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FROM THE EDITOR’S DESK
The Indian economy has been steered remarkably well under the current
government from the mini-crisis of 2013; when the rupee had crashed
after India’s twin deficits (current account deficit and fiscal deficit)
spiralled out of control. The government has judiciously and
intelligently expedited measures, to manage the two deficits. The
government took measures to lower inflation and supported with fall
in global commodity prices allowed government to not only control
inflation but simultaneously raise fuel taxes to finance expenditure.
This control mechanism by government has however been offset by
growing crude oil prices. At the same time it is interesting to note that
the increase in FDI and Make in India policy have made India a
preferred investment destination. After long many years (13 years),
Moody’s upgraded India’s government bond credit rating to Baa2
from Baa3. The government’s attempt to reform the economic and
institutional framework through Goods and Services Tax (GST);
putting in place a sound monetary policy framework; measures taken
to address recapitalisation of public sector banks and formalisation
and digitalisation (The JAM agenda) in the economy through
demonetization, the Aadhaar system of biometric accounts and
targeted delivery of benefits through the Direct Benefit Transfer (DBT)
system have been appreciated and duly recognized. These economic
and institutional reforms are expected to enhance India’s future growth
and its large and stable financing base for government debt. It is
expected that there would be a gradual decline in the general government
debt burden and further reduce the risk of a sharp increase in debt,
even during potential downside scenarios. The next five years are crucial
for India incorporate. The decision to continue with the reforms and
strengthening of developed core competencies will be a thought to be
judiciously pondered over.

(Dr. Sheeba Kapil)
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ARTICLES

Role of Global Trade to Attain the Sustainable
Development Goals (SDGs) Linking GVCs
Samarth Arora*
Free, Fair, Transparent and Predictable Global Trade and Investment have undisputedly
been recognised as an engine of economic growth and development. WTO strives to
strengthen the aforesaid principles so that maximum benefits of economic development
can be attained. The national governments have realized that the larger goal of
‘Sustainable Development’ is undoubtedly much beyond economic growth as it
encompasses social and environment dimensions of growth as well. In this
background, the goals of WTO and UN’s Sustainable Development Goals (SDGs)
require alignment and convergence. The project identifies the economic, social and
environment challenges and dimensions of global trade which impact attainment of
various SDGs, particularly the SDG 7 and 12. Keeping in view the nature of objectives,
methodology of relevant literature review and select case studies has been adopted.
The learnings from these are then synthesized to suggest a framework along with
appropriate coping strategies and approaches for leveraging global trade towards
attainment of this objective.
Key Words: World Trade Organization (WTO), Sustainable Development Goals
(SDGs), Non-Tariff Barriers (NTBs), Trade Facilitation Agreement (TFA), Market Access,
Export Competitiveness, Aid for Trade, Small and Medium Enterprises (SMEs), Foreign
Direct Investment (FDI), Multilateral Environment Agreements (MEA’s), Trade Related
Intellectual Property Rights (TRIPS), Subsidies on Agriculture Exports, R&D for Green
Technologies and Public Health Aspects, WTO Committee on Trade and Environment
(CTE), Special and Differential Treatment (S&D).

Introduction
1.1 The Focus on Sustainable
Development
THE Sustainable Development
Goals (SDGs) in 17 areas and
comprising of 169 specific targets
have been adopted in the 2030
agenda
for
sustainable
development in September 2015.
This agenda is culmination of the
* Pursuing
MBA
(Business
Sustainability) 2017-19 batch at
TERI School of Advanced Studies,
New Delhi.

previous Millennium Development
Goals (MDGs) and global
discussions on Sustainable
Development. While Economic
Growth, Environmental Protection
and Social Inclusion are recognized
as the three pillars of agenda 2030,
sustainable energy access and
resource efficiency & cleaner
production are two key drivers
which can have significant impact
on reducing carbon foot-print and
ensuring
development
of
marginalized groups in a continued
sustainable and affordable manner.
The SDG goals 7 and 12 in agenda
2030 lay down tangible and
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qualitative targets for attainment of
these goals.
1.2 The Transformed Approach
The 2030 agenda underscores
that the approach for Sustainable
Development should not merely be
restricted to donor-recipient
relationship. The approach needs
to be radically transformed to
ownership with universal action
and engagement of all stakeholders.
Environmental sustainability
should be recognized as nonnegotiable. In the transformed
approach, the agenda 2030
recognizes that there is an enormous
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need of additional finance for
development, and international
trade can be leveraged towards this
goal. Conduct of global trade and
investment in a free, fair and
predictable manner can catalyze
economic growth for attainment of
various social and environment
objectives. On the other hand, unjust
and disguised non-tariff barriers on
global trade can dampen economic
growth, restrict availability of
sustainable goods, technologies
and services globally especially to
LDCs and developing countries. As
international trade is governed by
WTO’s rule based multilateral
system, the interfaces of
environmental protection and
inclusion
of
marginalized
countries, groups, activities and
entities need to be pragmatically
harnessed in attaining Sustainable
Development Goals. With the above
facets of global trade, it is
imperative that linkages of trade in
various SDGs and targets be
identified and role of trade both as
a facilitator and a barrier be
recognized. The aspects of cleaner
production, resource efficiency and
sustainable energy access, are quite
central to the attainment of SDGs.

Background
2.1 The Emergence of Relevance
of Sustainable Development
It is well known that 21 st
century has been the century of
many revolutions witnessing
significant industrial growth,
technological innovation, emergence of digital age which with the
globalization initiatives of GATT
and WTO triggered surge in
international trade, and global
investments with offshoring and

4

dispersal of manufacturing in
different
countries.
These
developments led to upscaling of
economies
of
scale
in
manufacturing coupled with
automation which displaced jobs,
creation of disparities in incomes
and increase in carbon footprint,
which are some undesired off spins
of.
All the aforesaid developments
also led to close integration of world
markets but also germinated
patterns
of
unsustainable
production and consumption,
environmental degradation and
social and economic disparities. In
the disguise of these concerns, there
were NTBs erected on polluting
goods, goods manufactured by
usage of child labour and imposing
high standards for environmentally
friendly goods. The social and
environmental costs of an economic
activity were so enormous that they
outweighed the economic gains.
This, therefore, challenged the
sustainability of economic gains
and posed threat to the attainment
of larger developmental goals
enshrined in WTO. The creation of
divides between have and have nots
and marginalization of developing
countries raised critical concerns
on the relevance and efficacy of
WTO and partnering of developing
countries.
It is now, however, realized that
international trade can play a
productive and proactive role in
providing solutions for sustainable
development. While acknowledging this, the developing countries
voiced concerns that on pretext of
environmental and social concerns,
NTBs should not be erected on flow
of goods from developing countries
but a judicious balance be created

by incorporating special and
differential provisions for
developing countries. The concerns
on addressing social and
environment concerns has thus
paved way for a debate on
sustainable development wherein
trade is recognized as a driver to
attain these SDGs.
However, almost all literature
related to trade and sustainable
development has acknowledged
that International Trade generated
competitiveness and economic
gains for all member countries, but
they
were
marked
with
asymmetries and uncertainties.

Objective and Scope
3.1 Aim and Objective
The aim of the paper is to
identify and analyze the role of
trade in attaining various
sustainable development goals. The
objectives of the paper are as under:
I.

To identify specific trade
related targets stated under
various SDGs.

II. To map trade related targets in
SDG with broad provisions of
WTO and Economic, Social
and Environment dimension of
development.
III. To depict and analyse the
linkages amongst various trade
parameters under the three
dimensions.
IV. To suggest a conceptual policy
framework of linkages of trade
with SDGs.
3.2 Scope of the Study
I.

The scope of the study is
limited to identifying interfaces
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of trade related targets only
with SDGs.
II. The focus is on targets related
to resource efficiency, clearer
production and sustainable
energy access subsumed under
SDG 12 and SDG 7 particularly.

Methodology
The methodology of study
includes literature survey and
review of various secondary
sources pertaining to trade and
sustainability articles, publications
and specialized reports of WTO,
Asian Development Bank (ADB),
United Nations Development
Programme (UNDP), United
Nations Environment Programme
(UNEP), Indian Institute of Foreign
Trade (IIFT), etc.
Select case studies pertaining to
trade targets under SDG 7 and 12
related to resource efficiency,
cleaner production and sustainable
energy access have been
undertaken. The learnings from the
literature review and case studies
are synthesized for suggesting a
conceptual policy framework for
role of trade in attaining SDG.

Observations
5.1 Literature Survey of Select
Research Articles
Literature Survey of various
research articles, seminar
presentations and publications
suggest that impact of international trade on Environment
and civil society has been
explored in detail and possible
approaches and interventions by
National Governments, businesses, and civil society have been
identified.

