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Macrzl.:: in the .Retail Sector and its Impact on Select
conomic Variables : A Comparative Study of India
and China

*P. Chellasamy
** N. Ponsabariraj

Abstract

Retailing can be defined as the buying and selling of goods and services. It can also be defined as the timely delivery of goods
and services demanded by consumers at prices that are competitive, affordable, and available under one roof. The current
research work aspired to analyze the FDI in retall sector and its impact on the select macro-economic variables of both India
and China. The study made a comparative analysis with respect to both the countries. The study observed that FDI plays a vital
role in transforming developing countries into developed nations. The overall performance of select macro-economic
variables in India, when compared to China, need to improve. New privileges In FD! will stabilize the market and the financial
indicators in the future.

Key words: descriptive test, FDI in retail, impact of macro-economic variables, cause and effect of FDI in retail in India and
China

JEL Classification : G14,L1,L5,L6

Paper Submission Date: August 25, 2015 ; Paper sent back for Revision : March 7, 2016 ; Paper Acceptance Date :
May 25,2016

ctailing can be defined as the buying and selling of goods and services. [t can also be defined as the timely

delivery of goods and services demanded by consumers at prices that are competitive, affordable, and

available under one roof. Retailing involves a direct interface with the customer and the coordination of
business activities from end to end (manufactures to consumers) right from the concept or design stage of a
product or offering, to its delivery and post-dehvery service to the customer (Janardhan & Feroz Zaheer, 2006).
The Indian industrial activity, especially in the retail sector, is an important contributor to the developed economy
The same aspect of retailing is considered as one of the largest and traditional industries in India. [t has emerged as
one of the most dynamic and fast-paced industries. The recent decade has greatly contributed to the growth mn the
retail industry, especially in the organized retailing sector when compared to the unorganized retail sector in India,
The organized retail culture initiated in the Western and Eastern countries of the world.

The overall size of the retail sector was estimated to be £ 3] trillion (USD 534 billion) in 2013-2014, with a
CAGR of 15 % over the last 5 years, which 1s much higher than the growth of the Indian GDP in the same pertod.
Grosng forward, the overall retail sector growth is likely to witness a CAGR of 12-1 195, which would be worth T3S
trilbion (UISD) 94K hillion) in 2018-19. The revenu nerated from organized retall (or modem retail) was 3 09

ue ge
willion (USD1S.S billion) i 2009, T2 4 million in 2012 (USD 41.4 billion), and is expected to continue growing at
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k‘ hackochen M and B Rattaligat, ( 5111 1 dicettaand abert wihy we need FDTm the retail sector. In their study.
the authars s heat iy de el that in Tndin, B entty options are frarehise and strategic licensing agreement, cash
and carty whnleeale tading, sl inainfaetiing hased. Petailing 1s the last link that connects an individual
volved in the act of selling goods to the
i sdaal corainet at a inaigin of profit atidd VD1 anll presvide innovative technology O the consumers. S0,
S0 wonhd Be beneficial to the tetailers for accelerating retail market growth, providing employment
cppertamies, creating vompetition, and would lend to proper balancing of the distribution systems.
Remka Ganosan M and et all (2013) investigated the performance of FDIin the Indian retail sector and
d and China. In Thailand and China, the

2Jrowine FDLin the retail sector was first met with incessant protest, but {ater turmed out to be one of most

LR O AR
yeemg politieal and cconomical decision of their governments and led notonly to the commendable rise in the

conabanet Wit @ manatactuting aind distibntion chain A tatailer 500

2IBOWERS

ormmared tre same with suecessful experiments in countries like Thailan

COEETOG B

vl of cmployment, but also led to an enormous development of their country's GDP. The study made an analysis
.7 10 sacrors and compared the same with Thailand and China. The suits revealed that 50% of the total FDI
= s reoeived by India came from Mauritius, Singapore, and the USA, which greatly promoted the retail sector
: < compared with other countries. Finally, the authors concluded that the advantages of allowing FDI in
sine mevss] sector will lead to economic development in India and will make a new path for consumers for buying
veryous goods. Successful experiments in countries like Thailand and China has proved that allowing FDI in the
~or was 2 favorable economic decision of their governments.
N (2013) identified the profitability position and prospectus of the selected
mpeznies in India. The study covered a period of 10 years from 2002-2003 to 2011-2012. The study used 2
Emzncizl tool, namely profitability scoring multiplier analysis. This analysis measured operating, non-operating,
zef financial indicators on profitability position of select retail companies in India. The final results depicted that
s profivability position of a few of the selected retail companies was not satisfactory during the study period. This
wras due 10 the poor cost of production, return on investment, non-core assets, and increasing bad debts. The debt
cupiel greetly affected the profitability position and the trend of the companies. Finally, the study concluded that
sest oy, 3 spveESURENS 10 terms of using capital and reducing production costs would help to increase the profits of
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Ressarch Problem

cly dormnated by the unorganized retail sector in India. In India, small scale retailers and |
shunpprrt ate 1ot ing st competition from affordable prices, quality of products, demand on branded items.

