature 

concludes that management tenure is an attribute positively related to mutual fund 

performance. For example, Adrangi et al. (2002) examine portfolio returns between 

professional money managers versus randomly chosen stocks selected by a process 

called the ―dartboard‖ method (as the name suggests, a dart is thrown at a board 

listing all of the stocks on the New York Stock Exchange (NYSE)). They found that 

professional money managers outperformed the ―dartboard‖ portfolio method, which 

in the study represented lay investors  managing their own  portfolios  without  

specialized  financial  knowledge. Therefore, their research suggests that professional 

money managers are beneficial (Adrangi et al., 2002). They also asserted that lay 

investors did not have the expertise to filter relevant data to make a worthy 

investment decision. In this case, the relevant data consists of financial and 
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econometric information that could influence portfolio returns. They further suggest 

that the move towards professional money management and away from managing 

one‘s own portfolio is due to professional money managers specializing in this field 

and historically outperforming lay investors (Adrangi et al., 2002). 

 

Although one can be convinced by the conclusions presented by Adrangi et al. 

(2002), Fortin and Michelson (1999) suggest that management tenure has no effect on 

mutual fund performance. Furthermore, they suggest that all investors should look 

past management tenure and examine other variables such as the risk characteristics 

of mutual funds, the type of mutual fund, size, and NAV . They caution against the 

easy conclusion that management tenure and mutual fund performance need be 

positively related. Although professional money managers (mutual fund 

managers included) have a specialized knowledge of markets, they do not possess 

any significant skills in selecting stocks or timing markets. Although their study 

concludes that longer-term fund managers have lower risk in their portfolios than 

shorter-term or inexperienced fund managers, the relationship between management 

tenure and performance is negative. Lemak and Satish (1996) side with Fortin and 

Michelson (1999) in their study of 313 mutual funds; they also found that longer-term 

fund managers have more stable returns than shorter-term fund managers because 

longer-term fund managers construct less volatile portfolios. 

 

Costa and Porter (2003) provide evidence that contradicts Adrangi et al. (2002). They 

found that the experience or tenure of the mutual fund manager does  not 

imply expertise (Costa & Porter, 2003). The core argument between these articles 

concerns whether professional money managers are needed. On the one hand, 

Adrangi et al. (2002) suggest that they are needed because they are able to 

outperform the lay investor. On the other hand, Costa and Porter (2003) suggest that 

professional money managers are not needed because as experience or management 

tenure increases, it is unclear whether experience contributes to mutual fund 

performance. According to Adrangi et al. (2002), professional money managers 

should be able to perform better because they have specialized knowledge and 

expertise in this field. Unfortunately, Costa and Porter (2003) found that management 
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tenure does not contribute to above average returns, nor is it a cause of consistent 

returns. However, Costa and Porter‘s (2003) research does not suggest a negative 

relationship between performance and management tenure, as in Fortin and 

Michelson‘s study (1999). 

 

Peterson, Pietranico, Riepe and Xu (2001) agree with Fortin and Michelson 

(1999) and Lemak and Satish (1996) in not finding a statistically significant 

relationship between management tenure and mutual fund performance in their 

cross-sectional data over  a nine-year span  from  1992  to  2000.  In  fact,  this  

study amplifies  the findings of Fortin and Michelson (1999), concluding that if 

their confidence level were lowered from 95% to 90%, it would illustrate that mutual 

funds management would be statistically significant, but the relationship between 

mutual fund performance and management tenure would be negative. The negative 

relationship could be explained by the conventional adage that as risk increases, 

the potential return increases. Therefore, mutual fund managers who have longer 

tenures construct less risky portfolios; this would explain why increases in 

management tenure translate into lower, albeit consistent, performance. 

 

However, a study from Goetzmann and Ibbotson (1994) suggests that mutual fund 

managers with longer tenures who have had a two- to three-year span of abnormal 

returns would experience similarly high rates of return in the two subsequent years. 

This study reinforces Adrangi et al. (2002), that management tenure is needed 

because of  its  attributable  influence  on  mutual  fund  performance  –  the  

―hot  hands‖ phenomenon. Other researchers such as Costa and Porter (2003) state 

that this ―hot hands‖ phenomenon is not attributable to management tenure. They 

examined 112 mutual funds with managers having ten years or more of tenure versus 

930 mutual funds with managers having less than ten years tenure. They found that 

performance persistence was not statistically different from one group of managers to 

the other. In conclusion, Goetzmann and Ibbotson (1994), Adrangi et al. (2002), and 

other researchers such as Grinblatt and Titman (1993) assert that mutual fund 

performance is a function of longer management tenure. However, the literature 

presented by Fortin and Michelson (1999), Lemak and Satish (1996), and Peterson et 
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al. (2001) suggest that management tenure is not a variable statistically significant 

enough to explain mutual fund performance. Peterson et al. (2002) best stated the 

point that, even though the literature on persistence is somewhat robust and 

conclusive, the literature on management tenure exhibits mixed results. 

 

 

The fact that there are many researchers in this field with different perspectives 

regarding management tenure is evidence for the inconclusiveness identified by 

Peterson et al. (2001). 

 

2.13  Effects of Size (Asset Under Management) 

 

The debate does not end with management tenure. This section examines the 

effects of mutual fund size on mutual fund performance. This excerpt from Gregoriou 

and Fabrice‘s (2001) study encapsulates the rationale of size affecting performance: 

―Studies investigating this relationship among mutual funds have yielded mixed 

conclusions. Among academics, fund size is frequently quoted as a deterrent to 

performance   enhancement,   especially   when   a   substantial   amount   of   cash   

is continually injected into the fund‖ (Gregoriou & Fabrice, 2001). There are two 

points to note from this statement: (1) The relationship between mutual fund size and 

performance is mixed; and (2) One can infer from Gregoriou and Fabrice‘s (2001) 

statement above that larger mutual funds have a difficult time finding worthwhile 

investment opportunities as the inflow of assets increases. 

 

Although they do not examine the entire range of mutual funds (they specifically 

examined only hedge funds in the study), they draw the conclusion that fund size has 

no bearing on performance. However, Gregoriou and Fabrice (2001) believe that the 

relationship between the two is not linear, and they introduce the concept of an 

optimally sized portfolio. They suggest that small mutual funds cannot cover the 

costs of acquiring and trading information, so the net returns to an investor on this 

small mutual fund may only be minimal. On the other hand, extremely large mutual 

funds, such as George Soros‘ Quantum fund, also experience poor performance 
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because of management problems due to size. Furthermore, the argument for 

diseconomies of scale, where management has a more difficult time organizing and 

implementing investment strategy, is realized with larger funds (Gregoriou & Fabrice, 

2001). The results in their study state that mutual fund size does not influence 

performance. However, they suggest that the relationship could be negative and 

statistically significant if the confidence level were lowered (Gregoriou & Fabrice, 

2001). Moreover, if lowered, this would add to the literature suggesting that larger 

mutual funds exhibit management problems such as not being able to sell out of or 

buy into different positions quickly. 
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Likewise,  Peterson  et  al.  (2001)  examined  cross-sectional  data  through  time  and 

found that mutual fund size measured by net assets has no effect on mutual fund 

performance. Peterson et al. (2001), like Gregoriou and Fabrice (2001), admit that the 

literature is sparse in regard to the size/performance relationship. Of course, there is 

contradictory evidence presented by Indro, Jiang, Hu, and Lee (1999). They recount 

that when the mutual fund Fidelity Magellan was getting too large, the fund manager, 

Jeff Vinik, had to divest out of equities and into bonds because the management of 

such a large fund was becoming too daunting. Saunders-Egodigwe and Franeki (1998) 

also amplify the observation made by Indro et al. (1999). Their study reported that 

many other mutual funds also closed off the inflow of investor money in the late 

1990s because fund managers were suddenly burdened with moving large amounts of 

money into and out of positions. Mutual fund managers found that the organization 

and implementation of investment strategy was becoming more and more difficult. 

However, Indro et al. (1999) do not suggest that as mutual funds gather more assets 

performance declines. Their study pooled 683 domestic, actively managed mutual 

funds from Morningstar‘s Mutual Funds On Disc database from the years 1993-1995 

(Indro et al., 1999). The data used was cross-sectional. They found that mutual funds 

must have a certain minimum amount of net assets before the costs of information 

acquisition can be offset by gains from trading. They suggest that over a certain range 

of mutual fund sizes, returns are poor for a small-sized fund, but as the fund becomes 

larger, performance increases to exceed the cost of trading on information; however, 

when the fund becomes too large, performance declines. The relationship between 

size and performance is curvilinear. Hence, there is the suggestion of optimal size and 

diminishing returns to scale as mutual funds become larger: 

 

The incremental contribution to return from the cost of acquiring and trading on 

information when the size of net assets is taken into account. An interesting pattern 

emerges…A minimum size of net assets apparently exists below which the return is 

insufficient to justify the cost of an active investment strategy. 

 

In addition, beyond the breakeven size, the net gain to active management increases 

with the size of net assets. But as the size of net assets increases…the magnitude of 

the net gain is proportionally less with each successive group. (Indro et al., 1999). This 
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explains why the literature is ambiguous as to the true relationship between size and 

performance. Many researchers concur with Wagner and Edwards (1993) that the 

relationship is negative because when a fund becomes too large it necessarily incurs 

certain cost disadvantages. 

 

2.14 Effects of Turnover (NAV) 

 

Mutual fund turnover is the complete cycle of replacing stocks within the portfolio. 

Aside from the expense of commissions, there are other internal costs in owning a 

mutual fund. This section examines NAV and their effect on performance. 

 

Although the NAV changes then its effect on turnover ratio of a mutual fund adds to 

the cost of investing in mutual funds, the literature exhibits mixed results in regard to 

this variable‘s relationship to performance; this is similar to the management tenure 

and size/performance relationships discussed previously. Some researchers assert that 

NAV    is  positively related  to  performance.  They argue  that  as  NAV    increases 

(implying active mutual fund management), the fund will perform better because fund 

managers are able to see changes in financial market behavior. Also, when active 

management is able to pull out of certain equity positions, high NAV could be a 

signal of fund managers hedging to protect the growth of the mutual fund. 

 

The study by Peterson et al. (2001) concluded that there was  statistically significant 

relationship between NAV  and performance. They further mention that NAV  was  a 

significant variable over the years tested (1992-2000); however, they claim that the 

influence may be so subtle that the relationship cannot be detected due to the size of 

the sample. Droms, William and Walker (1996) examined similar variables, but they 

used 151 mutual funds over longer time intervals, spanning from 1971 to 1990. As 

Droms, William and Walker (1996) regressed portfolio NAV   against performance, 

they further state that conventional finance literature suggests NAV   is negatively 

related to performance. However, they report that mutual fund managers are 

performing efficiently, meaning as the mutual fund incurs costs for trading on 

information such as turning over securities throughout the year, fund managers are 

able to recoup those costs, even though performance stagnates. They conclude that 
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there is a positive and statistically significant relationship between performance and 

NAV ; however, this contradicts the findings presented by Ippolito (1989), which 

state there is no statistical relationship between NAV   and performance, mainly 

because turnover does not occur evenly throughout the year at equal rates.  

 

Amplifying what Ippolito (1989) asserts, Droms and Walker (2001) re-examined their 

previous study from 1996. Droms and Walker (2001) regressed mutual fund attributes 

such as NAV  and other operating variables with respect to performance and found 

that the results were statistically significant and that NAV   rates of mutual funds were 

influential over performance. The literature has shown mixed results regarding its 

relationship to mutual fund performance. 

 

2.15 Mutual Fund Industry Management Customer 

 

In recent years, there can be found as many definitions of CRM as there are clients. 

Now, there is widespread acceptance that it is a philosophy or culture that should 

penetrate  the  whole  organization  (Gofton  2001).  It  is  a  combination  of  business 

process and technology that seeks to understand a firm's customers - who they are, 

what they do, what they like - and convert them into returning customers. It is a 

systematic  approach  to  managing  the  relationship  between  a  business  and  its 

customers for mutual benefit (Couldwell 1999). 

 

Defining customer relationship marketing is not an easy task. Relationship marketing 

is perceived and defined in different ways both from an academic and a practical 

perspective. CRM is defined by one financial service firm as: "an approach to   

providing   seamless   coordination   among   process,   people,   information   and 

technology that creates positive experiences for a parry each time he or she interacts 

with the bank. It is the capability for delivering each `valued experience' enabled by 

the bank's knowledge about a party including their preferences, behaviours, goals, and 

attitudes" Parvartiyar and Sheth (1994) view relationship marketing as an 

orientation that seeks to develop close interactions with selected customers, suppliers, 

and competitors for value creation through cooperative and collaborative efforts. 

Several other views of relationship marketing are noted: "Relationship marketing is 
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database marketing that emphasizes the promotional aspects of marketing linked to 

database efforts" (Bickert 1992). Or, as Vavra (1995) suggests, it is customer 

retention in which a variety of after-marketing tactics are used for customer bonding 

or staying in touch after the sale is made. A more popular approach is to focus on 

"individual or one-to-one relationships with customers that integrate database 

knowledge with a long-term customer retention and growth strategy" (Peppers and 

Rogers 1999). And, Shani and Chalasani (1992) define relationship marketing as `an 

integrated effort to identify, maintain, and build a network with individual consumers 

and to continuously strengthen the network for the mutual benefit of both sides 

through interactive, individualized and value-added contacts over a long period of 

time.' Berry and Parasuraman (1991) define relationship marketing more strategically 

as attracting, maintaining, and in multi-service organizations, enhancing customer 

relationships. And, Gronroos (1995) proposed relationship marketing is establishing 

relationships with customers and other parties at a profit by mutual exchange and 

fulfilment of promises. The primary goal of relationship marketing is to build and 

maintain a base of committed customers who are profitable for the organization 

(Zeithaml and Bitner 2000) and, at the same time, minimize the time and effort spent 

on customers who are not profitable. The benefits to the organization of building and 

maintaining this base of committed customers are numerous and can be linked 

directly to an organization's bottom line. Morgan and Hunt (1994) suggest that 

relationship marketing is all marketing  activities  directed  toward  establishing,  

developing,  and  maintaining successful relational exchanges. And, Gummesson 

notes that relationship marketing is seen as relationships, networks and interaction 

(Gummesson 1999). This definition is the  only  one  that  includes  the  concepts  of  

networks  and  interaction.  From  a practitioner's perspective, it is considered a 

strategy to enhance existing relationships by  expanding  the  depth  of  the  

relationship  (by  investing  more  money  on  more products and services with the 

firm) and by concentrating on repeat business from the firm's most valuable 

customers. It is marketing-oriented management, not limited to marketing or sales 

departments but becoming part of the total management of the firm (Gummesson 

1999). And, most financial service firms use CRM systems as the basis and driver of 

their relationship marketing and management strategy. 
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For the purpose of this study, the following definition is used: Customer relationship 

marketing is the ongoing process of engaging in cooperative and collaborative  

activities  and  programs  with  the  purpose  of  enhancing  mutual economic value 

over the long-term using technology, programs and protocols that intentionally aim 

to enhance the depth of the relationship. Without these aspects of interaction 

between the firm and the customer, the relationship could easily unravel. It is 

important to recognize the value of each customer segment and to concentrate 

relationship marketing programs on those segments of customers who have a higher 

potential to return profits to the company. 

 

2.16 Impact of IT and IT Enabled Services in Mutual Fund Industry  

 

The impacts  of  1T  and  IT  Enabled  Services  (e-finance  technologies)  on 

financial institutions vary from one country to another. The financial institutions in 

the developed countries are able to align new IT with financial management much 

better than their counterparts do in both newly developed and other developing 

countries. Therefore, the financial institutions in the developed countries may 

outperform their counterparts in the newly and other developing countries in terms of 

their operational performance as measured the cost and profit efficiencies and scope 

economies. No legacy systems but the most updated IT systems are usually applied in 

the newly developed countries; thus, the financial institutions in the newly developed 

countries may leapfrog over their counterparts in the developed countries. Moreover, 

the  use  of  IT  may  spur  the  further  integration  of  the  international  financial 

institutional markets across nations; and this intrigues me to test the international 

market integration hypothesis in the context of IT and IT Enabled Services. 

 

During the past decade, information technology (IT) has profoundly changed the 

landscape of international financial markets. For instance, in the U.S., financial 

services have become the largest customer of IT in the economy. This phenomenon 

also has taken place in many other countries. The use of IT has overwhelmingly and 

fundamentally improved the quality of financial services and operations of financial 

institutions. This dramatic development, known as e-finance, has become a focal point 

of practice in multinational financial institutions. 
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What is e-finance? Hartmann (2002) defines e-finance as "transactions in which 

funding for an economic activity is provided through an electronic communication 

medium." Therefore, by definition, e-finance is a branch of e-commerce, while e 

commerce forms a critical part of the management of IT. Allen et at. (2002) define it 

as "the provision of financial services and markets using electronic communication 

and computation." Hence, the term e-finance technology can be referred to as the 

application of IT in the field of finance. The relationships among IT, e-commerce, and 

e-finance are illustrated in below Figure 

 

Figure 2.1 Relationship Among IT, E-Commerce and E-Finance 

. 
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2.17 The Relationships Among IT, E-Commerce, and E-Finance 

 

The  impacts  of  e-finance  may  be  categorized  into  two  types.  First,  the  use  of 

electronic communications, such as electronic bill paying, home banking, and internet 

transaction; has been altering business-to-business (B2B) and business-to-customer 

(B2C} in the financial markets. The marketing accessibility of financial institutions is 

extended and increased to remote areas or countries via new telecommunications 

technology. Second, the applications of electronic computation and databases shorten 

the IT here refers to the information technology in a broad sense, which includes 

telecommunications. Some others have called it ICT (informational and 

communications  technology).  Reproduced  with  permission  of  the  copyright 

owner. Further reproduction prohibited without permission. The Management of 

IT (including electronic computation and electronic telecommunications) E- 

Commerce   or   E-Business   (Distribution   channels,   promotions,   and   technical 

execution of transactions of business) E-Finance (Internet banking, paperless 

processing, stored-value cards, e-payment, on-line stock trading, etc.) processing 

time of each financial transaction. Thus, via electronic communication and 

computation,  financial  institutions  can  operate  more  efficiently  than  ever  before. 

Here, e-finance is defined as the application of 1T (including electronic computation 

and electronic telecommunications) in financial management. 

 

On the other hand, after many countries have joined the European Economic Union 

(EEU) and the World Trade Organizations (WTQ), goods, labor, and services are 

allowed to move easily across national boundaries. International harmonization of 

regulation in financial markets is expected (White, 2000). The diffusion of e-finance 

technology  across  nations  further  speeds  up  the  transmission  of  information  in 

different countries. Hence, the global financial markets could become more unified 

than before due to the progress of e-finance (Claessens et al., 2002). Therefore, an 

investigation of the international market's integration of financial intermediaries along 

with the development of IT is important. 

 

In the finance literature, many previous studies (e.g., Timme, 1991, among others) 
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have explored the `technological change' of commercial banks in the U.S. Only a few, 

such  as  Lin  and  Lin  (2004) and  Lin  et  al.  (2004), have discussed  technological 

changes under the framework of international finance. Furthermore, the concept of 

the `technological change' is too broad to capture the contribution of IT. Therefore, it 

is critical to evaluate the impact of IT on the international financial industry. 

 

Although IT investments are risky and costly in practice, they are seldom tied to 

profit-making aspects (Lin and Shao, 2000; and Shao and Lin, 2002). In the 

information systems literature, this problem is well-known and called the IT 

productivity paradox (Hitt and Brynjolfsson, 1996; Brynjolfsson and Yang, 1996; 

Dewan and Kraemer, 2000 and Lin and Shao, 2000; among others). While financial 

institutions are the major customers of IT, justifying substantial IT investment has 

become necessary and important. Alpar and Kim (1991) have found that IT is cost 

saving, labor saving, and capital using, but Prassad and Harker (1997) have stated that 

IT  investments  have  little  significance  on  the  productivity of  commercial  banks. 

Therefore, there is no conclusion on whether or not IT significantly contributes to the 

profit or cost performance of financial institutions. 

 

Moreover, most previous research on e-finance has been confined to the case of the 

U.S.  And,  an  international  comparison  in  this  field  is  rare  except  the  work  of 

Claessens et al. (2002), who have discussed e-finance all over the world by using 

conceptual reasoning rather than providing strong empirical evidence. Therefore, it is 

important to investigate the impact of IT on financial services across nations, given 

that the world economy is increasingly globalizing. 

 

Although the literature essentially remains silent on the effect of e-finance on 

international finance, the impact of IT across nations has been discussed extensively. 

For  instance,  Dewan  and  Kraemer  (2000)  have  investigated  the  international 

productivity paradax of IT. They have found that IT investment is negatively related 

to the productivity across nations. However, they have found strong evidence to 

support the conten'ien that IT improves productivity for developed countries, but 

reduces productivity for newly developed and other developing countries. In other 

words, the negative relationship between IT and productivity is supported by the 



74 

 

observations from the developing countries subsample and there is no "productivity 

paradox" in the developed countries at all. 

 

The major businesses of commercial banks include loans (commercial and consumer 

loans), deposits (term deposits and demand deposits) and financial investments (long- 

term and short-term). The insurance industry consists of property/casualty insurance, 

health care insurance, and life insurance, and can also be categorized into life and 

non-life insurances. Although the sources and uses of funds are different across these. 

The definition of globalization according to Czinkota et al. (2000) is that the 

discrepancy among different will decrease and eventually disappear. two types 

of insurances, they have some basic common features: they receive premiums from 

customers, pay them for accidents, and invest their reserves in financial markets. Due 

mainly to the limit of data available, I do not separate them in this study. According 

to Rai (1996),  most international insurance companies (over 60%) are engaged in 

both life and non-life insurances, but during this deregulation era, the boundary 

between these two insurances becomes less important  because in  many countries 

an insurance company issues both life and non-life policies. This trend justifies our 

focus in this study on a global comparison rather than comparing different types of 

insurance companies. 

 

Regarding the methodological issues, note that efficiency analysis has become 

dominant in research on financial institutions (Allen and Rai, 1996; and Rai, 

1996). I follow this convention but adopt a more generalized stochastic frontier 

approach to estimate cost and profit efficiencies. This approach is shown 

empirically and theoretically to be superior to previous approaches. 

 

This section discusses the relevant findings and problems of the earlier studies that lead 

to  the  development  of  goals  for this  research.  The debate  on  IT's  contribution  to 

Corporate Performance(especially Sales) has contributed for at least three decades. So 

far, apparently no study has found a significant relationship between lT investments and 

the overall profitability of the firm, and only a few studies have found a significant 

positive relationship between IT and some aspect of Corporate Performance(especially 

Sales).   



75 

 

 

The  argument  of  Hitt  and  Brynjolfsson  (1996)  that  IT  contributes  to productivity 

but not profitability (as all the gains are passed on to the customers due to heightened 

competition may be true in the case of few firms. However, it is not clear why their 

argument should be true for all firms, cutting across different industrial settings and 

competitive arenas. Also, if it is true that firms investing in IT see no increase in profits 

due to heightened competition, then the firms not investing in IT should probably see a 

decrease in profits and tend to go out of business in turn, the presence of fewer firms 

should lessen competition and result in increased profits for the surviving  firms.  Many  

problems  associated  with  evaluating  IT's  contribution  to Corporate 

Performance(especially Sales) are methodological in nature. The evaluation of IT's 

contribution to Corporate Performance(especially Sales) appears to be sensitive to the 

research methodology adopted by a given researcher (Noyelle, 1990). Depending on the 

methodology adopted, one may or may not be able to assess the contribution of IT.  

 

For example, using the same data set, Loveman (1999) finds no contributions while 

Barua  (1995) do. Aside from a couple of novel approaches (e.g. Bresrtaha R, 1986; 

Banker  and  Kauffman,  1988),  two  major  methodologies  have  been  UTIlized  in 

previous  studies  to  evaluate  1T's  contribution  to  Corporate Performance(especially 

Sales). At least seven studies ( i.e., Cron and Sobol, 1983; Bender, 1986; Harris & Kat, 

1988, 1989; Siege! and Griliches 1991; Baruu., 1995; Brynjolfsson 1996) employ a ratio 

approach to evaluating IT's contribution to Corporate Performance(especially Sales). 

These seven studies use either correlation or regression analysis to establish the 

relationship between a particular CT ratio and a particular profitability ratio. Although 

none of these seven studies found a significant relationship between FT investments and 

the fern‘s bottom line, each one (except for Hitt & Bryryol~'sson, 1996) did find a 

significant positive relationship between 1T investments and some important aspects of 

Corporate Performance(especially Sales). Thus, the findings of these seven studies are 

generally  consistent.   

 

On  the  other  hand,  studies  by  Mocrison  &  Berndt  (1990), Loveman  (1999),  and  

Hitt  8c  Brynjolfsson  (1996}  employ  a  production  function (drawn from 

microeconomics theory} to evaluate IT's contribution to Corporate 



76 

 

Performance(especially Sales). The findings of these three studies are inconsistent. 

Morrison & Bernd that the marginal contribution of IT to productivity is minus 20%; 

Loveman finds it to be 0%; and Hitt & Brynjolfsson find it to be plus 95%. These three 

widely different findings indicate that the researchers may not have selected an 

appropriate production function to evaluate IT's contribution to Corporate 

Performance(especially Sales). Hence, the present study uses the ratio approach to 

evaluate IT's contribution to Corporate Performance(especially Sales).  

 

There are also other reasons for using the ratio approach in the present study. Firsr, the 

ratio approach appears to be most appropriate for this study's objectives and goals. 

Alpar & Kim state that financial ratios "are excellent indicators of the state of a firm 

and an industry" (1990: 67). IT-related ratios are used by industry associations, 

consulting firms, and corporate management to compare one or more firms with 

competitors (Snotty & Gruber, 1981). Similarly, Harris & Katz observe that "financial 

ratios have been used extensively to predict firms performance" (1989). Studies by 

Beaver (1966), Altman (1968), Pinches & Mingo (1973), McGowan (1985), and Buzzel 

& Gale (1987) are all examples of studies using financial ratios to understand and 

predict Corporate Performance(especially Sales).  

 

Second, the findings of the financial-ratio approach are more meaningful and easier to 

interpret than the findings of the production-function approach. For instance, in the 

production-function approach it is not clear as to what a high- or low-gross marginal 

product means, or how an organization may apply this knowledge. ln this regard, it is 

instructive to note that while Hitt & Brynjolfsson (1995) found a surprising 95% gross 

marginal product for 1T (which implies that firms are considerably under-invested in 

IT), they are quite ambivalent about recommending more IT consumption by firms. 

On the other hand, Barua et al. (1995) use the financial- ratio approach, and their results 

inform us about the degree of relationship as well as the detection of association 

between a particular IT-spending ratio and a particular financial ratio such as capacity 

Utilization or inventory turnover. Similarly, Harris and Katz (1989) use the financial-

ratio approach to develop a model that discriminates, with high reliability, between 

high-performing and low-performing insurance companies based on their IT spending 

levels. Third, the production-function approach is based on the assumption that firms 
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are driven solely by the motive of obtaining higher profits or lower costs.  

 

This assumption may not always be valid as organizations are run by people, whose 

motivations are not necessarily aligned with those of the organization. Sometimes, 

managers are less interested in increasing firm's profits or reducing firm's costs but 

more interested in increasing their own job security or stability (Gordorr, 1961). 

These managers may engage in empire building or showing off{e.g. having more 

secretaries, better parking spaces, bigger offices, fatter expense accounts ), and in 

increasing their persona! status, power, or income (Williamson, 1966). Thus, managers 

may make IT investments not for reasons of improving the firm's bottom line but for 

other reasons, including possession of the latest technology to impress colleagues.  

 

The evaluation of IT's contribution to Corporate Performance(especially Sales) is 

also sensitive to the nature of the specific measure employed as the independent or the 

dependent variable. The use by Barua (1995) of several lower level financial ratios 

(capacity Utilization or inventory turnover) rather than higher-level financial ratios 

(return on assets or return or equity) is a case in point. Also, it is important to note that 

return on equity or return on assets may not always be the most relevant ratios for 

evaluating the financial heath of all industries. For instance, cash-flow ratios are often 

better predictors of the financial health of real-estate firms or REIT, like passenger-load 

factors may better explain the profitability of airlines. Thus, it makes sense to examine 

the changes in the different financial ratios in different contexts and over time in order 

to capture meaning full the impact of IT investments on Corporate 

Performance(especially Sales).   

 

Similarly, it seems that the ratio of IT spending to total operating expense is a better 

predictor of Corporate Performance(especially Sales) than the ratio of IT spending to 

the number of  employees. Bender (1986) and Harris & Katz (1988, 1989) use the ratio 

of IT spending to total operating expense as the independent variable in their studies, 

and their findings are consistent. Each of these three studies finds a significant positive 

association between IT investments and some key aspect of Corporate 

Performance(especially Sales). On the other hand, Barua (1995) and Hitt & 

Brynjolfsson (1996) use the ratio of IT spending to number of employees as the 
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independent variable and their findings are inconsistent. Further, it appears that the 

proportion of the total operating expense that a firm spends on IT is a better indicator 

of that firm's commitment to IT than an absolute dollar amount per employee that the 

firm spends on IT.  

 

The absolute dollar amount per employee that a Firm spends on IT is not merely a 

function of that firm's commitment to IT' but also a function of that firm's resource 

richness. A resource-rich firm is more likely than a resource-scarce firm to purchase 

IT without necessarily making sure that the IT being purchased is really needed by the 

firm. Thus, a resource-rich firm with little commitment to IT may spend on IT a 

higher dollar amount per employee than a resource-scarce firm with a high 

commitment to IT. On the other hand, the proportion of the total operating expense 

that a firm is ready to spend on IT is essentially a function of that firm's commitment 

to IT. Thus, it seems that using the ratio of IT spending  to  total  operating  expense  

as  the  independent  variable  may  provide meaningful insights into the relationship 

between lT' investments and corporate performance. lt also seems that the identification 

of the relationship between IT spending and Corporate Performance(especially Sales) is 

significantly dependent on what specific IT spending ratio is used as the independent 

variable and what specific financial ratio is used as the dependent variable.  

 

Hence, it makes sense to use different IT spending ratios as independent variables, and 

examine the relationship between each of them and the various financial ratios to 

capture IT's contributions to Corporate Performance(especially Sales). Much research 

has been done to evaluate the average contribution of IT to Corporate 

Performance(especially Sales) atoning forms using IT. Earlier studies do not examine 

how IT's contributions to Corporate Performance(especially Sales) vary across firms. 

Surely, some firms employ IT more effectively and consequently obtain greater 

benefits from IT usage than other firms. Also, much research seems to be based on the 

notion that as the amount of IT' used by a firm increases, so do its profits. These studies 

tend to emphasize the quantity and tend to ignore the quality of information that a firm 

processes or generates per unit time. Clearly,  if good information management is 

important  for a firm's operations  and performance, then both the quantity and quality 

of information that a firm processes or generates per unit time do matter. A firm's 
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recent-past performance provides some insight into the effectiveness of that firm's 

existing information-management system. Thus, it would make sense to control for a 

firm's growth rate in the recent past while exploring the relationship between IT 

investments and Corporate Performance(especially Sales). Earlier studies exploring the 

relationship between IT investments and Corporate Performance(especially Sales) 

have tended to neglect or ignore the factor of risk. It is very important to incorporate 

risk in the model for evaluation of IT impacts.  

 

Clearly, the management of risk is a key aspect of performance. Also, a firm's risk-

adjusted performance may be quite different from its performance not adjusted for risk 

{this is most clearly evident in the case of mutual fund companies or investment 

advisory firms). Thus, it is not unreasonable to expect that the relationship between IT 

investments and risk-adjusted performance measures may be quite different from the 

relationship between IT investments and performance measures not adjusted for risks. 

Ironically, the employment of rapidly advancing IT' not only facilitates risk 

management but also accentuates the kinds and levels of risks faced by a firm. It is 

conventional wisdom that introduction of new technology in the marketplace poses 

challenges for the existing market leader and provides opportunities for the current 

market follower to overtake the market leader. However, in the information era, the 

challenges faced by the market leader in any given industry are more frequent and 

come not only from within the industry but from all parts of the economy.  

 

The information ere is characterized by more and increasing levels of knowledge, 

complexity, and turbulence (Huber, 1984). It is also characterized by constantly shifting 

demographics, ruthlessly competitive global markets, severe regulation, short product-

life cycles, and scarce resources (Piore & Sabel. 1984; Miles & Snow, 1986; Handy, 

1989; Ohmae, 1989). To cope with these new environmental realities, organizational 

adaptations appear to include the strategies of "buy not make" and "collaborate to 

compete," both characteristics of the Virtual Corporation (VC). Increasingly, 

organizations are adopting numerous strategies: outsourcing (Malone.,1987; joint 

ventures (Harrigan, 1985); strategic alliances (Hamel., 1989); information partnerships 

(Konsynski & McFarlan, 1990); inter-organizationaI collaboration (Astley & Bruhm, 

1989); new hybrid organizational structures or forms (Powell, I987; Borys Jemison, 
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1989); and dynamic networks that form and reform with a lead firm acting as a broker 

(Miles and Snow, 1988) or as a hub (Jarillo, 1988). Thus, the barriers and boundaries 

between organizations and industries appear to be less distinct and more diffuse. 

Accordingly, the challenge to a firm can come from any number of sources.  

 

Hence, it is important to consider the factor of risk when exploring the relationship 

between IT investments and Corporate Performance(especially Sales). Further, all 

studies except Weill (1990) conceive of IT as one monolithic, homogeneous entity. 

Clearly, there are different types of ITs: from telecommunications to mainframe 

computers to networked client-servers to stand alone desktops, etc.   Why, then, should 

the impacts of different ITs be the same? Additionally, nearly all studies are plagued 

with technological determinism: use IT and a definite profitability outcome will ensue. 

Barring studies done by Barua (1995) and Hitt & Brynjolfsson (1996), much of the 

relevant research has tended to ignore all contextual variables. Most studies seem to 

be based on the notion that a single characterization of the effect of IT usage on the 

firm's profitability is possible, and would be true for all firms, irrespective of their 

size, industry setting, competitive arena, or IT-management practices and tactics. Why 

should the information needs and IT requirements of a small semiconductor firm be 

same as those of a large semiconductor firm or of a large airline?  

 

Again, why should the impact of IT investments on profitability for a firm using 1T to 

control costs or improve management control be the same as for a firm using IT to 

improve customer service or operational flexibility? To conclude, there are clearly 

a large variety of firms operating in widely different settings and competitive 

situations. Further, IT's contributions are not limited to just one Corporate 

Performance (especially Sales) variable or dimension. Should not then, our ability to 

understand, explain, and predict IT's contribution to Corporate Performance 

(especially Sales) be dependent on how well  we  simultaneously  address  sets  of  

contingencies,  performance  criteria,  and tactical alternatives. 
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2.18 Role of Information Technology and Customer Relationship Management in 

Mutual Fund Industry 

 

Most of what has been written about CRM is from the practitioner's point of view 

(Plakoyiaunaki and Tzokas 2002) and relatively little is known about the CRM 

process as there is no field-based empirical research to provide a clear picture of the 

system's process complexity. Yet, Forrester Research reports that only 2% of 

businesses have an integrated view of customer data (Calhoun 2001) and most firms 

still seem to strategize in silos (i.e., each department or division concentrates on the 

strategy  that  will  help  achieve  their  goal  rather  than  overall  company  goals). 

Customer databases  in  different  departments  of  a firm  are rarely linked  together 

especially Sales in financial service companies where investment in legacy systems 

has hindered the use of database technology. One of the top barriers stowing CRM 

deployments are integration with legacy systems (65%) and pulling together scattered 

legacy data sources (62%) (Sweat 2000). (Legacy systems are large computer systems 

and application programs that capture large stores of information specific to a 

corporation's needs (customer or otherwise) and are usually very organization-specific 

and very difficult and cost prohibitive to modify) (Gold 1998). Although things are 

changing and more dollars are being invested to merge and enhance these systems, 

financial institutions are still a long way from achieving this. 

 

During the 1990s, technological advances bolstered the amount and quality of 

customer data available to firms and firms began to spend millions of dollars on 

CRM  systems. Companies began to look at their customers more holistically in 

order to better understand the reasons behind their loyalty (James 2002). CRM 

systems may, justifiably, pose other concerns for marketers. Do consumers 

understand what database technology is? Do consumers view database marketing 

as an invasion of their privacy or do they, as marketers believe, see it as a method 

of enhancing a marketer's knowledge in order to better understand the customer's 

needs?   Although   most   corporations   have   strict   policies   around   customer 

information and privacy, earlier studies have shown that consumers and marketers 

do not necessarily perceive ethical issues in the same way. Even though 



82 

 

corporations distribute a  `privacy policy' to their customers, it  alone does not 

necessarily provide the level of confidence that a customer has in the firm's privacy 

practices. And, customers today are more aware of marketing databases and how 

that information is used. Information technology equates to knowledge for the 

company and for the consumer. It could be argued that this technology shift is 

causing more and more anxiety on the part of consumers who resent the amount of 

information  firms  have  accumulated  on  them  and,  at  the  same  time,  sense  a 

departure from the one-to-one personal relationship they previously knew. Yet, 

having a customer database is no longer a competitive advantage. Not having one, 

however, is a competitive disadvantage (Newell 1997). Database marketing allows 

the firm to combine the best of customization and personalization in varying 

degrees. 1999-2000 was the year of exposing "privacy laws" to consumers in the 

hope that their fears would be allayed. Customers, however, still tend to view 

information technology as an invasion to their privacy. This reaction also tends to 

erode the trust element in the relationship. In spite of all the confidence placed on 

database marketing systems, emotionally satisfying relationships require periodic 

human presence. Absent human involvement, authenticity is compromised in a 

customer's perception (Sheth and Parvatiyar 2000).  

 

CRM does not necessarily espouse elimination of personal contact, but it certainly 

is designed to minimize the time human interaction is needed. Barefoot (2001) 

suggests that the best way to avoid  problems  with  customer privacy is  to  build  

a pervasive privacy culture within the organization so that employees can 

recognize privacy issues when they encounter them and know how to react. This, of 

course, requires leadership that builds and then sustains sensitivity to privacy 

throughout the company. Installing a privacy culture in a financial institution 

requires a supportive environment. The critical factor becomes the surrounding 

culture in which employees operate -- that set of shared understandings and 

informal rules that groups use to guide behaviour. Generally speaking, financial 

service institutions today possess deeply rooted cultures  that  guide  employees  

toward  building  market  share  and  earnings. However, when privacy issues arise 

outside the scope of new rules (e.g., Gramm - Leach-Bliley Act), they will struggle 

to compete for thoughtful attention with the business values already entrenched 
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there, including a drive to gather ever more customer information and use it more 

creatively to improve performance. After all, such use of customer information 

constitutes one of the major building blocks of the customer relationship 

management strategy (Barefoot, 2001).  