(a) Mario (2017) Apostolov in a
seminar paper has identified
impact of expansion of trade on
sustainable
development
through increased carbon
footprint by various factors. The
authors suggest that trade can
be an engine for an inclusive
development through initiatives
like
Trade
Facilitation
Agreement (TFA); Green trading
practices, production methods,
and technologies; Appropriate
Governance framework, laying
down regulations, financing
mechanisms, standards and
elaborative arrangements for
enhancing environment sustainability; Addressing inequalities and undertaking women
empowerment; reducing trade
distorting subsidies. The author
also identifies specific sustainable development goal targets
under various Sustainable
Development Goals and
suggests that national trade
policies should align with the
SDGs.
(b) WTO (2011), in a paper has
traced the background on
interplay between trade and
environment through various
UN pronouncements on trade
and Sustainable Development
i.e., Rio declaration, Agenda 21,
Provisions of Marrakesh
Aagreement, Doha Ministerial
Declaration. The document
underscores that trade and
Sustainable Development
objectives can be mutually
supportive if trade was used as
an engine of Sustainable
Development and not for
disguised protectionism. The
paper identifies that 20 out of
250 multilateral environment
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agreement (MEAs) include trade
related provisions and that
negotiations in use of these
provisions should be based on
international consensus. The
paper highlights various
disciplines like reduction in
agricultural and fishery
subsidies, enhancing market
access of industrial goods to
LDCs and developing countries;
facilitate technology transfer to
developing countries; and
design
S&D
treatment
provisions precise, operational
and effective.
(c) WTO (2017), in a publication
identifies that trade in the last
decades has led to bridging gap
between income levels of
developed and developing
countries which has led to a
positive outcome in poverty
reduction target in MDGs.
Having realized that trade can
be a strategic enabler to achieve
sustainability, this document
takes note of Specific trade
related Sustainable Development targets. It suggests
facilitation through unfinished
agenda under Doha declaration,
addressing emerging challenges
and harnessing opportunities
through trade facilitation
(e-commerce), strengthening
MSMEs, preventing non-tariff
measures not to become trade
barriers, building supply side
capacities and trade related
infrastructure.
(d) Matthias Helble and Ben
Shepherd (2017) have identified
role of trade from MDGs to SDGs
and post 2015 development
agenda and further analyzed
relationship of trade with
various diverse aspects, viz.
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TABLE 1
DIMENSIONS OF TRADE IN ATTAINING SDGs
Dimension

SDG - Goal

Trade Related Targets
in SDG Goals

Broad Expectations
from WTO

Economic

Goal -17: Global
Partnership for Sustainable
Development

17.10: Promote a universal, rulebased, open, non-discriminatory
and equitable MTS under WTO,
including negotiations under DDA.

Eliminate trade barriers and
provide preferential access
to Developing Countries/
LDCs both in products and
services.

17.12: Improve market access for
LDCs through timely implementation
of duty free and quota free access
and transparent preferential ROO.

Social

Goal - 8: Full and productive 8.a: Increase Aid for Trade support
employment
for developing countries, in
particular LDCs.

S&D treatment to developing
countries.

Goal - 2: Food Security

Flexibility under TRIPS for
access to life saving drugs.

2.1: Universal access of food
security by 2030.
2.b: Eliminate trade restrictions and
distortions incl. export subsidies.

Goal - 3: Good Health

3.b: Support R&D, provide and
access to essential medicines and
vaccines through flexibilities in
TRIPS to protect public health.

Goal - 10: Reduce inequality 10.a: Implement the principle of
special and differential treatment for
developing countries, in particular
LDCs.

Environment Goal - 6;- Clean water and
sanitation

14.6: Prohibit / eliminate fisheries
subsidies with S&D treatment for
developing countries / LDCs.

Developed countries to
reduce subsidies on
agricultural product.

Facilitate free flow of EGS
including clean energy
technology with no NTBs and
strengthen capabilities of
developing countries through
joint R&D and IPR sharing
arrangements.
Facilitate trade of recycled
products.

Goal - 7: Affordable and
clean energy
Goal - 11: Sustainable cities
Goal - 12: Sustainable
consumption & production
Goal - 13: Climate change
Goal - 14: Ocean conservation
Goal - 15: Life on Land Goal

6
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poverty, women, environment,
fisheries, water, food safety,
health, education, urbanization,
and infrastruc-ture. The
empirical analysis for all sectors
underscores a definite positive
role of trade in attaining
sustainable growth in these
sectors.
(e) In Samarth Arora and Rajiv
Arora (2017), and Samrath
Arora (2018); the authors have
suggested to strengthen the
GVCs and Greening of Supply
Chain through equitable
engagement of various chain
partners.
5.3 The Dimensions of Trade in
Sustainable Development
Various trade related goals
under the three dimensions of
SDGs i.e. economic, social and
environment have been identified
and are depicted in Table 1. These
trade related goals are quite closely
linked with the negotiations and
expectations under WTO, which
are also stated in the table. The
concerns are mainly for developed
countries who take initiatives to
address the issues pertaining to
reducing agricultural subsidies,
transfer technology and provide
S&D treatment and preferential
access to LDCs for their markets.

been captured in three causal
influence diagrams in Figures 1, 2
and 3 separately for, economic,
social and environment dimensions
of trade respectively.

and negative impacts. The
economic dimension of trade is
validated as WTO has led to
increase in per capita income and
GDPs of developing countries.

5.3.1Causal Influence Diagram of
Economic Dimension of Trade

5.3.2Causal Influence Diagram of
Social Dimension of Trade

Causal influence diagram in
Figure 1 depicts that international
trade catalyzes economic growth
through generation of efficiency in
manufacturing sectors in countries
leading to enhanced competitiveness both in domestic and
export markets. The increase in
income generation helps attain the
poverty reduction target SDG 1. The
positive sign indicates reinforcing
behaviour while negative sign
reflects retarding behaviour. Both
loops in the above diagram ensure
sustainability through both positive

The causal influence diagram
in Figure 2, illustrates that
reduction in trade distortions and
barriers coupled with provision of
flexibilities in TRIPS impacts SMEs
and public health.
5.3.3Causal Influence Diagram of
Environment Dimension of
Trade
The causal influence diagram
in Figure 3 illustrates that
multilateral cooperation through
trade, investment and technology
transfer can facilitate mainstream-

FIGURE 1
ECONOMIC DIMENSION OF TRADE: CAUSAL INFLUENCE DIAGRAM
(+ : Reinforcing ; – : Retarding)
Commitment
to WTO
Sustainable
Development

NTBs

Tariff
reduction

Global access
to inputs and
technology

Poverty
Reduction

5.3 Causal-Influence Diagrams
Depicting Interplay of Trade
with SDGs
The trade related goals are
more of a wish list and expectation
of developing countries from WTO’s
Doha negotiation. The interplay
between various features and
provisions under WTO with goals
of sustainable development has

FOCUSWTO.IB • January-March 2019 (Vol. 21 No. 1)

Export
competitiveness

Income
levels

Economic
Growth

Foreign
Exchange
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ing of environment friendly clean
technologies, systems, devices and
processes.
The causal influence diagrams
in the realm of three dimensions of
trade indicate that with deepening
commitment to WTO, the benefits of
enhanced productivity and
competitiveness, removal of trade
distorting subsidies (especially in
agriculture and fisheries), and free
flow of environmental goods
especially
clean
energy
technologies would have a direct
bearing on attainment of various
targets under SDGs.

FIGURE 2
SOCIAL DIMENSION OF TRADE: CAUSAL INFLUENCE DIAGRAM
(+ : Reinforcing ; – : Retarding)

Enhanced
Sustainable
Development

Reduction in
Trade
Distortions
and Barriers

5.4 Resources Efficiency, Cleaner
and Sustainable Energy Access
The two drivers, i.e. Resources
Efficiency & Cleaner production
and Sustainable Energy Access are
part of SDG 7 and 12 goals and are
quite central to sustainable
development as depicted in Table
2.
The resource efficiency and
cleaner production requires both
technological and process
refinements in production systems
and sustainable energy access
requires breakthrough and
mainstreaming of clean technologies including renewables.

Commitment to
WTO

SPS
Compliance

Flexibillity in
TRIPS

Public Health
Protection

Strengthening
of SMEs
Reduction in
Agricultural
Subsidies

Women
Empowerment

Social
Inclusion

FIGURE 3
ENVIRONMENT DIMENSION OF TRADE: CAUSAL INFLUENCE DIAGRAM
(+ : Reinforcing ; – : Retarding)
Access to
Sustainable Goods

Commitment
to WTO

5.5 Select Case Studies
Pertaining to SDG 7 and 12

Access to Clean
Technologies

Reduction in
Carbon
Footprints

Waste Recycling

5.5.1GVCs - A Case Study of Solar
Modules
How equitable GVCs can
catalyze sustainable development
can be appreciated by the recent
case of safeguard measure imposed
on imports of Solar Cells/Modules
by India. The domestic production
of Solar Cells in the country is about

8

Sustainable
Consumption and
Production

Reduction in
Subsidies in
Agriculture/Fisheries

Sustainable
Development
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3.5 GW with a deployment target of
100 GW of Solar Power by 2022
committed in Paris declaration in
2015. This huge demand and
supply gap make imports
inevitable. However, to protect the
nascent domestic industry,
safeguard measure has been
resorted to in national interest. This
is likely to create price rise of Solar
Modules and hence of solar power
which is likely to have an adverse
impact on consumers. The issue
therefore arises is whether there can
be a business model which can lead
to a win-win solution where the
domestic manufacturing base in
India survives and the deployment
target is also met. The answer to this
is observed in the interest evinced
by certain Chinese producers and

investors to set up manufacturing
base of Solar Modules in India with
an Indian partner with diverse
sourcing options of raw materials
and technology. The news articles
in Hindu Business line, Economic
Times and Livemint reported likely
investments of $50 million by CETC
in solar PV manufacturing park in
Sricity,
Andhra
Pradesh;
investment of $309 million by
LONG in Andhra Pradesh for solar
manufacturing; $930 million by Soft
Bank China with India Solar
venture which could strengthen the
make in India Solar programme. A
similar investment rush was also
witnessed in USA when they
imposed AD duty on imports of
Solar Modules/Cells. These
included Jinko Solar, China of $50

million; Hanwah Qcell, Korea
investment in Georgia Solar plant;
Taiwan Solar power flagship
company’s plan for module factory
in USA and capacity expansions by
the two USA local manufacturers,
viz. Sunpower and First Solar.
Therefore, such trade remedial
intervention is attempted to be
mitigated by collaborative alliances
of joint partnerships of technology,
manufacturing and investment.
Such ventures would require
conducive policy ecosystem to
attract investments, facilitate by
ensuring liberal access of raw
materials, provide appropriate
WTO compatible fiscal incentives,
and assured supply of power and
other utilities. Such GVCs can
collaborate with technology

TABLE 2
RESOURCE EFFICIENCY CLEANER PRODUCTION AND SUSTAINABLE ENERGY ACCESS TARGETS
SDG Goal 12: Ensure Sustainable consumption and
production patterns

SDG Goal 7. Ensure access to affordable, reliable,
sustainable and modern energy for all

12.2 By 2030, achieve the sustainable management and
efficient use of natural resources

7.1 By 2030, ensure universal access to affordable,
reliable and modern energy services.

12.4 By 2020, achieve the environmentally sound
management of chemicals and all waster throughout
their life cycle, in accordance with agreed international
frameworks, and significantly reduce their release to air,
water and soil in order to minimize their adverse impacts
on human health and the environment.