geyp i ety freedon in choosing products, and customer relationship provided by organized retail. The retail
st biie Aoveloped Into new fol inats such as hy permarkets which includes departmental stores, discount stores.
{ o and g forih, gid custainens aiv also flocking to organized retail stores to meet their needs and wants as thes

siile,
gt atfosdubile piilees, goud guality o pioducts, demand on branded items, service quality, and freedom 1o

Eherming heoni s yariviy ul products
P B petall industiy 1s witiessing a huge revamping gxercise as (raditional marketers make way for ne%

Fotuiiing s still larg
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formats such as departmental stores, hypermarkets, supermarkets, and specialty stores In India. The FDj

investments in India and China in retail create immediate fluctuations in major In,dlal? MIBCID- Ceonomip
indicators such as GDP, exchange rate, inflation, wholesale price index, and consumer price index. Tllls has peen
due to the large scale of investments in the retail industry, with investments by major natxf)nal R nAtOnE]
players. With this background, the current research work aspires to analyze the FDI in retail secfor focia fmpz.ict
on the select macro-economic variables of both India and China. The study makes a comparative a.naly51s'w1t‘h
respect to both the countries. Based on the above issues, we have framed the following research question, which s
also the objective of the present study :

% What is the growth of FDI in the retail sector and what is its impact on select macro-economic variables in
India and China?

Methodology

(1) Sources of Data and Framework of Analysis : China has one of the top most retail businesses throughout the
world and is also the country occupying the first place for attracting more FDI in the retail sector. So, we compare
the Indian retail growth with that of China.

The following macro-economic variables have been used to measure the impact of FDI in the retail sector.
Before carrying out the analysis, the select variables are considered to a logarithm. It shows the elasticity and
degree of responsiveness. FDI is the explained variable, while the explanatory variables are namely, LBOT
(balance of trade), LCPI (consumer price index), LEXRATE (exchange rate), LGDP (gross domestic product),
LIIP (industrial investment production), LINFL (inflation rate), LIR (interest rate), LPPI (producer price index),
LTR (total reserve), and LUR (unemployment rate). The data collected for the study is secondary data. The
required data for the study was collected and compiled from the Reserve Bank of India (RBI), Organization for
Economic Co-operation and Development (OCED), Economic Research and International Monetary Fund
(IMF). The study covers a period of 14 years from 2000 Q1 to 2014 Q4. The collected data has been analyzed with
the help of econometric analysis namely descriptive statistics, CAGR, Augmented Dickey - Fuller (ADF) test,
panel least squares analysis, and pairwise Granger causality tests.

(2) PanelLeast Squares Analysis Fit for the Study
FDI = Bs+B,*BOT ,+B,*CPI +B,* EXRATE ,+B,* GDP ,+ B, * IIP,+B* INFL + B,* IR ,+ B,* PPI -+ B,*TR
] + BIO* UR ll+ 8[1

where,
FDI=dependent variable, and BOT, CPI, EXRATE, GDF, IIF, INFL, IR, PPI, TR, and UR = independent variables

Conceptual Design and Hypotheses

The conceptual design of the study is depicted in the Figure 1. The hypotheses for the study are as follows :

% HO1: There is no significant relationship between the normal distributions of select macro-economic variables
inIndia and China.

% HO02: There is no significant relationship between FDI in the retail sector and its impact on the select macro-
economic variablesinIndiaand China.
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Figure 1. Conceptual Design and Hypatheses Developed for the Study
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iables in India
.Economic Varia
Table 2. Summary of Augmented Dickey-Fuller (ADF) Tests of Salect MIRCTS

and China During the Study Period from 2000 Q1 to ZOMW
Variables India St Difference 2nd Difference
ence -~

Level 15t Difference  2nd Difference Level 1

LBOT -3.801350 ~3.501325

51 -12.62117 -4.299197
LEXRATE -5.839564 -8.650096
LGDP -3.598440 -8.245542
Lp -30.14372 -6.099378
- -8.812090 -6.696264 .
LINTEREST_RATE -9.348179 10.01882
LPPI -6.892001 -6.048825
LTOTAL_RESERVE -4.448350 4711859
- $501752 -4.624422

Note: Significance level is 0.05 %.

