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From the Editor's Desk
It is with a sense of great delight that I am presenting to you the current issue of
NICE Journal of Business. It is regretted that due to the havoc of the COVID-19
pandemic, we had to combine the two issues of Vol. 15 (Nos.1 & 2), and the
combined issue too has been delayed. The response from the authors and readers
has been overwhelming. With each issue of the journal, we bring to you, the latest
and authoritative insights into the dynamic and fascinating world of business.
In this issue, we have put together one perspective and seven research papers on
topics reflecting diverse interests in the vast field of business. The research papers
pertain to the major areas of business: marketing, banking, finance and stock
market, human resource management and organisational behaviour, and public
governance. They deal with topics, like Indian agriculture: Its performance,
problems, policy, and the on-going farmers' agitation, public-private-partnership
highway projects, impact of foreign portfolio investment on stock market
volatility, consumer purchase-intention for organic food, impact of self-help
groups of microfinance on women's economic empowerment, measurement of
subjective well-being in micro, small and medium enterprises, influence of
consumer satisfaction on their purchase intention, and internal branding in higher
education.
The agricultural sector is impacted by, and impacts, the society, economy, and
environment. Agriculture has been subjected to a benign neglect. Prof. Shrawan
Kumar Singh presents an overview of the Indian agriculture and sets out the
possible changes that will make the overall policy-set fit for the purpose. He states
that there is no silver bullet to fix India's agrarian problems. He emphasises a
policy-set capable of providing the institutions and incentives that this major
sector of the Indian economy needs to meet its formidable challenges.
Prof. Ram Singh seeks to evaluate the performance of the public-private
partnership (PPP) highway projects, as compared to the traditionally-built
highways and to investigate the project delays (time overrun) and cost overrun for
the two types of the projects. His study reveals that while the project execution has
been faster in the case of the PPP projects, the time overrun for such projects has
been significantly shorter than the traditional (government-managed) projects.
The study by Dr. Harvinder Kaur reveals a strong negative relationship between
the FPI net flows into equity, debt and hybrid securities and the Nifty-return
volatility and, between the FPI monthly open interest in derivatives and the IndiaVIX during the 21-year period from January 2000 to December 2020. The higher
the FPI flows, the lower will be the stock-market volatility and, as popularly
perceived, do not have any destabilising effect. The insights provided by the study
will encourage the Indian policy-makers to spur the foreign portfolio investment
without fear.
Organic agriculture safeguards the condition of soils, eco-tourism, and individuals
by undertaking eco-friendly procedures. The study carried out by Aishwarya
Pratap and Prof. H. C. Purohit seeks to examine the consumers' organic food
purchase intention, with the help of the extended version of the Theory of Planned
Behaviour. They have found that in addition to the direct effect on consumer

purchase intention, consumer attitude also mediates the relationship between the
environmental concern and the purchase intention towards organic food.
The rural women in Haryana, who are members of active self-help groups (SHG),
were found enjoying a high level of economic empowerment on selected
indicators, as indicated by the women's economic empowerment index. The study
conducted by Sumesh Kumari and Prof. Surendra Mor seeks to measure the
impact of the SHG-led microfinance on economic empowerment and the total
expenditure of rural women with active SHG membership. They find that the
SHG-led microfinance activities have empowered the rural women to increase
their total spending after joining the SHGs.
Kuljeet Kaur and Prof. H. C. Purohit measure the subjective well-being (SWB) of
employees working in micro, small and medium enterprises (MSMEs) across
Uttarakhand. She concludes that Micro, Small, and Medium Enterprises
(MSMEs) must identify employee well-being at work, to enhance productivity
and, as a result, organisational growth.
Manish Uprety and Prof. P. C. Kavidayal assess the impact of satisfaction on the
consumer re-buying of the FMCG goods in the Kumaun region of Uttarakhand.
They found that the the products, like toothpaste, hair oil, toilet soap, and laundry
detergents used by the consumers in their day-to-day livelihood, have a variance of
satisfaction through product identity, product quality, and product features.
Hardeep Chahal and Parul Chhibber examine the multi-dimensionality of Internal
Branding scale from the perspective of non-teaching staff of top-ranked
management institutes. They have established and validated Internal Branding as a
five-dimensional scale comprising of brand-centred HRM, internal branding
communications, leadership, brand permissibility and workplace spirituality as its
significant dimensions. This scale can potentially be used as a reliable instrument
for measuring Internal Branding in future studies.
The issue also contains review of three books of current interest written by eminent
experts.
I place on record my gratitude to the eminent scholars and authors for their
valuable contribution to the quality of our research journal, NICE Journal of
Business.
Many experts devoted their time and talent in reviewing the papers, by making
critical comments and suggestions for improving their quality. I am deeply
indebted to all of them.
I owe a word of special thanks to Dr. Shobhit Kumar, Chairman, NICE Society;
Kunwar Shekhar Vijendra, Chancellor, and Prof. Amar P. Garg, Vice-Chancellor,
of Shobhit Institute of Engineering and Technology (Deemed-to-be University),
Meerut, for their support to this academic endeavour, intended to promote,
preserve and disseminate business research. In fact, the journal was the brainchild
of Kunwar Shekhar ji, when it was launched in early 2006. Since its inception, he
has taken keen interest in the growth of the journal.
D. P. S. Verma
Editor

INDIAN AGRICULTURE
Performance, Problems, Policy and Farmers' Agitation
Shrawan Kumar Singh
Professor of Economics and Director
School of Social Sciences, IGNOU (Retd.)
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Abstract
Agriculture has been subjected to benign neglect. It is an area in which widely-divergent views have been
expressed by different authors and experts. It is a topic that is suffused with controversy. Over the decades,
successive governments have grappled with the problems relating to agriculture, but agriculture has thus
far been immune to the most well-intentioned policy initiatives. To deepen and widen the agricultural policy
discourse, there is no silver bullet to fix India's agrarian problems. With this backdrop, this paper presents
an overview of agriculture in India and sets out the possible changes that will make the overall policy set fit
for purpose, that is, a policy set capable of providing the institutions and incentives that the sector needs to
meet its challenges. The paper has been organized into five sections: performance, problems, policy,
farmers' agitation, and conclusion.
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I
Performance
Despite severe food shortage at the time of
Independence in 1947, it is significant to note that
in 2021, India emerged as the world's secondlargest food producer—after China—and currently
ranks among the top-ten countries in agricultural
produce exports. Notwithstanding the increase in
production, the paradox is that even in 2021, the
fruits of the success seem largely to have eluded
small and marginal farmers, who account for over
86 per cent of the agricultural community.
Since Independence, India has made significant
progress in agriculture. The Green Revolution of
the 1960s transformed Indian agriculture from lowinvestment subsistence farming to high-investment
modern and commercial farming. This has enabled
India to achieve not only self-sufficiency in food
grains for the growing population, but it has also
emerge as a net exporter of agricultural
commodities. India currently ranks second in the
world in aquaculture production at 4.7 million
tonnes per annum, while China is way ahead at 60
million tonnes per annum. India exported fish
worth Rs.45,000 crore ($61 million) in 2017–18. In
the fiscal year 2020-21, the country exported
seafood worth $5.96 billion and has the potential to
scale up this figure well beyond $6.1 billion
(Rs.4,50,000 crore) in coming years.
Fish production has achieved more growth than all
other areas of agriculture. Fisheries are sunrise
sectors, with varied resources and potential,
engaging over 14.50 million people at the primary
level and many more along the value chain. The
transformation of the fisheries sector from
traditional to commercial scale has led to an
increase in the fish production. The historical
scenario of Indian fisheries reveals a paradigm shift
from marine-dominated fisheries to a scenario
where inland fisheries have emerged as a major
contributor to the overall fish production in the
country.
Meat production and poultry have taken a quantum
leap since 1980, emerging from an unscientific
farming practice to a commercial production
system with state-of-the-art technological
interventions. About 70 per cent of this poultry
2

production is controlled by large companies, which
have slaughter facilities using huge amounts of
water at every stage of production (Majumdar,
2018).
India also ranks first among the world's milkproducing nations. Its annual output increased from
146.3 million tonnes in 2014-15 to 176.35 million
tonnes during the year 2017–18. During the last six
years, India's milk production has been growing by
35.61 per cent and has reached 198.4 million tonnes
in 2019-20 according the Economic Survey.
Dairying has become an important secondary
source of income for millions of rural families and
has assumed the most important role in providing
employment and income-generating opportunities
particularly for women and marginal farmers. The
contribution of livestock to the total GDP has been
around 4 per cent since 1999–00 to date. Milk
production has been booming due to the White
Revolution and Operation Flood, but milk
processing has been lagging.
For small farmers who cannot earn enough income,
allied farming is being promoted. Agriculturebased collaborative schemes include beekeeping,
mushroom production, agro-forestry, and bamboo
production.1
Crop production significantly increased in the first
decade of the present century. Foodgrains
production was 275.7 million tonnes, while pulses
production was 24 million tonnes in 2017–18. India
also witnessed a horticulture revolution and its
production being 305 million tonnes in 2016–17.
The production of fruits and vegetables was 93
million tonnes and 178 million tonnes,
respectively, in the same year (Dev, 2018).
According to the advance estimate released by the
Ministry of Agriculture, India is expected to have
the highest ever horticulture production of 329.86
million tonnes in 2020-21, up by 2.93 per cent over
the previous year overall. Vegetables, spices, and
medicinal and aromatic crops have witnessed
impressive increases in recent years.
In the 1960s, the agricultural growth rate was
around 1 per cent, per annum (Table 1). In other
periods, the growth rates ranged from 2.2 per cent
to 2.7 per cent per annum. In the post-reform
period, the highest growth rate of the GDP from
agriculture was 3.7 per cent per annum from
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2004–05 to 2013–15. The growth rate in agriculture
in the period 2009–10 to 2013–14 was 4.3 per cent
per annum, and around 3 per cent in fiscal years

2018-19 and 2019-2020. This is one of the highest
growth rates recorded in Independent India.

Table 1: Growth rates in agriculture, industry, and services (in per cent)

Source: GoI. 2017. Up to 2014–15. Calculated from National Accounts Statistics for the
Period 2014–15 to 2019–20.
*These are estimated values
The volatility in agricultural growth has been
declining over the years and it was low in the last
decade. In other words, the resilience against
rainfall has been rising for the Indian agriculture
(Dev 2018).
Over the past two decades of the twenty-first
century, the consumption of high-value agriculture
(HVA) products, that is, vegetables, fruits, milk,
poultry, meat, and fish, has risen sharply. The
demand for farm goods that could be supplied
through a subsistence-based production model has
been replaced by the one that needs a commercial
production system. Farmers have responded by
increasingly shifting to the production of the HVA
goods to cater to a burgeoning demand.
Exports in agriculture currently constitute 10 per
cent of the country's exports. Agricultural exports
from India reached US$ 28.09 billion during April
2017-January 2018, with exports of basmati, and
buffalo meat reaching US$ 6.19 billion and US$
6.59 billion, respectively.2
There have been significant transformations in
agriculture and rural areas. The structural change

happened at three levels (Dev 2018):
1. Diversification within the agricultural sector;
2. Diversification from agriculture to allied

activities like livestock and fisheries; and
3. Structural change from agriculture and allied

activities to the rural non-farm sector
In terms of area, the share of nutria-cereals
declined, while the shares of oilseed and fruits and
vegetables increased. In the case of the value of
output in agriculture and allied activities, the shares
of nutria-cereals, and pulses declined, while the
shares of fruits and vegetables, condiments and
spices, livestock, and fisheries rose over time.
There has been the diversification of Indian diets
away from food grains to high-value products, like
milk, meat products, vegetables, and fruits. The
expenditure elasticity for non-cereal food items is
still quite high. The per capita consumption of fruits
and vegetables showed the highest growth
followed by edible oils. Diversification to highvalue crops and allied activities is one of the
important sources for raising agricultural growth.
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The face of rural India has been changing. There
has been a significant increase in some rural
activities, such as rural non-farm employment,
connectivity, public employment, expenditure on
social protection.
Several changes have been
occurring in value chains in the segments of food
processing, cold chains, wholesalers, and logistics
and they impact the linkages. The major change in
the food value chain is the emergence of
supermarkets.
Organic Farming: In India, Organic farming
encompasses various strategies, like abolishing or
reducing the use of synthetic chemicals, growing
multiple crops, using cover crops for ground
recovery. The organic farming sector is multiplying
rapidly. A massive shift has been happening toward
organic farming, both in production and
consumption (Athar, 2019).
Agricultural Credit: The various initiatives taken
since 1991 at the national level have led to a
spectacular increase in credit support for
agriculture. Credit to agriculture, which was just
about 20 per cent of the sectoral GDP in the 1990s
(reform years), had grown to 51 per cent in 2018.
(See I W G 2019 as far as the credit reach in
quantitative terms is concerned.)
All these developments in Indian agriculture are
contributed by a series of steps initiated by the
Government. Many institutional and infrastructural
changes have been introduced.
II
Problems of Indian Agriculture
Problems of agriculture in India are deep-rooted.
Agriculture in India has an image problem. Much
of the agrarian problem has been the outcome of a
massive governance failure by way of denial of
physical, social, natural, and human capital that is
essential to create a conducive environment for
agriculture (Sharma, 2019). Chatterjee and Kapur
(2016) provide an integrated macro overview of the
failings of Indian agriculture.
The political economy problem “is a crucial and
complicated one. Those providing inputs and often
controlling the purchase of outputs remain the
politically-decisive determinant of policy choices
4

and implementation” (Singh, 2017). Productivity
gaps are also related to input price distortions,
particularly those of fertilizer. Agricultural
production and efficiency largely depend upon the
inputs applied and the methods adopted.
The uncomfortable truth is that farm income has
been unviable for a long time now. This has to do
with rising input costs and falling output prices,
inequitable access to water resources and
technological inputs, increasing and intensive
cultivation of cash crops, and a corresponding
decline in productivity. Low-level agricultural
productivity is the lack of advanced farming
technology. Access to technology is heavily
controlled.
Poor farming communities in the country lack the
understanding of modern agricultural methods to
improve productivity (Paul, 2018). An important
reason for low productivity is poor irrigation
facilities. Agriculture, to date, is largely dependent
on the monsoons, failure of which leads to crop
failure. Only 47.68 per cent of gross cropped area
(GCA) is irrigated, and the picture is worse when
one looks at the state-wise share (Shroff, 2019).
Irrigation has become a binding constraint.
Extreme weather conditions like drought and
floods, are becoming more unpredictable and more
frequent. Climate change has become imminent
and, in the long run, it can adversely affect the
productivity of crops.
Cropping patterns get distorted with farmers
growing those crops that fetch a better minimum
support price (MSP). The MSP will also hit
agricultural exports and those based on farm
products.3 Occasionally, prices in the harvesting
period remaining relatively higher due to deficit
production on account of droughts, floods, pest
attacks, and so on.
Another reason farmers are not getting
remunerative prices is the lack of awareness and
poor agronomic practices affecting the quality
standards of their produce. Farmers suffer more in
the marketing of their produce than in producing it.
The challenge is that a good crop does not
necessarily mean that incomes will increase. It has
been observed in the past that excess supplies that
are an outcome of a very good monsoon and crop
lead to a decline in prices, which affects incomes. A
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good harvest is a necessary though not sufficient
condition for a higher income. It is necessary to
distinguish between the production and income of
farmers as the link between them has been severed
(Sabnavis, 2020).
Marketing systems are marked by monopsony or
cartelisation, making genuine price discovery
impossible. India's conventional mandi system,
governed by the Agricultural Produce Market
Committee (APMC) Act (1963), is characterised
by the arthiyas (commission agents) and their high
rates of commission and margins that distort price
transmission. Despite the existence of floor pricebased support, more and more farmers are
becoming debt-ridden and are unable to get
remunerative prices for their produce.
Various challenges both at the macro and micro
level in the agriculture ecosystem are a limiting
factor to increase farm productivity and farm
incomes, especially when the total area under
agriculture has been stagnant for major food grains
since the beginning of the twenty-first century.
However, the fact that almost 70 per cent of
agricultural households did not avail institutional
credit shows that there is much scope for the
banking sector to extend its reach – be it lending for
production purpose (crop loans), investment, or
even consumption purposes. The RBI's Internal
Working Group report (2019) highlights that
agricultural credit has been much too skewed in
favour of crop loans at the cost of the allied
agricultural activities.
Based on very detailed commodity-specific
exercises in all major states, Gulati and Cahill
(2018) claim that Indian producers have suffered a
net negative impact amounting to 14 per cent of
farm receipts on an average from 2000–01 to
2016–17. Seventy per cent of the major agricultural
commodities in India received such low prices
between years 2014–15 and 2016–17. This is in
sharp contrast with the positive producer support of
over 19 per cent in the European Union, about 15
per cent in China, and 9 per cent in the United
States. They have pointed out that domestic
marketing regulations and restrictive agricultural
trade policies, with their in-built bias of controlling
consumer prices, have implicitly taxed the Indian
farmers for almost two decades now, contrary to the

rhetoric of protecting their interests.
In the face of these policy-induced distortions, none
of the support schemes of the government provides
even the minimum support to farmers. External
trade in agricultural goods is heavily restricted. The
private sector's role is looked upon with great
suspicion by policymakers. Sub-optimal quality
standards weigh down Indian agricultural exports
in case there is an economic opportunity in times of
glut.
The traditional paddy-wheat crop rotation has
promoted the use of more and more fertilizers and
also an imbalance in the use of fertilizers. As urea is
heavily subsidized, farmers use it more than what is
required, leading to soil salinity, degradation of
soil, waterlogging, and depletion of micronutrients.
Further, the water needed to absorb fertilizers is
leading to the increased use of tube wells as a
source of irrigation, with groundwater being
further exploited due to free or subsidized
electricity. As more inputs are required to produce
the same output, farmers are experiencing a higher
cost of cultivation.
Agriculture is a state subject and besides Central
schemes, each state has several schemes to revive
the sector. However, the bone of contention is not
the outlays on various schemes implemented for
welfare purposes but rather the outcomes. Had the
schemes served the very purpose for which they
were launched, there would be no agrarian distress
(Shroff, 2019).
Farmers are the sole risk bearers of all the
challenges that arise in the farming cycle. Be it lack
of quality tools, erratic monsoons, or pest
outbreaks, farmers have to face it all without any
risk mitigation among other stakeholders
(Chakravarty, 2018).
State intervention in agriculture is much wider
in scope and extent: This subject is the problems
that hold back agriculture in India from performing
to its potential are many-layered. Ramesh Chand
(2019) has observed that Indian agriculture has
now reached a stage where more the intervention
by the government, the lower will be the growth.
The more the sector is liberalized, the higher will be
the growth rate.
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The bulk of several key material inputs used by
agriculture – surface irrigation, energy for
groundwater irrigation, agrochemicals, and rural
credit – is produced and/or supplied through public
sector organisations. The pricing of all these inputs
is decided and enforced by the government
ostensibly to ensure that they are affordably cheap.
This has been and still remains the overriding
objective of policy. However, according to
Vaidyanathan (2017), there is little justification for
deliberately persisting with the policy.
Indian agriculture suffers from an overweening
government intervention. Be its inputs or outputs,
governments over the years have laid out a
complicated mesh of regulation. Excessive
regulation has hurt not just the agricultural
productivity but also farmers and, eventually,
consumers. Even the breakthrough economic
liberalization in 1991 could barely loosen the
government's stranglehold on this sector.
In short, it is a combination of factors that are
responsible for the problems in agriculture. The
Indian agricultural sector has long suffered a
plethora of structural infirmities that have
contributed to the continuing crisis in the sector.
(Dhar & Kishore, 2021). These problems are partly
policy-induced and partly related to other
inefficiencies in the marketing chain. The problems
of Indian agriculture are complex and interlinked.
III
Agricultural Policy
India's agricultural performance has given rise to a
wide-ranging debate on its agricultural policies.
There is a mismatch between the way the farmers
are perceived by policymakers, the media, and the
general public (Shukla, 2016).
Agricultural policies represent a set of mandatory
regulations, designed to achieve certain objectives.
Farming cannot be left entirely to the play of market
forces. The government will always have a role to
play. Among the most disturbing divides in Indian
agriculture are the sharply alienated perspectives of
those who suffer a problem and those who drive
solutions.
Policymaking in agriculture is beset with several
6

difficulties. Agriculture is largely an unorganized
activity, making it difficult to predict policy
responses with intended objectives. The
information asymmetry poses problems in
predicting outcomes. The overall growth of the
economy is sensitive to fluctuations in agriculture.
As such, the impact of agricultural policies in India
needs to be analyzed in conjecture with other
policies. “A comprehensive policy framework
touching on all areas of policy is required.
Agriculture has its problems and characteristics
which have to shape the policy for it, but it cannot
be decided in isolation” (Nadkarni 1993). A rational
policy is crucial for the agricultural sector.
It is not possible to have a single policy covering all
aspects of agricultural development. As such, for
promoting agriculture as a whole, different types of
policies are required for different sectors.
Agricultural policy formulation in India is very
complex because agriculture is a State subject.
Whereas as some of the related subjects are in the
Union list. The state policies have to be formulated
in consequences with following the national
objectives.
Va r i o u s a g e n c i e s a r e i n v o l v e d i n t h e
implementation of agricultural policy at various
levels. Policies related to agricultural production
are the responsibility of the Ministries of
Agriculture, Horticulture, Irrigation, and Power,
and so on. On the other hand, price-related policies
involve the Ministries of Commerce, Food
Processing, and Agricultural Marketing
Commodity Boards, corporations like the Cotton
Corporation of India (CCI). Credit is one of the
important agricultural inputs, and the RBI,
NABARD, Ministry of Finance, commercial
banks, and Regional Rural Banks are involved in
the implementation. Several central and state
agricultural research institutions and universities
are involved in the knowledge production and
agricultural extension work. Therefore, several
agencies at the Centre and in the state are
responsible for the implementation of various
components of agricultural policy.
In formulating the goals of agricultural policy and
prioritising them, we have to keep in mind that it
has to be primarily a policy for the welfare of
people, particularly the people in agriculture, and
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not one for production and growth per se. However,
growth can be an objective of policy in so far as it
creates income and employment opportunities and
increases the welfare of people, particularly of
those at the bottom (Nadkarni 1993).
It has been observed that India never had a formal
and comprehensive policy on agriculture in the five
decades since Independence. Not that there was no
pronouncement of policy on Agriculture. There
were a quite few. However, a policy statement that
defines the role of agriculture in the overall
economy and its development is conspicuously
absent (Deshpande and Prachitha, 2006).
National Agriculture Policy (NAP) 2000: This
was the first-ever national agriculture policy of
India that sought to actualize the vast untapped
growth potential of the Indian agriculture,
strengthen rural infrastructure to support faster
agricultural development, promote value addition,
accelerate the growth of agribusiness, create
employment in rural areas, secure a fair standard of
living for the farmers and agricultural workers and
their families, discourage migration to urban areas,
and face the challenges arising out of economic
liberalisation and globalisation (GoI, 2000).
National Policy for Farmers 2007: It is better
known as the Swaminathan Commission, which
submitted five reports in December 2004, August
2005, December 2005, April 2006, and October
2006. The Commission submitted its report along
with a draft National Policy for Farmers,
incorporating its recommendations. The
Government of India approved the NPF in 2007. An
Inter-Ministerial Committee (2008) identified 201
points where necessary action was to be taken. Out
of these, 64 related exclusively to the Department
of Agriculture and Cooperation (DAC), another 64
related exclusively to other central
departments/Ministries, and 73 points were
common to the DAC and other departments.
Another IMC was set up to monitor the progress of
implementation of these 201 action points. A
regular monitoring mechanism has also been put in
place to oversee the progress of implementation of
NPF (2007). However, there has been no real effort
to implement its recommendations (GoI, 2014).
Farmers are still struggling to get the remunerative
prices recommended in the NPF.

From 2014 Onward: From 2015, the National
Institution for Transforming India (NITI Aayog)
has fostered greater involvement of the state
governments in the economic policy process and
has constituted a task force on agricultural
development that has the responsibility to
coordinate with the state and union territory task
forces and the central ministries. “Nevertheless, no
sufficiently strong mechanism exists to bring State
and Central level policy-makers together to discuss
problems, design solutions, and monitor
performance. Steps need to be taken to fill this gap”
(OECD, 2018).
India's agriculture policies have had multiple
mandates, including a production imperative
(national food security), a consumer imperative
(keeping food prices low for a large low-income
population), and a farmers' welfare imperative
(large input subsidies and now income support
through the Pradhan Mantri Kisan Samman Nidhi
(PM-Kisan). The tension between these mandates
have resulted in costly, contradictory policies
whose costs has been increasingly borne by
farmers, the government exchequer, and the natural
environment.
Agriculture policies should be framed in the
broader context of natural resource management.
India is a natural resource-constrained country.
Land in India is scarce, and its opportunity cost in
low-productivity agriculture is high.
Simultaneously, the most significant issue for
India's future is water. Agricultural policies to
discourage the overuse and waste of water are
necessary not just for the viability of agriculture but
for the country's very future (Gulati et al., 2020).
Arguably, for political reasons, India's policy has
not been able to evolve from the idea of “farmers'
well-being” to “agricultural household
sustainability” (Majumdar, 2018). Understanding
the issues requires unearthing of the political
economy structure in the internal politics of the
states. Regulations and policies that govern land,
labour, capital, technology, and markets are marked
by rigidities. Policies have largely remained frozen
in time (Sharma, 2018).
The new approach should take a view of agriculture
in the economy as a whole. In the long run, the
solution for the agrarian problem does not lie in
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agriculture alone. The problem warrants several
actions outside the agricultural sector, along with
comprehensive reforms in agriculture.
The solutions, as well as actions concerning
agriculture, tend to get political and fragmented.
They do not lend themselves naturally to a holistic
design by a single agency. In this context, Alagh
(2012) has remarked that “the future of agriculture
is not in the stars”. It is necessary to pull together
the main analyses and place them in a holistic
framework and Indian agriculture will respond to
well-thought-out policy stimuli.”
A visionary plan is needed. The approach should be
to take into account the importance of policy in
driving change. For effective policy, adequate
gatherings of data is an important step, and with this
analyzes evidence on the impact of existing
policies, and accordingly modify or revise policies
to address constraints. India requires an
overhauling of thinking and approach toward
addressing the farmers' challenges, which are
complicated and structural.
The OECD (2018) study concluded that
coordination towards a common vision is vital, so
that shared priorities and policy efforts that respond
to them can be developed. In this respect, efforts
could be stepped up to clarify the roles and reduce
the fragmentation and overlapping in governance
arrangements around policy-making for
agriculture and food.
The pace and sequence of policy need to be
carefully planned. Agricultural transformation has
to be viewed more holistically, in terms of rural
transformation and urban linkages. There is a need
to give a big push to Indian agriculture for
transformation and achieving farmers' welfare
(Dev 2018). This requires radical reform, not bandaid solutions with the “farmer at the centre”.
In sum, agricultural policy is a big agenda item for
the government, and if it is done right, the impact on
farmers and the economy will be huge. An
important ingredient is the joint efforts of the centre
and the states in addressing the problem.

important questions, not just for India but for all
economies struggling to strike a balance between
the market and the state. It is imperative to
understand the background and intentions
underlying the new farm's laws and put their
implications and scope in perspective rather than
being guided by the imaginary, ideological and
vested narratives.
It was the promulgation of the three ordinances by
the Central government on June 5, 2020, that
triggered the agitation. Over 30 farmers' unions
across the country agitating for the recall of three
farm laws. The agitating farmers have received
political support from all opposition parties and the
states ruled by them. The three ordinances were
approved by Parliament during the monsoon
session in September 2020. In the same month, the
President gave his assent to the three 'Agriculture
Bills'. Briefly, they are as under:
(1) The Farmers' Produce Trade and Commerce
(Promotion and Facilitation) Act, 2020. It provides
for the setting up a mechanism allowing the farmers
to sell their farm produces outside the Agriculture
Produce Market Committees (APMCs). Any
license-holder trader can buy the produce from the
farmer at mutually agreed prices. This trade of farm
produce will be free of any mandi tax imposed by
the state governments.
(2) The Farmers' (Empowerment and Protection)
Agreement of Price Assurance and Farm Services
Act, 2020: It allows the farmers to do contract
farming and market their produces freely.
(3) The Essential Commodities (Amendment) Act,
2020: It is an amendment to the existing Essential
Commodities Act. This law now frees items such as
food grains, pulses, edible oils, and onion for trade
except in extraordinary (read crisis) situations. It is
to be noted that these restrictions will not be applied
to the stocks of food, held for public distribution in
India.

Farmers' Agitation

The government has presented these laws as
reforms akin to the 1991-opening of the Indian
economy linking it with the globalised markets. It
has been argued that the three laws open up new
opportunities for the farmers so that they can earn
more from their farm produces.

Agriculture is an intricate issue that raises

Contentious Issues: Let us have a look at the

IV
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contentious issues. Protesting farmers consider the
laws as a key to an exploitative regime that would
ultimately lead to the loss of their lands. The
farmers of Punjab, Haryana, and some other states
that have robust APMC mandis and an efficient
system of procurement are more fearful of the three
laws. They fear that these laws signal the beginning
of the end of open-ended procurement of wheat and
paddy. They fear that the success of these states in
creating the infrastructure for procurement may
now become the reason for the withdrawal of
support of the Centre.
There is an apprehension among some farmers that
allowing outside-APMC trade of farm produces
would lead to lesser buying by the government
agencies in the approved mandis. The protesting
farmers say the new laws would make the MSP
system irrelevant and they would not have any
assured income from their farming. In 2019-20,
Punjab procured 92.3 per cent of its rice
production. Haryana procured 89.2 per cent, while
Telangana procured 102 per cent of its production.
In the case of wheat, Punjab procured 72 per cent of
its production during 2020-21, while Haryana and
MP procured 62 per cent, and 66 per cent
respectively (Hussain, 2021).
The fear that the MSP system may crumble and get
dismantled after the new farm laws are
implemented has become a very emotive issue for
the farmers of Punjab and Haryana. And, that is
why they are most vocal in their protest against the
farm laws and are demanding that the MSP should
be made mandatory for both the APMC and the
private mandis.
Another grievance of the farmers relates to some
confusion about some aspects of the new Acts. For
example, the way the production agreement is
defined has led to the fear among farmers about
contract farming being more about corporate
farming though the Act clearly says that farmer
land can't be leased, mortgaged, or bought by the
contracting agency.
The Act has defined farmer producer organizations
(FPOs) as farmers, which restricts them to the
supply side, when there is hardly any FPO in farm
production, and ignores their role as contract
farming agencies. Further, the contract farming Act
does not provide remedies when companies cancel

the contracts, or when there is a delay in taking the
delivery of produce (Singh, 2020).
Contract farming, as practised in India across crops
and regions for many years, has shown that
marginal and small farmers are generally excluded.
The problems they face include highly one-sided
(pro-contracting agency) contracts, delayed
payments, undue rejections, and outright cheating
besides the poor enforcement of contract farming
regulation by the state governments. Therefore, a
robust contract farming regulation was needed
(Singh, 2020).
The Farmers' Produce Trade and Commerce
(Promotion and Facilitation) Act, popularly known
as APMC mandi bypass Act, creates a new “trade
area” outside the APMC market yards/sub-yards
where any buyer with a Permanent Account
Number (PAN) can buy directly from farmer sellers
and the state government can't impose any taxes on
such a transaction.
The claim is also made that now the farmers would
have a choice of channels. This is somewhat
misplaced as the majority of the farm produce
across India (except in states like Punjab and
Haryana) does not go through APMCs. Anybody
with a PAN card allowed to buy agricultural
produce could mean a free-for-all situation, which
is not desirable (Singh, 2020).
Subsidies to Agriculture: Farmers in India are
provided support on both the input and output sides.
On the input side, an average Indian farmer
receives subsidies on fertilisers, seeds, farm
machinery and equipment, electricity, logistics, etc.
On the output side, the MSP regime offers support
in states having robust procurement infrastructure.
However, small and marginal farmers can get only
a small amount of these subsidies. Several
subsidies meant for agriculture also flow to
businesses, e.g., a grant given to food processing
units and cold chain projects (Hussain, 2021).
As per the ICRIER-OECD report (2018), despite
the plethora of schemes run to support and
subsidise Indian farmers, because of regressive
policies on the marketing side (both domestic and
international trade policies) and the deficit of basic
infrastructure for storage, transportation, etc.,
Indian farmers suffered net losses and thus emerged
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to be net taxed despite receiving subsidies.
There are many ways in which the state can work
the markets. “Enactment of three farm laws is a
blunt way of intervening. Blunt instruments do not
cut well, but cause disproportionate harm (Sriram,
2021). “The government's move to introduce the
farm legislation shifts the focus onto issues relating
to the marketing of agricultural products, which,
though important, divert attention from the critical
problems that Indian agriculture is saddled with”
(Dhar & Kishore, 2021).
Government's Contention
There are strong arguments for and against the
MSP. The MSP system is politically sensitive and
financially unviable for the government. Some
economists have called the MSP system of India
one of the costliest government food procurement
programmes in the world. It also explains why
economists increasingly are in favour of
guaranteeing minimum “incomes” rather than
“prices” to the farmers.
The farmers have fallen prey to the “basic
misapprehension” that the laws would lead to the
loss of agricultural land. The government claims
that the farm Acts are for the benefit of farmers and
that farmers have not understood the same. The
irony is that the government believed the new farm
laws will double the farmers' income by 2022, but
they are not ready to buy the argument.
Patel and Kaul (2021) have observed that once the
farmers have seen the concrete benefits may be the
psychology of distrust against corporate players
can be reversed. Repeated government assurances
that all existing systems and practices, including
the APMCs and the MSP, would continue
undisturbed, have failed to put the farmers'
apprehensions to rest.
Essentially, during the pandemic time with the
crucial vaccination drive underway, the
government seems to be following a two-pronged
strategy to end the deadlock: reaching out to the
farmers to bridge the trust deficit on the farm laws
and beating the disruptive forces that are trying to
take advantage of the situation. There has been a
huge trust deficit between the farmers and the
10

government. MSP has always been a part of
administrative decisions, not an Act. Demand for
the MSP as a legal right is not well placed (Singh,
2020).
The agitation seems to be confined as a movement
of the farmers of a specific geographical area. The
opposition to agri-reforms is essentially political
and stems from those who can afford to sit at the
capital's border. A straw poll of over a hundred
journalists columnists by a well-known foreign
broadcaster revealed that hardly anyone was clear
as to what specifically was the anti-farmer in these
laws, most justifying the opposition on the
supposition that their implementation will lead to
the corporatisation of agriculture. (Editorial
comment: FPJ, Feb 8, 2021).
The Supreme Court's Views
The Supreme Court, on January 12, 2021, took a
practical stand and stayed the implementation of
three controversial farm laws, calling its order
“extraordinary” and a “victory for fair play”. The
stay on their implementation means the Centre
cannot, for the time being, proceed with any
executive action to enforce the laws.
The Court formed a four-member committee of
experts “to listen to the grievances of the farmers on
the farm laws and the views of the government, and
make recommendations” (Rajagopal, 2021). At one
point in the 11-page order, CJI said the formation of
an expert committee “may create a congenial
atmosphere and improve the trust and confidence
of the farmers”. The CJI observed that “There are as
many opinions here as there are farmers. Let the
organisations talk to the Committee. You can either
resolve the problem or you can agitate indefinitely,
without any purpose”. The court order made it clear
that the farmers' bodies “shall” participate in the
discussions of the Committee. “The representatives
of all the farmers' bodies, whether they are holding
a protest or not and whether they support or oppose
the laws shall participate in the deliberations of the
committee and put forth their viewpoints”.
The concluding paragraph of the order said the
farmers' bodies would “perceive” the
“extraordinary” stay as an achievement of their
peaceful protest “at least for the present”. The
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Court wants to solve the problem and to understand
the ground situation. This is not politics. Farmers'
have to cooperate, the CJI told the farmers. The
implementation of the laws has been stayed to
facilitate negotiations with the Committee. You can
go one by one and tell the committee what your
problems are”. The Committee is asked to submit
its report to the court in two months. The Court
scheduled the next hearing after eight weeks.
Stalemate continues: Even the Supreme Court's
intervention did not pay off. Eleven rounds of talks
between the Centre and farm leaders have failed to
make any breakthrough. The ongoing farmer
protests are an example of activists and farmer
union leaders who have tried to construct a
movement by tirelessly repeating misinformation
about the end of minimum support price and public
procurement of food grains. In this process, they
have harmed farmers across the country. The
government appears to have made up its mind not to
repeal the three laws.
Eight months on, the farmers' agitation continues.
When the farmers launched the protest on
November 26, 2020, no one had expected the
agitation against the farm laws to continue for such
a long period. But it has not only reached a
stalemate between the farmer leaders and the
government but also has snowballed into a
perception war threatening to disrupt the image of
India.
Rights and wrongs have been done by both sides.
Both sides (government and farmers) faltered.
Various critiques have pointed out that the
government erred in building wider consensus
around reforms and failed to recognise the
heterogeneity, a large constituency that could be
uncomfortable with reforms and had the strength to
express it. The farmers have faltered in the method
and the idiom of the protest.
But the protest cannot be at the cost of undermining
the rights of fellow citizens. It is easy for the
protesters to think that they have the edge and
underestimate the State. The other big weakness of
the movement is in its maximalist posture–of
seeking nothing less than a repeal of the laws–
instead of being open to compromise. The official
proposal for clause-by-clause consideration of the
three-reform legislations was reasonable and

commonsensical.
There seems to be no easy solution to end the
stalemate. Farmers should drop their 'repeal-ornothing' stance and help find common ground to
break the impasse. It is only through the political
process of negotiation that reforms can succeed and
the interests of those fearful of reforms can be
safeguarded. Prof. Alagh (2021) has emphasised
that a modified version of the laws with a roadmap
can be on the agenda. There is a need to sort out the
political mechanism.
V
Conclusion
The agitation by farmers has brought to focus a
range of issues in agriculture in India. One should
recognise that agriculture is a nationwide problem,
but it expresses itself differently in different parts of
the country, requiring localized suitable measures.
Hence, a national consensus involving both the
unions and the states has to be built around a new
approach. The new approach should be built around
ending the dependence of farmers on the
government for their survival because genuine
farmers cherish their freedom (Reddy, 2019).
The roadmap “how to grow” should be customised
to the needs, vulnerabilities, and resource-base of
each state. As a part of the roadmap, there is a case
for states to move beyond a production-centric
approach to a value-chain approach with FPOs at
its centre. This requires growing public
investments in basic infrastructure, like roads,
markets, power supplies, and agricultural R&D.
And in the long run, rationalising subsidies (both
input and output) via direct income transfer. This
will not only empower farmers but will also give
them the right signals for efficient use of these
resources (fertilisers, power, and water). This will
help put agriculture on a higher growth trajectory,
augment the farmers' incomes, and promote
sustainable development of agriculture.
It is important to keep in mind that agriculture can
only be reformed by radically enhanced state
capacities and qualitatively better regulatory
oversight. There is no doubt that intense
cooperation between the Centre and States is a sine

NICE Journal of Business • Vol. 15 • Nos. 1 & 2 • Jan. - Dec., 2020

11

Shrawan Kumar Singh

qua non for expeditious implementation of the
reforms in the agriculture sector. Probably a
structured mechanism based on the philosophy of
co-operative federalism is the need of the hour.
Particular attention will have to be paid to the
political economy of efforts to change the focus of
policies for the agriculture and food sector.
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The Israelis revived an almost dead Hebrew and made it a
national language. They now don't need to know English.
We in India still have not revived nationally the Sanskrit language
- Subramanian Swamy
♦♦♦♦♦
If your plan is for one year, plant rice. ...
If your plan is for one hundred years, educate children.
-Confucius
♦♦♦♦♦
Man instinctively regards himself as a wanderer and wayfarer;
And it is second nature for him to go on pilgrimage in search of a
privileged and holy place, a center and source of indefectible life.
-Thomas Merton
-Herbert Hoover, 31st US president (Aug 1874-1964)
♦♦♦♦♦
I've come to see ageing as not inevitably a period of decline
and loss and irrelevance; but a period of potentially renewed engagement,
energy and meaningful activities.
-Daniel Levitin
♦♦♦♦♦
The true civilization is where every man gives to every other every right that he claims for himself.
-Robert Green Ingersoll, lawyer and orator (11 Aug 1833-1899)
♦♦♦♦♦
Older men declare war. But it is youth that must fight and die.
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Abstract
Purpose: The study seeks to evaluate the performance of the Public-Private Partnership (PPP) projects, as
compared to the traditionally-built highways and to ascertain the project delays (time overrun) and cost
overruns for the two types of projects. It also examines the fiscal and political considerations behind the
rampant use of PPP for highway and infrastructure projects.
Design/methodology/approach: The study is based on the dataset of 326 national-highway projects. The
project delays for the PPP and the traditional (government) highway projects are compared, using various
project features as controls. We control for various factors having a bearing on the project execution time,
such as project size, proximity to urban centres, local population density, and the choice of procurement
method. Moreover, the findings were compared with the available evidence on the relevant issues.
Findings: The study has revealed that the project execution has been faster for the PPP projects; the time
overrun for PPP projects has been significantly shorter than the traditional government-managed projects.
The available evidence has also suggested that the quality of PPP projects is better than that of the
traditional highways. However, the overall quality of road services under the PPP has been deficient on
several counts.
Limitations: The study is based on the evidence gathered from the selected national highway projects. Its
results might not hold for all infrastructure sectors, like the railways, ports, and airports.
Policy Implications: The PPP contracts can be used to reduce the project delay. One of the significant
benefits of faster project delivery is that the economy benefits from the road services sooner than later. The
quality of PPP projects is also better. Both these factors are important for improving competitiveness in the
economy. However, there is a need for a regulatory framework for improving other aspects of the road
services, such as the users' safety.
Originality/Value: The study is based on a dataset of national-highway projects. It is one of the very few
studies that compare project outcome under the PPP with the traditionally-built highways. The research
offers several suggestions for the policymakers in this important field of national infrastructure building.
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INTRODUCTION
During the last two decades, the successive
governments at the Centre have used private
funding to develop infrastructure facilities. As a
result, the share of private investment in
infrastructure increased from 22 per cent in the 10th
Five-year Plan to 37 per cent in the 11th plan. The
12 t h plan targeted private investment in
infrastructure at 48 per cent of total. The present
government at the centre has also used PPPs with an
aim to develop wide and extensive networks of
roads, railways, ports, and airports. For example,
the Vision 2020 document for the Indian Railways
says that the railways would have to rely on the
private sector heavily.... and have started many PPP
schemes. According to the report of the Expert
Committee on Modernisation of Indian Railways,
by 2030, the private-sector investment in railways
is expected to be around 20 per cent of the total
investment. The private sector is expected to invest
at least ₹20 lakh crore in the National Infrastructure
Pipeline programme over the next four years.
Private funding has also become the mainstay of the
plans of the state governments towards
infrastructure development. It is tapped through
what is called the Public private partnership (PPP).
The Delhi and the Mumbai airports and the Yamuna
Expressway are the examples of the PPP for
infrastructure.
The term Public Private Partnership (PPP) is used
to describe a wide range of contractual
arrangements between the government and the
private sector for the provision of public goods. In a
typical PPP for an infrastructure project, the
government provides land and is responsible for
regulatory clearances for the project. The private
partner takes responsibility to build the project
assets, such as roads, railways, ports and airports.