7.2 By 2030, increase substantially the share of
renewable energy in the global energy mix.

12.5 By 2030, substantially reduce waste generation
through prevention, recycling and reuse.

7.3 By 2030, double the global rate of improvement in
energy efficiency
7.a By 2030, enhance international cooperation to
facilitate access to clean energy research and technology,
including renewable energy, energy efficiency and
advanced and cleaner fossil-fuel technology, and
promote investment in energy infrastructure and clean
energy technology.
7.B By 2030, expand infrastructure and upgrade
technology for supplying modern and sustainable energy
services for all in developing countries, in particular least
developed countries, small island developing countries,
in accordance with their respective programmes of
support.

FOCUSWTO.IB • January-March 2019 (Vol. 21 No. 1)
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partners from countries like
Germany, Canada or USA which
have advanced technologies. Such
GVCs can through equitable
alliances mitigate the threats of nontariff barriers like AD, CVD or
Safeguard measures, as domestic
producers when partner in GVCs
do not seek such trade protections.
5.5.2Resource Efficiency - Case
Study of Transportation Sector
and Waste Management
This case study assumes
relevance as the transportation
sector accounts for 22 per cent of
GHG emission and therefore this
initiative promises transition to a
low carbon economy. UNIDO and
UNEP have been facilitating
resource efficiency and cleaner
production (RECP) through joint
partnerships providing various
methodologies to assist industry in
lowering cost through reduced
energy, water and materials usage
and waste management under
RECP net. Under this initiative
usage of energy efficient
technologies, systems, and
processes and enhancing use of
renewable energy are important
initiatives. UNIDO’s focus through
RCEP is on Green Industry wherein
it addresses three sustainability
dimensions of production
efficiency, environment protection
and
social
enhancement
individually and synergistically
UNEP’s focus has been for a Green
Economy.
5.5.2.1 Electric Vehicles
India in 2017 has announced
going 100 per cent electric in the
vehicle sector by 2030 as a part of
COP 21 commitment. The ministry
of New and Renewable Energy has

10

been undertaking research, design,
development and demonstration of
alternate fuels for surface
transportation. 16 industries and
about 50,000 BOVs of different
modules and capacity have been
supported in the last 7-8 years from
MNRE. Some of the BOV
manufacturers include Mahindra
Reva Electric Vehicles Pvt. Ltd.,
Hero Electric Vehicles Pvt. Ltd.,
Avon Cycles Ltd., BSA Motors Pvt.
Ltd., and Lohia Auto Industries.
The ministry of heavy industries
has also established a mission to
upscale electric mobility. The
challenges which need to be
addressed are: (i) Manufacturing
lithium ion battery which has a
high energy density but is extremely
expensive. Further, lithium is not
available in India; (ii) Laying down
internationally
harmonised
standards for charging of EV’s with
harmonized standards on motor,
controller charger, chassis, battery,
etc., and (iii) Ensuring reliable and
uninterrupted power supply to
charge EVs including renewable
power. The key interventions for
transformation in this sector
therefore involve changes in vehicle
design and material usage, radical
changes in battery technology,
design and development of electric
drive motors and control circuity,
providing charging stations and
laying
down
appropriate
standards.
5.5.2.2 Auto Component Industry
Pilot initiatives for resource
efficiency in auto component
manufacturing undertaken by TERI
included improving consumption
norms of raw materials and utilities
through benchmarking efficient
processes and deploying energy

efficient lighting systems. Reduced
material and utility wastages
yielded reduction of GHGs. Despite
technology
and
process
improvization, trade measures
remain important. To illustrate,
POSCO, Korea global steel giant
supplies stainless steel to POSCO
India for its use in auto component
manufacturing mainly radiators,
waste ejection systems, etc. The
component producers prefer
POSCO’s steel due to its quality and
insistence by OEMs. The recent
imposition of AD duty on steel has
led to impact on prices of
components for OEM vehicle
manufacturers.
Therefore,
technology
and
process
improvizations need to have flexible
business models to mitigate trade
actions like AD, CVD and
Safeguard duty.
5.5.3Waste Management
The waste management
initiative includes concepts of
recycle, reuse and reduce, i.e 3R’s.
The 3R’s fosters cooperation
amongst various concerned
stakeholders, i.e. waste generators/
waste collectors and processers and
manufacturers. Typical recycled
products include Aluminium,
Batteries, Concrete, Glass, Paper,
PET, Electronic Waste, etc. The
growing urban population in India
has led to significant increase of
waste generation in Urban India
which is about 50 million MT per
annum with an average of about 0.5
kg/day/capita. Efficient waste
segregation at source, its
transportation to treatment plants
or waste depots for recycling leads
to recovery of about 10 per cent
waste. The waste collectors mainly
being in informal sector get income
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in this process. The use of various
technologies like composting leads
to reduced pressure on landfill.
The above brief case studies
indicate that the resource efficiency
and cleaner production includes
focus on efficient processes and
technologies including energy
efficient technologies.

Policy Framework
6.1 A Conceptual Framework for
Trade Interfaces with SDGs
Based on the causal influence
diagrams as depicted earlier and
select case studies, a conceptual
framework on interfaces of trade

with SDGs is depicted in Figure 4
below. This identifies salient
aspects of the three key dimensions
of trade, i.e. social, environmental
and economic.
6.2 Options at Global Level
The attainment of SDG goals
requires consensus building
amongst all countries involving
contentious issues of agricultural
subsidies, reform in IPR regimes,
special and differential treatment
on market access to LDCs and
developing countries, and of all
mainstreaming the environmentally
friendly goods. Following are the
challenges faced in addressing
these issues:

FIGURE 4
A CONCEPTUAL POLICY FRAMEWORK OF LINKAGES
OF GLOBAL TRADE WITH SDGs

S&D treatment to
addess inequality for
LDCs/DCs

Reducing Trade Barriers
on Sustainable Goods
and Waste Recycling

Aid for Trade

Enhance Exports and
Investment, and market access

Flexibility in TRIPS
for Public Health

Reduce Subsidies
on Fisheries

Landcape of Multilateral
Trading System

Sustainable
Agriculture

Strengthen
Partnerships

Fostering Collaborative
R&D for Sustainable
Goods

Economic
Social
Environment
Dimensions of
Global Trade to
Attain SDGs
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(i) Equitable Strategic Global
Partnership
Preventing rise in TRMs require
strategic global partnerships to
take the agenda of climate
change forward. However, the
concerns and expectations of
developed and developing
countries are different on the
nature of collaboration.
Developed countries have been
advocating for enhanced market
access of green technologies in
developing countries, identifying environmental goods
based on final products
characteristics and upscaling
the deployment of clean energy
technologies and usage of
environment goods. However,
developing countries have
shown concern on this
approach and desire to be a
collaborative partner in research
and innovation through joint
R&D projects/programmes
with IPR sharing arrangements.
Varied expectations coupled
with different stages of
development have led to
increase in trade restrictive
practices hampering flow of
sustainable goods, which
include increased application of
Anti-Dumping, Safeguard and
Countervailing Duty measures
globally along with application of technical standards
of high order which is a barrier
in attainment of SDGs as stated
above. The challenge therefore
lies in evolving collaborative
arrangements on balancing
both market access and
technology development so
that developing countries are
also a partner in the gains
accruing from development of
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frontier technologies and
systems.
(ii) Address Special Needs of
Developing Countries
Granting
special
and
differential treatment to
developing countries and LDCs
under various disciplines of
WTO, i.e. on Trade, investment,
IPRs, subsidies, applying Trade
Remedial Measures is essential
to ensure that Developing
Countries and LDCs develop
capacity and resilience to be
gainful partners in free and fair
global trade and economic
collaboration. Expecting these
countries to accept obligation of
the same depth and scope as
developed countries is not
realistic. The initiative like ‘Aid
for Trade’ and ‘S&D provisions’
to provide a reasonable time for
being self-reliant and resilient
will go a long way for attaining
SDGs.
6.3 Options at Business Entity
Level
While negotiations on major
policy issues continue in WTO at
country level, there are possible
solutions at the business entities
level to make practical headway in
the goals of sustainability. Infact
‘Sustainability’ concept has also
trickled down to business entities
though there is a long way to go.
‘Trade’ can immensely
facilitate sustainability by
generating
options
and
opportunities for the business
entities by realizing economic and
financial gains from sustainability
initiatives. The green initiatives in
a Global Supply Chain should get
embedded in the business entity’s
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business model considering these
as factors of generating competitiveness and not merely a cost centre
for compliance. A large number of
green technologies have today
become technically and commercially viable and they compete well
with existing products.