The interest rate has a negative average of 2.70%. The unemployment rate has the highest standard deviation of
2.14%, and exchange rate has the lowest standard deviation of 0.11%. The balance of trade has the highest
coefficient of 2.04%, and the producer price index has a low coefficient of variance of 1.01%, and it is found that
there is more consistency when compared to other select macro-economic variables in India. The producer price
index has the highest positive compound annual growth rate of 9.77 %, and the balance of trade, consumer price
index, and exchange rate have the lowest positive compound annual growth rate 0f0.01%.

For China, the total reserve has the highest average of 11.66%, followed by producer price index, which has the
average of 4.56%. The interest rate has a negative average of 0.65%. The interest rate has the highest standard
deviation of 1.70%, and the producer price index has the lowest standard deviation 0f 0.10%. The consumer price
index has the highest coefficient of 1.65%, and the FDI has a low coefficient of variance 0£0.001%, and it is found
that there is more consistency when compared to other select macro-economic variables in China. The industrial
investment production has the highest and positive compound annual growth rate of 0.08%, and the total reserve
has the lowest and negative compound annual growth rate 0o£0.1101 %.

(1) Testing the Normality of Select Macro-Economic Variablesin Indiaand China

% HO1(a): There is no significant relationship between the normal distributions of select macro-economic
variables in India.

% HO1(b): There is no significant relationship between the normal distributions of select macro-economic
- variables in China.

The Table 2 shows the summary of the Augmented Dickey-Fuller test of select macro-economic variables in
India and China during the study period. The select macro-economic variables of the countries show that the time
series is stationary with various stages during the study period. In India, the select macro-economic variables such
as balance of trade and gross domestic product has stationarity at level. The exchange rate, inflation, interest rate,
producer price index, total reserve, and unemployment rate are stationary at first difference. The consumer price
index and industrial investment production are stationary at second difference. The select variables are stationary
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Table 3. Panel Least Squares Analysis of India During the Study Period from 2000 Qi to 2014Q4

Jatiabies Coefficient Std. Error t-Statistic prob.
LeoT -0,068133 0.279371 -0.243880 02083
LCPI -0.569978 0.905468 -0.629485 0.5320
LEXRATE 0.710296 0.367067 1.935060 0.0588*
LGDP -0.195812 0.033662 -5.816927 0.0000*
Lip 0.262571 0.500668 0.524441 ‘ 0.6023
LINFL 0.079938 0.071857 1.112453 0.2714
LINTEREST_RATE 0.960534 0.233141 4.119978 0.0001*
LPPI 0.611192 1.452419 0.420809 0.6757
LTOTAL_RESERVE 0.292191 0.118251 2.470948 0.0170*
LUR -0.151143 0.015599 -9.688971 0.0000*
C 0.512069 7.914127 0.064703 0.9487
R-squared © 0.953679 Adjusted R-squared 0.944226

F-statistic 100.8835 Durbin-Watson stat

Prob(F-statistic) 0.000000 0.861466

Note: Significance level is 0.05%(*) and Dependent Variable: FDI.

at various stages. So, the null hypothesis (HO1 a)isrejected. Incase of China, the select macro-economic variables
such as balance of trade and unemployment rate has stationarity at level. The consumer price index, exchange rate,
gross domestic product, industrial investment production, inflation, interest rate, producer price index, and total
reserve are stationary at first difference. The select variables are stationary at various stages. So, the null

hypothesis (HO1b) is rejected.
(2) Exahining the Impact of Select Macro-Economic VariablesinIndia

& HO02(a):There is no significant relationship between FDI in the retail sector and its impact on the select macro-
economic variables in India.

The Table 3 describes the panel least squares analysis of select macro-economic variables in India during the
study period. The relationship between FDI and the other independent variables is found to be R’= 0.95. It means
that all the independent variables have influenced the dependent variable by 95%. The regression ANOVA
indicates that the calculated value of F is less than the table value and its significance. The regression coefficient
variables are JEXRATE, LGDP, LIR, LTR, and LUR, and the calculated values for these are significant. So, the null
hypothesis H02(a) is rejected, and hence, there is a significant relationship between FDI in the retail s.ectc;r and its

impact on the select macro-economic variables in India. The Durba isti
a : X n-Watson statistics value indi
positive autocorrelation among the independent variables. of0.86 indicates the