Generally, the private partner is required to fund the
project upfront, but the government retains the
ownership of the assets developed through the PPP.
In addition to building the project assets, the private
partner is responsible for the upkeep of these assets
during the operation and maintenance phase of the
project. Therefore, the control and management
rights over the project assets are assigned to the
private partner during the term of the contract.
Many a time, the private partner is granted the
'concessions' (rights) to charge the user-fee. At the
end of the contract period, the government reclaims
all the rights and privileges assigned to the private
partner. In contrast, under the traditional approach
for infrastructure development, the government is
responsible for the funding as well as the
maintenance of the project assets and retains the
control and ownership rights over the entire life of
the project.
Thus, compared to the traditional approach, a PPP
is substantially different in terms of the
responsibility and rights delegated to the private
sector for financing, building, and maintaining the
infrastructure assets. The PPP is known by various
names, such as BOT (build, operate and transfer),
DBOT (design, build, operate and transfer), and
BOOT (build, own, operate and transfer). These
forms of the PPP projects differ mainly in terms of
the decision and control rights delegated to the
private investors during the contract period.
A major question addressed in this study is: Why
has the PPP become so important for upgradation of
the infrastructure? There can be several reasons
behind the use of PPP, such as political
considerations of the government or lobbying by
the 'interest groups' to use the PPP for real-estate
and other private projects. The fiscal constraint
faced by the Centre and the state governments is
another possible reason. These reasons are
analysed in Section 2.
However, the official argument for the use of the
PPP depends on its perceived economic superiority
over the traditional approach. The policymakers
seem to believe that private-sector participation
through the PPP can ensure a speedier delivery of
infrastructure by reducing the rampant delays faced
by infrastructure projects. Moreover, it is believed
that the PPP have the potential to reduce the project

1

See Netter and Megginson (2001), for a review of the literature on the subject.
For more on types of PPP projects, see Yescombe (2007) and Grimsey and Lewis (2004).
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costs. The following quote amply illustrates the
official belief in the superiority of PPP projects: “...
it was agreed that for ensuring the provision of
better road services, i.e., higher quality of
construction and maintenance of roads and
completion of projects without the cost and time
overrun, contracts based on the BOT model are
inherently superior to the traditional EPC
contracts....”
Is the above-mentioned official belief about the
PPP projects justified? The leading works on PPPs,
such as Netter and Megginson (2001), Grimsey and
Lewis (2004), Yescombe (2007) did not address
this issue at all. The existing empirical research on
the relative efficiency of PPP in terms of the delays
and the cost overruns is limited and does not answer
this question. The literature on the delay and cost
overruns attributes the prevalence of the time and
cost overruns to factors, such as the delay in land
acquisition, shifting of utilities, environmental and
other regulations, shortage of funds, and the
contractual disputes. See, for example, Morris
(1990), Raghuram, Bastian and Sundaram (2009),
and Singh (2009 and 2010).
As far as the performance of the PPP projects is
concerned, Andersen et al. (2000) studied road
contracts in the United Kingdom and found the cost
savings by the private participants. In contrast,
Blanc-Brude, Goldsmith and Välilä (2009)
examined the road projects in the continental
Europe and have found that ex-ante construction
costs are higher under the PPP, which leads to
higher cost overruns in the PPP projects. In the
Indian context, Singh (2011), Rajan, Gopinath &
Behera (2014), and Singh (2018) found higher costoverruns for PPP.
Singh (2018) showed that the quality of the PPP
roads was better than the non-PPP roads. However,
as far as the comparison of project delays are
concerned, there is no available study comparing
the project execution under the PPP mode with the
non-PPP projects. This study attempts to fill this
gap in the literature on such an activity of national
importance.
In this study, the efficiency of the project delivery
under the PPP mode has been compared with the
traditionally-built highways. Several sectors, such

as ports, energy, tourism and urban development,
have attracted a fairly large number of the PPP.
However, in these sectors the PPP and the non-PPP
projects have been implemented by different
agencies under different schemes. Moreover, a
large number of the projects are still under
implementation. Therefore, these sectors are not
amenable to the statistical analysis comparing
performance of the PPP projects with the non-PPP
ones.
The largest number of the PPP projects in India
have been formed in the road and highway sector.
The Central as well as the state government have
used PPP for building and expanding road networks
under their respective jurisdiction. While the state
governments formed PPP for the state highways
and expressways, the Centre sponsored PPP
projects for national highways under the National
Highway Development Programme. The PPP
projects sponsored by various state governments
differ across the states in terms of the engineering
standards used for construction. As a result, these
PPP projects are not amenable to a rigorous
empirical analysis. In contrast, PPPs for national
highways projects have been implemented by only
one agency, namely, the National Highways
Authority of India (NHAI). In fact, the NHAI
accounts for the largest number of PPP projects
executed by any single agency in the country. So, in
order to compare the comparable, the PPP and the
non-PPP road projects implemented by the NHAI is
a plausible choice for empirical analysis. The
dataset of 326 national highway projects was used
to compare the performance of the PPP projects
with the traditionally-built highway projects.
In Section 2, we examine the various
considerations at work behind the frequent use of
the PPPs for infrastructure development. Section 3
compares the potential sources of efficiency of PPP
contracts vis-à-vis the traditional contracts. The
focus of this section is on comparison of different
types of contracts in terms of allocation of project
risks and control rights. We also examine and
compare the incentive structure for the contractor
under the PPPs and the traditionally-built projects.
The dataset and summary statistics are described in
Section 4. The econometric analysis is presented in
Section 5 to examine whether the project delays are

3

This is an excerpt from a decision made on 15 March 2005 in a meeting chaired by the Prime Minister on financing of
the National Highways Development Project (NHDP). See GoI (2006a).
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shorter for PPPs and the construction costs are
lower for the non-PPPs. In Section 6, the
conclusions and policy implications of the study
are summarised.

The Rationale behind PPP Projects
The government agencies have several
considerations behind using PPP projects. First, a
PPP can be used by the 'interest groups' to get easy
access to land. Land is a crucial factor for many
private projects, e.g., housing projects of
developers, private schools and hospitals. At times,
it is difficult for the project developers to buy the
required land directly from the owner. Otherwise
also, the developers can find it cheaper to use the
government agencies to get the land for their
preferred projects, since the compensation paid
under the land acquisition law can be well below
the market price of the land. While a voluntary land
transaction ensures 'full compensation' to its owner,
the compensation amount is generally smaller
under land acquisition. Therefore, there is a general
temptation to induce the government to acquire the
land even under the new land acquisition law that
has raised the compensation amount. The PPPs
came in handy in this exercise. Ostensibly, the PPPs
were formed to harness private funds to provide
public goods. However, many of these partnerships
were used as a disguise by the project developers
and the state governments to acquire land for
private projects. The land was acquired in the name
of public purpose but a substantial part of it was
used for real-estate and other commercial purposes
not directly related to the public good in question.
The perceived inefficiency of the public-sector
organisations can be another important reason
behind the use of the PPPs. Such perception has
contributed to privatisation of several services like
distribution of water and electricity. However, for
several public goods and infrastructure facilities, an
outright privatisation can trigger public outrage. In
such a scenario, PPP projects provide a politicallyexpedient middle path. It allows the transfer of
operation and maintenance rights over the public
goods to the private sector. Since the government
retains the ownership of assets, PPP mode shields

the government from protests against privatisation.
Nevertheless, a developing country, like India, can
benefit from the participation of foreign firms in
infrastructure. Foreign firms are expected to
possess superior construction equipment and
techniques. The spill-over from the advanced
construction technology can reduce the overall cost
of building the infrastructure. Moreover, a foreign
firm can help boost the infrastructure investment.
Financial constraints faced by the governments can
be yet another important reason. The use of the PPP
enables the government to tap private funds which
can be used to expeditiously upgrade the
infrastructure facilities. Otherwise, it is argued, the
society will have to wait for a longer period before
the government can provide funds from its own
resources. However, this argument does not stand
the test of scrutiny since on an average at least
three-fourths of the funds invested by private
partners in PPPs is borrowed from the market. This
option is available to the government as well.
Besides, compared to the private sector, the cost of
borrowing is always smaller for the government
agencies who enjoy sovereign ratings. In other
words, relative to the government funding of
infrastructure, the direct cost of funds is higher
under the PPP route. Moreover, if the bidding is not
competitive, the government may not be able to get
the best value for the money from the private sector,
leading to higher cost for the tax-payer in the long
run. The statutory obligations, say under the Fiscal
Responsibility and Budget Management Act, 2003
(FRBMA) can restrict the scope of market
borrowings by the government. Under such
constraints, the PPP offers a channel to the
government for a quicker supply of public goods
and services. While presenting the Budget 2021, the
finance minister Nirmala Sitharaman proposed to
amend FRBMA to relax the ceiling of fiscal deficit.

The flip side is that strategic considerations on the
part of the government can lead to excessive
reliance on the PPP route since it enables the
government to move infrastructure projects off the
budget sheet. This is especially the case with those
projects that allow charging of user-fee by the
private partner. Since the private partners are

4
As per the official sources, between December, 2005 -September, 2017, the Public Private Partnership Appraisal Committee (PPPAC) approved as many as
257 in number with a total project cost (in crores)302,388.00 in value. See https://www.pppinindia.gov.in/
For a critical analysis of land acquisition by self-interested governments, see Singh (2012) and Schäfer and Singh (2018). A housing project land is not
returned to the government, only the road project goes back.
For a critical assessment of 'full compensation' and the compensation under land acquisition laws, see Singh (2004) and Singh (2012).
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willing to fund these projects in lieu of the user-fee,
the social costs of such projects do not show up in
governments accounts. For other projects, PPP
allows a government to stagger its obligations over
the longer operational and maintenance (O&M)
phase of the project. Therefore, the PPPs help ease
the government's fiscal burden. So, when the
government is hard pressed for funds, there is likely
to be a strong temptation to use the PPP route even
though the overall costs of doing so are greater than
that of raising the funds through taxation or
collection of user-fee by the government. This
concern is particularly relevant today since the cost
of private finance has increased due to the recent
credit crisis.
Nonetheless, the officially-stated objective for the
use of the PPP mode is to harness efficiency and
expertise of the private sector. There is scope for
efficiency-improving partnership between the
public and the private sectors. In principle, the PPPs
improve productivity of the economy. Public
goods, such as infrastructure, serve as an input for
the other sectors of the economy. An improvement
in the provisions of these services lead to a
reduction in cost for economic activities in the rest
of the economy. So, the use of private-sector
resources to provide a better infrastructure can
boost the growth potential and increase the
competitiveness of the economy. In the absence of
the PPP mode, the economy will have to wait for
longer to get to the same production frontier and the
associated gains in terms of higher growth and
employment.
Therefore, the research question is whether the PPP
mode delivers a superior quality infrastructure at a
rate that is faster than the rate for the traditional
government-managed and funded infrastructure
projects.

PPP and Traditional Modes: The
Processes and the Relative Efficiency
We examined the project delivery time for
highways projects, implemented by the NHAI, the
government agency responsible for building and
expanding the network of (interstate) highways in
the country. The NHAI has used both the PPP and
the traditional modes to build the highway projects
as a part of the National Highways Development
Programme (NHDP).

Bidding and Contracting
Once the government decides to develop a highway
project, the NHAI decides on the main features of
the project, including the number of traffic lanes,
and the under and overpasses. Thereafter the
authority commissions a project feasibility report.
It often hires a private firm for the purpose through
competitive bidding. The selected firm prepares the
project feasibility report which provides estimates
of necessary engineering works, the estimates of
construction time and the costs. The report also
provides estimates of the traffic. The next step is to
invite bids.
Between 1997 and 2001, the government offered
only a few projects to investors on an experimental
basis. However, since 2002 most of the projects
under study were offered to investors, except those
for which the estimated traffic was rather low. If the
feasibility report indicated high or medium traffic,
the project was first offered to the investors as a tollproject. If there was no taker for a project on the toll
basis, it was offered on an annuity basis. If a project
did not succeed as PPP - neither as toll nor as
annuity PPP - public funding was provided.
For PPPs, the bid documents provide all the
information from the feasibility report along with
the contract period. The duration of the contract
period is generally 12 years for the annuity-based
projects. For toll contracts, it is generally between
12-18 years depending on the traffic. For toll PPPs,
it is the expected number of years (in the
government's assessment) needed for the investor
to recoup his investment. The contract period is
revised upward or downward according to a
common and publicly known formula; if the actual
traffic turns out to be less than or greater than the
expected traffic according to the feasibility report.
The bidder is required to submit a one-dimensional
bid. For a toll PPP, the bid amount represents the
money the contractor wants from the government
to design, build and maintain the roads with
specified output features. This amount is over and
above the toll revenue expected by the bidder
during the operational phase of the project at hand.
It is worth mentioning that the toll rates and the
revision rules are based on a uniform and publicly
known criterion. These rules are the same for the
entire country, regardless of whether the project is
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the PPP or traditional mode- the government also
charges a toll for some projects. Besides, the
contractor shares a fraction of the toll revenue with
the government, especially in the later part of the
contract period.
For a lucrative (high-traffic) project, a bid can be
negative also. A negative bid refers to the situation,
where the bidder is willing to pay money to the
government in addition to taking responsibility for
incurring the cost of project design, construction
and maintenance. For a less attractive project, the
bidders do not expect full recovery cost from the
toll. For such projects, they submit positive bids.
That is, in addition to the right to charge toll, the
bidders demand money from the government. In
policy documents, the positive bid for a toll PPP is
known as the Viability Gap Funding (VGF). The
upper limit for the VGF is either 40 per cent of the
expected project costs or 40 per cent of the cost in
the financial agreement with the lenders, whichever
is less. The lowest bidder wins the project.
Under an annuity-PPP, the contractor is paid a
biannual annuity by the government; he is not
allowed to toll. Therefore, the bid is the annuity that
the bidder is willing to accept to carry out the
project design, construction and maintenance tasks
with specified output features. There is no
provision of VGF in such PPP.
When a project does not succeed in a PPP mode and
public funding needs to be provided, the bids are
invited only for construction work. Bid documents
provide the above information along with the
engineering design prepared by the government.
The bidders are required to submit bids (per-unit
asking price) for each of the work items mentioned
in the design.
Salient Features of PPP and Traditional Projects
As far as the PPP contracts used on the national
highways are concerned, there are three types of
PPP projects – BOT (Toll), BOT (Annuity) and
Special Purpose Vehicle (SPV). A PPP contract
differs in terms of the duration and the commercial
risks borne by the contractor. While a BOT (Toll)
contract entitles the contractor to charge toll from
road users, the BOT (Annuity) and SPV contracts
do not. Under a BOT (Annuity) contract, the
contractor receives contractually-agreed biannual
payment from the government. Under the SPVs,
20

the 'contractor' also happens to be the main user of
the service. Thus, a port trust can form the SPV in
partnership with the NHAI and the state/central
government to improve its connectivity by building
a road. In that case, the port trust will invest in the
building and maintenance of the project to get the
right to use the road.
The Model Concession Agreement (MCA) for a
PPP project on national highways contains the
standard terms for these contracts. A non-PPP
project, on the other hand, is implemented by using
what is called an 'item-rate' (IR) contract. Such a
contract is popularly known as 'cash contract'. We
have used the terms 'non-PPP contract' and 'IR
contract' interchangeably.
Under an IR contract, the contractor is responsible
only for the construction of project facilities;
maintenance of the facility is not his responsibility.
Therefore, the contractual relation between the
parties ends with the construction phase, i.e., at t=3.
Moreover, under the IR contract, the contractor
shares construction costs-related risks with the
government, especially those arising due to the
variations in quantities of work-items. Under a PPP,
the focus is on the output features of the assets or the
facility to be built by the contractor. Thus, for a
road project the output features are described in
terms of the location and the length of the road, the
number of traffic lanes, under and overpasses, etc.
The decision about the technical and engineering
specifications needed to build the assets are left to
the contractor. The idea is to leave some room for
innovation and technology transfer by the private
partner. In contrast, under the traditional approach
the government department decides the output
features and also the technical and engineering
specifications for building the project. Thus, under
the PPP the contractor is told 'what' is to be done,
whereas under the traditional approach, he is told
both 'what' is to be done and 'how' it is to be done.
Moreover, the PPP uses the longer-term contract.
The life cycle of an infrastructure project is shown
in Figure 1. A typical project has four phases: i)
Project planning by the government; ii) Tendering
and awarding of the contract; iii)
Building/construction phase; and iv) Operation and
maintenance.

NICE Journal of Business • Vol. 15 • Nos. 1 & 2 • Jan. - Dec., 2020

Do Public-private-partnership Projects Deliver Better Outcome?
t=0

t=1
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Phase I

Phase II

Phase III

Project PlanningInitial estimate of
project cost and
time, and mode of
funding

Bidding and
Contracting:
Choice of Contract
-PPP or not

Building/Construction- Construction
cost are incurred

Figure 1: The Four Phases of a Project
While the first two stages essentially belong to the
domain of the government, the contract is used for
the remaining two stages. Under a traditional
contract, the contractual relation starts at the time

t=4

Operation and
MaintenanceUser fee,
investment is
recouped

t=2 and ends at time t=3.The contractor is paid for
the actual work done at the agreed rate. Under a
PPP contract, the contractual relation between the
parties starts at date t=2 and lasts till the end of the
O&M phase, i.e., till t=4. The main differences
between the contracts used under the PPP and those

Table 1: Difference between PPP and Traditional Projects
Attributes
Funding of
building/construction
and maintenance

PPP Projects
Privately funded, though
government may contribute
up to 40 per cent

Traditional Projects
Full funding by the government

Responsibility of
the contractor

Construction and maintenance
of assets. Both tasks are
performed by the same
contractor.

Only construction of the facility.
Maintenance is done in house by
the government or by another
contractor hired at a later stage

Payment to the
contractor

Contractor charges user-fee
under BOT toll contract;
Or annuity payments by the
government

Payment by the government - for
the construction works

Risk-sharing

Most of the construction and
maintenance cost risks are
transferred to the contractor

Most of the construction risks are
transferred to the contractor.

Commercial risks can also be
passed on to the contractor

Maintenance and commercial risks
stay with the government

Most of the rights are assigned
to the contractor

Most of the rights stay with
the government.

Control and
decision rights:
design, operation and
maintenance
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under the traditional approach are listed in Table 1.
Thus, partnership contracts used by the NHAI
possess the following features: One, the
construction of project facility and its maintenance
are performed by the same contractor (or the
consortium of contractors); Two, most of the
construction-related risks and all of maintenance
risks are borne by the contractor; Three, the project
designing, building, financing, and its operation
and maintenance are the responsibilities of the
contractor. Thus, the PPPs are based on the Design,
Build, Finance, Operate and Maintain (DBFO&M)
contracts. Therefore, the partnership contracts
used by the NHAI have all of the salient features of
PPP project.
Relative Efficiency of the PPP and Traditional
Projects
The first source of efficiency of PPP projects
relative to the traditional contracts is the allocation
of risk between the public and the private partners.
An optimal allocation of the risk has potential to
lower the overall costs for the society. Indeed, there
is a scope for a mutually gainful risk sharing
between the government and private partners in the
construction and the O&M phases of a project. The
government is in a better position to bear the risk
associated with land acquisition, shifting of
utilities, and regulatory clearances. These risks can
be assigned to the government. In contrast, the risks
related to construction and time can be assigned to
the contractor/concessionaire firm. The private
construction firms have greater flexibility in
adjusting its resources (personnel, equipment and
materials) to constantly changing circumstances so
they can bear the construction costs-related risks.
For similar reasons during the O&M phase, the
risks related to maintenance tasks can be assigned
to the private partners.
Moreover, a private firm can manage the demand
and supply curves in a more rigorous way than the
public sector. It can use the toll-fee more efficiently
to recoup its money. This means that when the
project can be financed through the direct user-fee,
there can be a case for the allocation of funding and
commercial risks to the private partner. At the same
time, it must be noted that the private partner is risk22

averse and the cost of raising funds from the market
is relatively high for him. So, a private partner is
likely to demand a high-risk premium, especially
for the commercially-risky project. So, there are
trade-offs. Depending on the riskiness of a project,
an optimal sharing of financial risks during the
O&M phase may either require allocation of most
of the revenue risks to the private sector or it may
require the public sector to assume all of these risks.
Unlike a government department, a private firm has
more contractual options available. For example, a
private firm can promise a contractor to award
future works, if he delivers good quality of the
existing work. However, a government agency
cannot make such a promise as the future contract
may be awarded through competitive bidding. As a
result, compared to government-funded
infrastructure project, instances as well as
magnitudes of project delivery time and the total
project costs can be reduced with a suitable private
participation.
The third source of efficiency is an appropriate
bundling of responsibilities for the contractor firm.
There is a case for bundling of the responsibility to
build/construct with the task of maintenance of
project assets during the O & M phase. The quality
of construction has a bearing on how frequently the
project assets would need repairs during the
maintenance phase. A poor-quality road would
need repairs after every rainfall. The higher the
quality of construction, the lower will be the
required frequency of maintenance, and vice-versa.
Under the traditional contract, the contractor is
required only to construct the project facilities; he is
not responsible for maintaining it during the O&M
phase. A contractor who is not responsible for the
maintenance of the project assets will have no
incentive to invest in the quality of construction.
His incentive is to build roads of minimum
acceptable quality. In contrast, under a PPP
contract, the contractor is required not only to
construct the project facility but also to maintain it
during the O&M phase. The better the quality of
construction the lower will be the maintenance
costs, and vice-versa. So, a PPP contract
encourages the contractor to maintain the quality
during the construction period. Therefore, we have
the following testable conjecture about the
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construction costs.
Hypothesis 1: Ceteris paribus, the construction
costs are higher for a PPP project than for a
traditional project.
As far as the frequency and magnitude of the
project delay are concerned, a PPP project is
expected to perform better than a non-PPP one.
Under a PPP contract, the time period of
construction (generally assumed to be two-three
years) is included in the concession period itself,
and toll can be charged only after completion of the
project. An earlier completion of the project
enables the concessionaire to increase the total toll
revenue from the project. In the case of an annuity
contract, the concessionaire receives a bonus for an
earlier completion. Moreover, if there is any delay
in the completion of the project, the contractor is
penalized in the form of reduced annuity payments.
Therefore, a PPP concessionaire has a strong
incentive to complete the project without delays. In
contrast, under an IR there is no such provision.
Therefore, we have the following testable
hypostasis.
Hypothesis 2: Other factors held fixed, relative to
the government-executed projects, the delay is
shorter for PPP projects.

DATA AND COMPARATIVE
STATISTICS
The study makes use of the data related to 376
highway projects which started and were
completed during the period of December 1997 to
December 2015, under the supervision of the
NHAI. The NHAI did not provide data for 50
projects most of which were implemented by the
Union Ministry of Road Transport and Highways.
Distribution of these projects in terms of PPPs and
non-PPPs is given in Table 2.
Table 2: Distribution of Highway Projects by
Category
Project Category

Number of Projects

Toll-PPP projects

67

Non-toll-PPP projects

38

PPP (toll + non-toll) projects

105

Non-PPP projects

221

Total No. of projects

326

Out of the 326 fully-completed projects, the
information needed for the empirical analysis was
missing for 8 toll PPP projects. 3 non-toll PPP, and 6
non-PPP projects.
The year-wise number of PPP and non-PPP projects
started during the period1997-2012 is presented in
Figure 2.

Figure 2: Number of PPP and non-PPP projects started during the period1997 – 2012
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While, the first project was completed in February
2000, the last one was completed in August 2015.

The year-wise number of projects completed in this
period for each category is shown in Figure 3.

Figure 3: Number of PPP and non-PPP projects completed during 2000- 2015
As shown in the figure, the most of PPP projects are
relatively recent, whereas the projects started and
completed during late 1990s and early 2000s were
mostly non-PPP.
For statistical and empirical analysis, the values for
the following variables were computed.
Time-lapse: It is the time difference (in months)
between the date of the contract signing for the
project, and the date of start of the contract for the
first project in the dataset (December 1997). This
variable measures the trends over time. It is
included as most PPP projects are relatively recent
projects which are estimated using better time and
cost estimation techniques.

were classified. The idea was to see if the extent of
urbanization has any bearing on the probability of a
project becoming PPP and on the construction costs
ratio. The values are computed using the census
2011 data.
Distance: It is the distance of the project location
from the nearest megacity (one million-plus city).
For each project, we identified the nearest megacity
and calculated its distance from the project. Various
studies have shown that the megacities are hubs of
economic and commercial activities, and therefore,
act as the growth centres for the nearby areas. The
idea was to see if the proximity to a mega city had
any bearing on the probability of a project
becoming PPP and on the construction costs.

Length (in kilometres): It is the length of the
project, i.e., the project size and is sourced from the
NHAI.

DPPP: It is a dummy variable and takes the value
of 1 if the project is PPP; otherwise its value is 0.

Local Population It is the population of Class 1
towns (according to the 2011 census) around the
project. For each project, we identified all Class 1
towns/cities located within 10 kms of the project,

Bid price: The following three definitions of the
bid price (BP) were used: BP1= Awarded-amount /
TPC (for all PPPs); BP2 = Awarded-amount/TPC
(only for the Toll PPPs), and BP3 = bp2 (only for
Toll PPPs with positive bids, i.e., bp2>0).
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The value of the above variables was computed
using the NHAI data. The summary statistics of the

variables used in the analysis are presented in Table
3.

Table 3: Summary Statistics
Variable
Length (in km)
Local Population
Distance (in km)
Timelapse
BP1
BP2
BP3
*

Obs.

Mean

Std. Dev.

Min.

Max.

309
309
309
309
90*
55*
34

43.525
926140.04
54.58
68.867
0.151
0.053
0.225

27.489
1605266.9
65.647
31.409
0.324
0.289
0.122

0.4
100416.0
0.0
6.0
-1.024
-1.024
0.024

181.63
8425970.0
313.0
149.0
0.89
0.4
0.4

Exact figures were not available for 4 projects.

The average length of the project was found to be
43 kms, while the average distance of the projects
from the nearest megacity was 54 kms. For 34
projects out of the 55 toll PPP projects, positive bids
were placed by the bidders. For these projects, the
contractor was provided funding support by the
government, in addition to the concession right for
charging the toll.
The study sought to examine the time and cost
overruns for the PPP projects relative to the nonPPP ones. One approach to compare the
construction costs of PPPs relative to non-PPP
projects is to compare the per-kilometre per-lane
costs of the two project types. However, the
projects in our dataset were located across the
length and breadth of the country. One consequence
of this was that the per-kilometre costs varied
across regions, due to the variations in surface and
underground conditions, and the material used in
road construction. Moreover, road projects differed
from each other in terms of the number and design
of over and underpasses, service-lanes, and their
proximity to the urban centres, all of which had a
significant bearing on the per-km construction
costs. Consequently, even within a region, the perkm construction costs varied greatly from the one
project to another. Therefore, a comparison in terms
of per-kilometre per-lane costs does not seem to be
plausible.
The average length of the project was found to be
43 kms, while the average distance of the projects

from the nearest megacity was 54 kms. For 34
projects out of the 55 toll PPP projects, positive bids
were placed by the bidders. For these projects the
contractor was provided funding support by the
government, in addition to the concession right for
charging the toll.
The study sought to examine the time and cost
overruns for the PPP projects relative to the nonPPP ones. One approach to compare the
construction costs of PPPs relative to non-PPP
projects is to compare the per-kilometre per-lane
costs of the two project types. However, the
projects in our dataset were located across the
length and breadth of the country. One consequence
of this was that the per-kilometre costs varied
across regions, due to the variations in surface and
underground conditions, and the material used in
road construction. Moreover, road projects differed
from each other in terms of the number and design
of over and underpasses, service-lanes, and their
proximity to the urban centres, all of which had a
significant bearing on the per-km construction
costs. Consequently, even within a region, the perkm construction costs varied greatly from the one
project to another. Therefore, a comparison in terms
of per-kilometre per-lane costs does not seem to be
plausible.
The alternative was to compare the following ratio
for PPP project relative to a non-PPP project:
CO=Ca/CE where Ca is the actual construction cost
E
and C is the expected construction cost of the
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project. CE is assessed by private firms hired by the
NHAI through competitive bidding. The hired firm
prepares a project feasibility report, lists the major
works and assesses the expected project costs and
the construction time. With these estimates, the
NHAI takes the project to investors. If the project
attracts private partner, it becomes a PPP project.
The point is that CE is assessed ex-ante to the choice
of the contract, i.e., before the PPP-non-PPP status
of the project is determined. Therefore, it does not
depend on the type of the contract used for the
project. On the other hand, Ca, the actual
construction cost comes to be known when the
construction gets completed, i.e., ex-post to the
choice of the contract. However, both CEand Ca are
about one and the same project. Plausibly, CE
factors-in consideration like the surface and the
underground conditions, the material used in
construction, the number of underpasses, servicelanes, etc. This is indeed the case with the Ca.
Therefore, it seems plausible to compare the CO for
PPP with non-PPP projects.
For a plausible comparison of the project delivery
time for the two types of contracts, we used the
following ratio: TO= Ta/ TE, where Ta is the actual
time (in months) taken by construction and is the
initially expected completion time.
Indeed, the literature on cost overruns uses the ratio
CO to measure the cost overruns. A project is said to
suffer from positive [negative] cost overruns if and
only if the CO>1 [CO<1].7 Similarly the ratio TO is
used to define the time overrun. For a project with
positive delay (time overrun), we will have TO>1;
the time overrun is negative if TO<1.Therefore, we

define time overrun (delay) and cost overruns as
follows:
Time Overrun: Time overrun is the ratio of the
actual project completion time relative to the
estimated completion time, i.e., TO= Ta/ TE
Cost Overrun: The cost overrun is the ratio of the
actual project costs relative to the estimated project
costs. However, for the purpose of data analyses an
explanation is imperative. The official data on PPP
projects does not provides figures for the CE as such.
It also provides the figures on a head called the 'total
project cost' (TPC), which includes the cost of
interest during the construction (IDC) along with
the estimated construction costs. For PPPs, the TPC
is defined as the sum of the estimated construction
costs plus 25 per cent of these costs. That is, TPC =
CE + (25 per cent of CE ). The second term on the
right-hand side of the equality is added on account
of the cost of interest during the construction period
incurred by the PPP contractor. This means we can
retrieve CE by discounting the official figures on
TPC by 20 per cent. That is, CE = 0.80 TPC. We
report results corresponding to the 15 per cent
discounting, which is less than the required level of
discounting and with no discounting. Therefore,
the results reported here is an under-estimate of the
cost ratio for the PPPs. For non-PPPs projects, the
government provides full funding and the
contractor does not have to fund the project at all.
Therefore, the issue of the IDC does not arise,
Hence, for a non-PPPs project.
TPC=CE Descriptive statistics on the delays and
cost-overruns are presented in Tables 4 and 5.

Table 4: Average Time Overrun for Toll PPPs and Annuity PPPs vs. non-PPPs
Type of Project

Average TO
for all projects

Total No. of
Projects

Average TO for
projects with positive TO

No. of projects
with positive TO

Non-PPP

1.67

215

1.87

175

Toll PPP

1.05

59

1.35

25

Non-Toll PPP

1.25

35

1.48

24

All projects

1.51

309

1.76

224
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Out of the total 309 projects, 224 took longer than
the estimated construction time. Out of the 94 PPP
projects 49 experienced delays. In contrast, out of
215 government projects, 175 have suffered from
delays. A comparison of time overruns for is
presented in Table 5, which reveals that the average
delay was 51 per cent, i.e., for the entire data the

average actual construction time is 51 per cent
longer than the average of the estimated
construction time. Moreover, toll PPP projects took
only 5 per cent extra time. Non-PPP projects faced
the highest delays out of all the projects (67 per
cent), followed by the non-toll-PPP projects
(Annuity and SPVs).

Table 5: Average Cost-overrun for Toll PPPs and Annuity PPPs vs. non-PPPs
Type of Project

Total
Projects

Non-PPPs

Average CO
for all projects
(15 percent disc.)
1.16

215

Average CO for
projects with positive CO
(15 percent disc.)
1.33

No. of projects
with positive CO
(15 percent disc.)
140

Toll PPPs

1.75

59

1.82

55

Non-Toll PPPs

1.31

35

1.40

31

All projects

1.29

309

1.46

226

As to the cost comparison, in view of Hypothesis 1,
ceteris paribus, CO is expected to be higher for PPP
projects.

project delays shorter for PPPs? We answer this
question in the next section.

EMPIRICAL ANALYSIS AND
RESULTS

As shown in the table, the cost overrun ratio for
PPPs versus Government Projects. Out of the 215
government managed projects, 140 suffered from
cost overrun. The average cost overrun for the nonPPP highway was 16 per cent. Relative to the
government projects, most of the PPPs (86 out of
94) had positive cost overrun. Moreover, the cost
overrun exhibited by PPP highways was very high.
Within the PPPs, the cost overrun was much higher
for the BOT toll roads than the non-toll PPPs. The
cost overrun was positive for 55 out of the 59 toll
PPPs, with an average cost overrun as high as 75
per cent; by comparison the non-toll-PPPs showed
cost overrun of 31 per cent.

As shown above, the PPP projects have
experienced much shorter delays. In contrast, cost
overruns are higher for the PPPs than for the nonPPPs. The PPP and non-PPP highways have been
built using very different types of contracts. The
two contracts create different incentives for the
contractor project. Therefore, we can expect that
the project outcomes for a PPP project will be
different from the non-PPP project. However, there
are other factors that can lead to a relatively high
cost ratio for the PPP highways and higher delays
for a non-PPP project.

Due to several reasons, the ex-post actual cost was
generally different from the initial estimates. For
instance, due to imperfect estimation techniques,
the expected and the actual project costs generally
turned out to be different. The extensive literature
on the delays and the cost overrun shows that
imperfect estimation techniques along with
incompleteness of the project design lead to delays
and cost overruns. However, these reasons are
equally applicable to traditional as well as PPP
projects. Therefore, the question is: Why are the

Purposeful underestimation of costs for a PPP
project and time for non-PPP: In principle, it is
possible that the NHAI might deliberately
understate the expected cost of a PPP project and
project completion time for a non-PPP project. If
so, the understated expected cost will show up as a
higher cost ratio and cost overrun for the PPP.
Similarly, the underestimated time will result in a
higher delay for a government managed project.
However, this does not seem to be the case with the
projects under study. First of all, the project time
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and costs are not estimated by the NHAI. For all of
the projects, PPPs or not, these estimates are made
by private firms hired for the purpose through
competitive bidding. Presumably, these firms have
no incentive to systematically understate the
project time and cost for some projects. Moreover,
the report that has details of the factors used by a
firm to arrive at the estimates of construction time
and cost are shared with the bidders. Even
otherwise, the estimates of time and costs are
arrived at before the PPP-non-PPP status of a
project is known.
Ex-post changes in project works: If ex-post to the
signing of the PPP contract, the government
demands more additions of works for a PPP project,
it will lead to a higher construction cost and
completion than the actual and, therefore the higher
cost and time ratio for PPPs. However, a PPP
contract explicitly requires that the total cost of expost changes cannot exceed 15 per cent of the
initially estimated costs. In contrast, a non-PPP
contract does not have such an upper limit. In fact,
the contract explicitly says that the contractor will
have to perform all the work demanded by the
government. Moreover, since the government has
to compensate the contractor for such demands, it
cannot gain by asking for additional works from
PPP contractors. In other words, ex-post works are
more of a concern for a non-PPP project than a PPP
one.
Purposeful escalation of actual time and cost by
PPP Contractors: It is tempting to think that the
PPP contractors may gain by inflating the
construction costs or the completion time.This will
indeed be the case, if the contractor can use the cost
escalations or the delay to reduce tax liability or to
renegotiate the contract to extract more
concessions from the government. The PPP
contractors in India enjoy a 'tax holiday' for as much
as ten years. So, inflating the construction costs will
not help them save tax. Besides, as per the MCA,
construction costs or project execution delays
cannot be a basis for any contract renegotiation. As
a matter of fact, no PPP contract has been
renegotiated on such grounds. Moreover, as per a
standard contract term, the maximum permissible
limit for debt financing is 70 per cent of the project
cost net of the VGF amount – the investor
28

contractor has to make a direct equity contribution
to the tune of at least 30 per cent of the project
costs. In view of these terms and an oversight by the
lender banks, it seems unlikely that the PPP
contractor can pad up the actual costs. It is pertinent
to add that for a PPP project the cost estimates in the
financial documents prepared by the PPP
contractor and the lender are significantly higher
than the estimated costs, since the forward-looking
contractors know that their costs will be higher than
the estimated ones and hence, factor it in while
raising the funds from banks.
Time-cost trade-off: The PPP contractor has an
incentives to shorten the project delivery time. The
revenue stream for the PPP contractors starts only
when they charge user-fee or receive the annuity
payments from the government. However, the userfee can be levied only during the O&M phase, i.e.,
after the construction is complete. Similar is the
case with the annuity payments. SPV contractors
also want to expedite the work in order to use road
services. In such a scenario, the PPP contractor may
be willing to incur extra cost to complete
construction sooner than they would do otherwise.
This additional cost if incurred can increase the
total construction cost, leading to higher cost ratio
for a PPP project.
Trends over time: In principle, the time and cost
ratios might behave differently over time, say on
account of developments in cost and time
estimation techniques. If so, the PPP and non-PPP
projects might exhibit different delays and projectcost ratios.
In our empirical analysis, we will account for the
above factors. We use the time overrun ratio TO, as
defined above, to account for the time-cost tradeoff. We have attempted to capture the effect of
trends in the cost ratio by introducing a variable
'Time-lapse'. From a technical viewpoint, we use
the distance, time-lapse, project-size as controls for
examining the delays and cost overruns for PPPs
compared to a non-PPP project. These variables
are used as controls in the empirical analysis and
have been defined in the previous section. To begin
with, we have run logit regressions to identify the
variables that affect the likelihood of a project
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becoming the PPP. The results are summarised in
Tables 6.
Table 6: Logistic Regression

Length in (kms)
Time-lapse
Distance from the nearest mega city
Local population around project
Constant

N
2
pseudo R
Log Likelihood

(1)
PPP

(2)
(odds ratio)

0.0285***
(4.64)
0.0344***
(6.00)
-0.00106
(-0.46)
0.0000002*
(2.26)
-4.901***
(-7.85)

1.029***
(4.64)
1.035***
(6.00)
0.999
(-0.46)
1.000*
(2.26)
0.00744***
(-7.85)

309
0.247
-142.9

309
0.247
-142.9

Note: t statistics in parentheses. *p< 0.05, **p< 0.01, ***p< 0.001, ꭓ2=93.81**

For the results reported in Table 6, the chi-square
statistic is 93.81. So, the probability that there is no
effect of the independent variables on the choice of
projects captured by the binary variable “PPP” is
zero. Since the p-value obtained here is less than the
critical value of either 0.05 or 0.01, the model is
statistically significant. Odds-ratio is expressed as
Prob (PPP=1)/ Prob(PPP=0). As is clear from the
table, as length increases, the odd ratio for a project
(becoming PPP) increases. As the population of the
nearest Class 1 town and time difference with
respect to the first project (in the dataset) increases,
the odd ratio increases.
Projects near big cities do not have a significant
impact on the probability of the project becoming a
PPP. This finding is in contrast to the results in
Anant and Singh (2009), where it is argued that the
private investors are interested in the projects near
big cities.These projects have high demand from
the road-users and therefore carry lower
commercial risks. For such projects, funding and

commercial risks have been assigned to the private
sector. In contrast, the projects away from the
urban centres and those connecting the rural
hinterland to the nearest city have low demand and
relatively high commercial risk. For such projects
with low commercial viability, the public funding is
provided and IR contracts have been used.
Similarly, more recent projects and those with
largerlength have a higher probability of becoming
a PPP. The local population does not have a highly
significant bearing on the probability of a project
becoming a PPP.
The results for multinomial logit regression
identify variables that affect the likelihood of a
project becoming the PPP. The results are reported
in Table 7. Multinomial logit regression results are
similar except that the effect of the project length on
relative log ratio are seemingly more pronounced
for toll-PPPs, and the effect of time-lapse also has
more pronounced bearing on the relative log-ratio
for toll-PPP projects than for the non-toll PPP ones.
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Table 7: Multinomial Regression (Base Category: Non PPP)

Length in km
Time-lapse
Distance from
nearest mega city
Local population
around project
Constant
N
pseudo R2
Log Likelihood

(1)
Dummy variable
1 (Toll PPPs)
2 (Non-Toll PPPs)
***
0.0382
0.0173*
(5.03)
(2.21)
***
0.0469
0.0223**
(5.87)
(3.21)
-0.00216
0.00000326
(-0.75)
(0.00)
0.0000003*
0.0000001
(2.49)
(0.92)
***
-7.058
-4.205***
(-7.91)
(-5.86)
309
309
0.223
0.223
-195.8
-195.8

1 (Toll PPPs)
1.039***
(5.03)
1.048***
(5.87)
0.998
(-0.75)
1.000*
(2.49)
0.00086***
(-7.91)

(2)
(Relative risk ratio)
2 (Non-Toll PPPs)
1.017*
(2.21)
1.023**
(3.21)
1.000
(0.00)
1.000
(0.92)
0.0149***
(-5.86)

Note: t statistics in parentheses. *p< 0.05, **p< 0.01, ***p< 0.001

The two tables above amply demonstrate that the
factors like the project size and time difference with
respect to the first project have a significant bearing
on probability of a project becoming a PPP. Big
projects are more likely to attract private
investment and therefore become the PPP (See
Anant and Singh (2009)). Similarly, the larger the

size of the population around a project, the more
likely it will become a PPP, the effect is not highly
significant. The recent projects have a greater
likelihood of becoming PPP compared to those that
were initiated in the beginning of the highways
programme.