Conclusions &
Recommendations
7.1 Challenges for Attaining
Trade Related SGDs
The literature review and case
studies indicate that following are
the main trade related challenges in
attaining SDGs:
(i) The Trade Restrictive
Practices
The erection of NTBs through
standards, rules of origin and
Trade Remedial Measures can
enhance protectionism and
thereby retard global trade.
Significant impact can be on
free flow of environmental
goods including clean energy
technologies. The recent
increase in trade and
investment in solar and wind
technologies have also
witnessed many trade remedial
investigations in the form of
AD, CVD and Safeguards
which have created uncertainty
and setback in the global
initiatives of climate change.
(ii) Developing Countries not a
Strategic Partner
Developing countries being
considered as a market
destination for finished goods,
commodities (raw material),
low cost manufacturing parts
and for offshoring polluting

industries rather than being a
strategic
partner
in
development of technologies,
has posed threat on global
alliances.
(iii) The Asymmetric GVCs
The Global Value Chains
(GVC) depict that developing
countries get stuck up in low
value addition activities rather
than being involved in higher
value activities like designing
and branding. This asymmetrical model of GVC in
frontier technologies is a barrier
in evolving a sustainable
partnership
model
for
Environmental Goods.
Negotiations under WTO,
especially TRIPS and market
access, under trade in goods
needs to address this
fundamental concern.
(iv) Distorting Agricultural
Subsidies
Significant subsidies on
agriculture provided by
developed countries distorts
trade and reduces market
access opportunities for
developing countries.
(v) Lack of Flexibilities for LDCs
Slow progress on Doha
declaration on (a) Providing
flexibility in TRIPS for access to
life saving drugs, and (b) Implementing S&D provisions in the
right earnest.
7.2 The Way Forward
7.2.1 The Technology Driven
Architype
It is also noted from the
literature review and case study of
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auto sector that for attaining
resource efficiency, cleaner
production and sustainable energy
access, cost effective clean
technologies, efficient processes
technologies and prudent waste
management practices are the key.
A technology driven architype for
attaining these goals is depicted in
Figure 5. However, a practical
approach
to
undertake
technological collaboration is
through GVC since unpredictable
trade measures can always
undermine technology and process
improvement gains.

FIGURE 5
TECHNOLOGY DRIVEN ARCHITYPE FOR ATTAINING SUSTAINABILITY
(+ : Reinforcing ; – : Retarding)
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7.2.2 The GVC Driven Architype
Keeping in view various
challenges through literature
review and case study for solar
sector, the market access barriers in
different countries and need for
inclusive growth, GVCs can
provide sustainable solution if they
are established in diverse sectors
with equitable engagement of all
value chain partners. The lopsided
and asymmetric growth of GVCs
have so far prevented its spread and
acceptance.
The GVCs not only have the
potential to connect business
entities on physical flow of goods
but also establish strategic linkages
on services, technology transfer,
financial flows and business
solutions. While it is well
understood that all value chain
partners cannot have same amount
of gains but the gains should not be
so inequitable that it makes value
chain partners lose interest. GVCs
through a bottom up approach are
infact a practical way to connect
business entities for a sustainable
business solution. A ‘GVC’ driven
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survey of the issues and a new
research agenda”, International
Institute for Sustainable
Development (IISD).

collaborative architype for attaining
SDG 7 and 12 targets is shown in
Figure 6.
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City Gas Distribution:
A Step Towards A Cleaner Future
Rakesh Mishra* and Sudhanshu Wadhwa**
Natural Gas (NG) is one of the
cleanest fuels with less carbon
dioxide per joule delivered than
either by coal or oil. With rising
concerns for environment, NG
is set to play a major role in
energy baskets of many nations
and India is also equally focused
on thing changing trend. To
capitalise the gas market, many
agreements (both Spot & Long
Term) are being done for
sourcing NG at best prices and
new ports are being setup for
LNG imports in India like
Kamarajar Port, Dahej Port, etc.
City Gas Distribution (CGD)
provides the frame-work to
connect the NG being sourced
to common man of the nation.
There are various facets of CGD
like CNG stations for vehicles,
PNG connections for domestic
supply and NG supply to
industries
for
energy
requirement. This article
deliberates about the new
emerging market of NG and the
role CGD is set to play in
meeting energy demand of our
nation.

* General Manager (Director
Secretariat), Indian Oil Corporation, New Delhi.

Overview

O

UR nation has historically
relied on coal to power its
electricity sector, liquid fuels as
feed stock and oil for its transport
sector. As per year statistics, coal
and oil accounts for around 57 and
30 per cent, respectively of total
primary energy supply in 2016. The
share of natural gas is only 6 per
cent. Energy mix of India is shown
in Graph 1.
However,
because
of
environmental reasons there is
rising need to change this energy
mix by focusing more on cleaner
fuels. Gas is one of the cleanest
fuels with less carbon dioxide per
joule delivered than either by coal

or oil. The development of Natural
Gas industry in the country started
in 1960s with discovery of gas fields
in Assam and Gujarat. After
discovery of South Basin fields by
ONGC in 1970s, Natural Gas
assumed
importance.
The
exploration activities in India were
earlier carried out only by the
National Oil Companies (NOCs)
like ONGC & OIL under
nomination regime. Later, private
companies were allowed to enter
into exploration through JV with
NOCs under Pre-NELP (New
Exploration & Licensing Policy,
1997) regime. Subsequently, 100
per cent foreign participation in
exploration was allowed in the
current NELP regime.

GRAPH 1

Natural Gas
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** Manager (Management Services),
Indian Oil Corporation, New
Delhi.
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Natural gas available in India
can broadly be classified into two
categories:
(i) Domestic Natural Gas
(ii) Imported Re-gasified Liquefied Natural Gas (R-LNG).
Supply and distribution of
domestically produced gas is being
carried out as per the government
guidelines issued from time to
time. The import of R-LNG falls
under the list of Open General
License Item and the marketers are
free to import LNG and sell the RLNG to customers.
Today, India’s primary energy
mix is dominated by coal and oil.
But the government wants to make
India a gas-based economy and

raise the share of natural gas in the
energy mix to 20 per cent by 2030.
However, to achieve a 20 per cent
share of natural gas in the primary
energy, it is required to attract and
sustain investments in the gas
infrastructure including the cross
country pipelines. Sector-wise
supplies of natural gas between
April-December 2016 is shown in
Graph 2.

Natural Gas Infrastructure
in India
Natural Gas Infrastructure
consists of the following:
(i) Cross Country Pipelines
At present, country is having
about 16470 km long natural gas

pipeline network in operation. In
order to develop gas grid
infrastructure across the country,
about 15000 km long additional
pipeline network have been
identified. Out of the envisaged
15000 km additional gas pipeline,
Petroleum & Natural Gas
Regulatory Board (PNGRB),
Government of India has already
authorized entities to construct
about 14500 km long pipelines and
same is under development.
(ii) R-LNG Terminals
Currently, 4 LNG terminals
with total regasification capacity of
26.3 MMTPA* (95 MMSCMD)** are
operational on the western coast of
the country, i.e. Hazira, Kochi,
Dahej and Dhabol.

GRAPH 2
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* MMTPA – Million Metric Tonne Per Annum.
** MMSCMD – Million Metric Standard Cubic Meter Per Day.
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(iii) City Gas Distribution (CGD)
City gas is a relatively new and
expanding sector, primarily limited
to urban areas. Households and the
transport segment across the
country are top priority customers
and the GoI is meeting 100 per cent
of their gas requirement through
domestically-produced gas. This
decision has brought down the
price of CNG and PNG for
households across the nation and
has led to an increase in gas
demand. The CGD sector
consumed 5.46 bcm in FY 2015-16
and 7.31 bcm in FY 2016-17.
CGD sector has following
distinct segments:
• Compressed Natural Gas (CNG)
predominantly used as autofuel.
• Piped Natural Gas (PNG) used
in domestic, commercial and
industrial segments.
The details of existing CGD
infrastructure in the country, as on
1 October 2017 is as under:
No. of PNG (Domestic)
household connections
No. of PNG (Commercial)
connections

3.87 mn
25,180

No. of PNG (Industrial)
connections

7,079

No. of CNG Stations

1,273

Cooking is an important daily
household activity; it consumes
significant quantities of energy and
human effort. More than 70 per
cent of Indian household energy
use is for cooking and solid
biomass still accounts for about 85
and 25 per cent of rural and urban
cooking fuel. However, with

government push, share of LPG is
increasing and with the domestic
cylinders slowly moving away
from government subsidy, the
PNG market has become lucrative.
CNG, another facet of CGD,
got established in market primarily
through the enforcement of
environmental legislation in the
early 2000s to curb air pollution in
city-wide transportation systems.
CNG is now prevalent in around 11
Indian states, with many cities
mandating its use in public
transport (taxis, auto-rickshaws
and buses). Growth in this sector is
severely
constrained
by
infrastructure – there are roughly
3 million CNG vehicles but only
1,273 CNG filling stations. CNG
infrastructure
is
also
disproportionately
skewed
towards three states: the National
Capital Territory of Delhi (421
stations), Gujarat (396 stations),
and Maharashtra (245 stations).
India’s CNG consumption has been
growing at about 6 per cent per
year in recent years but needs
considerably more infrastructure
for the sector to take off. Sales of
CNG in FY 2016-17 grew by 9.7 per
cent over FY 2015-16. The Indian
Supreme Court gave the sector a
boost when in late 2015, it
mandated that all Delhi taxis must
convert to CNG and registration of
new diesel vehicles in the city will
no longer be allowed. If similar
measures are enacted in other
heavily polluted cities, it would
encourage sector growth.
CGD - PNGRB Bidding
Under the provisions of
PNGRB Act, 2006, PNGRB grants
the authorizations to interested
entities through a competitive bid
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selection process for laying a CGD
network (PNG network) in a
specified Geographical Area (GA).
PNGRB has been considering
entire districts, which includes
rural areas, as GAs for covering in
bidding rounds for grant of
authorization to develop city or
local natural gas distribution
(CGD) networks. The existing CGD
networks are concentrated in the
northern and western regions of
the country.
Recently, to fulfill the aim of
becoming gas based economy,
PNGRB conducted 9th round of
auction of city gas distribution
(CGD) licences. This was the
biggest auction with expected
investments of `70,000 crore which
is four times the cumulative
`15,000-18,000 crore invested till
fiscal 2018. On offer were 86
geographical areas (GAs) in 174
districts covering 29 per cent of
India’s population, compared with
a cumulative 56 GAs awarded in
the previous 8 rounds in the past
10 years. The new GAs on offer
include Chennai, Coimbatore,
Visakhapatnam, Aurangabad and
Bhopal, which have good demand
potential. Till now, there had
been much criticism of auction
policies; however in this bidding
round the response was way
better than before because of
revised bidding norms, and the
push from the government
through favourable policies.
These
include
marketing
exclusivity period of 8 years
(extendable by 2 years, compared
with 5 years earlier), tariff floors to
discourage unviable bids, removal
of additional bid bond requirement
and evaluation of bids based on
higher infrastructure creation.
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GRAPH 3
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With increased government
focus and transparent policies, this
sector is expected to have a great
boost in near future. As per
statistics, the expected cumulative
YoY demand (in MMSCMD) from
CGD sector is shown in Graph 3.