(3) Analyzing the Cause and Effect of FDI and Macro - Economic Variablesin India

H03(a) : There is no cause and eff n FDI i
Qﬁ) : ect betwee i i
5 s i Tndia I in the retail sector and the select macro-economic

iy ,The relationship between FD] and the other independent variables is found to be R*=0.79. It means that all the
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iod from 2000 Q1 to 201404

the Study Per .
Table 4. Pairwise Granger Causality Tests of india During e Pro

Null Hypothesis Obs 0.69259 0.5047
LCPi does not Granger Cause LBOT = 2.25382 0.1150
LBQT does not Granger Cause LCPI 1.55465 0.2207
LEXRATE does not Granger Cause LBOT o 2.18657 . 04223
LBOT does not Granger Cause LEXRATE 0.41931 0.6587
LGDP does not Granger Cause LBOT 58 1.53366 0.2252
LBOT does not Granger Cause LGDP 0.0418
LIIP does not Granger Cause LBOT 58 S 1188
LBOT does not Granger Cause LIIP 2B ' o
LINFL does not Granger Cause LBOT 58 0.48147 0.6206
LBOT does not Granger Cause LINFL 0.69254 UBoAS
LINTEREST_RATE does not Granger Cause LBOT 58 0.88861 0.4173
LBOT does not Granger Cause LINTEREST_RATE 2.32941 04072
LPPI does not Granger Cause LBOT 58 0.44425 0.6437
LBOT does not Granger Cause LPPI 3.30085 0.0446
LTOTAL_RESERVE does not Granger Cause LBOT 58 2.62239 0.0820
LBOT does not Granger Cause LTOTAL_RESERVE 0.14383 0.8664
LUR does not Granger Cause LBOT 58 0.43380 0.6503
LBOT does not Granger Cause LUR ' 0.35859 0.7003
FDI does not Granger Cause LBOT 58 0.08609 0.9176
LBOT does not Granger Cause FDI 0.90129 0.4122
LEXRATE does not Granger Cause LCPI 58 1.72744 0.1876
LCPI does not Granger Cause LEXRATE 1.91365 . 0.1576
LGDP does not Granger Cause LCPI 58 1.78001 0.1786
LCPI does not Granger Cause LGDP 1.08763 0.3444
LIIP does not Granger Cause LCPI 58 13.8020 1.E-05
LCPI does not Granger Cause LIIP 7.09359 0.0019
LINFL does not Granger Cause LCPI 58 0.90307 0.4115
LCPI does not Granger Cause LINFL 0.63731 0.5327
LINTEREST_RATE does not Granger Cause LCPI 58 1.36254 0.2648
LCPI does not Granger Cause LINTEREST_RATE ‘ 2.79664 0.0700
LPPI does not Granger Cause LCPI 58 5.66976 0.0059
LCPI does not Granger Cause LPPI 3.97010 0.0247
LTOTAL_RESERVE does not Granger Cause LCPI 58 2.04814 0.1391
LCPI does not Granger Cause LTOTAL_RESERVE 0.48981 0.6155
LUR does not Granger Cause LCPI 58 2.93003 0.0621
LCPI does not Granger Cause LUR 0.83877 0.4379
FDI does not Granger Cause LCPI 58 2.51232 0.0907
LCPI does not Granger Cause FDI 0.42565 0.6556
LGDP does not Granger Cause LEXRATE 58 0.23555 0.7910
LEXRATE does not Granger Cause LGDP 2.70075 s 0.0764
30 Indian Journal of Finance * June 2016
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LUP does not Granger Cause LEXRATE
LEXRATE does not Granger Cause LIIP
LINFL does not Granger Cause LEXRATE
LEXRATE does not Granger Cause LINFL
LINTEREST_RATE does not Granger Cause LEXRATE
LEXRATE does not Granger Cause LINTEREST_RATE
LPP!I does not Granger Cause LEXRATE
LEXRATE does not Granger Cause LPPI
LTOTAL_RESERVE does not Granger Cause LEXRATE
LEXRATE does not Granger Cause LTOTAL_RESERVE
LUR does not Granger Cause LEXRATE
LEXRATE does not Granger Cause LUR
FDI does not Granger Cause LEXRATE
LEXRATE does not Granger Cause FDI
LIIP does not Granger Cause LGDP
LGDP does not Granger Cause LIIP
LINFL does not Granger Cause LGDP
LGDP does not Granger Cause LINFL
LINTEREST_RATE does not Granger Cause LGDP
LGDP does not Granger Cause LINTEREST_RATE
LPPI does not Granger Cause LGDP
LGDP does not Granger Cause LPPI
LTOTAL_RESERVE does not Granger Cause LGDP
LGDP does not Granger Cause LTOTAL_RESERVE
LUR does not Granger Cause LGDP
LGDP does not Granger Cause LUR
FDI does not Granger Cause LGDP
LGDP does not Granger Cause FDI
LINFL does not Granger Cause LIIP
LIIP does not Granger Cause LINFL
LINTEREST_RATE does not Granger Cause LIIP
LIIP does not Granger Cause LINTEREST_RATE
LPPI does not Granger Cause Lip
LIIP does not Granger Cause LPPI
LTOTAL_RESERVE does not Granger Cause LIIP
LIIP does not Granger Cause LTOTAL_RESERVE
LUR does not Granger Cause LIIP
LItP does not Granger Cause LUR
FDI does not Granger Cause LIIP
LIIP does not Granger Cause FDI
LINTEREST_RATE does not Granger Cause LINFL
LINFL does not Granger Cause LINTEREST_RATE

