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Abstract

This article is an attempt to study about the dropouts from the
government schools within Butwal Sub-metropolitan City. It has been a
serious problem for the sub-metropolitan city as well as the whole
nation. The situation is quite bad for those who are economically and
socially backward. This paper is based on empirical method. The survey
uses data and interview to achieve its goal. The findings reveal the
underlying reasons for dropping out of school and its adverse effects
upon the children in future. It has tried to present some possible
measures to reduce the problem.
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INTRODUCTION

Dropouts from school are defined as young children who enrol in school
and for some reasons other than death leave school before completing
the grade ( Chugh, 2011). O.A.L.D. [9™ Ed.] defines dropout as a person
who leaves school or college before they have finished their studies.
Dropping out of school has been a serious problem in many places in the
world especially underdeveloped countries. According to Lewin and
Sabates (2012), the rate of dropouts from school is still high there in
poor countries. There are different factors responsible for dropping out.
Poverty, unawareness, and unpractical education are the major reasons
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behind it. Unfriendly school environment, and failure are also the
reasons for dropping out.

Adolescents who drop out of school represent a large number of young
population. They are at high risk of social and economic consequences
such as engaging in illegal activities and delinquent behavior ( Beauvais
et al 1996). Once the children drop out, they rarely return to formal
education. They lose the opportunity to acquire skills that limit his
earning in future. The dropped out students mostly involve themselves
in household chores and different work outside. They are morally
corrupted and engaged in prostitution as well. According to Groot
(2007), severe poverty and the requirements of additional labour are thus
an important factor that keeps children out of school.

Nepal is the signatory of The United Nations’ Convention on the rights
of the Children (UNCRC,1989) and Dakar Framework of Action(2000)
and is committed to ‘Education For All’ by 2015( MOES, 2009). Article
28 of the UNCRC urges member countries to recognize the right of the
child education. The UNCRC also calls for its members to make free
compulsory primary education. Nepal Government, an international
convention follower, has taken several steps with different policies and
programmes to increase enrolment of children and continue their study.
Although Nepal government claims improvements, the problem of
dropout is still critical. Constitution of Nepal 2072 has mentioned about
right to education in article 31. It says:

*  Every citizen shall have the right to access to basic education.

Every citizen shall have the right to compulsory and free basic
education and free education up to the secondary level.

The physically impaired and citizens who are financially poor shall
have the right to free higher education as provided for in law.
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*  The visually impaired person shall have the right to free education

with the medium of brail script.

STATEMENT OF THE PROBLEM

Education is the light of life. Nepal government as well as different
organizations have invested a lot on education and education for all in
all the parts of Nepal. However, they have failed to achieve their
mission. The schools are unable to hold their students till the completion
of their school level education. Dropping out of school is still a critical
problem. To achieve the findings of research paper the following
questions are raised.

Why do children drop out of school? What measures can be used to
eradicate the problem?

OBJECTIVES

The paper contains the following specific objectives:

[i] To analyse the dropout rate in the government schools in Butwal
Sub-metropolitan city.

[ii]] To find out the causes of the problem and also the measures to
reduce it.

METHODOLOGY

This section discusses about the research methods based on perspective
and procedure. Both the primary as wel as the secondary sources have
been used to complete this research work. Empirical method has been
applied to mould this paper. The survey comprises personal interview
and data collection from schools, students, teachers and guardians.
Random sampling method has been used to draw out a portion of
students so that child from each family background has an equal chance
of being selected. The interview was conducted in Nepali language in
friendly manner to have them participate without any hesitation.
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During the study, different ten dropped out students were visited. Most
of them belonged to marginalized and poor family. They were invited
for interview in open and friendly manner. They were dealt with
politely. The purpose of the interview was clearly mentioned to them.
During the interview, the participants expressed their feelings and
experiences quite openly. Ten students from different family
background were involved in the interview.

RESULTS AND DISCUSSIONS

Description of the Study Area and Its Background.

This paper deals with different five government schools and ten dropped
out students in Butwal Sub-metropolitan City. Guardian’s experiences
also have been included in this paper. Butwal Sub-metropolitan City is
one of the advanced and developed cities in Nepal. It is one of the most
important cities for education. However the government schools are not
free from the problem of dropouts. During the survey, data of different
schools about enrolment of the students and dropouts have been
collected.

Table.1: Five Government Schools with dropouts in the academic

year 2074 B.S.

S | Schools T.A. | S.A.F. | Dropou | Percent
N S. E. t

1 | Naharpur S. School 948 826 122 12.86
2 | Motipur S. School 705 635 70 9.92

3 | Ujirasingh S. School 771 691 80 10.37

4 | Sahid Smriti Basic Level School | 157 118 39 24.84

5 | Jiteswori S. School 337 | 223 114 33.82

Source: Authors’s field survey, 2016
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T.A.S. = Total Admitted Students , S.A.F.E.= Students Attended the
Final Examination.

S= Secondary

Table 1 reveals the different five government schools located in
different wards of Butwal Sub-metropolitan City. It clearly reveals that
all the enrolled students in the above government schools have not
attended the final examination of 2074. They are the dropouts from
the school. During the survey, it was found that there were different
reasons responsible for the incompletion of their studies.

Reasons for Dropping Out Of School

According to Hunt [2008] dropping out of school is a process rather than
the result of one single event and therefore has more than one proximate
reason. However, there are various driving forces which play major roles
keeping children out of school. During the interview, different reasons
were found for dropping out from school :

* Poor Financial Condition of the Family.
* Failure of the Students

* Unfriendly School Environment

* Early marriage and Migration

*  Theoretical Education

Poor Financial Condition of the Family

Dachi & Garrett [2003] state one of the main constraints to send a child
to school is parents’ inability to pay money. During the field work, a girl
aged 15, who had dropped out of the school said:
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My family has lots of problems. My parents work as labourers. They go
to work early morning. I have got two little brothers and a sister. I wake
up early in the morning and do house hold chores. I should look after
brothers and sister. I remain busy whole day. As I was a student , |
hardly attended my class for 15 days in a month. Therefore, I could not
continue my study in the school.

During the survey, teachers also stated that low income of their parents
was the major reason for their dropping out of school. They said that the
parents remain busy earning their living hood rather than sending their
children to school. Even on the visit to them, they were found living in a
hut with thatched roof at the bank of Tinau river. In reply to the query, a
guardian aged 48 said:

We couple have to go to work in the morning. We are unable to manage
our time for children. It is our compulsion. Rather we expect the
children to do all the household work. It doesn’t mean that we are not
worried about our children’s future. The fact is that survival is our
primary goal.

Hunt (2008) states that children from poor families in particular have
pressures to withdraw from school as they get older, particularly as the
opportunity cost of their time increases. Some children, during the study,
said that their parents seem to be happy when they earn some money and
give some of the amount to their parents. During the field work, a girl
aged 14 said:

I work at a shop. I earn around Rs.5000 in a month. I spend about Rs.
2000 on my personal requirements . My parents become happy as [ give
them remains.

Although Buis, (1998) states households often do not want to remove
children from school as they see it as an investment for the future (cited
in Hunter & May, 2003), and withdrawal from school is a last resort for
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poor families (Sogaula et. al. 2002),the poor might not think more about
future but look for present. In an interview, a primary school teacher
said it is almost impossible for poor families to think of investing on
children’s education which helps them in future. Parents want immediate
benefit from their children and send children to work rather than
focusing on continuation of schooling. Though poor parents see
education as important for children in shaping their future, they feel
difficulty to apply in the practical life. Colclough et. al. (2000) states
that poor families tend to have lower demand for schooling than the rich
: whatever are the benefits of schooling, the costs for them are more
difficult to meet than is the case for the rich. Chugh (2011) in her
research in the slums of Delhi, India concludes that poverty of parents is
one of the significant reasons for the low participation of children in
study.

Poverty drives the parents to different sectors. In the survey, some
families were visited in which female parent had gone to gulf countries
for earning . On the other hand male parent married another lady and
ignored the children from the first wife. Due to lack of guardianship the
children dropped out of school. In some families, disharmony between
parents discouraged their children to continue their study.

Failure of the Students

Failure of students is another important factor that causes students to
drop out of school. During the survey, two students were visited who
had left school as they failed the exams regularly in the same class. As
they failed the first time they enrolled in the same class due to parents’
pressure. They could not pass the final exam of the same class even in
the second time. Having felt humiliated they left school. In the question
to a dropped out girl aged 14, she said:

My parents are labourers. They ask me to do all the household chores. 1
did not have time to read and do homework. I failed the final exam of
class 7. However, I continued my study because of my parents’ pressure.
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1 got the same result second time too. I felt humiliated and frustrated
with my study and I left school despite the pressure from all the sides.

Unfriendly School Environment

During the survey, unfriendly environment was found as one of the
causes for dropping out of school. Government of Nepal has committed
to UNCRC and other major conventions and has made several legal
provisions against any kind of violence against any child for any reason.

No child shall be subjected to torture or cruel treatment, provided that
the act of scolding and minor beating to the child by his father, mother,
member of the family, guardian or teacher for the interests of the child
himself shall not be deemed to violate the provisions of this section.

(Government of Nepal, Children’s Act, 1992, Article 7:4).

Students have to face different types of punishments for different errors
such as not doing home work, not being tidy and not wearing tie, belt
and polished shoes. The teachers give them different types of
punishments, for instance, beating severely, making cock, up and down
and so on. Punishment-stricken students get disappointed to go to
school. Infrastructures of the school also play an important role in
dropping out of school. Students have intense problems in the schools
which do not have proper toilets and pure drinking water. They have to
go home when they suffer from diarrhea. The girls face problems during
their menstruation period. They do not have rest room for changing and
discarding used pads. It discourages them to continue their going to
school. Improper class room and lack of sufficient desks and benches
also are not in favour of children going to school regularly.
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Child Marriage and Migration

No child shall be subjected to child marriage, illegal trafficking,
kidnapping or being held hostage [Constitution of Nepal 2072, Article
39]. Child marriage is illegal. However, some parents take daughters as
burden. They intend to marry the daughter to some boy even in the
early age to be free from the responsibility. They seek security of their
daughter through marriage. They disregard academic part of their life.
Some girls fall in love even in the basic level school life and elope. One
dropped out girl aged 15 said:

I had fallen in love with a boy when I was in class 7. I got married to
him last year. I wanted to continue my education but my in-laws did not
support me. My husband has no job. Therefore, I dropped out of school.

Migration also causes them to drop out of school. As the parents migrate
from one place to another, the children do not get enrolled in school in
the new place. Different factors may derail them from continuing
education.

Theoretical Education

Education is the light of life. It provides everyone with knowledge and
skill. Knowledge should be practised. Theoretical knowledge merely
doesn’t support our living hood. This is the age of science and
technology. There is close competition in every field. However, our
school education system does not provide skills. The students having
completed school level education can’t do any thing on their own. On
the other hand many jobs are waiting for skillful hands in the same area.
The students belonging to poverty-stricken family expect certain job
immediately after school level education which is not possible with the
available education system. Therefore they become pessimist to their
education, drop out of school and go in search of some job to support
their family financially. One dropped out boy aged 14 said:
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There is no job guarantee even after the completion of school level
education. Therefore I left the school and joined a garage. I have learnt
skills in garage. I can earn more later. The ultimate goal is earning
money and supporting the family.