Conclusion
Natural gas is set to secure a
bigger position in the nation’s
primary energy pie. This is
underpinned by the following key
factors:
• Abundant and geographically
distributed gas reserves and
growing global trade of gas.
• Lower pollution and emission
levels, which help in meeting
greenhouse
gas
(GHG)
emissions commitments.
• Technological advancements
expanding the applications of
gas.
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Specifically, CGD with
becoming the focused area by
government will definitely be a
game changer. However, this
growth will be driven by several
critical economic and social drivers
emerging from India’s national
development agenda.
One of the critical factors which
will impact the future of CGD is
securing long-term supply base to
meet the country’s growing energy
demand and address the energy
security agenda.
Following are few of the
initiatives having the potential to
boost overall domestic gas supplies
over the medium-to-long-term
period:
• Development of conventional
and unconventional gas
resources.
• Augmenting LNG import
capacity through brownfield

expansions and commissioning
of greenfield terminals.
• Development of transnational
gas
pipelines
such
as
Turkmenistan-AfghanistanPakistan-India (TAPI) pipeline,
etc.
Another factor, which can play
a conducive role for marketers is
unbundling
of
pipeline
transportation from natural gas
sales. Many of these initiatives are
already in the agenda of
regulators and expected to soon
get implemented. However, with
perceived benefits of CGD and
rising interest of both public and
private players, this sector is
definitely going to get a big
impetus which will be beneficial
for all – economy of nation,
environment, industry and
people at large.

•
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Ease of Doing Business in India
Rohit Mehtani*
India has shown a consistent
improvement in its ranking in the
World Bank’s Ease of Doing
Business reports from the year
2014
onwards.
India’s
progression from the rank of 142
in 2014 to rank 77 in 2018 is a
movement in the direction of
realisation of country’s goal to
be in the top 50 countries. This
is good for businesses in India
and the foreign businesses
contemplating to locate here.
Substantial improvement in the
ranking in the indicator set of
‘trading across borders’ is a
good news for those engaging
in export and import transactions.

* Professor of International Business
Strategy at IIFT, New Delhi. He has
been a British Chevening Scholar
of Global Political Economy at the
University of Hull and a Research
Scholar of Trade Diplomacy at the
Academy of Third World Studies.
He is a Certified Corporate Director
and Management Consultant.
© Copyright with the Author.
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ORLD Bank’s Doing Business 2019 report has given us a reason to
rejoice as did the Doing Business 2018 report. The consistent
ascendancy of India in the World Bank’s global ranking on ease of doing
business in last few years has been notable. India was ranked 142 in the
year 2014 amongst the total of 190 countries which improved to the position
130 in 2015 where it stayed put in the year 2016 as well. The year 2017
saw it climb to the position 100 and now even further to 77 in the year
2018. This is remarkable because it means India has had a great leap since
2014 moving from position 142 to position 77 this year, an improvement
of 65 positions in ranking. The 2018 and 2019 reports together have
announced the improvement in India’s ranking from 130 position to 77
position. The progression is in line with the country’s goal to be in the top
50 countries in ease of doing business ranking.
Ease of doing business in a country is an important factor for
positioning the country as an attractive investment destination. While a
favourable business environment is good for the domestic businesses, it
is, nonetheless, a key factor for the foreign investors. Countries and the
investors, therefore, take the rankings in terms of ease of doing business
very seriously. The World Bank brought out the first Doing Business report
in 2003 which has since then become an important publication that the
businesses, investors and the policy makers watch with lot of interest.
Any deterioration in the ranking becomes a cause of concern while an
improvement a reason for rejoice for the country. The 77th position in the
list is still not something which a country could be proud of but nonetheless
a jump from 130th to 77th position in a matter of two years is impressive in
itself. An improvement in the ranking, while on one hand, validates the
government’s reform credentials and its effort to improve the regulatory
environment, on the other hand, it lends weight to the government’s claim
for a better rating with the sovereign rating agencies.
The World Bank takes into account eleven indicator sets though in
the 2019 report, as was also the case with the 2018 report, only ten have
been included as the indicator set relating to labour market regulation
was left out. These eleven indicator sets are mentioned in the tables. The
aim of the study is to measure different aspects of business regulation
that have implications for establishing and operating a firm in the country.
A supportive and facilitating business and regulatory environment
encourages entrepreneurship, establishment and expansion of firms and,
therefore, generation of employment. Though the regulatory environment
only for the domestic firms is taken into consideration, the findings and
rankings are of interest to foreign investors contemplating establishing a
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firm in the country as well.
Foreign direct investors do get putoff by the regulations that are
dampening and get encouraged by
the ones that are reassuring. Doing
Business 2019 captures 314

business regulation reforms as
against 264 business regulation
reforms in the Doing Business 2018
across the 10 indicator sets. The
country is ranked for each one of
this indicator separately to arrive

TABLE 1
INDIA IN THE DOING BUSINESS 2018 REPORT OF THE WORLD BANK
S. Indicator Sets
No.

Rank (1-190)

Distance to the
Frontier (DTF)
Score (0-100)

156

75.40

Not Included

Not Included

181

38.80

1.

Starting a Business

2.

Labour Market Regulation*

3.

Dealing with Construction Permits

4.

Getting Electricity

29

85.21

5.

Registering Property

154

47.08

6.

Getting Credit

29

75.00

7.

Protecting Minority Investors

4

80.00

8.

Paying Taxes

119

66.06

9.

Trading Across Borders

146

58.56

10. Enforcing Contracts

164

40.76

11. Resolving Insolvency

103

40.75

100

60.76

Overall

* Labour Market Regulation not included in the Doing Business 2018.
Source: Doing Business 2018, World Bank.
TABLE 2
INDIA IN THE DOING BUSINESS 2019 REPORT OF THE WORLD BANK
S. Indicator Sets
No.
1.

Starting a Business

2.

Labour Market Regulation*

Ease of Doing
Ease of Doing
Business Rank Business Score
(1-190)
(0-100)
137

80.96

Not Included

Not Included

3.

Dealing with Construction Permits

52

73.81

4.

Getting Electricity

24

89.15

5.

Registering Property

166

43.55

6.

Getting Credit

22

80.00

7.

Protecting Minority Investors

7

80.00

8.

Paying Taxes

121

65.36

9.

Trading Across Borders

80

77.46

10. Enforcing Contracts

163

41.19

11. Resolving Insolvency

108

40.84

77

67.23

Overall

* Labour Market Regulation not included in the Doing Business 2018.
Source: Doing Business 2019, World Bank.
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at the overall ranking. The distance
to the frontier (DTF) score measures
the gap between the country’s
current performance and the best
practice across the entire sample for
each of the 10 Doing Business
Indicator sets. The best performance
is set as the frontier at 100
percentage point while the worst
performance is set at 0 percentage
point. Higher score or the higher
distance to the frontier therefore
shows better ease of doing business
while a lower score shows poor ease
of doing business. The percentage
point distance to frontier scores of
an economy on different indicators
are then averaged to obtain an
overall distance to frontier score.
The Doing Business 2019 report,
however, has changed the name of
‘distance to frontier’ score to ‘ease
of doing business’ score. The
concept and the process of
calculation, nonetheless, remains
the same. India has gained rank in
the six indicator sets: starting a
business, dealing with construction
permits, getting electricity, getting
credit, trading across borders and
enforcing contracts. The gain of
rank incase of two indicator sets of
dealing with construction permits
and trading across borders has
been substantial, 129 and 66
respectively. Gain in ranking in
trading across borders is of special
interest to businesses involving
export and import activities.
Domestic transportation, procedural formalities at the border
(border
compliance),
and
documentary compliance are the
three factors included in the
indicator set of trading across the
borders. Time and cost associated
with the three factors are measured,
the tariffs, however, are not
included in the cost. The time and
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TABLE 3
GAIN/LOSS IN RANK IN THE 2019 REPORT
S. Indicator Sets
No.

Ease of Doing Business
Rank in 2018 Report

1.

Starting a Business

2.

Labour Market Regulation

3.

Dealing with Construction Permits

4.

Getting Electricity

5.

Registering Property

6.

Getting Credit

7.

Protecting Minority Investors

8.

Paying Taxes

9.