58

58

58

58

58

58

58

58

58

58

58

58

58

58

58

58

58

58

58

58

58

5.69543 0.0057

0.06758 0.9347
0.35841 0.7005
0.96127 0.3890
3.99849 0.0241
5.01331 , 0.0101
3.31417 0.0440
1.63074 0.2055
3.60491 0.0341
0.28818 0.7508
0.02838 0.9720
3.16349 0.0504
0.67031 0.5158
0.69452 0.5038
2.15511 0.1259
0.14461 0.8657
0.24856 0.7808
2.81289 0.0690
0.25382 0.7768
0.27325 0.7620
2.01053 ’ 0.1440
0.90558 0.4105
1.66751 0.1985
0.08775 0.9161
0.98099 0.3816
2.02182 0.1425
0.78102 0.4631
0.39740 0.6741
1.70659 0.1913
1.51281 0.2296
0.84463 0.4354
2.60476 0.0834
0.73569 0.4840
6.56919 0.0028
2.26088 0.1142
0.69187 0.5051
1.21851 0.3038
0.15586 0.8561
0.80183 0.4539
1.33999 0.2706
2.62383 0.0819
1,19299 0.3113

Indian Journal of Finance  June 2016 31

(¥ scanned with Oken Scanner



s
(%5
Pk

» oo
. 58 212744 01
R R TN LU U e LINFL

177141 0.1800
INEL s DY Cleanger Lasiie (P
- iy ‘ . 58 1.09494 0.033%
LROTAL MEVERVE doss noat Granget Cause LINFL =
o . 0 40484 0 B69Y
LINFL ghoes st Granged U ause LTOTAL_RESERVE
' A 5i 5.39231 0.0074
LUR does not Qranger Cavse LINFL 1
' - 0.59620 0.5546
LVINFL G0 not Granges Cauie LUR
{ 58 3.95717 0.0250
M daes ot Granger Cauve LINFL '
, 1.31668 0.2766 y
UINFL @doas 1ot Granger Cause PO !
PR does not Granger Cause LINTEREST_RATE 58 3.24375 0.0469
UNTERESY RATE does not Granger Cause LPPI 1.26422 0.2908 l
LTOTAL RESERVE does not Granger Cause LINTEREST_RATE 58 3.24901 0.0467 |
UNTERESY_RATE does pot Granger Cause LTOTAL_RESERVE 0.73998 0.4820 |
LWUR @oes not Granger Cause LINTEREST_RATE 58 0.41178 0.6646
UNTEREST_RATE does not Granger Cause LUR 3.71237 0.0310
FO0 ey not Granger Cause LUINTEREST_RATE 58 0.95086 0.392¢9
UNTERISY_RATE does not Granger Cause FDI 0.14081 0.8690
LTOTAL _RESERVE does not Granger Cause LPPI 58 3.31060 0.0442
L% does not Granger Cause LTOTAL_RESERVE 1.74149 0.1851
LUR dioes not Granger Cause LPP) 58 2.57942 0.0853
9P does not Granger Cause LUR 0.47933 0.6219
F0i does not Granger Cause LPPI 58 2.68569 0.0774
AP does not Granger Cause EDI 0.39843 0.6734
WUR does not Granger Cause LTOTAL_RESERVE 58 0.16813 0.8457
TOTAL_RESERVE does not Granger Cause LUR 0.35304 0.7042
FO does not Granger Cause LTOTAL_RESERVE 58 0.16299 0.8500
YOTAL_RESERVE does not Granger Cause FDI 3.50384 0.0372
¥¥ does not Granger Cause LUR 58 0.19266 0.8253
LUR doss not Granger Cause FDI 0.00516 0.9949

Soures: Compiled and Calculated from the data published in various report.