 

Using database marketing is considered by the firm as an innovative way to present 

new products and services to consumers based on their buying patterns translated to 

their specific needs - products and services intended to enhance the 

relationship. It helps to build, strengthen and maintain relationships. This permits 

firms to segment in new ways and retain customers via the design of products and 

services that meet the needs of customer "clusters", communicate with them more 

effectively, and earn their loyalty. It employs tools (neural networks, decision trees, 

rule induction, etc.) that look for meaning, find patterns and infer rules that may 

be causal, predictive or descriptive to make better management decisions (Gordon 

1998). At the same time, however, customers often perceive it as an invasion of 

their privacy. In the final analysis, the financial institution must create a complete 

culture supporting infrastructure with written policies and procedures, ongoing 

privacy training, creating   privacy   `champions'   who   monitor   customer   

interactions   and   the institution's own products and practices.  

 

Employee `ownership' of the privacy issue is a must if sensitivity to it is to 

permeate the corporation and if customers are going  to  get  the  sense  that  they  

are  in  secure  hands.  Customer  information generally  captured  in  databases  

includes  things  like:  name,  phone  number, customer value (to the firm), 

demographics (household size, age, income, gender), consumption habits, 

psychographics, purchase and post-purchase behavior, creditworthiness, etc. In the 

right hands, the company can learn about consumers and add value to the 

relationship. In the wrong hands, this information can compromise the customer 

(Gordon 1998). Database marketing can identify customer differences and 

similarities and can help marketers know what customers want.  

 

It is also important to characterize segments into identifiable and measurable groups 

via demographic and psychographic variables (Zeithaml 2000). Database marketing 
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helps the firm do this. Clearly, then, for CRM to be successful several elements 

must be in place:  a database of the highest quality;  a high  level of 

commitment at the top of the organization and alignment of activities around the 

CRM strategy and goal; proper segmentation; appropriate protocols that add value 

for the most highly-profitable customers; and a high level of training and 

indoctrination of all employees. It also is important to created easily accessible 

technology for customers' use so that information on them can be more easily 

gathered. Managed appropriately and consistently, this should increase customer 

satisfaction and, in turn, customer loyalty rates. Today's database technology is 

powerful  and,  used  appropriately,  provides  the  firm  the  capability  to  manage 

proper products and services to customer segments. However, if not appropriately 

applied, it can also serve to put the customer outside the firm's walls (Gordon 

1998). Caught up in our enthusiasm for our information-gathering capabilities and 

for the potential opportunities that long-term engagements with customers hold, it 

is possible that we have forgotten that relationships take two sides to succeed 

(Fournier, Dobscha and Mick 1998). We may have lost sight of the needs of the 

relationship. In other words, to get loyalty a firm must give loyalty. To get trust, a 

firm must give trust. Database marketing supports the CRM effort, but may be 

precisely the element that turns customers away. 

 

2.19 How To Measure Customer Relationship Management In Mutual Fund Industry 

 

Increasingly, customer satisfaction and loyalty measurements are being integrated 

with internal operational data that CRM systems provide. Firms also need to be able 

to justify the enormous costs of their CRM systems and need to be able to measure the 

effects of CRM on the bottom line. According to James (2002), the top three strategic 

rationales for implementing CRM have been to increase customer retention/loyalty, to 

respond effectively to competitive pressure, and to differentiate competitively based 

on customer service superiority. Linking CRM data with customer satisfaction survey 

data let firms show that CRM systems have a larger, indirect effect by influencing 

customers' intentions. Total spending by U.S. banks on CRM was close to $9 billion 

by the end of 1999 and was expected to grow to $46 billion by the end of 2003 

(Patton 2001). In the industry, it is thought that the Pareto rule still holds where a 
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small  portion  of elite  customers  account  for  the  bulk  of  profits  (Masters  2000)- 

approximately 80% of bank profits come from 20% of customers. But, this may be 

over stated.  

 

Deloitte Consulting suggests that a mere 3% of customers provide up to 44% of 

profits at Norwest, a Minneapolis-based regional bank now merged with Wells Fargo 

(Kiesnoski 2000). Increased loyalty among high value customers, actual or potential, 

has a major effect on profitability according to a Gale Group study (Masters 

2000). Generally, this is precisely the reason that financial service industry firms 

install CRM protocols for their most highly-valued and profitable customers. CRM, 

however, is not for the weak-spirited. Although the technology is designed to help 

companies keep track of their customers and boost revenues by developing long- term  

relationships  and  increasing  customer  loyalty,  it  is  proving  difficult  to 

accomplish. Companies are investing up to $70 million in a CRM launch and millions 

more during multi-year rollouts. Yet some companies still jump into CRM projects 

without  clear  strategies  or  support  from  top  management  (Patton  2001).  B2B 

Analysts' President, David Dobrin, in visits to six Fortune 500 companies during 1999 

and 2000, described CRM projects as `moribund' or used in a way that didn't match 

initial    expectations    (Patton    2001).    The    collective    opinion    about    CRM 

implementations and results suggest that part of the problem with CRM is that, once 

installed,  associates  are  not  trained  properly  to  use  it  efficiently  nor  does  top 

management continue to give it the support it needs to produce the expected results. 

 

Companies are beginning to demand more practical and long-term support from CRM 

consultants. Many firms have learned that CRM is more than a technology or software 

solution. Other factors involving organizational changes, executive (upper 

management) support and buy-in, user friendliness, and ongoing CRM consultant 

support are important in the success of CRM implementations. In a report sponsored 

by IBM and Royal Mail, it was suggested that the most advanced companies were at 

best only two-thirds of the way to implementing CRM by the end of 2000 (Goflon 

2001). Insight Technology reported in 2000 that 31% of companies implementing 

CRM solutions believed they received no return on the investment; 38% reported 

only minor gains; and 70% reported it was a failure or minor success (Calhoun 2001). 
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The Gartner Group reported that 45% of CRM projects fail to improve customer 

interactions while 51% generate no positive returns within three years and the Meta 

Group goes further to say that up to 75% of CRM initiatives fail to meet their 

objectives (Anonymous 2001). Another study showed that 35% of CRM users 

reported significant improvement in customer satisfaction; 46% showed slight 

improvement; and 15% could not tell the difference (Sweat 2001).  

 

Although it may be too early to tell, these numbers are discouraging at best. There are 

many reasons why it is thought that CRM programs have failed. However, one study 

suggests that to drive loyalty a firm must take an integrated approach that focuses on 

improving the total customer experience (Calhoun 2001), a strategic and costly 

approach that not all firms are willing to take. On the other hand, in an article 

predicting  future  trends  in  CM  Yorgey  (2002)  emphasizes  that  companies  will 

realize that customer satisfaction does not always translate to loyalty, She notes that 

many customers may be dissatisfied with a service but remain loyal to a product and 

continue to buy it. And, it is safe to say that the opposite is also true that as many 

customers may be satisfied with a service but will switch if enticed with a better 

offer. Most reported results of CRM implementations come from consulting firms or 

from CRM firms themselves via in-house customer satisfaction surveys. If CRM 

systems are so sophisticated, then, why is there so much dissatisfaction with them? 

Why are measured results so poor compared with firm expectations? Why aren't 

those companies that install such programs producing the expected increased customer 

satisfaction and increased loyalty? And, why aren't there more studies analyzing 

the roots and results of so important an investment? Many factors may contribute but 

there is an obvious need for more empirical investigations into CRM strategy. 

 

2.20 Over all Customer Satisfaction In Mutual Fund Industry 

 

Why should a financial service firm, then, invest so much money, time and effort to 

pursue a systemic customer relationship marketing strategy? One reason is that as 

mentioned earlier, historically, those firms that concentrate their efforts on retaining 

customers and establishing long-term relationships produce higher profits than those 

who  concentrate their efforts  on  acquiring new  customers  (Reichheld  and  Sasser 
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1990; Anderson and Sullivan 1993). In the credit card industry, especially, where 

competition is at the highest it has ever been and where the customer base is saturated 

with offers from every other financial institution, it is important to understand the 

customer's needs in order to grow the depth of the relationship and to achieve higher 

profits. In every economic quarter since the American Customer Satisfaction Index 

began (in 1994), banks trail the national satisfaction statistics by a significant 

percentage each year.  

 

While overall national satisfaction scores have modestly increased over the past five 

years, bank customer satisfaction scores have declined 5.1% (Feinberg, Hokama, 

Kadam, Kim 2002). Hence, it is important to concentrate efforts on improving 

customer satisfaction rates. And, one way to do this is through implementation of a 

CRM strategy. One of the major goals of CRM is to identify what protocols not 

only satisfy customers but what protocols "delight" them so that customers warn to 

maintain and grow a relationship with the firm. It is thought that the more satisfied 

customers are, generally, the more loyal customers are. As was mentioned earlier, 

several authors have identified a strong and positive link between customer 

satisfaction and loyalty (Jones and Sasser 1995; Rust and Zahorik 1991); Anderson 

and Sullivan 1993; Payne, Hoh and  Frow 2000). Others have found a distinct 

link between customer satisfaction, loyalty and customer retention (Reichheld and  

Sasser  1990;  Reichheld  1996).  And,  research  suggests  that  customer  loyalty 

(rather than relative market share or any other factor) is the primary determinant of 

profitability. Needless to say, concentrating efforts on customer satisfaction in order 

to promote loyalty among customers is a major part of the CRM strategy of modern 

financial service firms. One way to do this is to not only be customer-oriented, but to 

be involved in educating, training and providing the most sophisticated technical 

support to the staff to obtain buy-in and understanding of the importance of treating 

customers with a `long-term relationship' in mind.  

 

To accomplish this, every department that directly or indirectly touches a customer 

must be involved in determining which protocols will result in higher customer 

satisfaction rates amongst the most highly valued customers. Although some authors 

conclude that increased customer satisfaction rates lead to increased loyalty, increased 
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retention rates and profitability, there is also discussion about what, exactly, customer 

satisfaction is. Some authors suggest it is perceived quality (as opposed to 

expectations) directly affecting satisfaction rates (Churchill and Suprenant 1982). 

Others show that disconfirmation (the extent to which perceived quality fails to 

match pre-purchase expectations) is an important antecedent of satisfaction (Anderson 

and Sullivan 1993) along   with   perceive   quality.   Others   contend   that   providing   

customers   with outstanding value may be the only reliable way to achieve sustained 

customer satisfaction and loyalty (Jones and Sasser 1495; Heskett, Jones, Loveman 

and Sasser 1994). And, one way to establish value in the financial services industry is 

to provide customers with choices in their method or channel of banking (e.g., , 

telephone/IVR banking, internet, banking centers). Others have investigated the 

importance of the overall physical setting and a customer's familiarity with the players 

(associates) of a firm that can influence a customer's ultimate satisfaction 

(Garbarino and Johnson 1999).  

 

Although there are many different ways to measure customer satisfaction, there is 

consensus that it should be viewed as a judgment based on a cumulative experience 

rather than on a one-time transaction event (Homburg and Giering 2001). A single 

transaction producing satisfaction is unlikely to produce loyalty and vice verse. It is 

relatively clear that a lot depends on how you define customer satisfaction and on 

whom you are trying to satisfy. Satisfaction is relative and because of the relationship 

to various norms, it should not be taken in an absolute sense (Goode, Moutinho, Chien 

1996). As there are indeed many elements of customer satisfaction, hence, many 

definitions of a satisfied customer exist. They can be thought of as those customers 

who indicate anything above a "5" on a scale of 1-10 or it can be thought of as only 

those who are "highly" satisfied by choosing anything above an "8" on the same scale. 

Some studies reveal that there is a sizeable difference in retention rates between those 

who say (in a questionnaire) that they are very satisfied and those who are just 

satisfied (Gummesson 1999). Some organizations do not even distinguish between 

the satisfaction rates of their most and least valued customers (Gofton 2001). 

According to Heskett, et al. (1994), there is a distinct relationship between satisfaction 

and loyalty (defined by them as retained relationships). The more highly satisfied the 

customer, the more loyal they are and the more likely they are to remain a customer.  
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On the other hand, many customers say they are satisfied but are not loyal and switch 

for a variety of reasons - persuasion by another firm, the influence of friends, a desire 

to try something new, etc. And, many dissatisfied customers remain despite the fact 

that a firm is charging more or offers lower quality than a competitor (Gummesson 

1999). Perhaps this is due to their fear of switching or the difficulties involved in 

establishing new relationships. And, it is important to understand which segments of 

the customer base are more likely to stay or switch, whatever their reason may be. It is 

important to note here the existence of the `service paradox' which states that the less 

profitable customers are, the more satisfied they are; while the more profitable 

customers are the less satisfied they are (e.g., the airline industry offers an off season 

economy  ticket  for  $250  and  full  business  for  $3000;  the  business  traveller  is 

profitable but  highly demanding and  the economy traveller is  less  profitable but 

gratefull for a low price and not as demanding. There is a likelihood that the business 

traveller is less satisfied even though he/she is offered better service) (Gummesson 

1999).  

 

This is important because CRM customers are the firm's `most profitable' and possibly 

their least satisfied customers. For the purpose of this study, customer satisfaction is 

defined as "those customers who are satisfied with the value of their credit card". In 

this particular financial service firm, it is the installation and practice of new CRM 

protocols that is expected to so enhance the customer experience and provide 

increased value that those customers receiving these protocols will be more highly 

satisfied than their non-CRM counterparts who receive only basic products and 

services and no special treatment. It is thought that these protocols and special 

treatment add value to the customer experience as they are intended to enhance the 

interaction the customer has with the firm. The objective of CRM, generally, is to 

enhance the customer experience so that the customer is delighted with the service 

and is receiving the attributes that make this credit card service better for them than 

the competition. In the case of this financial service firm, CRM customers receive 

added protocols that include higher credit limits, waived fees (e.g., late payment fee, 

check cashing fee, etc.), higher over-limit spending, more thoughtful scripting on the 

part of employees who they may encounter, and other special treatments. 
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2.21 Customer Satisfaction with respect to IT Enabled Services (Online) in Mutual 

Fund Industry 

 

Intensifying competition among financial service providers has increased pressure on 

profit margins and has emphasized the strategic role of technology as a potential 

source of differentiation and cost reduction (Moutinho and Smith 2000). In order to 

increase profits and decrease expenses over the long-term, financial institutions have 

shifted some of their services from branches to the virtual banking arena (ATMs, 

telephone banking, internet banking). Bank service automation is a critical factor in 

the process of trying to attain cost-effectiveness - a strategic competitive weapon in 

the financial service market (Goode, Moutinho, Chien 1996). The expectation of 

banks is that more customers will take advantage of the convenience and speed of 

being able to deposit and withdraw money without having to wait in line for personal 

assistance. (The firm in this present study has customer satisfaction survey data from 

several years past indicating that customers expect faster, more convenient methods of 

banking).  

 

On the other hand, some segments of the population do find the shift away from 

personal service disconcerting (Thornton and White 2000). It is vitally important to 

provide the most valuable customers the level of personal interaction they expect 

and it is difficult, at best, to arrive at that level for the millions of customers serviced 

each day. Some authors suggest that a reduction in branch visits could have a 

detrimental effect on the relationship between customers and service providers 

(Thornton and White 2000). Although it is generally thought that service quality is 

compromised by a reduction in the employee-customer interface (Reazha, et al, 2003), 

Mols (1999) found that many users of electronic (internet) banking have become even 

more satisfied overall with their bank possibly due to the fact that a new service 

delivery option is available. On the other hand, many customers still feel vulnerable 

when exposing their finances to electronic media and are inclined to perceive `branch 

banking' as more reliable and trustworthy (Tee 2000). It was found that a low level of 

satisfaction was attached by some bank customers to the fact associated with their 

experience of having to queue when using an ATM, and that breakdowns in ATMs is 
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another source of service dissatisfaction. And, it is suggested that the reasons for 

being loyal to a bank are changing as a result of increased competition and the 

application of technology in the provision of bank services (Goode, Moutinho and 

Chien 1996).  

 

Virtual banking exists in many forms. The most common uses of technology for 

financial services are ATMs to deposit and extract cash, telephone banking to 

make payments and transfer money from one account to another, and, more 

recently, home or online banking to pay bills on accounts outside the financial 

institution, move investment money, and view account balances and activity. The 

financial services industry is information intensive and is rapidly changing the way it 

designs and delivers personal services. For the purposes of this study, the definition of 

virtual banking from Liao et al. (1999) will be used: Virtual banking is the provision 

of banking services through electronic media. The technology referred to, specifically 

in this study, is ATM usage and Telephone Banking with a interactive voice response 

unit (IVR). Because most consumers say they require more channels to do their 

banking, ATM access is one channel in which financial institutions are investing great 

amounts of money in order to satisfy that customer need.  

 

Telephone banking and interactive voice response units (IVR in have also become 

important channels customers use to perform the same functions that required one-on-

one involvement only a decade ago. However, providing these channels to 

customers does not imply that all customers will use them. Some segments of the 

population are more likely to shy away from any type of technology no matter 

how simple it may be to use. ‗Innovators' and `early adopter' segments may be 

more likely to try technology first (Rogers 1983). According to Rogers (1483), 

`innovators' and `early adopters' of innovations are usually young, well educated, and 

with higher incomes than `late adopters' and `laggards'. Demographics, then, should be 

one means of differentiating which segments are likely to be users of and satisfied 

with technology and which segments simply are not. Another element that might 

differentiate the satisfied users from the non-users or dissatisfied users might be 

whether they are CRM customers or not. As CRM customers are more accustomed to 

special treatment and personal interaction with their banker, they may not take 
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advantage of technology as much as non-CRM customers. Or, when they do, they 

may be less satisfied than their non- CRM counterpart. And, as it is suggested that 

customers satisfied with technology are, in turn, more satisfied with the overall 

Financial Service Product like mutual fund, it is possible that these different segments 

would show different satisfaction rates, not only with technology, but in their overall 

satisfaction of the service as well. 

 

2.22 IT Enabled Services (Online) In Mutual Fund Industry 

 

In the financial services arena, access over the phone is emerging as the access of 

choice for customers who expect telephone access 24 hours a day, 7 days a week, 365 

days a year (Feinberg, Hokama, Kadun, Kim 2002). As competition for life-long 

customers is fiercer than ever, financial institutions are searching for ways to leverage 

their call centers and interactive voice response units (IVRs) to their advantage. PSI 

Global reports that the number of monthly transactions among telephone banking 

users has risen 55% over the past five years, with consumers conducting an average of 

13 financial transactions by phone each month (Floyd 2000). According to a 1997 

report from the Tower Group, the number of transactions with retail call center agents 

was 1.2 billion in 1996 and is expected to rise to 2.4 billion by the end of 2001 

(Jacobson 1999). The most common transactions conducted through a call center are 

account  inquiries,  loan  servicing,  funds  transfers,  new  account  openings  and 

investment transactions. Telephone banking is undergoing its own metamorphosis, It 

is  clear  that  customers  satisfied  with  their  telephone  contact  are  more  likely  to 

repurchase, purchase more, and promote positive word of mouth (Feinberg, 2002).  

 

Call centers  clearly play a role in  achieving overall  customer satisfaction 

(Allirnadi 1999; Anton 1997), but determining exactly what elements of the 

telephone/IVR call experience directly influence customer satisfaction is key to a 

more accurate measurement. An important part of telephone banking is a firm's 

capability to perform `intelligent roUTIng' to serve the best customers better and 

to help retain the most valued customers. By combining the advantages of customer 

relationship management and call roUTIng, firms can commit to providing tiered 

service-with their most valuable customers receiving enhancements and less valuable 



93 

 

customers still receiving good service but no enhanced protocols. At the same time, 

IVRs offer customers the advantage of receiving the information they need without 

human interaction and, usually, with greater speed. Financial institutions favor virtual 

response units because of the cost savings.  

 

According to a study by Booz, Allen and Hamilton in 1999, the cost of a call center 

transaction involving an agent is $2 while the  same  transaction  using  IVR  

technology  costs  only  35  cents  (Floyd  2000). Financial institutions typically 

encourage their customers to use telephone banking IVR rather than opting out to 

speak with a human representative. And, to make this happen more conveniently, a 

firm creates as many options on their IVR to accommodate that which it seems 

customers consistently and frequently perform. What financial institutions fail to 

deeply investigate, though, is how customers really react to IVR options and whether 

the IVR is being embraced by customers, as the firm suspects, or simply is being 

tolerated. If convenience for the customer is at the heart of technology development 

(Van Zyl 1999) and if the primary benefit for firms is cost savings, then the quality of 

service element also needs to be addressed. IVR servicing is often time-consuming 

and even complicated to use for the customer. Many customers opt out of a IVR out 

of frustration causing firms to lose customers or to have them call back and opt out 

to a representative, a practice that is twice as costly. Telephone banking also relies on 

the elements of trust and commitment. In order for a customer to fully trust that their 

issue is being resolved appropriately, they need to have confidence in the 

representative on the phone or in the fact that the IVR has captured their information 

properly and is going to pass that information on to the appropriate party for 

resolution. If there is an absence of direct contact, such as with telephone banking, it 

is assumed that there is less control perceived by the customer (Joseph, McClure and 

Joseph 1999).  

 

Unless other attributes of the technology are considered of high quality (e.g., 

reliability, user-friendliness), customers may not trust the service. Also, as was 

mentioned in relation to ATM technology, new product diffusion theory suggests that 

not all products and services are accepted by consumers at the time of introduction. 

Some products are much slower than others in being accepted by potential adopters 
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(Mahajan, Muller and Bass 1990). Possibly, those segments of this firm's customer 

base who are older and less educated would likely not be as accepting of telephone 

technology as their younger and more educated counterparts. This implies that this 

technology might be more accepted by the early adopter  than  later  adopter  or  

laggard  segments.  This  also  implies  that  CRM customers, who are generally 

older customers, might not be as enthusiastic about using IVR technology. 

Although a growing number of customers prefer to conduct transactions on their 

own, many still want human interaction. And, demographics (especially age, 

income level, gender and comfort level with the technology) may play a part in how 

individuals respond to IVR technology. Some customers may give up if the IVR 

instructions are not clear or are seemingly too lengthy. Firms who have adopted this 

technology early, generally, see substantial cost reductions and increases in revenue 

and profits.  

 

At the same time they, generally, see increases in the usage volume. Clearly, 

customers are using the technology, especially when it comes to seeking simple 

information like asking for "account balance" or "last payment" information. The 

convenience of IVR/telephone banking services enhances the customer experience, 

generally, and it is likely that some customers will be more satisfied, overall, because 

they are satisfied with this technology service. And, it is likely that these customers 

are the younger segment of this firm's customer base. 

 

2.23 Customer Loyalty in Mutual Fund Industry 

  

There are also different ways to perceive loyalty and many definitions of loyalty. 

Customers define loyalty to an organization according to their total experience with it 

across  all touch points  in the exchange process (Calhoun 2001).  Loyalty can be 

thought of as a percentage of retained customers, as those customers intending to 

continue using the service or product or as those customers who intend to recommend 

the product or service to others. Customers will declare themselves loyal through 

feelings   and   perceptions   of   high   satisfaction,   through   positive   attitudes   and 

preferences (for the supplier) meaning that customers will be willing to repurchase 

from  this  supplier  (Hennig-Thurau  and  Hansen  2000;  Peppers,  Rogers  and  Dorf 



95 

 

1999). Most of the early literature conceptualizes loyalty as behavioral (Brown 1952; 

Churchill 1942).  

 

This type of loyalty is characterized as a form of repeat passive purchasing (Beckett, 

Hewer, Howcroft 2000). However, other studies indicate that it is both behavioral 

and attitudinal. Attitudinal loyalty involves holding positive or negative attitudes 

towards a service provider (Beckett, Hewer, Howcroft 2000) and is characterized by a 

likelihood that a customer will recommend the product or service to another (Day 

2000; Dick and Basu 1994; Homburg and Giering 2001; Peppers, Rogers and Dorf 

1999). A dual perspective of loyalty is adopted for this study. 

 

It  is  thought  that  CRM  impacts  loyalty through  customer satisfaction.  Some 

authors suggest that unless customers are very "highly" satisfied (as opposed to 

"moderately" satisfied), loyalty rates do not significantly increase (Jones and Sasser 

1995; Reichheld, Markey and Hopton 2000), especially in highly competitive markets 

as is the case with credit cards. Jones and Sasser (1995) studied the satisfaction-loyalty 

link to test Xerox' discovery that a high level of satisfaction will lead to greatly 

increased customer loyalty. They looked at the automobile,   personal   computer,   

hospital,   airline,   and   telephone   services industries, and found that customers who 

are `completely satisfied' are more loyal than `merely' satisfied customers. And, John 

Larson (VP, Opinion Research Corporation), found that `completely satisfied 

customers' were nearly 42% more likely to be loyal than `merely' satisfied customers. 

In the Jones and Sasser article (1995),  they  found  that  individuals  can  be  

classified  into  four  categories (loyalists, defectors, mercenaries, hostages).  

 

Hostages had low to medium levels of satisfaction but high loyalty rates; and 

mercenaries had high levels of satisfaction but low/medium loyalty rates. Perhaps 

some customers remain loyal because they cannot move due to switching costs or the 

fear of risking a move to another firm? One issue unearthed in the Reichheld, Markey 

and Hopton article (2000) on the relationship between loyalty and profits suggests that 

satisfaction surveys  alone  don't  yield  the  information  companies  need  to  have  

about delivering value to customers. For example, at one Toyota dealership a salesman 

pleaded with a customer to `fill out the satisfaction questionnaire with favorable 
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responses',  explaining that  `both  my wife and  I lost  our jobs  at a computer 

company and I'll lose my job here if I don't get high satisfaction scores'. This kind of  

pressure  on  customers  to  tweak  their  responses  on  customer  satisfaction surveys  

is  not  uncommon  in  today's  market.  This  may  be  one  factor  in determining why 

customer satisfaction rates are high but loyalty rates are not as high as expected. Other 

authors intimate that there are other moderating factors that determine customer 

satisfaction and loyalty.  

 

 

For example, Zeitharcil, Berry and Parasuraman (1996), in a multi-company empirical 

study examining relationships from the model concerning customers' behavioral 

intentions, show strong evidence of their being influenced by service quality and 

suggest that those  customers  not  reporting  service  problems  have  the  strongest  

levels  of loyalty.  Reichheld  (2001)  suggests  that  customer  loyalty cannot  he  

achieved unless corporate executives gain employee loyalty via `principled leadership' 

and a set of surveys that measure more than customer satisfaction and loyalty by 

forcing people to  think  of whether the organization  really does  deserve that 

customer's loyalty. And, Homburg and Giering (2001), in a consumer-durables context 

analyzing the moderating effect of selected personal characteristics on the relationship 

between satisfaction and loyalty, found that age, income, and variety seeking are 

important moderators of the satisfaction-loyalty link. Loyalty can be elusive even if 

customer satisfaction exists. And, there may be other barriers to higher loyalty rates 

that firms need to investigate and overcome. Loyalty, on the other hand, may be 

involuntary. Possibly there is no alternative to the product or service or maybe the 

bonus or reward for participating is so great (Hennig- Thurau and Hansen 2000) 

that it makes sense to a customer to remain with the firm.  

 

Yet, what a firm really strives for is loyalty with no strings attached. In other 

words, if an error is made and the service is compromised, the firm hopes that  the  

customer  will  still  be  inclined  to  stay  once  the  problem  is  fixed. Generally, 

though, past evidence does suggest that the majority of highly satisfied customers 

remain loyal. For the purpose of this study, then, loyalty is defined as customers who 

indicate intent to repurchase this service by continuing to use their credit card and 
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by their intent to recommend this service to others. As mentioned in the studies above, 

it is thought that the more highly satisfied a customer is, the more likely they are to 

be loyal (Heskett et al 1994; Gummeson 1999) 

  

2.24 Research Gap 

 

A thorough literature review on mutual fund industry revealed that mutual fund is a 

widely accepted product when it comes to financial products wordwide. In India, 

mutual fund industry is very infant in stage and have long ways to go. In this kind of 

scenario, regulator‘s role becomes very much important and they have to take decision 

depending upon changing dynamics of the industry. One of the regulation which took 

place in 2009 was No-Entry Load regulations where in upfront incentive/brokerage for 

distributing mutual fund product was banned by regulator. While distribution of mutual 

fund product is also become very much important as have to penetrate much in the 

market. To do so, a model which works as constant formula for distributing this 

financial product is important.  

 

Several studies have been conducted till date mainly on performance of mutual funds, 

expenses charged to the mutual fund schemes, personal finance, investment style and 

role of a fund manager etc.  

 

A few have studied on distribution channel mainly on one part which is expenses of 

mutual fund. No studied found which were on distribution channel and mainly some of 

the regulations impact on industry. 

 

From literature review it can be concluded that no entry load regulation was with some 

of the intentions one of the crucial point was to stop mis-selling of mutual fund 

products. Regardless the positive thoughtful regulation, distributors in that scenario 

were very much averse to sell mutual fund product so to bridge between regulator and 

distributors, it was found that there is need to analyse this regulation and develop some 

model which will measure impact of different aspects which affect distribution of 

mutual fund product. 
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CHAPTER – 3 

 

No-Entry Load Regime 

 

 

3.1 Introduction 

 

SEBI, recognizing the important role of investor confidence plays in driving market 

sentiment is positive, has taken various normative work to assert the faith of investors. 

Some of them, introducing the concept of anchor investor, disclosure of rights proposal 

documents, a list of firms, the missing, lower fees, and issue of shares with superior 

voting rights. 
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Transparency in the process of downloading and payment of commissions was 

introduced to incentivize customers to stay invested for a longer period of time. 

 

In August 2009, a limitation on the entry loads it was announced for mutual funds, 

where the Commission is to be paid directly by the investor to the distributor, 

depending on the delivery of services. It is expected that this will separate streams of 

payments for two roles distributor, as a point of sale of the asset management company 

and advisor to investors. Many mutual fund investors use the services of a distributor 

acting as financial adviser, who is expected to assist investors in the choice of schemes 

that meet their risk appetite returns, in addition to assist it in the application of the 

procedure. 

 

For the protection of the mutual fund industry from often mix and protect the interests 

of investors, the step to restrict the entry loads. This is likely to lead to the provision of 

investor to accept the decision of the Commission should be paid to the distributor, 

ensuring transparency in fees, based on the quality of service. 

 

Definition: 

A mutual fund company to collect the amount from investors when they join or leave 

scheme. This fee is usually referred to as the "Load". The entry load can be called the 

amount or fee from the investor, when logging in to the system or in the company as an 

investor. 

 

Description: 

As a rule, the load is to cover the cost of distributing company. The various mutual 

funds houses charge a variety of fees in the form of a record load. In India, this charge 

was usually about 2.25% of the value of the investment. In August 2009, however, 

SEBI has made away with the practice of charging the entry load for mutual funds. 

  

3.2   Purpose of Introducing No Entry Load in Mutual Fund 

 

Securities and Exchange Board of India, Chairman of the Sinha, who earlier headed by 

UTI mutual fund, as well as the Association of Mutual Funds In India, or AMFI, 



100 

 

decided not to lift the ban on entry load for mutual funds. Prior to the ban in August 

2009, the Fund houses charged investors about 2.25 per cent of the amount invested as 

the entry load for distribution and marketing expenses, including commissions. 

 

At the time of the ban on entry, SEBI allowed the means to collect a maximum of 1% 

of the total investment How to get out of the investors who sell, premature. 

 

Its consequences: a mutual fund industry has been reeling under the impact of the ban 

2009, resulting in the redemptions net outflow of Rs 18 044 rupees as advisers on 

matters of wealth tell customers to go to other products. The ban also affected new 

proposals or NFOs, many of the funds. According To The AMFI, only 24 of the funds 

were launched in 2010, get some Rs 3 000 rupees, in comparison with 33 NFOs 

launched in 2009 that the mopped up Rs 7 284 rupees. In addition, the ban reduced 

revenue distributors, forcing them to advise clients or redeem them justice or to invest 

in insurance and term deposits that earn them higher commissions. Currently, 

distributors have the right to charge a fee from the investor, but they are required for the 

dual check system: Separate checks and commission. 

 

Advantages: The ban was aimed at ensuring greater transparency in the system, and its 

removal, have contributed to the mis-selling of products. Prior to the ban, the Fund 

houses pay a wide range of commissions for agents for the sale of their plans. Operators 

often contributes to the funds, which promised them the highest fee. Keeping the ban 

will lead to increased competition between distributors and deliver better customer 

service. 

 

Alternative models: some believe that the SEBI went overboard in trying to correct the 

incorrect methods and ended up on the failure of the distributors sell mutual funds. 

"There is a lot of products on the market, but nobody sells them, and, therefore, there is 

no buyers," said Sanjay Matai, promoter, the richness of the architects, Pune wealth 

advisory firm. SEBI a group was established to develop a new incentive for 

distributors, in which investors may be asked to pay for the service, and commissions to 

distributors could be borne by asset management companies. 
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The world experience: in developed countries such as the United States, Canada and the 

United Kingdom, mutual funds are divided into three categories: With a front-end load, 

the back-end load and no load. When buying a mutual fund with a front-end load, the 

investor pays in advance of the Commission. In the case of the back-end load, a fee is 

charged at the time of purchase. Without a load may, as a rule, purchase or exchange 

without charges. 

 

3.3  No Entry Load Affected to Mutual Fund 

 

The new set of guidelines governing mutual funds distribution from January. Capital 

markets regulator, the Securities and Exchange Board of India (SEBI), hopes that the 

new rules will encourage mutual funds and their brokers not only in small towns and 

villages, but also to goad them in commissions. The intention of the looks good, but the 

results may not be as expected by SEBI. 

A few years ago, mutual funds thrived on the marketing of independent distributors 

who canvassed the investors for the commission paid by funds from the registration fee 

for new investors. In 2009, SEBI prohibition of entry of such loads, which significantly 

curbing the funds, ability to pay huge commissions and agents on the luxurious foreign 

trips. 

 

This, in turn, affected sales. Listless stock markets do not help, and tools are stored on 

the badgering SEBI to change the rules, claiming that his shackles were slowly 

suffocating. 

The new guidelines, the SEBI broker back in the game, but to make them develop only 

the product pushers for financial consultants. Not everyone is happy about this. 

 

The new guidelines are intended to provide incentives for the distributors for the sale of 

mutual funds outside of the top 15 cities. Mutual funds will be able to charge a fee 

(known as the ratio of the cost) by 0.3 percentage point more cost of investment flows 

in small towns and villages. The additional cash can go to distributors who helps 

investors on canvas these unexplored territories. 

The new guidelines to the financing within the framework of the body is less than Rs 

100 crore to charge 3 per cent of the totality of costs, against 2.5% previously. 
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"It is very difficult to implement in practice, as some distributors could give him the 

addresses of some investors to get more of the Commission, even if the investor lives in 

one of these cities [15]", explains the head of the heritage of Mumbai. 

Rajiv Bajaj, vice president and general director of the Bajaj Capital, believes that the 

new rules will change the approach to distribution. Bajaj capital - 12 of the most 

important distributor of mutual funds, Rs 36 crore, which is based on FY2012 (fiscal 

year 2011-2012) data from the Association of mutual funds in India (AMFI). 

The new set of guidelines governing mutual funds distribution from January. Capital 

markets regulator, the Securities and Exchange Board of India (SEBI), hopes that the 

new rules will encourage mutual funds and their brokers not only in small towns and 

villages, but also to goad them in commissions. The intention of the looks good, but the 

results may not be as expected by SEBI. 

 

I think that a mutual fund industry slowly advisory model, which may take some time 

to become a reality. But the fact that there are a lot of business for distributors in this 

model. For the first time, distributors, looking at the model, which will be fully focused 

on the trace on the Commission and tips for customers to save them as long-term 

proposals," he said. 

 

The promotion of mutual funds directly to approach investors, SEBI has created two 

plans: straight, have a higher value of net assets, and the distributor, plan, which will be 

the net asset value below approximately 0.5 percentage points for commissions. 

 

This means that mutual funds will sell their funds through brokers, as well as 

competing with them for the investors. Many of the distributors believe that they will 

be increasingly marginalized, because investors will eventually lead to a straight line. 

 

Some of the distributors think of the consultative model, where they will provide 

investors with direct action plan for a fee. But the overwhelming majority of 

distributors do not agree, and mutual funds also support his point of view. 
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"Investors do not pay advisory for GSS, insurance or any other financial product. Why 

do they pay fees for a mutual fund distributor? The Advisory model - a dream that takes 

a lot of time to become successful in a country like India," says General Director of a 

medium-sized company fund. 

 

However, some of them giving him a shot. Jaydeep Kashikar firm brain terms 

Investment Center is based on the Advisory model alone. He said that an honest 

consultant gets his fees, provided that he can evaluate its services to the customer. "Our 

goal, the Advisory model works. We believe that the interest of the investor, and not 

the miss-elling. People are willing to pay, when they see the benefits of our 

recommendations," he said. 

 

Ajit Dayal, the founder of the quantum mutual fund and not working distributors. The 

quantum in the long term, direct investments fund, the cost of 1.25% compared to the 

industry average of 2 per cent for the top-rated. 

 

Dayal said that it relies solely on the consultative model of sell your fund, which now 

has an asset of about Rs 135 crore. 

 

"Our strategy is to obtain the informed investor who can invest a lesser amount, and not 

simply to collect a huge housing. In this sense, we 'Recommended' investors. India 

needs a change of generations, discarding the old "Your money is my money" 

distribution model and the transition to a more transparent consultative model, when the 

client knows exactly how much money the distributor or advisor is paid. And service 

recommendations, can be judged by its results," he said. 

 

In India, there are 42 asset management companies (AMC), the Office of up to Rs 7.68 

crore rupees. The five managers accounted for about 54% of the total assets. 

 

The smaller AMC believed that the SEBI guidelines get the distributor back in the 

game, but only for the big funds that were rich of big cities. The funds, which can 

afford to pay high commissions for brokers and, at the same time, create their own 

teams in smaller cities. 
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And the Mumbai distributor considers SEBI was messed up with its guidelines, since it 

would be difficult for sales tracking practice in smaller towns and cities. He said SEBI 

has created enough incentives for The mis selling in smaller cities. 

 

3.4  Impact on Industry 

Entry load on mutual funds (MFs) was eliminated after the disturbance of the burden 

which it imposes on the investor. 

 

However, the abolition of the distributors; the Commission has come down drastically. 

The commission is paid is not good enough to encourage them to bring more business 

for MFs. It is therefore not surprising that the MF industry is in decline, the concern of 

politicians up to the prime minister. 

 

At the time of his last, brief stint of the financial portfolio, the Prime Minister sent 

signals for the re-introduction of the entry load. But this movement made Securities and 

Exchange Board of India Chairman U K Sinha, on the grounds that the introduction of 

the entry load in MF schemes of burn a hole in the pockets of the investors. 

 

Speaking against the introduction of the entry load, Sinha does not offer any solutions 

for the weakening of the MFs business. 