Some Measures to Reduce Dropout Rate

*Management of different types of scholarships for poor and orphan
students.

* Creation of child -friendly school environment.
* Application of technical education.

* Use of teaching aids including multimedia.

* Construction of proper infrastructure.

* Developement of an awareness of the importance of education.

CONCLUSION

Dropping out of school has been a serious problem in many places in the
world especially underdeveloped countries. As per the literature, the rate
of dropouts from school is still high in poor countries in general and
Nepal in particular. There are different factors responsible for dropping
out. Poverty, unawareness, and unpractical education are the major
reasons behind it. Unfriendly school environment, and failure are also
the reasons for dropping out, so cause and effect is the basis of every
existence. Therefore every problem is followed by solution. Certainly
technical ideas are necessary to achieve success avoiding the prevalent
hindrances and obstacles. In case of school dropouts, government and
non government organizations have begun their steps. Besides them, all
the stakeholders should be responsible and initiative. Carelessness and
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ignorance allow the obstacles flourish widely. It results in great loss for
a nation if precautions are not taken in time.

REFERENCES

Beauvais, F., Chavez,E. L., Oetting, E. R., Deffenbacher, J. L. &
Cornell, G.R. (1996). Drug

Use, Violence and Victimization among White American, Mexican
American and American

Indian Dropouts, Students with Academic Problems and Students in
Good Standing. Journal of

Counseling Psychology, (43):292-299.

Boyle, S., Brock, A., Mace, J. & Sibbons, M. (2002). Reaching the Poor:
The ‘Costs of Sending
Children to School’. Synthesis Report. London: DFID.

Chughtai, S. (2011). Dropout in Secondary Education: A study of
Children living in Slums in

Delhi. National University of Educational Planning and Administration.
New Delhi: NUEPA

Occasional Paper 37.

Colclough, C., Rose, P. & Tembon, M. (2000). Gender Inequalities in
Primary Schooling: The Roles of Poverty and Adverse Cultural Practice.
International Journal of Educational Development, (20):5-27.

Constitution of Nepal 2072: Fundamental Rights and Duties

Dachi, H.A. & Garrett, R.M. (2003). Child Labour and Its Impact on
Children's Access and

Participation in Primary Education: A Case Study from Tanzania.
London: DFID.

Fernandes, Mrs M.M. The Advanced Educational Psychology: The
Psychology of Learners.



THE JORNAL OF ACAMEMIC DEVLOPMENT VOL,5, FEB, 2017 12

Groot, A. D. (2007). Deprived Children and Education in Nepal.
Amsterdam: International
Research on Working Children IREWOC).

Homby, A. S. Oxford Advanced Learner’s Dictionary of Current
English. Ninth Edition

Hunt, F. (2008). Dropping Out from School: A Cross-country Review of
Literature. CREATE

Pathways to Access Series, (16). United Kingdom: CREATE &
University of Sussex.

Hunter, N. & May, J. (2003) Poverty, Shocks and School Disruption
Episodes Among
Adolescents in South Africa. CSDS Working Paper No. 35.

Jersild, Arthur T. Emotional Development
Seto Guras Child Development Organization, Butwal.

Skinner, Charles E. Educational Psychology. Prentice-Hall of India,
New Delhil1000-2007

UNICEF. (2001). Corporal Punishment in School in South Asia.
Submitted to the Committee on
The Rights of the Child. UNICEF: Regional Office of South Asia



THE JORNAL OF ACAMEMIC DEVLOPMENT VOL,5, FEB, 2017 13

ENTREPRENEURIAL INTENTION:
EVIDENCES FROM NEPALESE STUDENTS

Ganesh Prasad Pathak, PhD
Associate Professor
Tribhuvan University

Abstract

The aim of this paper is to assess the entrepreneurial intention among
the students of management stream studying at campuses in Kathmandu
and also exploring the factors affecting the intentions. The study follows
descriptive cum analytical research design. The sample size of the study
is 95 comprising of 15 males and 80 females, who were selected by
conveniently. Data were obtained using Entrepreneurial Intention
Questionnaire designed and tested by Linan and Chhen (2006) which
was solely designed for the application of Theory of Planned Behavior
(Ajzen, 1991). Data were analyzed by means of SPSS 1 3™ version and
tools used were frequency, percentage, and comparative averages of the
perception of male and female students. Results indicate that there are
high entrepreneurial intentions among the respondents.

Keywords: Entrepreneurial intentions, Entrepreneurship, Entrepreneur,
Attitude, Behavior, Control, Subjective Norms.

BACKGROUND

Globalization and changed political system in the country, demand
stability and prosperity of the general public. Business enterprise has
been accepted approach to assist to face new socio- economic
difficulties. Since long human efforts entreprencurship has been proved
as a best way to reduce cost, adopt technology bases on business needs,
and cope up with economic downturns.

* Dr. Pathak is former campus chief of Rammani Multiple Campus and
currently he is associated to Nepal Commerce Campus, Kathmandu
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Considerable agreement exits about the importance of promoting
entrepreneurship in both developed and developing countries. In
industrialized countries, entrepreneurship has long been considered as a
way to spur innovation and technological progress, engender
competition, and create employment , leading to economic growth, and
national prosperity (Holmgnen and From, 2005). In less developed
countries,the question to encourage young people to become
entrepreneurs have become the prominent. The answer requires knowing
more about the range of factors associated with entrepreneurial intention
in different cultural contexts. Research on entrepreneurial traits has a
long history in the world, having a strong entrepreneurship tradition. For
example, in economics and management literature we found evidence of
the connection between individual’s intentions to his or her decision to
start a new business.

Over the past decades entrepreneurship has become a growing area of
interest to both researchers and governments around the world due to
increasing global competition, fast-changing technology and developing
market economies. Because entrepreneurship is increasingly seen as a
way of dealing with global challenges it becomes relevant to understand
how young people might develop into entrepreneurs (Ozaralli and
Rivenburgh, 2016). In attempts to universally define entrepreneurship,
researchers agreed on elements such as opportunity, innovation,
organizing, creating and risk taking as basic ingridients to be
entrepreneur. Hisrick and Peters (2002) state Entrepreneurship as the
process of creating something new with value by devoting the necessary
time and effort, assuming the accompanying financial, psychic, and
social risks and receiving the resulting rewards of monetary, personal
satisfaction and independence. Given the importance to new business
starts up to the economy and society, this is a research area requiring
further attention.
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PROBLEM STATEMENT

Entrepreneurship is a process of creation and realizing values for
entrepreneurs (Morris and Jones, 1999). The entrepreneurial activities
play important roles in promoting economic and social phenomenon. In
recent decades, the problems of entrepreneurship are focused by lots of
scholars and policy makers.

The importance of micro enterprises and entrepreneurship development
in the country like Nepal need not be overemphasized. Micro enterprises
could seem easy tools for intervening to promote employment friendly
strategies directed towards poverty reduction. Because of the
development of mass higher education in Nepal, the employment
problem of university graduates is becoming further more serious. To
solve this problem, Nepalese government emphasizes promoting the
employment by entrepreneurship and starts to encourage and support
university graduates to create their own business. University graduates
self employment by starting their own business should be encouraged by
the government. However, at present there is a low proportion of
entrepreneurship in  Nepalese graduates. To promote the
entrepreneurship among the graduates and drive them for self
employment the study of entrepreneurial intentions of university
students and their influencing factors will have the far reaching
consequences. Scholars from various disciplines have studied
entrepreneurial intentions and found it as a valuable instrument for the
advancement in socio-economy through creation of value and self-
employment.

Most of studies on entrepreneurship intention were conducted in
international context. To solve the national problem of economy,
Nepalese economy is also striving to emerge in world economic arena.
Nepal has established new political system declaring new constitution
with the objective of achieving greater prosperity of the country and
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happiness to the people. In light of this, Nepal is now becoming a centre
of new business opportunities for both national and international
investors. Trends to view Nepal as the place to invest their money and
establish their businesses are growing. This has made the development
of entreprencurship one of the main agendas of most educational
institutions at the undergraduate and graduate levels in Nepal.
Consequently, entrepreneurship education has become an important
curriculum in the higher education institutions in Nepal.

According to Nabi and Holdeni (2008) the aim of entrepreneurship
education is to produce graduate entrepreneurs that define the interaction
between the graduate as a product of a higher education institution and
their readiness to pursue their career as an entrepreneur. Most graduates
go about looking for employment in government and private institutions
after they have gone through a course in entrepreneurship. To some
graduates self- employment is not an issue to them. The growing
numbers of unemployed youth especially among graduates suggest that
the expected outcome of the entrepreneurship education in terms of
addressing the unemployment problem among the youth have not been
achieved.

The thinkers and researchers in entrepreneurial intentions have
considered the factors like education and training, personality
dimensions, perceived feasibility, gender, religion, age, culture, and
ethnicity, to explain the entreprencurs and their desires to be
enterprising. The prominent entrepreneurship researchers Linan and
Chhen(2005) depending on the Ajzen’s (1991) theory of planned
behavior have used the factors like attitudes towards behavior (personal
attraction), perceived behavioral control (perceived feasibility), and
subjective norms (personal support) to explain the entrepreneurial
intentions.
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Thus, the researcher in this paper attempts to raise issue of
entrepreneurial intentions among the graduating students in Nepal
following the research instrument developed by Linan and Chhen
(2005). Further, the paper aims to explore the perception of Nepalese
young students in regard to their intentions to be self-employed to create
value for the self and nation’s economic well-beings.

OBJECTIVE OF THE STUDY

The basic objective of the study is to contribute to the research in the
area of entrepreneurship by assessing entrepreneurship intentions among
Nepalese management students. To achieve the basic objective
following specific objectives are framed:

1. To explore the entrepreneurial intention of Nepalese students
2. To examine the comparative perceptions of male and female
students towards entrepreneurial intention

SIGNIFICANCE OF THE STUDY

The results found from this study are expected to give important
messages to policy makers in education. This study offers valuable
guidelines and insight for those academics, practitioners and government
officials who may want to review the effectiveness of current systems of
their country and make changes in order to foster the entrepreneurial
mind-set in individuals/students. This is particularly important in the
context of a developing country like Nepal seeking to create an
entrepreneurial culture for further socio-economic growth and
development.

LIMITATION OF THE STUDY

The sample for the study is based on convenient and purposive so that
it may not be representative to all the students. Thus findings may
suffer from external validity. The sample size being small may also
affect the generalization of findings. Data collection from different



THE JORNAL OF ACAMEMIC DEVLOPMENT VOL,5, FEB, 2017 18

regions of the country and in different universities and colleges may
enhance the generability of our findings. Another limitation is that this
study assessed students’ perceptions regarding their future
entrepreneurial intent, and not entrepreneurs’ actual behavior. There
are also a number of contextual factors untouched but that may
influence students’ intention for a start up. Further, reliability of
statistical tools and the accuracy of the information given by
respondents are also limitations. The study may suffer respondents’
biasness also.