¢ < explicitly shows the pairwise Granger causality tests of India during the study period. There is a bi-
crectonal (significant) causality between LPPI & LCPI and LIR & LEXRATE. There is a uni-directional
th causality between LIIP & LBOT, LBOT & LPPI, LCPI & LIIP, LTR & LEXRATE, LEXRATE & LUR,
L LTR& LINFL, LUR & LINFL, FDI & LINFL, LPPI & LTR, LTR & LPPI, and LTR & FDI . So, the

T.
othesis HO3(a) is rejected, and hence, there is a cause and effect relation between FDI in the retail sector
t

{4} Examining the Impact of Select Macro-Economic Variables in China

= HO04(a): Thereisno signific

ant relationship between FDI in the retail sector and its impact on the select macro-
economic variables in Ching

.

‘The Table S describes the pane

Uleast squares analysis of select macro-ceonomic variables in China during the
study period.

3%
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Table 5. : .
e 5.Panel Least Squares Analysis of China During the Study Period from 2000 Q1 to 2014Q4

‘L’:;:b'es C;:fffllent std. Error ¢-Statistic Prob.
0.011117 0.044595 -0.249285 0.8042
LCPI -384.9188 937.6552 -0.410512 0.6832
LEXRATE -0.044529 0.050611 -0.879837 0.3832
LGDP 0.047720 0.222727 0.214255 0.8312
e 0.308195 0.184537 1.670100 0.1013
‘ LINFL 390.5491 937.9603 0.416381 0.6789
LINTEREST_RATE -0.056495 0.043017 -1.313317 0.1952
l LPPI -3.161011 1.183432 -2.671053 0.0102
LTOTAL_RESERVE  -0.767474 0.386296 -1.986750 0.0526
LUR -0.249545 0.326722 .0.763784 0.4487
C -1.828289 11.94114 -0.153108 0.8789
R-squared 0.790078 Adjusted R-squared 0.747237
F-statistic 18.44202 Durbin-Watson stat
Prob(F-statistic) 0.000000 0.550951

Note: Significance level is 0.05(*).and Dependent Variable: FDI.

% . The regression ANOVA indicates that the
The regression coefficient variables are IPPI
a) is rejected, and hence, there is a
acro-economic variables in
among the independent

ariables have influenced the dependent variable by 79
Jess than the table value and its significance.
alues are significant. So, the null hypothesis HO4(
een FDI in the retail sector and its impact on the select m
atistics value of 0.55 indicates a positive autocorrelation

independent v
calculated value of F'is
and TR. and the calculated v
significant relationship betw
China. The Durban-Watson st
variables.

(5) Analyzingthe Cause and Effect of FDI and Macro - Economic Variablesin China

HOS(a) : There is no cause and effect between FDI in the retail sector and the select macro-economic variables

’,;:}
in China.

The Table 6 depicts the pairwise Granger causality tests of China during the study period. There is a bi-
directional (significant) causality between LUR & LBOT LUR & LIIP. There is a uni-directional (significant)
causality between LCPI & LBOT, LINFL & LBOT LCPL& LGDP, LPPI & LCPL LCPI & LTR, L("P7 & LUR,
LCPL & FDI, LEXRATE & LGDP. LEXRATE & LPPI. LINFL & LGDP. LPPI & LGDP. LTR & LGDF, LL:’R D:
LGDP LPPL& LIP LPPI& LINFL LINFL & LTR, LINFL & L UR, LINFL & FDI, LINFL & LPPI, L'IR .& LPPI
LFDI& LUR, So,the null hypothesis HOS(a) 18 rejected, and hence, there s a significant rcl:\lionqhi betwee lh:
FDI in the retail sectorand the select macro-cconomic virables in China. | o M

Implications

Lok 511) 3“ anc f’f China, the CORMIMAT Price index and wholesale price index are very low when compared with India
uring the study period. So, inorder 1o increase both, there is anced fora stable GOP and EXRATE ‘
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Table 6. Pairwise Granger Causality Tests of China During the Study P