 

He was, as a rule, as a regulator, not development. While the Insurance Regulatory and 

Development Authority as the body, MF industry has no such institutions to explore his 

interests 

When making the regulatory perspective, however, Sinha is not alone. But Sinha, as 

well as many analysts, forgot the basic question: while the collector needs a high 

commission to promote the industry, why an investor to pay for it? The problem, in 

other words, should be reviewed. 
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THE REAL PICTURE 

 

Why do investors have the incidental expenses (distributors), if it is a MFs who want to 

increase their assets under management (AUM)? 

 

The statistics shows that AUM, especially equality AUM, decreased after the 

cancellation of the entry load. This does not mean that investors keep their money at 

idle speed. 

 

They have a lot of areas in the park. Even if they prefer to invest in MFs, they are 

countless. MFs need investors, not vice versa. In the era of the entry load, MFs will 

take money (load) from investors and pay the same to distributors, as the Commission. 

 

Now the picture is clear. For the survival of the MF industry, AUMs need to grow, for 

which the MFs rely on distributors. 

 

Distributors have a wide range of contacts with private investors, in particular, and may 

be more effective than sales personnel MF industry. MFs, can bring more business, 

paying the commission to distributors. But who should pay - Investor, by paying the 

entry load, or the asset management company? 

 

Again, it is quite clear that the MFs need a good number of AUMs for survival. 

However, investors should not rely only on the MFs; they have other investment 

options, such as gold, real estate, bank FDs. 

 

In such a case, the services provided by a distributor for the survival of the MF and not 

to the investor. Therefore, if the investor to bear the burden of payment of distributor? 

 

UNDERSTANDING ROLES 

Let's look at this in a different way. In all MFs, sales employees pay more total after 

fund managers. An average level of sales worker receives Rs. 10 rupees a year (the cost 

of the company). His work profile is the mobilization of the business. And that he 
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receives the salary, AMC, regardless of whether he brings to an appropriate level. 

Distributors also do the same job, for the Commission. 

Sales personnel on the AMC voters, while distributors, ready-to-roll unit. Then he 

defies logic, the servants a huge salary outgo must satisfy the AMC and distributors" is 

paid from the investors. In fact, costs for the acquisition of business is higher than in 

the case of staff than the distributors. 

 

The distributors are accused of churning investments of its clients quite often to 

increase them. Here, SEBI assumes that investors are financially illiterate and dance in 

the distributors' melody. 

 

This is absurd. As a rule, investors who have decided to exit the MF and enter another, 

maximizing their return. The most basic principle of justice is that its value changes 

every second and tracking of stock market by switching the MFs is only to be expected. 

Are not the managers of fund portfolios to whisk often to improve the Fund return? 

 

Then, if the investors? If the investors want a long-term investment, they will go to 

gold, real estate and banking GSS. 

 

In contrast to previous, it is the buyer market for MFs in these days. At the present 

time, MFs, in dire need of distributors", in order to increase their AUM and survive in 

the fierce competition. They have to pay the commission that compensates for the costs 

of the distributor in the business. The Commission should be paid by the AMC from its 

pockets, without entrance fees. 

 

There is no need to return once again to record the load. But there is, of course, you 

have to pay the distributor of the highest commission. 

 

Past Performance 

 

The  studies  on  the  relationship  of  current  performance  of  mutual  funds  with  

their  past performance reveal that the relationship exists only in some cases as 

shown in below table. 
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Table – 3.1 Studies on the attribute Past Performance 

 

 

Author 

Period 

Covered 

(No. of 

funds) 

 

Type of funds 

 

Relationship 

Sharpe(1966) 1954-63 (34) All No 
Jensen(1968) 1945-64 (115) All No 

John and Donald(1974) 1960-69 (123) All No 
Chang & Lewellen(1984) 1971-79 (67) All No 
Lehmann & Modest(1987) 1968-82 (130) All Yes 

Grinblat & Titman(1989) 1975-84 (157) Growth Stock No 
Grinblat & Titman(1992) 1974-84 (279) All Yes 
Hendricks et al.( 1993) 1974-88 (165) Equity Yes (short term) 

Malkiel(1995) 1971-91 (724) Equity Partial 
Elton & Gruber(1996) 1985-94 (270) All Yes 

Cai et al.(1997) 1981-92(64) Open ended Yes 
Philpot et al.(1998) 1982-93(27) Bond No 
Allen & Tan(1999) 1989-95(131) All Yes 
Cortez et al.(1999) 1994-98(12) Equity Yes 
Casarin et al.(2000) 1988-99(57) Equity No 

Droms & Walker (2001) 1971-90 (151) Equity Partial (short 

term) 
Cortez & Silva (2002) 1994-98(12) All Yes 

Roy & Deb (2004) 1992-03 (133) Open ended Yes 
Chander (2005) 1998-02 (80) All No 

Huij & Derwall (2005) 1990-03 (3316) Bond funds Yes 
Bauren et al. (2006) 1990-03 (143) Equity, balanced short term 

Sehgal & Jhanwar (2007) 2000-04 (59) All No 
Deb et al. (2008) 2000-05 All Yes 

Tsolas (2011) 2008–10 (15) NR ETFs Yes 

 

ASSET  SIZE,  EXPENSE  RATIO,  LOAD  STATUS,  RISK,  

INVESTMENT STYLE, AGE OF MUTUAL FUND SCHEME 

Below Table depicts the studies on different attributes with respect to the 

performance of the mutual funds 

 

Table – 3.2 - Past Literature on the Relationship between Performance and Attributes 

 

 

Author 

Period Covered 

(No. of funds) 

 

Type of funds 

 

Relationship 

ASSET SIZE 
Grinblatt & Titman (1989) 1975-84 (157) Growth Stock Nil 

Gorman (1991) 1973-85 (355) All N 
Grinblatt & Titman (1994) 1974-84 (279) Equity N 
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Droms & Walker (1996) 1971-90 (151) Equity Nil 
Philpot et al. (1998) 1982-93 (27) Bond funds P 
Indro et al. (1999) 1993-95 (683) Active P 

Dalquist et al. (2000) 1992-97 (210) Equity & Bond N & P 
Peterson et al. (2001) 1992-00 All Nil 

Jan & Hung (2003) 1961-00 (16435) All P 
Karlsson & Persson (2005) 2000-04 (44) Equity P 

Haslem et al. (2008) 2006 (136) Index funds P 
Babalos et al. (2009) 2000-06 (491) All P 

EXPENSE RATIO 
Lakonishok (1981) 1955-64 (70) All N 

Ippolito (1989) 1965-84 (143) All P 
Grinblatt & Titman (1994) 1974-84 (279) Equity N 
Droms & Walker (1996) 1971-90 (151) Equity P 

Malhotra & McLeod (1997) 1992-93 (2367) Equity & Bond 

funds 

N &P 
Apap & Griffith (1998) 1983-93 (4459) Equity N 
Dalquist et al. (2000) 1992-97 (210) Equity, bond, 

money market 

N 
Jan & Hung (2003) 1961-00 (16435) All N 

Dowen & Mann (2004) 2003 Equity & Fixed 

Income 

Nil & N 
Karlsson & Persson (2005) 2000-04 (44) Equity N 

Haslem et al. (2008) 2006 (136) Index funds N 
Babalos et al. (2009) 2000-06 (491) All N 

LOAD STATUS 
Ficher & Minet (1964)  All Nil 

Ippolito (1989) 1965-84 (143) All P 
Droms & Walker (1994) 1971-90 (108) International 

Equity 

Nil 
Droms & Walker (1996) 1971-90 (151) Equity Nil 

Malhotra & McLeod (1997) 1992-93 (2367) Equity & Bond 

funds 

N & P 
Dellva & Olson (1998) 1987-92 (568) Equity N 

Jan & Hung (2003) 1961-00 (16435) All P 

Anderson et al. (2004) 1997-01 (348) Real Estate N 

RISK 
Sharpe (1966) 1954-63 (34) All P 

Dellva & Olson (1998) 1987-92 (568) Equity P 
Anderson et al. (2004) 1997-01 (348) Real Estate N 

Karlsson & Persson (2005) 2000-04 (44) Equity N 
Tsolas (2011) 2008–10 (15) NR ETFs N 

INVESTMENT STYLE 
Malhotra & McLeod (1997) 1992-93 (2367) Equity & Bond 

fundds 

Yes 
Dalquist et al. (2000) 1992-97 (210) Equity, Bond,  

money market 

Yes 
Shi & Seiler (2002) 1989-99 (180) Growth & 

Value 

Yes 
Jan & Hung (2003) 1961-00 (16435) All Yes 

Papadamou & Stephanides (2004) 1997-02 (31) All Yes 
Rao (2006) 2005-06 (42) Growth, 

Dividend 

Yes 
Belgacem & Hellara (2011) 1999-06 (120) Growth, 

Income,  

Balanced 

Nil 

AGE OF  MUTUAL FUND SCHEME 
Malhotra & McLeod (1997) 1992-93 (2367) Equity & Bond 

funds 

P 
Peterson et al.( 2001) 1992-00 All Nil 
Otten & Bams (2002) 1991-98 (506) Equity N 

Karlsson & Persson (2005) 2000-04 (44) Equity N 
Haslem et al. (2008) 2006 (136) Index funds P 
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Babalos et al. (2009) 2000-06 (491) All P 
Belgacem & Hellara (2011) 1999-06 (120) Growth, 

Balanced 

P 
Note: P denotes the positive and N denotes the negative relationship. 

 

3.5  Impact on Investors 

 

It is, as Charles Dickens, the best of times and the worst of times for asset management. 

The positive side is that investors will have a reasonable return expectations of portfolio 

managers, seeing the nasty asset price crash in 2008. Downside is that the asset 

management firms still struggles for an alternative model to attract investors, after 

SEBI remove load entering in August last year. 

We have decided to consider this question after reading the article about that sang 

dirges for asset management. In this article, we'll show you how SEBI, the decision can 

change the structure of the enterprise asset management, the better. 

The asset management company in the industry, noticeable. Until last year, investor, 

the decision to buy a mutual fund, primarily driven by independent financial advisers 

(IFAS). If the asset management firm had a strong distributor network with a fair 

package of products, it is not too difficult for firms to collect the assets under 

management. 

 

After removal of the load on the entry in August last year, the asset management 

company, have not been able to provide incentives for trading partners (IFAs). 

 

This has led to the fact that many IFAS, or dropping out of the business or shifting 

attention to ULIPs. 

 

With the assets of the company continues to be a viable model of actively encourage 

IFAS to sell their products, media reports are singing dirges for the industry. We 

believe that the SEBI decision will not have such dramatic consequences for the 

industry. The companies, rather than to adapt to changes and exit. So that would mean 

for investors? 

 

Before you delve into this question, it is important to remember that the current 

problem arises due to the fact that the products offered by the company for asset 
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management firms are similar, if not identical. Gold ETFs, for example, offers 7 asset 

management companies. 

 

Given the identical product as firmly to ensure that it attracts investors than others? To 

go further, you can manage the assets of the company are involved in product 

differentiation? 

 

We believe that the removal of the input load will encourage asset management firms 

offer investment decisions. In other words, the enterprise asset management will not 

actively sell individual products, because it will be difficult to make. 

 

A firm, will look to offer a suite of products with their complex to investors to build a 

portfolio to meet their investment objectives. 

 

Extension of the argument that firms may offer private banking solution the mass 

affluent investors are currently only offered for HNIs. This will give integrated firms 

(those that have banking operations) competitive advantages of independent asset 

management companies. 

 

But this may not be the key competitive advantage; independent asset management firm 

may associate with the banks that do not have enterprise asset management. 

 

The decisive factor will be the set of offered goods and their characteristics. Asset 

management firms, thus, to devote their resources to the development of new products 

to ensure full investment decisions. It is important that they will strive to create a 

consistent alpha. 

 

Despite the fact that the new product can also be easily replicated, peer firms, only 

those which show the performance will create "sticky" investors. This would give rise 

to a new breed of professionals in the industry evaluation of analysts. 

 

These specialists will professionally evaluate the means against the style of the tests for 

verification, if the funds justify active fees. 
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Investors will be the largest beneficiary. They do not have to visit personal finance web 

sites, the rating of the funds for three years and five years. Appraisal System will allow 

investors to choose means to really build a purpose-portfolios. 

 

MF industry grapples with no entry load regime 

 

A year has passed since then, as a market regulator SEBI imposed a ban on entry that 

changed the face of the mutual fund. The decision hit the fund business and the 

regulator it is clear that there is no plans. The task of both asset management 

companies, as well as distributors, is to quickly adapt to these changes and forward. 

Beginning has already been made. 

 

Prakash Thakkar - happy people. His business was doing pretty well, despite many 

difficulties. By tweaking its business model and optimizing its short-term business 

goals, Mr. Thakkar has provided not only a reasonable income stream, but at the same 

time, building a strong clientele to whom he sells mutual funds (MF). Mr Thakkar is an 

independent financial planner (IFA), has been actively involved in the distribution of 

MF. 

 

A year ago, Mr Thakkar is probably with anxiety, as well as many others in the MF 

distribution of business, which now were forced to close their businesses - thanks to the 

regulatory fiat, which has changed the entire course and direction of their business. It 

was in August 2009, the Securities and Exchange Board of India (SEBI) canceled the 

entry load from MF investments. 

 

Year, the MF industry to recover from the blow to the regulator. Before the SEBI 

regulation entered into force, the recording, download or in advance of the Commission 

on almost 2.25% on the volume of investments was charged the fund houses from 

investors. MF houses, pay commission to distributors, instead of its services in the 

process, sales and marketing of products MF for the investor of the amount collected 

entry loads. As the commission amount is automatically deducted from the principal 

amount of the investment, some investors are aware of the fact that their initial 
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investments will be automatically reduced by approximately 2.5%, and only the balance 

of 97.5%, invested in the scheme. 

 

Those who are aware of this requirement that their distributors to pay part of such 

commissions, usually 1% to 1.5%, for them in cash. She was to curb this very practice 

and make MF investments more transparent and customers, SEBI introduced the idle 

mode, in the past year, in those cases where the responsibility for collecting the fee 

from the investor has fallen on the distributor. Today, any investor seeking to buy MF 

devices through a distributor, to mutually agree upon the commission payable to the 

distributor, to mutually agree upon the commission payable to the distributor for its 

services. 

 

Although the intention of the regulator, as well the meaning in the industry with 

changes that have been implemented. Without a load, the regime has forced many small 

time distributors close the shop, since to convince the investor to pay money for 

services rendered when investing in financial product, such as the MF is not easy. For 

investors, has long been used to obtain part of their investments as Cash back from the 

distributor, you will need some time to get used to the new regime. Even those who 

continue to MF business diversified its business in other financial products, such as 

insurance, bonds, savings programs and corporate deposits, if the distributor, even 

today, can transfer part of the Commission received from him, the investor. 

 

3.6  Objective of Studies 

 

The major objectives of the study are as under: 

 To see distributors dealing in core activity along with the mutual fund distribution 

 Awareness about No entry load regulation implemented by SEBI in 2009 

 Awareness about B-15 extra incentive regulation implemented by SEBI in 2012 

 Awareness about extra Transaction cost implemented by SEBI for extra regulation to 

distributor 

 Impact on Investment Flow 

 Impact on return of distributor 

 Impact on Distributor expenditure 
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 Impact on Number of Investor 

 Impact on role of distributor – In current scenario the distributor is roles as a financial 

advisor 

 No Entry load regime creates positive impacts in your professional carrier. 
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CHAPTER - 4 

 

Research Methodology 

 

 

Research Methodology is carried out to track the research work. The entire procedure 

and methods applied in order to develop a model to see effect of no entry load 

regulation‘s impact on distribution channel of Indian Mutual Fund Industry, validate 

the same technically and reach for results for the set objective are discussed hereunder: 

 

4.1 Problem Statement: 

 

Despite the AUMs (Asset Under Management) of industry has witnessed growth from 

August 2009 from 6.88 Lac Crores to 10 Lac Crores as on September, 2014; Active 

Distributors has gone down. 

– Only 18%
 
out of 92,000 Mutual Fund distributors are active 

– Penetration of MF products remaining stagnant at Less Than 5% 
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4.2 Research Objectives 

 

4.2.1 Primary Objective 

 

To understand and analyze impact of no entry load regulation on mutual fund 

distribution channel in India and develop an efficient model to evaluate impact of no 

entry load on mutual fund distribution channel 

 

 

4.2.2 Secondary Objectives 

 

4.2.2.1 To study Distribution Channel of Indian Mutual Fund Industry 

4.2.2.2 To identify factors influencing to Distribution Channel which is creating impact on no 

entry load regime in Mutual Fund Industry. 

4.2.2.3 To evaluate intra-relationships amongst the factors influencing Distribution Channel 

of Mutual Fund Industry 

4.2.2.4 To check variations of various demographic factors on the factors influencing mutual 

fund Distribution Channel with respect to no entry load regulation. 

4.2.2.5 To measure the impact of each individual factors on the Distribution Channel of 

Mutual Fund Industry 

4.2.2.6 To classify Distributors based on the factors are creating impact of No entry load 

regime. 

4.2.2.7 To develop a model to evaluate impact of no entry load on distribution channel of 

Indian Mutual Fund Industry. 
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4.3 Approach of Research: Qualitative versus Quantitative 

 

Qualitative approach is used for subjective assessment of conduct, attitudes and views 

and has a little concern with the objectivity. This kind of research does not require 

much of quantitative analysis as the data generated is not quantitative form. Where as in 

Quantitative approach rigorous quantitative analysis can be done as the entire data 

generated is in the quantitative form. Quantitative approach can further be divided into 

1) inferential, 2) experimental and 3) simulation. Inferential approach is used to form 

the database to infer relationships of populations where in survey is conducted to study 

the population to determine the characteristics of the population. In experimental 

approach effect of manipulation of some variables on the other variables is studied. 

Simulation approach allows observing dynamic behavior of a system under controlled 

conditions created by artificial environment (C.R.Kothari and Gaurav Garg).   

 

The research is about developing model to evaluate impact of no entry load regulation 

on distribution channel of Indian Mutual Fund Industry. In order to develop an efficient 

model, it is required to understand how demographic characteristic of the distributors 

affect the Distribution Channel. It is important to establish relationships between 

demographic characteristics and distribution channel because it is highly possible that 

distributors of different age may have different level of Adaptability. The same it is 

important to check what difference does the distributors‘ education level and other 

demographic characteristic like Experience, AUM (Asset Under Management), 

Number of Clients, SIP (Systematic Investment Plan) Input Value etc. make on he/she 

distributing mutual fund product. Hence, inferential approach is used in this research.  

 

Further, in order to develop the model factors affecting mutual fund distribution 

channel and effect on distributors need to be identified. The effect of each factor i.e. 

independent variable on the distribution channel of Indian Mutual Fund Industry and 

effect on distributors dependent variable is also to be checked and the relationship 

between them needs to be established. For these experimental approach is used in this 

research. 
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Thus, the research is inferential and experimental research in the segment of 

quantitative research. 

 

4.4 Research Design 

 

Research should have a perfect blend of the theory and the practical learning.  Research 

design is considered to be a blue print of any research project. The research design is a 

detailed outline to direct the study towards achievement of the research objectives and 

involves decisions on research process and data collection methods used (Aaker et al, 

2001). It basically is the conceptual structure of the research within which the entire 

research work is to be carried out. Research design shall answer the six Ws and one H 

(What, Why, When, Where, Who, Which and How) for the research work. 

 

4.4.1 What:  What is the purpose of the research? What is being studied in this research? For 

any research it is important to decide what exactly the research is about. 

Here, the research about identifying the effect of no entry load regulation on Indian 

Mutual Fund Industry‘s Distribution Channel and effect of the same on overall effect 

on distributors. The research also aims at developing a model basis the factors 

identified as the influencers. Answer to this question has been detailed in the Objectives 

section of this chapter. 

 

4.4.2 Why: Why is this study required? It is important to understand why this research is 

being conducted. 

Due to No Entry Load Regulations in 2009, entire costing and margin part in 

distribution have undergone change. With this change, distributors who are distributing 

products of mutual fund have been affected on revenue and many other factors. 

Revenue part being one of the key factors in any distribution channel and its success 

depends on revenue and costing part. Also, there is no reliable model available that 

shows the impact of these factors on mutual fund distribution channel. Hence, it 

becomes important to develop a reliable model to evaluate effect of no entry load on 

distribution channel. 
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4.4.3 When: Whether it is appropriate time to study the subject finalized for the research? If 

the study is too early the outcome will be immature and in case if it is too late then the 

results will not be that much useful. Conducting the research at the right time makes it 

most beneficial for the parties concerned.  

Mutual Fund Industry is undergoing many changes structurally over a period of time 

and it is also fact that this industry in India is still in very initial stage, it is not possible 

to identify correct timings for studying these aspects. However, for mutual fund 

distribution channel in India, this can be considered the right time as studying effect of 

no entry load will give guidance to all Mutual Fund companies and regulator to 

understand how different factors affect distribution channel and which is the most 

important factor to work upon. Further, regulator also emphasizes on penetration of 

mutual fund in India, and so the model developed will help to understand by working 

upon on which factor will give boost to mutual fund penetration.   

 

4.4.4 Where: The geographical area to be covered under the research is another important 

question. It not possible to cover entire population under any research the same way it 

is also not possible to cover entire geographical area under any research. Hence it 

becomes important to decide where the research is to be conducted. 

Under the current study four major cities of Gujarat state i.e. Ahmedabad, Vadodara, 

Surat and Rajkot are selected to carry out the research activity. All the cities selected 

have specific peculiarities which differentiates them from each other i.e. Ahmedabad is 

the financial capital of Gujarat and ―Ahmedabadies‖ are famous for their negotiation or 

bargaining in any kind of deal, Vadodara is education capital of Gujarat with advances 

and cosmopolitan culture, Rajkot people are fun loving and carefree people and Surat is 

the textile and diamond hub with higher per capita income. These way customers 

having different ideology and preferences are being covered.  

 

4.4.5 Who: After deciding the geographical area the questions comes who will be studied.  

Respondents need to be identified very carefully as the correctness and reliability of the 

research depends on the quality of the responses received.   

Hence in this research a careful decision of selecting respondents who are part of 

mutual fund distribution in India. Because these distributors can rate factors better who 

actually as selling mutual fund by visiting different clients. Further, it is quite difficult 
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to evaluate effect of this regulation on different factors affecting distribution of 

financial products like costing part, remuneration received for distributing this product, 

after sell service etc. So, considering distributors (IFAs – Independent Financial 

Advisors) is best suitable as they are the actual feet on street selling mutual fund 

product and affected due to no entry load regulations, 

Indian mutual fund industry has different distribution channels like IFAS (Independent 

Financial Advisors, Banks, National Distributors, Stock Broking Companies, Online 

Channels. 

 

4.4.6 Which: In order to collect relevant data appropriate questions are to be asked and 

studied. Which questions are to be asked is the next question.  

For collection of primary date questionnaire has been very carefully structured after a 

thorough review of available literature. Pilot study has been conducted to understand 

respondents‘ understanding of the questions and the questions have been modified 

wherever required. 

Secondary data is collected from relevant literature i.e. research papers, articles, 

reports, web-sites etc. Details of the same are presented in the Chapter – II:  Literature 

review.  

 

4.4.7 Way: This question is sub-set of the previous question ―Which‖. The data collected 

needs to be analyzed appropriately in order to get the reliable and genuine results. The 

question here arises how to analyze the data.  

For our research appropriate statistical tools have been selected. The data will be 

analysed using Frequency distribution and Graphical Analysis; Multivariate Cross 

tabulation; Descriptive statistics; Inferential Statistics – T-test, ANOVA; Relationship 

Analysis – Pearson‘s Coefficients Correlations, Stepwise Regression and Discriminant 

Analysis. The same has been explained in details in the later part of this chapter. 

 

Descriptive research design is mainly applied where the researches wants to improve on 

existing work. When researcher wants to update results of previous researches basis 

fresh, new evidences and with different respondents, new geographic locations, and 

different purposes with the current perspective.  The research is based on the previous 

researches in the area of distribution of mutual fund products in India with special 
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reference to No Entry Load regulations in this industry.  There have been several 

researches conducted in area of performance of different mutual fund scheme, 

penetration of mutual funds, expense ratios of mutual fund schemes etc. Many of the 

existing literature have been cited in this research. However, the current research is 

different and unique from the previous researches as the previous researches have 

considered only expenses and cost part or revenue part in their studies where as in this 

research effect of SEBI‘s regulation of No Entry Load which can in 2009 on 

distribution channel is carried out. Though, a few new factors have also been explored 

this cannot be considered as exploratory research as there is enough research available 

on the content in different parts of the world. This research is not even causal research 

as there has been focus on the inferential statistics and descriptive statistics in this 

research besides establishing the relationships and impact factors. Therefore, 

Descriptive cross sectional research design is the most suitable for this study. 

 

 

4.5 Sampling Design: 

 

Sampling Design refers to the methods and techniques used for selection of samples. It 

shows the detailed plan for selection of samples from the universe. The details like 

Universe, Target Population, Sampling Techniques, Sample size etc. are provided as 

under. 

 

4.5.1 Universe and Target Population: 

 

The research is to identify the effect of no entry load on distribution of mutual fund 

especially on IFA (Independent Financial Advisors), hence the universe of the 

population is the distributors selling/distributing mutual funds in India. According to 

AMFI‘s distributor‘s data base, there are more than 1 lac distributors in the country 

now which includes National Distributors, Stock Broking Companies, Banks, 

Institutional Channels etc. To reach out all the distributors distributing mutual fund 

product is not feasible hence sample will be selected from the population. The target 

sample population has been restricted to the distributors of four cities of Gujarat namely 

Ahmedabad, Vadodara, Surat and Rajkot.  
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The study is about the distribution channel and hence it was decided to consider only 

those distributors who IFA (Independent Financial Advisor).  

 

4.5.2 Sampling Techniques: Probability or Non-probability Sampling 

 

There are major two categories of sampling techniques namely Probability sampling 

and Non-probability sampling. These two categories differentiate themselves on the 

grounds of the selection process. Selection of the category depends upon the nature of 

population i.e. finite or infinite and types of research.  

 

4.5.2.1 Probability Sampling: Probability is sampling is selecting sample by giving equal 

chance of all the units of the population for selection as a sample. Probability of getting 

selected as a sample is equal for every single unit or member of the population hence it 

is called Probability sampling. This can happen only when the researcher is fully aware 

about all the units of the population.  Probability sampling can further be classified in to 

1) simple random sampling, 2) stratified random sampling, 3) cluster random sampling 

and 4) systematic random sampling. The population for the present study is the 

distributors distributing mutual fund products. Hence it is not feasible to decide the 

exact population. Thus, Probability sampling cannot be applied for this study. 

 

4.5.2.2 Non-probability sampling: Non-probability sampling can be used when the target 

population is infinite or it is not possible to define the population properly or target 

population keeps on changing every now and then. In such cases researchers need to 

apply practical parameters as per the requirement of the research and convenience. In 

this technique all members or units of population does not get equal chance of getting 

selected as sample. Mainly there are four popular non-random sampling. 1. Convenient 

sampling, 2 Judgmental sampling, 3 Quota sampling and 4 Snowball random sampling. 

Convenient random sampling is used by novice researchers wherein they can select any 

member of the population as sample which comes in their way. This method is not 

appropriate for exhaustive research except for pilot survey. In judgmental sampling 

researcher selects the sample with a specific purpose. In this research there is no such 

requirement of judgmental sampling. Snowball random sampling is applied for the 
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research wherein population is small and pre-defined. In the present research 

population is neither finite nor small hence this is also not suitable for this research. In 

quota sampling the population is divided in different segments according to various 

demographic characteristics i.e. geographic location, skill set, age, income, occupation 

or any other segments based on the research topic. Then researcher defines quota for 

each group and accordingly samples are being selected.  

 

4.6 Sample Size: 

 

Sample size determination is a very important decision for any kind of research as 

correct or rather appropriate sample size will lead to much reliable results which 

portray the picture of the present situation of the area under study and in case of 

inappropriate or lesser samples the results will not portray the correct picture.  

 

Sample size has been determined by using the standard model for sample size;  

 

Sample size = z
2
*(σ)

 2
/e

2 

 

where,  z = z value (1.96) for 95% confidence level 

 σ = percentage of probability of picking up a choice expressed as decimal 

 e = confidence interval 

 

As per the model sample size comes to 384 at 95% confidence level where in 

confidence interval is 5 considering percentage error @ 50% (the worst case).   

 

Hence the total sample size has been decided 1000.  
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Table – 4.1 - Sample Plan 

City Sample 

Ahmedabad 400 

Baroda 200 

Surat 200 

Rajkot 200 

Total 1000 

 

4.7 Data Collection: 

 

To develop the conceptual model higher amount of secondary data was used and to 

refine the model and validate it primary data was used.  

 

4.7.1 Secondary Data: 

 

The data which was collected and used earlier by some other researcher for similar or 

related studies or may be for different kind of studies which is helpful in conducting the 

present research is called secondary data. Secondary data is already published data in 

different forms like newspapers, research papers, articles in periodicals, books, 

magazines, websites etc. For this research secondary data has been collected from all 

possible data collection sources. Several books on mutual fund, distribution channels 

etc. Research articles published in reputed national as well as international journals are 

referred for collection of data analysis besides leading magazines, reports published by 

various AMC (Asset Management Companies), Industry Associations and websites of 

AMFI, SEBI, RBI etc and media. Careful deliberation has been stressed up on while 

selecting secondary data source in order to ensure relevance to the topic and gentility of 

the data. 
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4.7.2 Primary Data: 

 

Primary data is the data specifically collected by the researcher for the purpose of the 

current research. It is original data collected by the researcher himself/herself. Primary 

data is always customized as per the need of the current research. Primary data gives 

more confidence to researcher as the same is collected by him / her for specific 

purpose. However, utmost care is also required for collecting primary data as a little 

mistake can make a vast difference in the results and take it far away from the reality. 

There are a couple of ways of collecting primary data 1) Observation method and 2) 

Questionnaire method. Both the method has been used for the present research. 

  

4.7.2.1 Observation Method: In observation method researcher need to observe 

various aspects related to the research and set of observations are analyzed to get the 

results. So far as the present research is concerned various distribution channels need to 

be studied in order to check the effect of no entry load on distribution channel. 

Functioning of various AMC (Asset Management Companies) has been observed in 

details to understand the factors affecting distribution channel of Indian Mutual Fund 

industry.  

 

4.7.2.2 Questionnaire Method: In this method researcher prepares a questionnaire using 

a set of questions related to the study and required data. The responses from 

respondents are collected through the questionnaire and are analyzed to get the 

outcome. Researcher can use either open ended questions or closed ended questions 

depending upon requirement of the study. Responses of closed ended questions can be 

easily grouped and analyze whereas responses to open ended questions need to be 

analyzed subjectively. For the present research primary data was collected using a 

structured questionnaire with closed ended questions. A lot of efforts were made while 

preparing the questionnaire including thorough literature review, critical review of 

other secondary data and inputs from leading distributors and employees of mutual 

fund companies as well as industry experts from academics and mutual fund industry. 

Extreme care was taken while drafting the questions so as the respondents can 

understand the same in the manner it was asked. The same was checked through the 
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pilot survey also and corrections were made where required. Five points likert scale 

was used to record the responses.  

 

4.7.2.3 Method of Collection of Primary data through questionnaire: The questionnaires 

were personally administered for the purpose of collecting data in order to ensure that 

respondents understand the question correctly and provide their opinion only after 

clarifying the doubts they have, if any. 

 

4.8 Questionnaire Design 

 

The questionnaire is divided in three (3) parts. The first part consists of ten (10) 

questions depicting basic information of respondent including demographic 

characteristics. 

 

The Second Part of the questionnaire is the most important part as it is consisting of 5 

Questions related to different factors that have effect on distributing mutual fund 

product. In this part distributors have rated the same on five-point likert scale [1 - 

Strongly disagree, 2 - Agree, 3 - Neutral, 4 – Agree and 5 - Strongly Agree] for the five 

factors of the conceptual model to check effect of no entry load regulation on 

distribution channel on Indian Mutual Fund Industry. 

 

The last part has Two (2) questions where distributor have rated overall effect on 

distributors on five points likert scale [1 - Strongly disagree, 2 - Agree, 3 - Neutral, 4 – 

Agree and 5 - Strongly Agree] and conveyed the impact level on two-point scale [1 - 

Yes, 0 - No]. 

 

4.9 Pilot Survey 

 

A pilot survey was conducted before initiating the final data collection for analysis. 

Reliability of the factors identified as impact factor of no entry load regulation on 

distribution channel was checked using Cronbach‘s alpha. For all the factors value of 

Cronbach‘s alpha was above 0.850 (scores of α > 0.50 is acceptable and α > 0.70 is 

desirable).  
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Table – 4.2 – Cronbach’s Alpha – Pilot Survey 

  Cronbach's Alpha No. of Items 

Investment Flow 0.785 6 

Return of Distributor 0.910 4 

Distributor Expenses 0.780 4 

No. Of Investor 0.751 4 

Advisory 0.901 4 

Overall 0.804 11 

  

Further, results of the pilot survey were analyzed to check whether there is any 

ambiguity in the questionnaire. The ambiguity or confusion in the questionnaire may 

lead to incorrect responses by the respondents which in turn may lead to misleading 

results. In order to find out the ambiguities the questionnaires with incomplete or 

inconsistent answers were reviewed and the respondents were contacted to understand 

their difficulty in answering the questions. Basis the discussion with them few of the 

questions were re-framed and made the questionnaire easily understandable to all. 

 

The validity and reliability of the model was also checked basis the responses received 

in pilot survey. The results were reviewed critically and were discussed with the experts 

from academics and banking and basis the discussions one construct was removed from 

the model and the model was revised. Details of constructs removed are as under: 

 

Table – 4.3 - Details of constructs removed from model basis pilot survey 

Factor Construct Removed Justification 

Return of 

Distributors 

Ticket Size of investment has increased 

after the amendment of no entry load 

regime 

There was a conflict with the 

construct of Investment Flow – 

inflow of mutual fund has increased 

after the amendment of no entry load 

regime.  

 



127 

 

4.10 Statistical Tools 

  

To analyse the data collected from the respondents various statistical techniques were 

used in order to test the various hypothesis and attain the results for the research 

questions. Details of all the statistical techniques used in the research are given 

hereunder: 

 

4.10.1 Descriptive Statistics: 

 

The measures used to understand the data in proper and better manner are known as 

Descriptive Statistics. Descriptive Statistics can be divided into four parts 1) Measures 

of central tendency 2) Measures of dispersion 3) Measures of asymmetry and 4) 

Measures of relationships (C. R Kothari). 

 

4.10.1.1 Measures of Central Tendency 

 

a.) Mean: Mean is the value derived by dividing the total of the values of the items of 

the data set by the number of items in the data set. In normal language it is also 

known as ―Average‖. 

  

b.) Median: To identify the value of Median items in data set needs to arranged in 

ascending order. After arranging the items, if total number of items is odd the value 

of the item in the center is the median and if total number of items is even, the 

average of the values of two central items is the median. 

 

c.) Mode: The item or the value of the item which repeated the most is Mode for the 

data set. 

 

4.10.1.2 Measures of Dispersion: 

 

a.) Range: Range for a data set is the distance between the highest and the lowest 

values / items. 
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b.) Standard Deviation: Standard deviation shows the distance of the item/value from 

the mean in a data set. Standard deviation is square root of the squares of deviations 

of the item/value from the average. 

 

4.10.1.3 Measures of Asymmetry: 

 

a.)  Skewness: Skewness shows the shape of the distribution of the data set. If the 

mean, median and mode of a dataset is the same then there is no skewness in the 

data set and the data is normally distributed. Difference between mean, median and 

mode of the data set shows the skewness in the distribution of the data set. 

 

b.) Kurtosis: Kurtosis shows the shape of the peak (flatness or sharpness) of the 

distribution curve for a data set. 

 

4.10.1.4 Measures of Relationship: 

 

a.) Co-variance: Co-variance is the expected value of the product of the 

deviations from the mean of the two items, and estimated by the addition of products 

of deviations from the mean for related values of the two items, divided by the 

number of items. It shows how much two items vary together. 

 

b.) Correlation: Correlation shows the relationship between two or more variables. In 

case of positive correlation changes in the variables are in the same direction and in 

case of negative correlation the changes are in opposite direction. 

 

4.10.2 Inferential Statistics: 

 

Inferential statistics is used to make an estimation about the population basis the results 

obtained by measuring samples and to judge the probability whether the changes 

observed among variables are reliable or the same have happed by chance. 

 

4.10.2.1 T Test: There are three types of T Tests 1) One sample T Test, 2) Independent 

sample T Test and 3) Paired sample T Test. In one sample T Test mean of the sample is 
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compared to a known value when population standard deviation is not known. 

Independent sample T Test is used to check the changes in the result due to change in 

one variable. Paired sample T Test is used to understand whether there is significant 

difference in the result for different value of one variable. 

  

4.10.2.2 ANOVA (Analysis of Variance): When it is required to compare more than two 

means at the same time ANOVA is useful. To examine the number of factors 

influencing the dependent variable ANOVA is used. With the help of ANOVA 

differences amongst different categories with in individual factors can also be explored. 

If only one factor is considered for the study it is One Way ANOVA and in case if two 

factors are being investigated at the same time it is Two Way ANOVA.   

 

4.10.2.3 Multiple Regression: Multiple regression shows the statistical relationship between 

the dependent variable and multiple independent variables. It gives a mathematical 

model to find the value of impact arises due to change in independent variables on the 

value of dependent variable. 

 

4.10.3 Discriminant Analysis: 

 

To discriminate between two or more mutually exclusive and exhaustive groups of the 

population on the basis of the independent variables discriminant analysis is used. 

When there are two groups in the analysis it is Two-group discriminant analysis and 

when more than data set is divided into more than two groups it is multiple discriminant 

analysis.  

 

4.11 Data Analysis Tools: 

 

To analyse the primary data collected through questionnaire two most commonly used 

data analysis tools were used. 

1.) SPSS 

2.) Microsoft Excel 
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CHAPTER - 5 

 

DATA ANALYSIS 

 

In order to validate the conceptual model, we have to evaluate service quality gap for digital 

banking services, we have collected data from 1120 respondents across four major cities of 

state of Gujarat out of which 113 responses were rejected due to inadequacy of responses. 

Finally, 1007 valid responses were considered for final analysis for the purpose of the 

research. The analysis of the responses using various statistical tools is presented in 8 parts 

namely 

 

1. Demographic characteristics of the data 

2. Cross tabulation 

3. Reliability 

4. Inferential Statistics 

5. Correlations 

6. Multiple regression  

7. Discriminant Analysis 
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5.1 Demographic characteristics of the data:   

 

5.1.1 Age Group: 

 

 

As presented in Table 5.1 out of 1007 respondents, 100 respondents (9.9%) were of less than 

30 age group, 503 (50%) of respondents were from 31-50 Age group and 404 (40.1%) were 

from above 50 years age group.  