Trading Across Borders

Ease of Doing Business
Rank in 2019 Report

156

137

Not Included

Not Included

Gain/Loss
in Rank
+19
–

181

52

+129

29

24

+5

154

166

-12

29

22

+7

4

7

-3

119

121

-2

146

80

+66

10. Enforcing Contracts

164

163

+1

11. Resolving Insolvency

103

108

-5

100

77

+33

Overall

Fig.: CONSTITUENTS OF TIME AND COST TO EXPORT TO AN OVERSEAS BUYER
(Adapted from Doing Business 2019, p.110)

Warehouse in
the origin

Origin
PORT
and
Customs

Domestic Transport

Destination
PORT and
Customs

Overseas
Warehouse

Border Compliance

Documentary Compliance

Domestic Transport: time and cost associated with transporting shipment from a warehouse in the largest city to the most widely
used sea transport or land border.
Border Compliance: time and cost associated with the necessary inspections, customs procedures and handling at ports and borders.
Documentary Compliance: time and cost associated with fulfilling documentary requirements of all the government agencies
(customs and Port) of origin economy, destination economy and transit economies (if any).

cost associated with the domestic
transport is measured but is not
used for calculating the score for
ranking on the ease of trading
across borders. This is because
the time and cost of domestic
transport are affected by
geography and topography of the
hinterland and proximity to the
gateway port.
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Uncovering the Relationship between Demographic
Variables and Level of Consumer’s Expertise with
E-banking Use Behaviour
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During the last two decades
banking
industry
has
experienced a paradigm shift,
especially in terms of integration
of technology into their routine
banking operations. The
objective of this study is to test
whether demographic factors
and level of users’ expertise play
a role in affecting customers’
frequent use of e-banking, and
the type of technology use.
Responses were solicited from
three hundred and twenty
e-banking customers through a
survey questionnaire. Findings
reveal that demographic factors
and customers’ expertise are
associated with more frequent
use of e-banking services and
also on type of e-banking
services used by the customers.
Keywords: E-banking services, Customer expectation,
Customer
satisfaction,
Customer disconfirmation,
Customer performance.
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1. Introduction

I

F we have to name one thing which defines the industry performance
during the last two decades, it is information technology (IT) revolution.
This revolution has completely transformed the business modules of the
business operations including the banking sector. Starting from
technological evolution effort to open import of Maruti, telecommunication
and computer in the late 1990s, a lot of structural changes have been
introduced in Indian banking industry which coincided with the
information technology. Reserve Bank of India (RBI) appointed a
committee, the Basel committee, on banking supervision. The committee
has taken the lead in this area through the creation of its electronic banking
group – a group comprising 17 central banks and bank supervisory
agencies in the late 1999. The main focus of this group has been to develop
sound risk management practices as there are some risks associated with
the use of technology (Rajshekar 2001, Kamakodi and Khan 2008).
As a result, these efforts have enabled the banks to became more
customer focal and now banks agent, alternative to the traditional service
delivery (face to face), have started to use “voice to voice” (telephone support
system) and “bit to bit” (online service delivery). Technology in turn allows
the branches to concentrate on cross selling and up selling product to
customers rather than functioning as pure service outlets. Furthermore, it
helps bank to act proactively in the face of changing trend like e-banking.
Though, at present the concept of e-banking in India is not new, it has
been limited to metro cities only. In order to race ahead in global economic
competition to serve the customers better and keep the cost of transaction
low, a wider range of customers are required.
In India very little research has been done to understand the various
factors or determinants which affect the use of e-banking services, and
how demographic factors are shaping the relationship between e-banking
users and their use of e-banking service. This study endeavors to fulfill
this gap up to some extent. This information will be fruitful to banking
institutions to evaluate and re-assess its existing marketing strategies in
order to attract new customers and to retain their existing customer base.

2. Literature Review
2.1. Technological Developments in Banks
This development and acceptance of e-technology in banking industry
over the last decade has posed a strong competitive pressure on remaining
FOCUSWTO.IB • January-March 2019 (Vol. 21 No. 1)
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Indian banks (government/public
sector/private sector) to respond
immediately to remain competitive
(Kannabiran and Narayan, 2009).
This competitive pressure has led
the way for banks to go for IT as a
strategic tool to examine the recent
development in the banking
industry and understanding its
impact on banking relationships.
Now banking in India is not only
confined to brick and mortar banks
where customers have to visit the
branch in person to withdraw or
deposit cash/cheque, make a
request for account statements, and
many more. Today, through internet
banking, most of the banking
services (like account enquiry, cash
withdrawal, third party transfer,
bill payments, ticket booking, mobile
recharge, etc.) can be accessed
online anytime and anywhere
customer wants.
Zeithaml and Bitner (2012)
have pointed out some benefits,
challenges and reasons to worry
about the use of internet for banking
services:
Benefits: (i) Consistent delivery
for standardized services, (ii) Low
cost, (iii) Customer conveniences,
(iv) Wide distribution, (v) Customer
choice and ability to customize, and
(vi) Quick customer feedback.
Challenges: (i) Customer is
active not passive, (ii) Lack of the
control of electronic environment,
(iii) Price competition, (iv) Inability
to customize with highly
standardized service, (v) Lack of
consistency due to customer
involvement, (vi) Requires changes
in consumer, and (vii) Competition
from widening geographics.
Reasons to worrying of customers:
(i) Someone might steal their

personality, (ii) They may reveal
information about them in the cyber
space, (iii) Personal information
they give might be sold or stolen,
(iv) They may enter their credit card
number on fake website, (v) The
government may give out your
home address, social security
number and other personnel
information online, and (vi)
Someone you know may use your
computer to spy on you.
A study conducted by Daniel
Nilsson in Sweden and Estonia
reveals that Swedish users are
demographically heterogeneous
whereas Estonian users can be
segmented according to age,
gender, education, and income.
Poon and Tan in their article
“Spread of E-banking in Malaysia:
A Consumer Perspective” (2008)
defined their objective of the study
to finding the factors that affect the
use of e-banking and benefits
gained from it. Their study was
based on primary qualitative data
wherein questionnaires were
administered face to face 200
respondents and to show their
responses on expectation 5-point
Likert scale was prepared. They
concluded that the major affection
factors in adoption of e-banking
service are internet accessibility,
awareness, cost, trust, and ease of
use, etc., while advantages of it for
customers are modest when
compared to e-banking.
Jamal and Naser (2002) in their
study “Customer satisfaction and
retail banking: An assessment of
some of the key antecedents of
customer satisfaction in retail
banking” proposed the objective
that what the level of the core,
relational and tangible dimensions
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of service quality in customer
satisfaction, how the customer
expertise and demographic factors
moderate the effects of various
dimensions of service quality in
customer satisfaction process. They
formed stepwise regression to take
care of multicollinarity and used
MANOVA to measure demographic influences. He concluded
that demographic factors do have
an influence over core and relation
dimensions of service quality and
on consumers’ satisfaction.

3. Model Framework
and Hypothesis
Development
Model 1: Model of E-Banking
Users and Consumers’
Demographics:
Consumers’ demographics
represent what the consumers are
the way they describe themselves.
In our study four demographic
factors like - age, gender, education,
and income are studied that are
related to individuals’ use of
e-banking technology.
Age: Research on this aspect
shows that young generation and
middle aged people are more
frequent e-banking users while
elderly customers generally prefer
to conduct their transaction with
bank employees instead of through
technological channels.
Education: A little amount of
literature is available to examine the
relationship between education
attainments and e-banking uses;
but whatever are available show
that with a high level of education
attainments it is more often that
consumer will use e-banking
techniques.
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Income: Literature survey shows
that consumers with high income
show a greater tendency to use
e-banking service.
Employment Level: Previous
research and recent industry
reports also indicate that
individuals
involved
in
professional jobs or employments
tend to use more e-banking services.
H1 : Demographic factors have an
impact on individuals’ use of
e-banking use behaviour.
H1A : Age has positive effect on
e-banking use behavior.
H1B : Education has positive effect
on e-banking use behaviour.

demographic variables and type of
e-banking service dimensions. My
hypothesis is:
H2 : Demographic factors have an
impact on individuals’ use of
e-banking service dimensions.
FIGURE 2
DEMOGRAPHIC VARIABLES AND
E-BANKING SERVICE DIMENSIONS
Age
Education
Income

Use of Type of
E-banking
Service

Gender

H1C : Income has positive effect on
e-banking use behaviour.
H1D : Employment has positive
effect on e-banking use
behaviour.

H2B : Education has positive effect
on use of e-banking service
dimensions.

FIGURE 1

Age
Education
Income

E-banking
Use Behaviour

Employment

Model 2 : Model of E-service
Dimensions
In our study number of services
offered under e-banking service are
classified under two broad
dimensions - first is ATMs and
second is other automated services
like voice response system, direct
deposit, etc. This is just done to
make analysis simple and
comparative. Here we will try to
show the dependence between these

So, study sub-hypotheses are,
H3A : Customers’ awareness has
positive effect on use of
e-banking service dimensions.
H3B : Customers’ experience has
positive effect on use of
e-banking service dimensions.
H3C : Customers’ knowledge has
positive effect on use of
e-banking service dimensions.

So, study sub-hypotheses are,
H2A: Age has positive effect on use
of
e-banking
service
dimensions.

DEMOGRAPHIC FACTOR AND
E-BANKING USE BEHAVIOUR

H3 : Customer’s expertise has an
impact on individuals’ use of
e-banking service dimensions.