Time Overrun

relative to non-PPPs, we estimate the following
model.

The project delay (time-overrun) occurs when Ta >
Te and we have measured the time overrun ration as
. For comparison of time overruns for PPPS
a

T
Te

The OLS results for time overrun are presented in
Table 8.

Table 8: Time Overrun for PPP vs. non-PPP Projects
Particulars

(1)
TO
-0.605***
(-6.74)
-0.00277*
(-1.97)
0.00338**
(2.65)
0.0000000151
(0.65)D
-0.000437
(-0.77)
1.588***
(15.47)
309
0.170

PPP
Length in km
Time-lapse
Local population around the project
istance from the nearest mega city
Constant
N
R2
2
adj. R 0.157
Note: t statistics in parentheses. *p< 0.05, **p< 0.01, ***p< 0.001
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As can be seen from the table, the project delivery
by PPP projects is faster than the non-PPP. The
average delay for PPP projects is 60 per cent less
than that for the non-PPP projects. More recent
projects have experienced higher time overruns and
bigger projects experience lower time overruns,
other factors held constant.
Next, we examined the difference in the effect of
toll-PPP projects and non-toll-PPP projects
relative to the non-PPP on the project delays. For
this purpose, we define two dummy variables;
DV1 ={1for Toll PPPS and DV2 = {1 for Non-toll-PPPS

The OLS results for the time overrun for different
types of PPP projects in comparison to non-PPP
projects are presented in table. The OLS regression
results presented in the table show that the impact
of the toll-PPPs (relative to non-PPPs) and the nontoll-PPPs (relative to non-PPPs) on the time
overrun ratio is statistically significant at all levels
of significance. As expected the difference in the
time overrun ratio is higher for the toll-PPP projects
than for the non-toll-PPP ones vis-à-vis the nonPPPs. The time overrun for the toll PPP projects and
the annuity PPP and non-PPP projects are shown in
Table 9.

Table 9: Time Overrun for Toll PPPs and Annuity PPPs vs. non-PPPs
(1)
TO
Base category: Non-PPPs
Toll PPPs

-0.722***
(-6.60)
-0.467***
(-4.02)
-0.00236
(-1.66)
0.00373**
(2.90)
0.0000000205
(0.87)
-0.000474
(-0.84)
1.550***
(14.86)
309
0.180
0.163

Non-Toll PPPs
Length in km
Time-lapse
Local population around the project
Distance from the nearest mega city
Constant
N
R2
adj. R2
*

**

***

Note: t statistics in parentheses. p< 0.05, p< 0.01, p< 0.001

Tables 8 and 9 provide evidence of a quicker
service delivery in PPP projects. As expected, the
delays are shortest for toll-PPP projects, followed
by non-toll PPP projects, in turn, followed by nonPPP projects. As discussed earlier, the PPP
contracts provide required incentives to the
contractor to complete the project sooner rather
than later. This is, primarily due to the fact that toll
revenue and annuity payments are made contingent
on the completion of the project which ensures a
quicker project delivery under PPP projects.

examined whether the bid amount has a bearing for
toll as well as all PPPs. To address this issue, the
following ratio was used as an explanatory
variable:
BP=Bid-price/ TPC

Cost Overrun
As to the cost overrun, first of all it is to be
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with the non-PPPs, the analysis is restricted only to
the set of PPPs. As shown in Table 10, the bid price
does not have a significant effect on the cost ratio.
See definition of BP1-BP3 above. The OLS
regression results are based on 15 per cent
discounting, as explained above. The results are
very similar for the other levels of discounting as
well. Therefore, we can focus on the effect of the
other factors discussed above on the cost overruns.
Since the bid price for PPPs are not comparable
Table 10: Cost Overruns vs. Bid Price for PPP Projects
The bid-price versus the cost overrun, i.e., cost ratio
CO as defined above for the entire 59 toll PPPs are
shown in Figure 4. There does not seem to be any
relation between the two. Moreover, the bid price
does not have any statistically significant bearing
on the cost ratio as shown in the empirical analysis
in Table 10.

(1)
discCO15
0.0018
(1.07)
0.0069***
(3.45)
0.060
(0.51)
0.00000005
(1.92)
-0.0011
(-1.41)
-0.039
(-0.23)

Length in (kms)
Time-lapse
Time- overrun
Local population around the project
Distance from the nearest mega city
BP1
BP2

(2)
discCO15
-0.0027
(-1.41)
0.011***
(3.87)
0.29
(1.45)
0.00000003
(1.06)
-0.00062
(-0.62)

(3)
discCO15
-0.0043
(-1.88)
0.012**
(3.63)
0.18
(0.82)
0.00000003
(0.68)
-0.0023*
(-2.14)

0.32
(1.47)

BP3
0.82***
(3.73)
90
0.252
0.198

Constant
N
R2
adj. R2
*

**

0.60
(1.64)
55
0.353
0.272

1.30*
(2.05)
0.62
(1.42)
34
0.515
0.408

***

Note: t statistics in parentheses. p< 0.05, p< 0.01, p< 0.001

For comparison of the construction cost for PPPs
relative to non-PPPs, we estimate several versions
of the following model:

The OLS regression results for the construction
cost ratios are presented in Table 11. As can be seen
from Table 11, controlling for other factors, the
average cost ratio for PPPs as a group is 15-35 per
cent greater than the non-PPPs. The local
population has a positive and significant impact on
the cost overrun ratios and more recent projects
experience higher cost overruns.
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The econometric analysis provides empirical
support to Hypotheses 1 and 2. Specifically,
controlling for the effect of several relevant factors
and project characteristics, we find that project
delays for PPPs are 72 per cent less compared to
the delays for non-PPP projects. The difference is
statistically significant. Moreover, discounting for
the interest costs, the construction cost ratio for
PPPs is 36 per cent higher than the ratio for nonPPPs. The cost ratios for PPPs are also significantly
high even if we adopt a rather conservative
approach on the interest costs. The difference
remains large and statistically significant. More
recent projects and those with larger local
population exhibit a high cost-ratio (See Table 11)
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Table 11: Higher Costs for PPPs vs. non-PPPs

PPP
Length in (kms)
Time-lapse
Time Overrun
Local population around the project
Distance from the nearest mega city
Constant
N
R2
adj. R2

(1)
CO

(2)
discCO15

0.134*
(2.29)
-0.000572
(-0.67)
0.00278***
(3.55)
0.0619
(1.78)
0.0000000366*
(2.58)
0.0000401
(0.12)
0.882***
(10.59)
309
0.124
0.106

0.358***
(5.75)
-0.000397
(-0.43)
0.00303***
(3.63)
0.0616
(1.66)
0.000000041**
(2.71)
0.00000750
(0.02)
0.859***
(9.67)
309
0.250
0.235

Note : t statistics in parentheses. *p< 0.05, **p< 0.01, ***p< 0.001

It should be noted that the contract assignment to
projects - PPP versus non-PPP - is not random.
Therefore, the issue of potential endogeneity is
relevant for the study. It is possible that there are
project characteristics that are unobservable to us
but are observable to the investors leading to the
selection bias. The characteristics that make a
project attractive to the investor may also be
correlated with a greater susceptibility to the cost
escalations. For example, heavy traffic on projects
in or near big cities makes them more lucrative for
investors but can also be a cause of the cost
escalations. In such cases, the estimates of the
differences in the construction cost of PPPs versus
the rest will be biased.
However, the scope of the problem of endogeneity
seems limited. Recall, our results on project delays
are presented in terms of the comparison of the time
overrun ratios for the PPPs and non-PPPs rather
than the absolute project delivery times. Plausibly,
the specialist firm hired to estimate the project
execution time and cost would have factored in the
factors having a bearing on the construction time
and cost. Singh (2018) adopts an 'instrument-able
variable' approach to show that the differences in

cost overruns are econometrically robust. A similar
approach suggests that the results in this paper are
robust in terms of the magnitude as well as the
statistical significance.

CONCLUSION
The study has revealed that the PPP projects have
performed better than the government projects in
terms of project completion time. The PPP
incentivises the contractor to complete the project
as soon as possible. A traditional contractor does
not have any such incentive. Consequently, PPP
projects have experienced significantly shorter
delays than the government projects. Delays for
PPP high projects have been 72 per cent shorter
than for the non-PPP ones. The economy gets to
benefit from the road services sooner than what
would have been be the case under the non-PPP
approach.
However, the construction costs are relatively high
for the PPP projects. A PPP contractor wants to
maintain the quality of construction during the road
building phase, so as to reduce the maintenance
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costs. In contrast, under the contracts used for
government projects, the contractors are not
responsible for the maintenance of roads built by
them. So, they have a strong incentive to minimize
the construction costs even at the expense of the
quality. The result is relatively low construction
costs but poor-quality roads for government
highways.
The results suggest that the quality of construction
has been better under the PPP, compared to the
traditionally-build highways. This is consistent
with the empirical findings in Singh (2018)
showing that the engineering quality of highways
built through PPP is better than those built and
managed by government agencies. Our results
provide empirical support to the findings in the
CAG reports on the National Highways
Development Programme. In these reports most of
the government projects (non-PPPs) were found to
be deficient in quality. The quality of most of the
PPP projects has been found satisfactory. The
media reports also highlighted several problems
with the non-PPP projects, such as, potholes, poorquality road surface, and deficient design.
The overall superiority of the PPP projects over the
conventional approach towards infrastructure
depends on all of the costs as well as benefits for the
road users and the society in general. The cost of
borrowing is higher for the private sector, than is
the case with the public sector. So, the direct cost of
raising funds under PPP is relatively high. For the
PPP projects to deliver the desired benefits it is
crucial to minimize the pre-construction
procurement time taken by procedural issues.
POLICY IMPLICATIONS
The findings have several policy implications and
provide insights into how to deal with the
frequently-reported problems with the national
highway, specifically the defective designs and
poor maintenance of the service lanes for the local
traffic, unreasonably long waiting time at the tollplazas, inadequate capacity at the entry and exit
points, provisioning of pedestrians on over-bridges
and under-passes, poor-lightening facilities and
other safety measures. All these problems
underscore the need for a regulatory framework to
34

protect the interests of road-users. Rather than
delegating all the decision rights, the government
agency should remain closely involved in all key
decisions related to the project design operation and
maintenance.
Some of the highway projects have witnessed
aggressive bidding leading to termination of the
concession contracts. To reduce frequency of such
events, there is a case for reducing the cost of direct
funding for PPP projects while maintaining the
bundling, a key feature of PPP projects. In
principle, the construction and maintenance tasks
can be assigned to the same contractor, without
requiring the contract to meet the full project costs
through market borrowings. The government can
provide major funding with substantial equity
stakes from the private partners. Finally, the
government should put in place a mechanism to
restrict the scope of aggressive bidding.
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Appreciation is a wonderful thing: It makes what is
excellent in others belong to us as well.
-Voltaire
♦♦♦♦♦
Power tends to corrupt, and absolute power corrupts absolutely.
This is more true of the economic power.
-Monopolies Inquiry Commission, 1965
(Justice A. N. Das Gupta Commission)
♦♦♦♦♦
Education is not the learning of facts, but the
training of minds to think.
-Albert Einstein
♦♦♦♦♦
Walking is man's best medicine
-Hippocrates
♦♦♦♦♦
I once met a man who had forgiven an injury.
I hope someday to meet the man who has forgiven an insult
-Charles Buxton (1813-1871)
♦♦♦♦♦
He who knows not and knows not he knows not; he is a fool, shun him;
He who knows not and knows he knows not; he is simple, teach him;
He who knows and knows not that he knows; he is asleep, awaken him;
He who knows and knows that he knows; he is wise, follow him.
-An Arabian proverb
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Abstract
Purpose: The study seeks to examine the foreign portfolio investment in equity, debt, and derivatives, during
the 21-year period, from January 2000 to December 2020, in order to ascertain whether an increase in the
FPI flows into equity and debt leads to an increase in the stock market (the Nifty) realized volatility, and an
increase in the FPI flows into derivatives leads to an increase in the stock market (the India VIX) implied
volatility.
Research Methodology: The dataset comprised the Nifty and the India VIX daily prices, the monthly net FPI
flows into equity, debt, debt VRR, hybrid securities, and derivatives. The FPI net flow-Nifty realised
volatility/India VIX relationship was examined through linear regression, first by using their
contemporaneous monthly values, and then on the volatility scale by dividing the dataset into volatility
percentile buckets.
Findings: The study has revealed a strong negative relationship (R2 of 61.1%) between the FPI net flows
into equity, debt and hybrid securities and the Nifty volatility. This suggests that higher FPI flows into equity,
debt, debt VRR or hybrids actually lower the Nifty volatility and do not increase it as is popularly perceived.
The negative relationship has been stronger in the case of equity (R2 of 63.3%) as compared to the debt (R2 of
48.7%). The relationship between the India VIX and the FPI monthly open interest is significant and
2
negative (R of 15%) for all the derivative types, with the exception of stock futures, which has a positive
slope (R2 of 18.5%). The inverse relationship has been the strongest in the case of index options (R2 of
65.7%), index futures (R2 of 63.6%) and interest rate futures (R2 of 61.4%). The stock options too have a
negative linear relationship with the India VIX (R2 of 15.4%).
Policy Implications: A strong negative relationship between the FPI net flows into equity, debt and
derivatives, and market volatility means that higher foreign capital flows should not be perceived as
destabilising. The government can continue to take steps to welcome foreign investors. The foreign portfolio
investment is critical to the growth of the Indian capital market and the economy. India is yet to be accorded
its rightful place (corresponding to its GDP size) in global investment barometers, like the MSCI Emerging
Markets Index. The insights provided by the study will encourage the Indian policy-makers, the Central
bank and the market regulator to further spur foreign portfolio investment without fear.

Limitations: The study is comprehensive in terms of the time-period and the FPI investment types. It
employs simple and intuitive empirical methods. Further studies can be done on the determinants, impact
and lasting benefits of the FPI flows into India at the firm and the country levels.
Originality/Value: The study spans almost the entire period of time since the FII/FPI flows became
significant after the economic liberalisation measures of the 1990s. The potential impact of up-to-date
policy changes has, therefore, been accounted for. The study includes the complete range of FPI investment
product categories, viz., equity, debt, debt VRR, hybrids, futures, and options. While the relationship
between the FPI investment in debt and equity and the market volatility has been examined by considering
the monthly volatility of the Nifty returns, the relationship between investment in derivatives has been
examined in relationship to the NSE India VIX implied volatility index. Such an approach is a more accurate
reflection of the relationship of the FPI open interest in derivatives and the Nifty-implied volatility. In
addition, these relationships have been examined both along the volatility scale as well as the usual time
scale. This is important because the FPIs' investment decisions, especially related to equity and derivatives
(since debt and debt VRR investment are not so 'liquid') are driven by their perception of risk rather than
longevity.

Key words: Foreign portfolio investment, Stock-market volatility, India VIX, India

Does Foreign Portfolio Investment Increase Stock Market Volatility?

INTRODUCTION
The foreign capital is often referred to as a 'doubleedged sword' to signify the delicate balance the
host country must strike to reap the expected
economic benefits without harming its capitalmarket and money-market stability. However,
there is no denying the many virtues of crossborder capital flows. India and other emerging
markets today are the centerpiece of foreign
portfolio flows and the increasing integration of
their capital markets with the developed markets is
the foregone conclusion. Indian policy-makers,
therefore, need to examine whether foreign capital
flows have indeed posed a heightened risk to
India's markets. The foreign portfolio investment
(FPI), as compared to the Foreign Direct
Investment (FDI), is more volatile and, therefore,
requires a deeper examination of its potential
destabilizing effects, that is, whether higher FPI
flows lead to an increase in the stock market
volatility.
Since the financial liberalisation of the 1990s, the
Indian government through the market regulator,
the Securities and Exchange Board of India (SEBI),
has progressively made legal provisions for
facilitating foreign investment, signalling the fact
that the government considers the FPI flows to be
important for the growth of the capital market and
the national economy. Foreign investors
particularly find the emerging markets attractive
from the points of view of higher returns than the
developed markets and opportunities for portfoliorisk diversification. They consider, among other
factors, a country's macroeconomic fundamentals,
political stability, price stability, and the cost of
trading on stock market to be the important factors
before deciding on the investment in a country.
Among the developing countries, India has
increasingly charmed the foreign investors due to
its stable political situation, increasing economic
liberalisation, strong GDP growth and the ease-ofdoing business on the capital market. India has the
highest weight in the MSCI Emerging Markets
Index, after China. However, foreign investors,
like any investor, invest in a country for superior
real return on their investment. They are likely to
pull out their investment, should any adverse
condition occurs in the host country, better returns
are available in any other country, or if their home

country's politico-economic situation so demands.
Such investment-dynamics effects can lead to the
excessive stock market volatility.
This study examines the relationship between the
FPI flows and the stock market volatility, during
the period from January 2000 to December 2020.
This period was characterised by different political
climates, a steady GDP growth rate, and the gradual
opening up of capital market to foreign investors.
The year 2019-2020 was also a period of high
volatility, during which the COVID-19 pandemic
spread around the world, adversely impacting the
domestic economy of foreign investors' home
countries too. Such an unprecedented event might
offer unique insights into the investment behaviour
of foreign investors. The period of study is also a
witness to the tremendous growth of the Indian
capital market, in terms of the volume of business,
number of participants, variety of tradable
financial products, efficiency and transparency of
trading and settlement platforms, reduction in
impact costs and proactive risk management
mechanism. All these improvements, coupled with
an attractive policy framework, have enhanced
foreign investors' confidence in India. The foreign
portfolio investment is here to stay and grow. The
beneficiary companies and the country at large
must develop the capacity to absorb this capital for
sustainable growth and put systemic measures in
place to protect the domestic financial system from
the shocks of 'sudden stops' in foreign investment.
The present study distinguishes itself from the prior
research in two ways: (1) It covers almost the entire
period of the significant emergence and growth of
the FPI investment in India, including the mostrecent period; and (2) It utilises the impliedvolatility index (India VIX), instead of a broadbased market index (the Nifty or the Sensex) to
study the relationship between the FPI investment
in derivatives and the implied volatility. The choice
of a volatility index that is derived from the option
prices provides a more accurate barometer of the
relationship between derivative trades and their
impact on the future volatility.
Foreign Portfolio Investment in India: An
Overview
Foreign investment into the Indian capital market
has come a long way since its inception in the early
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1990s. The term, 'Foreign Portfolio Investor (FPI)',
was introduced by the SEBI in June 2014, as an
umbrella term for Foreign Institutional Investors,
their sub-accounts, and Overseas Financial
Institutions. Regulatory reforms along the way
have permitted a variety of foreign portfolio
investors to invest in equity, debt (of various
kinds), and derivatives. The focus of regulatory
changes in respect of the FPIs has been to
discourage circuitous investment and encourage
portfolio investment through the direct access route
and retention of the investment for a longer timehorizon.
The FPI investment in equity, debt, hybridsecurities ('hybrids') and derivatives has seen rising
volumes over the last two decades. As of November
2020, 9989 FPIs were registered with the SEBI,
representing 54 countries or territories (See Figure
1). Of these, 8333 were Category-I FPIs and the rest
1656 belonged to Category-II.

Table 1: Top-Ten FPI Countries by AUC
(INR crore, as of November 2019)
S. No.

Country

No. of FPIs

Equity

Debt

Debt VRR

Hybrid

Total
INR crore

1.

The USA

3332

12,51,361

29,143

198

6,113

2.

Mauritius

602

3,92,629

16,894

19,349

138

12,86,815
4,29,009

3.

Singapore

468

2,46,049

65,174

47,012

10,145

3,68,381

4.

Luxembourg

1182

2,88,424

38,395

2,366

611

3,29,796

5.

The UK

537

2,01,199

2,529

1,223

760

2,05,710

6.

Ireland

633

1,39,362

5,217

0

366

1,44,946

7.

Canada

679

1,15,124

17,287

1,751

1,438

1,35,601

8.

Japan

436

89,635

15,636

0

220

1,05,490

9.

Norway

23

85,567

10,348

0

66

95,981

10.

The Netherlands

114

71,575

18,765

1,555

4

91,900

Other

1983

5,76,537

66,999

11,126

2,552

6,57,214

Total

9989

34,57,463

2,86,387

84,580

22,413

38,50,843

According to the National Securities Depositories
Ltd. (NSDL), in November 2019, the highest FPI
investment in equity was attracted by the Financial
Services sector (INR 12,05, 623 crore), followed
by Software & Services (INR 4,54,506 crore) and
Oil & Gas (INR 3,56,750 crore), respectively.
Other sectors of interest to the FPIs were:
Automobile and Auto Components,
Pharmaceuticals and Biotech, Household and
Personal Products, Capital Goods, and Food,
Beverages and Tobacco.
In the case of debt, the Sovereign debt attracted the
highest investment at INR 1,53,682 crore. At the
aggregate level, the equity received the lion's share
(around 90%) of the total FPI investment, while the
debt, debt VRR, and the hybrids received the
remaining 10 per cent.

Figure 1: Distribution of FPIs by Country of
Origin (as of November 2019)
(Data source: NSDL)
The US, Luxembourg, Canada, Ireland, Mauritius,
the UK, Singapore, Japan, Australia, and Cayman
Islands were the Top-ten countries in terms of the
number of registered FPIs. Norway and the
Netherlands made it to the Top-ten list at the
expense of Cayman Islands and Australia when the
Assets-under-Control (AUC) metric was
considered (Table 1).
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In 2018-2019, the FPIs held around 29 per cent of
the equity shares listed on the Indian capital
market. The FPI holding in frontline stocks was
generally at the maximum permissible limit set by
the RBI/NSDL, and this limit is progressively
being raised for all kinds of investments, in order to
attract more foreign portfolio investment and to
improve India's weightage in global indices, such
as the MSCI Emerging Markets Index.
As expected, the prime considerations of the
foreign investors and portfolio managers are higher
(than the home-market) return and portfolio
diversification. Among emerging markets, India,
due to its well-developed stock market, stable
political system, decent GDP level and growth rate,
and increasing ease-of-market access by foreigninvestors, has of late become a preferred
destination for the foreign-portfolio investors. The
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FPI investment in India is growing in all market
segments due to increasing ease-of-market access,
wider choice of investible financial products and
ever-higher investment limits provided by the
Central Bank and other regulators. In this scenario,
it is important to study the relationship between the
FPI investment and the stock-market volatility in
India to gauge any harmful effects of such foreign
capital and the investment behaviour of the foreign
investors. This study is more comprehensive and
accurate than the previous ones on the subject,
considering longer time-period covered (20002020) and the inclusion of the full range of FPI
investment product categories, viz., equity, debt,
debt VRR, hybrids, futures, and options. While the
relationship between the FPI investment in debt
and equity and market volatility has been examined
by considering the monthly volatility of Nifty
returns, the relationship between the investments in
derivatives has been examined in relationship to
the NSE India VIX volatility index. Such an
approach is more accurate reflection of the
relationship between the FPI open interest in
derivatives and the implied volatility.
LITERATURE REVIEW
Literature on the determinants and impact of
foreign-portfolio investment in emerging
economies is rich, both in terms of the global
coverage and the variety of empirical analysis.
Research in this area has especially burgeoned
since the 1990s, when the developing economies
opened their doors to the foreign capital.
Researchers have studied various types of foreign
capital flows, factors that drive investors' choice
between the FDI and the FPI (Hattari and Rajan,
2011), and whether the host countries have indeed
reaped lasting economic benefits (Basu and
Miroshnik, 2013). Although the foreign portfolio
investment and the foreign direct investment are
differentiated by their definitions and the
underlying motivations, they are often studied in
tandem in respect of the impact of factors, such as
the country of origin, whether the host country was
previously a colony of the country of origin, the
geographical distance between the source-country
and the host country, host country's GDP,
population, political system, size of the capital

market, accounting transparency and corporate
governance.
Hattari and Rajan (2011) differentiated the FDI
(both the greenfield investment and the M&A
investment) from the FPI, in terms of motivations
of the source and the host countries, and how the
information friction, proxied by the host-country
GDP, population, geographical distance, language,
common colonial past, current account openness
and capital market capitalisation-GDP ratio,
affected the FDI and the FPI flows. They found that
due to higher sunk costs, the Greenfield FDI
behaved differently from the M&A FDI and FPI.
For instance, the geographical distance between
the source-country and the host-country had a
significant bearing on Greenfield FDI but not on
the M&A FDI and the FPI. They used the FDI
(total) data from the UNCTAD EIU-WIS database;
the M&A FDI database 'Zephyr' from Bureau Van
Dijk; FPI equity investment data on source-host
country pairs from the IMF's Co-ordinated
Portfolio Investment Survey (CPIS); data on
macroeconomic indicators from the World Bank;
stock market capitalisation data from Standard &
Poor's and the capital account openness indicators
from the IMF's Annual Report on Exchange
Arrangements and Exchange Restrictions
(AREAER). Fixed-effects OLS regression results
of the gravity model indicated that:
(1) The 'distance' elasticity was negative, that is, as
the distance between the source and host
country rose, the ratio of the FDI to FPI
declined, i.e. the FDI is deterred more than the
FPI;
(2) The FDI was more closely related to the GDP
of the source-country than the FPI, but the
difference was not too large;
(3) The common language positively impacted the
FDI more than the FPI; and
(4) The geographical contiguity impacted the FPI
more favourably.
Other comprehensive studies on the effect of the
'distance' on the foreign portfolio equity flows are
the 14-country study by Portes and Rey (2005); the
223-destination country study by Lane and Ferreti
(2008); and the 77-country study by Daude and
Fratzscher (2008). The study on the relationship
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between foreign investment and corporate
governance by Khan and Banerji (2016) revealed
that adherence to corporate governance norms
encouraged the FPI and individual investors could
make higher long-term gains by following the level
of the FPI capitalisation in select stocks. Agarwal
(1997) studied the determinants and the impact of
foreign portfolio investment on some developing
countries.
Another important area of research concerns the
possible adverse impact of foreign portfolio
investment (“hot money”) on the return and the
volatility of the host capital market and whether the
host economy indeed benefited from such
investment.
Grenville (2012) examined the capital flows into
the emerging economies in terms of their purported
(and real) investment objective, trends and how
well the host countries had dealt with them without
suffering from their volatility and 'sudden stops'.
The study identified the key characteristics of
foreign capital flows, such as:
(1) They were volatile and large as compared to the
GDP of the recipient countries;
(2) Interest differentials were not the only factors
for investment decisions, especially
considering the fact that the FPI flows were
also uphill, i.e. from the developing to the
developed economies;
(3) Exchange rates themselves were volatile in the
developing countries and might fail to anchor
shocks to the system from the FPI flows; and
(4) The main incentive for global investors to
invest in developing countries had been the
superior returns on debt and equity.
Further, he argued that the benefits of the foreign
investment had often been mis-stated, e.g., funding
for investment is available in large volume and
cheap; foreign capital (FDI) brings technology and
management skills; local consumption smoothens
adverse shocks; portfolio diversification occurs;
and capital flows provide inputs for fiscal and
monetary policy making. These benefits may not
be real for a country, and the large capital flows
without solid domestic fundamentals and a guarded
current account policy may lead to excessive
42

volatility.
The impact of foreign investors, investing in
emerging markets through country funds, ADRs
and directly, on stock returns, volatility and
integration with source markets was examined by
Bekaert and Harvey (2000). The study spanned the
1976-1996 period and covered investments into 20
emerging markets that opened up ('liberalised')
their economies during that period. It employed the
GJR-GARCH model and a number of micro and
macro control variables to examine the host
market's pre-liberalisation and post-liberalisation
return, volatility and integration with developed
(source) markets. The study revealed that even
after the host countries have opened up their
markets to global investors, superior returns
and weak integration with global markets
offered diversification benefit to foreign
investors/speculators. The effect on market
volatility was found to be weakly positive, but it
became negative when studied in the presence of
control variables.
Dua and Garg (2013) studied the determinants and
composition of the FPI flows (including the
investment through ADR and GDR routes) into
India during October 1995 to October 2011. The
authors applied a portfolio balance model to the
capital flows and found that among determinants of
the FPI inflows, exchange rate, domestic output
(Index of Industrial Production - IIP) growth and
stock market performance (BSE returns) were the
most significant.
Dhingra, Gandhi and Bulsara (2016) used the VAR
technique to empirically examine the dynamic
interactions of the FII (FPI) investment in India
with stock returns (the Nifty log returns) and return
volatility (TARCH (1, 1) estimates) during the
2004-2012 period. The authors employed simple
regression, cross-correlation and GrangerCausality tests at various leads and lags to analyse
the FPI Flow-Stock Return and FPI Flow-Volatility
interactions to determine whether the FPIs were
'feedback traders', i.e., they chased higher returns
and eschewed higher volatility. In addition, the
persistence of impact of innovations in explanatory
variables, viz. the FPI purchases, sales and net
flows in equity; open interest in Nifty futures;
and Nifty returns) was examined via the
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impulse response function and the Cholesky
decomposition. The dynamics between the FPI
flows and the return/volatility were analysed by
estimating the bivariate VAR (BVAR) models. The
study revealed that the FPIs were positive feedback
traders ('herding' behaviour) while buying, and
negative feedback traders while selling equity and
derivatives. The one-way causality from the Nifty
returns to the FPI flows indicated that the Nifty
returns determined the FPI flows and not the other
way around. In the context of the Nifty return
volatility, it found that the FPI flows increased the
Nifty volatility, more strongly, when the FPIs sell
than when they buy. Moreover, the volatility
shocks triggered by FPI selling persisted for more
than ten days.
In contrast, Gordon and Gupta (2003) did not find
any evidence of a positive feedback trading by the
FPIs. They found the FPIs to be the 'bargain
hunters', that is, they bought on price dips. A
possible reason for this behaviour is the FPIs' fixedfund allocation to the emerging markets at large
and then apportioning it among specific emerging
markets. Therefore, they sold on market rises and
bought on declines. They employed the VAR
model and impulse response function to confirm
negative relationship between shocks to the BSE
Sensex returns and the FPI flows into India. The
authors found that a one percentage point increase
in the Indian market yield led to a four per cent
decrease in the FPI investment on a monthlyaverage basis. This result is consistent with Griffin
et al. (2004). The study also revealed a negative
relationship between the FPI flows and credit
rating downgrades, and the FPI flows and Rupee
exchange rate depreciation. Further, they found
seasonality ('beginning-of-the-year effect') in the
FPI flows. Among the global variables, they noted
that the contagion existed between India and the
other emerging markets, and global interest rates
(LIBOR) had a significant negative relationship
with the FPI flows. Specifically, a one-percentage
point increase in the LIBOR decreases the monthly
average FPI inflows by 20 per cent. Moreover,
among the domestic and global factors, the FPI
flows had the strongest relationship with the lagged
BSE Sensex return.
Some other studies on the relationship between the
FPI flows into India and other emerging economies

and macro and micro variables of the host country
are: Chakrabarti (2001); Ananthanarayanan,
Krishnamurti and Sen (2009); Batra (2003);
Ahmad, Ashraf and Ahmed (2005); Bekaert,
Harvey and Lumsdaine (2002); Bohn and Tesar
(1996); Cho, Kho and Stulz (1998) study on Korea;
and Clark and Berko (1997) study on Mexico.
Agudelo and Castano (2011) studied the effect of
the FPI flows on the stock return volatility in the six
largest stock markets in South America – Brazil,
Argentina, Mexico, Colombia, Chile, and Peru –
during the period from April 1995 to December
2008. The study did not reveal any strong evidence
in support of the hypothesis that the FPI flows
induced high volatility and instability in all the
markets studied. The stock returns in home markets
were found to be strongly related to the
performance of foreign (developed) stock markets
and the USD exchange rate, signifying their
integration with world markets. The period of study
was divided into multiple periods for each country
in order to maintain the uniformity of the economic
policy regime, for instance, when major policy
changes or controls were instituted in the wake of
major market crashes, or where significant
proactive economic liberalisation measures were
taken. The study employed the GARCH class of
models (GARCH (1,1) and EGARCH (1,1))to
reveal that, for all the countries, market volatility
was not significantly correlated with the FPI flows
or the total level of foreign investment. The
volatility clusters in the FPI flows did not match
with volatility clusters in the stock returns. Granger
causality tests and impulse response function
confirmed that the FPI flows do not induce higher
volatility or have any significant effect on the
systematic risk in the home market.
Kaur (2003) compared the BSE Sensex volatility
before and after the commencement of the FPI
investments in India to ascertain whether the
investment (net flows in equity) had increased or
decreased market volatility. The 'before' period was
from January 1990 to December 1992, and the
'after' period from January 1993 to December 2000.
The comparison was made over the 12-month, 24month, and the 36-month time-horizons, and
significant differences in the volatility computed, if
any. The study revealed that there was reduction in
volatility post-January 1993. However, the
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correlation was found to be weak and the reduction
in the Sensex volatility could not be attributed
solely to the FPI investment.
Garg and Bodla (2011) used the daily Sensex and
the FII flows data from 1986 to 2007 to examine the
impact of foreign capital on the Sensex volatility
and return. They found that both the Sensex return
and volatility declined after the Indian capital
market was opened to the foreign portfolio
investors.
Significance of the Study
The present study differs from the previous studies
on the relationship between the FPI flows and the
stock market volatility in India, in many ways.
Firstly, it spans almost the entire period of time
since the FII/FPI flows became significant after the
economic liberalisation measures of the 1990s.
This means that the potential impact of up-to-date
policy changes has been accounted for. Secondly,
the study included the complete range of the FPI
investment product categories, viz., equity, debt,
debt VRR, hybrids, futures and options. Thirdly,
while the relationship between the FPI investment
in debt and equity and market volatility has been
examined by considering the monthly volatility of
the Nifty returns, the relationship between the
investment in derivatives is examined in
relationship to the NSE India VIX implied
volatility index. Such an approach is a more
accurate reflection of relationship of the FPI open
interest in derivatives and the Nifty implied
volatility. In addition, these relations have been
examined along the volatility scale as well as the
usual time scale. This is important because the
FPIs' investment decisions, especially related to
equity and derivative (since debt/debt VRR is not
so 'liquid'), are driven by their perception of risk
rather than the longevity.
OBJECTIVES OF THE STUDY
The study empirically analyses the foreign
portfolio investment in equity, debt and
derivatives, during the period from January 2000 to
December 2020, with the following objectives:
1. To examine whether an increase in the FPI
flows into equity and debt leads to an increase
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in the stock market (Nifty) realised volatility;
and
2. To ascertain whether an increase in the FPI
flows into derivatives leads to an increase in the
stock market (India VIX) implied volatility.
RESEARCH METHODOLOGY
The sample dataset, data sources and research
methodology used in the study are described in the
following paragraphs. EViews (version 11) and
Microsoft Excel have been used for computations
and analysis.
The Sample
The study sample comprises the following:
(1) The daily closing prices of the market indices,
viz., the Nifty50 (Nifty) and the India VIX.
While the Nifty, the flagship index of the NSE,
represents the market portfolio, the India VIX
represents the Nifty implied volatility;
(2) The monthly net FPI flows into equity, debt,
debt VRR and hybrids; and
(3) The monthly net FPI flows (open interest) into
index and stock futures, index and stock
options, and interest rate futures.
The net flows were used instead of the gross flows
to allow factors, like exchange rates and interest
rates to manifest in the buy/sell decisions of the
FPIs. For instance, a favourable USD-INR
exchange rate (more Rupees for a US Dollar) may
prompt a buy decision, and vice versa. The debt
investments are particularly sensitive to exchange
rate fluctuations. The FPI net flows are, therefore,
not only a true reflection of the FPIs' confidence in
Indian stock market at any given time, but also a
better statistic to study their impact on the stock
market volatility.
The Dataset and Data Sources
The daily closing prices of the Nifty and the India
VIX were taken from the NSE website. The data on
the FPI net flows was taken from the websites of the
Securities and Exchange Board of India (SEBI) and

NICE Journal of Business • Vol. 15 • Nos. 1 & 2 • Jan. - Dec., 2020

Does Foreign Portfolio Investment Increase Stock Market Volatility?

the National Securities Depository Limited
(NSDL). The SEBI and the NSDL publish daily,
monthly, and yearly FPI net flows, by aggregating
the trading data submitted by the NSE and the BSE.
The time-period considered for the various time
series is listed in Table 2.
Table 2: List of Time Series
Time Series

Time Period

The Nifty daily

January 2000 to December 2020

The India VIX daily

July 2014 to December 2020

The Monthly FPI investment in Equity & Debt

January 2000 to December 2020

The Monthly FPI investment in Derivatives

July 2014 to December 2020

The Monthly FPI investment in Debt VRR

January 2020 to December 2020

The Monthly FPI investment in Hybrid Securities

December 2017 to December 2020

The Monthly FPI investment in Interest Rate Futures

November 2015 to December 2020

Measures of Daily Return and Volatility
The daily return was computed as the log normal
difference of consecutive trading day prices. The
volatility was computed as the square root of the
sum of the squared deviations of the returns from
the long-term mean during the specified period of
time (Table 3). The long-term mean (M) of the
high-frequency stock return time series, like the
Nifty daily return is close to zero, e.g., it is 0.0467
per cent for the 2000-2014 period. The longer the
time horizon, the closer the M gets to zero. The
volatility scales as the square root of number of
observations. For instance, the Nifty monthly
volatility is annualised by multiplying it by the
square root of number of months in a year, i.e., 12.

20 trading days is applied to compute realised
volatility on each trading day. The rolling window
method allows for manifestation of effects of
volatility shocks. For the purpose of this study, the
long-term average daily return is considered to be
near zero, and, therefore, the squared deviation is
equal to the squared daily return. Nifty realised
volatility in a month is the average daily volatility
in the month. To annualise this metric, it is
multiplied by the square root of 12, (i.e., the
number of months in a year).
Open Interest (OI)
The Open Interest in a derivative product is the total
value (in INR) of outstanding options and futures
contracts that have not been settled at the end of a
trading day. This means that a net inflow of
investment into a type of contract will lead to an
increase in the open interest, and vice versa. We use
the monthly aggregate open interest in the futures
and the options contracts held by the FPIs on the
NSE and the BSE, as reported on the NSDL
website.
Debt-VRR (Voluntary Retention Route)

Some terms used in the study are introduced below.

The Debt-VRR is an investment route through
which the FPIs can invest in corporate and
government debt. The policy framework for this
route was given by the Reserve Bank of India (RBI)
in March 2019 but the actual investment data is
available from the NSDL only from January 2020.
According to the RBI, “The objective of the VRR
channel is to attract long-term and stable FPI
investments into debt markets while providing the
FPIs with operational flexibility to manage their
investments.” Investment through this channel is
free of the macro-prudential and other regulatory
prescriptions otherwise applicable to the FPI
investment in debt markets. The main feature of
'debt VRR' is that the FPIs voluntarily commit to
retain a required minimum percentage of their
investment in India for a period of their choice,
subject to a certain minimum period.