 

5.1.2 Marital Status:  

 

Table 5.2 Marital Status wise Distribution 

 

Marital Status Frequency Percent 

MARRIED 907 90.1 

UNMARRIED 100 9.9 

Total 1007 100 

 

As presented in Table 5.2, out of 1007 respondents, 907 (90.1%) respondents were married 

and 100(9.9%) of respondents were unmarried.  

Table 5.1 Age Group wise Distribution  

 

Age Frequency Percent 

LESS 

THAN 30 
100 9.9 

31-50 503 50 

ABOVE 50 404 40.1 

Total 1007 100 
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5.1.3 Education:  

Table 5.3 Education wise distribution 

 

Education Frequency Percent 

COMMMERCE 603 59.9 

SCIENCE 200 19.9 

ARTS 204 20.3 

Total 1007 100 

 

As presented in Table 5.3, out of 1007 respondents, 603 (59.9%) respondents were from 

commerce background while 200 (19.9%) respondents were from Science background and 

204 (20.3%) were from Arts stream. 

 

5.1.4 Association with Mutual Fund Industry:  

 

Table 5.4 Association with Mutual Fund 

Industry wise distribution 

 

  Frequency Percent 

LESS THAN 5 

YEARS 
200 19.9 

5-10 YEARS 292 29 

ABOVE 10 

YEARS 
515 51.1 

Total 1007 100 

 

As presented in table 5.4, out of 1007 respondents, 200 (19.9%) respondents have spent less 

than 5 years in mutual fund industry, 292 (29%) respondents have spent 5-10 years in 

industry while 515 (51.1%) respondents have spent more than 10 years in the mutual fund 

industry. 
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5.1.5 Average AUM of Firm: 

 

Table 5.5 Average AUM wise distribution 

 

  Frequency Percent 

LESS THAN 10 

CRORES 
53 5.3 

10-25 CRORES 150 14.9 

25-50 CRORES 350 34.8 

50-100 CRORES 404 40.1 

ABOVE 100 

CRORES 
50 5 

Total 1007 100 

 

As presented in table 5.5, out of 1007 respondents, 53 (5.3%) are managing less than 10 

crores of AUM, 150 (14.9%) of respondents are managing between 10-25 Crores of AUM, 

350 (34.8%) respondents manages average AUM of 25-50 Crores, 404 (40.1%) of 

respondents manages AUM between 50-100 Crores while 50 (5%) of respondents manages 

AUM above 100 Crores. 

 

5.1.6 Number of Clients Associated with Firm:  

 

Table 5.6 Number of Clients 

Associated with Firm wise Distribution 

 

  Frequency Percent 

LESS 

THAN 100 
42 4.2 

100-500 211 21 

500-2000 504 50 

2000-5000 200 19.9 

ABOVE 

5000 
50 5 

Total 1007 100 

 



135 

 

As presented in table 5.6 out of 1007 respondents, 42 (4.2%) respondents have less than 100 

clients associated with their firm while 211 (21%) respondents have 100-500 clients, 504 

(50%) of respondents have 500 to 2000 clients associated with their firm, 200 (19.9%) 

respondents have 2000-5000 clients associated with their firm while 50 (5%) of respondents 

having more than 5000 clients associated with their firm. 

 

5.1.7 SIP Input Value:  

 

Table 5.7 SIP input value wise 

distribution 

 

 (Amount in 

Lacs) 
Frequency Percent 

LESS THAN 

10 
53 5.3 

11-25 200 19.9 

26-50 504 50 

51-100 200 19.9 

ABOVE 100 50 5 

Total 1007 100 

 

As presented in table 5.7, 53 (5.3%) of respondents have less than 10 lacs SIP Input Value, 

200 (19.9%) of respondents have SIP input value of 11-25 Lacs, 504 (50%) of respondents 

have SIP Input Value of 26-50 Lacs, 200 (19.9%) respondents have SIP input value of 51-

100 Lacs while 50 (5%) of respondents have sip input value of above 100 lacs. 
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5.1.8 Mutual Fund Distribution as Core Activity: 

 

Table 5.8 Mutual Fund Distribution as 

core activity wise distribution 

 

 
Frequency Percent 

FULL TIME 854 84.8 

PART TIME 153 15.2 

Total 1007 100 

 

As presented in table 5.8, 854 (84.8%) of respondents are doing mutual fund distribution as 

full-time activity while 153 (15.2%) of respondents were considering mutual fund 

distribution as part time activity.  

 

5.1.9 How Many Hours a Day Engaging Clients:  

 

Table 5.9 How many hours a day engaging 

clients wise distribution 

 

  Frequency Percent 

LESS THAN 3 

HOURS 
153 15.2 

3-6 Hours 354 35.2 

MORE THAN 6 

HOURS 
500 49.7 

Total 1007 100 

 

As presented in table 5.9 out of 1007 respondents, 153 (15.2%) of respondents spent less than 

3 hours as day engaging clients in a day, 354 (35.2%) spent 3-6 hours of day engaging clients 

while 500 (49.7%) of respondents spent more than 6 hours a day engaging clients in a day. 
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5.1.10 Mutual Fund and Insurance: 

 

Table 5.10 Mutual Fund and Insurance 

wise distribution 

 

 
Frequency Percent 

NO 504 50 

YES 503 50 

Total 1007 100 

 

As presented in table 5.10, out of 1007 respondents, 504 (50%) respondents are not doing 

insurance business along with mutual fund business and 503 (50%) respondents are doing 

insurance business along with mutual fund business. 

 

5.1.11 Mutual Fund and Shares: 

 

Table 5.11 Mutual Fund and Shares 

wise distribution 

 

 
Frequency Percent 

NO 603 59.9 

YES 404 40.1 

Total 1007 100 

 

As presented in table 5.11 out of 1007 respondents, 603 (59.9%) respondents are not doing 

shares business along with mutual fund while 404 (40.1%) respondents are doing share 

market business along with mutual fund business. 
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5.1.12 Mutual Fund and Debentures & Bond: 

 

Table 5.12 Mutual Fund and Debentures 

& Bond wise distribution 

 

 
Frequency Percent 

NO 657 65.2 

YES 350 34.8 

Total 1007 100 

 

As presented in table 5.12, out of 1007 respondents 657 (65.2%) respondents are not doing 

bond and debenture business along with mutual fund while 350 (34.8%) of respondents are 

doing bond and debentures business along with mutual fund business. 

 

5.1.13 Mutual Fund and Commodities & Forex: 

 

Table 5.13 Mutual Fund and 

Commodities & forex wise Distribution 

 

 
Frequency Percent 

NO 653 64.8 

YES 354 35.2 

Total 1007 100 

 

As presented in table 5.13, out of 1007 respondents 653 (64.8%) respondents are not doing 

commodities and forex business along with mutual fund while 354 (35.2%) of respondents 

are doing commodities and forex business along with mutual fund business. 
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5.1.14 Mutual Fund and Real Estate: 

 

Table 5.14 Mutual Fund and Real Estate 

wise distribution 

 

 
Frequency Percent 

NO 957 95 

YES 50 5 

Total 1007 100 

 

As presented in table 5.14, out of 1007 respondents 957 (95%) respondents are not doing real 

estate business along with mutual fund while 50 (5%) respondents are doing real estate 

business along with mutual fund business. 

 

5.2 Cross Tabulation:   

 

5.2.1: AVEREGE AUM OF FIRM * NO OF CLIENT ASSOCIATE WITH FIRM * 

ASOOCIATION WITH MUTUALFUND IND Crosstabulation: 

 

Table – 5.15 – Cross Tabulation - Average AUM * No. Of Clients * Association with Mutual 

Fund Industry 

ASOOCIATION WITH MUTUALFUND 

IND 

NO OF CLIENT ASSOCIATE WITH FIRM 

LESS 

THAN 

100 

100-

500 

500-

2000 

2000-

5000 

ABOVE 

5000 
Total 

LESS 

THAN 5 

Years 

AVEREGE AUM 

OF FIRM 

10-25   50 0     50 

25-50   0 100     100 

50-100   0 50     50 

Total   50 150     200 

6-10 

Years 

AVEREGE AUM 

OF FIRM 

LESS 

THAN 

10 

42 0 0     42 
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10-25 0 50 0     50 

25-50 0 50 100     150 

50-100 0 0 50     50 

Total 42 100 150     292 

ABOVE 

10 Years 

AVEREGE AUM 

OF FIRM 

LESS 

THAN 

10 

  11 0 0 0 11 

10-25   50 0 0 0 50 

25-50   0 100 0 0 100 

50-100   0 104 200 0 304 

ABOVE 

100 
  0 0 0 50 50 

Total   61 204 200 50 515 

Total 

AVEREGE AUM 

OF FIRM 

LESS 

THAN 

10 

42 11 0 0 0 53 

10-25 0 150 0 0 0 150 

25-50 0 50 300 0 0 350 

50-100 0 0 204 200 0 404 

ABOVE 

100 
0 0 0 0 50 50 

Total 42 211 504 200 50 1007 

 

Above table shows cross tabulation of respondents basis of their association with mutual fund 

industry, average AUM they manage and number of clients they are managing. As we can see 

total 50 (4.96%) respondents who have less than 5 years‘ experience in mutual fund industry 

and have AUM in range of 10-25 lacs are having100-500 clients. 100 (9.93%) respondents 

are having less than 5 years‘ experience and managing 25-50 crore of AUM are managing 

500-2000 clients. 50 (4.97%) respondents having less than 5 years‘ experience are managing 

50-100 crores of AUM with 500-2000 client base. 

42 (4.17%) respondents out of 1007 respondents are having 6-10 years of industry experience 

and having less than 10 crore AUM managing less than 100 clients. While 50 (4.97%) of 

respondents are having 6-10 years of experience and managing 10-25 crores of AUM having 
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client base of 100-500. While out of 150 (14.89%) respondents who have experience of 6-10 

years and managing 25-50 crores of AUM; 50 (4.97%) manages 100-500 clients while 100 

(9.93%) respondents manages 500-2000 clients. 

Out of 1007 respondents, 11 (1.09%) respondents are having experience of mutual fund 

industry above 10 years but having AUM less than 10 crores and managing 100-500 clients 

while 50 (4.97%) respondents are having more than 10 years of experience and managing 10-

25 crore of AUM and have 500-2000 client base. 100 (9.93%) of respondents are having 

more than 10 years of experience and having 25-50 crores of AUM and manages 500-2000 

clients.104 (10.33%) respondents having more than 10 years of experience are managing 50-

100 crores AUM and have 500-2000 client base while 200 (19.86%) respondents are having 

more than 10 years of experience and managing 50-100 crores of AUM and have 2000-5000 

client base. While 50 (4.97%) of respondents are those having experience of more than 10 

years in industry managing more than 100 crores of AUM with client base of more than 

5000. 

 

5.2.2: AVEREGE AUM OF FIRM * NO OF CLIENT ASSOCIATE WITH FIRM * SIP 

INPUT VALUE BY CLIENT * MUTUAL FUND DISTRIBUTION IS CORE 

ACTIVITY Crosstabulation 

 

Table – 5.16 – Cross Tabulation – Avg. AUM * No. Of Clients * SIP Input * MF 

Distribution is Core Activity 

MUTUA

L FUND 

DISTRI

BUTION 

IS 

CORE 

ACTIVI

TY 

SIP 

INPUT 

VALUE 

BY 

CLIENT 

(In Lacs) 

 

NO OF CLIENT 

ASSOCIATE 

WITH FIRM 

NO OF CLIENT 

ASSOCIATE WITH 

FIRM 

LESS 

THA

N 100 

100-

500 

500-

2000 

2000-

5000 

ABOV

E 5000 

Tota

l 

F
U

L
L

 T
IM

E
 

10-25 
Avg AUM 

10-25   150       150 

25-50   50       50 

Total   200       200 

26-50 Avg AUM 25-50     250     250 



142 

 

50-100     154     154 

Total     404     404 

51-100 

Avg AUM 50-100       200   200 

Total       200   200 

ABOVE 

100 

Avg AUM 
ABOV

E 100 
        50 50 

Total         50 50 

Total 
Avg AUM 

10-25   150 0 0 0 150 

25-50   50 250 0 0 300 

50-100   0 154 200 0 354 

ABOV

E 100 
  0 0 0 50 50 

Total   200 404 200 50 854 

P
a
rt

 T
im

e
 

 

LESS 

THAN 

10 

Avg AUM 

LESS 

THAN 

10 

42 11       53 

Total 42 11       53 

26-50 
Avg AUM 

25-50     50     50 

50-100     50     50 

Total     100     100 

Total 
Avg AUM 

LESS 

THAN 

10 

42 11 0     53 

25-50 0 0 50     50 

50-100 0 0 50     50 

Total 42 11 100     153 

T
o
ta

l 

LESS 

THAN 

10 

Avg AUM 

LESS 

THAN 

10 

42 11       53 

Total 42 11       53 
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11-25 
Avg AUM 

10-25   150       150 

25-50   50       50 

Total   200       200 

26-50 
Avg AUM 

25-50     300     300 

50-100     204     204 

Total     504     504 

51-100 
Avg AUM 50-100       200   200 

Total       200   200 

ABOVE 

100 

Avg AUM 
ABOV

E 100 
        50 50 

Total         50 50 

Total 
Avg AUM 

LESS 

THAN 

10 

42 11 0 0 0 53 

10-25 0 150 0 0 0 150 

25-50 0 50 300 0 0 350 

50-100 0 0 204 200 0 404 

ABOV

E 100 
0 0 0 0 50 50 

Total 42 211 504 200 50 1007 

 

The above table shows cross tabulation of four criteria i.e. Average AUM of firm, Number of 

clients Associated with firm, SIP Input Value By client and Mutual Fund Distribution is core 

activity. In this table we can see out of 1007 respondents, 150 (14.90%) respondents are 

doing full time mutual fund distribution and having 10-25 lacs as SIP input value and 

managing 10-25 crores of AUM are managing 100-500 clients while 50 (4.97%) respondents 

are doing full time and having 10-25 lacs of SIP book and having 25-50 Crores of AUM 

managing 100-500 clients. 

250 (24.83%) respondents are doing full time mutual fund distribution and managing 25-50 

Crores of AUM and having SIP book of 26-50 lacs are managing 500-2000 client base while 

154 (15.29%) of respondents are doing full time, having SIP Input Value of 26-50, having 

50-100 crores of AUM are managing 500-2000 client base. 
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Out of 1007 respondents, 200 (19.86%) respondents are doing full time mutual fund 

distribution and having 51-100 lacs SIP book and managing 50-100 crores of AUM are 

managing 2000-5000 clients while 50 (4.97%) of respondents are doing mutual fund 

distribution as full-time activity and managing above 100 lacs SIP book and more than 100 

crores of AUM managing more than 5000 clients. 

There are 42 (4.17%) of respondents who are doing this business part time are having less 

than 10 lac SIP book and having less than 10 crores of AUM are managing less than 100 

client base while 11 (0.11%) of respondents are doing part time, having less than 10 lacs SIP 

book and having less than 10 crores of AUM are having 100-500 client base. 

Out of these 1007 respondents, 50 (4.97%) respondents are doing this business part time and 

having 26-50 lacs of SIP book and having 25-50 crores of AUM and managing 500-2000 

client base while 50 (4.97%) of respondents are doing mutual fund distribution as part time 

activity and managing 26-50 lacs of SIP book and having average AUM of 25-50 crores and 

managing a client base of 500-2000. 

 

5.2.3: MUTUAL FUND AND INSURANCE * ASOOCIATION WITH MUTUALFUND 

IND * MUTUAL FUND DISTRIBUTION IS CORE ACTIVITY Crosstabulation 

 

Table – 5.17 – MF and Insurance * Association with MF * MF Distribution is Core Activity 

MUTUAL FUND 

DISTRIBUTION IS 

CORE ACTIVITY 

Mutual Fund 

and Insurance 

ASOOCIATION WITH MUTUALFUND IND 

LESS THAN 

5 
5 to 10 ABOVE 10 Total 

Full Time 
NO 100 150 204 454 

YES 50 50 300 400 

  Total 150 200 504 854 

Part Time 
NO 50 0 0 50 

YES 0 92 11 103 

  Total 50 92 11 153 

Total NO 150 150 204 504 
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YES 50 142 311 503 

  Total 200 292 515 1007 

 

Above table shows cross tabulation between mutual fund and insurance, association of 

distributor with mutual fund industry and mutual fund distribution as core activity. So, we 

can see that 100 (9.93%) of respondents are doing full time mutual fund distribution and 

having less than 5 years‘ experience and not doing insurance while 50 (4.97%) respondents 

are doing full time and having less than 5 years‘ experience are doing Insurance business 

along with mutual fund distribution. 

150 (14.90%) respondents are associated with mutual fund industry for 5-10 years and doing 

full time mutual fund activity are not associated in insurance business while 50 (4.97%) of 

respondents are having 5-10 years‘ experience in mutual fund industry and doing it as full-

time activity are also associated with insurance business. 

204 (20.26%) respondents are associated with mutual fund industry for more than 10 years 

and doing mutual fund distribution full time are not associated with insurance business while 

300 (29.79%) respondents are associated with mutual fund industry for more than 10 years 

and doing it full time are associated with insurance business. 

We can see that 50 (4.97%) of respondents who are associated with mutual fund industry for 

less than 5 years and doing mutual fund business as part time activity are not doing insurance 

business. 92 (9.13%) respondents are associated with mutual fund industry for 5-10 years and 

doing mutual fund distribution as part time activity are associated with insurance business 

while 11 (0.11%) respondents are associated with mutual fund industry for more than 10 

years and doing part time are associated with insurance business. 

 

 

5.3: Reliability: 

 

To check the scale reliability of the factors for internal consistency we have used Cronbach‘s 

Alpha. Scores of α > 0.50 is acceptable and α > 0.70 is desirable. We have scores above 

0.700 for all the constructs proving internal consistency of all constructs. 
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Table - 5.18 – Reliability Test Result 

  Cronbach's Alpha No. of Items 

Investment Flow 0.835 6 

Return of Distributor 0.937 3 

Distributor Expenses 0.729 4 

No. Of Investor 0.727 4 

Advisory 0.936 4 

Overall 0.837 11 

 

In order to confirm the results further we have applied Cronbach’s Alpha (α) for all the 

constructs for all individual factors. The analysis shows that if that particular construct is 

removed from the factor what will be impact on the Cronbach’s Alpha (α) of that particular 

factor. If the value of Cronbach’s Alpha (α) decreases from the original value it means that 

the construct is appropriate and the statement framed for the constructs is understood by the 

respondent in the manner that researcher wanted him to and if the value of Cronbach’s 

Alpha (α) increases from the original value it means the construct shall be removed. The 

results are discussed hereunder: 

 

5.3.1: Investment Flow: 

 

Table 5.19 – Item-Wise Reliability for Investment Flow 

  

Scale 

Mean if 

Item 

Deleted 

Scale 

Variance 

if Item 

Deleted 

Corrected 

Item-Total 

Correlatio

n 

Cronbach

's Alpha 

if Item 

Deleted 

System got Transparent after the amendment 

of no entry load regime 
21.4876 3.469 0.816 0.685 

Cost reduces after the amendment of no entry 

load regime 
21.4876 3.469 0.816 0.685 
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Savings of clients increase after the 

amendment of no entry load regime 
21.4876 3.469 0.816 0.685 

Investor become more friendly to distributor 

after the amendment of no entry load regime 
21.2393 3.896 0.211 0.834 

Inflow of mutual fund has increase after the 

amendment of no entry load regime 
21.2314 3.755 0.285 0.815 

More clients have Shifted from other 

investment produced to mutual fund after the 

amendment of no entry load regime 

21.14 3.379 0.595 0.721 

 

As we can see in the above table, if first construct ―System got Transparent after the 

amendment of no entry load regime‖ is deleted from the Investment Flow Factor, value of 

Cronbach‘s alpha will be 0.685, which is less than original Cronbach‘s alpha value 0.835 of 

Investment Flow which confirms the reliability of the construct. In the same way if the 

second construct ―Cost reduces after the amendment of no entry load regime‖ is deleted form 

investment flow factor, value of Cronbach‘s alpha will be 0.685, which is less than original 

Cronbach‘s alpha value 0.835 of Investment Flow which confirms the reliability of the 

construct. If we delete third construct ―Savings of clients increase after the amendment of no 

entry load regime‖ value of Cronbach‘s alpha will be 0.685, which is less than original 

Cronbach‘s alpha value 0.835 of Investment Flow which confirms the reliability of the 

construct. If the fourth construct ―Investor become more friendly to distributor after the 

amendment of no entry load regime‖ is deleted, Cronbach‘s alpha will be 0.834 which is less 

than original Cronbach‘s alpha value 0.835 of Investment Flow which confirms the reliability 

of the construct. If we delete fifth construct ―Inflow of mutual fund has increase after the 

amendment of no entry load regime‖ value of Cronbach‘s alpha will be 0.815 which is less 

than original Cronbach‘s alpha value 0.835 of Investment Flow which confirms the reliability 

of the construct. If the sixth construct ―More clients has Shifted from other investment 

produced to mutual fund after the amendment of no entry load regime‖ is deleted, Cronbach‘s 

alpha will be 0.721 which is less than original Cronbach‘s alpha value 0.835 of Investment 

Flow which confirms the reliability of the construct. So, in this way all the construct is in line 

with Cronbach‘s alpha and are reliable for study.  
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5.3.2: Return of Distributor: 

 

Table – 5.20 – Item-Wise Reliability – Return of Distributor 

  

Scale Mean 

if Item 

Deleted 

Scale 

Variance if 

Item 

Deleted 

Corrected 

Item-Total 

Correlation 

Cronbach's 

Alpha if 

Item 

Deleted 

Distributor initial return get lower 

after the amendment of no entry 

load regime 

12.2473 5.023 0.864 0.914 

Distributor average AUM has 

increased after the amendment of no 

entry load regime 

12.6574 5.551 0.788 0.935 

Overall return of the distributor has 

increased after the amendment of no 

entry load regime 

12.2075 5.145 0.856 0.916 

Ticket size of investment has 

increased after the amendment of no 

entry load regime 

12.7021 4.696 0.903 0.901 

 

As shown in the above-mentioned table, if the first construct ―Distributor initial return get 

lower after the amendment of no entry load regime‖ is deleted from Return of Distributor 

factor then value of Cronbach‘s alpha will be 0.914 which is less than original Cronbach‘s 

alpha value 0.937 of Return of Distributors which confirms the reliability of the construct. In 

the same way if we delete second construct ―Distributor average AUM has increased after the 

amendment of no entry load regime from return of distributor factor, Cronbach‘s alpha will 

be 0.935 which is less than original Cronbach‘s alpha value 0.937 of Return of Distributors 

which confirms the reliability of the construct. If we delete third construct ―Overall return of 

the distributor has increased after the amendment of no entry load regime‖ then Cronbach‘s 

alpha for Return of Distributor factor will be 0.916 which is less than original Cronbach‘s 

alpha value 0.937 of Return of Distributors which confirms the reliability of the construct. 

And finally, if we delete fourth construct ―Ticket size of investment has increased after the 
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amendment of no entry load regime‖ from return of distributor factor, Cronbach‘s alpha will 

be 0.901 which is less than original Cronbach‘s alpha value 0.937 of Return of Distributors 

which confirms the reliability of the construct. So, all the factors are reliable as are within the 

range. 

 

5.3.3: Distributor Expenses: 

 

Table – 5.21 - Item-Wise Reliability – Distributor Expenses 

  

Scale Mean 

if Item 

Deleted 

Scale 

Variance if 

Item 

Deleted 

Corrected 

Item-Total 

Correlation 

Cronbach's 

Alpha if 

Item 

Deleted 

More employees required due to 

which administration expenses 

increase 

8.6336 1.362 0.567 0.623 

Professional management team 

requirement has increased after the 

amendment of no entry load regime 

8.709 1.31 0.526 0.676 

Infrastructure facilities expenses has 

increase after the amendment of no 

entry load regime 

8.6673 1.381 0.563 0.628 

 

No to check the reliability of Distributor Expenses Factor, as shown in above mentioned 

table, if we delete first construct ―More employees required due to which administration 

expenses increase‖ from Distributor Expenses factor, Cronbach‘s alpha will be 0.623 which 

is less than original Cronbach‘s alpha value 0.729 of Distributor Expenses which confirms 

the reliability of the construct. In the same way, if we delete ―Professional management team 

requirement has increased after the amendment of no entry load regime‖ construct from 

distributor expenses factor, the value of Cronbach‘s alpha will be 0.676 which is less than 

original Cronbach‘s alpha value 0.729 of Distributor Expenses which confirms the reliability 

of the construct. Also, if we delete ―Infrastructure facilities expenses has increase after the 

amendment of no entry load regime‖ construct from distributor expenses factor, value of 
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Cronbach‘s alpha will be 0.628 which is less than original Cronbach‘s alpha value 0.729 of 

Distributor Expenses which confirms the reliability of the construct. So, data showing in 

above table is reliable. 

 

5.3.4: Number of Investors 

 

Table – 5.22 - Item-Wise Reliability – Number of Investors 

  

Scale Mean 

if Item 

Deleted 

Scale 

Variance if 

Item 

Deleted 

Corrected 

Item-Total 

Correlation 

Cronbach's 

Alpha if 

Item 

Deleted 

Awareness of Mutual Fund increased 

number of investors 
12.5194 3.884 0.58 0.631 

Investors increase due to no 

additional entry level cost 
12.5501 3.878 0.574 0.634 

Small investor invests in mutual fund 

as nominal amount required 
12.5442 3.886 0.514 0.669 

Investor increased with expectation of 

higher rate of return 
12.5492 4.172 0.412 0.726 

 

To check reliability of Number of Investors factor, if we delete first construct ―Awareness of 

Mutual Fund increased number of investors‖ shown in above mentioned table, the value of 

Cronbach‘s alpha will be 0.631 which is less than original Cronbach‘s alpha value of 0.727 of 

number of investor factor which confirms the reliability of construct. If we delete second 

construct ―Investors increase due to no additional entry level cost‖ from number of investors 

factor, Cronbach‘s alpha will be 0.634 which is less than original Cronbach‘s alpha value of 

0.727 of number of investor factor which confirms the reliability of construct. If we delete 

third construct ―Small investor invest in mutual fund as nominal amount required‖ from 

number of investors factor, value of Cronbach‘s alpha will be 0.669 which is less than 

original Cronbach‘s alpha value of 0.727 of number of investor factor which confirms the 

reliability of construct. Further if we delete fourth construct ―Investor increased with 

expectation of higher rate of return‖ from number of investors factor, value of Cronbach‘s 
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alpha will be 0.726 which is less than original Cronbach‘s alpha value of 0.727 of number of 

investor factor which confirms the reliability of construct. 

 

5.3.5: Advisory 

 

Table – 5.23 - Item-Wise Reliability – Advisory 

  

Scale 

Mean if 

Item 

Deleted 

Scale 

Variance if 

Item 

Deleted 

Corrected 

Item-Total 

Correlation 

Cronbach's 

Alpha if 

Item 

Deleted 

Awareness among the clients brings 

changes in the role of distributor 
12.2274 5.152 0.861 0.912 

Changes in the technology brings 

the changes in the role of distributor 
12.6574 5.551 0.778 0.936 

Role of distributor changes due to 

inflow of AUM has increased 
12.1877 5.272 0.853 0.914 

Role of distributor changes from 

mutual fund distributor to goal 

based planning 

12.6822 4.811 0.903 0.898 

 

As shown in above mentioned table, if we delete first construct ―Awareness among the 

clients brings changes in the role of distributor‖ from advisory factor, the value of 

Cronbach‘s alpha will be 0.912 which is less than original Cronbach‘s alpha value of 0.936 of 

Advisory  factor which confirms the reliability of construct. In the same way if the second 

construct ―Changes in the technology brings the changes in the role of distributor‖ is deleted 

from advisory factor, value of Cronbach‘s alpha will be 0.936 which is not higher than 

original value of Cronbach‘s alpha of advisory factor which confirms the reliability of the 

construct. If we delete third construct ―Role of distributor changes due to inflow of AUM has 

increased‖ from advisory factor, value of Cronbach‘s alpha will be 0.914 912 which is less 

than original Cronbach‘s alpha value of 0.936 of Advisory  factor which confirms the 

reliability of construct. And if we delete fourth construct ―Role of distributor changes from 

mutual fund distributor to goal based planning‖ from advisory factor, value of Cronbach‘s 
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alpha will be 0.898 which is less than original Cronbach‘s alpha value of 0.936 of Advisory 

factor which confirms the reliability of construct.  

 

5.3.6: Overall Effect on Distributor 

 

Table – 5.24 - Item-Wise Reliability – Overall Effect on Distributor 

  

Scale Mean 

if Item 

Deleted 

Scale 

Variance if 

Item 

Deleted 

Corrected 

Item-Total 

Correlation 

Cronbach's 

Alpha if 

Item 

Deleted 

System got transparent after the 

amendment of no entry load regime 
43.0566 21.602 0.577 0.825 

Investor become more friendly to 

distributor after the amendment of no 

entry load regime 

43.0566 21.602 0.577 0.825 

Inflow of mutual fund has increase 

after amendment of no entry load 
42.8659 20.717 0.43 0.831 

Overall return of the distributor has 

increased 
42.8083 18.191 0.795 0.797 

Ticket size of investment has 

increased after the amendment of no 

entry load regime 

43.2929 20.325 0.324 0.836 

Advertisement expenses of distributor 

reduces due to client awareness 
43.1827 19.758 0.4 0.835 

Infrastructure facilities expenses has 

increase after the amendment of no 

entry load regime 

42.4379 20.165 0.616 0.817 

Professional management team 

requirement has increased after the 

amendment of no entry load regime 

42.4379 20.165 0.616 0.817 
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Distributor average AUM has 

increased after the amendment of no 

entry load regime 

42.7974 18.545 0.767 0.801 

Changes in the technology brings the 

changes in the role of distributor 
42.9007 20.386 0.474 0.827 

Role of distributor changes from 

mutual fund distributor to goal based 

planning 

43 20.594 0.415 0.833 

 

Now to measure reliability of data collected for overall effect on distributor factor, if we 

delete first construct ―System got transparent after the amendment of no entry load regime‖ 

value of Cronbach‘s alpha will be 0.825 which is less than original Cronbach‘s alpha value of 

0.837 of overall factor which confirms the reliability of the construct. If we delete second 

construct ―Investor become more friendly to distributor after the amendment of no entry load 

regime‖ value of Cronbach‘s alpha will be 0.825 which is less than original Cronbach‘s alpha 

value of 0.837 of overall factor which confirms the reliability of the construct. If we delete 

third construct ―Inflow of mutual fund has increase after amendment of no entry load‖ the 

value of Cronbach‘s alpha will be 0.831 which is less than original Cronbach‘s alpha value of 

0.837 of overall factor which confirms the reliability of the construct. Going ahead, if we 

delete fourth construct ―Overall return of the distributor has increased‖ value of Cronbach‘s 

alpha for overall factor will be 0.797 which is less than original Cronbach‘s alpha value of 

0.837 of overall factor which confirms the reliability of the construct. To check reliability of 

fifth construct if we delete ―Ticket size of investment has increased after the amendment of 

no entry load regime‖ value of Cronbach‘s alpha will be 0.836 which is less than original 

Cronbach‘s alpha value of 0.837 of overall factor which confirms the reliability of the 

construct. If sixth construct ―Advertisement expenses of distributor reduces due to client 

awareness‖ is deleted from overall factor, value of Cronbach‘s alpha will be 0.835 which is 

less than original Cronbach‘s alpha value of 0.837 of overall factor which confirms the 

reliability of the construct. If seventh construct ―Infrastructure facilities expenses has increase 

after the amendment of no entry load regime‖ is deleted from overall factor, value of 

Cronbach‘s alpha will be 0.817 which is less than original Cronbach‘s alpha value of 0.837 of 

overall factor which confirms the reliability of the construct. If eighth construct ―Professional 

management team requirement has increased after the amendment of no entry load regime‘ ‖ 
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is deleted from overall factor, value of Cronbach‘s alpha will be 0.817 which is less than 

original Cronbach‘s alpha value of 0.837 of overall factor which confirms the reliability of 

the construct. If we delete ninth construct ―Distributor average AUM has increased after the 

amendment of no entry load regime‖ is deleted from overall factor, value of Cronbach‘s 

alpha will be 0.801 which is less than original Cronbach‘s alpha value of 0.837 of overall 

factor which confirms the reliability of the construct. If tenth construct ―Changes in the 

technology brings the changes in the role of distributor‖ ‖ is deleted from overall factor, value 

of Cronbach‘s alpha will be 0.827 which is less than original Cronbach‘s alpha value of 0.837 

of overall factor which confirms the reliability of the construct. And if we delete eleventh 

construct ―Role of distributor changes from mutual fund distributor to goal based planning‖ 

value of Cronbach‘s alpha will be 0.833 which is less than original Cronbach‘s alpha value of 

0.837 of overall factor which confirms the reliability of the construct. So all the constructs 

used in overall effect on distributor factor used are passing reliability test. 

 

5.4 Inferential Statistics: 

 

5.4.1: Independent T – Test 

Independent T-test shows the impact on the same dependent variable for two different groups 

by comparing the means. We have used independent T-Test to check the impact of 

respondents‘ taking mutual fund as full time activity or part time activity on different factors 

affecting distribution channel. The results are shown in below mentioned table. 

 

Table 5.25 Independent T-Test 

  

Levene's 

Test for 

Equality of 

Variances 

t-test for 

Equality of 

Means 

t-test for Equality of Means 

t-test for 

Equality 

of Means 

F Sig. T df 

Sig. 

(2-

tailed

) 

Mean 

Differenc

e 

Std. 

Error 

Differenc

e 

95% 

Confidenc

e Interval 

of the 

Differenc

e 

95% 

Confidenc

e Interval 

of the 

Differenc

e 
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Lower Upper 
O

IF
 

Equal 

variance

s 

assume

d 

0.06 
0.8

1 

9.1

4 
1005 0 0.28522 0.03121 0.22398 0.34646 

Equal 

variance

s not 

assume

d 

    
7.7

8 

187.6

9 
0 0.28522 0.03665 0.21292 0.35752 

O
R

D
 

Equal 

variance

s 

assume

d 

3.24

8 

0.0

7 

3.7

2 
1005 0 0.24186 0.06501 0.11428 0.36944 

Equal 

variance

s not 

assume

d 

    
3.8

5 

216.4

2 
0 0.24186 0.06286 0.11797 0.36575 

O
D

E
 

Equal 

variance

s 

assume

d 

97.6

9 
0 

7.3

8 
1005 0 0.28698 0.0389 0.21065 0.36332 

Equal 

variance

s not 

assume

d 

    
5.5

9 

176.7

2 
0 0.28698 0.05137 0.18561 0.38835 

O
A

D
 

Equal 

variance

s 

assume

d 

2.43

4 

0.1

2 

3.8

1 
1005 0 0.24949 0.06557 0.12083 0.37815 
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Equal 

variance

s not 

assume

d 

    
3.9

2 

215.3

7 
0 0.24949 0.06373 0.12387 0.37512 

O
C

D
 

Equal 

variance

s 

assume

d 

32.0

6 
0 6.6 1005 0 0.253 0.03832 0.1778 0.32821 

Equal 

variance

s not 

assume

d 

    
5.6

7 

188.5

8 
0 0.253 0.04465 0.16493 0.34108 

 

OIF: 

H0: There is no significance difference between full time and part time player regarding 

investment flow with respect to distribution channel of mutual fund industry 

H1: There is significance difference between full time and part time player regarding 

investment flow with respect to distribution channel of mutual fund industry 

For investment flow, sig. value is 0.81, equal variance not assumed where in sig. value is 

0.000 hence H0 cannot be accepted which means investment flow for full time player and 

part time player will be different. 

 

ORD: 

H0: There is no significance difference between full time player and part time player 

regarding return of distributor with respect to distribution channel of mutual fund 

industry. 

H1: There is significance difference between full time player and part time player 

regarding return of distributor with respect to distribution channel of mutual fund 

industry. 
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For investment flow, sig. value is 0.07, equal variance not assumed where in sig. value is 

0.000 hence H0 cannot be accepted which means there is significant difference between 

Return of Distributor for full time player and part time player of mutual fund industry. 

 

ODE: 

H0: There is no significance difference between full time player and part time player 

regarding Distributor Expenses with respect to distribution channel of mutual fund 

industry. 

H1: There is significance difference between full time player and part time player 

regarding Distributor Expenses with respect to distribution channel of mutual fund 

industry. 

For investment flow, sig. value is 0.000, equal variance not assumed where in sig. value is 

0.000 hence H0 cannot be accepted which means there is significant difference between 

Expenses of Distributor having mutual fund distribution as full-time activity and part time 

activity. 

 

OAD: 

H0: There is no significance difference between full time player and part time player 

regarding Advisory with respect to distribution channel of mutual fund industry. 

H1: There is significance difference between full time player and part time player 

regarding Advisory with respect to distribution channel of mutual fund industry. 

For investment flow, sig. value is 0.12, equal variance not assumed where in sig. value is 

0.000 hence H0 cannot be accepted which means there is significant difference between 

Advisory of full-time player and part time player. 

 

OCD: 

H0: There is no significance difference between full time and part time player regarding 

Overall Impact with respect to distribution channel of mutual fund industry 

H1: There is significance difference between full time and part time player regarding 

overall impact with respect to distribution channel of mutual fund industry 

For investment flow, sig. value is 0.000, equal variance not assumed where in sig. value is 

0.000 hence H0 cannot be accepted which means overall impact for full time player and part 

time player will be different.  
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5.4.2 Onaway ANOVA: 

 

We have interacted with several distributors having different demographical characteristics 

like age, marital status, education qualifications but more important bifurcation of these 

distributors for our study is based on their experience in industry, Average AUM they 

manage, Number of clients they have and SIP input value. To understand impact on 

individual factors like Investment flow, Return of Distributor, Distributor Expenses, 

Advisory, overall effect on distributors and number of investors on distribution channel of 

Indian mutual fund industry, we have applied one-way ANOVA test, as independent sample 

t-test can be applied only where categorization of characteristic is into two sets. In the 

process, we have also tested the homogeneity of variances to check that the data is 

appropriate for ANOVA to test the hypothesis we have carried out the test of homogeneity of 

variances for all factors identified for different type of demographic characteristics of data. 

Further, ANOVA does not express which group has different type of impact than other group 

/ groups, hence in order to find out that which groups are having equal impact and which 

groups have difference impact we have applied Post – Hoc test.  The results are as shown 

under: 

 

5.4.2.1 Average AUM 

 

In order to develop model to evaluate the impact of no entry load regulations on distribution 

channel of Indian Mutual fund industry, we have identified six factors which are being tested 

for impact on overall effect on distributors. These five factors are created on the basis of few 

constructs. Responses for all the constructs were collected on five-point likert scale (5= 

Strongly Agree, 4=Agree, 3-Neutral, 2=Disagree, 1=Strongly Disagree) 

 

Table – 5.26 - Descriptive Avg AUM 

  N Mean 
Std. 