LITERATURE REVIEW

This section of study attempts to present the brief concept of
entrepreneur, entrepreneurship, entrepreneurial intentions, its models,
and factors influencing it.

Entrepreneur

According to Baumal (1993) entrepreneur encompasses all non-routine
activities by those entrepreneurs ‘who direct the economic activities of
larger or smaller groups or organizations. The views about entrepreneur
are: (1) the ‘great person’ school; (2) classical and neo-classical
economics; (3) psychology; (4) sociology; (5) Management; and (6)
intrapreneurship. The ‘great person’ school viewed it as possessing
special abilities and traits, classical and neo-classical economics focuses
on invisible and non-replicable input (yeung, 2002), Psychological view
of the entreprencur, as described by McCllelland (1961) as the person
having the need of achievement, risk-taking propensity, locus of control,
progressive outlook, self reliance etc. Sociological studies of
entrepreneurship are particularly prominent in the area of ethnic
entrepreneurship (yeung, 2002). Management scholars conceptualized
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entrepreneurship as value creation activities. Intrapreneurship is defined
by increasing reward minus risk (Moon and Perry, 1977).

An entrepreneur is one who creates a new business in the face of risk
and uncertainty for the purpose of achieving profit and growth by
identifying significant opportunities and assembling the necessary
resources to capitalize on them (Scarborough and Cornwall, 2017).
Entrepreneurs are those persons who have desire for responsibility,
preference for moderate risk, self-reliance, confidence in their ability,
determination, want immediate feedback, high level of energy, future
orientation, having organizing skill, value for achievement, high degree
of commitment, tolerance for ambiguity, creativity,flexibility,
willingness to work hard etc. Furthers, the entrepreneur may be
classified as young entrepreneurs, women entrepreneurs, minority
enterprises, immigrant entrepreneurs, part-time entrepreneurs, copartners
etc ( Tyszka et al., 2011).

Entrepreneurship

Entrepreneurship is conceptualized as the process by which individuals
pursue opportunities with regard to resources they currently control
(Stevenson & Jarillo, 1990). Entrepreneurship is the art of turning an
idea into a business. In essence, an entrepreneur’s behaviour finds him
or her trying to identify opportunities and putting useful ideas into
practice (Webb, 2007).Entrepreneurship is the new revolution and it’s
about continual innovation and creativity. It is the future of world
economy (Kuratko, 2014).

Entrepreneurship is a dynamic process of visioning, changing, and
creating. It requires an application of energy and passion toward the
creation and implementation of new ideas and creative solutions.
Essential ingredients include the willingness to take calculated risks - in
terms of time, equity, or career, the ability to formulate an effective
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venture team; the creative skill to marshal needed resources, the
fundamental skill of building a solid business plan; and, finally, the
vision to recognize opportunity where others see chaos, contradiction,
and confusion (kuratko, 2014).

Entrepreneurial Intention

Individual’s entrepreneurial intentions are the important variables to
predict their enterprising behaviours. But researchers have no an
identical definition about individual’s entrepreneurial intentions.

Entrepreneurial intention refers to the action of an individual’s attitudes
toward the outcomes of that actions and individuals’ self-efficacy
(Douglas and Fitzssimmon, 2008). It relates to the perceptions of
desirability and feasibility and the propensity to act upon opportunities
(Shapero, 1982; Peterman and Kennedy, 2003). Entrepreneurship
intention often involves inner guts, ambition and the feeling to stand on
one’s feet. Studies on entrepreneurship intention often used behavioural
intention models to explain the link between influencing personality
factors and entrepreneurship intention. One common model being used
is the Shepiros’ (1982) “Entrepreneurial Event” model which similar to
Ajzen’s (1991) “Theory of Planned Behaviour” model (Nabi and
Holden, 2008). There are three components of entrepreneurship
intention in Shepiro’s model, namely perceived desirability, perceived
feasibility and a propensity to act.

There are studies that have examined the link between perceived
desirability and entrepreneurial intention (karr, 1985; Hart and
Harrision, 1992). Studies’ examining this issue provides different
findings where there are respondents who express their desire to start up
their own business. While other studies show very low desire among the
respondents to start up their own business (Brenner et al., 1991). These
studies also found that family background, influential people and gender
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contribute to their respondent’s decision to become entrepreneurs
(storey, 1994). This is under stable since future entrepreneurs often
comes from those who are currently pursuing their study in higher
education institutions, particularly students who are studying business
related courses such as marketing, retailing, insurance or finance
(Peterman and Kennedy, 2003).

Another body of literature has also examined the link between
perceived feasibility and entrepreneurship intention. These studies have
mainly examined perceived feasibility in terms of self efficacy, that is ,
the belief that he/she could accomplish specific or general related tasks
(Boyd & Vozikis, 1994; Douglas & Fitzsimmons, 2008) and personality
traits that focuses on the physical and mental activities and attitudes (
Ismail et al., 2009). Those studies found that perceived feasibility does
play an important role in influencing entrepreneurship intention
(Ramayah and Harun, 2005). Ismail et. al. (2009) examined personality
traits in terms of extraversion, conscientiousness, agreeableness,
openness, neuroticism, perceived biasness, perceived support, and close
support in Malaysian setting.

Factors influencing Individual Entrepreneurial Intentions

Researchers have proposed and discussed on the influencing factors of
individuals’ entrepreneurial intentions. They propose different models
for analysis, among which the Entrepreneurial Event Model by Shepero
and Sokol (1982) and The Theory of Planned Behaviour by Ajzen
(1991) are the important. Some researchers have proposed new models
about entrepreneurial intentions (Brannback & Carsud, 2009). These
models analyse many different factors affecting individual’s
entrepreneurial intentions. These can be divided into three categories:
individual, psychological factors, family background factors, and social
and environmental factors.
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Individual, psychological factors are related to gender, personality traits
(Shaver, 1995), individual attitudes (Ajzen & Fishbein, 1977). Some
researchers discuss the impact of family background factors on
individual’s entrepreneurial intentions such as parents, relatives, friends,
colleagues, and so forth (Krueger & Dickson, 1993). Stephen, Urbano &
Hemmen (2005) stated that social environment factors like legal rules,
government support, are an important factor influencing individual’s
entrepreneurial intentions.

Entrepreneurial intention models

The two dominant formal theory- driven models of intentions are the
theory of planned behavior (TPB) and Shepero and Sokol’s model of
Entrepreneurial Event (SEE) (Nabi & Holden, 2008; Miralles et al.,
2012). The empirical tests of these two entrepreneurial intention models
revealed that they are compatible (Krueger et al., 2000) and valuable in
understanding entrepreneurial intentions (Nabi et al., 2010). These
models are valuable in understanding the determinants of an individual’s
preference for an entrepreneurial career. Kolveried, Lakovleva, and
Kickul (2007) concluded that in an attempt to predict the intention to
become self-employed the TPB and SEE models can be successfully
integtated into one model. Researchers have found that Shepero and
Sokol’s construct of perceived desirability is reported as equivalent to
Ajzen’s determinants of the attitude towards the behaviuor (personal
attraction) and subjective norms, and perceived feasibility proposed by
Shapero & Sokol is similar to ajzen’s perceived behavioural control or
to the concept of self-efficacy (Linan, Urbano and Guerrero, 2011).
According to the TPB an individual’s intention to start a business can be
predicted with high accuracy from the attitudes towards the behavior,
subjective norms, and perceived behavioral control (Ajzen, 2005).
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Attitude towards the behavior

This is the first construct of Ajzen Theory. Attitude towards or personal
attraction refers to the degree to which individual holds an overall
positive or negative personal valuation about being an entrepreneur
(Ozaralli and Rivenburgh, 2016). Ajzen (2005) claimed that people
develop attitudes based on the beliefs they hold about the consequences
of performing the behavior. Such consequences include both intrinsic
and extrinsic rewards as financial rewards, independence/autonomy,
personal rewards, and family security, all of which do influence
favorably the intention to start a business ( Choo and Wong, 2006).
Negatively or costly outcome expectations such as perceiving risk
associated with entrepreneurial activities impact unfavorably the intent
to start own business. Prior research has revealed that the attitude
towards entrepreneurship are influenced by silent beliefs with regards to
autonomy, authority, economic opportunity, and self-realization
(Kolvereid & Isaksen, 2008), independence, self actualization and
financial success (Fretscher & Weber, 2013). Attitude towards
independence, income and ownership have been found to be related to
entrepreneurial intentions (Douglas & Fitzsimmons, 2013). Schwarz et
al.(2009) found that the intention to start a business is influenced by
students attitudes towards entrepreneurship, change, money, and their
perceptions regarding the university support for entrepreneurship while
Saeed, Yousafzai, Yami-De- Soriano & Maffato (2013) reported the
impact of self realization, role and recognition on entrepreneurial
intentions. Individuals can experience the potential benefits or hardships
of being an entrepreneur by observing the consequences of the actions of
other people who are entrepreneurs. This can have a positive or negative
impact on the attitude towards becoming an entrepreneur and also
entrepreneurial intentions (Uxgum & Kasimoglu, 2013; Lapista et al.
2012)
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Perceived Behavioral control

Perceived behavioral control refers to individuals ‘assessment of the
degree to which they are capable of performing a given behavior. It is
determined by control beliefs concerning the availability of factors that
can facilitate or impede performance of the behavior (Ajzen & Cote,
2008). These factors may be external or internal and include the
availability of resources and opportunities, information, skills and
abilities, emotions and compulsions, dependence on others, past
experience with the behavior, secondhand information about the
behavior, observing the experiences of acquaintances and friends and
other factors that increase or decrease the perceived difficulty of
performing the behavior in question (Ajzen, 2012 ). Individuals are more
likely to feel capable of performing the entrepreneurial behavior when it
is approved and positively valued by others in the society (Linan et al.
2013). Malebana (2014) discusses that if a student’s perceives that
starting a new venture would be an easy job then he is going to start in
near future. According to Ramos- Rodriguez, Medina- Garrido, Lorenjo-
Gomez & Ruiz-Navarro (2010), being able to recognize good business
opportunities is related to individuals’ beliefs that they possess the
necessary knowledge and skills to start their own businesses and
knowing other people who are entrepreneurs. Institutions that provide
entrepreneurial support and their services ( whether funding,
information, training, mentoring, or technical assistance ) should be
accessible to ensure success in the efforts to encourage individuals to
start their own businesses. There is also a need to increase or facilitate
opportunities for networking with entrepreneurs, for example, for
information sharing relating to the existence of opportunities.