Realised Volatility (RV)

Hybrids

The Realised Volatility on a trading day refers to
the square root of the sum of the squared deviations
of daily returns during the previous 20 trading days
from the long-term average. A sliding window of

The Hybrid investment refers to the FPI investment
in hybrid securities, such as investment made
through the Real Estate Investment Trusts (REIT)
and Infrastructure Investment Trusts (InvIT).
Separate reporting of such investment was

Relevant Concepts
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mandated by the SEBI in November 2017.
Hypotheses
The following hypotheses were formulated in order
to achieve the objectives of the study:
Hypothesis 1: An increase in the net FPI flows into
equity and debt leads to an increase in the Nifty
volatility.
Hypothesis 2: An increase in the FPI flows into
derivatives leads to an increase in the India VIX
level.
Method of Analysis
Statistical analysis software package 'EViews-11'
was used to analyse the data. Where required,
descriptive statistics were computed and charts
plotted by using Microsoft Excel. The following
steps were followed in order to compute
descriptive statistics on the indices and the FPI
flows, and to carry out the empirical analyses.
(1) Synchronise all the high-frequency time series,
viz,. the Nifty, the India VIX and the FPI net
flows. Estimate missing values by applying the
cubic spline fitting method (in EViews).
(2) Compute the daily returns on the Nifty as log
normal difference of consecutive day index
levels. The return is represented as a
percentage.
(3) Compute the annualised average monthly
volatility by taking the average of daily
volatility on trading days in the month and
multiplying it by the square root of 12.
(4) Compute descriptive statistics on the Nifty
volatility, India VIX, FPI net flows and open
interest to reveal the nature of their
distributions.
(5) Define the variables listed in Table 4, to
represent the various time series used in the
study.

(6) To reveal the nature and strength of their
relationship during the period of study, run
linear regressions between the following pairs
of variables:
a. FPI_NET_EQUITY (independent variable)
and ANNUALIZED_RV;
b. FPI_NET_DEBT(independent variable) and
ANNUALIZED_RV;
c. FPI_NET_TOTAL (independent variable)and
ANNUALIZED_RV;
d. OI_INDEX_FUT(independent variable) and
NVIX;
e. OI_INDEX_OPT(independent variable) and
NVIX;
f. OI_STOCK_FUT(independent variable) and
NVIX;
g. OI_STOCK_OPT(independent variable) and
NVIX;
h. OI_INTRATE_FUT(independent variable)
and NVIX;
i.

OI_TOTAL (independent variable) and NVIX.

(7) Sort the daily values of FPI_NET_EQUITY
and FPI_NET_DEBT on ANNUALISED_RV
from low to high and divide the sample into
sub-samples(buckets) containing around five
per cent data points each. Compute average
values of each percentile bucket for all
variables. This is done to examine the
relationship of the net flows on the volatility
scale instead of the time scale;
(8) Sort the daily values of all the open interest
variables on the NVIX and compute the bucket
averages as done in Step 7; and
(9) Repeat the linear regression runs on variable
pairs of Step 6 by using the bucket averages
instead of the daily values. This is done to
examine the various relationships along the
volatility scale instead of the time scale.
DATA ANALYSIS AND FINDINGS
The results of the computation done and the
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interpretation of the results of the empirical
analysis are presented in the following paragraphs.
A quick look at the descriptive statistics on various
time series is followed by the discussion of results
of the regression analyses done on the relationship
between the Nifty volatility and the FPI net flows
into equity and debt, and between the India VIX
and the FPI open interest in derivatives.
Descriptive Analysis
The year-wise FPI net investment in equity, debt,
debt VRR and hybrids is depicted in Figure 2.

As shown in the figure, eighteen years out of 21
(2000 to 2020) saw net inflows, the highest being in
2014, followed by the years 2017, 2010, and 2012,
in that order. Only the years 2008, 2016, and 2018
saw net outflows. The capital flight out of India in
2008 (INR 52,987 crore net sale of equities)
happened on the back of the Global Financial
Crisis. The FPI turned net sellers in 2018 (net sale
of INR 33,014 crore in equity and INR 47,795 crore
in debt) due to a number of factors, such as the US
Fed rate hike, slowdown in the frontline
economies, US-China trade war and uncertainty
about the Brexit. In 2016, they heavily sold debt

Figure 2: FPI Annual Net Investment in Equity and Debt during 2000-2020
(INR 43,467 crore net) and bought equity.
The year 2020 witnessed a feverish activity by the
FPIs. While they off-loaded conventional debt
(INR 1,04,873 crore net), they bought heavily into
equity (INR 1,70,262 crore net), debt VRR (INR
25,255 crore net) and hybrids (INR 12,546 net).
The upbeat sentiment of foreign investors in
December 2020 helped the Indian stock indices
reach their life-time highs as the year came to a
close.

In addition to the 'cash' segment, since 2014, when
the FPI investment was permitted in the derivatives
(the 'F&O' segment), the segment saw very strong
participation from the FPIs. As depicted in Figure
3, the FPI investment in index/stock/interest rate
futures and index/stock options has remained
strong during the years 2014-2020 with index
options and stock futures dominating fund
allocation. As of December 2020, the FPI open
interest in derivatives (INR 40,356,690 crore) was
nearly 400 times that of the FPI net investment in
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Figure 3: FPI Annual Open Interest in Derivatives (during the years 2014-2020)
equity and debt (INR 103,158 crore).
The FPI flows, as opposed to the FDI flows, are
inherently volatile like any portfolio investment.
This can be observed from the monthly FPI net
investment in equity and debt, and derivatives
shown in Figures 4 and 5, respectively. A glance at

the chart shown in Figure 4 indicates the growing
level of the FPI investment in equity and debt, and
their investment activity (sale/purchase)
progressively become more vigorous during the
2000-2020 period. While the months of June 2013
and March 2020 witnessed the highest fund
withdrawals, the FPIs pumped in the largest

Figure 4: FPI Monthly Net Investment in Equity and Debt (during 2000-2020)
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amounts in March 2017 and December 2020.
In June 2013, the FPIs sold INR 11,027 crore worth
of equities and INR 33,135 crore worth of debt and
hybrids. In March 2020, in the wake of the
revelation of the potential adverse impact of the
COVID-19 pandemic, the FPIs sold heavily across
all investment categories, except debt VRR. They
net sold INR 61,973 crore worth of equities, INR
60,376 crore of debt and INR 19 crore of hybrids,
bringing the total of net sales to INR 1,18,203
crore. They, however, bought debt VRR of INR
4,165 crore to meet their committed obligations
under the scheme. Conversely, March 2017 and
December 2020 saw net purchases across the
board. In March 2017, the FPIs net purchased
equity worth INR 30,906 crore and debt and
hybrids worth INR 25,355 crore, bringing their
total net purchases to INR 56,261 crore. December
2020 was the best month for FPI investment during
the last two decades. Erasing their heavy sales of
March 2020, riding on the availability of the
COVID-19 vaccine and a possible further financial
stimulus from the US Fed, the FPIs made large
purchases across all investment categories in
December 2020. During the month, they bought a
whopping INR 71,046 crore worth of equities and
debt, with equities amounting to INR 62,015 crore,
debt worth INR 4,078 crore, debt VRR worth 2,463
crore and the hybrids worth INR 2,489 crore.
On a month-to-month basis, since July 2014 when

the FPIs were permitted to invest in derivatives,
they consistently kept high open interest in
derivatives, preferring the index options and the
stock futures over the index futures, stock options
and interest rate futures (Figure 5). Their aggregate
open interest grew steadily from INR 2,083,630
crore in July 2014, to an all-time-high of INR
4,535,799 crore in December 2020, with the
exception of the sell-off during April 2020, when
the open interest in both index options and stock
futures touched their all-time lows of INR 5,84,614
crore and INR 1,270,376 crore, respectively. Since
then, the open interest in both these preferred
derivative types quickly recovered to reach all-time
high for index options (INR 1,805,500 crore) and a
robust INR 2,258,790 crore for stock futures in
December 2020. An interesting observation that
can be made from figure 5 is that the FPIs' top
choice of derivative product shifted from index
options to stock futures in January-February 2018.
The FPI open interest in index options fell from the
November 2017 high of INR 1,962,975 crore to an
all-time low of INR 584,614 crore in April 2020
only to recover to an all-time high of INR
1,805,500 crore in December 2020. During the
same period, open interest in stock futures rose
from INR 1,523,999 crore in November 2017 to
all-time high of INR 2,334,711 crore in January
2020, fell to an all-time low in April 2020 and
recovered to INR 2,258,790 crore, in December
2020.

Figure 5: FPI Monthly Open Interest in Derivatives (2014-2020)
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The contemporaneous monthly average values of
Nifty volatility and cumulative FPI flows in equity,
debt and derivatives are shown in Figures 6, 7 and
8, respectively. The debt numbers include debt,

debt VRR and hybrids, while the open interest in
derivatives, includes open interest in all types of
derivatives, e.g., index options, index futures, stock
futures, stock options and interest rate futures.

Figure 6: Monthly Averages: Nifty Volatility, FPI Cumulative Net Investment in Equity
(January 2000 – December 2020)

Figure 7: Monthly Averages: Nifty Volatility, FPI Cumulative Net investment in Debt & Hybrids
(January 2000 – December 2020)
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Figure 8: Monthly Averages: NVIX and FPI Net Open Interest in Derivatives
(July 2014 – December 2020)
A look at Figures 6 and 7 reveals that the FPI
investments both in equity and debt have been
volatile and there is a negative relationship between
the Nifty volatility spikes (November 2008, April
2020, etc.) and the cumulative FPI net flows. The
FPI net investment (open interest), on the other
hand (Figure 8) steadily rose during 2014-2020
only to fall during the January-April 2020 period
before getting back on the growth track in
December 2020. Moreover, one can notice the fact
that, barring the extreme volatility of March-April
2020, the period of 2014-2020 was relatively less
volatile than the 2000-2014 period. The net
investment in derivative therefore saw a steady rise
since the FPIs were permitted to trade in derivatives
in July 2014.
The average and total FPI investments in Top-15
most and least volatile months are summarised in

Tables 5 and 6. Though a crude way of assessing
the impact of FPI investment on volatility, the
numbers in the tables lead to some interesting
observations. Equity and debt flows are
significantly lower (-145%) during high volatility
months. Aggregate open interest in derivatives, on
the other hand, is only 8% lower during high
volatility months as compared to low volatility
months. Among derivatives (Table 6), open interest
in all derivatives but for stock futures (+6%) was
lower during highly volatile months. Open interest
was lower in index futures by 37%, in index options
by 11%, in stock options by 24% and in interest rate
futures by 73%. This suggests that there could be an
inverse relationship between the FPI net
flows/open interest and the Nifty volatility/ India
VIX.
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Table 5: FPI Net Investment in Equity & Debt in 15 Most and Least Volatile Months

Table 6: FPI Open Interest in Derivatives in 15 Most and Least Volatile Months
(Figures in INR crore)

The relationship between the FPI net flows into
equity, debt, and derivatives is examined through
linear regression in the following paragraphs.
Nifty Volatility and FPI Investment in Debt and
Equity
The relationship between monthly average Nifty
realised volatility and monthly FPInet investment
in equity and debt during the 2000-2020 period is
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analysed by individually regressing
ANNUALIZED_RV on corresponding monthly
values of MF_NET_EQUITY, MF_NET_DEBT
and MF_NET_TOTAL. A linear regression line is
fitted to estimate the goodness of fit. The series
pairs are plotted in Figure9. Regression plots
indicate that during the 2000-2020 period, the
relationship between the Nifty volatility and FPI
monthly net investment in equity, debt, debt VRR,
hybrid products and, therefore, total equity and debt
is negative but insignificant.
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Figure 9: Linear regression plots of ANNUALIZED_RV on FPI_NET_EQUITY,
FPI_NET_DEBT and FPI_NET_TOTAL (Monthly values)
However, our objective was to examine the
relationship between the FPI investment and the
Nifty volatility, i.e., whether the higher/lower
volatility had a sympathetic relationship with the
higher/lower FPI investment? To achieve this, we
sorted the data set into volatility percentiles and
then regressed the same set of series pairs by taking
their percentile averages. The regression plots are
shown in Figure 10.

actually lower Nifty volatility and do not increase it
as popularly perceived. The negative relationship is
stronger in case of equity (R2 of 63.3%) as
compared to debt (R2 of 48.7% when traditional
debt is considered and 46.7% when debt VRR and
hybrids are also considered). Overall for equity and
debt, the relationship is very strong and negative (R2
of 61.1%). Higher FPI investment in equity and
debt therefore lowers Nifty volatility.

The regression plots of in the figure reveal a strong
negative relationship between FPI net flows and
Nifty volatility. This suggests that the higher FPI
flows into equity, debt, debt VRR or hybrids

Hypothesis 1, “An increase in net FPI flows into
equity and debt leads to an increase in Nifty
volatility”, is, therefore, rejected.

Figure 10: Linear regression plots of ANNUALIZED_RV on FPI_NET_EQUITY,
FPI_NET_DEBT and FPI_NET_TOTAL (Volatility percentile averages)
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Nifty Volatility and FPI Investment in
Derivatives
The relationship between monthly average Nifty
realized volatility and monthly FPI open interest in
various types of derivatives during the 2014-2020
period has been examined by individually
regressing NVIX (instead of Nifty volatility as was
done in the case of equity and debt)on
corresponding monthly values of
O I _ I N D E X _ F U T, O I _ I N D E X _ O P T,
O I _ S T O C K _ F U T, O I _ S T O C K _ O P T,
OI_INTRATE_FUT and OI_TOTAL. Since the

India VIX is computed from Nifty options, FPI
flows in derivatives are more closely linked to the
India VIX than the Nifty itself, which is computed
as weighted sum of market capitalization of the
Nifty stocks. Also, benefitting from experience in
dealing with regression of the Nifty volatility on
equity and debt net flows, in case of derivatives, we
straightaway proceed to the percentile average
method in line with the objectives of the study. The
results of linear regression between series pairs
(NVIX percentile averages) are shown in Figure
11.

Figure 11: Linear Regression Plots of NVIX on OI_INDEX_FUT, OI_INDEX_OPT,
OI_STOCK_FUT, OI_STOCK_OPT, OI_INTRAT_FUT and OI_TOTAL (NVIX percentile averages)
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The regression plots indicate that during the 20142020 period, the relationship between the NVIX
and the FPI monthly open interest was significant
and negative for all derivative types with the
exception of stock futures, which has a positive
slope and R2 of 18.5%. The negative relationship is
the strongest in case of index options (R2 of 65.7%),
index futures (R2 of 63.6%) and interest rate futures
(R2 of 61.4%). Stock options too have a negative
linear relationship with the NVIX (R2 of 15.4%). On
aggregate, derivatives have a negative relationship
with the NVIX (R2 of 15%). The steep negative
relationship of index options, index futures and
interest rate futures is offset by the positive slope of
the stock futures, the most preferred derivative type
by the FPIs. In sum, it was found that higher FPI
investment in all types of derivatives (but for stock
futures), and at an aggregate level, lowers the Nifty
volatility.
Hypothesis 2, “An increase in the net FPI flows into
derivatives leads to an increase in the India VIX
level”, is, therefore, rejected.
CONCLUSION
In line with the principal objective of the study, viz.
whether higher FPI investment increases stock
market volatility, the study based on monthly FPI
net flows during the 21-year period from the year
2000 to the year 2020 finds that higher FPI
investment does not lead to higher market volatility.
In fact, higher FPI flows into equity, debt and
derivatives reduce Nifty realized and implied
volatilities, represented by the India VIX index.
This is consistent with the findings of Agudelo and
Castano (2011) for the six largest South American
stock markets. Specifically, the following
conclusions can be drawn based on the results of
empirical analyses:
(1) There is a strong negative relationship between
FPI net flows into equity, debt and hybrid
securities and Nifty volatility. This means that
higher FPI flows into equity, debt, debt VRR or
hybrids actually lower Nifty volatility and do
not increase it as is popularly perceived.
(2) The negative relationship is stronger in case of
equity (R2 of 63.3%) as compared to debt (R2 of
48.7% when traditional debt is considered and

46.7% when debt VRR and hybrids are also
considered). Overall for equity and debt, the
relationship is very strong and negative (R2 of
61.1%).
(3) The relationship between the India VIX and the
FPI monthly open interest is significant and
negative for all derivative types with the
exception of stock futures, which has a positive
slope and R2 of 18.5%.
(4) The negative relationship is the strongest in
case of index options (R2 of 65.7%), index
futures (R2 of 63.6%) and interest rate futures
(R2 of 61.4%). Stock options too have a
negative linear relationship with the India VIX
(R2 of 15.4%).
(5) On aggregate, derivatives have a negative
2
relationship with the India VIX (R of 15%).
The steep negative relationship of index
options, index futures and interest rate futures
is offset by the positive slope of the stock
futures, the most preferred derivative type by
the FPIs.
(6) Higher FPI investment, in all types of
derivatives, except the stock futures, lowers the
Nifty volatility at an aggregate level.
Policy Implications
The present study is a comprehensive one and
covers almost the entire significant period since the
FPI investment was permitted in India. In addition,
all investment products types have been covered,
viz., equity, debt, debt VRR, hybrid securities,
index futures, index options, stock futures, stock
options and interest rate futures. Among the
emerging economies, India is currently the top
choice of foreign portfolio investors. As of 15
January 2021, more than 10,000 FPIs were
registered with the SEBI/NSDL. The FPIs pumped
in highest-ever investment into the Indian market in
December 2020. This trend is expected to
strengthen further in 2021. In a recent interview to
ETMarkets.com, Singapore-based DBS Bank's
Chief Investment Officer Hou Wey Fookhas said
that“The $23 billion worth of the FPI investment in
2020 is only just the beginning. With the
improvement in risk appetite for the ASEAN assets,
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we can expect a powerful cycle of bond flows,
driving the currency and equity gains. Yield spreads
are attractive and the ASEAN assets are underowned.” Such bullish sentiment is common and
Indian markets are poised to receive high FPI flows
into equity, debt and derivatives.
In this scenario, the principal finding of the study
that higher FPI flows reduce market volatility
should allay the fears of investors and market
regulators alike. The RBI, the SEBI, and the Indian
policy makers should offer increased ease of market
access and innovative investment products to the
FPIs. As Grenville (2012) notes, higher foreign
capital flows necessitate current account controls to
match. The domestic companies and the
government should develop capacity to channel
such investment into lasting growth at the company
and country levels.
Suggestions for Further Research
The FPI investment into India is here to stay and
grow exponentially. Foreign capital inflow into
India as ratio of the GDP, is still quite low as
compared to other developing countries. Deeper
and wider research is therefore warranted in this
area. Further research is suggested at firm/industrysector level to examine whether the target
companies in FPIs' preferred sectors, like banking
and financial services, and IT services have indeed
benefitted from foreign capital in terms of better
corporate governance, accounting transparency,
business growth and shareholder wealth creation.
As done by Hattari and Rajan (2011), focussed
study could be done on India on the factors
contributing to the FDI and FPI flows into India,
including the case of India as a choice for country
portfolio diversification. Efficacy and sufficiency
of India's policy response to attract and manage
higher FPI flows without harm to domestic
companies and economy is another interesting area
of research. Finally, based on the recent data,
financial modelling of the FPI flows in the presence
of macro and micro control variables can be done
for forecasting the future level and impact of the
FPI flows.
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It is in the shelter of each other that the people live.
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Abstract
Purpose: The present study seeks to examine the consumers' organic food purchase intention, with the help
of the extended version of the Theory of Planned Behaviour (TPB). Environmental concern was included as
an extra construct in the original model of the TPB, to study its role in measuring purchase intention.
Design/Methodology/Approach: The data was collected to test the mediating effect of consumer attitude on
the relationship of environmental concern and purchase intention towards organic food. The respondents
were provided with a structured questionnaire containing statements associated with various factors of
organic food consumption and consumer purchase-intention. They were asked to rank each statement on a
5-point Likert Scale, with 1= 'Strongly disagree', and 5= 'Strongly agree'.
Findings: The study has revealed that in addition to the direct effect on consumer purchase intention,
consumer attitude also mediates the relationship between environmental concern and purchase intention
towards organic food. The relationship of other constructs with purchase intention was also measured.
Limitations: The study suffers from the limitations that are common to the survey or primary data-based
studies. The generalisation of the findings may not be possible due to the small sample of the study and
variations in the cultural and demographic profile of the respondents across the country.
Practical Implications: The findings of the study would help in understanding the organic consumption
behaviour of consumers. It would also reveal the factors affecting the consumer behaviour in the context of
organic food, thus helping the marketers and researchers in framing appropriate policies.
Originality/ Value: The study would be a value addition to the literature of organic food purchase intention.
It provides insights into consumers' purchase intention towards organic food from the state of Uttarakhand,
where very few studies have been conducted on this subject matter.

Keywords– Consumer purchase intention, Organic food, Consumers' attitudes,
Theory of Planned Behaviour, Environmental concern

Aishwarya Pratap and Prof. H.C. Purohit

INTRODUCTION
Organic agriculture safeguards the condition of
soils, ecotourism, and individuals by undertaking
eco-friendly procedures. It proves to be beneficial
for the environment as the focus lies in quality
improvement by minimal use of ingredients that
have side effects (Ranjbar and Omidi, 2014).
Organic food products are produced in line with the
benchmarks of organic agriculture that sustains the
overall health of the environment (Vieira,
Barcellos, Hoppe and Silva 2012). The modern
consumer becomes more attentive when buying
food products. The rationale behind growing
organic food preference includes the minimal use
of chemicals and alterations as compared to the
conventional food. This is further supported by
consumers' increasing concern for personal and
environmental health (Magnusson, Arvola, Hursti,
Åberg and Sjödén, 2003). Consumers are sensitive
and aware of the implications and importance of the
environmental values and want to purchase organic
products and support eco-friendly business
activities (Laroche, Bergeron and Barbaro-Forleo,
2001). Organic food transformed consumer
attitudes by meeting their expectation (Adamtey et
al., 2016).
Gil, Gracia, and Sanchez (2000) reported that the
demand for organic food has seen growth because
of the increasing consumers' awareness and
consciousness about personal and environmental
health. The authors focused on the maximum
amount of premium each segment ('likely
consumers', 'organic food consumers', 'unlikely
consumers', 'unlikely mature consumers' and
'unlikely young consumers') was willing to pay
towards the organic food products. Yin et al. (2010)
found that consumer purchase intention for organic
food is majorly influenced by factors such as health
concerns, trust, price acceptance and income. The
price of organic food has a noticeable impact on
consumer demand. Consumers' income status
positively affects intention to buy organic food.
Other demographic factors, such as age and
education have no evident effect on the purchase
intention. Consumers' concern for environmental
protection is ineffectual on purchase intention. Paul
and Rana (2012) found customers to be highly
satisfied with the consumption of organic food for a
variety of reasons. They were also aware of the fact
60

that organic foods are costly but believed that the
high price can be paid because of the benefits
provided to the consumers and the environment as
well.
This study focuses on understanding the attitude of
consumers towards organic food purchase
intention. It puts special emphasis on the mediating
role of consumers' attitudes between their
environmental concern and purchase intention for
organic food. The findings of the study would be
helpful for future researchers and policymakers, in
studying and framing appropriate policies.
REVIEW OF LITERATURE
Extended Theory of Planned Behaviour
The Theory of Planned Behaviour (TPB), suggests
that the behavioural intention is an important
predictor of actual behaviour, Attitude, subjective
norm, and perceived behavioural control have a
significant impact on behavioural intention (Ajzen,
1991). Further, the model explained that attitude is
influenced by behavioural belief and outcome
evaluation; the subjective norm is influenced by
normative belief and motivation, and the perceived
behavioural control (PBC) is influenced by control
belief and control strength. These factors work
together to form a complete theoretical framework
for predicting human behaviour. Zimmer et al.
(1994) stated that environmental concern is a
concept which explains an individual's emotion
regarding environmental issues. McCarty and
Shrum (2001) found that people advocate ecofriendly practices as they aspire to resolve
environmental issues. Xiao et al. (2019) described
environmental concern as the extent of awareness
among people about the environmental issues and
actual efforts they put or individual commitment
they offer towards the solution of such issues. An
extensive review of the existing literature was done
to make a pool of research, related to consumers'
eco-friendly behaviour with a special focus on
organic food consumption, conducted in various
cultural and demographic aspects across the globe.
A brief review of the major studies is given in the
following paragraphs.
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Padel, and Foster (2005) conducted the focus group
interviews with regular and occasional consumers
of the UK organic food market. It was found that
among the underlying factors health
consciousness, environmental concern, and price
barriers played a significant role in consumer
decision-making towards organic food purchase.
The studies of Tsakiridou, Boutsouki, Zotos, and
Mattas (2008) and Vermeir and Verbeke (2008)
sought to understand consumers' attitudes towards
organic products. An attitude-behaviour gap was
reported in the organic food consumption, as the
consumers did not convert their reported attitudes
into actual behaviour. Further, environmental
concern was observed to be the stimulus of attitude
and behaviour towards organic products. Salleh,
Ali, Harun, Jalil, and Shaharudin (2010) observed
the influence of psychographic factors
(environmental concern and health consciousness)
on the Malaysian consumers' organic food
purchase intention. The study revealed that the
Malaysian consumers' consciousness towards their
health influenced their organic food purchase
intention more than their concern for the
environment. Barber, Kuo, Bishop, and Goodman
(2012) proposed that the values and attitudes plays
a vital role in forecasting the purchase behaviour of
consumers. The consumers with high purchase
intention reflected high environmental as well as
individual factors. It was concluded that purchase
intention is the outcome arrived at after maintaining
a balance between the individual and
environmental factors. Zagata (2012) surveyed the
Czech consumers to examine their decisionmaking towards organic food products. It was
found that the organic food purchase intention of
the Czech consumers is majorly influenced by their
attitude and subjective norms as compared to the
perceived behavioural control.
Kai et al. (2013) observed that consumers had a
favourable attitude towards organic products.
Consumers believe that every proposed
determinant is the motivator for them to purchase
organic products except for the high price that
appears to be the only negative factor. Al-Swidi,
Huque, Hafeez, and Shariff (2014) reported that all
the predictors under the TPB framework
significantly influence purchase intention except
for the perceived behavioural control. Basha,

Mason, Shamsudin, Hussain, and Salem (2015)
found that Indian consumers have a favourable
attitude towards organic food purchase intention. It
was further reported that among the various factors
of consumers purchasing organic food, subjective
norms and environmental concerns played a
significant role. Maichum, Parichatnon,and Peng
(2016) assessed the influence of the extended TPB
constructs on the Thai consumers' purchase
intention, with environmental concern as an added
variable.
Regular constructs of the TPB were observed to
have a significant positive influence on the
purchase intention attitude perceived behavioural
control, except for the case of the subjective norm.
The attitude of consumers appeared to be the most
significant predictor of their green purchase
intention followed by perceived behavioural
control and subjective norm, respectively. The
influence of environmental concern was found to
be significantly positive on purchase intention,
attitude perceived behavioural control, except for
the case of the subjective norm.
Yadav and Pathak (2017) examined the green
behaviour of Indian consumers using the TPB
framework. The authors reported the crucial role of
predictor variables of the TPB in the determination
of the Indian consumers' purchase intention and
behaviour in the context of green products.
Purchase intention predictors of attitude, perceived
behavioural control and subjective norms were
sequentially observed to be significant starting
from the former.
Schäufeleand Hamm (2018) examined an attitudebehaviour gap among the German consumers
regarding their organic wine purchases. There was
consistency among the attitude of German
households and their behaviour to purchase organic
wine as the consumers with a favourable attitude
toward organic wine were observed to spend
heavily on its consumption. Moreover, these
consumers were also reported to show a high
environmentally-friendly behaviour. The study of
Shin, Im, Jung,and Severt (2018) observed the
influential effect of predictors (attitude, subjective
norm and perceived behavioural control) on
consumers' intention to select organic items from
the menu in the restaurants. Consumers showing a
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reflection of positive attitude, subjective norms and
perceived behavioural control components, in their
behaviour in selecting organic menu items have
larger tendency to choose an organic menu item. It
was found in this study that attitude is the most
dominant factor whereas perceived behavioural
control posed a minimum influence. The two types
of norms, i.e., subjective norm and personal norm
were observed to almost equally predict purchase
intention with the subjective norm being
marginally more predictive.
In their study, Basha and Lal (2019) sought to
investigate the factors shaping the consumer
purchase intention for organic foods in the cities of
Chennai and Bengaluru. Consumers with
environmental concerns showed a willingness to
pay a premium for organic food products. A similar
significant relationship was observed between the
consumer subjective norms and purchase intention
for organic food products. Carfora et al. (2019)
observed the purchase intention of Italian
consumers towards organic milk. It was reported
that Italian consumers' purchase intention for
organic milk was best predicted by their perceived
behavioural control among all the predictors
considered in the study. Consumers are believed to
have a perception that an increase in their
consumption of organic milk directly depends on
its availability. Further the opinions of 'significant
others' (subjective norms) also positively
influenced consumers' organic milk purchase
intention indicating the importance of society's
opinion for the Italian consumers. Similarly,
consumers showed a positive attitude towards
organic milk purchase.
Nguyen, Nguyen, Nguyen, Lobo, and Vu (2019)
observed the attitude-behaviour gap towards
organic food consumption among the Vietnamese
consumers. Consumers' attitude towards organic
food does not necessarily convert into actual
purchase behaviour. Environmental concern was
observed to be the strongest predictor of attitudes.
Consumers demonstrate growing environmental
concerns in green products purchase decisions as
they are reported to be highly attentive to the
environment. In their study, Pham, Nguyen, Phan
and Nguyen (2019) observed the factors that may
affect the Vietnamese consumers' attitudes and
intention to purchase organic food. It was observed
62

that young consumers do not find any role of
environmental concern in attitude formation
towards the purchase of organic food products.
Shukla (2019) surveyed the Indian millennials to
examine their green product-purchase intention.
Conventional constructs of the TPB, (attitude,
perceived behavioural control, subjective norm)
were found to have a significant effect on
consumers' purchase intention. The Millennials'
green purchase intention was highly influenced by
their subjective norms, followed by attitude and
perceived behavioural control. The role of the
added construct of environmental concern in
determining millennial green purchase intention
was notable as its effect on the purchase intention
was more significant and precise as compared to the
conventional TPB constructs. Testa, Sarti, and Frey
(2019) sought to investigate the Italian consumers'
intention-behaviour gap in the context of organic
food products. It was observed that the organic food
purchase intention of the Italian consumers
frequently converted into actual behaviour. The
Italian consumers further reported that subjective
norm act as a significant predictor of attitude, but
perceived behavioural control was not seen as a
significant predictor of attitude.
Sadiq, Paul, and Bharti (2020) explored Indian
adults' organic consumption behaviour, with
environmental concern as one of the key predictors.
The role of consumers' environmental concern was
observed to significantly influence their organic
food consumption. It was reported that despite
having environmental concerns, the attitudebehaviour gap may exist in the consumers'
behaviour. Moreover, the opinions or behaviour of
important people and individuals' environmental
locus of control also have a decisive role in
consumers' eco-friendly actions. Patel, Sharma,and
Purohit (2021) explored the Indian millennials'
organic food purchase intention from the lens of
attitude, environmental concern, sensory appeal,
trust and willingness to pay a premium). The
predictors were observed to have a significant
influencing effect on organic food purchase
intention. Moreover, the consumers' attitude was
observed to be significantly influenced by
environmental concern indicating that the higher
the concern of individuals for environmental
issues, the stronger will be their attitude towards
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organic food purchase.
Varah, Mahongnao, Pani, and Khamrang (2021)
observed that the predictors (attitude, subjective
norms, perceived behavioural control, willingness
to pay a premium and environmental concern)
shared a significant relationship with the purchase
intention of the Indian consumers. The predictors
significantly influence consumers' purchase
intention reflecting their influence on the
dependent variable. The authors assume these
notable relationships to be a result of Indian youth's
alertness regarding eco-friendly products and their
positive influence on the environment. Emphasis
was also given on the need to carefully formulate
the pricing strategy, as the Indian youth was
reported to be price-sensitive.
The review of literature has revealed that studies
have been conducted across the globe to understand
consumer intention regarding organic food. Several
studies have also been conducted to examine the
mediating effect of attitude in various contexts.
However, a comparatively lesser number of studies
on the mediating effect of attitude between
environmental concern and organic food purchase
intention exist in the Indian context, specifically in
the state of Uttarakhand. Therefore, this study has
been undertaken to fill the gap in the emerging area
of organic food consumption, and also add value to
the existing literature on the subject.
OBJECTIVES
The objectives of the study are as follows:
1.

To examine the consumer purchase intention
towards organic food products; and

2.

To investigate the mediating role of consumer
attitudes on the relationship between
environmental concern and the purchase
intention towards organic food products.

Hypotheses
Based on the extensive review of literature, the
following hypotheses were framed and tested:
H01: There is no significant relationship between
consumer attitude and consumer purchase intention
towards organic food products.

H02a: There is no significant relationship between
environmental concern and consumer attitude.
H02b: There is no significant relationship between
environmental concern and consumer purchase
intention.
H02c: Consumer attitude does not mediate the
relationship between environmental concern and
consumer purchase intention.
H03a: There is no significant relationship between
the perceived behavioural control and the
consumer attitude.
H03b: There is no significant relationship between
the perceived behavioural control and the
consumer purchase intention.
H04a: There is no significant relationship between
the subjective norms and the consumer attitude.
H04b: There is no significant relationship between
the subjective norms and consumer purchase
intention towards organic food products.
RESEARCH METHODOLOGY
The Sample and the Data Collection
The study like other survey-based studies relies on
the primary data, collected from 320 respondents
with the help of a structured questionnaire. The data
was collected using the snowball sampling method.
The items of constructs of the study were adapted
from the earlier studies. On the subject Items for the
construct of environmental concern were adapted
from the study of Kilbourne and Pickett (2008),
attitude towards organic food from the study of
Taylor and Todd (1995) and Gil, Gracia, and
Sanchez (2000), subjective norms from Vermeir
and Verbeke (2008) and Al-Swidi et al., (2014),
perceived behavioural control from Al-Swidi et al.
(2014) and purchase intention from Lee, Hsu, Han,
and Kim (2010) and Al-Swidi et al. (2014). The
responses of all the items in the first section of the
questionnaire were measured on a 5-point Likert
type scale, ranging from 'Strongly Disagree' to
Strongly Agree'. In the second section, respondents
were asked to provide their demographic
information. The items used in the questionnaire
are listed in Table 1.
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Table 1: Items used in the Study
Construct
Attitude
Towards
Organic
Food(ATOF)

Environmental
Concern (EVC)

Perceived
Behavioural
Control (PBCT)

Purchase
Intention
(PINT)

Subjective
Norm
(SNRM)

Item Name
ATOF 1
ATOF 2
ATOF 3
ATOF 4
ATOF 5
ATOF 6
ATOF 7
ATOF 8
ATOF 9
ATOF 10
ATOF 11
ATOF 12
EVC 1
EVC 2
EVC 3
EVC 4'
EVC 5
EVC 6
PBCT1
PBCT2
PBCT3
PBCT4
PBCT5
PBCT6
PINT1
PINT2
PINT3
PINT4
PINT5
PINT6
PINT7
SNRM1
SNRM2
SNRM3
SNRM4
SNRM5
SNRM6
SNRM7
SNRM8
SNRM9
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Items
'I like the idea of purchasing organic food'.
'Purchasing organic food is a good idea'.
'I have a favourable attitude toward organic food purchase'.
'Organic food products are healthy'.
'Organic food products have superior quality.
'Organic food products are a fraud'.
'Organic food products are tasty'.
'Organic food products are worse than the non-organic'.
'Organic food products are expensive'.
'Organic food products are more attractive'.
'Organic food products have no harmful effects.
'Organic food products are in fashion'.
'I am very concerned about the environment.
'Humans are severely abusing the environment.
'I would be willing to reduce my consumption for environmental protection'.
Major political change is necessary to protect the natural environment'.
'Major social changes are necessary to protect the natural environment'.
'Anti-pollution laws should be enforced more strongly.
'I can decide independently to buy organic food products.
'I have the financial capability to buy organic food products.
'I have the time to go for buying organic food products.
'I have complete knowledge regarding where to buy organic food products.
'Organic food is readily available in the location where I reside'.
'I can handle any difficulties associated with my buying decision'.
'I am willing to purchase an organic product when shopping'.
'I plan to buy an organic food item when purchasing food items next time.
'I will make an effort to purchase an organic food product'.
'I would look for speciality shops to buy organic food products.
'I am willing to buy organic food in future'.
'I am willing to buy organic food on regular basis.
'I would also recommend others to buy organic food'.
'People important to me think I should buy organic food products.
'Friends think I should buy organic food products.
'Family think I should buy organic food products.
'Society thinks I should buy organic food products.
'People influencing my buying behaviour think I should buy organic food
products.
'The trend of buying organic food among people around me is increasing'.
'People around me believe that organic food is better for health'.
'My close friends and family members would appreciate my organic
food purchase'.
'I would get all the required support from friends and family to
buy organic food'.
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Respondents' Demographic Profile: The demographic profile of the respondents is given in Table 2
Table 2: Demographic Profile of the Sample
Variable
Gender

Age

Education

Occupation

Income

Category
Female
Male
Total
Upto 20 years
21-30 years
31-40 years
41-50 years
Above 50 years
Total
School Level
Graduate
Post Graduate
PhD and above
Total
Govt. Service
Pvt. Job
Business
Others
Total
Under Rs. 20000
Rs. 20001- Rs. 40000
Rs. 40001- Rs. 60000
Rs. 60001- Rs. 80000
Above Rs. 80000
Total

Gender: More than half (55%) of the respondents
were male.
Age: A large portion of the total sample (44%)
belonged to the 21-30 years age-group whereas
only 8% were above 50 years of age.
Education: Almost half of the respondents (49%)
were post-graduates, followed by (37%)
respondents having educational qualifications of
graduation.
Occupation: The majority (61%) of the
respondents belonged to service class families
(government and private sector services), and
around 40% of the respondents either had their own
business or were involved in other forms of
occupation.

Frequency
144
176
320
42
141
67
45
25
320
22
119
157
22
320
80
115
35
90
320
80
74
61
35
70
320

Percentage
45
55
100
13
44
21
14
8
100
7
37
49
7
100
25
36
11
28
100
25
23
19
11
22
100

Income: One-fourth of the respondents (25%)
belonged to the income category of up to
Rs.20,000, whereas only 11% of respondents
belonged to the income category of Rs. 60001 - Rs.
80000.
DATA ANALYSIS AND FINDINGS
The data collected through a standardised
questionnaire was analysed using the Smart PLS 3
(v.3.3.2) software, developed by Ringle, Wende,
and Becker(2015). In the process of data analysis,
Confirmatory Factor Analysis, dealing with an
assessment of the measurement model, was
employed, followed by the Structural Equation
Modelling, dealing with the assessment of the
structural model.
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Assessment of the Measurement Model
The process of measurement model assessment
involved checking the items of each construct for
factor loadings, construct reliability, convergent
validity, and discriminant validity.

Factor loadings: The factor loadings of the items
of constructs are given in Table 3.

Table 3: Factor Loadings
Items
ATOF1
ATOF2
ATOF3
ATOF4
ATOF5
ATOF7
ATOF10
ATOF11
ATOF12
EVC1
EVC2
EVC3
EVC5
EVC6
PBCT1
PBCT2
PBCT3
PBCT4
PBCT5
PBCT6
PINT1
PINT2
PINT3
PINT4
PINT5
PINT6
PINT7
SNRM1
SNRM2
SNRM3
SNRM4
SNRM5
SNRM6
SNRM7
SNRM8
SNRM9
66

ATOF
0.773
0.853
0.747
0.795
0.795
0.618
0.593
0.644
0.587

EVC

PBCT

PINT

SNRM

0.722
0.679
0.694
0.682
0.774
0.646
0.816
0.848
0.714
0.651
0.690
0.803
0.825
0.789
0.804
0.837
0.823
0.797
0.804
0.791
0.805
0.673
0.773
0.744
0.779
0.821
0.638
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Note: Items ATOF6, ATOF8, ATOF9 and EVC4
were removed to improve the AVE values of the
respective constructs.
As revealed by the table, the items with loadings
more than 0.5 were retained for further analysis, as
it is the minimum admissible value and denotes the
practical importance of a particular item (Hair,
Black, Babin and Anderson, 2019). The loadings of
the retained items were in the range of 0.587 and

0.853 for ATOF, 0.679 and 0.774 for EVC, 0.646,
and 0.848 for PBCT, 0.789, and 0.837 for PINT, and
0.638 and 0.821 for SNRM. All the retained items
had the highest loading for their particular
construct, as compared to other constructs, thus
validating the construct reliability.
Reliability and Validity: The values of construct
reliability and validity are shown in Table 4.

Table 4: Reliability and Validity

The internal consistency reliability of constructs
was assessed using the measures such as
Cronbach's Alpha, rho_A and Composite
Reliability. The values in the table indicate that
measures of internal consistency reliability for each
construct exceeded the minimum accepted values
of 0.7 as suggested by Hair et al., (2019).
Convergent validity was assessed and confirmed
using the values of Average Variance Extracted
(AVE) which were above the minimum accepted
values of 0.5 for all the constructs, as recommended
by Hair et al., (2019).
Discriminant Validity
The discriminant validity was evaluated using the
Heterotrait-Monotrait ratio (HTMT ratio) proposed
by Henseler, Ringle and Sarstedt(2015). The values

in the table show that all the ratios fall in the range
of 0.348 to 0.808 which are below the maximum
accepted values of 0.85, as suggested by Henseler
et al., (2015).
Assessment of Structural Model
Evaluation of the structural model was done after
the assessment of the measurement model was
found satisfactory. The structural model was
examined on the aspects of collinearity, coefficient
of determination and size and significance of path
coefficients.
Collinearity Investigation and Coefficient of
Determination: The values of collinearity
investigation measure, i.e., Variance Inflation
Factor (VIF) and coefficient of determination, i.e.,
R2 are presented in Table 5.
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Table 5: Collinearity Investigation and Coefficient of Determination

Collinearity I nvestigation

Coefficient of

(VIF Values)

Determination

Construct

ATOF

EVC

PBCT

PINT

SNRM

R2

Adj. R 2

ATOF

-

-

-

3.800

-

0.382

0.380

EVC

1.000

-

-

1.664

-

-

-

PBCT

-

-

-

2.133

-

-

-

PINT

-

-

-

-

-

0.748

0.745

SNRM

-

-

-

3.317

-

-

-

The presence of collinearity among predictor
constructs was checked using the Variance Inflation
Factor (VIF) values for these constructs. Hair et al.,
(2019) recommended the values of VIF to be below
5 to confirm the absence of collinearity. It is
observed from the table that the VIF values of the
predictor constructs were below the maximum
accepted value. VIF value for EVC, the predictor of
ATOF, was 1.000. For the predictors of PINT, the
VIF values were in the range of 1.664 to 3.800 thus
confirming non-collinearity among the constructs.