Deviation 

Std. 

Error 

95% Confidence 

Interval for Mean 
Min. Max. 

Lower 

Bound 

Upper 

Bound 
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O
IF

 
LESS 

THAN 10 

Cr. 

53 3.7296 0.5757 0.0791 3.5709 3.8882 2 4.17 

11-25 Cr 150 4.6622 0.4561 0.0372 4.5886 4.7358 3.83 5 

26-50 Cr 350 4.3238 0.1028 0.0055 4.313 4.3346 3.83 4.5 

51-100 404 4.0718 0.1654 0.0082 4.0556 4.088 3.33 4.33 

ABOVE 

100Cr. 
50 4.8733 0.1411 0.02 4.8332 4.9134 4.5 5 

Total 1007 4.2691 0.3698 0.0117 4.2462 4.292 2 5 

O
R

D
 

LESS 

THAN 10 

Cr. 

53 3.3915 0.6289 0.0864 3.2182 3.5648 2.25 4 

11-25 Cr 150 3.9633 1.2314 0.1005 3.7647 4.162 2.25 5 

26-50 Cr 350 4.7571 0.2415 0.0129 4.7318 4.7825 4.5 5 

51-100 404 3.7228 0.2859 0.0142 3.6948 3.7507 3 4 

ABOVE 

100Cr. 
50 4.74 0.2523 0.0357 4.6683 4.8117 4.5 5 

Total 1007 4.1512 0.7453 0.0235 4.1051 4.1973 2.25 5 

O
D

E
 

LESS 

THAN 10 

Cr. 

53 3.316 0.1908 0.0262 3.2634 3.3686 3 3.5 

11-25 Cr 150 4.1467 0.6452 0.0527 4.0426 4.2508 3 5 

26-50 Cr 350 4.3886 0.2952 0.0158 4.3575 4.4196 3.5 5 

51-100 404 4.513 0.2773 0.0138 4.4859 4.5401 3.75 5 

ABOVE 

100Cr. 
50 4 0.2474 0.035 3.9297 4.0703 3.5 4.25 

Total 1007 4.3267 0.4547 0.0143 4.2986 4.3548 3 5 

O
A

D
 

LESS 

THAN 10 

Cr. 

53 3.3774 0.6386 0.0877 3.2014 3.5534 2 4 

11-25 Cr 150 3.96 1.2364 0.101 3.7605 4.1595 2 5 

26-50 Cr 350 4.7571 0.2415 0.0129 4.7318 4.7825 4.5 5 
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51-100 Cr. 404 3.7135 0.2979 0.0148 3.6843 3.7426 2.75 4 

ABOVE 

100 Cr. 
50 4.74 0.2523 0.0357 4.6683 4.8117 4.5 5 

Total 1007 4.1462 0.7518 0.0237 4.0997 4.1927 2 5 

O
C

D
 

LESS 

THAN 10 

Cr. 

53 3.4443 0.4188 0.0575 3.3288 3.5597 2.55 3.73 

11-25 Cr 150 4.3715 0.8952 0.0731 4.2271 4.5159 3 5 

26-50 Cr 350 4.4545 0 0 4.4545 4.4545 4.45 4.45 

51-100 Cr. 404 4.1969 0.2021 0.0101 4.1771 4.2167 3.82 4.55 

ABOVE 

100 Cr. 
50 4.5309 0.0337 0.0048 4.5213 4.5405 4.45 4.55 

Total 1007 4.2894 0.4457 0.014 4.2619 4.317 2.55 5 

C
N

I 

LESS 

THAN 10 

Cr. 

53 4.533 0.7106 0.0976 4.3372 4.7289 2.75 5 

11-25 Cr 150 4.3617 0.765 0.0625 4.2382 4.4851 2.75 5 

26-50 Cr 350 4.1929 0.7839 0.0419 4.1104 4.2753 2.25 4.75 

51-100 Cr. 404 4.005 0.315 0.0157 3.9741 4.0358 2.5 4.5 

ABOVE 

100 Cr. 
50 4.59 0.3185 0.045 4.4995 4.6805 3.5 4.75 

Total 1007 4.1802 0.6347 0.02 4.141 4.2195 2.25 5 

 

Homogeneity of variances for different Average AUM groups for all factors has been tested 

first. As per the result shown in below mentioned table ―Test of Homogeneity of 

Variances”, there is no significant difference among Different AUM distributors‘ groups 

regarding variations with respect to all independent factors i.e. Investment Flow, Return of 

Distributor, Distributor Expenses, Advisory, Overall Effect on Distributor and Number of 

Investors for impact on distribution channel of Indian Mutual fund Industry. 
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Table – 5.27 - Test of Homogeneity of Variances 

  
Levene 

Statistic 
df1 df2 Sig. 

O
IF

 

Based on Mean 282.446 4 1002 0 

Based on Median 44.995 4 1002 0 

Based on Median and with adjusted df 44.995 4 311.911 0 

Based on trimmed mean 231.53 4 1002 0 

O
R

D
 

Based on Mean 546.16 4 1002 0 

Based on Median 106.868 4 1002 0 

Based on Median and with adjusted df 106.868 4 204.057 0 

Based on trimmed mean 470.768 4 1002 0 

O
D

E
 

Based on Mean 110.279 4 1002 0 

Based on Median 49.556 4 1002 0 

Based on Median and with adjusted df 49.556 4 430.409 0 

Based on trimmed mean 105.718 4 1002 0 

O
A

D
 

Based on Mean 533.087 4 1002 0 

Based on Median 104.842 4 1002 0 

Based on Median and with adjusted df 104.842 4 207.393 0 

Based on trimmed mean 455.595 4 1002 0 

O
C

D
 

Based on Mean 926.247 4 1002 0 

Based on Median 79.228 4 1002 0 

Based on Median and with adjusted df 79.228 4 190.076 0 

Based on trimmed mean 733.875 4 1002 0 

O
N

I 

Based on Mean 88.954 4 1002 0 

Based on Median 24.764 4 1002 0 

Based on Median and with adjusted df 24.764 4 627.325 0 

Based on trimmed mean 72.527 4 1002 0 
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Table – 5.28 - ANOVA 

  
Sum of 

Squares 
df 

Mean 

Square 
F Sig. 

OIF 

Between Groups 73.642 4 18.411 288.57 0 

Within Groups 63.927 1002 0.064     

Total 137.57 1006       

ORD 

Between Groups 255.879 4 63.97 211.6 0 

Within Groups 302.915 1002 0.302     

Total 558.794 1006       

ODE 

Between Groups 79.696 4 19.924 155.58 0 

Within Groups 128.316 1002 0.128     

Total 208.011 1006       

OAD 

Between Groups 260.442 4 65.11 211.67 0 

Within Groups 308.214 1002 0.308     

Total 568.656 1006       

OCD 

Between Groups 54.787 4 13.697 94.623 0 

Within Groups 145.04 1002 0.145     

Total 199.827 1006       

CNI 

Between Groups 32.398 4 8.099 21.764 0 

Within Groups 372.889 1002 0.372     

Total 405.287 1006       

 

OIF: 

H0: There is no significant difference among various Average AUM groups regarding 

average value of overall Investment Flow in Indian Mutual Fund Industry post no entry 

load. 

H1: There is significant difference among various Average AUM groups regarding 

average value of overall Investment Flow in Indian Mutual Fund Industry post no entry 

load. 
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Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of Investment flow on Mutual fund industry post no entry load is different for 

different AUM group distributors. 

ORD: 

H0: There is no significant difference among various Average AUM groups regarding 

average value of overall Return of Distributor in Indian Mutual Fund Industry post no 

entry load. 

H1: There is significant difference among various Average AUM groups regarding 

average value of overall Return of Distributor in Indian Mutual Fund Industry post no 

entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact on Return of Distributor on Mutual fund industry post no entry load is different for 

different AUM group distributors. 

ODE: 

H0: There is no significant difference among various Average AUM groups regarding 

average value of overall Distributor Expenses in Indian Mutual Fund Industry post no 

entry load. 

H1: There is significant difference among various Average AUM groups regarding 

average value of overall Distributor Expenses in Indian Mutual Fund Industry post no 

entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of Distributor Expenses on Mutual fund industry posts no entry load is different for 

different AUM group distributors. 

OAD: 

H0: There is no significant difference among various Average AUM groups regarding 

average value of overall Advisory in Indian Mutual Fund Industry post no entry load. 

H1: There is significant difference among various Average AUM groups regarding 

average value of overall Advisory in Indian Mutual Fund Industry post no entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of Advisory on Mutual fund industry posts no entry load is different for different 

AUM group distributors. 
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OCD: 

H0: There is no significant difference among various Average AUM groups regarding 

average value of overall Effect on Distributor in Indian Mutual Fund Industry post no 

entry load. 

H1: There is significant difference among various Average AUM groups regarding 

average value of overall Effect on Distributor in Indian Mutual Fund Industry post no 

entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of overall effect on distributor on Mutual fund industry post no entry load is different 

for different AUM group distributors. 

CNI: 

H0: There is no significant difference among various Average AUM groups regarding 

average value of overall Number of Investors in Indian Mutual Fund Industry post no 

entry load. 

H1: There is significant difference among various Average AUM groups regarding 

average value of overall Number of Investors in Indian Mutual Fund Industry post no 

entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of Number of Investors on Mutual fund industry posts no entry load is different for 

different AUM group distributors. 

 

  

Table – 5.29 - Post Hoc Test (Multiple Comparisons) for Average AUM and OIF 

(I) 

AVEREGE 

AUM OF 

FIRM 

(J) 

AVEREGE 

AUM OF 

FIRM 

Mean Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 

10 

10-25 -.93266
*
 0.08741 0 -1.1769 -0.6884 

25-50 -.59425
*
 0.07927 0 -0.8182 -0.3703 

50-100 -.34222
*
 0.07951 0 -0.5667 -0.1177 

ABOVE 100 -1.14377
*
 0.08156 0 -1.3733 -0.9142 

11-25 
LESS THAN 

10 
.93266

*
 0.08741 0 0.6884 1.1769 
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25-50 .33841
*
 0.03764 0 0.2345 0.4423 

50-100 .59044
*
 0.03814 0 0.4852 0.6956 

ABOVE 100 -.21111
*
 0.04225 0 -0.3274 -0.0948 

26-50 

LESS THAN 

10 
.59425

*
 0.07927 0 0.3703 0.8182 

10-25 -.33841
*
 0.03764 0 -0.4423 -0.2345 

50-100 .25203
*
 0.0099 0 0.225 0.2791 

ABOVE 100 -.54952
*
 0.0207 0 -0.6078 -0.4912 

51-100 

LESS THAN 

10 
.34222

*
 0.07951 0 0.1177 0.5667 

10-25 -.59044
*
 0.03814 0 -0.6956 -0.4852 

25-50 -.25203
*
 0.0099 0 -0.2791 -0.225 

ABOVE 100 -.80155
*
 0.02159 0 -0.8621 -0.741 

ABOVE 100 

LESS THAN 

10 
1.14377

*
 0.08156 0 0.9142 1.3733 

10-25 .21111
*
 0.04225 0 0.0948 0.3274 

25-50 .54952
*
 0.0207 0 0.4912 0.6078 

50-100 .80155
*
 0.02159 0 0.741 0.8621 

 

As we can see in above mentioned table, Impact of Investment flow on the AUM Group of 

Less than 10 Crore significantly differs from the AUM Group of 10-25 Crores, 25-50 Crores, 

50-100 Crores and above 100 Crores. When we checked combined impact of all factors on 

AUM group of 10-25 Crores, it is significantly different from the same on AU M group of 

Less than 10 Crore, 25-50 Crores, 50-100 Crores and above 100 Crores. While we checked 

the combined impact of all factors on AUM Group of 25-50 Crores, it differs significantly 

form the same on AUM group of Less than 10 Crores, 10-25 Crores, 50-100 Crores and 

above 100 Crores. Simultaneously when we checked combined impact of all factors on AUM 

group of 50-100 Crores, it is also significantly different from AUM Group of less than 10 

crores, 10-25 crores, 25-50 crores and above 100 crores. Lastly when we checked combined 

impact of all factors on AUM group of more than 100 crores, we ground that it is 

significantly different from the same on AUM group of less than 10 crores, 10-25 crores, 25-

50 crores and 50-100 crores.  
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Table – 5.30 - Post Hoc Test (Multiple Comparisons) for Average AUM and ORD 

(I) 

AVEREGE 

AUM OF 

FIRM 

(J) 

AVEREGE 

AUM OF 

FIRM 

Mean Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 

10 

10-25 -.57182
*
 0.13255 0 -0.9372 -0.2065 

25-50 -1.36563
*
 0.08734 0 -1.6121 -1.1192 

50-100 -.33126
*
 0.08754 0 -0.5782 -0.0843 

ABOVE 100 -1.34849
*
 0.09346 0 -1.6103 -1.0867 

10-25 

LESS THAN 

10 
.57182

*
 0.13255 0 0.2065 0.9372 

25-50 -.79381
*
 0.10137 0 -1.0736 -0.514 

50-100 0.24056 0.10154 0.13 -0.0397 0.5208 

ABOVE 100 -.77667
*
 0.10669 0 -1.0706 -0.4827 

25-50 

LESS THAN 

10 
1.36563

*
 0.08734 0 1.1192 1.6121 

10-25 .79381
*
 0.10137 0 0.514 1.0736 

50-100 1.03437
*
 0.01921 0 0.9818 1.0869 

ABOVE 100 0.01714 0.03795 0.99 -0.0895 0.1237 

50-100 

LESS THAN 

10 
.33126

*
 0.08754 0 0.0843 0.5782 

10-25 -0.24056 0.10154 0.13 -0.5208 0.0397 

25-50 -1.03437
*
 0.01921 0 -1.0869 -0.9818 

ABOVE 100 -1.01723
*
 0.03842 0 -1.125 -0.9095 

ABOVE 100 

LESS THAN 

10 
1.34849

*
 0.09346 0 1.0867 1.6103 

10-25 .77667
*
 0.10669 0 0.4827 1.0706 

25-50 -0.01714 0.03795 0.99 -0.1237 0.0895 

50-100 1.01723
*
 0.03842 0 0.9095 1.125 

 

As we can see in above mentioned table, Impact of Return of Distributor on the AUM Group 

of Less than 10 Crore significantly differs from the AUM Group of 10-25 Crores, 25-50 

Crores, 50-100 Crores and above 100 Crores. When we checked combined impact of all 
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factors on AUM group of 10-25 Crores, it is significantly different from the same on AU M 

group of Less than 10 Crore, 25-50 Crores and above 100 Crores. While we checked the 

combined impact of all factors on AUM Group of 25-50 Crores, it differs significantly form 

the same on AUM group of Less than 10 Crores, 10-25 Crores and 50-100 Crores. 

Simultaneously when we checked combined impact of all factors on AUM group of 50-100 

Crores, it is also significantly different from AUM Group of less than 10 crores, 25-50 crores 

and above 100 crores. Lastly when we checked combined impact of all factors on AUM 

group of more than 100 crores, we found that it is significantly different from the same on 

AUM group of less than 10 crores, 10-25 crore and 50-100 crores.  

 

Table – 5.31 - Post Hoc Test (Multiple Comparisons) for Average AUM and ODE 

(I) 

AVEREGE 

AUM OF 

FIRM 

(J) 

AVEREGE 

AUM OF 

FIRM 

Mean Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 

10 

10-25 -.83063
*
 0.05884 0 -0.9926 -0.6686 

25-50 -1.07253
*
 0.0306 0 -1.1576 -0.9874 

50-100 -1.19696
*
 0.02962 0 -1.2795 -1.1144 

ABOVE 100 -.68396
*
 0.04372 0 -0.8056 -0.5623 

10-25 

LESS THAN 

10 
.83063

*
 0.05884 0 0.6686 0.9926 

25-50 -.24190
*
 0.05499 0 -0.3935 -0.0903 

50-100 -.36633
*
 0.05446 0 -0.5165 -0.2162 

ABOVE 100 0.14667 0.06324 0.14 -0.0275 0.3208 

25-50 

LESS THAN 

10 
1.07253

*
 0.0306 0 0.9874 1.1576 

10-25 .24190
*
 0.05499 0 0.0903 0.3935 

50-100 -.12442
*
 0.02096 0 -0.1817 -0.0671 

ABOVE 100 .38857
*
 0.03838 0 0.2811 0.496 

50-100 

LESS THAN 

10 
1.19696

*
 0.02962 0 1.1144 1.2795 

10-25 .36633
*
 0.05446 0 0.2162 0.5165 

25-50 .12442
*
 0.02096 0 0.0671 0.1817 
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ABOVE 100 .51300
*
 0.03761 0 0.4075 0.6185 

ABOVE 100 

LESS THAN 

10 
.68396

*
 0.04372 0 0.5623 0.8056 

10-25 -0.14667 0.06324 0.14 -0.3208 0.0275 

25-50 -.38857
*
 0.03838 0 -0.496 -0.2811 

50-100 -.51300
*
 0.03761 0 -0.6185 -0.4075 

 

As we can see in above mentioned table, Impact of Distributor Expenses on the AUM Group 

of Less than 10 Crore significantly differs from the AUM Group of 10-25 Crores, 25-50 

Crores, 50-100 Crores and above 100 Crores. When we checked combined impact of all 

factors on AUM group of 10-25 Crores, it is significantly different from the same on AU M 

group of Less than 10 Crore, 25-50 Crores and 50-100 Crores. While we checked the 

combined impact of all factors on AUM Group of 25-50 Crores, it differs significantly form 

the same on AUM group of Less than 10 Crores, 10-25 Crores, 50-100 Crores and above 100 

Crores. Simultaneously when we checked combined impact of all factors on AUM group of 

50-100 Crores, it is also significantly different from AUM Group of less than 10 crores, 10-

25 crores, 25-50 crores and above 100 crores. Lastly when we checked combined impact of 

all factors on AUM group of more than 100 crores, we found that it is significantly different 

from the same on AUM group of less than 10 crores, 25-50 crores and 50-100 crores.  

 

Table – 5.32 - Post Hoc Test (Multiple Comparisons) for Average AUM and OAD 

(I) 

AVEREGE 

AUM OF 

FIRM 

(J) 

AVEREGE 

AUM OF 

FIRM 

Mean Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 

10 

10-25 -.58264
*
 0.13373 0 -0.9513 -0.214 

25-50 -1.37978
*
 0.08866 0 -1.6299 -1.1296 

50-100 -.33613
*
 0.08896 0 -0.587 -0.0852 

ABOVE 100 -1.36264
*
 0.09469 0 -1.6279 -1.0973 

10-25 

LESS THAN 

10 
.58264

*
 0.13373 0 0.214 0.9513 

25-50 -.79714
*
 0.10177 0 -1.0781 -0.5162 

50-100 0.24651 0.10203 0.12 -0.0351 0.5281 
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ABOVE 100 -.78000
*
 0.10707 0 -1.075 -0.485 

25-50 

LESS THAN 

10 
1.37978

*
 0.08866 0 1.1296 1.6299 

10-25 .79714
*
 0.10177 0 0.5162 1.0781 

50-100 1.04365
*
 0.01966 0 0.9899 1.0974 

ABOVE 100 0.01714 0.03795 0.99 -0.0895 0.1237 

50-100 

LESS THAN 

10 
.33613

*
 0.08896 0 0.0852 0.587 

10-25 -0.24651 0.10203 0.12 -0.5281 0.0351 

25-50 -1.04365
*
 0.01966 0 -1.0974 -0.9899 

ABOVE 100 -1.02651
*
 0.03864 0 -1.1348 -0.9182 

ABOVE 100 

LESS THAN 

10 
1.36264

*
 0.09469 0 1.0973 1.6279 

10-25 .78000
*
 0.10707 0 0.485 1.075 

25-50 -0.01714 0.03795 0.99 -0.1237 0.0895 

50-100 1.02651
*
 0.03864 0 0.9182 1.1348 

 

As we can see in above mentioned table, Impact of Advisory on the AUM Group of Less than 

10 Crore significantly differs from the AUM Group of 10-25 Crores, 25-50 Crores, 50-100 

Crores and above 100 Crores. When we checked combined impact of all factors on AUM 

group of 10-25 Crores, it is significantly different from the same on AUM group of Less than 

10 Crore, 25-50 Crores and above 100 Crores. While we checked the combined impact of all 

factors on AUM Group of 25-50 Crores, it differs significantly form the same on AUM group 

of Less than 10 Crores, 10-25 Crores and 50-100 Crores. Simultaneously when we checked 

combined impact of all factors on AUM group of 50-100 Crores, it is also significantly 

different from AUM Group of less than 10 crores, 25-50 crores and above 100 crores. Lastly 

when we checked combined impact of all factors on AUM group of more than 100 crores, we 

found that it is significantly different from the same on AUM group of less than 10 crores, 

10-25 crores and 50-100 crores.  
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Table – 5.33 - Post Hoc Test (Multiple Comparisons) for Average AUM and OCD 

(I) 

AVEREGE 

AUM OF 

FIRM 

(J) 

AVEREGE 

AUM OF 

FIRM 

Mean Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 

10 

10-25 -.92726
*
 0.09301 0 -1.1835 -0.671 

25-50 -1.01029
*
 0.05752 0 -1.1728 -0.8478 

50-100 -.75264
*
 0.05839 0 -0.9173 -0.588 

ABOVE 100 -1.08666
*
 0.05772 0 -1.2497 -0.9236 

10-25 

LESS THAN 

10 
.92726

*
 0.09301 0 0.671 1.1835 

25-50 -0.08303 0.07309 0.79 -0.2849 0.1188 

50-100 0.17462 0.07378 0.13 -0.029 0.3783 

ABOVE 100 -0.15939 0.07325 0.19 -0.3616 0.0429 

25-50 

LESS THAN 

10 
1.01029

*
 0.05752 0 0.8478 1.1728 

10-25 0.08303 0.07309 0.79 -0.1188 0.2849 

50-100 .25765
*
 0.01006 0 0.2301 0.2852 

ABOVE 100 -.07636
*
 0.00476 0 -0.0898 -0.0629 

50-100 

LESS THAN 

10 
.75264

*
 0.05839 0 0.588 0.9173 

10-25 -0.17462 0.07378 0.13 -0.3783 0.029 

25-50 -.25765
*
 0.01006 0 -0.2852 -0.2301 

ABOVE 100 -.33401
*
 0.01113 0 -0.3645 -0.3035 

ABOVE 100 

LESS THAN 

10 
1.08666

*
 0.05772 0 0.9236 1.2497 

10-25 0.15939 0.07325 0.19 -0.0429 0.3616 

25-50 .07636
*
 0.00476 0 0.0629 0.0898 

50-100 .33401
*
 0.01113 0 0.3035 0.3645 

As we can see in above mentioned table, Impact of overall effect on distributor on the AUM 

Group of Less than 10 Crore significantly differs from the AUM Group of 10-25 Crores, 25-

50 Crores, 50-100 Crores and above 100 Crores. When we checked combined impact of all 
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factors on AUM group of 10-25 Crores, it is significantly different from the same on AU M 

group of Less than 10 Crores. While we checked the combined impact of all factors on AUM 

Group of 25-50 Crores, it differs significantly form the same on AUM group of Less than 10 

Crores, 50-100 Crores and above 100 Crores. Simultaneously when we checked combined 

impact of all factors on AUM group of 50-100 Crores, it is also significantly different from 

AUM Group of less than 10 crores, 25-50 crores and above 100 crores. Lastly when we 

checked combined impact of all factors on AUM group of more than 100 crores, we found 

that it is significantly different from the same on AUM group of less than 10 crores, 25-50 

crores and 50-100 crores.  

 

Table – 5.34 - Post Hoc Test (Multiple Comparisons) for Average AUM and ONI 

(I) 

AVEREGE 

AUM OF 

FIRM 

(J) 

AVEREGE 

AUM OF 

FIRM 

Mean Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 

10 

10-25 0.17135 0.11588 0.58 -0.1507 0.4934 

25-50 .34016
*
 0.10622 0.02 0.043 0.6373 

50-100 .52807
*
 0.09885 0 0.2492 0.8069 

ABOVE 100 -0.05698 0.10749 0.98 -0.3577 0.2437 

10-25 

LESS THAN 

10 
-0.17135 0.11588 0.58 -0.4934 0.1507 

25-50 0.16881 0.07521 0.17 -0.0377 0.3753 

50-100 .35672
*
 0.0644 0 0.1791 0.5343 

ABOVE 100 -.22833
*
 0.07701 0.03 -0.4404 -0.0162 

25-50 

LESS THAN 

10 
-.34016

*
 0.10622 0.02 -0.6373 -0.043 

10-25 -0.16881 0.07521 0.17 -0.3753 0.0377 

50-100 .18791
*
 0.04474 0 0.0654 0.3104 

ABOVE 100 -.39714
*
 0.06152 0 -0.567 -0.2273 

50-100 

LESS THAN 

10 
-.52807

*
 0.09885 0 -0.8069 -0.2492 

10-25 -.35672
*
 0.0644 0 -0.5343 -0.1791 

25-50 -.18791
*
 0.04474 0 -0.3104 -0.0654 
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ABOVE 100 -.58505
*
 0.04769 0 -0.7191 -0.451 

ABOVE 100 

LESS THAN 

10 
0.05698 0.10749 0.98 -0.2437 0.3577 

10-25 .22833
*
 0.07701 0.03 0.0162 0.4404 

25-50 .39714
*
 0.06152 0 0.2273 0.567 

50-100 .58505
*
 0.04769 0 0.451 0.7191 

 

As we can see in above mentioned table, Impact of number of investors on the AUM Group 

of Less than 10 Crore significantly differs from the AUM Group of 25-50 Crores and 50-100 

Crores. When we checked combined impact of all factors on AUM group of 10-25 Crores, it 

is significantly different from the same on AUM group of 50-100 Crores and above 100 

Crores. While we checked the combined impact of all factors on AUM Group of 25-50 

Crores, it differs significantly form the same on AUM group of Less than 10 Crores, 50-100 

Crores and above 100 Crores. Simultaneously when we checked combined impact of all 

factors on AUM group of 50-100 Crores, it is also significantly different from AUM Group 

of less than 10 crores, 10-25 crores, 25-50 crores and above 100 crores. Lastly when we 

checked combined impact of all factors on AUM group of more than 100 crores, we ground 

that it is significantly different from the same on AUM group of 10-25 crores, 25-50 crores 

and 50-100 crores.  

 

5.4.2.2: Number of Clients 

 

Table – 5.35 – Descriptive Number of Clients 

  N Mean 
Std. 

Deviation 

Std. 

Error 

95% Confidence 

Interval for Mean 
Min. Max. 

Lower 

Bound 

Upper 

Bound 

O
IF

 

LESS 

THAN 

100 

42 4.012 0.07715 0.0119 3.988 4.036 3.67 4.17 

101-500 211 4.478 0.59765 0.04114 4.397 4.559 2 5 

501-2000 504 4.218 0.18338 0.00817 4.202 4.234 3.67 4.5 
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2001-

5000 
200 4.082 0.1712 0.01211 4.058 4.106 3.33 4.33 

ABOVE 

5000 
50 4.873 0.1411 0.01995 4.833 4.913 4.5 5 

Total 1007 4.269 0.3698 0.01165 4.246 4.292 2 5 

O
R

D
 

LESS 

THAN 

100 

42 3.691 0.24575 0.03792 3.614 3.767 3.5 4 

101-500 211 4.068 1.17888 0.08116 3.908 4.228 2.25 5 

501-2000 504 4.316 0.5996 0.02671 4.263 4.368 3 5 

2001-

5000 
200 3.775 0.23377 0.01653 3.742 3.808 3.5 4 

ABOVE 

5000 
50 4.74 0.25234 0.03569 4.668 4.812 4.5 5 

Total 1007 4.151 0.74529 0.02349 4.105 4.197 2.25 5 

O
D

E
 

LESS 

THAN 

100 

42 3.339 0.17304 0.0267 3.285 3.393 3 3.5 

101-500 211 4.148 0.61212 0.04214 4.065 4.231 3 5 

501-2000 504 4.444 0.28858 0.01285 4.418 4.469 3.5 5 

2001-

5000 
200 4.51 0.28886 0.02043 4.47 4.55 3.75 5 

ABOVE 

5000 
50 4 0.24744 0.03499 3.93 4.07 3.5 4.25 

Total 1007 4.327 0.45472 0.01433 4.299 4.355 3 5 

O
A

D
 

LESS 

THAN 

100 

42 3.679 0.26066 0.04022 3.597 3.76 3.25 4 

101-500 211 4.064 1.18475 0.08156 3.903 4.225 2 5 

501-2000 504 4.311 0.60774 0.02707 4.257 4.364 2.75 5 

2001- 200 3.769 0.2442 0.01727 3.735 3.803 3.25 4 
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5000 

ABOVE 

5000 
50 4.74 0.25234 0.03569 4.668 4.812 4.5 5 

Total 1007 4.146 0.75184 0.02369 4.1 4.193 2 5 

O
C

D
 

LESS 

THAN 

100 

42 3.654 0.03613 0.00558 3.642 3.665 3.64 3.73 

101-500 211 4.301 0.84992 0.05851 4.186 4.417 2.55 5 

501-2000 504 4.308 0.21975 0.00979 4.288 4.327 3.82 4.45 

2001-

5000 
200 4.305 0.13449 0.00951 4.286 4.323 4 4.55 

ABOVE 

5000 
50 4.531 0.03367 0.00476 4.521 4.541 4.45 4.55 

Total 1007 4.289 0.44568 0.01404 4.262 4.317 2.55 5 

O
N

I 

LESS 

THAN 

100 

42 4.863 0.27164 0.04191 4.778 4.948 4.25 5 

101-500 211 4.331 0.71424 0.04917 4.234 4.428 2.75 5 

501-2000 504 4.098 0.65854 0.02933 4.041 4.156 2.25 4.75 

2001-

5000 
200 3.983 0.37553 0.02655 3.93 4.035 2.5 4.5 

ABOVE 

5000 
50 4.59 0.31848 0.04504 4.5 4.681 3.5 4.75 

Total 1007 4.18 0.63472 0.02 4.141 4.22 2.25 5 

 

 

Homogeneity of variances for different group of Number of Clients for all factors have been 

tested first. As per the result shown in below mentioned table ―Test of Homogeneity of 

Variances”, there is no significant difference among Different Number of Clients‘ groups 

regarding variations with respect to all independent factors i.e. Investment Flow, Return of 
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Distributor, Distributor Expenses, Advisory, Overall Effect on Distributor and Number of 

Investors for impact on distribution channel of Indian Mutual fund Industry. 

 

Table - 5.36 - Test of Homogeneity of Variances 

  
Levene 

Statistic 
df1 df2 Sig. 

OIF 

Based on Mean 136.414 4 1002 0 

Based on Median 101.16 4 1002 0 

Based on Median and with 

adjusted df 
101.16 4 499.851 0 

Based on trimmed mean 138.043 4 1002 0 

ORD 

Based on Mean 201.615 4 1002 0 

Based on Median 50.205 4 1002 0 

Based on Median and with 

adjusted df 
50.205 4 432.518 0 

Based on trimmed mean 169.967 4 1002 0 

ODE 

Based on Mean 92.809 4 1002 0 

Based on Median 63.412 4 1002 0 

Based on Median and with 

adjusted df 
63.412 4 656.802 0 

Based on trimmed mean 88.173 4 1002 0 

OAD 

Based on Mean 195.594 4 1002 0 

Based on Median 48.675 4 1002 0 

Based on Median and with 

adjusted df 
48.675 4 439.1 0 

Based on trimmed mean 163.471 4 1002 0 

OCD 

Based on Mean 328.5 4 1002 0 

Based on Median 148.372 4 1002 0 

Based on Median and with 

adjusted df 
148.372 4 408.258 0 

Based on trimmed mean 258.143 4 1002 0 

CNI Based on Mean 35.242 4 1002 0 
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Based on Median 27.629 4 1002 0 

Based on Median and with 

adjusted df 
27.629 4 877.044 0 

Based on trimmed mean 33.113 4 1002 0 

 

 

Table – 5.37 - ANOVA 

  
Sum of 

Squares 
df 

Mean 

Square 
F Sig. 

OIF 

Between Groups 38.594 4 9.649 97.679 0 

Within Groups 98.975 1002 0.099     

Total 137.57 1006       

ORD 

Between Groups 69.633 4 17.408 35.659 0 

Within Groups 489.161 1002 0.488     

Total 558.794 1006       

ODE 

Between Groups 66.606 4 16.652 117.99 0 

Within Groups 141.405 1002 0.141     

Total 208.011 1006       

OAD 

Between Groups 70.342 4 17.586 35.361 0 

Within Groups 498.313 1002 0.497     

Total 568.656 1006       

OCD 

Between Groups 20.131 4 5.033 28.063 0 

Within Groups 179.695 1002 0.179     

Total 199.827 1006       

ONI 

Between Groups 43.959 4 10.99 30.476 0 

Within Groups 361.328 1002 0.361     

Total 405.287 1006       

 

OIF: 

H0: There is no significant difference among various Number of Clients groups 

regarding average value of overall Investment Flow in Indian Mutual Fund Industry 

post no entry load. 
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H1: There is significant difference among various Number of Clients groups regarding 

average value of overall Investment Flow in Indian Mutual Fund Industry post no entry 

load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of Investment flow on Mutual fund industry post no entry load is different for 

different Number of clients‘ group distributors. 

ORD: 

H0: There is no significant difference among various Number of Clients groups 

regarding average value of overall Return of Distributor in Indian Mutual Fund 

Industry post no entry load. 

H1: There is significant difference among various Number of Clients groups regarding 

average value of overall Return of Distributor in Indian Mutual Fund Industry post no 

entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact on Return of Distributor on Mutual fund industry post no entry load is different for 

different number of client group distributors. 

ODE: 

H0: There is no significant difference among various Number of client’s groups 

regarding average value of overall Distributor Expenses in Indian Mutual Fund 

Industry post no entry load. 

H1: There is significant difference among various Number of Clients groups regarding 

average value of overall Distributor Expenses in Indian Mutual Fund Industry post no 

entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of Distributor Expenses on Mutual fund industry posts no entry load is different for 

different Number of clients group distributors. 

OAD: 

H0: There is no significant difference among various Number of Clients groups 

regarding average value of overall Advisory in Indian Mutual Fund Industry post no 

entry load. 

H1: There is significant difference among various Number of Clients groups regarding 

average value of overall Advisory in Indian Mutual Fund Industry post no entry load. 
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Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of Advisory on Mutual fund industry posts no entry load is different for different 

Number of Clients group distributors. 

OCD: 

H0: There is no significant difference among various Number of Clients groups 

regarding average value of overall Effect on Distributor in Indian Mutual Fund 

Industry post no entry load. 

H1: There is significant difference among various Number of Clients groups regarding 

average value of overall Effect on Distributor in Indian Mutual Fund Industry post no 

entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of overall effect on distributor on Mutual fund industry post no entry load is different 

for different Number of Clients group distributors. 

CNI: 

H0: There is no significant difference among various Number of Clients groups 

regarding average value of overall Number of Investors in Indian Mutual Fund 

Industry post no entry load. 

H1: There is significant difference among various Number of Clients groups regarding 

average value of overall Number of Investors in Indian Mutual Fund Industry post no 

entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of Number of Investors on Mutual fund industry posts no entry load is different for 

different Number of clients group of distributors. 

 

Table – 5.38 - Post Hoc Test (Multiple Comparisons) for Number of Clients and OIF 

(I) NO OF 

CLIENT 

ASSOCIATE 

WITH FIRM 

(J) NO OF 

CLIENT 

ASSOCIATE 

WITH FIRM 

Mean Difference 

(I-J) 
Std. Error Sig. 

95% Confidence 

Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 

100 

100-500 -.46598
*
 0.04283 0 -0.5837 -0.3482 

500-2000 -.20569
*
 0.01444 0 -0.2459 -0.1655 

2000-5000 -.06976
*
 0.01698 0 -0.1167 -0.0228 
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ABOVE 5000 -.86143
*
 0.02324 0 -0.9263 -0.7965 

100-500 

LESS THAN 

100 
.46598

*
 0.04283 0 0.3482 0.5837 

500-2000 .26029
*
 0.04195 0 0.1449 0.3756 

2000-5000 .39622
*
 0.04289 0 0.2784 0.5141 

ABOVE 5000 -.39545
*
 0.04573 0 -0.5211 -0.2698 

500-2000 

LESS THAN 

100 
.20569

*
 0.01444 0 0.1655 0.2459 

100-500 -.26029
*
 0.04195 0 -0.3756 -0.1449 

2000-5000 .13593
*
 0.0146 0 0.0959 0.1759 

ABOVE 5000 -.65574
*
 0.02156 0 -0.7162 -0.5953 

2000-5000 

LESS THAN 

100 
.06976

*
 0.01698 0 0.0228 0.1167 

100-500 -.39622
*
 0.04289 0 -0.5141 -0.2784 

500-2000 -.13593
*
 0.0146 0 -0.1759 -0.0959 

ABOVE 5000 -.79167
*
 0.02334 0 -0.8567 -0.7267 

ABOVE 

5000 

LESS THAN 

100 
.86143

*
 0.02324 0 0.7965 0.9263 

100-500 .39545
*
 0.04573 0 0.2698 0.5211 

500-2000 .65574
*
 0.02156 0 0.5953 0.7162 

2000-5000 .79167
*
 0.02334 0 0.7267 0.8567 

 

As we can see in above mentioned table, Impact of Investment flow on the Number of 

Investors Group of Less than 100 is significantly differs from the Number of Investors Group 

of 100-500, 500-2000, 2000-5000 and above 5000. When we checked combined impact of all 

factors on Number of Investors group of 100-500, it is significantly different from the same 

on Number of Clients group of Less than 100, 500-2000, 2000-5000 and above 5000. While 

we checked the combined impact of all factors on Number of Investors Group of 500-2000, it 

differs significantly form the same on Number of Investors group of Less than 100, 100-500, 

2000-5000 and above 5000.Simultaneously when we checked combined impact of all factors 

on Number of Investors group of 2000-5000, it is also significantly different from Number of 

clients Group of less than 100, 100-500, 500-2000 and above 5000. Lastly when we checked 

combined impact of all factors on Number of Investors group of more than 5000, we found 
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that it is significantly different from the same on Number of Investors Group of less than 100, 

100-500, 500-2000 and 2000-5000. 