Fstatistic  Prob.
Null Hypothesis Obs L 0.037¢
LCPI does not Granger Cause LBOT 58 .— ‘ ) 0.291%
LBOT does not Granger Cause LCPI 11.6028 0,924
0.07866 &
LEXRATE does not Granger Cause LBOT 58 - 0.245¢
LBOT does not Granger Cause LEXRATE il v ALG(
LGDP does not Granger Cause LBOT 58 0.5420} L“‘J
LBOT does not Granger Cause LGDP 081787 Ulq?fj(’
LIIP does not Granger Cause LBOT 58 0.57940 ‘5(’
LBOT does not Granger Cause LIIP 0.12071 0.856%
LINFL does not Granger Cause LBOT 58 3.51301 00368
LBOT does not Granger Cause LINFL 1.260435 Ledid
LINTEREST_RATE does not Granger Cause LBOT 58 1.48076 0.2367
LBOT does not Granger Cause LINTEREST_RATE 0.92590 0.4025
LPPI does not Granger Cause LBOT 58 0.20953 08116
LBOT does not Granger Cause LPPI 0.79747 0.455¢
LTOTAL_RESERVE does not Granger Cause LBOT 58 0.92167 0.a04.
LBOT does not Granger Cause LTOTAL_RESERVE 2.94394 DO618
LUR does not Granger Cause LBOT 58 3.96930 .p2q8
LBOT does not Granger Cause LUR 3.30764 Coaa:
FDI does not Granger Cause LBOT 58 14.105¢ g L)
LBOT does not Granger Cause FDI 1.28975 D.283F
LEXRATE does not Granger Cause LCPI 58 0.68251 05857
LCPI does not Granger Cause LEXRATE 1.85857 2598
LGDP does not Granger Cause LCPI 58 2.73522 L.074C
LCPI does not Granger Cause LGDP 3.581868 L.oRaz
LIIP does not Granger Cause LCP| 58 1.94587 LI52e
LCPI does not Granger Cause LIIP 190478 ORIt 1s
LINFL does not Granger Cause LCP! 58 2.33208 DADTT
LCPI does not Granger Cause LINFL 2.26848 0.inRe
LINTEREST_RATE does not Granger Cause LCPI 58 1.56606 oliRe
LCPI does not Granger Cause LINTEREST_RATE 2.04142 Gilat
LPPI does not Granger Cause LCPI 58 363572 Losyy
LCPI does not Granger Cause LPPI 1.9151% JISas
LTOTAL_RESERVE does not Granger Cause LCPI 58 Q08232 iR
LCPI does not Granger Cause LTOTAL_RESERVE 4 A%088 LR U1
LUR does not Granger Cause LCPI 58 16.2522 BRI
LCPI does not Granger Cause LUR 3.08503 [RESN
FDI does not Granger Cause LCPI 58 056131 OL7ER
LCPI does not Granger Cause FDI 3.38177 00808
LGDP does not Granger Cause LEXRATE 58 0.23005% 0. 7048
LEXRATE does not Granger Cause LGDP 488736 O.0rae
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LEXRATE does not Granger Cause LiIP
LINFL does not Granger Cause LEXRATE 2 o
LEXRATE does not Granger Cause LINFL " o pyos
LINTEREST_RATE does not Granger Cause LEXRATE 58 ggzzgi zzgzz
LEXRATE does not Granger Cause LINTEREST_RATE ' | '
LPP! does not Granger Cause LEXRATE i ontis yo
) 58 0.01456 0.9856
3.81324 0.0284