As the presence of non-collinearity among the
predictor constructs was established, the structural
model was further assessed for the coefficient of
determination. The coefficient of determination
(R2) for the purchase intention was 0.748, stating
that all the independent variables together explain
approximately 75% of the variance in the purchase
intention, as stated in Table 5.
Size and Significance of Path Coefficients and
Model Fit: The values of Path Coefficients and
Model Fit are displayed in Table 6.

Table 6: Path Coefficients and Model Fit
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Figure 1: Research Model

It was observed from Table 6 and Figure 1 that the
traditional constructs of the TPB had a direct
significant relation with organic food purchase
intention, while the added construct of
environmental concern does not have a direct
significant relation with organic food purchase
intention. The relationship between consumer
attitude towards organic food and purchase
intention was observed to be significant (β= 0.410,
p= 0.000), thus rejecting H01. Environmental
concern was observed to have a significant relation
with consumer attitude towards organic food (β=
0.335, p= 0.000) but an insignificant relation with
purchase intention (β= 0.040, p= 0.487), therefore
rejecting H02a and accepting H02b. Perceived
behavioural control was witnessed to have an
insignificant impact on consumer attitude towards
organic food (β= 0.140, p= 0.075), but a significant
impact on purchase intention (β= 0.325, p= 0.000),
thus accepting H03a and rejecting H03b. The
construct of subjective norms was observed to have
a significant relationship with both consumer
attitude towards organic food (β= 0.556, p= 0.000)
and purchase intention (β= 0.200, p= 0.030), thus
rejecting both H04a and H04b. The relation of
environmental concern with the purchase intention
was also studied with consumer attitude towards
organic food acting as a mediating variable. The
bootstrapping analysis revealed that the attitude
mediates the relationship of environmental concern
and purchase intention and purchase intention (β=
0.138, p= 0.002, CI= 0.069, 0.247)thus rejecting

H02c.
The model fit was assessed with the help of the
Standardized Root Mean Square Residual (SRMR)
index, as displayed in the table. The estimated
values of SRMR= 0.052, dULS= 1.803 and dG= 1.010
were found equal to saturated values, which
indicates a significant relationship of the
independent and dependent variables of the model
as there is no difference between estimated values
and saturated values. The difference between the
estimated and saturated model should be minimum
and the SRMR values should be less than 0.08
(Henseler, Hubona, and Ray, 2016).
CONCLUSION
The original constructs of the Theory of Planned
Behaviour, i.e., attitude, subjective norms and
perceived behavioural control significantly
predicted consumers' purchase intention towards
organic food. The findings suggest that consumers
have a strong belief in organic food consumption.
The behaviour of consumers is influenced by the
opinions of significant others (family, friends,
society etc.) and consumers believe they have
control over their decisions especially in the
context of organic food purchase. The results are
consistent with the past studies of Patel, Sharma,
and Purohit (2021); Varah et al., (2021); Sadiq,
Paul, and Bharti(2020)and Tarkiainen,
andSundqvist (2005), but not consistent with the

NICE Journal of Business • Vol. 15 • Nos. 1 & 2 • Jan. - Dec., 2020

69

Aishwarya Pratap and Prof. H.C. Purohit

results of Testa, Sarti, and Frey (2019). The added
construct of environmental concern does not seem
to directly influence the consumers' purchase
intention for organic food. These findings are
consistent with the findings of Nguyen et al.,
(2019) and not consistent with Varah et al., (2021).
Although when mediated by the consumer attitude,
environmental concern significantly affects
consumers organic food purchase intention. Thus it
can be inferred that for consumers to have high
organic food purchase intention, high
environmental concern alone is not important and it
should be backed by a strong set of beliefs.
To sum up, the consumers of the study area have a
positive mindset towards organic food. They are
aware of the benefits of organic food on the human
as well as the environmental health. They also
motivate their fellow society members for the
consumption of these products. Consumers believe
that they have ample ability and resources (in terms
of time, money and availability of the product) to
buy organic food products. This adds to their
willingness to purchase organic food products.
Further, the high environmental concern reflected
by the respondents reveals that the consumers of the
study area are also motivated by altruistic factors.
The consumers show a readiness to consume food
products that do not have any negative effect on
environmental health.
Policy Implications
The current study area is an unsaturated market as
far as organic food products are concerned. This
gives ample opportunities for the manufacturers
and marketers of organic food products to capture
the market. This is because a large number of
organic food outlets are situated in the urban areas
leaving the rural regions uncaptured. Another
reason for organic food marketers to target the
market of the study area is because the consumers
here are highly motivated to buy a product made
without threatening the environment as well as
human health. Marketers need to monitor
consumers' organic food behaviour as it is a
combination of a set of beliefs, opinions, and
perception of control over one's actions. Marketers
of organic food need to track their target consumers
and position their products where they are easily
accessible. Further, requisite information should be
70

made available on the package and through
advertisements about the manufacturing process of
such products. This is vital as the consumers with
high environmental concerns and strong attitudes
will be attracted to purchase such products.
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Abstract
Purpose: The study seeks to measure the impact of SHG-led microfinance on economic empowerment and
the total expenditure of rural women with active SHG membership in Haryana. These SHG-led
microfinance activities in the rural area, especially among women members, are of paramount importance
for their economic empowerment and overall development of the state.
Design/methodology: The study used paired t-test on the mean total expenditure incurred by the
respondent before and after joining the SHG, besides constructing a Women Economic Empowerment Index
(WEEI) based on a 'Five-point Summative Scale' for 895 rural women from 80 operational SHGs in all the
districts of Haryana.
Findings: The study has revealed that women SHG members have increased their total expenses compared
to pre-SHG levels in rural Haryana. The members enjoy a high level of economic empowerment on the
selected indicators with a minor variation in economic empowerment division-wise and indicator-wise.
Limitations: The study suffers from the limitations of the primary sample survey. It measured women's
economic empowerment relying on personal/ subjective information, gathered on a summative scale and
on selected indicators.
Policy Implications: This research has important implications for increased proliferation of microfinance
activities and the formation of SHGs in Haryana's rural hinterland, besides having huge social impact of
having more economically empowered women contributing to the growth and development of society.
Originality/Value: The study provides a case for illiterate/low education rural women for bringing them in
the ambit of SHG led microfinance activities so that they can realize the dream of empowerment, especially
the women in scheduled castes, scheduled tribes and backward categories.

Key words: Women's Economic Empowerment Index, Self-help groups, Household expenditure,
Rural Haryana, Microfinance
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INTRODUCTION
Microfinance refers to the provision of finance for
the poor and unbankable population, an effort
towards financial inclusion, and acts as an engine
for inclusive growth as well as a vital tool for socioeconomic development. It aims to make provision
of financial services, such as micro-credit, microsavings, and micro-insurance to vulnerable people
where small loans are given to run their gainful
employment in numerous economic activities. The
income from these microcredit-based businesses
allows the borrowers to improve their
accommodation, health care, and education. It
refers to the provision of a broad range of financial
services, such as deposits, loans, money transfers,
and. insurance to small enterprises and households
(Asian Development Bank, 2000), and is a very
beneficial tool for rural poor which is helpful to
enhance their income earning capacity and quality
of life (Robinson, 2001). The microfinance
revolution has come a long way since Muhammad
Yunus established the 'Grameen Bank' for
providing financing to the poor in Bangladesh
(Grameen Bank, 2012).
The terms microfinance and microcredit have often
been used interchangeably, despite envisaging
different aspects. Microfinance, being a construct,
refers to the number of financial services provided
to the small entrepreneurs and enterprises who
cannot take shelter of the banks for banking and
other services, whereas microcredit being one of its
concepts has been widely practised in developing
countries to provide small Loan facility to the
people with less earning, to motivate them to
become self-employed. The word 'microcredit' was
non-existent before the 1970s. But now it has
turned out to be a buzzword among the
development practitioners. It is normally
characterized as making small loans available
directly to small-scale entrepreneurs to enable them
either to establish or to expand micro-enterprise
and small business. Microcredit is normally applied
to target groups that would otherwise not qualify
for loans from formal institutions and includes the
majority of those living below the poverty line
(Commonwealth Secretariat, 2001).
Microfinance has evolved as an economic
development approach intended to benefit low74

income rural poor by providing financial services to
low-income clients, including the income earners
(Ledgerwood, 2001), and described as an enabling,
empowering, bottom-up tool to poverty alleviation
to low-income households in developing countries
(Mishra & Thanvi, 2004). Microcredit plays a
critical role in empowering women, helping deliver
newfound respect, independence, and participation
for women in their communities and their
households by advancing collateral free shortterms loans, usually up to the term of one year. The
number of microfinance borrowers has increased
from 98 million in 2009 to 139.9 million (2019), out
of which 65 percent reside in the rural area and 80
per cent are women (Microfinance Barometer,
2019).
Women's empowerment is a multi-dimensional
construct and is very difficult to measure because it
comprises numerous complex interactions, roles,
rights, status, and gender issues faced by
individuals in our society or culture (Meson, 1993).
Empowerment means giving power or authority to
someone and an intrinsic quality of a person, which
cannot be bestowed by a third party. There are two
essential elements of women empowerment:
process and agency. A process is defined as a series
of events that produce gradual change. The process
of women empowerment leads to an expansion in
their ability to have responses and to make strategic
life choices (Kabeer, 2001). The MFIs play a
crucial role in women empowerment through
increased working capital and the ability to satisfy
their personal needs (Schules & Hashemi, 1994)
and provide finance to poor women and help to
improve their social and economic condition
(Sharma, 2007). Control over financial assets,
women's mobility, gender equality, involvement in
decision-making, legal awareness is also among
various indicators used to measure women
empowerment (Mason, 2005). Mason and Smith
(2003) suggested the construction of a women
empowerment index based on various dimensions.
Self-help groups (SHGs) are special and exclusive
groups created to empower women in an economic,
financial, and social manner. The groups mainly
aim to uplift women in a holistic manner which
would ultimately contribute to the socio-economic
development of the country. The entire idea of the
group urges women to save a little from their
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earning/ household income and deposit it in banks
which can be lent to other members in times of need
or can be used to achieve small entrepreneurial
goals and become self-reliant. The SHG
programme has been supporting women from
different rural backgrounds in the past 20 years and
has slowly evolved into a revolutionizing
institution to liberate women from the con-web
poverty, patriarchal society, and male chauvinism.
Given the development pattern and dimensions
(social, economic, and political) of the Indian
economy, empowerment for women is the need of
the hour to cope with poverty, unemployment,
violence and crimes against women, inequality in
economic power and status, and rendering of
unremunerated services.
Women, who constitute about 46 per cent of
Haryana's total population, are still striving for their
independence in decision-making, either in homes
or in society (NABARD, 2020). The female work
participation rate, an important indicator of
economic empowerment, shows a significant
increase from 1991 to 2001 (10.76 per cent to 27.31
per cent) in Haryana and then a decline from 20012011 (27.31 per cent to 23.7 per cent), barring a few
districts where there a steady increase in the rate
throughout, namely, Ambala, Panchkula,
Yamunanagar, and Karnal (Government of
Haryana, 2010-11). Owing to the initiation of the
SHG-Bank linkage programme in 1997-98,
experienced a huge increase in the number of SHGs
linked to the banks' programme during the last few
years. Haryana ranked second in the Northern
region of India, with 62,316 working SHGs with a
saving amount of Rs.7036.21 lakhs (NABARD,
2020). The commercial banks, rural regional banks
and co-operative banks financed 2585 SHGs in
2007-08, with a respective share of 43.30 per cent,
48.45 per cent and 8.25 per cent which has
increased to 9159 SHGs in 2019-20 and the
respective share of commercial banks, rural
regional banks and co-operative banks has been
changed to 70.64 per cent, 27.82 per cent and 1.50
per cent, respectively (NABARD, 2020).
Research in Haryana mostly focused on improving
income, employment, access to social security, the
social and financial condition of women, and the
participation of literate rural women not only leads
to economic empowerment itself individually and

the group but also the families and the community
as a whole. The social and financial condition of
women has improved considerably after joining
SHG (Bajrang & Kumar, 2013), women are prone
to extreme inequalities even after being equally
responsible for the socio-economic development in
the society as reflected in the ghunghat (veil) which
has been the most potent symbol of patriarchy
which symbolizes control on women (Chowdhry,
1994) and its eradication. It is a revolutionary step
to change the current status of women in the state
(Chowdhry, 2011). The Government of Haryana
has started several programmes, such as Sakshar
Mahila Samuh (2007), Nirbhaya (2012), Beti
Bachao Beti Padhao Scheme (2015), Ujjawala
(2016) and Swadhar Greh (2018), for the socioeconomic upliftment and gender equality of
women in Haryana. To the best of our knowledge,
no serious effort has been made to prepare a women
economic empowerment index, especially for
women in rural areas. In this backdrop, the present
study is an attempt to measure the economic
empowerment of rural women who are members of
an active SHG.
LITERATURE REVIEW
Numerous researches have been conducted for
ascertaining the relationship between women
empowerment and microfinancing through the
SHGs. Rahman and Ahmed (2010) studied the
poverty alleviation in rural areas of Bangladesh and
found an increase in income-generating activities
by the means of providing microcredit to rural
people. Nugroho (2011) investigated the impact of
microfinance in rural areas of Indonesia and
suggested that microfinance played a pivotal role in
increasing the borrower's welfare, disbursement of
loans help to increase the expenditure on children's
education, health, food, etc. Hossain (2012)
examined the impact of Building Resources Across
Communities (BRAC) microfinance in the
household of 208 borrowers in rural areas of
Bangladesh and revealed that the income of the
borrowers and their contribution to the family
expenditure increased significantly.
Ghalib, Malki and Imai (2015) scrutinized the
extent of the impact of microfinance on 1132
households in Pakistan, including both the nonborrowers and the borrowers and concluded that
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microfinance had a positive impact on people and
for the poverty reduction were observed as the
respondents were able to access the basic amenities
for their respective household. The microcredit, in
the context of women economic empowerment and
its effects on household well-being, were to be
found strongly linked with children's education,
assets, and income level of the family, combating
poverty besides enhancing the overall well-being
(Nader, 2008). However, the inter-relationship
between women empowerment and economic
development was found to be too weak in selfsustaining and needed more equity with men and
women (Duflo, 2012).
Researchers in India examined the various aspects
of microfinance including that of the SHGs model
propounded by the NABARD. Mor and Mor
(2020a) regarded the sources of finance as crucial
determinants of higher sales and growth, whereas
the role of female loan officers was found
insignificant, despite a large chunk of borrowers
(97 percent) being females, in the Indian
microfinance sector (Mor, 2018). Singh (2017)
found huge technical inefficiency in the
microfinance sector in India, which was mainly due
to high administrative cost in microfinance
institutions in India (Singh, Kumari & Kavita,
2015). The performance analysis of 349 microenterprises by Mor and Mor (2020b) revealed a
significant role of microfinance in Haryana. Singh,
Goyal, and Sharma (2013) reported a huge scope
for microfinance institutions to increase their
operations in Northern India as compared to the
South. Through a survey of 696 women microcredit
clients, (Kabeer, 1998) found that microcredit had
decreased the trade-off that women have to make
between the dimensions of their well-being.
Ashta and Mor (2020) examined the roots of microcredit to ascertain if it is a reverse Innovation or not
and found that none of the developed country's
microfinance institutions sustainably adopted
micro-credit. Based on a study on 215 women,
conducted in the state of Andhra Pradesh, for
evaluating the effectiveness of microfinance on the
empowerment of women, Gangadhar (2015)
concluded that microfinance played a pivotal role
in enhancing women empowerment. Malhotra and
Mather (1997) explored the family (husband and
wife) characteristics, such as education,
76

participation in employment, life course stage, and
family structure and reported that the work for pay
and education had increased the input in financial,
but not in social and organizational matters of the
household. Microfinance had a positive impact on
gender equality, empowerment and social justice
and played a pivotal role to reduce domestic
violence and alcoholism among people belonging
to rural areas (Goel, Goyal & Walia, 2018).
The positive impact of microfinance on household
welfare showed that the members of SHGs were
able to expand their expenditure in terms of food,
health and education (Batra & Chakravarty, 2012).
Ashta and Mor (2017) showed the direct correlation
between income and microfinance and how their
increment-built entrepreneurship in the state. The
study raised a thought-provoking concern that
developing countries, despite the infocus on
financial and the social inclusion of vulnerable
masses, may require acquiring some new micro
financing instruments from developed countries
like crowdfunding, social impact bonds, Initial
Coin Offerings (ICOs) and profit from their
learning and experimentation.Through a survey of
300 SHGs, women members in Mewat district of
Haryana, Sood and Jain (2016) found significant
improvement in social status, self-reliance, selfconfidence, and education to understand their
fundamental rights
OBJECTIVES OF THE STUDY
The main objectives of the study are:
1. To measure the changes in the total

expenditure of women members of SHGs
after their joining the groups as compared to
the period before joining the same; and
2. To examine the impact of SHGs led

microfinance activities on the economic
empowerment of women who are members
of some active SHG.
RESEARCH METHODOLOGY
The study is based on the primary data, collected
through a structured and pre-tested survey
schedule. The state Haryana was divided into six
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revenue divisions, which comprised all the 22
districts. The districts were further sub-divided into
73 sub-divisions, 93 revenue tehsils, 50 sub-tehsils,
140 community development blocks, 154 cities and
towns, 6841 villages, and 6212 village panchayats
(Government of Haryana, 2019).
Sampling Procedure: The study used a multi-stage
sampling technique for gathering the desired
information relating to women-operated SHGs in
the Haryana state of India. At the first stage of
sampling, two blocks from each of the 22 districts

were selected randomly, thereby leading to a
selection of 44 blocks. Selection of one village
from each of the sampled blocks marked the second
stage of sampling, i.e., 44 villages selected for the
study. At the third stage, all the members of
operational SHGs operated by women in each
village were selected for the purpose, resulting in a
sample of 895 respondents (members of SHGs) in
the whole state. The information on various
aspects of women empowerment and microfinance
was gathered (Refer Figure 1).

Note: Figures in the parenthesis represent the number of respondents.
Figure 1: Sampling frame and research design
Analytical Techniques: The study makes use of
descriptive statistics, tabulation, graphs, pictures
and percentage method. Paired t-test was employed
to infer the significance of the mean increase in preand post-total expenditure of the SHGs in the state
besides a women economic empowerment index
based on the score of the five-point
Likert/Summative scale. Likert scales are often
called summative scales because item responses

may be summed to create a score for a group of
items (Likert Scale - Wikipedia). Further, we
computed the score (based on Summative scale) for
each respondent to represent their opinion 'strongly
agree' to 'strongly disagree' on the concept in
question and constructed a summative scale. A
single variable, that is a sum of scores on each
individual item, was utilised to construct the multiitem scale by combining answers from multiple
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individual questions. The final score for the
respondent on the scale was the sum of their ratings
for all of the items.
Measurement of Women's Empowerment: The
indicators of empowerment were divided into two
categories: ones which attempts to measure
women's empowerment at a broad societal level,
i.e., to acquire knowledge and cross country
comparison based on Global Entrepreneurship
Monitor (GEM) data and Global Development
Indicators (GDI), and those which are developed in
order to measure the effects of specific projects or
programmes or catalytic factors (education,
employment, etc.) requiring a micro approach
involving women themselves as agents of change.
The profile of respondents was prepared including
caste, religion, marital status, family size, type of
family, number of literates, occupation and land
holdings. Kabeer (1998, 2001), Hashemi, Schuler,
and Ann (1996), Haque et al. (2011) have devised
a number of micro indicators of empowerment.
Women's empowerment comprises many
components of empowerment, such as household
empowerment, economic empowerment, social
empowerment, legal empowerment, and political
empowerment. Malhotra, Schuler, and Boender
(2002) measured household empowerment in terms
of participation in domestic decision-making,
children's health care, family planning, freedom
and from domestic violence. Social empowerment
including women's freedom of movement (SHG
meeting, market, city, doctor's clinic, friends, and
relatives), joining different societies, talking to an
unknown person, independent use of mobile phone,

and providing financial support to relatives. Legal
empowerment is measured in terms of one's
knowledge of legal rights (right against domestic
abuse, laws against child marriage, use of
contraceptives, the significance of registered
marriage) and domestic supports for exercising
rights, whereas for political empowerment the
parameters include the awareness of the political
system (name of the member of parliament, name
of chairmen of SHG union councillor, name of
sarpanch, right to vote and participation in
panchayat meeting (Malhotra et al., 2002).
For measuring the women economic
empowerment, an index referred to as 'Women
Economic Empowerment Index' (WEEI) needs to
be prepared for the purpose (Varghese, 2011). The
WEEI measures women's economic decisionmaking power and is based on the concept of HDI
(UNDP, 2020) in assessing the level of
empowerment. Economic empowerment is
measured by the power to spend money on certain
items, such as food, health, education, clothing,
furniture, repairs, festivals, and other
miscellaneous expenses for better management of
home affairs. The index is based on the minimum
and maximum values of dimensions of economic
empowerment chosen for each underlying
indicator. Performance in each indicator is
expressed as the minimum and maximum value
between 0 and 1 in accordance with the indicators.
Formally, it can be expressed as:

Table 1: Description of Women's Economic Empowerment Index
Value of Index

Level of economic empowerment

0

Deprived

>0 -0.5499

Low level

0.550-0.699

Medium level

0.7-0.799

High level

>0. 8-<0.999

Very high level

1

Perfect

Source: Compiled and adapted from UNDP (2020)
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The demographic profile of women SHGs
members in Haryana is summarised in Table 2.
A large number of the respondents (47.46 per cent)
belonged to the age group of 31-40 years, followed
by those above 40 years (36.65 per cent) and young

(16.09 per cent). More than ninety per cent were
married, 6 per cent unmarried and 9 per cent
widows. More than half (54.30 per cent) SHG
members were from the SC/ST category, 32.40 per
cent from the OBC and just 13.30 per cent from the
'general' category.

Table 2: Demographic Profile of Sampled Women SHG Members
Sl.No.
1.

Factors
Age

2.

Marital
status

3.

Caste

4.

Religion

5.

Types of
ration card #

6.

Education
of
members

7.

Age of
SHG

Category
Below 30 years
31-40
Above 40 years
Married
Unmarried
Widow/Divorced/Single
General
OBC
SC/ST
Hindu
Muslim
Christian/Others
Green
Yellow
Pink
No card
Illiterate
Primary (Up to 5 years of schooling)
Secondary (5 -8 years of schooling)
Higher Secondary (8 -10 years to
schooling)
Graduate (10 -14 years of education)
Above graduation (more than 14 years
of formal education)
Below 3 years
3-5 years
6-8 years
Above 8 years

Frequency
144
423
328
809
06
80
119
290
486
848
47
0
481
299
96
19
313
219
259
63

Percentage
16.09
47.46
36.65
90.39
0.67
8.94
13.30
32.40
54.30
94.75
5.25
0
53.74
33.41
10.73
2.12
34.97
24.46
28.94
7.04

30
11

3.36
1.23

237
525
53
80

26.48
58.66
5.92
8.94

Note: # According to NFSA and TPDS (National Food Security Act 2013 and Targeted PublicDistribution System of state Govt.)
Classification of Ration Card: Green Ration Card for Above Poverty Line (APL), Yellow Ration Card Below Poverty Line (BPL)
and Pink Ration Card for Antodya Anna Yojana (AAY).

As shown in the table, 94.75 per cent participants
were from Hindu religion and the rest (5.25 per
cent) from Muslim community. Out of the
interviewed 895 SHG members, 53.74 per cent
possessed the green card, 33.41 per cent yellow,
10.73 per cent the pink card and the rest 2.12 per

cent did not possess any card. On the front of
educational achievements, 34.97 per cent of the
respondents never went to school (illiterate), 24.46
per cent had completed their primary education,
28.94 per cent held secondary education
certificates, 7 per cent possessed the higher
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secondary qualification, just 3.36 per cent were
graduates, and the rest 1.23 per cent completed their
post-graduation degree. Regarding the
membership of the respective SHGs, 26.48 per cent
members joined the SHG less than three years ago,

58.66 per cent held membership of 3-5 years old
SHG, 5.92 per cent were associated with the SHGs
having 6-8 years of age, and 8.94 per cent of
members were with the SHG for more than 8 years.

Table 3: Key indicators of women economic empowerment

Note: Figures in the parenthesis represent the percentage of the respective category.
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As shown in the table, the majority of women
respondents who are members of an active SHG
(81.56 percent) strongly agreed that they had a
freedom in opening bank accounts, 80.7 per cent
confirmed autonomy in making savings and 67.6
per cent SHG members had exercised full powers
in repaying their previous loan. Further, 46.82 per
cent agreed that they had autonomy in making
investments, 67.49 in borrowing or taking loan in
times of need and 65.25 per cent in lending, as
shown in Table 3. Interestingly, 53.6 per cent of the
respondents remained neutral on the issue of
autonomy in decision-making in household
purchases. Overall, 40.9 per cent of the respondents
strongly agreed, while 40.35 per cent confirmed the
fact that they had exercised full powers in taking
economic decisions of their household. Similarly,
responses were recorded in all divisions at the
aggregate level of all the seven indicators.
Furthermore, 98.11 per cent of women respondents
strongly agreed that they had opened their account
in banks in Ambala division, 62.6 per cent in
Faridabad division, 89.6 per cent in Gurugram
division, 91.13 per cent in Karnal, 69.7 per cent in
Hisar division and 78.74 per cent in Rohtak
division, at their own level. Similarly, 92.5 per cent
of women SHG members strongly agreed on doing
savings at their own will in Ambala division, 77.6
per cent in Faridabad division, 88 per cent in
Gurugram division, 72.6 per cent in Karnal
division, 76.4 per cent in Hisar division, and 77.4
per cent in Rohtak division. Furthermore, in case of
borrowing and lending of funds the majority of
women SHGs members agreed that they have

autonomy in making borrowing and lending
decisions in their household management in all the
six divisions of Haryana. Similar opinion was
recorded in case of investment of funds in all
divisions except Faridabad where the majority of
respondents expressed neutral opinion. In the case
of repayment of old loans, the member respondents
opined that they strongly agreed with the fact that
they have exercised full freedom in making such
decisions in all six divisions. On the other hand, in
case of household purchases, the majority of
women respondents remain neutral in all divisions
except the Gurugram division where they seemed
to agree with the statement.
RESULTS AND DISCUSSION
This part presents the results and discussion of the
SHGs surveyed along with the application of
Paired t-test division-wise as well as at an
aggregate level. The part is divided into two
sections, where the first deals with the application
of paired t-test on the total expenditure incurred by
the SHGs members before and after joining the
SHG, while the later presents the index of women
empowerment in Haryana and its six revenue
divisions. The reliability and normality of the data
has been checked and the data was found to be
reliable and normally distributed. Refer Table 1
(Appendix).
Estimates of paired t-test of mean differences in
total expenditure of SHGs
The estimates of the mean difference in total
expenditure pre and post joining the SHGs in Haryana
are given in Table 4.

Table 4: Paired mean difference in total expenditure of SHGs: Item-wise at Haryana Level
Items
(N=895)

Food
Health
Education
Clothing
Furniture
Repairs
Festivals
Others

Paired difference
Before
mean

After
mean

Mean of
differences

Standard
errorof
difference of
mean

t- value

Degree of
freedom

Significance
level

2.6963
0.5763
1.2448
0.6798
0.3019
0.6468
1.5654
2.7375

2.9935
0.7056
1.9002
0.7436
0.3257
0.9668
1.7646
3.2725

0.2972*
0.1292*
0.6553*
0.0638*
0.0238
0.3200*
0.1992*
0.5350*

0.0160
0.0086
0.0394
0.0063
0.0782
0.0172
0.0120
0.0257

18.556
14.889
16.607
10.077
1.100
18.552
16.501
20.765

894
894
894
894
894
894
894
894

.000
.000
.000
.000
.078
.000
.000
.000

Note: 1.

* means the values are statistically significant at 5 per cent level of significance.
2. Total expenditure is measured annually in Rs. Ten thousand (0000).
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The paired mean difference in total expenditure of
SHGs item-wise at Haryana level by applying
paired t-test is depicted in Table 4. The mean of
paired differences in expenses on food, health,
education, furniture, repairs, festivals, and other
items turned out to be 0.297, 0.129, 0.625 0.064,
0.024, 0.32, 0.199, and 0.535, respectively. The
statistically-significant mean of pained differences
indicates a case for women economic
empowerment in terms of incurring expenses on
various items by women members of operational
SHGs in rural Haryana.
In the same tune, the mean differences in total
expenses in all the six divisions of Haryana are
presented in Table 5. The average score on
expenses on food, health, education, furniture,
repairs, festivals, and other items turned out to be
0.259, 0.105, 0.626, 0.079, 0.1188, 0.248, 0.205,
and 0.362, respectively. Similar picture appears for
the estimated mean score of all items in the
Haryana state on an aggregate level except the
expenses on other items which too represents a
middle level of open empowerment. On the other
hand, the mean expenditure score in Gurugram
division is fairly good, as compared to the score in
the other five divisions. The mean score of the total

expenditure in the Haryana (average of all the six
divisions) is again too low (0.250), which is almost
matched by the mean score at an aggregate level in
Haryana (0.277). Hence, our first defended
hypothesis of 'no difference in the expenditure on
selected item pre-and post-joining the SHGs' is
refuted as there was a significant increase in the
total expenditure incurred by the women-managed
SHGs after joining the group at the state level, in its
six divisions and item-wise too.
In nutshell, it can be inferred that means difference
in expenditure on food and health items is low in the
Hisar and the Rohtak divisions, on education is
insignificant in the Faridabad division, on clothing
in the Faridabad and the Rohtak divisions, on
furniture item in the Karnal, the Hisar and the
Rohtak divisions, on festival-related expenses in
the Hisar division, and on other items in the
Gurugram division. The mean difference in the
total expenditure in the state is found to be
insignificant in the case of furniture items. From the
results it is evident that women empowerment has
taken place since they joined SHGs as the p-value
in all the categories is lower than the 5 per cent level
of significance.

Table 5: Summary of Mean Difference in Total Expenditure of SHGs: Division-wise and item-wise
Divisions

N

Food

Health

Ambala

159

0.2132* 0.0107

Faridabad

116

Gurugram

Education Clothing Furniture

Repairs

Festivals

Others

0.3875*

Aggregate

0.0201*

0.1648*

0.0371

0.1069*

0.3145* 0.1568

0.2276* 0.0922* 0.0257

0.0302

0.1158*

0.1974*

0.1914*

0.4476* 0.1659

125

0.8104* 0.3584* 1.9292*

0.2564*

0.2738*

0.4512*

0.5008*

0.0659

Karnal

124

0.1580* 0.0681* 0.3177*

0.1082*

0.012

0.2028*

0.0830*

0.3056* 0.1569

Hisar

165

0.0927 0.0836

0.4986*

0.0461*

0.114

0.2918*

0.143

0.4467* 0.2145

Rohtak

206

0.0572 0.0188

0.6003*

0.0149

0.0288

0.3121*

0.2068*

0.5927* 0.2289

Haryana

895

0.2972* 0.1292* 0.6553*

0.0638*

0.0238

0.3200*

0.1992*

0.5350* 0.2779

0.5807

Note:1. * means the values are statistically significant at per cent level of significance.
2. Total expenditure is measured in Rs. Ten thousand (0000).

Index of Women's Economic Empowerment
In this section, we present the index of women
economic empowerment in Haryana along with its
six revenue divisions. The WEEI index is prepared
for various indicators, such as empowerment in
decision-making, in opening bank account, making
household purchases, domestic savings, making
investments, taking a loan in the time of need,
lending money when having excess and repaying
82

loans taken earlier, on the basis of Equation 3 as
already discussed in Table 5.
The Women Economic Empowerment index
(WEEI) in Haryana as well as its six revenue
divisions is presented in Table 6. The WEEI index
represents a high-level (0.81) women's economic
empowerment on the selected parameters. The
WEEI varies among various indicators, i.e., women
exercise a very high level of autonomy in opening a
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bank account (0.95), savings (0.94), and repaying
the old loan(s) (0.91), while they enjoyed middlelevel autonomy in decision-making in making

investments (0.73), borrowing in time of need
(0.78), and lending money to others when they had
excess (0.72) and household purchases (0.63).

Table 6: Women's Economic Empowerment Index in Various Divisions of Haryana

Divisions

159

Opening
bank
Account
0.9953

116

0.9009

0.5603

0.9440

0.8591

0.7047

0.6358

0.8685

125

0.9720

0.6780

0.9660

0.7360

0.8200

0.7820

0.9300

124

0.9227

0.6076

0.9394

0.6712

0.7530

0.7121

0.9106

165

0.9758

0.6653

0.9274

0.7601

0.8327

0.7298

0.9012

206

0.9466

0.6238

0.9417

0.6748

0.7524

0.7269

0.8786

0.63046

0.9499

0.73505

0.78295

0.7227

0.91081

N

Household
purchases

Savings

Investments

Borrowing

Lending

Repaying
Loan

0.6478

0.9811

0.7091

0.8349

0.7500

0.9760

Average
0.8420

Ambala
Faridabad
Gurugram

0.7819

Karnal

0.8405
0.7880

Hisar
Rohtak
Haryana
Average

895

0.9522

0.8274
0.7921
0.8120

empowerment index (WEEI) and the three
demographic variables, like the age of the
respondent, education of the respondents, and SHG
experience is shown by Table 7. The table reveals
that education of the respondent is the only
significant factor in affecting the WEEI. On the
other hand, the age of the respondent was found to
be significantly associated with the education level
and the SHG experience of the respondent
negatively and positively respectively. Therefore,
the analysis calls for increasing the level of
education of rural women SHG members for their
higher economic empowerment in Haryana.
Similarly, the analysis suggests that more young
women be given incentive to join SHG or form a
new SHG group not only for financial inclusion but
The correlation between the women's economic
also for their economic empowerment.
Table 7: Correlation Matrix between Women's Economic Empowerment
Index (WEEI) and Demographic Variables
Further, it revealed similar minor variations in the
economic empowerment score of women in the
state. The rural women in Ambala, Gurugram, and
Hisar divisions enjoy a very high level of economic
empowerment (indexes more than 0.80 in each),
whereas the rest of the three divisions (Faridabad,
Karnal, and Rohtak) enjoy a high level of economic
freedom in decision making. Therefore, our 2nd
upheld hypothesis is refuted for the state as there
found a high level of women economic
empowerment in the state. Even the six divisions of
Haryana too enjoy a very high to high-level of
economic empowerment and the same is true for all
seven indicators except household purchase where
they exercise middle-level empowerment.

Indicators /variables

WEEI

WEEI

1

Age of the SHG member
(years)
Education (years)

0.085

1

0.194**

-0.475*

1

Experience
(SHG membership)

0.1182

0.22**

-0.053

Age of the SHG
member (years)

Education
(years)

Experience
(SHG membership)

1

Note: 1. * and ** Statistically significant at 1 per cent and 5 per cent level of significance.
2. The other demographic variables such as caste, religion, marital status and the type of card (mentioned
in Table 1) are categorical. Therefore, they cannot be included in the correlation analysis.
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CONCLUSIONS AND
RECOMMENDATIONS
We examined the impact of SHG-led micro
financing on the economic empowerment of rural
women, who were member(s) of any active SHG in
their village. We investigated the significant
changes in the total expenditure of the women
members of the SGHs after joining the Groups
when compared to the situation of before joining
the same. To affect this, a structured, pre-tested
survey schedule was employed to gather
information from 80 operational SHGs in 44
villages. The study employed the paired t-test for
mean differences and Summative scale (Five point)
for the data analysis and inferences. The results
indicate that women, as members of SHGs, have
been able to expand their expenses (become more
empowered) when compared to their expenses
before joining SHGs. The study has further
revealed that women in rural Haryana enjoy a high
level of economic empowerment on the selected
indicators. However, a minor variation (very high/
high/middle level) was noticed in the economic
empowerment division-wise and indicator-wise.
The study suggests that the index of women
empowerment can be raised by the setting up more
and more SHGs by the proliferation of
microfinance in the countryside, especially among
women of the SC/ST and the OBC categories.
There is a need for bringing more women,
especially for the illiterate and with low level of
education, under the ambient microfinance
activities so that they can realise the dream of being
fully empowered. We recommend that for raising
the level of women (economic) empowerment in
the state the level of education needs to be raised
among rural women for fulfilling the dream of
perfection besides giving them more autonomy in
household purchases. Further, special focus is
needed for the Faridabad, Karnal, and Rohtak
divisions and raising the level of women economic
empowerment is the need of the hour, to raise the
overall level in the state. We envisage that the
education level of women in rural areas in Haryana
could be raised for financial inclusion but also for
their economic empowerment.
The study suffers from the limitations of the
primary sample survey and the selection of limited
84

indicators of economic empowerment and it missed
the other parameters of women empowerment such
as household empowerment, social empowerment,
etc. Moreover, the study took into account only a
few aspects of various expenditures incurred by
rural women in household management. Again, the
study is based on 'Five-point Summative Scale' and
the information provided by the respondents is very
subjective. Future researchers can take this
opportunity with a large sample, i.e., from the
whole India, compare the women economic
empowerment between the active and non-active
SHG members, take more indicators of
expenditures for household expenses incurred by
the rural woman and take more indicators of
women's economic empowerment for the
construction of Economic Empowerment Index.
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Appendix

Table I: ANOVA and Normality Test Statistics of the Study.
Division
Gurugram

Karnal

Ambala

Rohtak

Faridabad

Hisar

Cronbach
Alpha
0.72

0.82

0.71

0.72

1.01

1.02

ANOVA statistics
ANOVA
Source of
Variation
Rows

SS
6.053613

df
124

MS
0.048819

F
3.539393

Columns
Error

7.633428
15.39318

9
1116

0.848159
0.013793

61.4912

Total
ANOVA
Source of
Variation

29.08022

1249

SS

df

MS

F

Rows

8.170535

123

0.066427

5.553713

Columns
Error

7.827433
13.24066

9
1107

0.869715
0.011961

72.71348

Total

29.23862

1239

ANOVA
Source of
Variation

SS

df

MS

F

Rows

7.112471

158

0.045016

3.537503

Columns

10.7319

9

1.192434

93.70603

Error

18.09532

1422

0.012725

Total

35.93969

1589

Pvalue
6.23E57
2.5E105

Pvalue
1.33E36
4.3E137

ANOVA
Source of
Variation

SS

df

MS

F

Rows

9.2858

205

0.045297

3.674337

Columns

11.32505

9

1.258339

102.073

Error

22.74484

1845

0.012328

Total

43.35569 2059
ANOVA
Source of
Variation
SS

df

MS

F

Rows

3.426501

115

0.029796

2.549198

Columns
Error
Total

7.15737
12.09734
22.68121

9
1035
1159

0.795263
0.011688

68.03956

Pvalue
5.29E50
5.7E155

ANOVA
Source of
Variation

SS

df

MS

F

Rows

6.788872

164

0.041396

3.560887

Columns
Error
Total

5.750092
17.1586
29.69757

9
1476
1649

0.638899
0.011625

54.95873

P-value
3.3E-29
1.93E91

F crit
1.233212
1.888254

F crit
1.234211
1.888322

F crit
1.205284
1.886451

F crit
1.179126
1.884945

Pvalue
1.02E14
3.05E98

P-value
2.43E38
1.78E86

F crit
1.242685
1.88891

F crit
1.201308
1.886211

Note 1: The value of Cronbach Alpha is various divisions has been estimated using Two-factor ANOVA without replication.
The formula used is Alpha= 1- (MS Error/MS Rows)
2: If the value of Cronbach Alpha is between 0.5-1.0, it's good indicator of the normality/reliabilityof data.
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Abstract
Purpose: The study seeks to measure the subjective well-being (SWB) of employees working in micro, small
and medium enterprises (MSMEs) across Uttarakhand.
Methodology: Partial Least Squares Path Modelling (PLS-PM) techniques were used to test the SWB
(Satisfaction with Life, Positive affect, and Negative Affect) model. The participants included 415 junior,
middle, and senior-level employees. The data was gathered through a close-ended questionnaire using two
instruments: The Satisfaction with Life Scale [SWLS], a self-report questionnaire was used to assess one's
level of satisfaction with life. Another scale, Watson's PANAS, was used to assess the two items: Positive
Affect [PA] and Negative Affect [NA].
Findings: The data analysis was divided into two parts: the outer model and the inner model and the model
reveals that SWL is positively correlated with PA but not with NA; the correlation between PA and NA was
discovered to be weak. In both the models, NA underperformed throughout the data analysis, and the three
NA items, namely, "Jittery," "Irritable," and "Upset" were eliminated from the model for further analysis.
Finally, NA was completely excluded from the model and new results were revealed, discovering a better
model and improved goodness-of-fit.
Limitations: One should be cautious in generalising the findings to PA and NA in general. It is not clear
whether the dispositional components of PA and NA as measured by other affect scales, are uncorrelated, as
demonstrated by the PANAS. Also,the statistical significance varies for a smaller population and cultural
trait variables and, hence, will be more valuable for large corporates only.
Contribution: This study contributes significantly to the literature on the assessment of subjective wellbeing in the field of human behaviour. It can help business/organisations identify employee well-being at
work, which can boost productivity and organisational growth. It can also assist other researchers in
conducting more in-depth research on the subject.
Originality/Value: The study is significant since there have been few studies in India that indicate the use of
Partial Least Squares Path Modelling methods for assessing the subjective well-being, making the study
unique and ground-breaking.