 

Table –5.39 - Post Hoc Test (Multiple Comparisons) for Number of Clients and ORD 

(I) NO OF 

CLIENT 

ASSOCIATE 

WITH FIRM 

(J) NO OF 

CLIENT 

ASSOCIATE 

WITH FIRM 

Mean 

Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence 

Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 100 

100-500 -.37706
*
 0.08958 0 -0.6232 -0.1309 

500-2000 -.62500
*
 0.04638 0 -0.7541 -0.4959 

2000-5000 -0.08452 0.04137 0.26 -0.201 0.032 

ABOVE 5000 -1.04952
*
 0.05207 0 -1.1946 -0.9045 

100-500 

LESS THAN 

100 
.37706

*
 0.08958 0 0.1309 0.6232 

500-2000 -.24794
*
 0.08544 0.03 -0.4827 -0.0132 

2000-5000 .29254
*
 0.08282 0.01 0.0648 0.5203 

ABOVE 5000 -.67246
*
 0.08866 0 -0.916 -0.4289 

500-2000 

LESS THAN 

100 
.62500

*
 0.04638 0 0.4959 0.7541 

100-500 .24794
*
 0.08544 0.03 0.0132 0.4827 

2000-5000 .54048
*
 0.03141 0 0.4546 0.6264 

ABOVE 5000 -.42452
*
 0.04457 0 -0.548 -0.301 

2000-5000 

LESS THAN 

100 
0.08452 0.04137 0.26 -0.032 0.201 

100-500 -.29254
*
 0.08282 0.01 -0.5203 -0.0648 

500-2000 -.54048
*
 0.03141 0 -0.6264 -0.4546 

ABOVE 5000 -.96500
*
 0.03933 0 -1.0751 -0.8549 

ABOVE 5000 

LESS THAN 

100 
1.04952

*
 0.05207 0 0.9045 1.1946 

100-500 .67246
*
 0.08866 0 0.4289 0.916 

500-2000 .42452
*
 0.04457 0 0.301 0.548 
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2000-5000 .96500
*
 0.03933 0 0.8549 1.0751 

 

As we can see in above mentioned table, Impact of Return of Distributor on the Number of 

Investors Group of Less than 100 is significantly differs from the Number of Investors Group 

of 100-500, 500-2000 and above 5000. When we checked combined impact of all factors on 

Number of Investors group of 100-500, it is significantly different from the same on Number 

of Clients group of Less than 100, 500-2000, 2000-5000 and above 5000. While we checked 

the combined impact of all factors on Number of Investors Group of 500-2000, it differs 

significantly form the same on Number of Investors group of Less than 100, 100-500, 2000-

5000 and above 5000.Simultaneously when we checked combined impact of all factors on 

Number of Investors group of 2000-5000, it is also significantly different from Number of 

clients Group of 100-500, 500-2000 and above 5000. Lastly when we checked combined 

impact of all factors on Number of Investors group of more than 5000, we found that it is 

significantly different from the same on Number of Investors Group of less than 100, 100-

500, 500-2000 and 2000-5000. 

 

Table – 5.40 - Post Hoc Test (Multiple Comparisons) for Number of Clients and ODE 

(I) NO OF 

CLIENT 

ASSOCIATE 

WITH FIRM 

(J) NO OF 

CLIENT 

ASSOCIATE 

WITH FIRM 

Mean 

Difference 

(I-J) 

Std. Error Sig. 

95% Confidence 

Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 

100 

100-500 -.80882
*
 0.04989 0 -0.946 -0.6716 

500-2000 -1.10417
*
 0.02963 0 -1.1874 -1.0209 

2000-5000 -1.17071
*
 0.03362 0 -1.2642 -1.0773 

ABOVE 5000 -.66071
*
 0.04402 0 -0.7833 -0.5381 

100-500 

LESS THAN 

100 
.80882

*
 0.04989 0 0.6716 0.946 

500-2000 -.29535
*
 0.04406 0 -0.4164 -0.1743 

2000-5000 -.36190
*
 0.04683 0 -0.4904 -0.2334 

ABOVE 5000 0.1481 0.05477 0.06 -0.0027 0.2989 
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500-2000 

LESS THAN 

100 
1.10417

*
 0.02963 0 1.0209 1.1874 

100-500 .29535
*
 0.04406 0 0.1743 0.4164 

2000-5000 -.06655
*
 0.02413 0.05 -0.1327 -0.0004 

ABOVE 5000 .44345
*
 0.03728 0 0.3388 0.5481 

2000-5000 

LESS THAN 

100 
1.17071

*
 0.03362 0 1.0773 1.2642 

100-500 .36190
*
 0.04683 0 0.2334 0.4904 

500-2000 .06655
*
 0.02413 0.05 0.0004 0.1327 

ABOVE 5000 .51000
*
 0.04052 0 0.3971 0.6229 

ABOVE 5000 

LESS THAN 

100 
.66071

*
 0.04402 0 0.5381 0.7833 

100-500 -0.1481 0.05477 0.06 -0.2989 0.0027 

500-2000 -.44345
*
 0.03728 0 -0.5481 -0.3388 

2000-5000 -.51000
*
 0.04052 0 -0.6229 -0.3971 

 

As we can see in above mentioned table, Impact of Distributor Expense on the Number of 

Investors Group of Less than 100 is significantly differs from the Number of Investors Group 

of 100-500, 500-2000, 2000-5000 and above 5000. When we checked combined impact of all 

factors on Number of Investors group of 100-500, it is significantly different from the same 

on Number of Clients group of Less than 100, 500-2000 and 2000-5000. While we checked 

the combined impact of all factors on Number of Investors Group of 500-2000, it differs 

significantly form the same on Number of Investors group of Less than 100, 100-500, 2000-

5000 and above 5000. Simultaneously when we checked combined impact of all factors on 

Number of Investors group of 2000-5000, it is also significantly different from Number of 

clients Group of less than 100, 100-500, 500-2000 and above 5000. Lastly when we checked 

combined impact of all factors on Number of Investors group of more than 5000, we found 

that it is significantly different from the same on Number of Investors Group of less than 100, 

500-2000 and 2000-5000. 
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Table – 5.41 - Post Hoc Test (Multiple Comparisons) for Number of Clients and OAD 

(I) NO OF 

CLIENT 

ASSOCIATE 

WITH FIRM 

(J) NO OF 

CLIENT 

ASSOCIATE 

WITH FIRM 

Mean 

Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence 

Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 100 

100-500 -.38541
*
 0.09094 0 -0.6353 -0.1355 

500-2000 -.63194
*
 0.04848 0 -0.7671 -0.4968 

2000-5000 -0.09018 0.04377 0.25 -0.2135 0.0331 

ABOVE 5000 -1.06143
*
 0.05377 0 -1.2112 -0.9116 

100-500 

LESS THAN 

100 
.38541

*
 0.09094 0 0.1355 0.6353 

500-2000 -.24653
*
 0.08594 0.04 -0.4826 -0.0104 

2000-5000 .29523
*
 0.08337 0 0.066 0.5245 

ABOVE 5000 -.67602
*
 0.08903 0 -0.9206 -0.4314 

500-2000 

LESS THAN 

100 
.63194

*
 0.04848 0 0.4968 0.7671 

100-500 .24653
*
 0.08594 0.04 0.0104 0.4826 

2000-5000 .54177
*
 0.03211 0 0.454 0.6296 

ABOVE 5000 -.42948
*
 0.04479 0 -0.5536 -0.3054 

2000-5000 

LESS THAN 

100 
0.09018 0.04377 0.25 -0.0331 0.2135 

100-500 -.29523
*
 0.08337 0 -0.5245 -0.066 

500-2000 -.54177
*
 0.03211 0 -0.6296 -0.454 

ABOVE 5000 -.97125
*
 0.03964 0 -1.0821 -0.8604 

ABOVE 5000 

LESS THAN 

100 
1.06143

*
 0.05377 0 0.9116 1.2112 

100-500 .67602
*
 0.08903 0 0.4314 0.9206 

500-2000 .42948
*
 0.04479 0 0.3054 0.5536 

2000-5000 .97125
*
 0.03964 0 0.8604 1.0821 

 

As we can see in above mentioned table, Impact of Advisory on the Number of Investors 

Group of Less than 100 is significantly differs from the Number of Investors Group of 100-
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500, 501-2000 and above 5000. When we checked combined impact of all factors on Number 

of Investors group of 100-500, it is significantly different from the same on Number of 

Clients group of Less than 100, 500-2000, 2000-5000 and above 5000. While we checked the 

combined impact of all factors on Number of Investors Group of 500-2000, it differs 

significantly form the same on Number of Investors group of Less than 100, 100-500, 2000-

5000 and above 5000. Simultaneously when we checked combined impact of all factors on 

Number of Investors group of 2000-5000, it is also significantly different from Number of 

clients Group of 100-500, 500-2000 and above 5000. Lastly when we checked combined 

impact of all factors on Number of Investors group of more than 5000, we found that it is 

significantly different from the same on Number of Investors Group of less than 100, 100-

500, 500-2000 and 2000-5000. 

 

Table – 5.42 - Post Hoc Test (Multiple Comparisons) for Number of Clients and OCD 

(I) NO OF 

CLIENT 

ASSOCIATE 

WITH FIRM 

(J) NO OF 

CLIENT 

ASSOCIATE 

WITH FIRM 

Mean 

Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence 

Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 100 

100-500 -.64748
*
 0.05878 0 -0.8092 -0.4858 

500-2000 -.65386
*
 0.01126 0 -0.6847 -0.623 

2000-5000 -.65087
*
 0.01102 0 -0.6812 -0.6206 

ABOVE 5000 -.87723
*
 0.00733 0 -0.8977 -0.8568 

100-500 

LESS THAN 

100 
.64748

*
 0.05878 0 0.4858 0.8092 

500-2000 -0.00638 0.05932 1 -0.1695 0.1568 

2000-5000 -0.00338 0.05928 1 -0.1664 0.1597 

ABOVE 5000 -.22975
*
 0.0587 0 -0.3913 -0.0682 

500-2000 

LESS THAN 

100 
.65386

*
 0.01126 0 0.623 0.6847 

100-500 0.00638 0.05932 1 -0.1568 0.1695 

2000-5000 0.00299 0.01365 1 -0.0343 0.0403 

ABOVE 5000 -.22337
*
 0.01088 0 -0.2532 -0.1936 
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2000-5000 

LESS THAN 

100 
.65087

*
 0.01102 0 0.6206 0.6812 

100-500 0.00338 0.05928 1 -0.1597 0.1664 

500-2000 -0.00299 0.01365 1 -0.0403 0.0343 

ABOVE 5000 -.22636
*
 0.01063 0 -0.2556 -0.1971 

ABOVE 5000 

LESS THAN 

100 
.87723

*
 0.00733 0 0.8568 0.8977 

100-500 .22975
*
 0.0587 0 0.0682 0.3913 

500-2000 .22337
*
 0.01088 0 0.1936 0.2532 

2000-5000 .22636
*
 0.01063 0 0.1971 0.2556 

 

As we can see in above mentioned table, Impact of Overall Effect on Distributor on the 

Number of Investors Group of Less than 100 is significantly differs from the Number of 

Investors Group of 100-500, 500-2000, 2000-5000 and above 5000. When we checked 

combined impact of all factors on Number of Investors group of 100-500, it is significantly 

different from the same on Number of Clients group of Less than 100 and above 5000. While 

we checked the combined impact of all factors on Number of Investors Group of 500-2000, it 

differs significantly form the same on Number of Investors group of Less than 100 and above 

5000. Simultaneously when we checked combined impact of all factors on Number of 

Investors group of 2000-5000, it is also significantly different from Number of clients Group 

of less than 100 and above 5000. Lastly when we checked combined impact of all factors on 

Number of Investors group of more than 5000, we found that it is significantly different from 

the same on Number of Investors Group of less than 100, 100-500, 500-2000 and 2000-5000. 

 

Table – 5.43 - Post Hoc Test (Multiple Comparisons) for Number of Clients and ONI 

(I) NO OF 

CLIENT 

ASSOCIATE 

WITH FIRM 

(J) NO OF 

CLIENT 

ASSOCIATE 

WITH FIRM 

Mean 

Difference 

(I-J) 

Std. Error Sig. 

95% Confidence 

Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 100 
100-500 .53253

*
 0.06461 0 0.3544 0.7107 

500-2000 .76488
*
 0.05116 0 0.6224 0.9073 
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2000-5000 .88060
*
 0.04962 0 0.742 1.0192 

ABOVE 5000 .27310
*
 0.06153 0 0.1018 0.4444 

100-500 

LESS THAN 

100 
-.53253

*
 0.06461 0 -0.7107 -0.3544 

500-2000 .23235
*
 0.05726 0 0.0754 0.3893 

2000-5000 .34807
*
 0.05588 0 0.1948 0.5014 

ABOVE 5000 -.25943
*
 0.06668 0 -0.4432 -0.0757 

500-2000 

LESS THAN 

100 
-.76488

*
 0.05116 0 -0.9073 -0.6224 

100-500 -.23235
*
 0.05726 0 -0.3893 -0.0754 

2000-5000 .11571
*
 0.03957 0.03 0.0075 0.224 

ABOVE 5000 -.49179
*
 0.05375 0 -0.6412 -0.3424 

2000-5000 

LESS THAN 

100 
-.88060

*
 0.04962 0 -1.0192 -0.742 

100-500 -.34807
*
 0.05588 0 -0.5014 -0.1948 

500-2000 -.11571
*
 0.03957 0.03 -0.224 -0.0075 

ABOVE 5000 -.60750
*
 0.05228 0 -0.7532 -0.4618 

ABOVE 5000 

LESS THAN 

100 
-.27310

*
 0.06153 0 -0.4444 -0.1018 

100-500 .25943
*
 0.06668 0 0.0757 0.4432 

500-2000 .49179
*
 0.05375 0 0.3424 0.6412 

2000-5000 .60750
*
 0.05228 0 0.4618 0.7532 

 

As we can see in above mentioned table, Impact of Number of investors on the Number of 

Investors Group of Less than 100 is significantly differs from the Number of Investors Group 

of 100-500, 500-2000, 2000-5000 and above 5000. When we checked combined impact of all 

factors on Number of Investors group of 100-500, it is significantly different from the same 

on Number of Clients group of Less than 100, 500-2000, 2000-5000 and above 5000. While 

we checked the combined impact of all factors on Number of Investors Group of 500-2000, it 

differs significantly form the same on Number of Investors group of Less than 100, 100-500, 

2000-5000 and above 5000.Simultaneously when we checked combined impact of all factors 

on Number of Investors group of 2000-5000, it is also significantly different from Number of 

clients Group of less than 100, 100-500, 500-2000 and above 5000. Lastly when we checked 
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combined impact of all factors on Number of Investors group of more than 5000, we found 

that it is significantly different from the same on Number of Investors Group of less than 100, 

100-500, 500-2000 and 2000-5000. 

 

5.4.2.3: SIP Input Value 

 

Table – 5.44 – Descriptive SIP Input Value 

  N Mean 
Std. 

Deviation 

Std. 

Error 

95% Confidence 

Interval for Mean 
Min. Max. 

Lower 

Bound 

Upper 

Bound 

O
IF

 

LESS 

THAN 10 

Lacs 

53 3.73 0.57571 0.07908 3.5709 3.8882 2 4.2 

11-25 

Lacs 
200 4.578 0.422 0.02984 4.5195 4.6372 3.8 5 

26-50 

Lacs 
504 4.218 0.18338 0.00817 4.2015 4.2336 3.7 4.5 

51-100 

Lacs 
200 4.082 0.1712 0.01211 4.0578 4.1055 3.3 4.3 

ABOVE 

100 Lacs 
50 4.873 0.1411 0.01995 4.8332 4.9134 4.5 5 

Total 1007 4.269 0.3698 0.01165 4.2462 4.292 2 5 

O
R

D
 

LESS 

THAN 10 

Lacs 

53 3.392 0.62885 0.08638 3.2182 3.5648 2.3 4 

11-25 

Lacs 
200 4.168 1.12869 0.07981 4.0101 4.3249 2.3 5 

26-50 

Lacs 
504 4.316 0.5996 0.02671 4.263 4.3679 3 5 

51-100 

Lacs 
200 3.775 0.23377 0.01653 3.7424 3.8076 3.5 4 
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ABOVE 

100 Lacs 
50 4.74 0.25234 0.03569 4.6683 4.8117 4.5 5 

Total 1007 4.151 0.74529 0.02349 4.1051 4.1973 2.3 5 

O
D

E
 

LESS 

THAN 10 

Lacs 

53 3.316 0.19084 0.02621 3.2634 3.3686 3 3.5 

11-25 

Lacs 
200 4.199 0.58579 0.04142 4.1171 4.2804 3 5 

26-50 

Lacs 
504 4.444 0.28858 0.01285 4.4182 4.4687 3.5 5 

51-100 

Lacs 
200 4.51 0.28886 0.02043 4.4697 4.5503 3.8 5 

ABOVE 

100 Lacs 
50 4 0.24744 0.03499 3.9297 4.0703 3.5 4.3 

Total 1007 4.327 0.45472 0.01433 4.2986 4.3548 3 5 

O
A

D
 

LESS 

THAN 10 

Lacs 

53 3.377 0.63855 0.08771 3.2014 3.5534 2 4 

11-25 

Lacs 
200 4.165 1.13322 0.08013 4.007 4.323 2 5 

26-50 

Lacs 
504 4.311 0.60774 0.02707 4.2573 4.3637 2.8 5 

51-100 

Lacs 
200 3.769 0.2442 0.01727 3.7347 3.8028 3.3 4 

ABOVE 

100 Lacs 
50 4.74 0.25234 0.03569 4.6683 4.8117 4.5 5 

Total 1007 4.146 0.75184 0.02369 4.0997 4.1927 2 5 

O
C

D
 

LESS 

THAN 10 

Lacs 

53 3.444 0.41875 0.05752 3.3288 3.5597 2.6 3.7 

11-25 

Lacs 
200 4.392 0.77545 0.05483 4.2841 4.5004 3 5 
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26-50 

Lacs 
504 4.308 0.21975 0.00979 4.2883 4.3268 3.8 4.5 

51-100 

Lacs 
200 4.305 0.13449 0.00951 4.2858 4.3233 4 4.6 

ABOVE 

100 Lacs 
50 4.531 0.03367 0.00476 4.5213 4.5405 4.5 4.6 

Total 1007 4.289 0.44568 0.01404 4.2619 4.317 2.6 5 

O
N

I 

LESS 

THAN 10 

Lacs 

53 4.533 0.71056 0.0976 4.3372 4.7289 2.8 5 

11-25 

Lacs 
200 4.389 0.68348 0.04833 4.2934 4.4841 2.8 5 

26-50 

Lacs 
504 4.098 0.65854 0.02933 4.0406 4.1558 2.3 4.8 

51-100 

Lacs 
200 3.983 0.37553 0.02655 3.9301 4.0349 2.5 4.5 

ABOVE 

100 Lacs 
50 4.59 0.31848 0.04504 4.4995 4.6805 3.5 4.8 

Total 1007 4.18 0.63472 0.02 4.141 4.2195 2.3 5 

 

 

Homogeneity of variances for different group of SIP Input Value for all factors have been 

tested first. As per the result shown in below mentioned table ―Test of Homogeneity of 

Variances”, there is no significant difference among Different Number of Clients‘ groups 

regarding variations with respect to all independent factors i.e. Investment Flow, Return of 

Distributor, Distributor Expenses, Advisory, Overall Effect on Distributor and Number of 

Investors for impact on distribution channel of Indian Mutual fund Industry. 
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Table – 5.45 - Test of Homogeneity of Variances 

  
Levene 

Statistic 
df1 df2 Sig. 

OIF 

Based on Mean 191.738 4 1002 0 

Based on Median 79.249 4 1002 0 

Based on Median and with adjusted df 79.249 4 292.704 0 

Based on trimmed mean 165.328 4 1002 0 

ORD 

Based on Mean 121.918 4 1002 0 

Based on Median 36.922 4 1002 0 

Based on Median and with adjusted df 36.922 4 469.255 0 

Based on trimmed mean 98.789 4 1002 0 

ODE 

Based on Mean 67.823 4 1002 0 

Based on Median 36.502 4 1002 0 

Based on Median and with adjusted df 36.502 4 484.691 0 

Based on trimmed mean 62.044 4 1002 0 

OAD 

Based on Mean 118.651 4 1002 0 

Based on Median 35.72 4 1002 0 

Based on Median and with adjusted df 35.72 4 477.479 0 

Based on trimmed mean 95.52 4 1002 0 

OCD 

Based on Mean 200.245 4 1002 0 

Based on Median 92.62 4 1002 0 

Based on Median and with adjusted df 92.62 4 415.143 0 

Based on trimmed mean 160.021 4 1002 0 

CNI 

Based on Mean 25.537 4 1002 0 

Based on Median 16.646 4 1002 0 

Based on Median and with adjusted df 16.646 4 815.885 0 

Based on trimmed mean 23.031 4 1002 0 
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Table – 5.46 - ANOVA 

  
Sum of 

Squares 
df 

Mean 

Square 
F Sig. 

OIF 

Between Groups 61.172 4 15.293 200.58 0 

Within Groups 76.398 1002 0.076     

Total 137.57 1006       

ORD 

Between Groups 89.882 4 22.47 48.016 0 

Within Groups 468.912 1002 0.468     

Total 558.794 1006       

ODE 

Between Groups 76.337 4 19.084 145.23 0 

Within Groups 131.674 1002 0.131     

Total 208.011 1006       

OAD 

Between Groups 91.131 4 22.783 47.806 0 

Within Groups 477.524 1002 0.477     

Total 568.656 1006       

OCD 

Between Groups 43.101 4 10.775 68.89 0 

Within Groups 156.726 1002 0.156     

Total 199.827 1006       

CNI 

Between Groups 34.898 4 8.724 23.602 0 

Within Groups 370.389 1002 0.37     

Total 405.287 1006       

 

OIF: 

H0: There is no significant difference among various SIP Input Value groups regarding 

average value of overall Investment Flow in Indian Mutual Fund Industry post no entry 

load. 

H1: There is significant difference among various SIP Input Value groups regarding 

average value of overall Investment Flow in Indian Mutual Fund Industry post no entry 

load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of Investment flow on Mutual fund industry post no entry load is different for 

different SIP Input Value group distributors. 
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ORD: 

H0: There is no significant difference among various SIP Input Value groups regarding 

average value of overall Return of Distributor in Indian Mutual Fund Industry post no 

entry load. 

H1: There is significant difference among various SIP Input Value groups regarding 

average value of overall Return of Distributor in Indian Mutual Fund Industry post no 

entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact on Return of Distributor on Mutual fund industry post no entry load is different for 

different SIP Input Value group distributors. 

ODE: 

H0: There is no significant difference among various SIP Input Value groups regarding 

average value of overall Distributor Expenses in Indian Mutual Fund Industry post no 

entry load. 

H1: There is significant difference among various SIP Input Value groups regarding 

average value of overall Distributor Expenses in Indian Mutual Fund Industry post no 

entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of Distributor Expenses on Mutual fund industry posts no entry load is different for 

different SIP Input Value group distributors. 

OAD: 

H0: There is no significant difference among various SIP Input Value groups regarding 

average value of overall Advisory in Indian Mutual Fund Industry post no entry load. 

H1: There is significant difference among various SIP Input Value groups regarding 

average value of overall Advisory in Indian Mutual Fund Industry post no entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of Advisory on Mutual fund industry posts no entry load is different for different SIP 

Input Value group distributors. 

OCD: 

H0: There is no significant difference among various SIP Input Value groups regarding 

average value of overall Effect on Distributor in Indian Mutual Fund Industry post no 

entry load. 
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H1: There is significant difference among various SIP Input Value groups regarding 

average value of overall Effect on Distributor in Indian Mutual Fund Industry post no 

entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of overall effect on distributor on Mutual fund industry post no entry load is different 

for different SIP Input Value group distributors. 

CNI: 

H0: There is no significant difference among various SIP Input Value groups regarding 

average value of overall Number of Investors in Indian Mutual Fund Industry post no 

entry load. 

H1: There is significant difference among various SIP Input Value groups regarding 

average value of overall Number of Investors in Indian Mutual Fund Industry post no 

entry load. 

Here Sig. value is 0.000 (<0.005) hence we fail to accept null hypothesis which means that 

impact of Number of Investors on Mutual fund industry posts no entry load is different for 

different SIP Input Value group of distributors. 

 

Table – 5.47 - Post Hoc Test (Multiple Comparisons) for SIP Input and OIF 

(I) SIP INPUT 

VALUE BY 

CLIENT 

(In Lacs) 

(J) SIP INPUT 

VALUE BY 

CLIENT 

(In Lacs) 

Mean 

Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 

10 

11-25 -.84877
*
 0.08452 0 -1.0857 -0.6119 

26-50 -.48803
*
 0.0795 0 -0.7125 -0.2635 

51-100 -.35211
*
 0.08 0 -0.5778 -0.1264 

ABOVE 100 -1.14377
*
 0.08156 0 -1.3733 -0.9142 

11-25 

LESS THAN 10 .84877
*
 0.08452 0 0.6119 1.0857 

26-50 .36074
*
 0.03094 0 0.2757 0.4458 

51-100 .49667
*
 0.0322 0 0.4082 0.5851 
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ABOVE 100 -.29500
*
 0.0359 0 -0.3937 -0.1963 

26-50 

LESS THAN 10 .48803
*
 0.0795 0 0.2635 0.7125 

11-25 -.36074
*
 0.03094 0 -0.4458 -0.2757 

51-100 .13593
*
 0.0146 0 0.0959 0.1759 

ABOVE 100 -.65574
*
 0.02156 0 -0.7162 -0.5953 

51-100 

LESS THAN 10 .35211
*
 0.08 0 0.1264 0.5778 

11-25 -.49667
*
 0.0322 0 -0.5851 -0.4082 

26-50 -.13593
*
 0.0146 0 -0.1759 -0.0959 

ABOVE 100 -.79167
*
 0.02334 0 -0.8567 -0.7267 

ABOVE 100 

LESS THAN 10 1.14377
*
 0.08156 0 0.9142 1.3733 

11-25 .29500
*
 0.0359 0 0.1963 0.3937 

26-50 .65574
*
 0.02156 0 0.5953 0.7162 

51-100 .79167
*
 0.02334 0 0.7267 0.8567 

 

As we can see in above mentioned table, Impact of Investment flow on the SIP Input Value 

Group of Less than 10 Lacs is significantly differs from the SIP Input Value Group of 11-25 

Lacs, 26-50 Lacs, 51-100 Lacs and above 100 lacs. When we checked combined impact of all 

factors on SIP Input Value group of 11-25 Lacs, it is significantly different from the same on 

SIP Input Value group of Less than 10 lacs, 26-50 Lacs, 51-100 Lacs and above 100 lacs. 

While we checked the combined impact of all factors on SIP Input Value Group of 26-50 

lacs, it differs significantly form the same on SIP Input Value group of Less than 10 Lacs, 11-

25 lacs, 51-100 Lacs and above 100 Lacs. Simultaneously when we checked combined 

impact of all factors on SIP Input Value group of 51-100 lacs, it is also significantly different 

from SIP Input Value Group of less than 10 Lacs, 11-25 lacs, 26-50 lacs and above 100 lacs. 

Lastly when we checked combined impact of all factors on SIP Input Value group of more 

than 100 Lacs, we found that it is significantly different from the same on SIP Input Value 

Group of less than 10 Lacs, 11-25 Lacs, 26-50 lacs and 51-100 lacs.  
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Table – 5.48 - Post Hoc Test (Multiple Comparisons) for SIP Input and ORD 

(I) SIP INPUT 

VALUE BY 

CLIENT 

(In Lacs) 

(J) SIP INPUT 

VALUE BY 

CLIENT 

(In Lacs) 

Mean 

Difference 

(I-J) 

Std. Error Sig. 

95% Confidence 

Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 

10 

11-25 -.77599
*
 0.1176 0 -1.101 -0.451 

26-50 -.92397
*
 0.0904 0 -1.178 -0.67 

51-100 -.38349
*
 0.088 0 -0.631 -0.136 

ABOVE 100 -1.34849
*
 0.0935 0 -1.61 -1.087 

11-25 

LESS THAN 10 .77599
*
 0.1176 0 0.4513 1.1007 

26-50 -0.148 0.0842 0.4 -0.379 0.0833 

51-100 .39250
*
 0.0815 0 0.1683 0.6167 

ABOVE 100 -.57250
*
 0.0874 0 -0.813 -0.332 

26-50 

LESS THAN 10 .92397
*
 0.0904 0 0.67 1.178 

11-25 0.14798 0.0842 0.4 -0.083 0.3793 

51-100 .54048
*
 0.0314 0 0.4546 0.6264 

ABOVE 100 -.42452
*
 0.0446 0 -0.548 -0.301 

51-100 

LESS THAN 10 .38349
*
 0.088 0 0.1356 0.6314 

11-25 -.39250
*
 0.0815 0 -0.617 -0.168 

26-50 -.54048
*
 0.0314 0 -0.626 -0.455 

ABOVE 100 -.96500
*
 0.0393 0 -1.075 -0.855 

ABOVE 100 
LESS THAN 10 1.34849

*
 0.0935 0 1.0867 1.6103 

11-25 .57250
*
 0.0874 0 0.3322 0.8128 
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26-50 .42452
*
 0.0446 0 0.301 0.548 

51-100 .96500
*
 0.0393 0 0.8549 1.0751 

 

As we can see in above mentioned table, Impact of Return of Distributor on the SIP Input 

Value Group of Less than 10 Lacs is significantly differs from the SIP Input Value Group of 

11-25 Lacs, 26-50 Lacs, 51-100 Lacs and above 100 lacs. When we checked combined 

impact of all factors on SIP Input Value group of 11-25 Lacs, it is significantly different from 

the same on SIP Input Value group of Less than 10 lacs, 51-100 Lacs and above 100 lacs. 

While we checked the combined impact of all factors on SIP Input Value Group of 26-50 

lacs, it differs significantly form the same on SIP Input Value group of Less than 10 Lacs, 51-

100 Lacs and above 100 Lacs. Simultaneously when we checked combined impact of all 

factors on SIP Input Value group of 51-100 lacs, it is also significantly different from SIP 

Input Value Group of less than 10 Lacs, 11-25 lacs, 26-50 lacs and above 100 lacs. Lastly 

when we checked combined impact of all factors on SIP Input Value group of more than 100 

Lacs, we found that it is significantly different from the same on SIP Input Value Group of 

less than 10 Lacs, 11-25 Lacs, 26-50 lacs and 51-100 lacs.  

 

Table – 5.49 - Post Hoc Test (Multiple Comparisons) for SIP Input and ODE 

(I) SIP INPUT 

VALUE BY 

CLIENT 

(In Lacs) 

(J) SIP INPUT 

VALUE BY 

CLIENT 

(In Lacs) 

Mean 

Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence 

Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 10 

11-25 -.88271
*
 0.049 0 -1.0174 -0.748 

26-50 -1.12741
*
 0.0292 0 -1.2089 -1.0459 

51-100 -1.19396
*
 0.0332 0 -1.286 -1.1019 

ABOVE 100 -.68396
*
 0.0437 0 -0.8056 -0.5623 

11-25 

LESS THAN 10 .88271
*
 0.049 0 0.748 1.0174 

26-50 -.24470
*
 0.0434 0 -0.3639 -0.1255 

51-100 -.31125
*
 0.0462 0 -0.438 -0.1845 

ABOVE 100 .19875
*
 0.0542 0 0.0494 0.3481 

26-50 
LESS THAN 10 1.12741

*
 0.0292 0 1.0459 1.2089 

11-25 .24470
*
 0.0434 0 0.1255 0.3639 
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51-100 -.06655
*
 0.0241 0.05 -0.1327 -0.0004 

ABOVE 100 .44345
*
 0.0373 0 0.3388 0.5481 

51-100 

LESS THAN 10 1.19396
*
 0.0332 0 1.1019 1.286 

11-25 .31125
*
 0.0462 0 0.1845 0.438 

26-50 .06655
*
 0.0241 0.05 0.0004 0.1327 

ABOVE 100 .51000
*
 0.0405 0 0.3971 0.6229 

ABOVE 100 

LESS THAN 10 .68396
*
 0.0437 0 0.5623 0.8056 

11-25 -.19875
*
 0.0542 0 -0.3481 -0.0494 

26-50 -.44345
*
 0.0373 0 -0.5481 -0.3388 

51-100 -.51000
*
 0.0405 0 -0.6229 -0.3971 

 

As we can see in above mentioned table, Impact of Distributor Expenses on the SIP Input 

Value Group of Less than 10 Lacs is significantly differs from the SIP Input Value Group of 

11-25 Lacs, 26-50 Lacs, 51-100 Lacs and above 100 lacs. When we checked combined 

impact of all factors on SIP Input Value group of 11-25 Lacs, it is significantly different from 

the same on SIP Input Value group of Less than 10 lacs, 26-50 Lacs, 51-100 Lacs and above 

100 lacs. While we checked the combined impact of all factors on SIP Input Value Group of 

26-50 lacs, it differs significantly form the same on SIP Input Value group of Less than 10 

Lacs, 11-25 lacs, 51-100 Lacs and above 100 Lacs. Simultaneously when we checked 

combined impact of all factors on SIP Input Value group of 51-100 lacs, it is also 

significantly different from SIP Input Value Group of less than 10 Lacs, 11-25 lacs, 26-50 

lacs and above 100 lacs. Lastly when we checked combined impact of all factors on SIP Input 

Value group of more than 100 Lacs, we found that it is significantly different from the same 

on SIP Input Value Group of less than 10 Lacs, 11-25 Lacs, 26-50 lacs and 51-100 lacs.  

 

Table – 5.50 - Post Hoc Test (Multiple Comparisons) for SIP Input and OAD 

(I) SIP INPUT 

VALUE BY 

CLIENT 

(In Lacs) 

(J) SIP INPUT 

VALUE BY 

CLIENT 

(In Lacs) 

Mean 

Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence 

Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 10 
11-25 -.78764

*
 0.1188 0 -1.1157 -0.4595 

26-50 -.93316
*
 0.0918 0 -1.191 -0.6753 
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51-100 -.39139
*
 0.0894 0 -0.6434 -0.1394 

ABOVE 100 -1.36264
*
 0.0947 0 -1.6279 -1.0973 

11-25 

LESS THAN 10 .78764
*
 0.1188 0 0.4595 1.1157 

26-50 -0.14552 0.0846 0.42 -0.378 0.0869 

51-100 .39625
*
 0.082 0 0.1708 0.6217 

ABOVE 100 -.57500
*
 0.0877 0 -0.8161 -0.3339 

26-50 

LESS THAN 10 .93316
*
 0.0918 0 0.6753 1.191 

11-25 0.14552 0.0846 0.42 -0.0869 0.378 

51-100 .54177
*
 0.0321 0 0.454 0.6296 

ABOVE 100 -.42948
*
 0.0448 0 -0.5536 -0.3054 

51-100 

LESS THAN 10 .39139
*
 0.0894 0 0.1394 0.6434 

11-25 -.39625
*
 0.082 0 -0.6217 -0.1708 

26-50 -.54177
*
 0.0321 0 -0.6296 -0.454 

ABOVE 100 -.97125
*
 0.0396 0 -1.0821 -0.8604 

ABOVE 100 

LESS THAN 10 1.36264
*
 0.0947 0 1.0973 1.6279 

11-25 .57500
*
 0.0877 0 0.3339 0.8161 

26-50 .42948
*
 0.0448 0 0.3054 0.5536 

51-100 .97125
*
 0.0396 0 0.8604 1.0821 

 

As we can see in above mentioned table, Impact of Advisory on the SIP Input Value Group 

of Less than 10 Lacs is significantly differs from the SIP Input Value Group of 11-25 Lacs, 

26-50 Lacs, 51-100 Lacs and above 100 lacs. When we checked combined impact of all 

factors on SIP Input Value group of 11-25 Lacs, it is significantly different from the same on 

SIP Input Value group of Less than 10 lacs, 51-100 Lacs and above 100 lacs. While we 

checked the combined impact of all factors on SIP Input Value Group of 26-50 lacs, it differs 

significantly form the same on SIP Input Value group of Less than 10 Lacs, 51-100 Lacs and 

above 100 Lacs. Simultaneously when we checked combined impact of all factors on SIP 

Input Value group of 51-100 lacs, it is also significantly different from SIP Input Value 

Group of less than 10 Lacs, 11-25 lacs, 26-50 lacs and above 100 lacs. Lastly when we 

checked combined impact of all factors on SIP Input Value group of more than 100 Lacs, we 

found that it is significantly different from the same on SIP Input Value Group of less than 10 

Lacs, 11-25 Lacs, 26-50 lacs and 51-100 lacs.  
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Table – 5.51 - Post Hoc Test (Multiple Comparisons) for SIP Input and OCD 

(I) SIP INPUT 

VALUE BY 

CLIENT 

(In Lacs) 

(J) SIP INPUT 

VALUE BY 

CLIENT 

(In Lacs) 

Mean 

Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence 

Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 10 

11-25 -.94802
*
 0.0795 0 -1.1673 -0.7287 

26-50 -.86329
*
 0.0584 0 -1.0278 -0.6987 

51-100 -.86029
*
 0.0583 0 -1.0247 -0.6959 

ABOVE 100 -1.08666
*
 0.0577 0 -1.2497 -0.9236 

11-25 

LESS THAN 10 .94802
*
 0.0795 0 0.7287 1.1673 

26-50 0.08473 0.0557 0.55 -0.0685 0.238 

51-100 0.08773 0.0557 0.51 -0.0654 0.2409 

ABOVE 100 -0.13864 0.055 0.09 -0.2901 0.0129 

26-50 

LESS THAN 10 .86329
*
 0.0584 0 0.6987 1.0278 

11-25 -0.08473 0.0557 0.55 -0.238 0.0685 

51-100 0.00299 0.0137 1 -0.0343 0.0403 

ABOVE 100 -.22337
*
 0.0109 0 -0.2532 -0.1936 

51-100 

LESS THAN 10 .86029
*
 0.0583 0 0.6959 1.0247 

11-25 -0.08773 0.0557 0.51 -0.2409 0.0654 

26-50 -0.00299 0.0137 1 -0.0403 0.0343 

ABOVE 100 -.22636
*
 0.0106 0 -0.2556 -0.1971 

ABOVE 100 

LESS THAN 10 1.08666
*
 0.0577 0 0.9236 1.2497 

11-25 0.13864 0.055 0.09 -0.0129 0.2901 

26-50 .22337
*
 0.0109 0 0.1936 0.2532 

51-100 .22636
*
 0.0106 0 0.1971 0.2556 

 

As we can see in above mentioned table, Impact of Overall Effect on Distributor on the SIP 

Input Value Group of Less than 10 Lacs is significantly differs from the SIP Input Value 

Group of 11-25 Lacs, 26-50 Lacs, 51-100 Lacs and above 100 lacs. When we checked 

combined impact of all factors on SIP Input Value group of 11-25 Lacs, it is significantly 

different from the same on SIP Input Value group of Less than 10 lacs. While we checked the 

combined impact of all factors on SIP Input Value Group of 26-50 lacs, it differs significantly 

form the same on SIP Input Value group of Less than 10 Lacs and above 100 Lacs. 
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Simultaneously when we checked combined impact of all factors on SIP Input Value group 

of 51-100 lacs, it is also significantly different from SIP Input Value Group of less than 10 

Lacs and above 100 lacs. Lastly when we checked combined impact of all factors on SIP 

Input Value group of more than 100 Lacs, we found that it is significantly different from the 

same on SIP Input Value Group of less than 10 Lacs, 26-50 lacs and 51-100 lacs.  