Subjective Norms

This is the another construct of Ajzen theory and it indicates whether the
individual takes a social pressure could be from family, friends etc. to
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begin his business or not( Malebana, 2014). Linan (2008) rejects the role
of social factors in shaping students entrepreneurial decisions and a
recent study supported this finding and concluded that subjective norms
play the weaker role and cannot be considered as explanatory variable to
determine student’s intentions (Ozaralli & Rivenburgh, 2016). Ahmed et
al. (2010) consider the role of subjective norms only if the family
background is also having entrepreneurial knowledge and experience.
Peng et al. (2012) proposed that there is no doubt that students get
influenced from their social factor but there is no significant role of
family background in shaping student decisions of becoming an
entrepreneur. Subjective norms desire from individual’s beliefs that
significantly others or groups approve or disapprove of performing a
given behavior, or these social referents themselves engage or do not
engage in it (Ajzen, 2005). Significant others may include a person’s
parents, spouse, close friends, co-workers, and even experts in the
behavior of interest. In line with Ajzen’s view, recent researcher
indicates that individuals pressure to perform it and vice versa.

RESEARCH METHODOLOGY

This study is follows descriptive cum analytical research design. The
population for this study was the final year students of bachelor and
master’s level of management stream at Kathmandu. This group of
students was chosen because they were suitable for studying
entrepreneurial intentions as they were facing important career decisions
on completion of their studies. From the population mentioned, a sample
of 95 students was obtained using convenience and purposive sampling
techniques.

This study follows the entrepreneurial intention questionnaire designed
and tested by Linan and Chhen (2006) which was solely designed for
the application of Theory of Planned Behavior (Ajzen, 1991). This
questionnaire was tested and validated in developed and developing
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countries ( lakovleva et al., 2011). The questions for this survey consist
of entrepreneurial intention (four items), the attitude towards becoming
an entrepreneur (five items), perceived behavioural control (seven items)
and subjective norms (three items). The study was mainly concerned
with the description of entrepreneurial intention and the antecedents of
that behavior. The reliability of the measuring instrument was tested
computing Cronbach’s alpha, which was 74%, meaning that it was
reliable for use in this research.

Questionnaires were distributed to the students during their classes.
Students were asked to give their views on the questionnaire in the
presence of the researcher and return them immediately after
completion. The respondents were informed about the purpose of the
research and were asked to participate voluntarily. They were also
assured for the confidentiality of information. This process took only
half an hour time to complete the questionnaire.

Data were analyzed by means of SPSS version 13 computing
descriptive statistics. The tools used to analyze the data were frequency,
percentage, and comparative averages of the perception of male and
female students. The results of the analysis on demographic variables
were 15(16%) males and 80(84%) females. All the respondents were
within the age of 23-26 years of age.
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RESULTS AND DISCUSSION

1.1 Entrepreneurial Intention
The following table shows the responses of students who are

participating in survey in regard to show their intention after their
graduation degree.

Table 1:Entrepreneurial Intention

Statements . Agree
Highl Moderate | Agre | to Not T
Y ly agree |e some | “8¢° of
agree d al
extent
Ready to do 9
anything to be an | 5 30 30 25 5 5
entrepreneur
My  professional 9
goal is to be an | 10 50 30 5 0 5
entrepreneur
Make every effort 9
to start and run my | 20 55 10 10 0 5
own business
Determined to
create a business 9
venture in  the 20 33 40 0 0 5
future
Attitude towards
behavior
Being an
@trepreneur 5 55 30 5 0 9
implies more 5
advantages  than
disadvantages  to
me
Career as an 20 50 25 0 0 9
entrepreneur Is 5
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totally attracted to

me

Provided

opportunity  and 9
resources  would | 25 45 25 0 0 5
like to start a

business

Amongst  various

options, [ would 9
rather be an > 33 33 13 > 5
entrepreneur

Being an

eptrepreneur would 10 40 30 10 5 9
give me  great 5
satisfaction

Perceived

behavior control

Start a business 9
and keep it 0 45 25 25 0 5
working would be

easy for me

Able to control the 9
creation process of | 5 45 30 15 0 5
a new business

Have complete

control over the 9
situation if I start > 33 30 15 10 5
and run a business

Prepared to do 9
anything to be an | 5 20 55 10 5 5
entrepreneur

Know all about the

necessary practical 9
details needed to > 30 25 30 > 5
start a business

Easily start and run | 5 25 40 20 5 9
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a business 5
Tried to start a

business high 9
chance of being | >0 33 > > 5
successful

Subjective norms

Friends would 9
approve of the | 10 35 40 10 0 5
decision to start a

business

Family would

approve of the 9
decision to start a 10 4 35 > 0 5
business

Colleagues would

approve of the 9
decision to start a |5 35 40 10 0 5
business

Source: Author's field survey, 2016

Most of the respondents 90(94%) are agreeing to set up their own
business after graduation which is shown in table no 1. The analysis of
the responses given by the respondents on the various questions
indicated that a majority of the respondents have the intentions to
become entrepreneurs. Analyzing the attitude of the respondents towards
their own business they strongly agreed that being an entrepreneur they
will be more advantageous, business career attracted to them, fully
satisfied with the business career. Further, in analyzing their perception
in regards to their control on business activities, they responded that they
are capable of starting and running their own business from their
knowledge, confidence and commitment. And they are confident to
make their venture successful. In addition, the researcher also asked to
the respondents in relation to the support of their family, friends, and
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colleagues. It is found that their family, friends, and colleagues would
approve for their intention to start their own business.
1.2 Entrepreneurial Intention: Gender Differences

Table 2: presents the responses of students on the basis of gender
differences in regard to entrepreneurial intention of graduates.

Table 2: Entrepreneurial Intention: Gender Differences

Mal Femal
Dependent & Independent e emare

Variables

Mean | N | SD Mean | N | SD

Entrepreneurial Intention 191 |15|0.671 253 |80 |0.801

Attitudes towards behaviour | 2 15103461245 |80 |0.836

Perceived behavior control 1.7 1510946 | 2.83 | 80 |0.928

Subjective norms 2.72 | 15]0.577|2.55 |80 |0.813

Source: Author's field survey, 2016

The table above carries mean values calculated from the responses of
male and female students. The male as well as female students show
their positive intention to start a new business after their graduation. As
depicted n the table 2 the mean values of male students shows their
moderate agreement (1.91) to be an entrepreneur where as female
students strongly agreed (2.53) for the same. In regard to attitude
towards becoming an entrepreneur, the mean values calculated were
2.00 and 2.45 for male and female students respectively. Both the gender
of the students show their common perception i.e. they moderately
agree. Likewise, in relation to perceived behavioral control, values were
1.70 and 2.83 for male and female students in the order. These mean
values as shown above indicated that female students are more positive
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to start a business and also seem more confident to take more risk than
their counterpart male students. In case of support and approval for their
career as an entrepreneur from family, friends, and colleagues, the
computed mean values were 2.72 for male and 2.55 for female.
According to mean values male students are found more comfortable to
obtain the support from family, relatives and friends in comparison to
female students.

In a nutshell, female students expressed the higher level of confidence
in the three cases, i.e. entrepreneurial intention, attitudes towards
behavior, and perceived behavioral control. For subjective norms, male
students are in the comfortable situation.

CONCLUSION

From the discussions above, it can be concluded that entrepreneurial
intention of the students/youth is affected by the attitude towards
behavior, perceived behavioral control, and subjective norms. There is
strong agreement of the Nepalese students who are graduating at
campuses in Kathmandu in regard to the factors affecting
entrepreneurial intentions. Further, it is found that there are no notable
differences between male and female students in perceiving the
influencing factors to entrepreneurial intention. This finding is
consistent with the model of Ajzen (1991) theory of planned behavior,
and conclusions of Linan and Chhen (2006), Karr (1985), and Hart and
Harrision (1992).

Implications

It will have two fold implications i.e. for policy makers, and future
researchers. For policy makers, it will support to frame entrepreneurial
support policies aiming to the young citizens studying in higher level
institutions. The future researchers are requested to conduct their
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researches with large samples, applying the more sophisticated statistical
tools. It will support to the academicians to frame the syllabi regarding
new venture creation, development, and survival in the country like
Nepal.
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Abstract

Gross Domestic Product (GDP) is one of the determinants of country’s
economic growth. This study intends to analyze the factors that affect the
GDP of Developing Countries whereby Nepal is selected as a
representative. The secondary data is taken as the analysis of the study.
The most common GDP trend is fluctuated with periods of acceleration
and deceleration. Some occurrences of unconditional decline are
afterwards plagued by further growth. Developing county’s GDP is
confused and unbalanced, with regular and deep unconditional GDP
falls and booms. Nepalese GDP as a developing country is influenced by
Consumption (Government Final Expenditure and Household Final
Expenditure) and Exports. Investment sector have to be encouraged for
its impact on GDP be realized including stimulation of industrialization
at country level. Problems such as increase in oil prices, power
shortages and political instabilities are a distinctive source of GDP
sinking in developing countries which require abruptly solution.

Key words: GDP, GNP, national Income, economic activity,
sustainability

INTRODUCTION

The Gross Domestic Product (GDP) is the value of all the final goods
and services produced in the domestic economy in a given year. GDP
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(and its derivatives) is a measure of economic activity actually. The
idea, in a nutshell, is that improvement in per capita GDP is a useful
synoptic measure of how well a society is doing. It measures the
aggregate of economic activity within a country. More economic activity
generated for whatever purpose — building prisons or schools, spending
more on health care, whether or not it’s medically beneficial — raises
GDP. Furthermore, GDP statistics are widely used for comparing
economic performance of developing countries.

Gross domestic productis the best way to calculate a country's
economy. GDP is the total worth of all produced by everyone the people
and companies in the country. It doesn't matter if they are citizens or
foreign-owned companies. If they are located within the country's
boundaries, the government counts their production as GDP. Gross
domestic product (GDP) is the monetary value of all the finished goods
and services produced within a country's borders in a specific time
period. Though GDP is usually calculated on an annual basis, it can be
also calculated on a quarterly basis as well.

Gross domestic product (GDP), total market value of the goods and
services formed by a country’s economy for the period of time. It
includes all final goods and services that are; those that are produced by
the economic agents located in that country regardless of their
ownership and that are not resold in any form. It is used throughout the
world as the main measure of output and economic activity.

STATEMENT OF THE PROBLEM

In the modern economy, it has been found that, higher level of GDP
does not measure the happiness or wellbeing of the population of the
country. The background of the research is that GDP does not capture
the wellbeing of the society. It has been found that, GDP is the best
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measure of the economic growth of a country. It is widely known that,
when the GDP of a nation grows, the economy is considered to be
growing. It also helps in the comparison of economic performances of
the economy. For example, the GDP of UK was $2.85 trillion in 2015,
while that of U.S.A. was $17.95 trillion in 2015. Hence, it can be said
that the economy of U.S.A. was growing a lot ahead of UK in 2015
(Decancq and Schokkaert, 2016). However, there are several criticisms
of GDP such as GDP does not capture the well-being of the nation; GDP
measures the value of production, which contributes to the negative
externalities generated from that activity.GDP calculates the growth in
economic activities within the nation, but does not calculate the amount
of gains going out of the country or stays in the country; and the
maximization of GDP per capita does not take into account the equality
of benefits distribution in the country.

The concept of Easterlin paradox comes to mind. According to Richard
Easterlin, high level of GDP per capita of a country does not reflect the
level of happiness of the citizens. An economy may witness a high level
of growth, but at the same time, if there is degradation of the
environment, it would generate a negative impact on the society, which
reduces the well-being of the citizens. It says, even if the people get
higher income, that does not mean they are happy (Easterlin ez al. 2010).