LEXRATE does not Granger Cause LPPI
0.6734

LTOTAL_RESERVE does not Granger Cause LEXRATE 58 0.39844
LEXRATE does not Granger Cause LTOTAL_RESERVE 0.51251 0.6019
LUR does not Granger Cause LEXRATE 58 1.67909 0.1963
LEXRATE does not Granger Cause LUR 0.54101 0.5853
FDI does not Granger Cause LEXRATE 58 0.77498 0.4659
LEXRATE does not Granger Cause FDI 0.00115 0.9988
LIIP does not Granger Cause LGDP 58 0.60008 0.5525
LGDP does not Granger Cause LIIP 1.02015 0.3675
LINFL does not Granger Cause LGDP 58 3.59516 0.0343
LGDP does not Granger Cause LINFL 2.74630 0.0733
LINTEREST_RATE does not Granger Cause LGDP 58 0.87005 0.4248
LGDP does not Granger Cause LINTEREST_RATE 1.39349 0.2572
LPPI does not Granger Cause LGDP 58 5.23491 0.0084
LGDP does not Granger Cause LPPI 0.46574 0.6302
LTOTAL_RESERVE does not Granger Cause LGDP 58 5.27881 0.0081
LGDP does not Granger Cause LTOTAL_RESERVE 0.10519 0.9003
LUR does not Granger Cause LGDP 58 7.01184 0.0020
LGDP does not Granger Cause LUR 1.76524 0.1811
FDI does not Granger Cause LGDP 58 0.55882 0.5752
LGDP does not Granger Cause FDI 0.10190 0.9033
LINFL does not Granger Cause LIIP 58 1.90284 0.1592
LIIP does not Granger Cause LINFL 1.94665 0.1528
LINTEREST_RATE does not Granger Cause LIIP 58 : 0.32749 0.7222
LIIP does not Granger Cause LINTEREST_RATE 0.76693 0.4695
LPPI does not Granger Cause LIIP 58 3.45660 0.0388
LIIP does not Granger Cause LPPI 0.74208 0.4810
LTOTAL_RESERVE does not Granger Cause LIIP 58 0.55967 0.5747
LIiP does not Granger Cause LTOTAL_RESERVE 0.32387 0.7248
LUR does not Granger Cause LIIP 58 4.76252 0.0125
LIIP does not Granger Cause LUR ' 3.39297 0.0411
_EDI does not Granger Cause Lip 58 0.49536 0.6121
LP does not Granger Cause FDI 1.14845 0.3249
LINTEREST_RATE does not Granger Cause LINFL 58 1.55258 0.2212
{INFL does not Granger Cause LINTEREST_RATE 2.03695 0.1405
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3.62496
LPPI does not Granger Cause LINFL = 1.91872
LINFL does not Granger Cause Lpp - 9
LTOTAL_RESERVE does not Granger Cause LINFL 58 03017
LINFL does not Granger Cause LTOTAL_RESERVE 416219
LUR does not Granger Cause LINFL 58 3o
LINFL does not Granger Cause LUR AIEEE
FDI does not Granger Cause LINFL 58 0.56075
LINFL does not Granger Cause FDI 3.35856
LPP! does not Granger Cause LINTEREST RATE 58 1.43410
LINTEREST_RATE does not Granger Cause Lpp| 4.24162
LTOTAL_RESERVE does not Granger Cause LINTEREST_RATE 58 1.43045
LINTEREST_RATE does not Granger Cause LTOTAL_RESERVE 0.20800
LUR does not Granger Cause LINTEREST_RATE 58 1.56919
LINTEREST_RATE does not Granger Cause LUR 1.33070
FDI does not Granger Cause LINTEREST_RATE 58 1.58603
LINTEREST_RATE does not Granger Cause FDI 2.87675
LTOTAL_RESERVE does not Granger Cause LPP| 58 3.13636
LPPI does not Granger Cause LTOTAL_RESERVE 0.19247
LUR does not Granger Cause LPP| 58 1.79756
LPPI does not Granger Cause LUR 0.29284
FDI does not Granger Cause LPPI 58 0.33711
LPPI does not Granger Cause FDI 0.31403
LUR does not Granger Cause LTOTAL_RESERVE 58 1.07611
LTOTAL_RESERVE does not Granger Cause LUR 2.36477
FDI does not Granger Cause LTOTAL_RESERVE 58 1.45791
LTOTAL_RESERVE does not Granger Cause FDI ’ 0.03000
FDI does not Granger Cause LUR 58 3.15055
LUR does not Granger Cause FD| 2.39859

0.0335
0.1569
0.9220
0.0209
3.E-06
0.0558
0.5741
0.0423
0.2474
0.0196
0.2483
0.8129
0.2177
0.2730
0.2143
0.0652
0.0516
0.8255
0.1757
0.7473
0.7153
0.7318
0.3483
0.1038
0.2419
0.9705
0.0510
0.1006

It will attract more investment avenues in the retail segment, maintain healthy financial factors, and it will help to

maintain a positive growth in the consumer price index and wholesale prices.

(2) In India, the inflation rate is high, and the consumer price index is low among the select variables as the retail
market price of products is very high when compared with the standard of living. So, in order to minimize the
inflation and maximize the consumer price index, the government needs to devise ways to increase sustainable
investment in the Indian retail sector and attract low prices of services and products, which are eventually passed
onto the consumers. This will make the ceconomy stable, especially the retail sector, It will also improve the major

financial indicators like gross domestic product and wholesale price index.

Conclusion

The results reveal that the performance of a few macro-economic variables of the two countries is not satisfactory

during the study period.
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Limitations of the Study and the Way Forward

The limitations of the study are as follows © For this study, the performance of FDI is considered dur
spectfic penod from 2000 Q1 10 2014, The study is confined only to the Indian and Chinese retail context, ar
tesults are not applicable for other countries. The study is based on secondary data, and the findings depend
entirely on the sccuracy of such data.

The following can be considered as areas for further research :
% FDI in retail sector and its impact on select macro-cconomic variables : A comparative study of Indis and
United States.
% Impactof FDIin the retail sector : A comparative study of India and developing countries.
% Impactof FDI in the retail sector and select macro-economic variables : Astudy with reference to the OECD
countries.

%  Analyzing the financial performance of the select retail companies in India.
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