 

Table – 5.52 - Post Hoc Test (Multiple Comparisons) for SIP Input and CNI 

(I) SIP INPUT 

VALUE BY 

CLIENT 

(In Lacs) 

(J) SIP INPUT 

VALUE BY 

CLIENT 

(In Lacs) 

Mean 

Difference 

(I-J) 

Std. 

Error 
Sig. 

95% Confidence 

Interval 

Lower 

Bound 

Upper 

Bound 

LESS THAN 10 

11-25 0.14427 0.1089 0.68 -0.1598 0.4483 

26-50 .43480
*
 0.1019 0 0.1484 0.7212 

51-100 .55052
*
 0.1012 0 0.266 0.835 

ABOVE 100 -0.05698 0.1075 0.98 -0.3577 0.2437 

11-25 

LESS THAN 10 -0.14427 0.1089 0.68 -0.4483 0.1598 

26-50 .29054
*
 0.0565 0 0.1355 0.4455 

51-100 .40625
*
 0.0551 0 0.2549 0.5576 

ABOVE 100 -.20125
*
 0.0661 0.02 -0.3834 -0.0191 

26-50 

LESS THAN 10 -.43480
*
 0.1019 0 -0.7212 -0.1484 

11-25 -.29054
*
 0.0565 0 -0.4455 -0.1355 

51-100 .11571
*
 0.0396 0.03 0.0075 0.224 

ABOVE 100 -.49179
*
 0.0538 0 -0.6412 -0.3424 

51-100 

LESS THAN 10 -.55052
*
 0.1012 0 -0.835 -0.266 

11-25 -.40625
*
 0.0551 0 -0.5576 -0.2549 

26-50 -.11571
*
 0.0396 0.03 -0.224 -0.0075 

ABOVE 100 -.60750
*
 0.0523 0 -0.7532 -0.4618 

ABOVE 100 

LESS THAN 10 0.05698 0.1075 0.98 -0.2437 0.3577 

11-25 .20125
*
 0.0661 0.02 0.0191 0.3834 

26-50 .49179
*
 0.0538 0 0.3424 0.6412 

51-100 .60750
*
 0.0523 0 0.4618 0.7532 
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As we can see in above mentioned table, Impact of Number of Investors on the SIP Input 

Value Group of Less than 10 Lacs is significantly differs from the SIP Input Value Group of 

26-50 Lacs and 51-100 Lacs. When we checked combined impact of all factors on SIP Input 

Value group of 11-25 Lacs, it is significantly different from the same on SIP Input Value 

group of 26-50 Lacs, 51-100 Lacs and above 100 lacs. While we checked the combined 

impact of all factors on SIP Input Value Group of 26-50 lacs, it differs significantly form the 

same on SIP Input Value group of Less than 10 Lacs, 11-25 lacs, 51-100 Lacs and above 100 

Lacs. Simultaneously when we checked combined impact of all factors on SIP Input Value 

group of 51-100 lacs, it is also significantly different from SIP Input Value Group of less than 

10 Lacs, 11-25 lacs, 26-50 lacs and above 100 lacs. Lastly when we checked combined 

impact of all factors on SIP Input Value group of more than 100 Lacs, we found that it is 

significantly different from the same on SIP Input Value Group of 11-25 Lacs, 26-50 lacs and 

51-100 lacs.  

 

5.5 Correlation 

 

Correlation is a statistical relationship between two variables which shows the dependence of 

dependent variable on the independent variables. Pearson‘s correlation coefficient is used as 

correlation coefficient to indicate linear relationship between two variables. 

 

In our study also we have applied Pearson‘s correlation to check the relationship among the 

factor affecting the overall effect on distributor of Indian Mutual Fund Industry. Summated 

score of all the constructs for a factor is used as the value of the factor for checking 

correlation.  The results are presented in the Table ―Correlations”. The result shows that 

there is considerably positive correlation between Overall Effect on Distributor and all 

independent variables.  

 

Table – 5.53 -Correlations 

  OIF ORD ODE OAD OCD CNI 

OIF 

Pearson Correlation 1 .621
**

 .207
**

 .620
**

 .717
**

 .398
**

 

Sig. (2-tailed)   0 0 0 0 0 

N 1007 1007 1007 1007 1007 1007 

ORD Pearson Correlation .621
**

 1 .375
**

 .999
**

 .810
**

 .365
**
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Sig. (2-tailed) 0   0 0 0 0 

N 1007 1007 1007 1007 1007 1007 

ODE 

Pearson Correlation .207
**

 .375
**

 1 .373
**

 .578
**

 0.041 

Sig. (2-tailed) 0 0   0 0 0.199 

N 1007 1007 1007 1007 1007 1007 

OAD 

Pearson Correlation .620
**

 .999
**

 .373
**

 1 .808
**

 .365
**

 

Sig. (2-tailed) 0 0 0   0 0 

N 1007 1007 1007 1007 1007 1007 

OCD 

Pearson Correlation .717
**

 .810
**

 .578
**

 .808
**

 1 .357
**

 

Sig. (2-tailed) 0 0 0 0   0 

N 1007 1007 1007 1007 1007 1007 

CNI 

Pearson Correlation .398
**

 .365
**

 0.041 .365
**

 .357
**

 1 

Sig. (2-tailed) 0 0 0.199 0 0   

N 1007 1007 1007 1007 1007 1007 

 

OIF: 

H0: There is no significant relationship between overall Investment Flow and overall 

effect on distributors of Indian Mutual Fund Industry. 

H1: There is significant relationship between overall Investment Flow and overall 

effect on distributors of Indian Mutual Fund Industry. 

Correlation coefficient is 0.717 and sig. value is 0.000 (less than 0.05) hence null hypothesis 

is rejected. 

 

ORD: 

H0: There is no significant relationship between overall Return of Distributor and 

overall effect on distributors of Indian Mutual Fund Industry. 

H1: There is significant relationship between overall Return of Distributor and 

overall effect on distributors of Indian Mutual Fund Industry. 

Correlation coefficient is 0.810 and sig. value is 0.000 (less than 0.05) hence null hypothesis 

is rejected. 
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ODE: 

H0: There is no significant relationship between overall Distributor Expenses and 

overall effect on distributors of Indian Mutual Fund Industry. 

H1: There is significant relationship between overall Distributor Expenses and 

overall effect on distributors of Indian Mutual Fund Industry. 

Correlation coefficient is 0.578 and sig. value is 0.000 (less than 0.05) hence null hypothesis 

is rejected. 

 

OAD: 

H0: There is no significant relationship between overall Advisory and overall effect 

on distributors of Indian Mutual Fund Industry. 

H1: There is significant relationship between overall Advisory and overall effect on 

distributors of Indian Mutual Fund Industry. 

Correlation coefficient is 0.808 and sig. value is 0.000 (less than 0.05) hence null hypothesis 

is rejected. 

 

CNI: 

H0: There is no significant relationship between overall Number of Investors and 

overall effect on distributors of Indian Mutual Fund Industry. 

H1: There is significant relationship between overall Number of Investors and 

overall effect on distributors of Indian Mutual Fund Industry. 

Correlation coefficient is 0.357 and sig. value is 0.000 (less than 0.05) hence null hypothesis 

is rejected. 

 

Correlation coefficient value is positive for all independent variables leading to rejection of 

null hypothesis. According to the coefficient values Number of Investors has the least effect 

on the overall Effect on Distributors comparing to the other variables whereas Return of 

Distributor has the highest effect on the overall effect on distributor. 

 

5.6 Multiple Regression Analysis 

 

Regression analysis gives the understanding and estimation of the relationships among 

variables. It helps in understanding how the distinctive value of dependent variable changes 
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with the change in one of the independent variables when other independent variables are 

unchanged.  Now when we have established the linear relationship among the dependent 

variable and independent variables, we wish to estimate the degree of change in the value of 

dependent variable due to change in independent variable. Further, we also need to know the 

most influencing factor out of all five independent variables.  As we are developing a new 

model which is being used for the first time, we need to confirm the fitness of the model and 

relative contribution of each of the predictors to the total variance explained.  

 

H0:  The multiple regression model developed in this study is not significant. 

H1: The multiple regression model developed in this study is significant. 

 

In order to evaluate the model fitness and finding out the most influencing factor we have 

used stepwise multiple regression analysis. Four models based on the degree of its influence 

on the dependent variable are derived by the analysis.  

 

Table – 5.54 - Model Summary
e
 

Model R 
R 

Square 

Adjusted 

R 

Square 

Std. 

Error of 

the 

Estimate 

Change Statistics   

R 

Square 

Change 

F 

Change 
df1 df2 

Sig. F 

Change 
  

1 .810
a
 0.655 0.655 0.26198 0.655 1905.79 1 1002 0   

2 .862
b
 0.743 0.743 0.22619 0.088 343.157 1 1001 0   

3 .908
c
 0.825 0.825 0.18669 0.082 469.289 1 1000 0   

4 .909
d
 0.826 0.826 0.18623 0.001 5.994 1 999 0.015 1.8 

a. Predictors: (Constant), ORD 

b. Predictors: (Constant), ORD, ODE 

c. Predictors: (Constant), ORD, ODE, OIF 

d. Predictors: (Constant), ORD, ODE, OIF, CNI 

e. Dependent Variable: OCD 

 

Model-1 

The first model indicates that Return of Distributor has the highest influence on distribution 

channel. The value of correlation coefficient is 0.810 which shows very strong correlation 
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between dependent and independent variables. Coefficient of determination shows the value 

of 0.655 which means approximately 65.5% of changes in impact on distribution channel is 

due to the factor return of distributors. As the sample size is acceptable (1004), we are 

considering the values of R
2
 instead of adjusted R

2
. The significant value of 0.000 (< 0.05) 

mandates us to reject the null hypothesis and accept the alternate hypothesis. This validates 

the significance of the first multiple regression model. 

Y= a + βX + € 

[Y= Overall Effect on Distributor (Dependent variable), a = intercept/constant, β= the 

regressions coefficient of y on x, impact on dependent variable because of independent 

variable, X = independent variable (Return of Distributor), € = the error term] 

 

Model-2 

The Second model indicates that ―Return of Distributors‖ and ―Distributor Expenses‖ are the 

most influencing factors for impact on distribution channel. The value of correlation 

coefficient is 0.862 which shows very strong correlation between dependent and independent 

variables. Coefficient of determination shows the value of 0.743 which means approximately 

74.3% of changes in impact on distribution channel is due to the factor return of distributors 

and distributor expenses. As the sample size is acceptable (1004), we are considering the 

values of R
2
 instead of adjusted R

2
. The significant value of 0.000 (< 0.05) mandates us to 

reject the null hypothesis and accept the alternate hypothesis. This validates the significance 

of the first multiple regression model. 

Y= a + β1X1 + β2X2 + € 

[Y= Overall Effect on Distributor (Dependent variable), a = intercept/constant, β= the 

regressions coefficient of y on x, impact on dependent variable because of independent 

variable, X1=first independent variable (Return of Distributors), X2=second independent 

variable (Distributor Expenses), € = the error term] 

 

Model-3 

The Third model has been created with three most impelling factors ―Return of Distributors‖, 

―Distributor Expenses‖ and ―Investment Flow‖ which makes combined impact on 

distribution channel. The value of correlation coefficient is 0.908 which shows very strong 

correlation between dependent and independent variables. Coefficient of determination shows 

the value of 0.825 which means approximately 82.5% of changes in impact on distribution 
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channel is due to the factor return of distributors, distributor expenses and investment flow. 

As the sample size is acceptable (1004), we are considering the values of R
2
 instead of 

adjusted R
2
. The significant value of 0.000 (< 0.05) mandates us to reject the null hypothesis 

and accept the alternate hypothesis. This validates the significance of the first multiple 

regression model. 

Y= a + β1X1 + β2X2 + β3X3 + € 

[Y= Overall Effect on Distributors (Dependent variable), a = intercept/constant, β= the 

regressions coefficient of y on x, impact on dependent variable because of independent 

variable, X1=first independent variable (Return of Distributor), X2=second independent 

variable (Distributor Expenses), X3+ third independent variable (Investment Flow), € = the 

error term] 

Model-4 

Fourth model has been created with four high impelling factors ―Return of Distributors‖, 

―Distributor Expenses‖, ―Investment Flow‖ and ―Number of Investors‖ which makes 

combined impact on distribution channel. The value of correlation coefficient is 0.909 which 

shows very strong correlation between dependent and independent variables. Coefficient of 

determination shows the value of 0.826 which means approximately 82.6% of changes in 

impact on distribution channel is due to the factor return of distributors, distributor expenses, 

investment flow and number of investors. As the sample size is acceptable (1004), we are 

considering the values of R
2
 instead of adjusted R

2
. The significant value of 0.000 (< 0.05) 

mandates us to reject the null hypothesis and accept the alternate hypothesis. This validates 

the significance of the first multiple regression model. 

Y= a + β1X1 + β2X2 + β3X3 + β4X4 + € 

[Y= Overall Effect on Distributors (Dependent variable), a = intercept/constant, β= the 

regressions coefficient of y on x, impact on dependent variable because of independent 

variable, X1=first independent variable (Return of Distributors), X2=second independent 

variable (Distributor Expenses), X3=third independent variable (Investment Flow), X4=fourth 

independent variable (Number of Investors), € = the error term] 

As discussed, above all the four regression models are significant and now we are going to 

check whether impact of independent variables on dependent variable is significant or not. 

Post development of four different models and categorically affecting factors to confirm the 

significance of the impact we have to carried out ANOVA tests.     
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Table – 5.55 - ANOVA
a
 

Model 
Sum of 

Squares 
df Mean Square F Sig. 

1 

Regression 130.796 1 130.796 1905.787 .000
b
 

Residual 68.768 1002 0.069     

Total 199.564 1003       

2 

Regression 148.352 2 74.176 1449.86 .000
c
 

Residual 51.212 1001 0.051     

Total 199.564 1003       

3 

Regression 164.709 3 54.903 1575.187 .000
d
 

Residual 34.855 1000 0.035     

Total 199.564 1003       

4 

Regression 164.917 4 41.229 1188.788 .000
e
 

Residual 34.647 999 0.035     

Total 199.564 1003       

a. Dependent Variable: OCD 

b. Predictors: (Constant), ORD 

c. Predictors: (Constant), ORD, ODE 

d. Predictors: (Constant), ORD, ODE, OIF 

e. Predictors: (Constant), ORD, ODE, OIF, CNI 

 

Model-1 

As per first model, most influencing factor is return of distributors. So, we will check whether 

the impact of return of distributor on distribution channel is significant or not. 

H0:  Changes in return of distributor have no significant impact on overall 

distribution channel 

H1:  Changes in return of distributor have significant impact on overall distribution 

channel 

Considering the values from ANOVA table, we find the mean squares of 130.796 and F ratio 

is 1905.787 with significant value 0.000 (< 0.05), which means that we have to reject the null 

hypothesis and accept the alternate hypothesis. It means that changes in return of distributor 

have significant impact on the overall distribution channel. 
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Model-2 

As per first model, most influencing factor is ―Return of Distributors‖ and ―Distributor 

Expenses‖. So, we will check whether the impact of ―Return of Distributors‖ and ―Distributor 

Expenses‖ on distribution channel is significant or not. 

H0:  Changes in “Return of Distributors” and “Distributor Expenses” have no 

significant impact on overall distribution channel 

H1:  Changes in “Return of Distributors” and “Distributor Expenses” have 

significant impact on overall distribution channel 

Considering the values from ANOVA table, we find the mean squares of 74.176 and F ratio 

is 1449.86 with significant value 0.000 (< 0.05), which means that we have to reject the null 

hypothesis and accept the alternate hypothesis. It means that changes in return of distributor 

and distributor expenses have significant impact on the overall distribution channel. 

 

Model-3 

As per first model, most influencing factors are ―Return of Distributors‖, ―Distributor 

Expenses‖ and ―Investment Flow‖. So, we will check whether the impact of return of 

distributor on distribution channel is significant or not. 

H0:  Changes in “Return of Distributors”, “Distributor Expenses” and “Investment 

Flow” have no significant impact on overall distribution channel 

H1:  Changes in “Return of Distributors”, “Distributor Expenses” and “Investment 

Flow” have significant impact on overall distribution channel 

Considering the values from ANOVA table, we find the mean squares of 54.903 and F ratio 

is 1575.187 with significant value 0.000 (< 0.05), which means that we have to reject the null 

hypothesis and accept the alternate hypothesis. It means that changes in ―Return of 

Distributors‖, ―Distributor Expenses‖ and ―Investment Flow‖ have significant impact on the 

overall distribution channel. 

 

Model-4 

As per first model, most influencing factor is ―Return of Distributors‖, ―Distributor 

Expenses‖, ―Investment Flow‖ and ―Number of Investors‖. So, we will check whether the 

impact of return of distributor on distribution channel is significant or not. 
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H0:  Changes in “Return of Distributors”, “Distributor Expenses”, “Investment 

Flow” and “Number of Investors” have no significant impact on overall distribution 

channel 

H1:  Changes in “Return of Distributors”, “Distributor Expenses”, “Investment 

Flow” and “Number of Investors” have significant impact on overall distribution 

channel 

Considering the values from ANOVA table, we find the mean squares of 41.229 and F ratio 

is 1188.788 with significant value 0.000 (< 0.05), which means that we have to reject the null 

hypothesis and accept the alternate hypothesis. It means that changes in ―Return of 

Distributors‖, ―Distributor Expenses‖, ―Investment Flow‖ and ―Number of Investors‖. have 

significant impact on the overall distribution channel. 

 

In the first two steps of the stepwise regression model, we have identified the models and 

significant of impact of independent variables on the dependent variable. Now in the last step 

of the multiple stepwise regression modelling along with validating the model we will be 

calculating the exact impact of independent variables on the dependent variables. As this 

study is of evaluating no entry load and distribution channel, we need to consider 

Unstandardized Coefficients to calculate the impact. T test were conducted to validate the 

model and check the significance. Part and partial correlations were also applied to the power 

of individual independent variables on dependent variables and finally to check whether any 

kind of the multi co-linearity exists in our model, two highly accepted and commonly used 

tools namely tolerance value and value influence factor were used. The results of the tests we 

have discussed are shown in below mentioned table ―Coefficients‖ 

 

Table – 5.56 - Coefficients
a
 

Model 

Unstandardiz

ed 

Coefficients 

Standardiz

ed 

Coefficien

ts 
t 

Sig

. 

95.0% 

Confidence 

Interval for B 

Correlations 
Collinearity 

Statistics 

B 
Std. 

Error 
Beta 

Low

er 

Boun

d 

Uppe

r 

Boun

d 

Zero

-

orde

r 

Parti

al 

Par

t 

Toleran

ce 

VI

F 

1 
(Consta

nt) 

2.27

8 
0.047   

48.6

3 
0 2.186 2.37           
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ORD 
0.48

5 
0.011 0.81 

43.6

6 
0 0.463 0.506 0.81 0.81 

0.8

1 
1 1 

2 

(Consta

nt) 
1.22 0.07   

17.4

4 
0 1.083 1.357           

ORD 
0.41

3 
0.01 0.689 

39.8

9 
0 0.392 0.433 0.81 

0.78

3 

0.6

4 
0.859 

1.1

7 

ODE 
0.31

4 
0.017 0.32 

18.5

2 
0 0.28 0.347 

0.57

9 

0.50

5 
0.3 0.859 

1.1

7 

3 

(Consta

nt) 

-

0.14 
0.085   

-

1.63

1 

0.1 
-

0.306 
0.028           

ORD 
0.27

5 
0.011 0.459 

25.8

1 
0 0.254 0.296 0.81 

0.63

2 

0.3

4 
0.552 

1.8

1 

ODE 
0.32

4 
0.014 0.33 

23.1

5 
0 0.296 0.351 

0.57

9 

0.59

1 

0.3

1 
0.858 

1.1

7 

OIF 
0.44

2 
0.02 0.365 

21.6

6 
0 0.402 0.482 

0.71

9 

0.56

5 

0.2

9 
0.615 

1.6

3 

4 

(Consta

nt) 

-

0.19 
0.087   

-

2.14

9 

0.0

3 

-

0.359 

-

0.016 
          

ORD 0.27 0.011 0.451 
24.9

4 
0 0.249 0.291 0.81 0.62 

0.3

3 
0.532 

1.8

8 

ODE 
0.32

7 
0.014 0.334 

23.3

4 
0 0.3 0.355 

0.57

9 

0.59

4 

0.3

1 
0.848 

1.1

8 

OIF 0.43 0.021 0.355 
20.5

1 
0 0.389 0.471 

0.71

9 

0.54

4 

0.2

7 
0.58 

1.7

2 

CNI 
0.02

5 
0.01 0.036 

2.44

8 

0.0

2 
0.005 0.045 

0.35

7 

0.07

7 

0.0

3 
0.806 

1.2

4 

 

Now we will evaluate all the four multiple regression models developed above using the 

values generated and shown in above mentioned table ―Co-Efficients‖ 

 

Model-1 

Y= a + βX + € 

[Y= Overall Effect on Distributor (Dependent variable), a = intercept/constant, β= the 

regressions coefficient of y on x, impact on dependent variable because of independent 

variable, X = independent variable (Return of Distributors), € = the error term] 
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As per the result for the Model - 1 Beta (β) for Return of Distributor is 0.810 which means 

change of one unit in return of distributor will have .810 unit changes on distribution channel. 

T value is 43.66 with Significant value sig. = .000 (< .05) which validates the model with 

significant impact. When we look at the values of Tolerance, it is 1.000 (< 1) and VIF is also 

1.000 (≥ 1 and ≤ 10), which means there is no problem of multi co-linearity in the model. 

Hence, the model can be framed as, 

 

Distribution Channel = 2.278 + 0.810 (Return of Distributors) + € 

 

Model-2 

 

Y= a + β1X1 + β2X2 + € 

[Y= Overall Effect on Distributor (Dependent variable), a = intercept/constant, β= the 

regressions coefficient of y on x, impact on dependent variable because of independent 

variable, X1=first independent variable (Return of Distributors), X2=second independent 

variable (Distributor Expenses), € = the error term] 

As per the result for the Model - 2 Beta (β) for return of distributor is 0.689 and for 

distributor expenses is 0.320 which means change of one unit in Return of Distributor will 

have .689 unit changes on distribution channel where distributor expenses is unchanged and 

change of one unit in distributor expenses will have 0.320 unit changes on distribution 

channel where return of distributor is unchanged. T values for Return of Distributors and 

Distributor Expenses are 39.89 and 18.52 respectively with Significant value sig. = .000 (< 

.05) for both which validates the model with significant impact. When we look at the values 

of Tolerance, it is .859 (< 1) for both the factors and VIF is also 1.17 (≥ 1 and ≤ 10) for both 

the factors, which means there is no problem of multi co-linearity in the model. Hence, the 

model can be framed as, 

Distribution Channel = 1.22 + 0.689 (Return of Distributor) + 0.32 (Distributor 

Expenses) + € 
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Model-3 

Y= a + β1X1 + β2X2 + β3X3 + € 

[Y= Overall Effect on Distributors (Dependent variable), a = intercept/constant, β= the 

regressions coefficient of y on x, impact on dependent variable because of independent 

variable, X1=first independent variable (Return of Distributor), X2=second independent 

variable (Distributor Expenses), X3+ third independent variable (Investment Flow), € = the 

error term] 

As per the result for the Model – 3 Beta (β) for Return of Distributor is 0.459, for Distributor 

Expenses it is 0.33 and for Investment Flow it is 0.365 which means change of one unit in 

Return of Distributor will have .459 unit changes on distribution channel where other two 

factors are unchanged, change of one unit in Distributor Expenses will have 0.33 unit changes 

on distribution channel where other two factors are unchanged and change of one unit in 

Investment Flow will have .365 unit changes on distribution channel where other two factors 

are unchanged. T values for Return of Distributors, Distribution Expenses and Investment 

Flows are 25.81, 23.15 and 21.66 respectively with Significant value sig. = .000 (< .05) for 

all which validates the model with significant impact. When we look at the values of 

Tolerance, it is 0.552, 0.858 and 0.615 for Return of Distributor, Distributor Expenses and 

Investment Flow (all the values are < 1) respectively and VIF is 1.81, 1.17 and 1.63 for 

Return of Distributor, Distributor Expenses and Investment Flow respectively (all the values 

are ≥ 1 and ≤ 10), which means there is no problem of multi co-linearity in the model. Hence, 

the model can be framed as, 

Distribution Channel = -0.14 + 0.459 (Return of Distributor) + 0.33 (Distributor 

Expenses) + 0.365 (Investment Flow) + € 

 

Model-4  

Y= a + β1X1 + β2X2 + β3X3 + β4X4 + € 

[Y= Overall Effect on Distributors (Dependent variable), a = intercept/constant, β= the 

regressions coefficient of y on x, impact on dependent variable because of independent 

variable, X1=first independent variable (Return of Distributors), X2=second independent 

variable (Distributor Expenses), X3=third independent variable (Investment Flow), X4=fourth 

independent variable (Number of Investors), € = the error term] 
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As per the result for the Model – 4 Beta (β) for Return of Distributors is 0.451, for Distributor 

Expenses it is 0.334, for Investment Flow it is 0.355 and for Number of Investors it is 0.036 

which means change of one unit in Return of Distributor will have 0.451 unit changes on 

distribution channel where other three factors are unchanged, change of one unit in 

Distributor Expenses will have 0.334 unit changes on distribution channel where other three 

factors are unchanged, change of one unit in Investment Flow will have 0.355 unit changes 

on distribution channel where other three factors are unchanged and change of one unit in 

number of investors will have 0.036 unit changes on distribution channel where other three 

factors are unchanged. T values for Return of Distributors, Distributor Expenses, Investment 

Flow and Number of Investors are 24.94, 23.34, 20.51 and 2.448 respectively and Significant 

value for Return of Distributors, Distributor Expenses, Investment Flow and Number of 

Investors 0.000, 0.000, 0.000 and 0.02 (< .05) respectively which validates the model with 

significant impact. When we look at the values of Tolerance, it is 0.532, 0.848, 0.58 and 

0.806 for Return of Distributors, Distributor Expenses, Investment Flow and Number of 

Investors (all the values are < 1) respectively and VIF is 1.88, 1.18, 1.72 and 1.24 for Return 

of Distributors, Distributor Expenses, Investment Flow and Number of Investors (all the 

values are ≥ 1 and ≤ 10), which means there is no problem of multi co-linearity in the model. 

Hence, the model can be framed as, 

Distribution Channel = -0.19 + 0.451 (Return of Distributor) + 0.334 (Distributor 

Expenses) + 0.355 (Investment Flow) + 0.036 (Number of Investors) + € 
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Figure 5.1 Histogram 

 

Figure 5.2 Plot of Regression Standardized Residual 
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From the above graphs, we can say that data is normally distributed and there is no multi co-

linearity exist in data collected. 

 

Figure 5.3 Scatter Plot 

 

 

As we can see in the above graph, all data is scattered. So, researcher here is not violating the 

test of homo-scattarity. 
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5.7 Discriminant Analysis 

 

Discriminant analysis is used to analyze the research data when the dependent variable is 

divided in number of groups and the independent variable is interval in nature. We have used 

discriminant analysis to determine the ability of the factors identified as Distribution channel 

influencers for Indian Mutual Fund Industry to predict overall effect on distributors and 

check the adequacy of classification of dependent variable in to correct group. 

 

Table – 5.57 - Analysis Case Processing Summary 

Unweighted Cases N Percent 

Valid 1004 100 

Excluded 

Missing or out-of-range group codes 0 0 

At least one missing discriminating variable 0 0 

Both missing or out-of-range group codes and at 

least one missing discriminating variable 
0 0 

Total 0 0 

Total 1004 100 

For the analysis we have considered all 1004 responses as there is are 3 responses where 

there is  missing values. 

 

To understand the basic level of effect of no entry load, we have applied descriptive statistics. 

Out of 1004 respondents, 913 shows there is positive impact in their professional carrier due 

to no entry load while 91 have shown negative impact. 

 

Table – 5.58 - Group Statistics 

No Entry load regime creates positive 

impacts in your professional carrier. 
Mean Std. Deviation 

Valid N (listwise) 
Valid N 

(listwise) 

Unweighted Weighted 

NO 

OIF 3.7912 0.45785 91 91 

ORD 2.772 0.77786 91 91 

ODE 3.6401 0.59885 91 91 

OAD 2.7637 0.78472 91 91 

OCD 3.4066 0.59201 91 91 
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CNI 3.6016 0.49579 91 91 

YES 

OIF 4.3189 0.32143 913 913 

ORD 4.2908 0.58459 913 913 

ODE 4.3949 0.37541 913 913 

OAD 4.2861 0.59205 913 913 

OCD 4.3782 0.31398 913 913 

CNI 4.2374 0.61914 913 913 

Total 

OIF 4.2711 0.36842 1004 1004 

ORD 4.1531 0.74522 1004 1004 

ODE 4.3264 0.45533 1004 1004 

OAD 4.1482 0.7518 1004 1004 

OCD 4.2901 0.44606 1004 1004 

CNI 4.1798 0.63558 1004 1004 

 

To understand the impact of six different factors affecting distribution of mutual fund 

researcher has framed 33 statements on scaled with 5 point scale of agreeability. We will now 

analyze the descriptive statistics for each factor 

 

Investment Flow: For investment flow, researcher has framed 6 statements scaled with 5 

points scale of agreeability. Mean for distributor having negative impact is 3.7912 which is 

near to AGREE whereas the mean of distributor having positive impact is 4.3189 which is 

near to AGREE. Standard deviation of for distributors negative impact is 0.4578 whereas the 

same for distributor having positive impact is 0.3214 which shows the significant impact of 

overall applicability on distribution channel of Indian Mutual Fund Industry as there is 

considerable difference between means and standard deviations of negative and positive 

impact on distribution of mutual fund. 

Return of Distributor: For return of distributor, researcher has framed 4 statements scaled 

with 5 points scale of agreeability. Mean for distributor having negative impact is 2.771 

which is near to NEUTRAL whereas the mean of distributor having positive impact is 4.2908 

which is near to AGREE. Standard deviation of for distributors negative impact is 0.7778 

whereas the same for distributor having positive impact is 0.5849 which shows the significant 

impact of overall applicability on distribution channel of Indian Mutual Fund Industry as 

there is considerable difference between means and standard deviations of negative and 

positive impact on distribution of mutual fund. 

Distributor Expenses: For Distributor Expenses, researcher has framed 4 statements scaled 

with 5 points scale of agreeability. Mean for distributor having negative impact is 3.6401 
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which is near to AGREE whereas the mean of distributor having positive impact is 4.3949 

which is near to AGREE. Standard deviation of for distributors negative impact is 0.59885 

whereas the same for distributor having positive impact is 0.3754 which shows the significant 

impact of overall applicability on distribution channel of Indian Mutual Fund Industry as 

there is considerable difference between means and standard deviations of negative and 

positive impact on distribution of mutual fund. 

Advisory: For Advisory, researcher has framed 4 statements scaled with 5 points scale of 

agreeability. Mean for distributor having negative impact is 2.7637 which is near to 

NEAUTRAL whereas the mean of distributor having positive impact is 4.2861 which is near 

to AGREE. Standard deviation of for distributors negative impact is 0.7847 whereas the same 

for distributor having positive impact is 0.5920 which shows the significant impact of overall 

applicability on distribution channel of Indian Mutual Fund Industry as there is considerable 

difference between means and standard deviations of negative and positive impact on 

distribution of mutual fund. 

Overall Effect on Distributor: For Overall Effect on Distributor, researcher has framed 11 

statements scaled with 5 points scale of agreeability. Mean for distributor having negative 

impact is 3.4066 which is near to AGREE whereas the mean of distributor having positive 

impact is 4.3782 which is near to AGREE. Standard deviation of for distributors negative 

impact is 0.5920 whereas the same for distributor having positive impact is 0.3140 which 

shows the significant impact of overall applicability on distribution channel of Indian Mutual 

Fund Industry as there is considerable difference between means and standard deviations of 

negative and positive impact on distribution of mutual fund. 

Number of Investors: For Number of Investors, researcher has framed 4 statements scaled 

with 5 points scale of agreeability. Mean for distributor having negative impact is 3.6016 

which is near to AGREE whereas the mean of distributor having positive impact is 4.2374 

which is near to AGREE. Standard deviation of for distributors negative impact is 0.4958 

whereas the same for distributor having positive impact is 0.6191 which shows the significant 

impact of overall applicability on distribution channel of Indian Mutual Fund Industry as 

there is considerable difference between means and standard deviations of negative and 

positive impact on distribution of mutual fund. 
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Tests of Equality of Group Means 

We will now test the hypothesis of difference in discriminant scores pertaining to all 

independent variables separately basis the results of tests of equality of group means. 

 

Table – 5.59 - Tests of Equality of Group Means 

  Wilks' Lambda F df1 df2 Sig. 

OIF 0.831 204.169 1 1002 0 

ORD 0.657 522.434 1 1002 0 

ODE 0.773 293.724 1 1002 0 

OAD 0.662 512.34 1 1002 0 

OCD 0.609 644.48 1 1002 0 

CNI 0.917 90.158 1 1002 0 

 

OIF: 

H0:  There is no significance difference between discriminant score with respect to 

Investment Flow. 

H1:  There is significance difference between discriminant score with respect to 

Investment Flow. 

Wilks‘ Lambda for Investment Flow is 0.831 is fairly high (> 0.5) with significant value Sig. 

= 0.00 (<0.05), it indicates we fail to accept the null hypothesis H0  therefore  H1 is being 

accepted which means there is significant difference between discriminant score with respect 

to Investment Flow.  

 

ORD: 

H0:  There is no significance difference between discriminant score with respect to 

Return of Distributor. 

H1:  There is significance difference between discriminant score with respect to 

Return of Distributor. 

Wilks‘ Lambda for Investment Flow is 0.657 is fairly high (> 0.5) with significant value Sig. 

= 0.00 (<0.05), it indicates we fail to accept the null hypothesis H0  therefore  H1 is being 

accepted which means there is significant difference between discriminant score with respect 

to Return of Distributor.  
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ODE: 

H0:  There is no significance difference between discriminant score with respect to 

Distributor Expenses. 

H1:  There is significance difference between discriminant score with respect to 

Distributor Expenses. 

Wilks‘ Lambda for Investment Flow is 0.773 is fairly high (> 0.5) with significant value Sig. 

= 0.00 (<0.05), it indicates we fail to accept the null hypothesis H0  therefore  H1 is being 

accepted which means there is significant difference between discriminant score with respect 

to Distributor Expenses.  

 

OAD: 

H0:  There is no significance difference between discriminant score with respect 

Advisory. 

H1:  There is significance difference between discriminant score with respect to 

Advisory. 

Wilks‘ Lambda for Investment Flow is 0.662 is fairly high (> 0.5) with significant value Sig. 

= 0.00 (<0.05), it indicates we fail to accept the null hypothesis H0  therefore  H1 is being 

accepted which means there is significant difference between discriminant score with respect 

to Advisory.  

 

OCD: 

H0:  There is no significance difference between discriminant score with respect to 

overall effect on distributor. 

H1:  There is significance difference between discriminant score with respect to 

overall defect on distributor. 

Wilks‘ Lambda for Investment Flow is 0.609 is fairly high (> 0.5) with significant value Sig. 

= 0.00 (<0.05), it indicates we fail to accept the null hypothesis H0  therefore  H1 is being 

accepted which means there is significant difference between discriminant score with respect 

to overall effect on distributor.  
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CNI: 

H0:  There is no significance difference between discriminant score with respect to 

Number of Investors. 

H1:  There is significance difference between discriminant score with respect to 

Number of Investors. 

Wilks‘ Lambda for Investment Flow is 0.917 is fairly high (> 0.5) with significant value Sig. 

= 0.00 (<0.05), it indicates we fail to accept the null hypothesis H0  therefore  H1 is being 

accepted which means there is significant difference between discriminant score with respect 

to number of investors.  

Thus, there is significant difference between discriminant score with respect to all Six 

parameters. 

 

Box's Test of Equality of Covariance Matrices 

Table 5.60 - Box's Test of Equality of Covariance Matrices 

Test Results   Log Determinants 

Box's M 520.603     

F 

Approx. 24.196 

  

No Entry load regime 

creates positive impacts in 

your professional carrier. 

Rank 
Log 

Determinant 

df1 21   NO 6 -15.633 

df2 88399.146   YES 6 -17.279 

Sig. 0   Pooled within-groups 6 -16.612 

Tests null hypothesis of equal 

population covariance matrices 

  The ranks and natural logarithms of determinants 

printed are those of the group covariance matrices   

 

The prior condition of discriminant analysis is that all the independent variables are fairly 

independent to one another. Therefore, researcher has applied Box‘s M plot test to understand 

the dependency of all independent variables.  

 

H0: There is no significant co-variances amongst all independent variables (Investment 

Flow, Return of Distributor, Distributor Expenses, Advisory, Overall Effect on Distributor, 
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Number of Investors) that is affecting to discriminant score regarding positive and negative 

impact on distribution channel of mutual fund. 

H1: There is significant co-variances amongst all independent variables (Investment Flow, 

Return of Distributor, Distributor Expenses, Advisory, Overall Effect on Distributor, Number 

of Investors) that is affecting to discriminant score regarding positive and negative impact on 

distribution channel of mutual fund. 

As per the results shown  in the table, log determinant for negative impact of no entry load 

regime is -15.633 and positive impact is -17.279 which are apparently similar hence though 

significance value as per Box‘s M test sig. = 0.000 which is < 0.05 hence we need to reject 

H0  and the same is being accepted which means there is no significant relationship amongst 

all independent variables Investment Flow, Return of Distributor, Distributor Expenses, 

Advisory, Overall Effect on Distributor, Number of Investors. 

 

Summary of Canonical Discriminant Functions: 

We have grouped our data in two groups namely positive and negative impact on mutual fund 

distribution. Multiple correlations between the predictors and discriminant function is 

displayed by the canonical correlation. The value of 0.67 suggests the model explains 55.10% 

of variation in the grouping variables. Eigen value is the ratio between explained variances 

and unexplained variances. Eigenvalue is near 1 is acceptable. 

Table – 5.61 - Eigenvalues 

Function Eigenvalue % of Variance Cumulative % 
Canonical 

Correlation 

1 .813
a
 100 100 0.67 

          

a. First 1 canonical discriminant functions were used in the analysis. 

 

Table – 5.62 - Wilks' Lambda 

Test of 

Function(s) 
Wilks' Lambda Chi-square df Sig. 

1 0.551 594.59 6 0 
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H0 : There is no significant impact of all independent variables(Investment Flow, Return of 

Distributor, Distributor Expenses, Advisory, Overall Effect on Distributor, Number of 

Investors) on discriminant score regarding positive and negative impact on distribution of 

mutual fund industry post no entry load regime. 