It is said that money cannot buy happiness. The level of happiness is
related to the cost of living and well-being of the society. The income of
a person leads to emotional wellbeing and an individual’s quality of life.
However, there is diminishing marginal utility of income. After the
income level reaches the peak, the utility from income starts declining
(Fahey 2015). Hence, higher income does not lead to higher level of
happiness.
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OBJECTIVE OF THE STUDY

The specific objective of the study is to analyse the positive and negative
impact of GDP in an economic activity.

MATERIAL AND METHODS

The present paper follows the descriptive research design with
secondary sources of data, obtained from various research reports,
research journals, government recods books and web sites. No any
advanced statistical tools have been applied for analysing the data.

RESULTS AND DISCUSSION

Nepal’s overall economic activity has been encouraging in fiscal year
2016/17. Economic activities have expanded due to favorable monsoon,
increase in capital expenditure, energy management, and improvement
in investment environment including overall supply situation. As a
result, gross domestic product (GDP) at basic price is estimated to grow
by 6.94 percent in the current fiscal year. This growth rate is the highest
since FY 1993/94. Such growth rate was 0.01 percent in the previous
fiscal year. The economy that contracted due to the earthquake and
disruption in border points is in the stage of recovery and expansion.

Agriculture and non-agriculture sectors are estimated to grow by 5.29
percent and 7.74 percent respectively in FY 2016/17. Such growth rates
were 0.03 percent and 0.16 percent in the previous fiscal year. Likewise,
service sector and industrial sector are estimated to grow by 6.9 percent
and 10.97 percent respectively in the current fiscal year.

Nepalese economy is in the stage of structural transformation as the
share of service sector is increasing while that of agriculture sector is
decreasing. The shares of agriculture and non-agriculture sectors to GDP



THE JORNAL OF ACAMEMIC DEVLOPMENT VOL,5, FEB, 2017 40

are estimated to remain at 29.37 percent and 70.63 percent respectively
in fiscal year 2016/17.

GDP fails to capture human well being

From the data source i.e. Economic Survey of we came to know that
economic activities does affect the GDP of a country. From the
economic survey of Nepal we can see that last year i.e. 2015/16 real
GDP has 0.01% and current year i.e. 2016/17 has 6.94per cent which
shows economic activities changes per year. But it does not mean that it
will capture human well being.

When GDP increases, human well being also does not increase because
GDP only counts goods that pass through official, organized markets, so
it misses home production and black market activity. Because many
factors that contribute to people's happiness are not bought and sold,
GDP is a limited tool for measuring standard of living. As happiness are
more difficult to measure.

GDP includes i.e. spend on environmental protection, healthcare, and
education, but it does not consist of genuine levels of environmental
cleanliness, health, and learning. GDP includes the price of buying
pollution-control tools, but it does not deal with whether the air and
water are in fact cleaner or dirtier. GDP includes spending on medical
care, but it does not deal with whether life expectancy or infant mortality
have risen or fallen. Similarly, GDP counts spending on education, but it
does not deal with directly how much of the population can read, write,
or do basic mathematics.

As it is known that, GDP also counts bads as well as goods. When an
earthquake hits and requires rebuilding so, GDP increases. When
someone gets sick and money is spent on their care, it's counted as part
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of GDP. But nobody would argue that we're better off because of a
destructive earthquake or people getting sick.

GDP makes no modification for leisure time. Let's visualize two
economies with identical standards of living, but in one economy the
workday averages 12 hours, while in the other it's only 8 hours. Which
country would you rather live in? Obviously, it is assumed that 8 hours
one but this means that that one economy is well being.

GDP also includes production that is exchanged in the market, but it
does not cover up production that is not exchanged in the market. For
example, hiring someone to clean house is part of GDP, but doing these
tasks myself is not part of GDP.

GDP isn't adjusted for pollution costs. If two economies have the same
GDP per capita, but one has polluted air and water while the other
doesn't, well-being will be different but GDP per capita won't capture it.

In Nepal, earthquake strike on 25th April, a Post Disaster Need
Assessment (PDNA) Report stated that the earthquake lowered GDP
growth by over 1.5 per cent from an estimated 4.6 per cent in a no
earthquake scenario in FY 2015-16. Here, GDP increases but fails to
capture human well being. Many people died, became homeless and
suffer from poverty and hungry too.

GDP only registers positive achievement of economic activity

Economic activity includes the production, distribution and consumption
of goods and services at all levels within a society. GDP is one way of
assessing economic activity, and the degree of current economic activity
and forecasts for its future level can significantly impact business
activity and profits, as well as inflation and interest rates. When
economic activity increases then GDP also increases which leads to
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improve human well being, living standard, reduction in poverty,
education, health, improved technology, infrastructure, and so on.

As economies continue to experience growth, the amount that is spent
on infrastructure such as transportation networks, communication,
electricity, gas, water supply as well as various technologies has also
increased. This has in turn led to an improvement in living standards of
the people in general, and has also led to further increases in economic
growth (Barro and Sala-i-Martin, 2004; Canning and Pedroni, 1999).

So, GDP only register positive achievement of the economy activities as
shown by some writers. Although it has negative that includes: health
challenges, increase pollution, increase in income equality and so on
which are not register by GDP respectively.

GDP may or may not stay within the country

GDP measures the increase in economic activity. But it may be stay or
not does not measure. GDP measures but does not sustainable for long-
lasting. In context to Nepal, economic activities include agriculture,
industry and service sectors. Agriculture annual change varies i.e. last
year it was -0.01percent and current year it increases to 5.32 percent
which does not sustain, changing up and down. Similarly to industry in
the last year it has -6.45 percent and current year it has 10.97 percent,
for service last year it has 2.06percent and current year it has 6.9
percent.

Through this report we can say that economic activities increases than
last year but it fails to reflect how much of that economic gain stays
within that country. Because many foreign investor invest or provide
services to Nepal country which is good for increases in economic
activity, here the actual economic gain does not stay within the country.
GDP only measures positive achievement of the country.
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Growth sustains growth like a snowball collects more layers as is rolls
down a snowy hillside. In the short term, the benefits of economic
growth are many: the more that businesses and nations grow and profit,
the more individuals have jobs, resources and quality of life. But in long
term, it does not sustainable. Recent news 2018 i.e. Nepal Country has
become no.l in Remittance around the world, which certainly increases
the GDP but it may stay or may not stay within the country.

Per Capita GDP does not sustain

From the data source i.e. Economic Survey of Nepal. In the FY 2015/16,
per capital income of a Nepali has risen by 4.6 percent in the market
price to Rs 80,921. In the previous year, it was Rs 77,790. Although
income of a normal person has decreased in margin rate, per capital
income of an individual in market price has increased by Rs 3842 than
previous year due to the high inflation rate.

However, in US dollar term, per capita income has decreased by USD
900 to USD 766. It was USD 775 in FY 2015/16. Due to devaluation of
Nepali currency in compare to USD, per capita income has decreased in
USD term. Before five years, per capita income of a Nepali was USD
708.

The economic survey shows contribution of 34 percent from agricultural
sector while industrial sector has contribution of 14 percent in the
economy which is in decreasing trend since some years. The remaining
part of economy has been contributed by service sector as per the
economic survey.

The survey predicts of 6.3 percent decrease in industrial sector and 2.7
percent decrease in service sector in the current FY in the non-
agricultural sectors. However, it predicts increase of 1.1 percent in the
agricultural sector. In the last FY, the growth rate of industrial and
service sector was 1.5 and 3.6 percent respectively.
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CONCLUSION

It can be concluded that it needs to find out the effectiveness of GDP as
a measure of wellbeing and the difficulties that the conventional GDP
posses as evaluating the happiness of the people. GDP does not measure
the wellbeing of the society but it needs to be finding out the relevance
of the difficulties of using GDP for evaluating the well being of the
nation. It is found that GDP only register positive achievement of the
economic activities.
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Abstract

This paper analyzes working capital management efficiency and its
influence on profitability of Nepalese manufacturing firms for fiscal
year 2005/06 to 2014/15 using descriptive and causal comparative
research design. The net trade cycle (NTC) isused to measure working
capital management efficiency.  Profitability on assets (PA) and
profitability on sales (PS) are dependent variables of this study. The
working capital management efficiency related variables such asNTC,
total current assets to current liabilities ratio (CR) and total debt to
total assets ratio (DR)are considered as explanatory variables.The
result of this paper reveals that both profitability on assets and
profitability on sales are negatively related with NTC which implies
that lower the NTC increases profitability of Nepalese manufacturing
firms. Further, regression result of the study shows that total debt to
total assets ratiohas negative and statistically significant impact on
both profitability on total assets and profitability on sales. The finding
of this paper concludes that less use of debt increases profitability of

Nepalese manufacturing firms.
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INTRODUCTION

Working capital is the capital for day to day smooth operation of
business activities. It is the capital for managing short-term or current
assets such as cash, marketable securities, receivables and inventories.
Net working capital is the excess of current assets over the current
liabilities of a firm. In another word, it is long-term sources of
financing for managing short-term assets.Working capital is essential
for smooth operation of a businessactivities. It is a financial yard-stick
which represents operating liquidity available to a business firm and it
depicts short-term financial health of the firm.

Decisions relating to working capital or financing for managing short-
term assets are referred as working capital management. Working
capital management (WCM) isconcerned with decisions regarding to
current assets and current liabilities. In another word, working capital
management is the process of managing cash, inventories, accounts
receivable, and accounts payable.Van Horne (1977) stated working
capital management as the administration of current assets in the name
of cash, marketable securities, receivables and inventories. WCM is an
important aspect of a firm because of its effects on firm's profitability
and risk and consequently on its value (Smith, 1980). The fundamental
principles of working capital management are to minimize in capital
employed and to improve efficiency in use of cash, inventories,
receivables, and payables. Firms can minimize risk by prudent working
capital management. The sound working capital management has vital
role in maintaining optimum size of cash,inventory, receivables, and
payablesefficiently for dayto day operation of various activities. The
optimization of working capital minimizes working capital financing
requirements and maximize revenues and wealth of the firm. Smith
(1973) observed that a large number of business failures have been
attributed due to inability of financial managers to plan and control
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current assets and current liabilities. It has long been recognized that
the efficient management of working capital is crucial for the survival
and growth of small firms (Grablowsky, 1984).