Key words: Subjective well-being, Satisfaction with life, Positive affect, Negative affect, Micro,
small and medium enterprises

Ms. Kuljeet Kaur & Prof. H.C. Purohit

INTRODUCTION
Subjective well-being, life satisfaction, happiness,
and quality of life are all closely-related concepts
that have diverse meanings yet are frequently used
interchangeably. Subjective well-being is defined
as the degree to which an individual evaluates the
overall quality of his or her life favourably. In other
words, subjective well-being refers to how much a
person enjoys his or her life (Veenhoven, 1984).
Subjective well-being is an attempt to recognise
people's assessments of their quality of life, which
included both “cognitive” and “affective”
responses.(Andrews & Withey, 1976; Ed Diener,
1984).The "cognitive" component of satisfaction
with life refers to people's overall assessment of the
value of their existence (Peterson, Park &
Seligman, 2005).Affection is another category
comprises ofPositive affect and Negative affect,
where positive affect relates to an individual's
experience of pleasant emotions, and Negative
affect refers to an unpleasant emotion (Diener et al.,
2006).
Positive and Negative Affect are two dimensions of
the same pole that are independent of one another.
Positive affect describes an individual's positive
emotional states of joy, interest, confidence, pride
and alertness. Fear, sadness, guilt, contempt,
anxiety and anger are all examples of negative
states (Snyder and Lopez, 2002). However, the
relationship between positive and negatives indices
have not been completely understood (Diener,
2009). Concisely, these concepts refer to how
happy and satisfied people are with their lives
globally (Lucas & Donnellan, 2007). These
concepts can be used in any environment, including
people that work for a company.
Wright et al. (2002) claimed that happy people are
productive workers. Happier workers are more
productive, practical, less absent, more cooperative, and friendlier (Judge et al., 2001),
change jobs less frequently, and are more precise
and willing to help others (Spector,1997). On the
other side, low levels of health and well-being
among workers, can have a variety of implications,
including sick leave, low productivity, and
absenteeism (Danna and Griffin,1999).
Recognising that happy employees are the
backbone of any successful organisation, several
90

studies have found that companies with higher
average levels of employee well-being report
higher monetary returns than companies in the
lowest quartile of employee well-being (Harter et
al., 2003). Furthermore, researchers have found
that “happy” people have good mental and physical
health, live a long life, have positive social
relationships, and are more creative and productive
at work. As a result, they appear to perform more
effectively and maintain a work-life balance when
compared to unhappy people (Mahapatra & Sahai,
2020).In industrial development, MSMEs have
long been regarded as the backbone of the industry,
accounting for roughly 90% of global trade.
MSMEs serve as economic growth specialists in
both developed and developing countries (Sarita et
al., 2017).
As a result, it is important to evaluate MSMEs
employees' "well-being at work," with the
components of subjective well-being.
REVIEW OF LITERATURE
Schmukle, et al. (2002) used structural equation
modelling to examine the relationship between PA
and NA in 292 participants, identifying an
occasion-specific component, a method-specific
component, and a component due to measurement
error by employing a multi-construct latent statetrait model. The study found significant negative
correlations between state PA and NA. The analysis
confirmed and extended the findings that the
dispositional components of state PA and NA were
unrelated. The situation-specific components, on
the other hand, were negatively associated. As a
result, the negative correlation between state PA
and NA could be attributed to situational effects.
According to the findings of Singh and Jha (2008)
Positive Affect, Happiness, and Life Satisfaction
are all significantly-positively correlated. The
Negative Affect had a significantly negative
correlation with Happiness and Life Satisfaction,
indicating that the two concepts are distinct. The
study included 254 undergraduate technology
students, and stepwise regression analysis revealed
that Positive Affect and Negative Affect accounted
for 19 per cent of the variance in Life Satisfaction.
The aim of the report “Promoting Subjective Well-
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Being at Work” was to examine the findings and
emphasise the relevance of improving workplace
well-being. Future studies should look into the link
between subjective well-being and workplace
aggression and other harmful behaviours, Russell
(2008) observed. It is reasonable to assume that a
company with poorer subjective well-being would
have more health issues, depressed employees,
those at risk of suicide, and actions of
aggressiveness toward co-workers or the
workplace. To put this to the test, more research is
required.
Tov and Diener (2009) investigated “culture and
subjective well-being”, and reviewed the literature
concerning the influence of culture on the SWB.
They discovered that while there are significant
differences in the pattern and content of SWB
variables, as well as the causes and correlates of
SWB, some categories of well-being, as well as
their causes, are similar across cultures. As a result,
while well-being can be understood in broad terms,
it must also be understood within the context of
each culture. They also looked at the issues of
assessing the SWB in diverse cultures from a
methodological standpoint. Pleasant affect,
unpleasant affect, and Life Satisfaction are not
notions that most people are unfamiliar with.
Nonetheless, societal standards influence which
feelings are pleasant and unpleasant to experience
to some extent. As a result, while employing
aggregates like pleasant and unpleasant affect, it's
important to keep in mind that single emotions may
cohere differently with the greater aggregate. Only
emotions that cohere similarly in each culture
should be compared in emotion aggregates.
In his study, titled "Happiness: Also known as 'life
satisfaction' and 'subjective well-being',
Veenhoven (2012) attempted to discover the
relationship between the three. This study
represented the combination of 'satisfaction with
life as a whole', which is what the author means by
'happiness', and is then synonymous with 'life
satisfaction'. He stated that the term 'life
satisfaction' is most commonly used to refer to
'overall happiness', except in some cases,
particularly when referring to its cognitive
component and then synonymous with
'contentment'. Therefore, happiness can be defined
as the subjective enjoyment of one's life as a whole.

The study of “subjective well-being” focuses on a
review of cross-cultural SWB research on the three
components of life satisfaction, pleasant emotions,
and negative emotions. The component of the SWB
to be investigated determines “what makes
individuals happy” and which cultures are
“happier” than others. In th study of Tov and
Diener (2013) 70 per cent of the historical data on
happiness and life satisfaction is based on the
respondents from Europe and North America.
Many West European and North American
societies have individualist cultures, while many
Asian, African, and Latin American societies have
collectivist cultures. The link between emotional
experience and life satisfaction is weaker in
collectivist countries than in individualist
countries. People in collectivist cultures are more
likely to overlook their personal feelings, while
analysing the overall conditions of their existence.
Cultural differences in emotional bipolarity may be
explained by the various philosophical systems that
have influenced the Western and Eastern cultures.
Based on extensive literature review, Sahai and
Mahapatra (2020) came to an important finding,
which is that the outcomes of the subjective wellbeing can be both positive and negative. With the
survey of various researches, they have supported
the fact that “happy” people have good mental
health, physical health, live along with life, have
good social relationships, are more creative and
productive at workplace. As a result, they appear to
function more effectively and maintain a work-life
balance than those who do not.
The empirical analysis in this study shows that, in
addition to the other economic dimensions, the
subjective well-being influences productivity. It is
possible to increase productivity by improving
one's well-being. Di Maria, et al. (2020) draw on
annual observations of GDP, labour, and capital
stock from AMECO, the European Commission's
macroeconomic database. The subjective wellbeing index is based on the European Social Survey
(ESS) and spans four time periods: 2004, 2006,
2008, and 2010.According to the author, it is a
common belief that people require incentives to
sacrifice their well-being for their jobs, but the
available evidence suggests that caring for people's
well-being may positively affect the total
productivity and, more broadly, economic growth.
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Furthermore, it appears that increasing people's
freedom and autonomy, self-expression, social
participation, sense of belonging, and control over
their own time and space would significantly
contribute to their well-being.
Wong, et al. (2021) examined the relationships
between the work-life balance, subjective
wellbeing, employee wellbeing and quality-time
allocation. A total of 1063 responses were used,
using an online survey and found that subjective
wellbeing has a moderating effect on the
association between work-life balance and its
favourable effects on employee wellbeing and
personal activity time allocation. In the link
between work-life balance and its results,
subjective wellbeing was discovered to be a key
mediator. Work life balance was also found to have
a favourable effect on employee wellbeing and
quality time allocation for personal life, with
subjective wellbeing acting as a moderator in these
connections. According to the findings, work-life
balance is also advantageous to subjective wellbeing, employee well-being, and the quality and
quantity of personal life-time. This study provided
evidence for the moderating effect of subjective
wellbeing on the relationship between work-life
balance and its positive effects on employee
wellbeing and quality time allocation for personal
activity.
OBJECTIVES OF THE STUDY
The study has two objectives:
1.

To measure the employees' Subjective Wellbeing' with its components, namely, the
Satisfaction with Life (SWL), Positive Affect
(PA) and Negative Affect (NA); and

2.

To examine the relationship of the Satisfaction
with Life (SWL) with the Positive Affect (PA)
and the Negative Affect (NA) at work.

Hypotheses
In order to attain the above objectives, the
following hypotheses were formulated for testing:
H01: There is no relationship between the SWL and
the PA.
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H02: There is no relationship between the SWL and
the NA.
H03: There is no association between the PA and
the NA.
RESEARCH METHODOLOGY
The method of data collection, sample size, the
scale of measurement with the reliability and
sample profile of the employees are briefly
described below:
1. Data Collection: The questionnaire was
distributed through direct contact, online medium,
and various available resources among Micro
Small and Medium Enterprises (MSME)
employees working in the manufacturing or service
sector of the state, Uttarakhand.

Sample Size: The study included 415
employees from micro, small, and medium
enterprises in Uttarakhand at all levels of
management (junior, middle, and senior). The
sample was made up of 252 (61%) males and 163
(39 %) females. Their age ranged from 18 to 70
years. The Mean age was 31.14 years, with a
standard deviation of 8.603.
2.

3.

The Scale of Measurement:

The subjective well-being (SWB) is a self-reported
measure of well-being, supported by a large body of
research demonstrating that people's assessments
of their own lives are relatively easy to collect,
widely available, and with reliable sources of
information. (Charles et al., 2014).
To measure the subjective well-being of the
employees, two tools were adopted. First was the
Satisfaction-with-Life-Scale (SWLS) developed
by Diener, Emmons, Larsen, and Griffin, 1985. The
SWLS is a 5-item questionnaire that measures one's
evaluation of satisfaction with life in general,
ranging from SWL1 'In most ways, my life is close
to my ideal'; SWL2 'The conditions of my life are
excellent'; SWL3 'I am satisfied with my life';
SWL4 'So far, I have gotten the important things I
want in my life' and SWL5 'If I could live my life
over, I would change almost nothing'. Participants
respond to each item on 7-point Likert scales
ranging from 7= 'strongly agree' to 1= 'strongly
disagree'. Then, responses are summed to yield an
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overall score of life satisfaction.

DATA ANALYSIS AND FINDINGS

The second tool was PANAS (Positive and
Negative Affects Schedule) comprised of two tenitems scales designed to measure positive affect
(PA; 10 items) and negative affect (NA; 10 items),
constructed by Watson, Clark and Tellegen, 1988.
The attributes of Positive affect are active, alert,
attentive, determined, enthusiastic, excited,
inspired, interested, proud, strong and attributes of
negative affect are afraid, scared, nervous, worried,
irritable, hostile, guilty, ashamed, upset, distressed.
The participants in PANAS were required to
respond to a 20-item test using a 5-point Likert
scales ranging from, 5= “extremely” to 1 = “very
slightly or not at all”.
Reliability of the Scale
The soundness of the scale was measured with the
help of Cronbach's Alpha. The Cronbach Alpha of
the SWLS was found to be significant at 0.855. And
the Cronbach alpha of the Positive Affect (PA) and
Negative Affect (NA) was found significant (0.935
and 0.910, respectively), which shows that both the
scale used for data collection were reliable.
Sample Profile
The demographic profile of respondents/
employees of MSME made up of age, gender,
marital status, education, and level of management
is presented in Table 1.
Table 1: Sample Profile
Demography
Factors
Age

Category

up to 25 years
26-45 years
46 & above
Gender
Male
Female
Marital Status Married
Unmarried
Education
Intermediate
Graduate
Post-graduate
Others
Level of
Junior
Management Middle
Senior

The PLS-PM is a statistical data analysis
methodology that combines Regression Models,
Structural Equation Models, Multiple Table
Analysis, and much more. It is a statistical method
used to investigate complex multivariate
relationships between latent variables (LVs) and
observed or manifest variables (MVs). The PLSPM data analysis used for studying a set of
observed variable blocks in which each block can
be summed up by a latent variable and shows the
existence of linear relationships between latent
variables (Gaston Sanchez, 2013). R is a freeware
for data analysis, statistical computing, and
graphics. In turn, PLS-PM is an R package
dedicated to Partial Least Squares Path Modeling
analysis. In this study, the data was examined, using
the R package PLS-PM, developed by Sanchez
,Trinchera and Russolillo (2017).
The estimation strategy and analysis in this study
will proceed as follows. There will be two-model
specifications: the first is the 'outer model', also
known as the 'measurement model', which helps to
obtain the 'unidimensionality' of the latent
variables, the outer model 'communalities',
'loadings' and 'cross-loadings', etc. The second the
'inner or structural model' is used to know the
'correlation', 'R-square', 'redundancies', and
'goodness-of-fit', 'factor loadings and bootstrap',
and 'total effects' statistics.
Graphical presentation of the Latent and
Manifest Variables

Percentage
27
67
5
61
39
49
51
19
32
35
14
27
55
18

As depicted in Figure 1, the SWL, PA and the NA,
in the oval shape, are the Latent Variables (LVs),
whereas all the rectangle boxes are the Manifest or
observed variables (MVs). Here, MVs are showing
a formative relationship with its latent variable.
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Figure 1: Graphical representation of SWL, PA and NA as latent Variables
2 Guilty
0.1900 0.777
0.604
Outer Model (or Measurement) Model
2
Ashamed
0.2229
0.785
0.616
Assessment
For an indicator to be considered satisfactorily
performing, the 'unidimensionality' criteria of
assessing the measurement model require that the
Cronbach's alpha and Dillon–rho Goldstein's have
a score above 0.7 and Eigen 1st Value should be >1
and Eigen 2nd Value should be <1. Cronbach's
alpha and DG. Rho were found to be in the range of
0.860 to -0.949, and Eigen 1st value was also
greater than one, but NAs Eigen 2nd value was
found to be greater than one (less than one required)
as summarised in Table 2.
Table 2: Unidimensionality of SWL, PA and NA
________________________________________________
Mode MVs C.alpha DG.rho eig.1st eig.2nd
SWL A
5
0.860
0.899
3.21
0.576
NAs A
10
0.907
0.923
5.45
1.071
PA
A
10 0.939
0.949
6.49
0.787
________________________________________________

The quality of a measurement model can be
determined by determining how much of the
variance of an LV's MVs is shared, which is known
as convergent validity and is established by factor
loadings greater than 0.7. (Ravand&Baghaei,
2016; Sanchez, 2013). The results showed that
three of the MVs loaded lower than .7. These MVs
were Jittery (.357), Irritable (.375), and Upset
(.433) for Negative affection (NAs). As a result,
these three MVs were eliminated for further
analysis. Table 3 shows the loadings, weights,
communalities, and redundancy for the MVs.
Table 3: Outer Model of SWL, PA and NA
________________________________________
weight loading communality redundancy
SWL
1 SWL1
1 SWL2
1 SWL3
1 SWL4
1 SWL5
NAs
2 Afraid
2 Scared
2 Nervous
2 Hostile
94

0.2837
0.2798
0.2079
0.2615
0.2134

0.788
0.858
0.794
0.813
0.744

0.621
0.736
0.631
0.661
0.553

0.00000
0.00000
0.00000
0.00000
0.00000

0.2222
0.1474
0.2050
0.1546

0.759
0.782
0.755
0.717

0.576
0.612
0.571
0.514

0.00478
0.00507
0.00473
0.00426

2 Distressed
PA
3 Active
3 Alert
3 Attentive
3 Determined
3 Enthusiastic
3 Excited
3 Inspired
3 Interested

0.1393

0.727

0.528

0.00501
0.00511
0.00438

0.1207
0.1176
0.1452
0.1189
0.1023
0.1067
0.1364
0.1665

0.801
0.837
0.854
0.799
0.737
0.780
0.796
0.856

0.642
0.701
0.730
0.638
0.544
0.609
0.634
0.733

0.14457
0.15796
0.16445
0.14376
0.12251
0.13712
0.14289
0.16513

________________________________________
In addition to convergent validity, discriminant
validity is a tool used to determine how distinct one
LV is from another. Cross-loadings determine
which indicators have the highest correlation with
the LV. There are no traitor MVs present because
the loadings of the MVs associated with a given LV
are greater than their loadings with any other LV.
The MVs are all devoted to their respective LVs.
Therefore, the results displayed in Table 4 are in
support of discriminant validity.
Table 4: Cross Loadings of SWL, PA and NA
________________________________________
SWL
NAs
PA
SWL
1 SWL1
0.78776
0.110559
0.390691
1 SWL2
0.85784
0.087281
0.407020
1 SWL3
0.79427
0.000971
0.366310
1 SWL4
0.81312
0.075357
0.386473
1 SWL5
0.74377
0.072088
0.304841
NAs
2 Afraid
0.08535
0.758772
-0.031131
2 Scared
0.05035
0.782133
-0.026913
2 Nervous
0.06619
0.755320
-0.041317
2 Hostile
0.13864
0.716764
0.057566
2 Guilty
0.11581
0.777207
0.016216
2 Ashamed
0.04429
0.784617
-0.072549
2 Distressed
-0.00357
0.726599
-0.076574
PA
3 Active
0.30453
-0.087669
0.801036
3 Alert
0.37503
-0.007278
0.837301
3 Attentive
0.38532
-0.086771
0.854350
3 Determined
0.40300
0.016414
0.798794
3 Enthusiastic 0.34397
0.011566
0.737398
3 Excited
0.32766
-0.019372
0.780126
3 Inspired
0.45965
0.016255
0.796378
3 Interested
0.43761
-0.103768
0.856096
3 Proud
0.34675
-0.000212
0.750351
3 Strong
0.34167
-0.034537
0.828289
________________________________________________
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Inner Model (or Structural Model)
Assessment
In the next step, the quality of the inner
(structural) model is evaluated by executing the
Pls$inner_model commands:
The first section of Table 5 shows the loading
(estimate) of 'SWL' on 'NA'. In the second part, the
loadings of 'SWL' and NAs' on 'PAs' have been
presented. The results revealed that the regression
weights of SWL on NAs were found insignificant
and SWL on PAs were statistically significant,
whereas NAs on PAs are found to be slightly
significant (p=0.058). The naïve rule says the value
of p should be less than 0.05.
Table 5: Structural Model Path Coefficients of
SWL, PA and NA
H02: There is no significant relation between SWL
and NA
INNER MODEL

In the correlation matrix, SWL and NA shows low
correlation and SWL and PA shows moderate
correlation whereas NA and PA show very weak
correlation. It is evidenced by Table 6.
Table 6: Correlation between the Latent
Variables SWL PA and NA
________________________________________


SWL

SWL

1.0000

NA

0.0911

1.0000

PA

0.4670

-0.0421

NAs

PA

1.0000

________________________________________________

Pls$inner_summary

$NAs
Estimate

insignificant and SWL on PAs were found
statistically significant, whereas NAs on PAs are
found slightly significant (p=0.058). The naïve rule
says the value of p should be less than 0.05.

Std. Error t value

Pr(>|t|)

Intercept

-5.89e-17 0.049

-1.20e-15 1.0000

SWL

9.11e-02

1.86e+00 0.0638

0.049

-------------------------------------------------------------------

H01: There is no significant relation between SWL
and PA
H03: There is no significant relation between NA
and PA
$PA
Estimate

Std. Error t value

Pr(>|t|)

Intercept

1.21e-16

0.0434

2.80e-15

1.00e+00

SWL

4.75e-01

0.0435

1.09e+01

1.72e-24

NAs

-8.53e-02 0.0435

-1.96e+00 5.08e-02

Hair et al. (2014) classified R2 values for
dependent variables of 0.75, 0.50, and 0.25 as
significant, moderate, and weak, respectively.
However, Sanchez et al. (2015) considered R2
values greater than0 .60 to be high, between 0.30
and 0.60 to be moderate, and less than 0.30 to be
low. The R2 values, as shown in Table 7, are low to
moderate. Communality value of above 0.5 is
considered to be ideal. Communality of all LVs met
the criteria of value more than 0.05 which shows
that the data was sufficient to obtain the results. No
cut-off or rule of thumb has been suggested for
redundancy.
Table 7: PLS-PM, Inner Model Summary of
SWL, PA and NA
________________________________________

The first section of Table 5 shows the loading
(Estimate) of 'SWL' on 'NA'. In the second part, the
loadings of 'SWL' and NAs' on 'PAs' have been
presented.

Type

R2

Block_
Mean_
AVE
Communality Redundancy
SWL Exogenous 0.0000
0.640
0.0000
0.640
NAs Endogenous 0.0083
0.518
0.0043
0.518
PA
Endogenous 0.2253
0.648
0.1460
0.648

________________________________________________

The regression weights of SWL on NAs found
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Goodness-of-Fit (GoF)
GoF is defined as a "prediction power index for the
entire model”. Within the PLS community, GoF
values greater than 0.7 are considered 'very good'
(Sanchez et al., 2015). Finally, the overall GoF
index of 0.2635 was found below the suggested cut
off of 0.70.
Total Effects: Direct and Indirect
Table 8 shows the direct and indirect effects in
which the direct influence of SWL on NAs is very
small, 0.0911 and indirect is 0. The direct influence
of SWL on NAs is very small, (0.0911) and indirect
is 0. The direct influence of NAs on PAs is also very
small, (-0.0853) and indirect is 0. The model
doesn't provide any valuable information. Whereas
the direct influence of SWL on Pas 0.4748 provides
us valuable information and indirect does not
provide any valuable information, consider this
model as a valuable model.
Table 8: Total Effects: Direct and Indirect
________________________________________
relationships

direct

indirect

total

1

SWL ->NAs

0.0911

0.00000

0.0911

2

SWL-> PA

0.4748

-0.00777 0.4670

3

NAs ->PA

-0.0853

0.00000

-0.0853

________________________________________________

As we have given 1000 recently large bootstrap
validation, we may consider our bootstrap results
reliable. In confidence interval columns, lower
limit is per cent 0.025 and upper
limit is per cent 0.975. And the rule of thumb says
zero must not be included in this interval which
means the value of both the limits should be either
with a positive or a negative sign.
Furthermore, Table 9, Table 10, and Table 11 show
that NAs are on the negative side on lower limits,
with every analysis showing negative values of
NAs. The value of NAs in the outer model is also
not supporting the theory.
In this case, NAs are not very useful to justify our
theory and followed by rule we have to eliminate it
from further analysis. The hypothesis is also not
supporting NAs and, hence, on this basis, we reject
96

only one null hypothesis i.e,H01 and accept two null
hypotheses, namely, H02 and H03.This means that
there exists of significant relation between SWL
and PA but there is no significant relation between
SWL and NA and no association exists between PA
and NA.
Table 9: Factor Loadings and Weights and
Bootstrap validation
________________________________________
weights
Original Mean.Boot Std. Error
SWL-SWL1 0.2837
0.2826
0.0262
SWL-SWL2 0.2798
0.2783
0.0195
SWL-SWL3 0.2079
0.2206
0.0293
SWL-SWL4 0.2615
0.2581
0.0254
SWL-SWL5 0.2134
0.2074
0.0262
NAs-Afraid 0.2222
0.1740
0.1113
NAs-Scared 0.1474
0.1343
0.0829
NAs-Nervous 0.2050
0.1689
0.0854
NAs-Jittery -0.0636
0.0302
0.2037
NAs-Irritable 0.0122
0.0461
0.0928
NAs-Hostile 0.1546
0.1087
0.2150
NAs-Guilty 0.1900
0.1311
0.1665
NAs-Ashamed 0.2229
0.1732
0.0884
NAs-Upset
0.0869
0.1135
0.2322
NAs-Distressed0.1393
0.1374
0.0957
PA-Active
0.1207
0.1154
0.0176
PA-Alert
0.1176
0.1206
0.0122
PA-Attentive 0.1452
0.1380
0.0148
PA-Determined0.1189
0.1270
0.0160
PA-Enthusiastic0.1023
0.1066
0.0145
PA-Excited 0.1067
0.1050
0.0135
PA-Inspired 0.1364
0.1383
0.0155
PA-Interested 0.1665
0.1557
0.0195
PA-Proud
0.1067
0.1117
0.0155
PA-Strong
0.1157
0.1199
0.0117

perc.025 perc.975
0.2334
0.337
0.2426
0.320
0.1709
0.285
0.2131
0.313
0.1559
0.257
-0.0812
0.377
-0.0402
0.286
-0.0357
0.315
-0.3094
0.473
-0.1769
0.208
-0.4118
0.517
-0.3083
0.401
-0.0350
0.330
-0.4241
0.597
-0.0829
0.316
0.0750
0.147
0.0985
0.145
0.1049
0.164
0.0972
0.161
0.0779
0.134
0.0788
0.132
0.1151
0.177
0.1149
0.191
0.0828
0.146
0.0965
0.141

loadings
Original Mean.Boot Std.Error perc.025 perc.975
SWL-SWL1
0.788
0.785
0.0321 0.7186
0.843
SWL-SWL2
0.858
0.858
0.0177 0.8184
0.887
SWL-SWL3
0.794
0.797
0.0299 0.7349
0.848
SWL-SWL4
0.813
0.810
0.0225 0.7569
0.847
SWL-SWL5
0.744
0.738
0.0327 0.6678
0.795
NAs-Afraid
0.759
0.682
0.1433 0.3028
0.847
NAs-Scared
0.782
0.714
0.1434 0.3306
0.862
NAs-Nervous 0.755
0.700
0.1212 0.3596
0.823
NAs-Jittery
0.597
0.611
0.1428 0.2547
0.823
NAs-Irritable 0.612
0.600
0.1236 0.2497
0.755
NAs-Hostile
0.717
0.637
0.2041 0.0505
0.843
NAs-Guilty
0.777
0.683
0.1830 0.1593
0.844
NAs-Ashamed 0.785
0.694
0.1435 0.2939
0.837
NAs-Upset
0.658
0.641
0.1813 0.1220
0.878
NAs-Distressed 0.727
0.679
0.1344 0.2877
0.822
PA-Active
0.801
0.799
0.0249 0.7464
0.841
PA-Alert
0.837
0.836
0.0225 0.7870
0.876
PA-Attentive 0.854
0.852
0.0198 0.8059
0.886
PA-Determined 0.799
0.802
0.0302 0.7343
0.854
PA-Enthusiastic 0.737
0.738
0.0355 0.6594
0.799
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PA-Excited
PA-Inspired
PA-Interested
PA-Proud
PA-Strong

0.780
0.796
0.856
0.750
0.828

0.777
0.795
0.852
0.752
0.830

0.0289
0.0250
0.0162
0.0292
0.0257

0.7162
0.7427
0.8191
0.6918
0.7742

0.828
0.839
0.881
0.805
0.875

Table 10: Path-coefficients and Bootstrap
Standard errors
________________________________________
Original Mean.Boot Std.Error perc.025 perc.975
SWL ->NAs

0.0911

0.0626

0.1433

-0.257

0.264

SWL ->PA

0.4748

0.4714

0.0492

0.375

0.565

NAs ->PA

-0.0853

-0.0899

0.0603

-0.171

0.059

________________________________________________

Table 11: Total Effects and Bootstrap Standard
Errors
________________________________________
Original Mean.Boot Std.Error perc.025 perc.975
SWL -> NAs 0.0911

0.0626

0.1433

-0.257

0.264

SWL -> PA

0.4670

0.4684

0.0518

0.365

0.564

NAs -> PA

-0.0853

-0.0899

0.0603

-0.171

0.059

________________________________________________
Due to the reason mentioned above, we have run the model again
without NA and the new results of Outer and Inner Model, found
without the latent variable NAs, are as follows:

________________________________________________

PA
2 Active
0.101 0.792
0.627
0.138
2 Alert
0.125 0.836
0.699
0.154
2 Attentive
0.128 0.848
0.719
0.158
2 Determined 0.134 0.804
0.646
0.142
2 Enthusiastic 0.114 0.745
0.555
0.122
2 Excited
0.110 0.783
0.612
0.135
2 Inspired
0.153 0.801
0.641
0.141
2 Interested
0.146 0.852
0.725
0.159
2 Proud
0.116 0.754
0.569
0.125
2 Strong
0.114 0.828
0.685
0.151
________________________________________________
CROSSLOADINGS
SWL
PA
SWL
1 SWL1
0.776 0.393
1 SWL2
0.859 0.409
1 SWL3
0.812 0.368
1 SWL4
0.813 0.388
1 SWL5
0.738 0.306
PA
2 Active
0.303 0.792
2 Alert
0.374 0.836
2 Attentive
0.384 0.848
2 Determined 0.401 0.804
2 Enthusiastic 0.343 0.745
2 Excited
0.328 0.783
2 Inspired
0.460 0.801
2 Interested 0.439 0.852
2 Proud
0.347 0.754
2 Strong
0.341 0.828
________________________________________________
INNER MODEL
$PA

BLOCKS DEFINITION

Estimate

Block

Type

Size

Mode

1

SWL

Exogenous

5

A

2

PA

Endogenous

10

A

________________________________________________
BLOCKS UNIDIMENSIONALITY

Std. Error t value

Pr(>|t|)

Intercept 2.18e-16

0.0435

5.02e-15 1.0e+00

SWL

0.0435

1.08e+01 4.5e-24

4.69e-01

________________________________________________
CORRELATION BETWEEN LVs

Mode

MVs

C.

alpha

DG.rho

eig.1st

eig.2nd

SWL

A

5

0.860

0.899

3.21

0.576

SWL

PA

A

10

0.939

0.949

6.49

0.787

PA

SWL

PA

1.000

0.469

0.469

1.000

________________________________________________

________________________________________________

OUTER MODEL

SUMMARY INNER MODEL
Type

R2

SWL

Exogenous

0.00

PA

Endogenous

0.22

weight loading communality redundancy
SWL
1 SWL1
1 SWL2
1 SWL3
1 SWL4
1 SWL5

0.263
0.273
0.246
0.259
0.204

0.776
0.859
0.812
0.813
0.738

0.602
0.739
0.659
0.661
0.545

0.000
0.000
0.000
0.000
0.000

Block_

Mean_

AVE

Communality Redundancy
0.641
0.000
0.641
0.648

0.142

0.648

Changed from here onwards
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________________________________________________

DISCUSSION

GOODNESS-OF-FIT

We investigated the effect of the cognitive
component subjective well-being, Satisfaction
with Life, on the affective component, Positive
affect and Negative affect, as well as the effect of
Positive affect on Negative affect. We hypothesise
that the Satisfaction with life has a positive effect on
the Positive affect and an inverse effect on Negative
affect. The second hypothesis was to investigate the
association between the positive and negative
affectS. For data analysis, the freeware R was used
with the Partial Least Square- Path Modeling
statistical analysis package.SWL, PA and NA were
the latent variables and observed or manifest
variables (MVS) as shown in Figure1 with the
formative relationship. The analysis was divided
into two models name an outer (measurement) and
inner (structural) model.

0.3768
________________________________________________

Total effects – Direct & Indirect
relationships direct
1

SWL

-> PA

indirect

total

0.469

00.469

________________________________________________

Factor Loadings and Weights and Bootstrap
Validation
weights
Original Mean.Boot Std.Error perc.025 perc.975
SWL-SWL1
0.263
0.264
0.02026 0.2271 0.305
SWL-SWL2
0.273
0.274
0.01670 0.242
0.308
SWL-SWL3
0.246
0.246
0.02300 0.1993 0.291
SWL-SWL4
0.259
0.260
0.01866 0.2250 0.298
SWL-SWL5
0.204
0.204
0.01891 0.1652 0.239
PA-Active
0.101
0.101
0.00960 0.0801 0.120
PA-Alert
0.125
0.125
0.00844 0.1089 0.142
PA-Attentive
0.128
0.128
0.00780 0.1140 0.144
PA-Determined 0.134
0.134
0.00836 0.1179 0.152
PA-Enthusiastic 0.114
0.115
0.00994 0.0939 0.134
PA-Excited
0.110
0.109
0.00971 0.0899 0.127
PA-Inspired
0.153
0.154
0.01195 0.1347 0.181
PA-Interested
0.146
0.147
0.01173 0.1277 0.174
PA-Proud
0.116
0.116
0.01012 0.0951 0.136
PA-Strong
0.114
0.114
0.01018 0.0920 0.132
_____________________________________________________
loadings
SWL-SWL1
SWL-SWL2
SWL-SWL3
SWL-SWL4
SWL-SWL5
PA-Active
PA-Alert
PA-Attentive
PA-Determined
PA-Enthusiastic
PA-Excited
PA-Inspired
PA-Interested
PA-Proud
PA-Strong

Original Mean.Boot Std.Error
0.776
0.776
0.0317
0.859
0.858
0.0163
0.812
0.810
0.0270
0.813
0.812
0.0201
0.738
0.735
0.0283
0.792
0.790
0.0238
0.836
0.834
0.0226
0.848
0.847
0.0190
0.804
0.802
0.0291
0.745
0.744
0.0329
0.783
0.780
0.0270
0.801
0.800
0.0228
0.852
0.852
0.0150
0.754
0.754
0.0304
0.828
0.825
0.0254

perc.02 perc.975
0.708
0.829
0.824
0.887
0.747
0.854
0.767
0.846
0.673
0.784
0.741
0.832
0.785
0.871
0.806
0.881
0.735
0.852
0.676
0.802
0.724
0.829
0.753
0.842
0.821
0.879
0.687
0.808
0.770
0.870

Table Path Coefficients and Bootstrap Standard Errors
SWL -> PA

Original Mean.Boot Std.Error perc.025 perc.975
0.469
0.472
0.054
0.357
0.573

Table Total effects and Bootstrap Standard errors
SWL -> PA
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Original Mean.Boot Std.Error perc.025 perc.975
0.469
0.472
0.054
0.357
0.573

First, the 'Measurement or Outer model' checks the
'unidimensionality' of the latent variables and finds
statically satisfactory values of 'C.alpha', 'DG.rho',
and 'Eigen 1st value', but 'Eigen2nd value' of
variable NA found insignificant. Then, to assess the
'Quality of the measurement model', convergent
validity was performed, and all values were found
to be satisfied within the desired ranges, except for
three manifest variables (MVs).These MVs were
Jittery (0.357), Irritable (0.375), and Upset (0.433)
of Negative affection(NAs). As a result, these three
MVs were eliminated for further analysis, which
was supported by one of the studies, which
discovered that the NA scale items irritable,
distress, and upset appeared to be undermodel
(Crocker, P. R. E. 1997). Further, in 'cross loadings'
discriminant validity was another tool found that all
the MVs are loyal to their respective LVs.
Then, 'correlation' among LVs was revealed, which
found a moderate correlation between SWL and PA
and weak correlation between PA and NA. The
values of R2 also show low to NA than SWL and
PA. Model 'goodness of fit' also does not support
our model theory and is found lower (0.2635) than
required. The direct influence of SWL on NAs
(0.0911) and NAs on PAs (-0.0853) was very small
and doesn't provide any valuable information
except SWL on PA (0.4748).
To test the significance of PLS modelling, 1000
bootstrap replications were performed, followed by
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path coefficients and total effects with standard
error, and found non-performance of NA at every
stage, causing the model to eliminate NAs from
further analysis. With this impact, complete
analysis was revealed again and new results after
elimination of NAs shown above which improved
the model 'goodness of fit' to 0.3768. Other results
were also found to be positive and significant,
indicating that the partial model fits the theory.
Findings indicate that there appears to be some
misspecification in the model as a result of NA
underperformance at every stage of analysis,
prompting us to conduct additional research on NA
and validate our internal results. External pieces of
evidence were gathered to support the study, and
very interesting debates and facts on PANAS
measurement performance were discovered in the
“Oxford Handbook of Methods in Positive
Psychology.”
The study reveals that, in 1984, Ed. Diener's study
suggested that SWB can be conceptualised in terms
of high PA and low NA as separable components. If
PA and NA were bipolar opposites, then minimising
NA would maximise PA as well.
According to some personality researchers, PA and
NA are related to different personality traits.
Costa and McCrae (1980) revealed that the PA and
NA scales are a result of the method. On the other
hand, Green et al. (1993)'s multi format studies
provided evidence against the assumption that PA
and NA are separable dimensions but later its multi
format procedure fails to prove it.
Another imperative research found the cultural
variation in the relationship between PA and NA,
where research analysts, Bagozzi, Wong, and Yi
(1999) conducted a cross-cultural study and
discovered that the correlation between PA and NA
in East Asian cultures was less negative than in
Western cultures. Later, in 2002, Schimmack,
Oishi, and Diener extended the study and data
revealed the weaker and negative correlations were
indeed unique to East Asian cultures and not a
general characteristic of non-western cultures.
Thus, cultural differences in the relationship
between PA and NA are theoretically significant but
cannot explain inconsistent findings across
cultures.

Furthermore, according to Meddis (1972) and
Russell and Carroll (1999), the use of asymmetrical
(e.g., 'not at all', 'a little') and symmetrical (e.g.,
'strongly agree' to 'strongly disagree') formats
produces different results. After controlling for
random measurement error, the study found that
each of the symmetric response formats alone
would have produced evidence of bipolarity. This
discovery raises the critical question of which
response formats provide reliable information
about the relationship between PA and
NA.Schimmack,Bockenholt, et al. (2002), argues
that asymmetrical formats with a single rejection
category are superior to symmetrical formats.
The key conclusion of the research was that PA and
NA are separable components of SWB.
Asymmetric scales should be used by researchers to
assess PA and NA. One-time SWB self-reports will
continue to be the most widely used method
because they provide valid information and are
much easier to obtain than other data (Ulrich
Schimmack,2007).
CONCLUSION
The results of the PLS-PM analysis for testing the
exploratory SWB model reflect that the modelling
can predict individual SWB after the removal of
NA from data analysis. Though earlier researches
also supported the fact that NAs vary due to arrange
of factors ranging from theoretical cultural
differences to confirmatory analysis measurement
of PA and NA. The fact remains that SWL and PA
correlate well, but PA and NA being separate
dimensions will have little or no correlation. This
fact is further evidenced by the data in the paper. It
is claimed that the data-driven theory modifications
stand justified by Oxford Handbook of Methods in
Positive Psychology, as the same is evidence-based
decision making, supported by external as well as
internal research methods the conclusions are
acceptable.
The findings provide valuable understanding and
information to help organisations to know their
employees' (individuals') SWB, which may make
them more productive and help the enterprise. The
study can be expanded further to examine more
variables from different cultural settings as it will
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help corporates to implement programmes and
promote individual opportunities and in
organizations growth and development.
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Better than a thousand days of diligent study is one day with a great teacher
-A Japanese proverb
♦♦♦♦♦
Life can be the process of growing or a process of ageing.
you choose: Ageing is adding years to your life, growing is adding life to your years.

♦♦♦♦♦
They also serve who only stand and wait
-John Milton
♦♦♦♦♦
Kind words can unlock iron doors
-A Turkish proverb
♦♦♦♦♦
Better to wear out than to rust out
-Anonymous
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Abstract
Purpose: The study seeks to assess the influence of satisfaction on the consumer repurchase intention of
selected FMCG products in the Kumaun region of Uttarakhand, consisting of six districts, to provide
manufacturers industries an assessment to develop/modify their products to the ultimate satisfaction with an
instinct to capture a bigger market share.
Design/ Methodology/ Approach: The study was carried out with a sample of 823 consumers, selected
through convenience sampling method, from Nainital, Pithoragarh, Udham Singh Nagar, and Almora
districts of Uttarakhand.
Findings: The study was carried out for assessing the influence on demand for FMCG products, namely,
toothpaste, hair oil, toilet soap, and laundry detergents as are usually used by the consumers in their day-today life. It indicates the variability of satisfaction through product identity, quality, and features.
Practical Implications: The study takes stock of the usefulness and insights for the manufacturers of FMCG
goods to include other features suggested, so as to enhance the demand of these products.
Limitations: The findings are based on the study conducted in a small area. These cannot be generalised
and may perhaps not represent the perception of the consumers' behaviour as may not be similar in the rest
of the country because of their different lifestyle &behaviour
Originality/Value: The study has been carried out to have current dimensions to which the buyer
contributes significantly, based on various factors of consumability and dynamism in their adaptability to
buy a product of their liking.