H2C : Income has positive effect on
use of e-banking service
dimensions.
H2D: Gender has positive effect on
use of e-banking service
dimensions.
Model 3: Model of Consumers’
Expertise and Uses of E-banking
Services
Research available on it shows
that – first, for more expertise person
it is more often that he/she will not
only use but also more frequently
use the e-banking service and also
are choosy about type of e-banking
dimensions and second, more
expertise person perceives more
from e-banking service on quality
aspect and so are less satisfied with
the performance of e-banking
service provided by bank. Thus, we
hypothesized that:

FIGURE 3
MODEL OF CONSUMERS’
EXPERTISE AND USES OF TYPE OF
E-BANKING SERVICES
Awareness
Experience
Knowledge

Use of Type of
E-banking
Service

Model 4 : Model of Consumers’
Expertise and More Often Uses
of E-Banking Services
Our hypothesis is
H4 : Customers’ expertise has an
impact on usage frequency of
e-banking service.
So, study sub-hypotheses are,
H4A : Customers’ awareness has
positive effect on usage
frequency of e-banking
service.
H4B : Customers’ experience has
positive effect on usage
frequency of e-banking
service.
H4C : Customers’ knowledge has
positive effect on usage
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frequency of e-banking
service.
FIGURE 4
MODEL OF CONSUMERS’
EXPERTISE AND FREQUENCY OF
USE OF E-BANKING SERVICES
Awareness
Experience
Knowledge

Frequency of
Use of
E-banking
Service

4. Research Methodology
A structured questionnaire was
developed and administered to
e-banking customers from rural
parts of a south-Indian state. The
questionnaire has two parts; first
part was related to demographic
profile, and second part was related
to customers’ opinion. Under the
demographic profile part the factors
taken into account were age, gender,
marital status, educational
qualification, monthly income and
bank they are using and some
questions were related to their
knowledge about e-banking, kind of
technology they were using more
frequently and their view on
necessity of human contact and
whether e-banking will replace
completely branches. In order to
make sample unit more appropriate
and sample size more relevant,
qualitative measures like age was
put under four open-ended class
intervals (like below 25, 26-35, 3645 and above 45), And the second
part was also classified under two
subheadings; first part is related to
know the customers’ opinion on
benefits of using e-banking and
second part was related to the
description of the factors that affects
the uses of e-banking by the
customers. The overall 23 factors

were grouped under seven
headings, e.g., Influencers, Trust,
Convenience, Ease of Use, Costs,
Security, Awareness, and Customer
expertise. All quantitate variables
were measured using five-point
Likert scale (1 for strongly disagree
and 5 for strongly agree).
All questionnaires were served
by the administered research
scholars only during the month of
March, i.e., from 10-20 March. This
period was taken in order to avoid
bias of more frequent use of
e-banking services in last first ten
days or last ten days of months or
bias of more frequent or less frequent
use of e-banking services. The
persons using e-banking services
were the sampling space and
response rate of the questionnaires
was 58 and 45 per cent of the
questionnaire was finally taken for
analysis because rests were either
not filled completely or properly.
This results in a final sample size
of 324 users of e-banking services.

5. Data Analysis
5.1 Sample Characteristics –
Demographic Profile
In the sample, 167 respondents
(50.9%) were under the age of 25
years, 147 respondents (45.4%)
people were of age between 26 and
35 years; and 10 respondents (3.1%)
were of age ranging from 36 to 45
years. Further, majority of the
respondents, i.e. 240 people (74.1%)
were male and 87 respondents
(26.9%) were married. In terms of
educational qualification, only 27
respondents (8.3%) were postgraduate or above, 152 respondents,
i.e. 46.9 per cent respondents were
graduate, 112 respondents (35.6%)
have completed their intermediate/
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senior secondary education, and
remaining 33 respondents have
never attended the school. In terms
of income, 54 per cent sample units
were between `15,000 and `20000
and of 28.8 per cent sample unit
were greater than `20,000. The
percentages of people whose
incomes were less than `10,000
were merely 6.6 per cent and 10.0
per cent were of income group
`10,001-15,000.
The data shows that 16.6 per
cent of the sample were using
e-banking one time/month, 57.2 per
cent of the sample were using two
to three times per month, and 15.6
per cent of the sample were using
only one time per month. As long
as necessity of human contact is
concerned, 84.7 per cent people feel
that it is necessary and only 22.5
per cent people feel that
e-Technology based channels will
completely replace the branches.
5.2 Models Description,
Hypothesis Testing, and
Result Analysis
For hypothesis-testing a series
of chi-square tests have been
performed for each separate model.
Following the hypothesis testing
procedure, for each sub-hypothesis,
study tested for null hypothesis. If
the resulting chi-square value is
exceeding the recommended cut-off
scores, then study concludes that
there is enough empirical evidence
to reject the null-hypothesis and
hence support the alternate
hypothesis which is actually our
proposed hypothesis. Following is
the result of these chi-square tests
for each research model:
Model 1: It tests if demographic
factors (a) age, (b) education, (c)
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income, and (d) employment have
an association with e-banking use.
Following Table 1-A to Table 1-D
present the important chi-square
test statistics regarding each subhypothesis:
H1-A: Age and E-banking Use
Null H1-A: There is no
relationship between age and often
use of e-banking service.
Alternate H1-A: There is
relationship between age and often
use of e-banking service

Result Analysis: Since asymp.
sig (2 sided) of chi-square is less
than 0.05, therefore our data do not
give sufficient evidence to support
the null hypothesis (H1-A) so we
will accept the alternative
hypothesis (H1-A) that there is
association between age and often
use of e-banking service. In other
words, often use of e-banking
service and age are not
independent.
H1-B:
Education
E-banking Use

and

TABLE 1 A
CHI-SQUARE TEST
Value
Pearson chi-square
Likelihood Ratio
Linear-by-Linear Association
Valid Cases (N)

96.651a
91.670
1.294
320

DF

Asymp. sig (2 sided)

8
8
1

0.000
0.000
0.255

Symmetric Measures
Value

Approx. Sig.

0.550
0.389
0.482
320

0.000
0.000
0.000

TABLE 1B
CHI-SQUARE TEST

Pearson Chi-Square
Likelihood Ratio
Linear-by-Linear Association
N of Valid Cases

50.488
65.642
1.101
320

a

Result Analysis: Since asymp.
sig (2 sided) of chi-square is less
than 0.05, therefore our data do not
give sufficient evidence to support
the null hypothesis so we will
accept the alternative hypothesis
that implies that there is association
between educational qualification
and often use of e-banking service.
In other words, often use of
e-banking service and educational
qualification are not independent.
H1-C: Income and E-banking

6 cells (40.0%) have expected count less than 5. The minimum expected
count is 0.19.

Value

Alternate H1-B: There is
relationship between education and
often use of e-banking service.

Use

a.

Phi
Cramer’s V
Contingency Coefficient
N of Valid Cases

Null H1-B: There is no
relationship between education and
often use of e-banking service.

DF

Asymp. sig (2 sided)

8
8
1

0.000
0.000
0.294

Null H1-C: There is no
relationship between monthly
income and often use of e-banking.
Alternate H1-C: There is
relationship between monthly
income and often use of e-banking.
Result Analysis: Since asymp.
sig (2 sided) of chi-square is less
than 0.05, therefore our data do not
give sufficient evidence to support
the null hypothesis so we will
accept the alternative hypothesis
that implies that there is association
between monthly income and often
use of e-banking. In other words,
monthly income and often use of
e-banking are not independent.

5 cells (33.3%) have expected count less than 5. The minimum expected
count is .79.

H1-D: Employment Status
and E-banking Use

Symmetric Measures

Null H1-D: There is no
relationship between employment
and often use of e-banking service.

a

Phi
Cramer’s V
Contingency Coefficient
N of Valid Cases

26

Value

Approx. Sig.

0.397
0.281
0.369
320

0.000
0.000
0.000

Alternate H1-D: There is
relationship between employment
and often use of e-banking service.
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Result Analysis: Since asymp.
sig (2 sided) of chi-square is less
than .05, therefore our data do not
gives sufficient evidence to support
the null hypothesis so we will
accept the alternative hypothesis
that implies that there is association
between employment status and
often use of e-banking service. In
other words, often use of e-banking
service and employment status are
not independent.
Model 2: It tests if
demographic factors (a) age, (b)

education, (c) income, and (d)
employment have an association
with type of e-banking service use.
To test each sub-hypothesis, a
separate chi-square test has been
performed. Following Table 2-A to
Table 2-D presents the important
statistics regarding each subhypothesis:
Hypothesis 2-A: Age and Type
of E-banking Service Used
Null H2-A: There is no
relationship between age and use
of e-banking service dimensions i.e.,

TABLE 1C
CHI-SQUARE TEST
Value
Pearson Chi-Square
Likelihood Ratio
Linear-by-Linear Association
N of Valid Cases

137.522
130.960
12.019
320

a

DF

Asymp. sig (2 sided)

12
12
1

0.000
0.000
0.001

a

8 cells (40.0%) have expected count less than 5. The minimum expected
count is .38.
Symmetric Measures

Phi
Cramer’s V
Contingency Coefficient
N of Valid Cases

Value

Approx. Sig.

.656
.378
.548
320

0.000
0.000
0.000

TABLE 1D
CHI-SQUARE TEST
Value
Pearson Chi-Square
Likelihood Ratio
Linear-by-Linear Association
N of Valid Cases

111.033
116.212
18.139
320

a

DF

Asymp. sig (2 sided)

20
20
1

0.000
0.000
0.000

a

15 cells (50.0%) have expected count less than 5. The minimum expected
count is .11.
Symmetric Measures
Value

Approx. Sig.