Working capital management is a yardstick to measure firm’s
operational and financial efficiency. The sound and effective working
capital management system increase earnings of a firm. The
management of a firm should prepare strategic and operational plan
and efforts should continuously be made to improve its working capital
position. The sound working capital management yields greater
efficiencies of the firmwhich leads to improve customer satisfaction.
The issue about why working capital management is significant for a
firm is focused on the relationship between working capital
management efficiency and firm’s profitability. The efficient working
capital management includes planning and controlling of current assets
and liabilities to avoid excessive investments in current assets. The
cash conversion cycle (CCC) is usually used as an indicator of
efficiency measure in working capital management. Cash conversion
cycle of a firm is the length of time period during which money is
transferred to goods and again to money. It is the time lag
betweenexpenditure for the purchases of raw materials and the
collection of sales of finished goods. The longer CCC requires larger
size of investment in working capital. A longer cash conversion cycle
might increase sales and it leads to higher profitability of the firm.
However, firm’s profitability might also decrease with longer cash
conversion cycle if cost of investment in working capital rises faster
than the benefits of holding more inventories and /or granting more
trade credit customers because of more investment in working capital.
Deloof (2003) argued that more cash conversion cycle of a firm
extends more financing of working capital. In one aspect, extension of
CCC can increasesales and results to increase profits of the firm. But in
another aspects, extension of CCC need more working capital
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financing in parallel and brings an additional financing cost and
reduces profitability of the firm.

The previous theoretical and empirical studies show that working
capital management efficiency is an integral part of the overall
corporate strategy to create and maximize shareholders’ value in the
firm. The way in which working capital is managed can have a
significant impact both on liquidity and profitability of the firm. The
decisions that tend to maximizes profitability may not to maximize
liquidity. Equally, focusing entirely on liquidity tends to reduce the
potential profitability of the firm. Working capital management affects
profitability of the firm, its risk, and value (Smith, 1980). The efficient
management of working capital is an important component of general
strategy aiming at increasing market value of a firm (Deloof, 2003;
Afze & Nazir, 2007). Filbeck and Krueger (2005) stated that success of
a firm depends on its financial manager’s efficient management ability
of cash, inventories, receivables, and liabilities (Filbeck & Krueger,
2005).In the empirical studies administered by Shin and Soenen
(1998), Deloof (2003), Raheman and Nasr (2007) and Teruel and
Solano (2007) revealed that there is a negative relationship between
cash conversion cycle and profitability of a firm. The major elements
of cash conversion cycle such as cash, inventories, short-term account
receivables and short-term trade liabilities should properly be managed
through more efficient working capital management to maximize
profitability of the firm.

Al-Mwalla (2012) examined the impact of working capital
management policies on firm’s profitability and value and revealed a
negative and significant relationship between aggressive working
capital policy and profitability showing the excessive reliance on short-
term debt may lead to liquidity problems. There is a negative
association between working capital management efficiency and
profitability of US hospitals (Rauscher & Wheeler, 2012). Kaur and
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Singh (2013) stated that working capital management involves firm’s
cash, receivables, inventories and payables in a manner that maximizes
firms’ profitability. In the study of corporate governance on working
capital management efficiency of American manufacturing firms, Gill
and Biger (2013) revealed a significant positive relationship between
working capital management efficiency and profitability of US
manufacturing firms. Kroes and Manikas (2014) analyzed cash flow
management and manufacturing firms’financial performance and
argued a non-significant relationship between working capital
management and profitability of uUS manufacturing
firms.Wasiuzzaman (2015) studied on working capital practices of 192
Malaysian companies using ordinary least square regression approach
and concluded that working capital efficiency significantly increases
business values for financially constrained firms rather than financially
non-constrained firms.

In the study of working capital management, Emery (1984) argued that
trade credit is an incentive for customers to obtain merchandise at
times of low demand which is agreed to ensure that services based on
contractcarried out. Smith (1980) revealed that 20 percent firms that
invest heavily in inventory and trade credit can suffer and reduce their
profitability. In addition, larger investment in inventories reduces risk
of a stock-outproblems and increases profitability. Suppliers may have
significant cost advantages over financial institutions in providing
credit to their customers and can be an inexpensive source of credit for
customers (Petersen and Rajan, 1997). Trade credit can act as an
effective price cut and granting credit favors firm’s sales in various

ways. In one hand, delaying payments to suppliers allows a firms to
measure the quality of productsand it can be inexpensive and flexible
source of financing for the firm. On the other hand, late payment of
invoices can be very costly if the firm is offered a discount for early
payments.Beaumont and Begemann (1997) highlighted that the major
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concepts of working capital management are related with profitability
and liquidity of the firm. Further, authorsargued that there exists a
trade-off between profitability and liquidity. Thus, the relationship
between working capital and profitability helps to understand the
relationship between profitability and liquidity.

Working capital management should focuses at maintaining a balance
between liquidity and profitabilitywhile conducting daytoday business
operations of a firm. Deloof (2003) revealed that sound working
capital management has a significant impact on profitability and
liquidity of the firms. This result implies that there should be
theoptimal level of working capital requirements which maximizes
returns of the firm. Lazaridis and Tryfonidis (2005) stated that small
firms focus on inventory management and firms with low profitability
focus on credit management. Padaehi (2006) emphasized that the
management of working capital is important to the financial health for
all sizes of businesses firms. This importance is centered on two
reasons: (a)amount invested in working capital is often high in
proportion to the total assets and it is essential to be used in an efficient
way, (b) management of working capital directly affects liquidity and
profitability of the firm and consequently effects on itsnet worth.
Ganesan (2007) suggested that the firms in less competitive sectors
should focus to reduce cash conversion for minimizing receivables,
while the firms in more competitive sectors should increase cash
conversion cycle to have a relatively higher level of receivables.

The previous empirical studies in the financial literature shows that
working capital management efficiency increases free cash
flowandincreases growth opportunities of firmswhichleads to
maximize values and returns to shareholders of the firms. Even though
firms traditionally are focused on long-term investment and financing
(capital budgeting and capital structure), but, recent trend shows that
many firms are focusingto increase efficiency on working capital
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management. Results of empirical analysis of prior studies show that
there is statistical evidence for a strong relationship between working
capital management efficiency and firm’s profitability.

The remaining section of this paper is organized as follows: Section
two deals with measures of working capital management efficiency.
Section three covers research methodology. Section four of this study
deals with data analysis and results.Finally, section five summarizes
the conclusion of the study.

Measures of Working Capital Management Efficiency

Financial manager’s key role is in generation of cash flows and to use
them to generate profit of a firm. Cash flows are the life blood of
business firms and if firms are able to generate more cash inflows are
able to make more profit. If firms have more cash inflows and profits
they can survive in the market and if not, firms may be in financial
distress and ultimately become bankruptcy and finally they will be
liquidated. Thus, sound working capital management decision of a firm
generates more cash flows and helps to increase profitability and
reduces risk of the firm. The working capital requirement of a firm is
determined based on cash conversion cycle. The cash conversion cycle
shows the working capital management efficiency of the firm.

Cash conversion cycle is time difference between cash payment for
raw materials and collection for sales. It refers the time span between
disbursing and collecting cash of a firm. The cash conversion cycle
focuses on the time between payments made for materials and labor
and payments received from sales. It is difference between operating
cycle and payment periods. It is determined as sum of length of
holding period of inventory (inventory conversion period) plus average
collection period (receivable conversion period) minus average payable
period (payable deferral period). Inventory conversion period is



THE JORNAL OF ACAMEMIC DEVLOPMENT VOL,5, FEB, 2017 53

calculated as days in a year divided by inventory turnover, receivable
conversion period is determined as days in a year divided by receivable
turnover and payable deferral period is computed by days in a year
divided by payable turnover. In the study of estimating corporate
liquidity requirements, Gitman (1994) introduced cash conversion
cycle concept as a crucial element in working capital management to
measure the working capital management efficiency.

Working capital requirement of a firm depends on its cash conversion
cycle. A firm can make larger sales with a liberal credit policy which
extends receivable conversion period as well as the cash conversion
cycle. The longer cash conversion cycle may result the higher
profitability through higher level of sales. However, the traditional
view of the relationship between cash conversion cycle and corporate
profitability argued that a longer cash conversion cycle hurts the
profitability of the firm because of more cost of investment in
receivables. The relaxed credit policy require more investment in
working capital. The purchase on trade credit reduces in working
capital requirements because accounts payable are used as short-tern
sources of financing. The requirement of working capital, sales and
profitability are directly affected by the size of inventories of the firm.
Both larger inventory and liberal credit policy require more working
capital financing and may lead higher sales which results higher
profitability. The working capital management decision relating its
major components such as inventory, receivables and payables affects
length of cash conversion cycle, working capital requirement, level of
sales and profitability. Thus, working capital management efficiency of
a firm is determined based on cash conversion cycle.

Weighted cash conversion cycle and net trade cycles are two major
concepts of cash conversion cycles commonly used for measuring
working capital management efficiency. The concept of weighted cash
conversion cycle (WCCC) is developed by Gentry, Vaidyanathan and
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Lee (1990). The weights are calculated by dividing the amount of each
tied up in each component by final value of the component. The
weighted cash conversion cycle considers both number of days and
amount of funds that is tied up at each stage of cash conversion cycle.
Another key measure of working capital management efficiency is net
trade cycle (NTC). It is equal to cash conversion cycle where all
components inventory, receivables and payables are expressed as
percentage of sales. NTC actually indicates the number of days sales of
a firm which has to finance its working capital under ceteris paribus
conditions. Net trade cycle is commonly used to make an easy
estimation in determining additional financing needs for working
capital requirements to meet projected sales of the firm.

In this paper, length of firm’s NTC is used as a measure of working
capital management efficiency. The NTC is also closely related with
the issue of shareholders’ value creation in the firm. The shorter NTC
results the higher present value of net cash flows generated by assets
and thus, leads higher value of the firm for its shareholders. Likewise,
the shorter NTC represents more efficient in managing its working
capital of the firm which lower the need of external financing and it
results higher financing performance. Thus, inverse relationship
between firm’s NTC and its profitability is expected.

RESEARCH OBJECTIVES

The basic objective of this paper is to analyze the relationship between
working capital management efficiency and profitability of Nepalese
manufacturing firms.
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RESEARCH METHODOLOGY

Research Design

This paper has applied descriptive and causal comparative research
design to analyze the relationship between working capital
management efficiency and profitability of Nepalese manufacturing
firms. This study attempts to describe the impact of working capital
management efficiency (net trade cycle, current assets to current
liabilities ratio and total debt to total assets ratio) on firm’s profitability
(both profitability on assets and profitability on sales). This paper
follows descriptive and regression analysis. In this study an attempt
has been made to establish the magnitude and direction of relationship
between working capital management efficiency and profitability of
Nepalese manufacturing firms. Thus, this paper has adopted correlation
analysis. Moreover, this study has also adopted regression analysis to
determine the effect of net trade cycle (NTC), current assets to current
liabilities ratio (CR), and total debt to total asset ratio (DR)on
profitability on assets (PA) and profitability on sales (PS).

This paper has used Pearson correlation analysis to observe the
relationship between working capital management efficiency and
firm’s profitability. Furthermore, this study has also employed cross
sectional regression models to test the effects of working capital
efficiency on profitability of manufacturing companies in the context
of Nepal. Ordinary least square (OLS) method of regression is used to
estimate regression line to examine the effect of working capital
management efficiency on firm’s profitability to analyze their
relationship. The OLS is used because it minimizes errors between
estimated points and actual observed points of the estimated regression
line.
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Nature and Sources of Data

This paper uses secondary sources of data. For secondary data set,
necessary information is collected from periodical reports and
statements published by Security Board of Nepal (SEBON), Nepal
Stock Exchange (NEPSE) and financial statements of respective
sample firms covering the period of ten years from fiscal year 2005/06-
2014/15.