H1: There is significant impact of all independent variables (Investment Flow, Return of 

Distributor, Distributor Expenses, Advisory, Overall Effect on Distributor, Number of 

Investors) on discriminant score regarding positive and negative impact on distribution of 

mutual fund industry post no entry load regime. 

Wilks‘ Lambda of 0.551 with significant value sig. = 0.000 confirms the ability of the 

discriminant function in grouping the variables correctly. 

 

Wilk‘s lambda is the ratio of explained variance and total variances. Here it is 0.551 which is 

highly desirable.  

 

Table - 5.63 - Standardized Canonical Discriminant Function 

Coefficients 

  
Function 

1 

OIF -0.059 

ORD 2.35 

ODE 0.392 

OAD -1.912 

OCD 0.413 

CNI 0.187 

 

As per standardized canonical discriminant function coefficients the Advisory has the highest 

impact on the distribution channel of mutual fund with respect to no entry load regime 

followed by Investment flow, Number of investors, Distributor Expenses, Overall effect on 

distributor and Return of Distributor. However, the order does not match with group means.  
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Table – 5.64 - Structure Matrix 

  
Function 

1 

OCD 0.889 

ORD 0.801 

OAD 0.793 

ODE 0.6 

OIF 0.501 

CNI 0.333 

Pooled within-groups correlations between discriminating variables and 

standardized canonical discriminant functions 

 

As the results of canonical discriminant function and group means are not matching the 

results of the structure matrix are to be considered as the final one. According to structure 

matrix Overall effect on distributor has the highest impact on the distribution channel of 

mutual fund with respect to no entry load regime followed by Return of Distributor, 

Advisory, Distributor Expenses, Investment Flow and Number of Investors.  

 

Table - 5.65 - Canonical Discriminant 

Function Coefficients 

  
Function 

1 

OIF -0.177 

ORD 3.887 

ODE 0.978 

OAD -3.125 

OCD 1.186 

CNI 0.307 
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(Constant) -13.027 

    

Unstandardized coefficients 

 

Discriminant Score = constant + β1Investment Flow + β2Return of Distributor + 

β3Distributor Expenses + β4Advisory + β5Overall Effect on Distributor + β6Number of 

Investors + ε 

 

Hence, Discriminant Score = -13.027 + - 0.177 * Investment Flow + 3.887 * Return of 

Distributor + 0.978 * Distributor Expenses + -3.125 * Advisory + 1.186 * Overall Effect on 

Distributor + 0.307 * Number of Investor + ε 

 

Table – 5.66 - Functions at Group Centroids 

No Entry load regime creates 

positive impacts in your 

professional carrier. 

Function 

1 

NO -2.854 

YES 0.284 

  

Unstandardized canonical discriminant functions 

evaluated at group means 

 

The results shown in the table for Functions at Group Centroids suggest that the mean of 

response for distributors having negative impact was lying below -2.854 and the same for 

distributors having positive impact was lying above 0.284. The score between -2.854 and 

0.284 is confusion zone wherein distributors are not actually able to decide whether they have 

positive or negative impact of no entry load on their mutual fund distribution business. 

 

-2.485  - 2.00  -1.00  0 0.284   1.00  

Low          Confusion Zone              High 
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Classification Statistics 

 

Table – 5.67 - Classification Function Coefficients 

  

No Entry load regime creates positive 

impacts in your professional carrier. 

NO YES 

OIF 35.827 35.273 

ORD 27.336 39.535 

ODE 25.292 28.361 

OAD -32.885 -42.693 

OCD -2.007 1.715 

CNI 6.963 7.926 

(Constant) -117.912 -152.456 

Fisher's linear discriminant functions 

 

Table - 5.68 - Prior Probabilities for Groups 

No Entry load regime creates 

positive impacts in your 

professional carrier. 

Prior 

Cases Used in Analysis 

Unweighted Weighted 

NO 0.091 91 91 

YES 0.909 913 913 

Total 1 1004 1004 

 

Prior probabilities for the test have been estimated as negative impact for 9.1% distributors 

and positive impact for 90.9% distributors. 

 

Table – 5.69 - Classification Results
a
 

    

No Entry load regime 

creates positive 

impacts in your 

professional carrier. 

Predicted Group 

Membership 
Total 

NO YES 

Original Count NO 63 28 91 
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YES 16 897 913 

% 
NO 69.2 30.8 100 

YES 1.8 98.2 100 

            

a. 95.6% of original grouped cases correctly classified. 

 

As per the model developed we had predicted that 91 distributors will be having negative 

impact of no entry load and 913 distributors will be having positive impact of no entry load 

post 2009. However as per the results out of 91 distributors which were expected to have 

negative impact of no entry load basis the model, 28 distributors indicated that they are 

having positive impact of no entry load. Further, out of 913 distributors which were expected 

to have positive impact of no entry load basis the model, 16 distributors said that they are 

having negative impact of no entry load. Considering the results we have 95% of original 

grouped cases correctly classified which indicates that the model used to measure impact of 

no entry load post 2009 for the distributors was valid and reliable. 
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CHAPTER - 6 

 

Findings and Recommendations 

 

 

The study was aimed at checking impact of no entry load on distribution channels of 

Indian Mutual Fund Industry. In order to check this impact, factors affecting 

distribution channel needs to be study and analyzed. Impact of no entry load was 

studied thoroughly literature review and discussions with distributors and mutual fund 

employees for conceptual framework. The same has been discussed in Chapter – 3 ―No 

Entry Load Regime‖. After development of the conceptual framework, it comes to 

check the impact on no entry load  on distributors. To evaluate the same, data was 

collected through a structured questionnaire from 1004 distributors working full time 

and part time in this industry. The data was analyzed using various appropriate 

statistical tools (Detailed analysis is provided in Chapter – 5 – Data Analysis). The 

findings of the Data Analysis are presented in this chapter. 
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6.1  Findings from Independent sample T – Tests: Full Time and Part Time 

 

Distributor Expenses factors do not have different impact on distribution of mutual 

fund for full time or part time player. Impact of this factor on distribution of mutual 

fund will be unaffected irrespective of full time and part time. Here it shows that full 

time player and part time player both look at this aspect in the same way. However, 

impact of Investment flow, return of distributor, advisory and overall effect on 

distributors will be affected by the full-time activity and part time activity as there is 

significant difference in the impact of these factors with respect to the distribution of 

mutual fund.  

 

6.2 Findings from One Way ANOVA 

 

6.2.1 Average AUM: Different Average AUM groups have different beliefs regarding all the 

factors i.e. Investment flow, Return of Distributor, Distributor Expenses, Advisory, 

overall effect on distributor and Number of Investors with respect to the distribution of 

mutual fund which creates significant difference among various Average AUM groups 

regarding all individual factors with respect to distribution of mutual fund. 

 

6.2.2 Number of Clients: Distributors falling in to different Number of Clients group have 

different beliefs regarding all the factors i.e. Investment flow, Return of Distributor, 

Distributor Expenses, Advisory, overall effect on distributor and Number of Investors 

with respect to the distribution of mutual fund which creates significant difference 

among various Number of Clients groups regarding all individual factors with respect 

to distribution of mutual fund. 

 

6.2.3 SIP Input Value: Distributors having different SIP Input Value in mutual fund 

distribution have different beliefs regarding all the factors i.e. Investment flow, Return 

of Distributor, Distributor Expenses, Advisory, overall effect on distributor and 

Number of Investors with respect to the distribution of mutual fund which creates 

significant difference among various SIP Input Value groups regarding all individual 

factors with respect to distribution of mutual fund. 
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6.3 Findings from Correlations: 

 

6.3.1 Investment Flow: With correlation coefficient of 0.717 and sig. 0.000 strong positive 

linear correlations between Investment Flow factor and overall effect on distributors 

has been established. Change of 1 point in the Investment Flow will affect 0.717 points 

in overall effect on Distributors. 

 

6.3.2 Return of Distributor: With correlation coefficient of 0.810 and sig. 0.000 strong 

positive linear correlations between Return of Distributor factor and overall effect on 

distributors has been established. Change of 1 point in the Return of Distributor will 

affect 0.810 points in overall effect on Distributors. 

 

6.3.3 Distributor Expenses: With correlation coefficient of 0.517 and sig. 0.000 strong 

positive linear correlations between Distributor Expenses factor and overall effect on 

distributors has been established. Change of 1 point in the Distributor Expenses will 

affect 0.517 points in overall effect on Distributors. 

 

6.3.4 Advisory: With correlation coefficient of 0.808 and sig. 0.000 strong positive linear 

correlations between Advisory factor and overall effect on distributors has been 

established. Change of 1 point in Advisory will affect 0.808 points in overall effect on 

Distributors. 

 

6.3.5 Number of Investors: With correlation coefficient of 0.357 and sig. 0.000 strong 

positive linear correlations between Number of Investors factor and overall effect on 

distributors has been established. Change of 1 point in Number of Investors will affect 

0.357 points in overall effect on Distributors. 
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6.4 Findings of Regression 

 

In order to study the impact of all seven factors identified i.e. Investment Flow, Return 

of Distributor, Distributor Expenses, Advisory and Number of Investors on overall 

effect on distributors, step wise multiple regression was conducted. 

 

6.4.1 At the first level ―Return of Distributor‖ was identified as the single factor affecting the 

distribution channel with the highest intensity. Almost 65.5% changes in the 

distribution channel are because of this factor. This shows that return of distributor has 

significant impact on the distribution channel of Indian mutual funds industry. 

 

6.4.2 Looking at the second level ―Return of Distributors‖ and ―Distributor Expenses‖ were 

identified as most influencing factors for distribution channel and both the factors 

together have significant impact on distribution channel of Indian mutual fund industry 

witnessing 74.3% changes due to these factors. 

 

6.4.3 At the third level ―Return of Distributors‖ and ―Distributor Expenses‖ and ―Investment 

Flow‖ were identified as most influencing factors for mutual fund distribution channel 

and all the three factors together have significant impact on Indian Mutual fund 

Industry witnessing 82.5% changes due to these factors. 

 

6.4.4 At the fourth level ―Return of Distributors‖, ―Distributor Expenses‖, ―Investment 

Flow‖ and ―Number of Investors‖ were identified as influencing factors for mutual 

fund distribution channel and all the three factors together have significant impact on 

Indian Mutual fund Industry witnessing 82.6% changes due to these factors. 
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6.5 Findings from Discriminant Analysis: 

 

6.5.1  There is significant difference between the means for distributors having positive 

impact of no entry load and distributors having negative impact proving significant 

variation regarding discriminant score with regard to Investment flow impact on 

distribution channel. 

 

6.5.2 There is significant difference between the means for distributors having positive 

impact of no entry load and distributors having negative impact proving significant 

variation regarding discriminant score with regard to Return of Distributor impact on 

distribution channel. 

 

6.5.3 There is significant difference between the means for distributors having positive 

impact of no entry load and distributors having negative impact proving significant 

variation regarding discriminant score with regard to Distributor Expenses impact on 

distribution channel. 

 

6.5.4 There is significant difference between the means for distributors having positive 

impact of no entry load and distributors having negative impact proving significant 

variation regarding discriminant score with regard to Advisory impact on distribution 

channel. 

 

6.5.5 There is significant difference between the means for distributors having positive 

impact of no entry load and distributors having negative impact proving significant 

variation regarding discriminant score with regard to Number of investors impact on 

distribution channel. 

 

6.5.6 There is significant difference between the means for distributors having positive 

impact of no entry load and distributors having negative impact proving significant 

variation regarding discriminant score with regard to overall effect on distributors 

impact on distribution channel. 
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6.5.7 There are significant co-variances amongst all independent variables (Investment Flow, 

Return of Distributors, Distributor Expenses, Advisory, Number of Investors) that is 

affecting to discriminant score regarding positive impact of no entry regulations in 

Gujarat which means all the independent variable are not interdependent. 

 

6.5.8 Significant impact of all the individual variables (Investment Flow, Return of 

Distributors, Distributor Expenses, Advisory, Number of Investors) has been found on 

the discriminant score of positive impact of no entry load regulations in Gujarat 

regarding mutual fund distribution. 

 

6.5.9 As per standardized canonical function scores the factors affecting the impact of no 

entry load regulations on distributors in ascending order are Advisory, Investment 

Flow, Number of Investors, Distributor Expenses, Return of Distributors.  

 

6.5.10 As per Group statistics the factors affecting distribution channel after no entry load 

regulations in ascending order are Number of Investors, Investment Flow, Distributor 

Expenses, advisory and Return of Distributors. 

 

6.5.11 The results of the standardized canonical function and group means are matching with 

each other, hence the results generated by the Structure matrix will be considered as the 

final results. Accordingly, Return of Distributors has the highest impact of no entry 

load regulations over distribution channel preceded by Advisory, Distributor Expenses, 

Investment Flow and Number of Investors factors. 

 

6.5.12 95.6% of the responses were correctly classified into positive or negative impact of no 

entry load regulations which means that the model developed is suitable for evaluating 

impact on distribution channel of Indian Mutual Fund Industry. 

 

6.6  Findings of Observations: 

 

6.6.1 Distribution channel of mutual fund industry in India after No Entry load regulations in 

2009 was likely to effect negatively and there was negative atmosphere in 2009-2010. 

Distributors were likely to move to other line of businesses as upfront commissions 
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were no more available, distributors were worried about how they will justify their cost 

of meeting new prospective clients and giving proper service to them. Even this was 

major concern when they were talking about penetrating in rural market as going to 

rural market, making investors understand mutual fund product and after investments 

servicing them was seems to be a major issue. Over a period of time regulator had taken 

steps by implementing B-15 cities extra incentive regulations. But in 2010 this was 

major issue and negativity was there in all distributors 

 

6.6.2 Though AUM of mutual fund industry after 2009 gone up, distributors did not seem to 

be much comfortable with no entry load regulations. They still had doubts about their 

revenue and sustainability of their businesses. The fear of decrease in income was there 

in their mind till they have completely accepted no upfront commission and only trail 

commission as their income.  

 

6.6.3 Distributors having mutual fund distribution as their full-time business believe that 

upfront revenue should be there in distributing mutual fund products until the industry 

enters in to mature industry meaning there are investors with proper knowledge about 

financial products and financial planning concept.  

 

6.6.4 Regulator on the other hand had taken this decision after a thoughtful analysis and 

having data of mis-selling of products due to upfront commission structures. So, they 

have taken this decision and also have tried over years to penetrate in the rural market 

also by classifying top 15 cities and beyond top 15 cities (T15 and B15) locations and 

given permission to mutual fund companies to charge extra and on rural assets and 

incentivize distributors out of this charge for promoting mutual fund products in rural 

market.  

  

6.7 Recommendations: 

 

An extensive study of distribution channel on Indian Mutual Fund Industry was carried 

out with the help of available literature and discussions with distributors with reference 

to No-Entry Load Regulations implemented in 2009. During the research work few 

such things came to notice which need improvement. Further, the results of the research 
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work also suggest some gaps in the distribution channel which can lead to penetration 

of mutual funds in India. Below mentioned are few recommendations for Mutual Fund 

Companies, Mutual Fund Distributors and Mutual Fund Regulator.  

 

6.7.1 For Mutual Fund Companies: 

 

6.7.1.1  It was found that the revenue is the most important factor for distribution 

channel for Indian Mutual Fund industry. It is also proven that people work for earning 

money and its very obvious, distributors also work for revenue. So, when it comes to 

revenue, due to changes in the regulations ―No-Entry Load‖ distributors‘ upfront 

revenue got hit. Mutual fund company along with regulator and distributors should 

discuss and resolve this issue by setting up some revenue bases model so that 

distributors are motivated to bring in new customers and penetrate mutual fund 

business. 

 

6.7.1.2   As per our study, impact of distributor return is highest, one model can be 

developed that can create win-win situation for mutual fund company, regulator and 

distributors so that industry can bring in more customers and overall customers benefits 

are intact. 

 

6.7.1.3  When we talk about investment in mutual fund, more cliental is the only key 

because all clients are benefited only when there are more customers in particular 

fund/scheme. So mutual fund companies should think of retail penetration i.e. 

broadening their retail customers. This can be achieved by training distributors to get 

referencing from clients and secondly making customers aware about other products 

available on mutual fund platform i.e. cross selling of products through distributors. 

 

6.7.1.4       Retail penetration by mutual fund company can also be achieved 

through penetrating business in rural market and for that they can do more joint activity 

with distributors like they are doing in developed market which is called IAP (Investor 

Awareness Programme). For that already regulator have given permission. 
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6.7.1.5        One of the issues was triggered while doing research and got feedback while 

discussing with distributors that there is very less connectivity of mutual fund company 

with them. This is either very less staff which is called relationship managers with 

mutual fund company or the staff is over burdened with more distributors. So due to 

these distributors are not getting proper service or proper guidance from mutual fund 

company. So, AMCs (Asset Management Companies) should seriously think on this 

line and increase staff to connect to distributors and only then they can think on 

increasing retail client base. 

 

6.7.1.6     Distributors are also facing some service-related issues in their daily work 

from mutual fund companies as most of the AMCs do not have direct connectivity to 

service related issue over a phone. This is because major of mutual fund companies 

have diverted their services issues to call center and most distributors are not 

comfortable to go ahead with call centers to resolve their minor queries. So mutual fund 

companies can set up some direct phone line so that very small and minor queries can 

be resolved immediately and give positive impact to distributors. 

 

6.7.1.7       While talking to distributors who are managing very high level of AUM and 

other distributors, they are of the opinion that generally mutual fund companies come 

up with newer mutual fund schemes and promote distributors to sell to their clients and 

clients are not so much knowledgeable regarding mutual fund so they also go for newer 

scheme stating it‘s a new mutual fund offering with Rs. 10 NAV and it will give us 

good investment returns. This awareness should be brought to investors first. So, 

distributors are concerned about this kind of selling and that needs to be taken care by 

mutual fund companies.  

 

6.7.1.8       While curbing down new scheme promotion, distributors are also of the 

opening that long term investments should be promoted by mutual fund companies 

which is in favor of clients as if clients get good return then and then mutual fund 

companies and distributors value will be justified. So, distributors are of the opinion 

that AMCs should take steps that can lead to clients‘ benefit by long term investments.  
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6.7.1.9     Above mentioned two issues and suggestions can be successfully implemented 

by mutual fund company by suggesting and training distributors for Goal Based 

Planning for client‘s investments. As the goal-based approach is the best approach for 

meeting clients‘ financial goals. Benefit of Goal based planning is that because it takes 

clients‘ need into consideration, the chances of wrong product is very rare so client‘s 

faith towards mutual fund increases and more and more clients joins industry by word 

of mouth publicity. Because this because there is multiple product category in mutual 

fund of varied nature like equity, debt, hybrid products etc. so goal-based approach 

removes the wrong selection of product and gives a very good experience to client.  

 

6.7.1.10 For Goal-based planning and promoting long term products for wealth 

creation of clients, mutual fund companies can also promote these things in local 

languages by way of media marketing and digital marketing as in today‘s scenario most 

effective is digital marketing. This will give boost to understanding importance of goal-

based approach to distributors and finally to client this will lead to increase in clients 

and long-term wealth creation. 

 

6.7.1.11 Some of the distributors are very much confused regarding sales process as 

firstly they have to select a product then to do transactions then to manage clients 

portfolios and then after sales services. Right now, they are using different service 

provides for these needs. So, mutual fund company/companies can come together and 

make a common platform which can cater all these right from selecting a good product 

to after sales service.  

 

 

6.7.2 For Distributors: 

 

6.7.2.1        During the study it was observed that it is very much required for the 

distributor to think of increasing cliental base by adding a greater number of investors 

to their AUM (Asset Under Management). More volumes need to be acquired by any 

distributors to maintain their revenue over a period of time as many regulator changes 

are taken place like ―No-Entry Load‖ and even regulator is thinking of cubing down 
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more on expenses cap. So most suggestable for distributor is to increase number of 

investors.  

6.7.2.2     While focusing on increase in investors, other key aspect for distributors will 

be to cross selling of products. Cross selling of products here is mean by selling 

different products like if some investor has invested in equity related products then 

pitching them hybrid product or debt product according to their need and give them 

best experience of investment and then lead to increase in AUM. 

 

6.7.2.3   Distributors can increase AUM or increase retail cliental base by doing joint 

activity with mutual fund company like IAPs (Investor Awareness Programmes) in 

urban as well as rural market as despite much awareness there is less penetration of 

mutual funds in rural areas. Other way to increase AUM or clients for distributor is to 

collaborate with other distributors or by associating with each other and do joint IAPs 

and distribute converted leads amongst each other this will help to scale up large IAPs. 

 

6.7.2.4   Asset allocation is another suggestion to distributors which was found during 

the study and interview with market leaders that proper asset allocation of clients needs 

to be done which will help them stay invested during bad market time and keeps their 

portfolio steady. This will also help in adding value to your advice to client which 

client can see over a long period of time and continue business with you for longer 

period of time. This is an important part because we have found that many IFAs 

(independent Financial Advisors) are facing some problem that some clients do not 

stick to their portfolio and try to take advise from other distributors or banks or for that 

matter other mutual fund sellers. When distributors add value to their advice by 

properly focusing on asset allocation, this attrition rate of client can be reduced.      

 

6.7.2.5   Over a period of time mutual fund distributors role is changing and will keep 

changing in future also. Currently it is observed that role of distributor from distributing 

mutual fund is changing to purely advising base or going toward financial planning or 

goal-based planning. So currently distributors need to change their way of working and 

taking it towards financial planning concept and goad-based planning concept. This 

will again help them adding value to clients in what they do and help increase long term 

AUM with this approach.  
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6.7.2.6   Invest in capabilities is very hot topic in the distributors in today‘s scenario. 

All major distributors and leaders are talking about increase in capabilities of 

distributors. It‘s time that distributors need to invest in their capabilities meaning 

infrastructure related cost need to be catered. This is because due to cut down in 

margins, volumes need to be uplifted and for that any distributor alone cannot do this so 

he/she needs to invest in their capabilities. 

 

6.7.2.7   Use of technology is very much required to do by distributors now a days 

because while we are talking about increase in AUM and increase in retail base, this 

can be achieved only with the help of technology. Some of the platforms are already 

available like NSENMF, MF UTILITY, BSE STAR MF which are taking care of 

distributor-initiated transactions for almost all mutual fund companies and all kind of 

transactions like Lumpsum, Switching, SIP (Systematic Investment Plan), STP 

(Systematic Transfer Plan), SWP (Systematic Withdrawal Plan) etc. So, distributors 

should move to this technology for fast and accurate transaction handling. 

 

6.7.2.8   Also, to scale up business, distributors are now required to keep good 

professional staff which may include good sales staff who can be a feet on street and 

bring in more clients for distributors. Also, they need to have good back office staff 

who can keep a good track record of client portfolio, client transactions and cross 

selling. And finally, they can have a good professional person all handling after sale 

servicing for distributors. This kind of proper professional team can lead to successful 

distributors going ahead. 

 

6.7.2.9   For distributors it is also suggested to focus on after sales services to the 

client. In mutual fund investment, after sales services may include non financial 

transactions like updating bank details, updating nominee, changes in contact details 

etc. also it includes periodic review of clients‘ portfolios as this leads to value addition 

to client and can lead to increase in AUM and finally lead to increase in revenue.  

 

6.7.2.10   Distributors are recommended to adopt changes in their role very fast 

and need to adopt frequent changes in the regulations as still we can say the industry is 
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in infant stage and is going to broaden much more and when this kind of changes 

happen, regulation also keep on changing. So, adopting these regulatory changes and go 

ahead with these changes is the driving key factor for success in this business.  

  

6.7.3 For Regulators: 

 

6.7.3.1   During research, it has been found that distributor return and distributor 

expenses are the major area of concern after no entry load regulations. Despite 

regulator have taken steps to incentives distributors in different ways, distributors are of 

the opinion that their cost should be justified for bringing in clients and maintain them. 

So regulators along with mutual fund companies and distributors should conclude on 

some model which should be win-win situation for all. 

 

6.7.3.2   Distributors are also concerned about frequent regulation changes and they 

want regulator to streamline on frequent changes in mutual fund regulations. This can 

be achieve by conducting research on how much is the maturity level of this industry 

and conclude on some permanent regulations looking at current industry trend and also 

it should be reviewed after specific time frame only or only after industry/client 

maturity level towards mutual fund industry goes to next level. 

 

6.7.3.3   Some finding came out from very senior distributors regarding disclosure of 

commission income. Distributors directly compare these disclosures with different 

industry that there is no industry which discloses the distribution cost associated with 

product that customer is using. So, regulator is recommended to take some  action to 

resolve this issue as soon as possible.  

 

6.7.3.4   It has been found that there is a less awareness of mutual fund products to 

investors where there are two aspects. One this that in developed cities where people 

are aware about mutual fund, they are not that much aware about different categories of 

mutual fund products. On the second side where rural market is concerned, people are 

not even that much aware about mutual fund products. For that regulator is already 

doing much work by even bifurcating top 30 cities and beyond 30 cities i.e. T30 and 

B30 locations and incentives distributors accordingly but is suggested to find out 
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different ways to increase penetration like distributing product through may be postal 

offices, rural financial institutions, rural banks/gramin banks etc. by giving proper 

trainings to their employees. 

 

6.7.3.5   Overall it has been found during research that overall if industry needs to grow 

and penetrate in rural market, goal-based approach or financial planning base approach 

need to be adopted. For that regulator need to develop and train distributor regarding 

this approach and implement the same in routine distribution of mutual fund products 

which will lead to increase faith of investor towards industry and more and more clients 

and AUM comes to industry. Even mutual fund companies need to push this approach. 

And financial planning can be made mandatory to sell mutual fund products in India.  
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CHAPTER - 7 

 

Conclusion 

 

 

Mutual Fund industry in India started its existence from UTI (Unit Trust of India) 

which was a different law under finance ministry and started its first of its kind mutual 

fund product which was US64. It made a lot of momentum in the financial industry and 

going ahead banking promoted mutual fund companies came in to existence, then came 

private mutual fund companies and meanwhile in 1996, SEBI came with mutual fund 

regulations and so all mutual fund companies came under these regulations. This 

millennium started with industry AUM touched all time high of only 1.2 lac crores in 

2003 and after that people started with understanding products and AUM start growing. 

From 2003 1.2 lacs crores today AUM of mutual fund industry touched all time high of 

24 lac crores in 2018. This shows an extra ordinary growth of industry but when we 

look at this from a different view, industry AUM to GDP it ranges in around 7.5% 

while world average is 15%. So, we can say the industry still is in infant stage when it 

comes to investments in mutual funds in India. There are further scope of 
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improvements and for developing country like India, this can go a long way. In this 

kind of scenario, making reach of products to the final investors is very much important 

so mutual fund distribution is a key aspect for India. When we look at the penetration of 

AUM, out of investable amount that Indian population is carries, only 5% is invested in 

Mutual fund industry as per a survey conducted by KPMG in 2018. In this kind of 

penetration in the market, role of distributors who are selling product has become more 

important. This is because mutual fund is a financial product and financial products are 

majorly sold by human touch. So, more distributors are required and they need to be 

incentivised wisely to go and sell the products. Simultaneously in Indian mutual fund 

industry, many regulations are coming over a period of time. One of the important 

regulations was no entry load regulation. During the research work, it has been found 

that the regulation has done positive impact on distributors and one of the crucial 

reasons came out was miss selling of mutual fund product decreased due to this and so 

investors then started carrying good experience and over a period of time overall 

positively impacted and industry AUM started increasing. The research was all about 

developing the model to evaluate impact of no entry load regulations on mutual 

distribution. The major contributions of the study are presented hereunder:   

 

7.1 Major Contributions: 

 

7.1.1 Total 22 constructs determining factors affecting distribution of mutual funds in India 

have been identified. They are divided into five (5) main factors deciding impact of no 

entry load regulation on distribution channel of Indian mutual fund Industry. 

 

7.1.2 A model has been developed to evaluate impact of no entry load on distributors who are 

distributing mutual fund products by considering all the factors that affect distribution 

of products like return of distributors, investment flow after this regulation, distributor 

expenses, number of investors and advisory.  

 

7.1.3 The model developed has covered all aspect and came to model which is able to check 

what are the factors that impact the most in distributing mutual fund products in India.  
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7.2 Achievements with respect to Objectives 

 

All objectives have been achieved in the current research. The same have been detailed 

hereunder: 

 

7.2.1 The model has been developed as a result of thorough literature review and several 

discussions with distributors as well as industry experts been validated through 

appropriate statistical tools like correlation, multiple regression and discriminant 

analysis. 

 

7.2.2 All the five factors are independent and there is significant correlation of all the factors 

with impact of no entry load regulation on mutual fund distribution. 

 

7.2.3 The research has also been able to establish the relationship of demographic 

characteristics of distributors individual factors. Also, we have proved that impact of all 

individual factors on overall effect on distributor is different for distributors having 

different demographic characteristics. 

 

7.2.4 With use of this model the areas for improvement in order to enhance distribution 

channel of Indian mutual fund industry have been identified and discussed in the 

previous chapter. 

 

 

7.3 Summary of final outcome: 

 

 Investment Flow, Return of Distributors, Distributor Expenses, Number of Investors 

and Advisory are the five factors which determines the impact of no entry load 

regulation on Indian mutual fund Industry. The impact of all individual factors on the 

overall effect on distributors will be different for different distributors basis their 

demographic characteristics. On looking at the responses received from different parts 

of Gujarat we understand that there is a lot of need of improvement in distribution 

channel of Indian mutual fund industry. Return of distributor is major concern area 

after no entry load regulations, distributor expenses are also area of concern as 
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distributors are taking into consideration cost associated for distributing mutual fund 

like going to clients‘ place, explaining them about the product, then collecting required 

documents and then after sales services. So, while revenue (return of distributor) is 

important, distributor expenses is very next area of concern. 

 

 During the course of the research work while interacting with people it was also noted 

that one of the reasons behind the problem faced by distributors regarding distribution 

channel in mutual fund industry is understanding of broader view of regulations being 

implemented by regulator. As it has been found by interacting with mutual fund 

experts, that no entry load regulations were implemented with major reason of stopping 

miss selling of mutual fund products and it had proved over a period of time.  

Distributors need to take broader view and start accommodating with regulations.  

 

 For Investors 

 During the study it has been found that still the penetration of mutual fund is low. Thus, 

as we have arrived to a model, regulator can work on the said model and prepare a long 

term sustainable mutual fund penetration strategy. 

 

 For Regulators 

 As it is growing industry, regulator need to keep constant watch on activities carried out 

in industry and can change required regulations as and when it is required. 

 

 For Distributors 

 No entry load regime has given a positive impact as there is a good pause in mis-selling 

of mutual fund products. Thus, distributors can take every change as positive thing and 

take forward industry as all regulations are a well thought in nature and are good for 

industry.   
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7.4  Limitations of the Study: 

 

7.4.1 The study was carried out in four cities of Gujarat due to constraint of time and 

expenses. It is quite possible that the distributors belonging to other places may have 

different perceptions regarding the factors affecting mutual fund distribution post no 

entry load regulations.  

 

7.4.2 The study has been conducted only for those who are IFA (Independent Financial 

Advisors). Other distributors like National Distributors, Stockbroking companies, banks 

who are distributing mutual fund products may have different view about the no entry 

load regulations. Thus, effect that these national distributors, banks and stockbroking 

companies have is not been covered under the study. 

 

7.4.3 Selected Distributors of Major cities of Ahmedabad, Surat, Baroda and Rajkot have 

been contacted in order to collected data, the distributors in the same cities may have 

different perspectives regarding the effect of no entry load regulations in mutual fund 

industry. 

 

7.4.4 Distributors in rural areas have not covered under the study. Rural areas in India have 

different dynamics than the urban areas. Literacy rate is also lower in the rural areas. 

Hence there are high chances of difference in determinants of impact of no entry load 

regulations in mutual fund distribution in India.   

 

7.5 Scope of Future study 

 

7.5.1 The model has been validated in the selected cities of Gujarat state. There is scope of 

further validation of the model from different geographical locations and with different 

distribution channels. 

 

7.5.2 Comparative study of effect of no entry load on different distributors like National 

Distributors, Banks, Stockbroking companies and other financial institutes who are 

distribution mutual fund products can also be carried out know the overall effect. 
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7.5.3 As mutual fund industry in India is not that much mature, more and more regulations 

may continue to come out for betterment of the industry. Hence, distributors need to 

understand the overall effect of upcoming regulations and if find any adverse effect, 

can mutually represent the same to regulator for betterment of Indian Mutual Fund 

Industry. And due to these continuous changes, the research work does not stop here. 

The model will have to continuously update with the development of new regulations. 

 

Regardless the limitation of the study, the present study is likely to be first one to 

present a reliable model to evaluate effect of no entry load regulation which was 

implemented in 2009 in mutual fund industry which has been validated statistically.  
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Annexure – 2 Questionnaire 

 

QUESTIONNAIRE 

FOR 

A Study on Distribution Channels of Indian Mutual Fund Industry With 

Special Reference to “No Entry Load Regime-Post 2009” 

Please note that the information collected through this survey will be used for 

academic and learning purpose. We assure you that your personal information 

would not be disseminated. 

1.  Name / Firm 

and City: 

 

 

2.  Age 

 

 

 

3.  Marital status 

 

1 2 

Married Unmarried 

 

4.  Education qualification with respect to stream 

 

1 2 3 

Commerce Science Arts 

 

5.  Since how long you are engaged in mutual fund distribution 

 

1 2 3 

Less than 

5 year 

5 to 10 

year 

Above 10 

year 

 

1 2 3 

Below to 

30 years 

31 to 50 

years 

Above to 

50 years 
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6.  Average Aum managed by your firm 

 

1 2 3 4 5 

Less than 

10 cr 

10 to 

25 cr 

25 to 50 

cr 

50 to 

100 cr 

More than 

100 cr 

 

7.  No of client associated with your prestigious firm 

 

1 2 3 4 5 

Below to 

100 

100 to 

500 

500 to 

2000 

2000 to 

5000 

Above 

5000 

 

8.  Monthly SIP Input Value by your clients 

 

1 2 3 4 5 

Less than 

10 Lacs                  

11 Lacs to 

25 Lacs 

26 lacs to 

50 Lacs 

51 Lacs to 

1 Crore 

Above 1 

Crore 

 

9.  Is mutual fund distribution your core activity 

 

1 2 

Full time Part time 

 

10. How many hours a day you spend engaging your clients 

 

1 2 3 

Less than 3 

hours 

3 to 6 hours More than 6 

hours 

 

11. Firm dealing in core activity along with the mutual fund distribution 

 

1 2 3 4 5 

Insurance 

schemes            

Shares/equity          Debenture 

& bonds           

Commodities 

& Forex 

Real estate 
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12. Are you aware about 

 

Sr No Regulation & Amendment Yes No 

i  Are you aware about No entry load regulation 

implemented by SEBI in 2009 

1 2 

ii  Are you aware about  B-15 extra incentive 

regulation implemented by SEBI in 2012 

1 2 

iii  Are you aware about extra Transaction cost 

implemented by SEBI for extra regulation to 

distributor 

1 2 

 

13. (A) Investment Flow: 

Rate the following on the basis that impact on Investment Flow 

(5) Strongly Agree (4) Agree (3) Neutral (2) Disagree (1) Strongly 

Disagree 

 

Statement 5 4 3 2 1 

System got Transparent after the 

amendment of no entry load regime

  

     

Cost reduces after the amendment of 

no entry load regime  

     

Savings of clients increase after the 

amendment of no entry load regime 

     

Investor become more friendly to 

distributor after the amendment of 

no entry load regime 

     

Inflow of mutual fund has increase 

after the amendment of no entry load 

regime 

     

More clients has Shifted from other 

investment produced to mutual fund 

     



264 

 

after the amendment of no entry load 

regime 

 

13. (B) Return of Distributor: 

Rate the following on the basis that impact on return of distributor effect 

(5) Strongly Agree (4) Agree (3) Neutral (2) Disagree (1) Strongly 

Disagree 

 

Statement 5 4 3 2 1 

Distributor initial return get lower 

after the amendment of no entry load 

regime 

     

Distributor average AUM has 

increased after the amendment of no 

entry load regime 

     

Overall return of the distributor has 

increased after the amendment of no 

entry load regime 

     

Ticket size of investment has 

increased after the amendment of no 

entry load regime 

     

 

13. (C) Distributor Expenses: 

Rate the following on the basis that impact on Distributor expenditure 

(5) Strongly Agree (4) Agree (3) Neutral (2) Disagree (1) Strongly 

Disagree 

 

Statement 5 4 3 2 1 

Clients awareness toward mutual 

fund reduces advertisement 

expenses  

     

More employees required due to 

which administration expenses 
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increase  

Professional management team 

requirement has increased after the 

amendment of no entry load regime  

     

Infrastructure facilities expenses has 

increase after the amendment of no 

entry load regime  

     

 

13. (D) No of Investor: 

Rate the following on the basis that impact on No of Investor 

(5) Strongly Agree (4) Agree (3) Neutral (2) Disagree (1) Strongly 

Disagree 

 

Statement 5 4 3 2 1 

Awareness of Mutual Fund increased 

number of investors  

     

Investors increase due to no 

additional entry level cost   

     

Small investor invest in mutual fund 

as nominal amount required  

     

Investor increased with expectation 

of higher rate of return  

     

 

13. (E) Advisory: 

Rate the following on the basis that impact on Distributor as a financial 

advisor 

(5) Strongly Agree (4) Agree (3) Neutral (2) Disagree (1) Strongly 

Disagree 

 

Statement 5 4 3 2 1 

Awareness among the clients brings      
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changes in the role of distributor  

Changes in the technology brings the 

changes in the role of distributor 

     

Role of distributor changes due to 

inflow of AUM has increased 

     

Role of distributor changes from 

mutual fund distributor to goal based 

planning  

     

 

14. Overall effect on Distributor: 

Rate the following on the basis that impact on impact on Distributor 

(5) Strongly Agree (4) Agree (3) Neutral (2) Disagree (1) Strongly 

Disagree 

Statement 5 4 3 2 1 

System got transparent after the 

amendment of no entry load regime 

     

Investor become more friendly to 

distributor after the amendment of 

no entry load regime 

     

Inflow of mutual fund has increase 

after amendment of no entry load 

     

Overall return of the distributor has 

increased 

     

Ticket size of investment has 

increased after the amendment of no 

entry load regime 

     

Advertisement expenses of 

distributor reduces due to client 

awareness  

     

Infrastructure facilities expenses has 

increase after the amendment of no 

entry load regime 

     

Professional management team      
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requirement has increased after the 

amendment of no entry load regime 

Distributor average AUM has 

increased after the amendment of no 

entry load regime 

     

Changes in the technology brings the 

changes in the role of distributor 

     

Role of distributor changes from 

mutual fund distributor to goal based 

planning 

     

 

15. No Entry load regime creates positive impacts in your professional 

carrier. 

 

YES 1 

NO 0 

 

 

 Thank you to spare your valuable time for completing this research. 
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