Key Words- Consumer satisfaction, Repurchase intention, FMCG products
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INTRODUCTION
Normally, consumers purchase a product that is
adopted by a large number of buyers till such time a
new brand meets their need and perceived better
than the existing one. In general, various print,
electronic and other mediums of advertisement do
have an influence on the buyers depending upon
their up-gradation of knowledge regarding new
features and cost of the new product as compared to
the existing one. With the new opportunity of
Internet marketing, the scope of choosing the
product of their liking has further widened to
choose products of their choice and with a facility
to have their desired items delivered at their
doorstep opening a larger market space.
Thus, the Internet has opened so many windows for
a buyer to select items of his choice with the
internet instead of visiting the showroom or the
marketplace. With the introduction of the Internet
in the day-to-day life and its reachability to a
common man, the buyer has numerous choices to
compare quality, cost, pattern and the like sitting at
a place instead of visiting a number of shops. For
example, to purchase a product from one shop and
another one from a different place. This Indian
FMCG industry has started taking its shape in the
last sixty-odd years. The FMCG sector is one of the
keystones of the Indian economy. The FMCG
sector touches all the aspects of every human being.
The Indian FMCG market can be classified into
unorganised and organised sectors for a very long
time. Approximately, Rs.110 billion FMCG Indian
market is highly fragmented which is not like the
United States (US) FMCG market, which is
dominated by a handful number of players, and this
market is flooded by unbranded, unpacked homemade products as well. These circumstances
present incredible opportunities for manufacturers
to produce the branded products with required
features from the consumers and convert them to
buy branded products. It is also found that globally,
the FMCG sector has been successful in selling
products to the lower and middle-income groups,
and this is also true in the case of India. Today,
almost 70 per cent of total FMCG sales are made to
middle-class households and out of it, over 50 per
cent of sales are coming from rural India. This
sector is also very excited about the mushrooming
104

rural population with more nuclear families whose
earnings are also rising intending to improve their
lifestyle by spending on various FMCG products.
When any company introduces a new product, it
will to have a study of various aspects affecting
strengths/capabilities with regard to compatibility
with other producers. The strategic use of various
resources will play an important role while
launching an innovative product intended to be
brought to the market. The burden of market
survey, adaptability of a new product, resource
management, and other requirements shall lie on
managers of the product.
The study aims at the continuance of the existing
products viz-à-viz the changing pattern in certain
products. An attempt has been made to have a study
of surviving the current products with their
peculiarity and long time use by the buyers and to
make it survive instead of adopting other brands
simply on the pretext that their marketing aspects
are being rated very high though the exiting one has
the first choice of the buyers.
REVIEW OF LITERATURE
Consumer behaviour being a dynamic field
requires a continuous study in order to predict the
future requirements and fill the gap of the need of
consumers. The relevant studies carried out in the
past are being reviewed in the following
paragraphs.
Byun, Sang-Eun, and Brenda (2010) tested a
conceptual model using structural equation
modeling (SEM) in their study. They found that
prestige, sensitivity, price consciousness, and value
consciousness wrought price mavens amongst the
Chinese consumers which has built a positive and
negative perception of price.
Intending to extend the study of DeLone and
McLean's IS success model, Fang, Chiu, and Wang
(2011) by incorporating justice and fair treatments
received from both the parties for studying
customers' repurchase, they found that if the
company has created trust in the customer and the
overall benefits they get are satisfied from that, then
these are significant predictors of customers'
repurchase.
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A study conducted by Byoungho and Kang (2011)
sought to find the purchase intention of the U.S.
brands among Chinese consumers and observed
that external perceived behavioural control (PBC)
is more important than internal PBC in the purchase
context.
Mahadira and Purwanegara (2014) attempted to
explore how brand awareness and customer
satisfaction lead to the consumption of a product.
They found that the brand awareness and
consumption toward the brand was not only a
sensation to draw the consumers' attention but the
brand actually should give satisfaction to their
customers.
How customer satisfaction, perceived price,
service quality, and trust influence customer loyalty
was studied by Rizwan and Fiaz (2014). They
proposed a model which offers a better way to
understand how the loyalty of the customer put its
effect on various variables. In order to identify the
influence of various variables on the consumer
decision-making process, Vibhuti, Tyagi, and
Pandey (2014) have shown the influence of 4-P's on
consumer behaviour and have also shown that the
factors' effects differ from product to product.
The perception of rural and urban consumers
towards FMCG goods have no difference was
proposed by Katiyar and Katiyar (2014) in their
study. Agarwal (2014) attempted to assess the
influence of demography on the Madhya Pradesh
consumers. He found various factors influencing to
select, secure, use, and dispose of the toothpaste
products which satisfy their needs. Philosophy
leading to the development of customer
expectations and methods to enhance product or
service value was researched by Avasarikar (2014)
and he has observed that in order to satisfy the
unique expectations of different customer bases
associated with diverse market segments, a sensible
and cautious marketer implements the strategy of
mass customisation.
Srivastava (2014) found various factors among
socio-economic, product preferences, and generic
or branded products. He found that consumers in
unauthorised colonies prefer brands over generic
products and with that reliability, product features
and socio-economic factors and promotional offers
also have influence on the buying behaviour. In a

study, Kalaiselvi, and Muruganandam (2015)
found that the buyer chooses the product on the
basis of external, and as well as internal factors and
the elements that have an influence on the buyers'
are price, durability, quality, features, brand, needs,
wants, search efforts, motivation, and satisfaction.
Rajamanicka (2016) found that the concept to sell
these masala products is – “Easy cooking”, which
helps a brand to establish itself.
Awan, Ismail, Majeed, and Ghazal (2016) sought to
assess the influence of advertisement on buying
behaviour. They concluded in their study and
results showed that advertisements have a
considerable influence on consumers' buying
behaviour and choosing a product. Demographic
factors have no considerable influence on
consumer behaviour and the presence of products
in-store leads to sales was revealed by Basha
(2016). In a study, various factors such as prestige
sensitivity, price, quality, local retailer's shop
loyalty, value consciousness, price consciousness,
coupon proneness, sales proneness influence the
consumer buying behaviour were concluded by
Kalpana and Shibu (2016).
Rasheed (2017) conducted a study to find the
influence of various factors, such as demographic,
psychographic, and behavioural on buying
decisions of consumers and revealed that there is no
difference in the perception of the rural and urban
consumer, the products are chosen on the quality
basis and the rural consumers are equally aware of
the products as urban consumers. A study
conducted by Boateng (2020) to find the influence
of sales promotion on consumer purchasing
behaviour has concluded that there is a significant
influence of consumer sales promotion on
consumers' purchasing behaviour.
OBJECTIVES OF THE STUDY
The study seeks to identify the variables of
satisfaction that encourage a consumer to
repurchase FMCG products and to assess the
influence of customer satisfaction on repurchase
intention.
Hypotheses
In order to achieve the above objectives, the
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following hypotheses were formulated for testing:

adequate results. The results are shown below:

H0 : There is no significant influence of satisfaction
on the repurchase of FMCG products.
H01: There is no significant influence of consumer
satisfaction on the repurchase of toilet soap.
H02: There is no significant influence of consumer
satisfaction on the repurchase of hair oil.
H03: There is no significant influence of consumer
satisfaction on the repurchase of toothpaste.
H04: There is no significant influence of consumer
satisfaction on the repurchase of laundry
detergents.
RESEARCH METHODOLOGY
The sample unit included all the four Districts
(Nainital, Pithoragarh, Udham Singh Nagar, and
Almora) of the Kumaun region of Uttarakhand. The
rationale for selecting these districts is their
population and economic base which are roughly
representative of the industrial development and
population diversity of the region. Due to the easy
availability of the factors in all these districts of
FMCG goods like toothpaste, hair oil, toilet soap,
and laundry detergents are taken. A sample of 823
respondents is taken through convenience
sampling. Primary data was collected through
close-ended questions on five-point Likert scale.
Various demographic variables, such as age,
gender, family income, age, family size, education,
and family type were considered for this study. A set
of the, questionnaire was circulated. Responses
were collected and given a proper code in MS excel
to increase the accuracy and authenticity.
Tools used for Data Analysis and Interpretation
In order to validate the scale of satisfaction, the
Cronbach Alpha test was applied and it was found
to be 0.947, which is >0.70. Thus, it validates our
scale. The respondents were selected, using the
convenient sampling method. Data collected
through the questionnaire was given a proper code
in MS Excel sheet and processed through the
statistical software SPSS-16. The regression model
has been applied to complete this study and provide
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DATA ANALYSIS AND FINDINGS
Influence of Customer Satisfaction on
Repurchase Intention
To assess the influence of satisfaction on the
repurchase of FMCG products, we constructed a
scale on satisfaction and included in the
questionnaire as question number 3. The scale
includes 14 items of three different factors of
satisfaction, namely, product quality, product
feature, and product identity. Here Product Quality
consists of the variables durability, efficiency,
product quality, and services, Product features
consisted of the variables product safety (in use),
design, colour, price, packaging, and extra quantity
for the same price or price-off. The product identity
consisted of the variables new brand, appreciation
for the product, brand name/image, and others
copying your purchases. The influence of these
factors has been analysed using multiple
regression. Analysis and interpretation are given in
the following section:
Influence of Customer Satisfaction on
Repurchase of Toilet Soap
The influence of the various factors of satisfaction,
i.e., product quality, product feature, and product
identity taken as the interpreter variables in the
regression model to predict the dependent variable
repurchase of toilet soap has been analysed by
applying a multiple regression model.
H01: There is no significant influence of consumer
satisfaction on the repurchase of toilet soap.
Various outputs of regression analysis are
discussed below:
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Model Summaryon Repurchase of Toilet Soap

given in Table 1.

The model summaryon repurchase of toilet soap is
Table 1: Model Summaryb on Repurchase of Toilet Soap

Std. Error of the

Model
1
a.

R

R Square

Adjusted R Square

Estimate

0.640 a

0.410

0.407

4.80845

Predictors:

(Constant),

PRODUCT_IDENTITY_FMCG,

FEATURE_FMCG,

QUALITY_FMCG
b. Dependent Variable: REPURCHASE_OF_TOILET_SOAP
As shown in the table, the R2 value is 0.410. It
indicates that 41.0 percent variation in the
dependent variable 'repurchase of toilet soap' is
explained by the three independent
predictors/determinants. The results of the overall
model fit are given in Table 1. From the table, we
can find that the p-value is 0.000, which is <0.05.

On the basis of our outcomes, this study concludes
that the model is statistically overall fit. More
precisely stating, the determinants have a
significant effect on the repurchase of toilet soap.
The results of ANOVAb on the repurchase of toilet
soap is summarised in Table 2.

Table 2: Results of ANOVAb on Repurchase of Toilet Soap

Model

1

Sum of Squares

Df

Mean Square

F

Sig.

Regression

13137.065

3

4379.022

189.394

.000 a

Residual

18936.281

819

23.121

Total

32073.346

822

a. Predictors: (Constant), PRODUCT_IDENTITY_FMCG, FEATURE_FMCG, QUALITY_FMCG
b. Dependent Variable: REPURCHASE_OF_TOILET_SOAP
Further, the coefficients and test statistics of the
regression analysis in the model are shown in Table
3. The study also confirmed the absence of the
multicollinearity problem in the model before
extracting the coefficient of the regression model.
Multicollinearity refers to the situation when our
predictor variables are highly correlated with each

other. This is an issue, as our regression model will
not be able to accurately associate variance in our
outcome variable with the correct predictor
variable, and will lead to incorrect inferences. This
can be examined with the help of co-linearity
Statistics.
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The multicollinearity in the study has been detected
with the help of tolerance and its reciprocal, called
variance inflation factor (VIF). If the value of
tolerance is less than 0.2 or 0.1 and, simultaneously,
the value of VIF 10 and above, then the
multicollinearity is problematic.
Coefficients of the predictors in the model are
shown in Table 3. The results indicate that the

coefficient of predictor variable 'product feature'
(Beta = 2.443, t = 6.022 and p = 0.000) and 'product
quality' (Beta = 2.275, t = 5.740 and p = 0.000)
show a strong relationship with repurchase of toilet
soap. The influence of other predictor variables
could not be found significant. The coefficientsa of
modal on re purchase of toilet soap is summarised
in Table 3.

Table 3: Coefficientsa of Modal on Repurchase of Toilet Soap

Collinearity statistics have been shown in the above
table and it can be seen that all the predictor
variables in the model have a tolerance value > 0.1,
with VIF < 10. Hence, our model has no serious
problem with multicollinearity.
On the basis of the outcomes of the regression
model, we conclude that the product features and

product quality are the best predictors/determinants
of the repurchase of toilet soap.
In order to make a valid inference from the
regression analysis, the residuals of the model
should follow a normal distribution. The residuals
statistics of modal on repurchase of toilet soap are
summarised in Table 4.

Table 4: Residuals Statisticsa of Modal on Repurchase of Toilet Soap

Minimum

Maximum

Mean

Std. Deviation

N

Predicted Value

12.4866

31.4451

20.0899

3.99773

823

Residual

-2.30102E1 17.49802

.00000

4.79967

823

Std. Predicted Value

-1.902

2.840

0.000

1.000

823

Std. Residual

-4.785

3.639

0.000

0.998

823

a. Dependent Variable: REPURCHASE_OF_TOILET_SOAP
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The normality of the residuals is confirmed by
drawing a normal p-p plot of standardised residuals

of the model. Test outcomes are presented in
Figure 1.

Normal P-P Plot of Regression Standardized Residual
Dependent Variable: REPURCHASE_OF_TOILET_SOAP

Figure 1: Normality of the Standardised Residuals of Regression Model
on Repurchase of Toilet- Soap
From the scatter plot with Loess Curve, given in
Table 4 also supports the normality with a mean
zero and a standard deviation. Another assumption
Figure 2, the study satisfies the assumption of
of the multiple regressions is linearity which is
linearity.
confirmed by carrying out a nonlinearity test.
Scatterplot
Dependent Variable: REPURCHASE_OF_TOILET_SOAP

Figure 2: Scatter Plot of the Standardised Residuals of Regression Model
From the Loess curve in Figure 2, it appears that
the relationship of Standardised Residuals is linear.
The results of the regression model reject our null

hypothesis H01, and claim that there is a significant
influence of product features and product quality on
the repurchase of the toilet soap.

NICE Journal of Business • Vol. 15 • Nos. 1 & 2 • Jan. - Dec., 2020

109

Manish Uprety and Prof. P.C. Kavidayal

Influence of Satisfaction on the Repurchase of
FMCG Product: Hair Oil

H02: There is no significant influence of consumer
satisfaction on the repurchase of hair oil.

The influence of the various factors of satisfaction,
viz., product quality, product feature, and product
identity taken as the interpreter variables in the
regression model to predict the dependent variable
repurchase of toilet soap was analysed by applying
a multiple regression model. The following null
hypotheses were formulated for testing.

Various outputs of regression analysis are
discussed below:
Model Summaryon Repurchase of Hair Oil
The model summary on repurchase of hair oil is
presented in Table 5.

Table 5: Model Summaryb on Repurchase of Hair Oil

As shown in the table, R2 value is 0.460. It indicates
that 46.0 per cent variation in the dependent
variable 'repurchase of hair oil' is explained by the
three independent predictors/determinants. The
results of the overall model fit are shown in the
table. From the table we can found that the p-value

is 0.000, which is <0.05. Hence, we may conclude
that the model is statistically overall fit. More
precisely the determinants have a significant effect
on the repurchase of hair oil. The results of
ANOVAb on the repurchase of hair oil are
summarised in Table 6.
b

Table 6: Results of ANOVA on Repurchase of Hair Oil
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Further, the coefficients and test statistics of the
regression analysis in the model are outlined in
Table 7. The study also confirmed the absence of
the multicollinearity problem in the model before
extracting the coefficient of the regression model.
Multicollinearity refers to the situation when our
predictor variables are highly correlated with each
other. This is an issue, as our regression model will
not be able to accurately associate variance in our
outcome variable with the correct predictor
variable, and will lead to incorrect inferences. This
can be examined with the help of Co-linearity
Statistics.
The multicollinearity in this study has been
detected with the help of tolerance and its

reciprocal, called variance inflation factor (VIF). If
the value of tolerance is less than 0.2 or 0.1 and,
simultaneously, the value of VIF is 10 and above,
then the multicollinearity is problematic.
Coefficients of the predictors in the model are
revealed in the table. The results indicates that all
the coefficient of predictor variable 'product
feature' (Beta = 2.170, t = 6.081 and p = 0.000),
'product quality' (Beta = 2.326, t = 7.532 and p =
0.000) and 'product identity' (Beta = -0.780, t = 3.125 and p = 0.002) show a strong relationship
with the repurchase of hair oil. The coefficientsa of
modal on the repurchase of hair oil is presented in
Table 7.

Table 7: Coefficientsa of Modal on Repurchase of Hair Oil

The Collinearity Statistics are shown in Table 7. It
can be seen that all the predictor variables in the
model have a tolerance value > 0.1, with VIF < 10.
Hence, our model has no serious problem with
multicollinearity.

In order to make a valid inference from the
regression analysis, the residuals of the model
should follow a normal distribution. The residuals
statisticsa of modal on repurchase of hair oil are
presented in Table 8.

Based on the outcomes of the regression model, we
conclude that the product feature, identity, and
quality are the best predictors/determinants of the
repurchase of hair oil.
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Table 8: Residuals Statisticsa of Modal on Repurchase of Hair Oil

Minimum

Maximum

Mean

Std. Deviation

N

7.7129

27.0912

15.8153

3.89343

823

-2.01157E1

35.45660

.00000

4.22215

823

Std. Predicted Value

-2.081

2.896

.000

1.000

823

Std. Residual

-4.756

8.382

.000

.998

823

Predicted Value
Residual

a. Dependent Variable: REPURCHASE_OF_HAIR_OIL
The normality of the residuals is confirmed by
drawing a normal p-p plot of standardised residuals

of the model. The test outcomes are presented in
Figure 3.

Normal P-P Plot of Regression Standardized Residual
Dependent Variable: REPURCHASE_OF_TOILET_OIL

Figure 3: Normality of the Standardised Residuals of Regression Model
Table 8 also supports the normality with a mean
zero and a standard deviation. Another assumption
of the multiple regressions is linearity which is
confirmed by carrying out a nonlinearity test.
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From the scatter plot with Loess Curve, given in
Figure 4, the study satisfies the assumption of
linearity.
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Scatterplot
Dependent Variable: REPURCHASE_OF_TOILET_OIL

Figure 4: Scatter Plot of the Standardised Residuals of Regression Model
From the Loess curve given in the figure, it appears
that the relationship of Standardised residuals is
linear. The results of the regression model reject our
null hypotheses H02 and claim that there is a
significant influence of product feature, product
quality, and product identity on the repurchase of
the hair oil.
Influence of Satisfaction on the Repurchase of
FMCG Product: Toothpaste
Influence of the various factors of satisfaction, i.e.,
product quality, product feature, and product
identity taken as the interpreter variables in the

regression model to predict the dependent variable
repurchase of toothpaste has been analysed by
applying a multiple regression model. The
following null hypotheses was formulated and
tested:
H03: There is no significant influence of consumer
satisfaction on the repurchase of toothpaste.
Various outputs of regression analysis are
discussed below:
Model Summarybon Repurchase of Toothpaste
The model summaryb on repurchase of toothpaste is
given in Table 9.

b

Table 9: Model Summary on Repurchase of Toothpaste
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Hence, we may conclude that the model is
statistically overall fit. More precisely,
determinants have a significant effect on the
repurchase of toothpaste. The results of ANOVAb
on the repurchase of toothpaste are presented in
Table 10.

As shown in the table, the R2 value is 0.505. It
indicates that 50.5 per cent variation in the
dependent variable 'repurchase of toothpaste' is
explained by the three independent
predictors/determinants. The results of the overall
model fit are shown in the table. From the table, we
can find that the p-value is 0.000, which is <0.05.

Table 10: Results of ANOVAb on Repurchase of Toothpaste
Model

1

a.

Sum of Squares

Df

Mean Square

F

Sig.

Regression

104035.889

3

34678.630

278.642

.000a

Residual

101929.411

819

124.456

Total

205965.300

822

Predictors:

(Constant), PRODUCT_IDENTITY_FMCG,

FEATURE_FMCG,

QUALITY_FMCG
b. Dependent Variable: REPURCHASE_OF_TOOTHPASTE

statistics.

Further, the coefficients and test statistics of the
regression analysis in the model are shown in Table
11. The study confirms the absence of the
multicollinearity problem in the model before
extracting the coefficient of the regression model.
This is an issue, as our regression model will not be
able to accurately associate variance in our
outcome variable with the correct predictor
variable, and will lead to incorrect inferences. This
can be examined with the help of Co-linearity

The coefficients of the predictors in the model are
shown in Table 11. The results indicate that
coefficient of predictor variable 'product feature'
(Beta = 6.825, t = 7.251 and p = 0.000) and 'product
quality' (Beta = 6.880, t = 7.483 and p = 0.000)
show a strong relationship with repurchase of
toothpaste. The coefficientsa of modal on
repurchase of toothpaste are presented in Table 11.

Table 11: Coefficientsa of Modal on Repurchase of Toothpaste

UnStandardised Standardised
Coefficients

Collinearity

Coefficients

Model

Statistics
t

B

Std.

Sig.

Beta

Error

Tolerance VIF

(Constant)

18.915

1.661

11.387 .000

FEATURE_FMCG

6.825

.941

.385

7.251 .000

.214

4.672

QUALITY_FMCG

6.880

.919

.402

7.483 .000

.210

4.767

PRODUCT_IDENTITY_FMCG

-1.872

.659

-.090

-2.842 .005

.606

1.649

1

a. Dependent Variable: REPURCHASE_OF_TOOTHPASTE
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The impact of other predictor variables was not
found significant. Collinearity Statistics are show
in the table. It can be seen that all the predictor
variables in the model have a tolerance value > 0.1
with VIF < 10. Hence, our model has no serious
problem with multicollinearity.
Based on the outcomes of the regression model, we
conclude that product features and product quality

are the best predictors/determinants of the
repurchase of toothpaste.
In order to make a valid inference from the
regression analysis, the residuals of the model
should follow a normal distribution. The residuals
statisticsa of the modal on repurchase of toothpaste
are summarised in Table 12.

Table 12: Residuals Statisticsa of Modal on Repurchase of Toothpaste

Minimum

Maximum

Mean

Std. Deviation

N

25.1325

80.4189

47.9708

11.25008

823

-6.10791E1

49.39460

.00000

11.13561

823

Std. Predicted Value

-2.030

2.884

.000

1.000

823

Std. Residual

-5.475

4.428

.000

.998

823

Predicted Value
Residual

a. Dependent Variable: REPURCHASE_OF_TOOTHPASTE
The normality of the residuals is confirmed by
drawing a normal p-p plot of standardised residuals

of the model. The test outcomes are presented in
Figure 5.

Normal P-P Plot of Regression Standardized Residual
Dependent Variable: REPURCHASE_OF_TOOTHPASTE

Figure 5: Normality of the Standardised Residuals of Regression Model
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Table 12 also supports the normality with a mean
zero and a standard deviation.
Another assumption of the multiple regressions is
linearity which in this study is confirmed by

carrying out a nonlinearity test. From the scatter
plot with Loess Curve, given in Figure 6, this study
satisfies the assumption of linearity.

Scatterplot
Dependent Variable: REPURCHASE_OF_TOOTHPASTE

Figure 6: Scatter Plot of the Standardised Residuals of Regression Model – 1
From the Loess curve given in Figure 6, it appears
that the relationship of Standardised residuals is
linear. The results of the regression model reject our
null hypotheses H03 and the claim that there is a
significant influence of product features and
product quality on the repurchase of toothpaste.
Influence of Satisfaction on Repurchase of
FMCG Product: Laundry Detergents
Influence of the various factors of satisfaction i.e.,
product quality, product feature, and product
identity taken as the interpreter variables in the
regression model to predict the dependent variable
repurchase of laundry detergents was analysed by
applying a multiple regression model.
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H04: There is no significant influence of satisfaction
on the repurchase of laundry detergents.
Various outputs of regression analysis are
discussed in the following paragraphs:
Model Summaryb on Repurchase of Laundry
Detergents
The model summaryb on repurchase of laundry
detergents is given in Table 13.
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Table 13: Model Summaryb on Repurchase of Laundry Detergents

As shown in the table shows that the R2 value is
0.603. It indicates that 60.30 per cent variation in
the dependent variable 'repurchase of laundry
detergents' is explained by the three independent
predictors/determinants. The results of the overall
model fit are shown in table 13 from the table, we

found that the p-value is 0.000, which is <0.05.
Here we conclude that the model is statistically
overall fit. More precisely, determinants have a
significant effect on the repurchase of laundry
detergents. The results of ANOVAbon repurchase of
laundry detergents are depicted in Table 14.

Table14: Results of ANOVAb on Repurchase of Laundry Detergents

The study confirmed the absence of the
multicollinearity problem in the model before
extracting the coefficient of the regression model.
The multicollinearity was detected with the help of
tolerance and its reciprocal, called variance
inflation factor (VIF). If the value of tolerance is
less than 0.2 or 0.1 and, simultaneously, the value of
VIF is 10 and above, then the multicollinearity is
problematic. The results indicates that all the

coefficient of predictor variable 'product feature'
(Beta = 5.558, t = 9.688 and p = 0.000), 'product
quality' (Beta = 4.575, t = 8.162 and p = 0.000) and
'product identity' (Beta = -1.227, t = -3.056 and p =
0.002) show a strong relationship with repurchase
a
of laundry detergents. The coefficients of modal on
repurchase of laundry detergents are presented in
Table 15.
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Table 15: Coefficientsa of Modal on Repurchase of Laundry Detergents

UnStandardised Standardised
Coefficients

Collinearity

Coefficients

Statistics

Model

t
Std.

B
(Constant)

Error

Sig.

Beta

10.353 1.013

Tolerance VIF
10.224 .000

FEATURE_FMCG

5.558

.574

.461

9.688 .000

.214

4.672

QUALITY_FMCG

4.575

.560

.392

8.162 .000

.210

4.767

PRODUCT_IDENTITY_FMCG

-1.227

.401

-.086

-3.056 .002

.606

1.649

1

a. Dependent Variable: REPURCHASE_OF_LAUNDRY_DETERGENT
From the above table, it can be seen that all the
predictor variables in the model have a tolerance
value > 0.1, with VIF < 10. Hence our model has no
serious problem with multicollinearity.
Based on the outcomes of the regression model, this
study concludes that product feature, product
quality, and product identity are the best

predictors/determinants of the repurchase of
laundry detergents. In order to make a valid
inference from the regression analysis, the
residuals of the model should follow a normal
distribution. The residuals statisticsa of modal on
repurchase of laundry detergents are given in Table
16.

Table16: Residuals Statisticsa of Modal on Repurchase of Laundry Detergents

Minimum

Maximum

Mean

Std. Deviation

N

15.5789

56.4176

32.3256

8.37131

823

-4.28842E1

29.19483

.00000

6.78788

823

Std. Predicted Value

-2.000

2.878

.000

1.000

823

Std. Residual

-6.306

4.293

.000

.998

823

Predicted Value
Residual

a. Dependent Variable: REPURCHASE_OF_LAUNDRY_DETERGENT
The normality of the residuals is confirmed by
drawing a normal p-p plot of Standardised residuals
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of the model. The test outcomes are presented in
Figure 7.
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Normal P-P Plot of Regression Standardized Residual

Dependent Variable: REPURCHASE_OF_LAUNDRY_DETERGENT

Figure 7: Normality of the Standardised Residuals of Regression Model
Table 16 also supports the normality with a mean
From the scatter plot with Loess Curve, given in
zero and a standard deviation. Another assumption
Figure 8, the study satisfies the assumption of
linearity.
of the multiple regressions is linearity which in this
study is confirmed by carrying out a nonlinearity
test.
Scatterplot
Dependent Variable: REPURCHASE_OF_LAUNDRY_DETERGENT

Figure 8: Scatter Plot of the Standardised Residuals of Regression Model
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From the Loess curve in the figure, it appears that
the relationship of Standardised predicted to
residuals is linear. The results of the regression
model reject our null hypotheses H04 and claim that
there is a significant influence of product feature,
product quality, and product identity on the
repurchase of the laundry detergents.
CONCLUSION

regards to repurchase intent as well as indulging
industry producing concerned products. This study
will open doors for researchers to choose other
consumer goods of day-to-day needs within the
limitations of the spectrum of their study. The study
has been carried out only for the districts of
Kumaon and hence may not be the same for other
areas. Further study on a bigger scale or other
products may lead to healthy results. In substance,
the study suggests that many of the FMCG products
if considered suitably with a different perception
may enrich the repurchase consideration to a great
extent.

Based on the facts narrated above, all hypotheses
were rejected and it can be concluded that product
features, identity, and quality, are the best
determining factors for repurchasing toilet soap,
hair oil, toothpaste, and laundry detergents. Results
of the regression model reject our null hypotheses
and claim that there is a significant influence of
product feature, product identity, and product
quality of their variants influenceing upon the
purchase of toilet soap and the other products.

Agarwal, Sunil Kumar (2014). A study of consumer
behaviour of FMCG products in Madhya Pradesh.
VSRD International Journal of Business and
Management Research, 4(1), 39-40

To sum up, various variables related to a particular
product have been deeply taken into consideration
depending upon their nature of adaptability and a
determination to repurchase those products giving
the user ultimate satisfaction.

Avasarikar, D. (2014). A study of customer
satisfaction in the light of enhancement of
product value in an Indian scenario. International
Journal of Research in Management & Social
Science, 2(3), 25-28

Policy Implications
The crux of marketing lies in understanding the
need of the consumer to their satisfaction. In the
changing scenario, the manufacturer of the product
may have to undergo some changes in the existing
products but it should in no way change the basic
aspect of the product. In other words, the
satisfaction shown by a buyer and have a desire to
repurchase the product will solely depend on the
quality; cost and other aspects of the product are
nearer to the basic product. Therefore in order to
have the trust of the consumer and their continuity
in using the product and also to boost the
confidence of the buyer, the manufacturers will
have to ensure that their brand maintains its quality,
identity, and feature on product to product basis.
Limitations and Suggestions for Future
Research
This study aims at consumer satisfaction with
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ABSTRACT
Purpose: This paper aims to examine the dimensionality of the Internal Branding (IB) concept, its
development and measurement as a multidimensional scale in the Indian higher education sector from a
non-teaching employees' perspective.
Methodology: The data was collected from 190 non-teaching employees from selected management
institutions operating in the National Capital Region (NCR) of Delhi. The scale development was
performed, using exploratory factor analysis, item analysis, and the PLS-SEM 3.3.
Findings: Internal branding scale is established as a multidimensional scale composite of fifteen subdimensions spread across five internal branding dimensions. The internal branding dimensions include
brand-centred HRM, internal branding communications, leadership, brand permissibility, and workplace
spirituality.
Research limitations: The study is limited to validate the IB scale from non-teaching employees' perspective
only. Future studies can validate the same scale in context to different institutions and from teaching
employees' and other stakeholders' perspectives.
Originality/value: The study is first to establish the internal branding scale in context to the higher
education sector in the Indian settings. The scale developed can be used in future for measuring internal
branding perception among non-teaching staff in both public and private higher education institutes.

Key Words: Internal branding, Higher education, Service sector, Scale development,
Non-teaching employees.
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INTRODUCTION

LITERATURE REVIEW

Employees are the primary audience of the internal
brand management, who promote the brand inside
the organisation (Piehler et al., 2016). scholars,
namely, Mitchell (2002) and Papasolomou and
Vrontis (2006) suggested that firms use internal
branding mechanism to concentrate their
employees' attention on the brand. It is also welldocumented in the literature that the success of a
brand largely depends on the role of employees as
brand champions (Lohndorf & Diamantopoulos,
2014). Employees' behaviour, especially in the
service industry, has a significant influence on how
external stakeholders perceive and experience the
brand in terms of competitive advantage (Burmann
et al., 2009; Punjaisri & Wilson, 2007). Especially,
front-line employees play a critical role in brand
promise as such employees represent their brand to
customers, enhance the brand image, and improve
the brand legitimacy through advocacy. Besides,
front-line employees are essential sources of
information about customers' requests, complaints,
and expectations. They play a critical role in coping
with customers' complaints to resolve and provide
them satisfaction. More importantly, employees'
behaviour is considered crucial in all organisations.
It includes an array of verbal and non-verbal
behaviour, prescribed or discretionary, which
results in significant brand commitment, loyalty
and citizenship behaviour. Thus, internal branding
(IB) can act as a marketing tool in shaping desirable
attitude towards the brand.

Internal Branding (IB)

The scanned literature revealed that the IB concept
is explored in service organisations, such as hotels,
restaurants, banking, etc., but not in the education
sector. Further, no study has been conducted so far
in the higher education sector that has established
the IB scale from a multi-dimensional perspective
in Indian settings. The study argues that IB needs to
be revisited and extended on brand permissibility
and work spirituality dimensions along with
existing established dimensions: brand-centred
HRM, internal branding communications, and
leadership. Both dimensions are assumed to
strengthen the robustness of the IB in developing
brand favourable attitude and behaviour. This study
extends the existing literature by examining the
dimensionality of IB from a broader perspective in
the higher education sector.
124

Though the IB concept was developed in the 1970s,
it started receiving significant attention in the
literature after 2000. Various scholars, including
Vallaster and Chernatony (2006), Baumgarth, and
Schmidt (2010), Baumgarth (2010), King and
Grace (2012), King and So (2015), and Punjaisri
and Wilson (2007), have contributed to the
conceptualisation of IB. Among these, Punjasiri
and Wilson (2007) and Punjaisri. et al. (2008) are
the major contributors to the IB literature.
Punjasiri and Wilson (2007) and Punjaisri. et al.
(2008) asserted that IB, comprising training and
internal communication, acts as an enabler of brand
promise delivery by impacting employees' attitudes
and behaviour. Further, Punjaisri et al. (2008) also
remarked that shared brand understanding among
employees results in a committed workforce that
provides more than reasonable service. Most
studies have considered Punjasiri and Wilson's
(2009) scale to measure IB in service organisations
in developed settings. Similarly, Einwiller and Will
(2002) also opine IB as a set of practices relating to
managing actions and communicating information
to achieve goals and objectives (i.e., immediate and
long term) efficiently through transforming brand
promises into reality to build goodwill among the
customers. Emphasising the significance of
employees in brand management, Jacobs (2003)
and Lohndorf and Diamantopoulos (2014)
remarked that the success of an organisation largely
depends on the role played by employees to attain a
long-term competitive advantage is more
challenging for competitors to duplicate. In other
words, it is concerned with embedding brandrelated values while doing every small or big
interaction with the employees to create sustainable
brand value (Chiang et al., 2018; Piehler et al.,
2016; Punjaisri & Wilson, 2011; Einwiller & Will,
2001).
Later, from a social perspective, Piehler et al.
(2016) concluded that IB assists in facilitating
social interactions between management and
employees, vis-à-vis among employees to assure a
shared understanding of brand meaning within the
internal market. Recently, IB has been
conceptualised as the management's commitment
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to focus on adopting brand-centred HRM,
communicating brand values and brand-focused
leadership in order to develop various attitudinal
outcomes among its employees. These
subsequently results in employees' extra role
prescribed customer services, i.e., BCB (Erkmen et
al., 2017). It involves a set of practices, such as
proper hiring, orientation, training, motivation and
communication, and responsiveness, to reinforce
the employees' adoption of brand values within the
organisation which further influences BC and BCB
(Porricelli et al., 2014).
Dimension of Internal Branding
The measurement of IB is recognised both as
unidimensional and multidimensional constructs.
The unidimensional construct relates with the
utilitarian approach and identifies benefits and
sacrifice/costs from economic and cognitive
aspects. The uni-dimensional approach is
considered to date by most studies (Garas et al.,
2018; Du Preez et al., 2017; Yang et al., 2015,
Punjaisri & Wilson, 2009 and Burman & Zeplin,
2005). However, the multidimensional IB construct
is not much explored in the literature. Only a few
studies, such as Erkmen et al. (2017), Terglav et al.
(2016) and Porricelli et al. (2014) have used it for
validating results in service. As the
multidimensional approach focuses on the
integrative aspect in relation to various dimensions
of a construct, multidimensional scale is preferred
over unidimensional construct (Gallarza & Saura,
2006). Accordingly, different authors have defined
IB differently. For instance, Punjaisri and Wilson
(2009) considered it as a composite of training and
internal branding communications. Erkmen et al.
(2017) conceptualised IB as a multidimensional
construct composite of brand-oriented internal
communication, human resource management and
leadership practices. Later, Huang and Lai (2018)
considered IB activities, such as training,
orientations, group meetings, and briefings.
Among the frequently-used dimensions, HRM
practices are considered as the most crucial element
of the IB. Scholars such as Burmann and Zeplin
(2005), Aurand et al. (2005), and Zungu et al.
(2010), remarked that IB comprises mainly three
HRM processes that focus on training employees,

motivating them with career planning and
compensation. At the same time, Mitchell (2002)
and Berry and Lampo (2004) emphasised that
internal communications also play a significant
role in IB. Another group of scholars, namely,
Zacarro et al. (2001) and Vallaster and Chernatony
(2006) remarked that in addition to these two
practices, leadership is an equally significant IB
practice that influences employee's attitudes
primarily their brand commitment. To extend the
concept further, scholars have suggested two key
characteristics, namely, brand permissibility
(Erkmen et al., 2017) and workplace spirituality
(Liu et al., 2017), which can contribute to
conceptualise IB. However, these two dimensions
of IB, are yet to be explored in the literature. Based
on this backdrop, this study argues that IB is a
multidimensional concept comprising five
dimensions: brand-centred HRM, internal
branding communications, leadership and brand
permissibility legitimacy, and workplace
spirituality.
Brand-centred HRM: The brand-centred HRM is
considered as a strategy to build brand value by
crafting conditions that persuade employees to
become strongly associated with brand-related
practices (Chiang et al., 2013). The effective
implementation of such a strategy facilitates
internalising brand values to fit with client-liked
behaviours. This is also supported by Arthur
(1994), who also put forth that brand-centred HRM
activities build desired behaviours and attitudes
among employees by creating emotional links
between organisational and employee goals.
Internal Branding Communications: According to
Aurand et al. (2005) internal communication is an
effective tool to provide employees with a better
understanding of the brand. It also plays a
significant role in brand promise delivery (Erkmen
et al., 2017). Organisations use internal
communication mechanisms to make employees
aware and believe in the brand-related activities
(Gapp & Merrilees, 2006) to make them understand
the brand and show similar brand-citizenship
behaviours (Vallaster & de Chernatony, 2006). It
involves activities such as regular briefings, brand
messages explanation, infusing the brand vision

NICE Journal of Business • Vol. 15 • Nos. 1 & 2 • Jan. - Dec., 2020

125

Hardeep Chahal and Parul Chhibber

among employees' etc. (Mitchell, 2002) to update
employees regarding how they are supposed to
approach their jobs and interact with the
stakeholders.
Leadership: Leadership plays a vital role as an
internal branding tool exercised appropriately, as it
can develop a constructive relationship between the
leader and employees, which results in influencing
attitudes and behaviour of employees and their
enhanced level of performance (Liao & Chuang,
2007; Vallaster & de Chernatony, 2005, and Terglav
et al., 2015). That is why brand leadership is
encouraged at various organisations' levels to make
employees "live the brand" (Porricelli et al., 2014).
Emphasising the role of the leader, Vallaster and de
Chernatony (2006) asserted that leadership is one
of the essential vital mechanisms that impact the IB
process by depicting brand-oriented leaders
behaviour.
Brand Permissibility: Brand permissibility refers
to a socially-approved system of norms, ethics,
beliefs, morals, etc., for the brand. It assess that the
procedures or strategies of a particular brand are
desirable, correct, and appropriate as per the brand
knowledge and value (Kates, 2004; Suchman,
1995). Mampaey (2017) argued that IB relates with
discursive legitimations about external branding,
which is not essentially conscious or planned. They

further remarked that brand permissibility
activities are mainly associated with the making of
a perfect internal and external brand fit.
Workplace Spirituality: Although workplace
spirituality is considered a highly personal and
philosophical construct, academic literature
equally acknowledges its impact on employees'
behaviour in terms of a sense of wholeness, deeper
values, and connectedness at work (Gibbons,
2000). Thus, workplace spirituality impacts IB in
developing a strong connection with coworkers and
other people associated with work (Mitroff &
Denton, 1999).
OBJECTIVE AND RESEARCH
HYPOTHESIS
The primary objective of the study is to develop and
validate the internal branding (IB) scale in the
higher education sector of India.