Population and Sample

In this study, total listed companies in the NEPSE till Mid-July 2015
are considered as population. Out of total population by the end of
fiscal year 2014/2015, 13 firms out of 18 listed manufacturing
companies are selected as sample. Total 121 observations are used to
analyze relationship between working capital management efficiency
and firm profitability of manufacturing companies in Nepal. The data
required for this study are collected from report of SEBON and
individual financial statement of the sample firms. List of sample
manufacturing firms used in this study is presented in Appendix.

Analytical Tools

The collected data are processed and analyzed based on software SPSS
(version 20), and MS-Excel. In this paper, correlation analysis,
regression analysis along with t-test, F-test, and Adjusted R* are used
for the analysis data to examine the relationship between working
capital management efficiency and firm profitability.

Variables

In this paper, profitability on assets (PA) and profitability on sales (PS)
are firm profitability and considered as independent variables. The PA
is computed as percentage of net operating income plus depreciation
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on total assets. The PS isdetermined as percentage of net operating
income plus depreciation on total sales. The prior theoretical and
empirical studies have observed several factors that affect firm
profitability. In this paper, net trade credit (NTC), total current assets
to current liabilities ratio (CR) and total debt to total assets ratio (DR)
are considered as explanatory (independent) variables. The variables
used as profitability and working capital management efficiency of this
study are computed as follows:

In this study, working capital efficiency is measured by net trade cycle
(NTC) and it is calculated using equation 1.

NTC = (Inventory + AccountsRe ceivable — AccountsPayable) * 365

(1)

Sales

In this paper, firm’s profitability on total assets and profitability on
sales are calculated using equation 2 and equation 3 respectively.

Profitability on assets (PA) = (NOI + Depreciation) 2)
Total Assets

Profitability on sales (PS) = (NOI + Depreciation) 3)
Net Sales

Where,
NOI refers net operating income of sample firms.

In this study, to show the relationship between current ratio and
profitability as well as between debt ratio and profitability, current
ratio anddebt ratio are estimated using equation 4 and equation 5
respectively.

Current ratio (CR) = Total Current Assets “)

Total CurrentLiabilities
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Debt ratio (DR) = _TotalDebt (5)
Total Assets

The Model

The multiple regression models of equations 6 and 7 are used to
analyze the influences of explanatory variables on profitability of
Nepalese manufacturing firms.

Profitability on assets (PA)=ay+ ; NTC + B, CR + B3 DR + ¢,...(6)
Profitability on sales (PS)=ay+ B NTC + B, CR + B3 DR + &,...(7)

Where,
opis the coefficient of constant or intercept term, P, B, &Ps, are
coefficient of explanatory variables and [Jis error term.

DATA ANALYSIS AND RESULTS

This section of the paper attempts to analyze data associated with
working capital management efficiency and its factors affecting firm’s
profitability. This study deals with working capital management
efficiency, current ratio, debt ratio and their effect on firm’s
profitability to observe and analyze the relationship among these
variables. Correlation and regression analysis under causal
comparative research design are applied to analyze and explore the
effect of working capital management efficiency on corporate
profitability in Nepalese manufacturing firms.

Correlation Analysis

This paper has used net trade cycle, current ratio and debt ratio to
analyze profitability of Nepalese manufacturing firms. In this study,
Pearson’s correlation coefficient is used as measure the linear
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association in explaining the direction and magnitude of relationship
among net trade cycle (NTC), current ratio (CR), debt ratio (DR)and
firm’sprofitability i.e. profitability on assets(PA) and profitability on
sales (PS). Table 1 presents correlation coefficient of variables to
explain relationship between firm’sprofitability and its explanatory
variables during the study period.

Table 1

Correlation Coefficients of Corporate Profitability and Explanatory
Variables

Variables PA PS NTC CR DR

PA 1 089 o4 0284 06580
PS i 1 01265 0397  -0.439%*
NTC i ; 1 0218% -0216
CR i i : 1 0315
DR ! ! ! ] |

Source: SEBON (2005/06-2014/15).
Note: '*' indicates that correlation is significant at 5 percent level, '**' indicates that
correlation is significant at 1 percent level.

Table 1 shows value of Pearson’s correlation coefficient between different
pairs of explanatory variables and firm’sprofitability. The result has exhibited
in Table 1 indicates that profitability on assets (PA) and profitability on sales
(PS) both are positively related with current ratio of the firm but relationship
is not strong. The PA and PS both are negatively correlated with net trade
cycle (NTC) and debt to total assets ratio (DR). The relationship between
NTC and profitability is statistically significant only at 5 percent level. The
results of correlation coefficient shows that both PA and PS are negatively
correlated with debt to total assets ratio and statistically is significant at 1
percent level which implies that use ofless debt in capital structure increases
corporate profitability in Nepalese manufacturing firms.
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Regression Analysis

In this paper, multiple regression models have been used to explain the
relationship between firm’sprofitability and explanatory variables.
Table 2 presents regression results of multivariate regression models
under previous specified equations to explain relationship between
working capital management efficiency and their effect on profitability
of Nepalese manufacturing firms.

Table 2

Regression Relationship of Firm’s Profitability with Explanatory
Variables.

Models Constant NTC CR DR AdjR® F

_pa 0.267 -0.185 0.113 -0.106 oo
Model I’PA(3.936**) (2.438%) (0.531) (-5.284%%) 0.304 16.735
Model 2: PS 0.163 -0.157 0.085 -0.104 0185  12.127%*

(2.685%) (-2.136)  (1.374) (-3.584%*%*)

Source: SEBON (2005/06-2014/15).

Note:  The figures in the parentheses are t-value and asterisk sign indicates that
result is significant level. ’*’ Indicates statistical significance at 5 percent
level, “**’ Indicates statistical significance at 1 percent level. Also reported
are the F-statistics and Adjusted R’.

The first regression model in Table 2 shows positive relationship
between profitability on assets (PA) and current ratio (CR)of Nepalese
manufacturing firms. The regression result indicates relationship
between total current assets to current liabilities (CR) and profitability
on total assets (PA) of firms seems positive but statistically is
insignificant at 5 percent level. The result of regression coefficient
shows that PA is negatively related with NTC and DR. The
relationship between PA and NTC is significant at 5 percent whereas
DRhas negative and statistically significant impact on PA at 1 percent
level of significant. This result is consistent with the findings of
Mayers and Majluf (1984), Rajan and Zingales (1995) and Booth,
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Aivazian, Demirguc-Kunt, and Maksimovic (2001) which implies that
DR has strong explanatory power of profit on total assets in Nepalese
manufacturing firms. This result suggests that Nepalese manufacturing
firms should use less debt to maximize the profitability on total assets.
The adjusted coefficient of determinants (Adj.R?) of the model one is
0.314. Thus, predicting power of the model is 31.4 percent to explain
profitability of Nepalese firms by its explanatory variables. The F-
statistics of model 1 is statistically significant at 1 percent level of
significant which implies that the regression model used in estimation
of profitability on total assets with its explanatory variables is fitness
of the test of the overall model.

Similarly, regression model two in Table 2 shows positive relationship
between PS and CR. The regression result indicates relationship
between current assets to current liabilities (CR) and profitability on
sales (PS) seems positive but statistically is insignificant at 5 percent
level of significant. The result of regression coefficient shows that PS
is negatively related with NTCand DR. The relationship of PS with DR
is negative and statistically significant at 1 percent level of significant.
This result is consistent with the findings of Mayers and Majluf (1984)
and Rajan and Zingales (1995) which implies that DR has strong
explanatory power of profit on sales in Nepalese manufacturing firms.
This result indicates that use of less debt increases profitability on sales
in Nepalese manufacturing firms. The regression result indicates that
working capital management efficiency (NTC) has weak explaining
power of profitability on sales of Nepalese firms. The adjusted
coefficient of determinants (Adj.R?) of the model twois 0.185. Thus,
predicting power of the model two is 18.5 percent to explain corporate
profitability on sales of Nepalese manufacturing firms by its
explanatory variables. This result also supports theexistence of a
negative association between capital structure and firm’sprofitability.
The F-statistics of model two is statistically significant at 1 percent
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level of significant which implies that the regression model used in
estimation of profitability on sales with its explanatory variables is
fitness of test of the overall model.

CONCLUSION

This paper has been attempted to analyze the relationship between
working capital management efficiency and profitability of Nepalese
manufacturing firms using descriptive and causal comparative research
design for the study period 2005/06-2014/15. The result of study
confirms that profitability of Nepalese manufacturing firms is
negatively affected with use of debt in capital structure. This study
reveals that both profitability on total assets and profitability on sales
of Nepalese manufacturing firms are negatively related with the use of
total debt to total assets. The finding of this study supports to the
findings of Mayers and Majluf (1984) and Rajan and Zingales (1995),
and Booth et al. (2001) who revealed negative relationship between
debt and corporate profitability. The result of this study implies that
less use of debt (financial leverage) increases firm’sprofitability in
Nepalese manufacturing companies in terms of both profitability on
assets and profitability onsales. Thus, Nepalese manufacturing firms
should reduce their use of debt (financial leverage) to increase
profitability.This study also concludes that working capital
management efficiency has no significant role in firm’s profitability in
Nepalese manufacturing companies.
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ABSTRACT

The present study entitled ‘A Study on Spelling and Punctuation Errors
Committed by the Eleventh Graders’ attempts to identify, analyze and
interpret the spelling and punctuation errors committed by the eleventh
grade students in writing free compositions. The main objective of this
study isto find out and compare the spelling and punctuation errors of
the eleventh graders, and suggest some pedagogical implications. This
study was mainly based on qualitative data. The population of the study
was 100 students studying in grade eleven of community and
institutional secondary schools of Rupandehi district. Among them 50
students were boys and 50 were girls. After analyzing and interpreting
the obtained data, it was found that the students who were studying in
community schools were poorer in spelling and punctuation in
comparison to the institutional schools’ students. It was found that the
girls committed more errors than the boys. The students were more
confused in spelling, on adverbs, verbs and adjectives and punctuation
error, but the students were more confused in capital letters.

Keywords: spelling, error, punctuation, composition, language,
institutional, community, committed
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INTRODUCTION

Error Analysis is a branch of applied linguistics. It deals with the
erroneous sentences produced by the language learners. Error, in
general, refers to the use of a linguistic item in a way which a fluent or
native speaker of the language regards as showing faulty or incomplete
learning. Error may be in the speech or writing of a second or foreign
language learner. Linguistic item may be a word, a grammatical item, or
a speech act, etc. Error results from incomplete knowledge and mistake
is caused by lack of attention, fatigue, carelessness or some other aspect
of performance.

In learning the first language, the learner's mind, tries to acquire the
information of only one linguistic system and to understand it as the
child is exposed to it all the time. In other, words, at the infant stage, the
child is unconscious and the child’s mind is blank. The child starts
learning his mother tongue as a new language. To begin with he uses
gesticulation, then words, broken sentences and finally complete
sentences for his communication.