Based on the literature review, the study
hypothesised that Internal Branding (IB) is a
multidimensional construct comprising five
significant dimensions, namely, brand-centred
HRM, internal branding communications,
leadership, brand permissibility and workplace
spirituality. Conceptual framework for the same is
given in Figure 1.
Figure1: Conceptual Framework
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METHODOLOGY
Generation of Scale Items: IB is conceptualised
as a five-dimensional scale in this study. Brandcentred HRM is measured using four dimensions,
namely, brand-centred recruitment (3 items),
training (7 items), salaries and rewards (3 items),
meetings and briefings (3 items). The items for
these dimensions are extracted from King and So
(2015). Leadership was measured using three
indicators: personal capability (9 items),
interpersonal capability (12 items) and cognitive
capability (15 items), which were taken from Scott
and Webber (2008). For Internal branding
communications, Matanda and Ndubisi (2013) a
unidimensional scale was used. Brand
permissibility's was measured using pragmatic (3
items), moral (3 items) and cognitive (2 items)
permissibility, items for each were adapted from
the work of Alexiou and Wiggins (2019).
Workplace spirituality items (11) were generated
from Pandey, Gupta and Arora (2009).
Pre-testing: IIM Jammu and IIT Jammu were
approached for the development of the content
validity. Out of 60 questionnaires distributed, 42
completely-filled questionnaires were received.
Based on descriptive statistics and reliability
analysis of the data, all the items of the pre-testing
questionnaire were found valid and hence retained
in the final survey.
Final Survey
Selection of Management Institutes: Based on four
surveys conducted at National level by Business
Today, Times of India, Outlook India and India
Today in 2018, the sampling frame for this study
included among top 15 consistently- ranked
management institutions situated in Delhi and the
NCR region.
Data Collection: Questionnaire was distributed to
non-teaching staff, with atleast one year of
experience, of ranked institutions located in Delhi
and NCR region, namely, IIM Lucknow, MDI,
FMS, IIFT, FORE, IMT Ghaziabad, IMI Delhi. The
reason for limiting the area to Delhi and NCR
region was, unavailability of their email addresses

at official sites. Hence non-teaching staff was
approached through formal meetings with the
registrars and the head of the departments. A
maximum of four to five visits were paid to the
above-mentioned institutions for collection of
survey questionnaires. Out of 285 questionnaires
distributed to the employees, 190 questionnaires
were received back. 5 questionnaires had missing
values. The response rate is 66.66%.
DATA ANALYSIS AND FINDINGS
Assessment, Purification and Confirmation of
Internal Branding Scale
The dimensionality of IB scale was analysed and
validated in two steps. In the first step, Exploratory
Factor Analysis followed by item analysis, and
Partial Least Square- Structural Equation Modeling
(PLS-SEM) (measurement model analysis and
structural model analysis) were performed on
individual dimensions of IB. In the second step,
structural model fitness of the IB dimensions was
established.
Step I: EFA, Item Analysis and Measurement
Model
The dimension-wise results of IB scale are
discussed below:
Brand-centred HRM Scale
(i) Stage 1-EFA: At the first stage of scale
development, all the sixteen items were retained as
the study finds no sign of cross-loading of these
items and their respective communality and factor
loading values are above the threshold criteria of
0.5. Moreover, KMO value of .750 and BTS
measure (χ 2 = 1655.613, df= 120 & p= .000) also as
per the recommended criteria. The items were
converged in five factors related to "Training" (4
items), "Rewards" (3 items), "Briefings" (3 items),
"Promoting creativity" (3 items) and "Recruitment"
(3 items). The detailed item-wise results are given
in Table 1.
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Table 1: Brand-centred HRM Scale

Note: FL-Factor Loading, CV-Communalities Value, KMO-Kaiser-Meyer-Olkin, BTS- Bartlett Test of Sphericity,
CR-Critical Ratio, TVE-Total Variance Explained, SRW-Standard Regression Weights, SMID -Scale Mean If Item
Deleted, SVID- Scale Variance If Item Deleted, CITC- Corrected Item-Total Correlation, SMC- Squared Multiple
Correlation and CAID- Corrected Alpha Value If Item Deleted, OL= Outer Loadings.

(ii) Stage 2-Item Analysis: All the retained sixteen
items of this construct collectively record
Cronbach alpha value as .837. The overall scale
mean (M=53.45), overall scale variance
(V=56.80), overall scale standard deviation
(SD=7.54) along with scale mean if item deleted
(SMID) (ranged between 49.25 and 51.27), scale
variance if item deleted (SVID) (ranged from 45.03
to 56.17), corrected item to total correlation (CITC)
128

(.039 to .742), and Cronbach alpha if item deleted
(CAID) (.808 to .843) (Table 1) reflect acceptable
psychological properties of the scale.
(iii) Stage 3- Measurement Model Analysis:
Assessment of measurement model for construct
"Brand-centred HRM" using PLS-SEM 3, results
in deletion of third factor namely 'Briefings' and
two items from recruitment factor (Table 1). These
items were deleted due to the exhibition of loadings
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Leadership Scale
below the threshold criterion of 0.708. The
remaining eleven indicators' loadings are
(i) Stage 1-EFA: EFA is applied on overall items of
maintained above 0.7. All the four retained factors
the "Leadership scale". Twenty-two items selected
have CR values above the threshold criteria 0.7,
initially were reduced to seventeen items in the
indicating the internal consistency of the retained
final run. The KMO value arrives at 0.754 and BTS
four factors. Further, average variance extracted
as chi square=1180.883, degree of freedom=136
(AVE) values for all the factors are higher than the
and p=.000. These remaining items are extracted
threshold value of 0.50. This provides support for
under five underlying factors, namely
the convergent validity of all constructs.
“interpersonal capability”, “personal capability”,
Discriminant validity of the factors is also there as
“influencing”, “decisiveness”, and “empathetic”.
per Fornell and The Larcker (1981) criterion.
The items retained are given in Table 2.
Further, model fitness is also established as the
SRMR value is 0.062.
Table 2: Leadership Scale

Note: FL-Factor Loading, CV-Communalities Value, KMO-Kaiser-Meyer-Olkin, BTS- Bartlett Test of Sphericity, CR-Critical
Ratio, TVE-Total Variance Explained, SRW-Standard Regression Weights, SMID -Scale Mean If Item Deleted, SVID- Scale
Variance If Item Deleted, CITC- Corrected Item-Total Correlation, SMC- Squared Multiple Correlation and CAID- Corrected
Alpha Value If Item Deleted, OL= Outer Loadings.
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(ii) Stage 2-Item Analysis: The inter-item analysis
depicts the appropriateness of all the retained items
of the "Leadership" scale. The Cronbach alpha
(.789), SMID (ranges from 64.06 to 64.85), SVID
(ranges from 35.10 to 40.47), and CITC (ranges
between 0.027 and 0.572) values are above the
threshold criteria (Table 2), this indicates reliability
of the scale.
(iii) Stage 3- Measurement Model analysis:
Assessment of measurement model for the
"Leadership" scale reveals that outer loadings for
two items, one belonging to the first factor and the
second one to the second factor, are below the
threshold criterion of .7 and hence are deleted.
Deleting these two items resulted in recording CR
and AVE values for all the five factors as per the
suggested criteria. This establishes internal

consistency reliability and convergent validity of
the scale. Further, two items show outer loadings
below .708 but are retained as deletion does not
change the CR and AVE values (Table 2).
Communications Scale for Internal Branding
( i ) S t a g e 1 - E FA : “ I n t e r n a l b r a n d i n g
communications” is considered as third important
practice under the IB scale. This construct
comprises twelve items extracted under four
factors, namely “adequate information”, “vision
communication”, “communication mode”, and
“regular communication”. The KMO value (.677)
indicates adequate sample adequacy for running
EFA. The communality values range from .508 to
.877. Table 3 shows the detailed results of EFA.

Table 3: Communications Scale for Internal Branding
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Note: FL-Factor Loading, CV-Communalities Value, KMO-Kaiser-Meyer-Olkin, BTS- Bartlett Test of Sphericity, CR-Critical
Ratio, TVE-Total Variance Explained, SRW-Standard Regression Weights, SMID -Scale Mean If Item Deleted, SVID- Scale
Variance If Item Deleted, CITC- Corrected Item-Total Correlation, SMC- Squared Multiple Correlation and CAID- Corrected
Alpha Value If Item Deleted, OL= Outer Loadings.

(ii) Stage 2-Item Analysis: The item analysis on
twelve items of “Internal communication” results
in cronbach alpha value of .755 (more than the
threshold criterion). The other values that are
SMID, CITC, SMC and AIID are within the
acceptable range (Table 3). The overall mean is
found as 49, overall variance as 21.362 and overall
standard deviation 4.62.
(iii) Stage 3- Measurement Model analysis:
Application of PLS-SEM 3 for checking internal
consistency, reliability and validity of internal
brand communication results in deletion of two
items from the second factor (vision
communication) and one from the third factor
(communication mode). These three items are
deleted due to low factor loadings. Deletion results
in establishing convergent, as well as discriminant
validity of the model as values for CR, AVE

criterion are above the recommended values.
SRMR value for model arrives as .07, which
explains model fitness. (Table 3).
Brand Permissibility Scale
(i) Stage 1-EFA: Similar to the above-mentioned
scales, EFA has been applied on overall items of
this construct also. Eight items selected emerge
under two factors, namely, “Moral permissibility”
and “Pragmatic permissibility”. KMO value
arrives at 0.765 and BTS as chi square= 649.986,
df= 28 and p=0.000. The application of the varimax
rotation method helps in identifying two
underlying factors which are similar to the factors
considered initially in the study. The results are
given in Table 4.

Table 4: Brand Permissibility Scale

Note: FL-Factor Loading, CV-Communalities Value, KMO-Kaiser-Meyer-Olkin, BTS- Bartlett Test of Sphericity, CR-Critical
Ratio, TVE-Total Variance Explained, SRW-Standard Regression Weights, SMID -Scale Mean If Item Deleted, SVID- Scale
Variance If Item Deleted, CITC- Corrected Item-Total Correlation, SMC- Squared Multiple Correlation and CAID- Corrected
Alpha Value If Item Deleted, OL= Outer Loadings.
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(ii) Stage 2-Item Analysis: The application of item
analysis on eight items of “Brand permissibility”
reveals a high degree of consistency of data as the
value of cronbach alpha came out to be .867. This is
also supported by the values of SMID, SVID,
CITC, SMC and CAID (Table 4). Further overall
mean, variance and standard deviation also depict
that scale is acceptable.
(iii) Stage 3- Measurement Model Analysis: In the
first round of assessment of measurement model
for “Brand permissibility” scale, the outer loading
values of two items, i.e., one from the first factor
and the other from the second factor, are recorded
as lower than .707. These two items are therefore
removed in the second round. Thereafter,
evaluation of the internal consistency reliability

shows that composite reliability values for both the
factors are acceptable. Kindly refer to table 4 for the
results. The AVE values are also recorded as above
the criteria given, i.e., 0.50. Further, the recorded
values suggest acceptance of Fornell and Larcker
(1981)'s criteria. Model is found to be fit as SRMR
value 0.078 is recorded.
Workplace Spirituality Scale
(i) Stage 1-EFA: Factor analysis is conducted on ten
items of “Workplace spirituality”, which got
completed in two iterations and results in the
extraction of two factors named purposeful life and
sincerity. The final measure explained 65%
variance with a KMO value of 0.712,
communalities above 0.45 and factor loadings
ranging from 0.66 to 0.89 (Table 5).

Table 5: Workplace Spirituality Scale

Note: FL-Factor Loading, CV-Communalities Value, KMO-Kaiser-Meyer-Olkin, BTS- Bartlett Test of Sphericity, CR-Critical
Ratio, TVE-Total Variance Explained, SRW-Standard Regression Weights, SMID -Scale Mean If Item Deleted, SVID- Scale
Variance If Item Deleted, CITC- Corrected Item-Total Correlation, SMC- Squared Multiple Correlation and CAID- Corrected
Alpha Value If Item Deleted, OL= Outer Loadings.
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(ii) Stage 2-Item Analysis: The study retains all the
eight items of “Workplace spirituality” (i.e.,
selected in EFA) after conducting reliability
analysis. The cronbach alpha value of .750 suggests
the existence of reliability of the scale. All other
associated values are given in table 5, which
ensures, internal consistency of the scale items.
(iii) Stage 3-Measurement Model analysis: The
results for the “Workplace spirituality”
measurement model show that all the items record
outer loadings above .708 except one item under

the first factor. Hence, this item is deleted to attain
internal consistency as well as convergent and
discriminant validity (Table 5). SRMR value
arrives at .08 hence establishing model fitness.
Step II: Structural Model Analysis
In order to check the dimensionality of internal
branding PLS-SEM is used. Firstly, values for VIF
(Variance inflation factor) are given in Table 6 are
examined for absence of the multicollinearity. All
these values are within suggested criteria given by
Hair et al. (2009).

Table 6: Variance Inflation Factor

Variables
Brand-Centred HRM
Leadership
Internal Communication
Brand Permissibility
Workplace Spirituality
Further, R2 value is examined which arrives as 0.20.
Next PLS predict is run to check the predicting
power of model. And results reveal high predictive
power of the model as PLS-SEM values for RMSE
are higher than LM values for each indicator.
Further, results confirm multidimensionality of
internal branding with internal branding
communications (beta= .80, p<.05) as most
important dimension followed by leadership (beta=
.65, p<.05), workplace spirituality (beta= .46,
p<.05) and brand permissibility (beta= .26, p<.05).
Brand-centred HRM is considered as a latent
variable to run the PLS model. Further, the
relationship of IB with brand-centred HRM is also
found as significant with corresponding beta = 0.40
and t value = 6.307 and p<0.05.
DISCUSSION AND IMPLICATIONS
The study's primary objective was to explore and
establish the dimensionality of the internal
branding in the higher education sector from nonteaching employees' perspectives. The
development of the scale in the study contributes
significantly to the theory and practice. The study
contributes new insights the existing IB literature

VIF
1.522
1.347
1.124
1.065
1.016
by developing and validating a scale in the higher
education sector. The study establishes IB as a
multidimensional scale comprising brand-centred
HRM, internal branding communications,
leadership, brand permissibility, and workplace
spirituality. The sub-scales for these five
dimensions are also established individually. The
brand-centred HRM is a composite of five
dimensions, namely, 'rewards', 'training', and
'promoting creativity'. The leadership scale
includes interpersonal capability, 'personal
capability', 'influencing', 'decisiveness' and
'empathy' as its key dimensions.
Internal
branding communication comprises 'adequate
communication', 'communication mode' and
'regular communication'. Brand permissibility is
derived as a function of 'moral permissibility' and
'pragmatic permissibility'. Lastly, the workplace
spirituality scale has 'meaningful life' and 'sincere
staff' as its two most significant dimensions.
Unlike the previous studies, this study establishes
the roles of brand permissibility and workplace
spirituality in enhancing the IB value of the
organisations. The findings are helpful to
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academicians and managers in better
understanding the practices relating to the five key
dimensions and their sub-dimensions. Overall, the
study's findings suggest that management of the
higher education sector should focus on these five
primary domains while making employees related
policies to make their employees brand champions.
Limitations and Future research
The study has certain limitations that may influence
its results. First, the dimensionality of the IB scale
was confined to the top-ranked management
institutions of the higher education sector operating
in NCR, India. The study can be extended to other
management institutions, universities and
institutions in future to confirm the robustness of its
findings. Besides, the study can be extended at the
global level as well for validating the study
findings.
The study has checked the
dimensionality of IB only, whereas the degree of
inter-dimensional relationships can also be
checked in the future. Further, the impact of IB on
outcome variables like brand commitment and
brand citizenship behaviour can be assessed to
establish the scale's robustness. Lastly, since IB
involves employee-oriented activities, targeting
teaching and non-teaching staff is equally
significant for the top management institutes. The
scale developed in this study is validated
considering non-teaching employees only. Future
studies can validate the same scale in context to
teaching staff as well.
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Justice, being destroyed, will destroy, and being preserved, will preserve.
-Manusmriti
♦♦♦♦♦
You have reached the pinnacle of success as soon as you
become uninterested in money, compliments, or publicity.
-Thomas Wolfe, novelist (1900-1938)
♦♦♦♦♦
Kindness is the language which the deaf can hear and the blind can see.
-Mark Twain
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Ed Weenk and
Rozanne Henzen
Mastering the
Circular Economy:
A Practical
Approach to the
Circular Business Model
Transformation
2021
Kogan Page
ISBN 978-1-39860-274-8
(Paperback)
Pages: 376,
Price: RRP £34.99
The transition from the linear economy to a circular
economy is an essential requirement for society,
industries, and nations. Majority of firms are
prepared to implement the circular economy
practices but still lack the necessary strategies,
action plans, skills, and managerial tools and
techniques required for a successful transition.
Mastering the Circular Economy is among a very
few reference books that aim on transforming
business to become more responsive for industry
and society. The book is a must-read to have
guidance which is well-timed and vital for readers
interested in developing a deeper knowledge in the
area of strategic management. The importance of
circularity, particularly for developing countries, is
becoming important due to its economic and
ecological significance. Developing understanding
about the circularity among the new generation of
students and researchers is the primary issue
particularly for those in the areas of economics,
commerce and management in developing
countries– and issue of particular resonance across
developing countries.
With the understanding of this development, the
authors - Ed Weenk, Senior Lecturer of Global
Supply Chain Management at Maastricht School of
Management and Senior Associate Professor at
EADA Business School Barcelona. Rozanne
Henzen, is a researcher and circular economy
expert within the Sustainable Transformation Lab
(STL) of Antwerp Management School, Antwerp,

Belgium. They collectively appreciate the need for
understanding transition from, linear economy to
the circular economy but also to increase the
understanding among stakeholders towards
understanding the processes and vision for the
transformation among teams, firms, industries, and
economies. The book is an attempt towards that.
The chapters weave together important concepts
and best-practice examples, while offering helpful
tools to turn ideas into reality. This book gives vital
clues to how we can and must avoid overshoot and
collapse in nature, society and the economy.
The organisation of the book is exemplary. It is
divided into fifteen chapters. The first section
explores circularity. The first chapter introduces the
readers to the concept of circularity. The second
chapter illustrates a systematic understanding
about circularity from the viewpoint of leadership.
Chapter 3 presents a detailed leadership importance
in transition from linear economy to circular
economy. Chapter 4 explores the inter-industrial
perspective of circular economy. Chapter 5 depicts
circular economy imperative. These are applied to
various cases and illustrated and demonstrated by a
variety of industries in developing and developed
countries.
Section II has five chapters focusing on the
practical implementation of circularity concept.
Chapter 6 emphasised on developing the
knowledge about strategic do's and dont's of
circular economy tools. Whereas Chapters 7, 8, and
9 are focused on developing an integrated approach
towards circularity and mastering the art of
developing strategies, at individual and unit levels
and in the intra-firm perspective. Chapter 10 is an
effort to understand the corporate circular
imperative, using the case studies approach.
Section III is aiming to discuss the process of
transformation from linear to circular economy.
Chapter 11 discusses the requirements for the
transformation activities. In Chapters 12, 13, and
14, the authors discuss the vision and strategic
roadmap required for the transition from Linear,
from the viewpoint of a company, leadership and
industrial environment. Broadly, Section Three
investigates and explains the existing practices, and
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depicts future the directions in circular economy,
highlighting and expanding on trends having
worldwide significance.
The concluding chapter (15) focuses on
mainstream trends that appear decisive in shaping
the future of the circular economy. There is also a
brief yet very important discussion of complex
questions of public policy, ethics in transition
practice, and research.
Having said this, the book has certain limitations.
These include an apparent lack of attention given to
questions of how or why industry stakeholders
might not yet be ready for the transition. The
authors could have done more also to shed critical
light on some of the frequently unsupported claims
for enhanced vision for the transition. Perhaps these
balancing themes might appear in a future edition
of this book, or be developed in other titles of the
afore-mentioned series.
For now, our verdict as reviewers is that Mastering
the Circular Economy: A Practical Approach to the
Circular Business Model Transformation offers an

Beverly Kaye
and Sharon Jordan-Evans
Love'em or Lose'em :
Getting Good
People to Stay
6th ed., 2021
Berrett-Koehler
Publishers, Inc.
1333 Broadway
Suite 1000 Oakland,
CA 94612-1921
ISBN 978-1-5230-8935-2
(paperback)
Pages: 267,
Price: Not mentioned
The book pertains to an interesting subject, how a
supervisor of the company shall make his
employees stay with the company and never leave
it. To respect the company's employees, build their
strong future by expanding their career
opportunities by hiring the best employees which
suits the needs and goals of the company. Making
138

international and diverse readership the
opportunity to gain timely insights into
applications of change management, strategic
planning and sustainability in industrial
transformation, practitioner of circular economy.
Whereas challenges, like understanding about the
transformation activities, readiness issues, and
institutional framework becomes very important.
The accessible and affordable book offers relevant
and practical insights into how these challenges
might be described and responded to.
Dr. Sudhanshu Joshi
School of Management,
Doon University, Dehradun
e-mail: sudhanshujoshi@doonuuniversity.ac.in
Dr. Manu Sharma
Guildhall School of Business and Law
London Metropolitan University, London
e-mail: sharmamanu53@gmail.com

employees and employers comfortable in
organisation's environment by giving them due
recognition, listening to their problems, and
sustaining them.
Love 'Em or Lose 'Em has been a tremendous
source of inspiration for me since its first edition.
Any manager would benefit from reading this
book, especially those who already think that
employee-recruitment is really all about wealth.
While there is a continuous employer branding, this
book presents a strong and entertaining method of
doing so. Moreover, it's great seeing that it operates
throughout the globe. Unfortunately, some of the
contents are slightlyinvasive in respect to a
supervisor or boss.
I feel this book is particularly weak in the area of
employers' attitude towards their supervisors. It
throws the light on the negative image of
supervisors, but this is not always true in all
organisations. Employers also should understand
the duties and control of a supervisor instead of
making a bad image.
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This book is for those who work in small businesses
with less than 500 workers. Those companies now
employ over half of the workforce in the United
States. The authors also discuss how to run a huge
corporation.
Because it focuses on what you, as a supervisor,
could be doing to inspire and maintain the team's
ability, rather than what your organisation would
do, senior executives and HR professionals play
critical roles in creating policies and procedures
that support the creation of fair, engaged cultures.
The book act as a participants' step-by-step guide to
making their life simpler in the present. The
significance of this book is to have such a positive
influence on the employees' lives. This is a huge
duty that needs all the support and assistance it can
get. So, here are a few pointers on how to get the
most of this book:
Make the personal form of the 'love 'em' practice
and put it into action.
Like you would with 'Siri' or 'Google Maps', utilise
this as a guide.
Return to it time and again.
Make a list of the things that are most important to
you.
Make a personal commitment to putting one
chapter's main theme into practice. Begin with
reading 'Ask and Buck', and then go wherever you
like.
However, I was concerned with the area which the
authors discussed, stop making educated guesses
about what will keep your best performers happy
and on your team. Get your confidence up and
conduct the remaining interviews with the workers
you would like to maintain, regardless of age,
gender, and cultural background. Set aside some
time to begin the conversation. Don't make
assumptions about what they desire (such as
compensation or a promotion). If they need more
ability to decide about it, arrange the future session.
According to research, the company's executives
genuinely feel is always about the revenue. The
obligation for retaining the key personnel in place is
placed firmly in the hands of senior executives or
the pay division of the company. They attribute the
wealth of revenue to organisational rules or benefits

packages. Alternatively, they blame the
competitors or the region. It was always the fault of
someone else.
Well, the fact is that you are the most important, and
I especially appreciated the part where you have
more authority than anyone else to keep the best
staff if you are a manager at any position, a senior
supervisor, or a programme manager. Why?
Because the elements that influence the employee
happiness, involvement, and loyalty are mainly
under the manager's influence. Many engagement
studies agree about what motivates or motivates the
individuals to survive: important and challenging
working, opportunities to learn and develop
reasonable and equitable remuneration, wonderful
team-mates, acknowledgment, esteem, and a
decent boss.
From here on, it's all about the employee retention.
The influence of senior management, organisation
rules, and employees' attitudes and behaviour are
not lost on the supervisors, either. Managers
understand that they have a lot of power over
whether or not brilliant workers will stay with
them. If you want to maintain your employees,
conduct remain interviews with each one. Affect
consumer behaviour want because it helps mangers
to achieve it! One may to do this is by
demonstrating that you care for their interests.
You'll want to keep these in mind. Be aware of
them. Listen to what they have to say. Appreciate
them for their time. If you don't appreciate them,
you'll be losing them.According to a study on
retaining employees, employees typically quit
when they don't understand their worth to the
company and don't see a future there. As they strive
for their professional objectives, many say they
have never had an honest talk about their talents and
how they might harness to their advantage\, build a
career, and smoothen, hard spots.
There is one thing that all employees want to know:
That someone cares about them and their future.
Work is work, and it should be true self unless you
want your staff to be motivated and successful.
Identify possibilities for people to customise their
job to meet their own requirements. So long as you
do, your boss would want to remain in the business,
where you may grow professionally.
Often, busy managers appear to be inaccessible. It's
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nearly hard to catch their attention as if the world is
going to end. Someone wishes to depart soon to
attend his son's soccer game on Saturday and asks
for the early week till it happens.Two months from
now, other employees will require permission to
participate in a seminar in another city. The wife of
a third employee is hospitalised with a lifethreatening condition. What is the role of a boss? In
all the three instances, a quick response is ideal.
A great deal of time is wasted by managers who tell
the first and second workers that they'll get back to
them but they never do. The staffs feel insignificant
and disrespectful and must either beg for a response
or ignore the situation since they feel worthless and
insulted. In the meantime, what is a busy manager
going to do with the third employee? Too
frequently, there is nothing to show for it. They are
recognising how challenging and exceptional a
person's circumstance is when treating them with
respect.
To accept and appreciate other individuals, one
must acknowledge and even enjoy their differences
with them. Does anyone care to guess how useless a
team would be if everyone had the same outlook,
appearance, belief, and talent? Almost all of us
agree that various skills and opinions enhance a
work group and lead to better performance at the
workplace.

efficient and effective. Discuss training options
with the employees you supervise. Assist them in
preparing for the talks they'll have with their
workers by providing them with resources and
information. Allow the managers to discuss
instructional support they and their workers are
preparing during a team meeting.Workers, their
colleagues, and the employing organisation can
profit if you assist them to improve their work. Be
on the lookout for possibilities for your staff to
grow. Encourage them to think of ways to enhance
their employment by offering suggestions.
Employers who know how to treat their employees
well allow them to choose whether to operate, how
they collaborate, and where they take a job. In this
way, employees may take care of their duties and
yet be effective at their job.
Having these policies and incentives in place is
excellent if you work for an organisation that has
them.
You have two alternatives if you don't. The first step
is to establish a baseline. Make yourself aware of
what other companies have to offer, and then go to
your boss or the HR department with your findings
and ideas. A few of these concepts can be
implemented in your organisation if you can get
them accepted.
Embrace the most imperative choice: Get to be a
home executive. Begin by imitating the
characteristics you wish to see in your students'
conduct. Because he walks with his wife every day,
a CEO told his team that he will never start
meetings before 9:00. He made it clear to his
managerial staff that balancing family and work
goals is reasonable, if not desirable. It's possible to
assist your workers' life outside of work in several
ways. As a consequence, employees will become
more efficient and less inclined to wander off.

One of the biggest problems for managers is paying
tribute. Since respecting equality in the
organisation and keeping an eye on emotions may
be hard to assess, it is not surprising that they can be
tough to manage. Then, it's part of their duty to do
this. A person's immediate subordinates, and others
who report to them, keep an eye on their behaviour
of a discourteous boss. This includes encouraging
boldness, requiring behaviour adjustment or even
removing a discourteous boss from his position.
Respecting people begins with your attitude. But
there are also actions to consider. Trust is lost by
acts that violate spoken pledges of regard. Take a
look at what you believe about inequalities and
what you're doing. Be receptive and respectful to
your subordinates by listening to their concerns,
responding to them, and treating them with
decency.

"Do we understand what our staff is enthusiastic
regarding?” is a good question for managers to ask.
What are they doing to assist their talent to receive
more at work? Consider encouraging them to seek
out—to understand what motivates their top
employees to show up at work at full strength in the
mornings.

Among all recruitment and performance methods,
outreach programmes are among the most cost-

Also, I enjoyed this because the authors have
discussed how people passionate about what they
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do tend to excel at it. If there is no enthusiasm in the
workplace, your most exemplary employees may
not perform at their best. Join forces with them to
learn what they are passionate about and what gives
them purpose. Assist them in accomplishing what
they love by connecting their job with your goal. In
return, you will acquire enthusiastic, efficient, and
loyal individuals who will stay in the organisation.
Is the management subject to the same regulations
as the rest of the workforce? According to our rules,
then? Their teams may be less innovative and
creative than they might otherwise be because they
are not. They are investigating the effectiveness of
our rule-breaking IMPULSE. It is thus expected
that management will act as an example, stimulate
questioning of the norms and encourage their
endeavours in this regard." What rules no longer
matter? Which rules are no longer relevant?
Organise a "ridiculous regulations" discussion at
the next employee meeting and encourage the
management to join in.

The department's ideals, according to them, are still
alive and well there in your department. What
you're doing to help resolve any value differences?.
They should be held accountable for executing on
and modelling agreed-upon principles, and they
should also be asked to do this with their brilliant
employees.A key component in retaining talented
employees is finding new and innovative methods
to deliver on values. They are happy with their daily
activities to what extent? In your organisation, what
do they enjoy most about working? Who or what
would they like to see changed?
Are you familiar enough with your employees'
values to be able to respond to these questions
honestly? The search for matters may be arduous,
but the effort is well worth it.
Whether an employee stays or leaves is heavily
influenced by these factors. Take a moment to
consider your staff as customers. What do they find
most important? It is your job to assist them in
getting there.

For how long have you questioned the rules?
Lastly, to what extent do you encourage people to
ask questions? Employees should be allowed to
raise questions about how work gets done and the
restrictions that impede their satisfaction and
motivation. Truly listen to them, encourage them to
ask questions, and bend or violate the rules to assist
them to achieve their goals. You will have a far
better chance of retaining your talent if you do this.

The managers and supervisors will find this small
book very useful and interesting.

Are employees' values posted on a wall at the
company? Why do we not we not include it in your
yearly report? What is the URL of the website? Find
out if those principles your business endorses or
indeed follows by asking your management about
them!

Prof. V.K.Singh
Head and Dean,
Faculty of Management Studies,
Gurukula Kangri (Deemed to be University)
Haridwar, Uttarakhand
e-mail: drvksing@gkv.ac.in

Leon G. Shiffman
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S. Ramesh Kumar
Consumer Behaviour
Pearson India Education
Services Pvt. Ltd.
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Edition: 2019
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Print Price: 899

Marketing was introduced as a subject of study in
th
management education in the early years of the 20
century. The acceptance of the idea that there are other
forces in addition to price, which influence the
demand of a product led to its evolution. In the
formative years, marketing was not consumercentric. As time progressed, emphasis of marketing
shifted from production and sales to need satisfaction.
Simultaneously, the shift from the original idea of
marketing mix propounded by Neil H Borden, to 4Ps,
4Cs and 4As was changing the notion and marketing
was becoming consumer-centric. Almost all the

Regularly assess your performance, and commit to
improving. Close the gap between what you know
and what you do. It is up to you and your
subordinates to establish a productive and
enjoyable workplace where brilliant individuals
will want to stay, innovate, and leave their mark.
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advances in the field of marketing strongly make the
case of marketing being consumer-centric.
Subsequently, understanding the behaviour of
consumer became important and consumer behaviour
as a field of study came in perspective around 1940s.
Today, consumer behaviour is inherent to
management education. The subject takes on itself the
responsibility of understanding the consumer to the
extent that his behaviour can be predicted. Consumer
behaviour resort to various disciplines including
psychology, sociology, anthropology and
communication to comment on the behaviour of
consumer. Therefore, to a larger extent, the credit of
making marketing inter-disciplinary goes to
consumer behaviour as a subject. Given this
importance, the onus of dispersing consumer
behaviour understanding to stakeholders is multifold
and rests on academic bodies and teachers. A book is a
formidable weapon in this context and is considered
as the first frame of reference for students to acquire
subject specific knowledge. One such important book
in consumer behaviour is 'Consumer Behaviour' by
Leon G Shiffman, Joseph Wisenblit, and S Ramesh
Kumar.
'Consumer Behaviour' by Schiffman, Wisenblit and
Ramesh Kumar, currently is in the 12th edition. The
12th edition published by Pearson India Education
Services Pvt Ltd is an Indian sub-continent adaptation
of the United States edition – 'Consumer Behaviour'
12th edition by Leon G. Schiffman and Joseph L
Wisenblit. Earlier versions of this book have been
important for the subject. With each new edition, the
book has become even better. In fact, this book exists
since 1970s. Original authors of this book were Leon
G Schiffman and Leslie Lazar Kanuk. As adaptation
of the book kept on spreading across the globe, more
authors kept on adding. The addition of S Ramesh
Kumar from Indian Institute of Management,
Bangalore as the third author of this book is among
the efforts of adaptation of this famous text in the
Indian context. This is evident from the fact that this
th
edition (12 ) has four case studies from the Indian
market, co-authored by S Ramesh Kumar. This is
second edition of this book with co-authorship of S
Ramesh Kumar. Eleventh edition of this book also has
S Ramesh Kumar as third author. Before joining this
book, S Ramesh Kumar has already published two
editions of the Indian case-oriented books on
consumer behaviour. S Ramesh Kumar's book's first
edition came in May 2009 (Consumer Behaviour and
Branding: Concepts, Reading and Cases – The Indian
142

Context) and second came in June 2017 (Consumer
behaviour: The Indian context (Concepts and Cases)).
Both these editions were published by Pearson. With
this background, he joined the famous text of
consumer behaviour by Schiffman and Kanuk.
Carol A Scott from University of California was
among the first academicians who has already
reviewed this book. Scott reviewed the second edition
of this book, published in 1978, for Journal of
Marketing in 1981. He placed this book among the
best six books on consumer behaviour at that time.
Till date, the shine of the book has been formidable.
What Scott wrote in 1981 still holds true for this text.
The book is well-written and follows the same
structure as was adopted in the beginning when this
book was published for the first time. The content of
the book is divided into three parts – consumer as
individual, consumer in group dynamics (society and
culture), and consumer decision-making processes.
Revisions have not overlooked the basics and the
basic aspects of consumer understanding, like
personality, attitude, perception, motivation, and
learning are still finding comfortable space in the
book. The influence of social and cultural variables is
discussed at length. In the preview of these, the
decision-making process is explained in a very lucid
manner. To make the text student oriented and to
position it as a text book, with the passage of time,
some welcome additions are done. For instance, each
chapter of the book has review, discussion questions
in the end, along with hands on assignment. To ensure
that motivation of reading is not lost, for each chapter,
reader is welcomed with a chapter trigger. Chapter
trigger is an opening vignette which introduces the
content of chapter with examples from industry. The
book offsets the explanations of internal content of
chapters with a lot of advertisements. To relate the
contents with industry, the section of 'Touch of
Reality' is given in every chapter to have a practical
dimension towards the topic of discussion. For vivid
readers, the 'Conceptual Theme' box is given at
various important point in chapters which further
explodes the topic at hand for a deeper understanding.
As it is an Indian adaptation, a reader is served with
the Indian examples to imbibe the concepts.
Specifically, this edition has given a lot of emphasis
on technology and new media, like social media. As
many as 7 chapters out of 15 have seen updating in
context of technology. The readers are also served
with endnotes, chapter-wise references, glossary,
company index, name index, and subject index,
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which are standard practices of making a book readerfriendly.
Over the years, the book has been refined in a standard
text book which is reflected in its reading. Yet, there is
always some scope of experimentation. In today's
technological era, things are changing very fast,
which is also reflected in the current edition by
considering technology as a broader point of
updating. Considering the importance of books for
students, books have larger responsibility to orient the
readers towards comprehensive coverage of content
rather than fixing readers with a single source.
Whereas the book covers the content conceptually
and practically, regular research updates are
something where students largely lack. Our books
should give emphasis on developing the research
orientation of students along with conceptual
understanding of the topic. It becomes even more
relevant for a subject like consumer behaviour which
is highly dynamic in nature. This can be done by
providing the most influential research articles for
each topic at the end of each chapter (This is different
from the regular references already given in the
book). A list of recommended journals should also be
provided to students for regular reading and updation
of their knowledge as part of end notes.

important aspect of consumer – 'The Self'. To put the
idea in perspective, another good book on consumer
behaviour – 'Consumer Behaviour – Buying, Having,
and Being' by Michael R Solomon has a dedicated
chapter on self-concept. The third chapter of the book
under review compresses motivation, Personality and
Self together. As a text book, these three topics should
be given distinct attention. As Scott argued, the book
should also include the 'Consumerism' as a separate
chapter in today's context. Keeping in mind the pace
of artificial intelligence in marketing, a separate
chapter – 'Consumer in Artificial Intelligence Era',
can also be included.
In summary, this book is a wonderful text book for
students who want to orient themselves towards basic
concepts of consumer behaviour. With its popularity,
this book would already be there in the libraries of
institutions across the country. But it is important that
today, content is fading very fast as the pace of
technology and change is paramount. Therefore,
readers are advised to read the new editions whenever
they become available.

In addition to developing research orientation,
content related suggestions includes the addition or
more emphasis on some topics. For instance, this
book does not give the deserved weightage to an

Ajay Kumar, PhD
Assistant Professor
Department of Management Studies
Central University of Haryana,
Mahendergarh – 123031
e-mail: ajaycuh@gmail.com

There may be times when we are powerless to prevent injustice,
but there must never be a time when we fail to protest.
–Elie Wiesel, writer, Nobel Laureate (b.1928)
♦♦♦♦♦
In a library, we are surrounded by many hundreds of dear friends
imprisoned by an enchanter in paper and leathern boxes.
–Ralph Waldo Emerson, writer and philosopher (1803-1882)
♦♦♦♦♦
A superior man is modest in his speech, but exceeds in his actions.
– Confucius, philosopher and teacher (c. 551-478 BCE)
♦♦♦♦♦
Words are things; and a small drops of ink
Falling like dew upon a thought produce
That which makes thousands, perhaps millions, think.
– Lord Byron (1788-1824)
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PLAGIARISTS BEAWARE!
Plagiarism has become a major problem in the way of research and publications, and is widespread
and going unabated. We often receive articles for publication which are either partly or fully copied
from others' works, despite the fact the author has given a declaration that the article is original and
is an exclusive contribution to our journal, and has also submitted a certificate of cessation of
copyright in our favour. The dare-devilry is shocking! This is outright deceit and cheating.
Amusingly, the practice is not confined to Indian authors; foreign authors are no exception.
This time again, we came across a concept of two such cases, of plagiarism from Indian and foreign
authors. The articles could have gone into print, but for the alacrity and the incisive eye of our
referees and editorial team.
We have been facing another problem of somewhat similar nature, involving professional ethics.
We spend a lot of efforts, time, and money in reviewing, short listing, and editing of each article
which passes the preliminary scrutiny. When asked to make further revision or supply the missing
information, some of the authors stop responding to us and submit the paper, which has been
improved through our efforts, to some other journal. They do so despite their having given a
declaration that the paper is an exclusive contribution to our journal, and shall not be withdrawn at a
subsequent stage unless rejected/permitted by the Editor, and having ceded the copyright in our
favour.
It needs no emphasis that plagiarism is not only an unethical practice; particularly so for an
academician, it is also a violation of the code of conduct governing the services of university
teachers and research scholars. Moreover, it amounts to a criminal offence under the Copyright Act,
1957 (which certainly does not grant us a 'right to copy!'). Any infringement of the copyright under
the Act is an offence, punishable with imprisonment for a minimum period of six months,
extendable up to three years, and a fine, ranging from Rs. 50,000 to Rs. 2 lakhs.
It is worthwhile to caution such unscrupulous people. Many people have already faced disciplinary
action, eventually leading to their dismissal from service. These include university teachers at all
levels– lecturers, associate professors, professors (including one in a top Central university, one in a
top IIM, and one in a State university), and one Vice-Chancellor of a State university. In a recent
case, the Vice-Chancellor of a reputed Central University had to face imprisonment.
Writing research article is a demanding as well as a rewarding task. A person looking for an
unearned reward is surely inviting trouble for himself and a bad name for the entire academic
community.
- Editor
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Indian Army 10 Best Priceless Quotes:
′′ I will come back hoisting the tricolor or wrapped in the tricolour,
but I will deﬁnitely come back."
- Captain Vikram Batra,
The ultimate heroic chakra
′′ What is an extraordinary adventure of a lifetime for you, is our daily life. ′′
- Signboard on Leh-Ladakh Highway
(Indian Army)
′′ If my death comes before proving my bravery, then I swear that I will kill death. "
- Captain Manoj Kumar Pandey,
Param Veer Chakra, 1/11 Gorkha Riﬂes
′′ Our ﬂag does not ﬂy because the wind is blowing,
it ﬂies with the last breath of every soldier who sacriﬁced his life in its protection. "
- Indian Army
′′ You must be nice to get us, you must be sharp to catch us,
but you must be a child to win us. "
- Indian Army
′′ God have mercy on our enemies, because we will not. "
- Indian Army
′′ Our living is our coincidence, our love is our choice, our killing is our business.”
- Oﬃcers Training Academy, Chennai
′′ If a person says that he is not afraid of death, he must be either
lying or he belongs to the Indian Army."
- Field Marshall Sam Manekshaw
′′ It is God's job to forgive terrorists, but it is our job to make them meet God."
- Indian Army
′′ We regret that we only have one life to give to our country."
- Indian Army

From PHILIP KOTLER
"No company in its right mind tries to sell to everyone."
♦♦♦♦♦
"Marketing is the creative use of truth."
♦♦♦♦♦
"Markets always change faster than marketing."
♦♦♦♦♦
"Marketing is a race without a ﬁnishing line."
♦♦♦♦♦
"The three F’s of service marketing – be fast, ﬂexible & friendly."
♦♦♦♦♦
"It is more important to do what is strategically right
than what is immediately proﬁtable."
♦♦♦♦♦
"There is no such thing as a commodity. It is simply a
product waiting to be diﬀerentiated."
♦♦♦♦♦
"If every department only does its own job
well, the company will fail."
♦♦♦♦♦
"Companies need fewer bosses & more self-managers."
♦♦♦♦♦
"I think it is harder to be a market leader than a market challenger."
♦♦♦♦♦
"Calling a market “mature” is evidence of incompetence."
♦♦♦♦♦
"I don’t care what happened to your proﬁts. Have you improved
your share of the customer’s mind & heart this year?."
♦♦♦♦♦
"Companies pay too much attention to the cost of something.
They should be more worried about the cost of doing nothing."
♦♦♦♦♦
"Marketing’s purpose always is to enhance people’s lives
and contribute to the Common Good."
♦♦♦♦♦
"It took 70 years for marketing to evolve from its product
orientation to the concept of human centricity."
♦♦♦♦♦
"The good news is that you can learn Marketing in an
hour. The bad news, it takes a lifetime to perfect it."
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