At his grown-up stage, he frequently uses his first language without
having knowledge of the grammar. As a result, he often produces
deviant, ill-formed, incorrect or erroneous sentences and so on. But he
can rectify them easily and sometimes can ignore. Such deviations in
language are said to be 'mistakes'.

Corder (1984), states,

From the study of his errors we are able to infer his
knowledge at that point in his learning career and
discover what he still has to learn. By describing and
classifying his errors in linguistic item, we build up a
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picture of the feature of the language which is causing
him learning problems.

Besides, when an error is compared with a mistake, we find that mistake
covers as a whole but an error covers a part of mistake. [t means an error
is a mistake but a mistake may or may not be errors.

James (1998) views, "An error cannot be self corrected, while mistakes
can be self corrected if the deviation is pointed out to the speaker."

As Corder (1984) mentions, a native speaker makes mistakes whereas
language learners make errors.

Similarly, a learner of second or foreign language commits errors in
course of learning a language. Linguists have taken this area of language
for their study and analysis.

Stages of Error Analysis

Error analysis can be seen as a series of successive steps/stages. The
stages of error analysis can be listed as follows:

1. Collection of data for error analysis

2. Identification of errors

3. Description and classification of errors
4. Explanation of errors

5. Evaluation of errors

6. Correction and remediation of errors

OBJECTIVES OF THE STUDY

The specific objectives of the present paper are as follows:

e To find out the spelling and punctuation errors of the eleventh
graders.
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e To compare spelling and punctuation errors committed by the
students.
e To suggest some pedagogical implications.

REVIEW OF EMPIRICAL LITERATURE

An attempt is made in this chapter to review the related literature in
studying the spelling and punctuation errors committed by the students
of grade eleven of community and institutional higher secondary schools
of Rupandehi district. Some research works carried out on the spelling
and punctuation errors by the students of master’s degree in education
but this thesis focuses and followed different problems and methods in
this field. Some of the related literatures concerned with spelling and
punctuation errors which are helpful for the researcher are as follows:

Adhikari (1999) attempted to "Identify and Analyze the Errors in the
Use of Causative Verbs Committed by the Students of Grade Nine of
Gorkha District." He had pointed out the causes behind committing
errors as ignorance of the rule restriction, false concept hypothesized,
and overgeneralization, lack of practice and teaching materials and
negative effect of grammar translation method. He had concluded his
study recommending some suggestions such as use of appropriate
methods and techniques in teaching grammar, contextualizing the
teaching points and comparison of the causative verbs.

Khatri (2001) carried out a research on “A Study of Error in Punctuation
Committed by Tenth Graders.” He had aimed to identify the error in the
use of punctuation marks committed by tenth graders and determine the
frequency of errors. For this research test and evaluation he collected
data through the administrating of the set of subjective test and
evaluated the different punctuation errors. He found that student tended
to commit more errors in the use of punctuation marks in free writing
then in guided writing.
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Chaudhary (2006) analyzed, ‘The Errors Committed by Tharu Students
in Passivization’. He aimed to identify errors in passivization and
sentences of the English made by Tharu students. He took eighty sample
students studying in grade 10 in the schools of Saptary district. He
administered test and collected student's responses. He found that the
Tharu students were not clear to use appropriate tense in the use of
passivation. The students were found to commit more errors in
imperative advice passive rather than imperative command and request.

Poudel (2010) carried out a study entitled ‘A Study on the Use of
Punctuation in Guided and Essay Writing’. The objectives of her study
were to find out punctuation marks used by the students while writing an
essay and compare between the use of punctuation marks in guided
writing and essay writing. Her study was concerned only with essay
writing of grade nine students and comparison was made between essay
writing and guided writing.

The present study is different from above reviewed researches because
nobody has carried out the research on errors committed by eleventh
graders in spelling and punctuation. So, this study is new to deal with
the errors committed by the grade 11 students in spelling and
punctuations. Various research works have been carried out in the field
of errors analysis. Most of them are carried out at in the Department of
English Education the level of syntax. But this study focuses on the
spelling and punctuation errors committed by the eleventh graders in the
half yearly examination paper in free compositions.
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MATERIAL AND METHODS
Study Area

The present study is confined in the Rupandehi district to find the
spellings and punctuations errors committed by the eleventh graders.

Data collection procedure

For collection of data following procedures were adopted:

Population, Sample and Sampling Strategy

The population of the study was the students of grade eleven studying in
community and institutional secondary schools of Rupandehi district.
The sample population was 100 students, ten (five communities and five
institutional) secondary schools were selected randomly among all the
secondary schools of the district. Secondly, 10 students were selected
from each school randomly. Among the 10 students five were boys and
five were girls. The main tools for data collection were the half yearly
examination answer sheets of English subject of eleventh grade. Ten
students’ (five boys and five girls) half yearly examination answer
sheets of English subject were selected randomly by going to the
selected schools.

Analysis and Interpretation Procedure

The main objectives of this study are to find out the spelling and
punctuation errors committed by the eleventh graders. Therefore, the
simple statistical procedure is used in which the collected data were
analyzed and interpreted using various analytical and statistical tools
such as descriptive and tabulation comparison.



THE JORNAL OF ACAMEMIC DEVLOPMENT VOL,5, FEB, 2017 72

RESULTS AND DISCUSSION

Gender-wise Interpretation of Total Errors

The following table presents the gender wise comparison of the total
errors made by the students of selected ten different schools. The
spelling errors committed in verbs, adjectives and adverbs and the
punctuation errors on full stops, commas and capital letters are put in the
table and analyzed in the following ways:

Table No. 1

Gender-wise Interpretation

S.N. | Variables | Sample | Average Total errors | Percent
size total errors

1 Boys 50 5650 1251 22.14

2 Girls 50 5650 1546 27.36

Source: Author’s field survey, 2015

The above table clearly displays that there were equal number of boys
and girls. According to the table, the boys committed less error than the
girls. In percent the boys committed 22.14 percent errors and the girls
committed 27.36 percent errors. This shows that the girls are a bit
weaker than the boys.

Interpretation of the Total Errors on the Basis of School Type

There seems a bit gap between the government aided and private owned
schools. Comparative study of the errors committed by the students from
government aided and private school is given in the following table.



THE JORNAL OF ACAMEMIC DEVLOPMENT VOL,5, FEB, 2017 73

Table No. 2
Interpretation on the Basis of School Type

S. N. | School type Sample | Average Total Percent
size total errors | errors

1 Community 50 5650 1567 27.73

2 Private 50 5650 1230 21.76

Source: Author’s field survey, 2015

Table No. 2 shows that the students of community schools committed a
large number of errors out of 5650 items they committed 1567 errors i.e.
27.73 per cent whereas the students of institutional schools committed a
small number of errors out of 5650 they committed 1230 errors i.e.
21.76 percent.

Thus, it is found that the students of community schools committed
more errors in spellings and punctuations than the students of
institutional schools.

RESULTS

This is the most significant part of the research work. The obtained data
from the research tools are presented, analyzed and interpreted in this
chapter. This part deals with the spelling and punctuation errors
committed by the students of selected schools in verbs, adjectives,
adverbs, full stops, commas and capital letters while writing free
composition. The errors of the students have been presented in different
tables and analyzed on the basis of following variables; holistically,
school-wise, gender-wise, according to school type, and category-wise.

In attempting to answer or reflect upon the research question, a
comparative study of the factual cases of the nature and condition of
spelling and punctuation errors committed during English composition
in half-yearly examination by students of grade 11. The primary source
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of data is collected from students of grade eleven community and
institutional higher secondary schools of Rupandehi district.
Composition works from the half yearly examination answer sheets of
100 students, 50 girls and 50 boys, from 10 schools) has been analyzed
in terms of spelling errors (verb, adjective, adverb) and punctuation
errors (full stop, comma, capital letters).

Keeping in mind the very fact of the nature and outcome of research,
this section may not naturally be the last word on the status of English
composition skills of 1" grader Nepali students. Yet, many years down
the road, it may still provide some useful insights into the subject.

Spelling Errors

While studying the free compositions of the students of selected schools,
it is found that each student’s composition approximately contains 20-30
sentences. On the basis of the 20-30 the researcher came in a conclusion
that the average use of sentences by the students is 25. Therefore, a
student used at least 20 to 40 verbs including to infinitive and clauses.
Hence, the average use of verbs by the students in their free composition
is 30. By reading free compositions of the students and found that they
used average eight adjectives and six adverbs in their compositions.

Punctuation Errors

Each student's composition contains approximately 20-30 sentences. It
means the students use the same numbers of full stops. The average full
stops used by the each student are 25. According to the sample
population, there are 100 students. In this way, 100 students used
average 2500 full stops.

While reading free compositions of the students, I found 12 to 20
commas used by each student. The students used commas to separate
series of words, phrases and clauses. Hence, the average use of commas
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by each student is 16. Hundred students used total 1600 commas
altogether.

In the case of capital letters, the student must use at least equal number
of full stops. Hence, there must be 2500 capital letters. The capital
letters were not only used in the beginning of the sentences. Capital
letters were used with particular types of nouns and in certain positions
in sentences. The capital letters are used in the beginning of a sentence,
the first person personal pronoun, I, names and titles of people, titles of
works, books, movies, months of the year, days of the week, seasons,
holidays, names of countries and continents, names of regions, states,
districts, names of cities, towns, villages, names of rivers, oceans, seas,
lakes, parks etc. In course of reading students’ compositions, I found
more capital letters than the full stops. Approximately, each student used
28 capital letters in their compositions. In this way, hundred students
used about 2800 capital letters.

CONCLUSION

On the basis of presentation, analysis and interpretation of the data, the
major conclusions of the study have been summarized and presented as
follows:

The grade 11 students in Rupandehi district in both community and
institutional schools are found to commit a large number of errors in
spelling and punctuation while writing compositions. The students from
community schools are found to make more spelling and punctuation
errors in comparison to the students from institutional schools. The data
shows that a good composition learning environment does not exist in
these schools, with more emphasis on the processes on learning by rote
than of thought. Students are found not having frequent and varied
compositions practice in the schools. It is found that in English
composition writing the students either boys or girls are found to be
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weak in most schools. A lack of proper planned program to meet the
needs and interests of students is seen in institutional as well as
community schools.

RECOMMENDATIONS

This research is an attempt to find out the errors committed by the
students in the use of spelling and punctuation marks and suggest some
implications for the policy level so that spelling and punctuation aspect
can be given a good place in the school level curriculum and textbooks.
The implications of this research for police level are presented below:

1. Spelling and punctuation exercises should be prescribed in the
school level curriculum and syllabus. Adequate rules and
practice about the use of spelling and punctuation marks should
be included in the textbooks.

2. The teachers who are teaching English in different levels should
be trained about the proper use of spelling and punctuation
marks. So, they should be provided regular training on how to
teach spelling and punctuation effectively.

3. Separate exercises focusing on spelling and punctuation should
be included in textbooks or workbooks.

4. The students of community schools were found to be very poorer
in the use of spelling and punctuation marks than the students of
institutional schools. Therefore, school supervisors should visit
community schools frequently and help them with the problem in
teaching.
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