Phi

.589

0.000

Cramer’s V

.295

0.000

Contingency Coefficient

.508

0.000

N of Valid Cases

320
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type of e-technology used more
frequently.
Alternate H2-A: There is
relationship between age and use
of e-banking service dimensions i.e.,
type of e-technology used more
frequently.
Result Analysis: Since asymp.
sig (2 sided) of chi-square is less
than .05, therefore our data do not
give sufficient evidence to support
the null hypothesis (H2-A) so we
will accept the alternative
hypothesis (H2-A) that there is
association between age and type
of technology more frequently used
by customer. In other words, type of
technology more frequently used by
customer and age are not
independent.
H2-B: Education Status and
Type of E-banking Service Used
H2-B: There is no relationship
between education and use of
e-banking service dimensions i.e.,
type of e-technology used more
frequently.
Alternate H2-B: There is
relationship between education and
use of e-banking service
dimensions i.e., type of e-technology
used more frequently.
Result Analysis: Since asymp.
sig (2 sided) of chi-square is less
than .05, therefore our data do not
give sufficient evidence to support
the null hypothesis (H2-B) so we
will accept the alternative
hypothesis (H2-B) that implies there
is association between educational
qualification and type of technology
more frequently used by customer.
In other words, type of technology
more frequently used by customer
and educational qualification are
not independent.
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H2-C: Income Status and Type
of E-banking Service Used
Null H2-C: There is no
relationship between monthly
income and type of technology used
more frequently.
Alternate H2-C: There is
relationship between monthly
income and type of technology used
more frequently.
Result Analysis: Since
asymp.sig (2 sided) of chi-square is
less than .05, therefore our data do
not give sufficient evidence to
support the null hypothesis so we

will accept the alternative
hypothesis that implies that there
is association between monthly
income and type of technology more
frequently used or monthly income
and type of technology more
frequently
used
are
not
independent.
H2-D: Employment Status
and Type of E-banking Service
Used
Null H2-D: There is no
relationship between employment
and use of e-banking service
dimensions.

TABLE 2A
AGE AND TYPE OF E-BANKING SERVICE USED
Chi-Square Tests
Value

DF

Asymp. sig (2 sided)

Pearson Chi-Square

85.976a

8

0.000

Likelihood Ratio

92.958

8

0.000

Linear-by-Linear Association

.182

1

0.669

N of Valid Cases

320

a.

5 cells (33.3%) have expected count less than 5. The minimum expected
count is .97.
Symmetric Measures
Value

Approx. Sig.

Phi

.518

0.000

Cramer’s V

.367

0.000

Contingency Coefficient

.460

0.000

N of Valid Cases

320

EDUCATION STATUS AND TYPE OF E-BANKING SERVICE USED
Chi-Square Tests

a

Pearson Chi-Square

191.811

Likelihood Ratio

181.374

Linear-by-Linear Association
N of Valid Cases
a

0.028

DF

Asymp. sig (2 sided)

16

0.000

16

0.000

1

0.866

320

12 cells (48.0%) have expected count less than 5. The minimum expected
count is 0.58.
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Result Analysis: Since asymp.
sig (2 sided) of chi-square is less
than .05, therefore our data do not
give sufficient evidence to support
the null hypothesis so we will
accept the alternative hypothesis
that implies that there is association
between employment status and
type of technology more frequently
used by customer. In other words,
type of technology more frequently
used by customer and employment
status are not independent.
Model 3: It tests if consumer’s
expertise factors (a) awareness, (b)
experience, and (c) knowledge have
an association with the type of
e-banking service use behaviour. To
test each sub-hypothesis, a separate
chi-square test has been performed.
Following Table 3-A to Table 3-C
present the important statistics
regarding each sub-hypothesis:
H3-A: Awareness and Type of
E-banking Service Use
Null H3-A: There is no
association between customers’
awareness and use of type of
e-banking service used more
frequently.

TABLE 2B

Value

Alternate H2-D: There is no
relationship between employment
and use of e-banking service
dimensions.

Alternate H3-A: There is
association between customers’
awareness and use of type of ebanking service used more
frequently.
Result Analysis: Since asymp.
sig (2 sided) of chi-square is less
than .05, therefore our data do not
give sufficient evidence to support
the null hypothesis so we will
accept the alternative hypothesis
that implies that there is association
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TABLE 2C
INCOME STATUS AND TYPE OF E-BANKING SERVICE USED
Symmetric Measures
Value

Approx. Sig.

Phi

.774

0.000

Cramer’s V

.387

0.000

Contingency Coefficient

.612

0.000

N of Valid Cases

320
Chi-Square Tests
Value

DF

Asymp. sig (2 sided)

Pearson Chi-Square

93.344 a

12

0.000

Likelihood Ratio

96.065

12

0.000

Linear-by-Linear Association

10.152

1

0.001

N of Valid Cases

320

a

6 cells (30.0%) have expected count less than 5. The minimum expected
count is 1.94.
Symmetric Measures
Nominal by Nominal

Value

Approx. Sig.

Phi

.540

0.000

Cramer’s V

.312

0.000

Contingency Coefficient

.475

0.000

N of Valid Cases

320
TABLE 2D

EMPLOYMENT STATUS AND TYPE OF E-BANKING SERVICE USED
Chi-Square Tests
Value

DF

Asymp. sig (2 sided)

Pearson Chi-Square

110.554a

20

0.000

Likelihood Ratio

126.079

20

0.000

1

0.007

Linear-by-Linear Association

7.336

N of Valid Cases

320

a

11 cells (36.7%) have expected count less than 5. The minimum expected
count is .58.
Symmetric Measures
Nominal by Nominal

Value

Approx. Sig.

Phi

.588

0.000

Cramer’s V

.294

0.000

Contingency Coefficient

.507

0.000

N of Valid Cases

320
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between customers’ awareness and
type of e-banking service used more
frequently by customer. In other
words, type of technology more
frequently used by customer and
customers’ awareness are not
independent.
H3-B: Experience and Type of
E-banking Service Use
Null H3-B: There is no
association between customers’
experience and use of type of
e-banking service more frequently.
Alternate H3-B: There is
association between customers’
experience and use of type of
e-banking service more frequently.
Result Analysis: Since asymp.
sig (2 sided) of chi-square is less
than .05, therefore our data do not
give sufficient evidence to support
the null hypothesis so we will
accept the alternative hypothesis
that implies that there is association
between customers’ experience and
type of e-banking service used more
frequently by customer. In other
words, type of technology more
frequently used by customer and
customers’ experience are not
independent.
H3-C: Knowledge and Type of
E-banking Service Use
Null H3-C: There is no
association between customers’
knowledge about e-banking and
use of type of e-banking service more
frequently.
Alternate H3-C: There is
association between customers’
knowledge about e-banking and
use of type of e-Banking service
more frequently.
Result Analysis: Since asymp.
sig (2 sided) of chi-square is less
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than .05, therefore our data do not
give sufficient evidence to support
the null hypothesis so we will
accept the alternative hypothesis
that implies that there is association
between customers’ knowledge
about e-banking and type of
e-banking service used more
frequently by customer. In other

words, type of technology more
frequently used by customer and
customers’ knowledge are not
independent.
Model 4: It tests if consumer’s
expertise factors (a) awareness, (b)
experience, and (c) knowledge have
an association with the frequency
of use of e-banking service. To test

TABLE 3A
AWARENESS AND TYPE OF E-BANKING SERVICE USE
Chi-Square Tests
Value

DF

Asymp. sig (2 sided)

Pearson Chi-Square

56.204a

16

0.000

Likelihood Ratio

65.133

16

0.000

1

0.526

Linear-by-Linear Association
N of Valid Cases

.403
320

a

6 cells (24.0%) have expected count less than 5. The minimum expected
count is 1.94.
Symmetric Measures
Nominal by Nominal

Value

Approx. Sig.

Phi

.419

0.000

Cramer’s V

.210

0.000

Contingency Coefficient

.387

0.000

N of Valid Cases

320

TABLE 3B
EXPERIENCE AND TYPE OF E-BANKING SERVICE USE
Chi-Square Tests
Value

DF
a

Asymp. Sig. (2-sided)

Pearson Chi-Square

65.938

16

0.000

Likelihood Ratio

72.503

16

0.000

Linear-by-Linear Association

3.012

1

0.083

N of Valid Cases

320

each sub-hypothesis, a separate chisquare test has been performed.
Following Table 4-A to Table 4-C
present the important statistics
regarding each sub-hypothesis:
H4-A:
Awareness
and
Frequency of Use of E-banking
Services
Null H4-A: There is no
association between customers’
awareness and more often use of
e-banking technology service.
Alternate H4-A: There is
association between customers’
awareness and more often use of
e-banking technology service.
Result Analysis: Since asymp.
sig (2 sided) of chi-square is less
than .05, therefore our data do not
give sufficient evidence to support
the null hypothesis so we will
accept the alternative hypothesis
that implies that there is association
between customers’ awareness
about e-banking and often use of
e-banking service by the customer
or type of more frequent use of
e-banking by the customer and
customers’ awareness are not
independent.
H4-B:
Experience
and
Frequency of Use of E-banking
Services
Null H4-B: There is no
association between customers’
experience and often use of ebanking technology service.

a

8 cells (32.0%) have expected count less than 5. The minimum expected
count is 2.13.
Symmetric Measures
Nominal by Nominal

Value

Approx. Sig.

Phi

.454

0.000

Cramer’s V

.227

0.000

Contingency Coefficient

.413

0.000

N of Valid Cases

320
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Alternate H4-B: There is
association between customers’
experience and often use of
e-banking technology service.
Result Analysis: Since asymp.
sig (2 sided) of chi-square is less
than .05, therefore our data do not
give sufficient evidence to support
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the null hypothesis so we will
accept the alternative hypothesis
that implies that there is association
between customers’ experience
about e-banking and often use of
e-banking service by the customer
or type of more frequent use of
e-banking by the customer and
customers’ experience are not
independent.

H4-C: Knowledge and
Frequency of Use of E-banking
Services
Null H4-C: There is no
association between Knowledge
about e-banking and often use of
e-banking technology service.
Alternate H4-C: There is
association between Knowledge

TABLE 3C
KNOWLEDGE AND TYPE OF E-BANKING SERVICE USE
Chi-Square Tests
Value

DF

Asymp. sig (2 sided)

Pearson Chi-Square

75.549a

16

0.000

Likelihood Ratio

85.357

16

0.000

Linear-by-Linear Association

3.521

1

0.061

N of Valid Cases

320

a

5 cells (20.0%) have expected count less than 5. The minimum expected
count is 2.03.
Symmetric Measures
Nominal by Nominal

Value

Approx. Sig.

Phi

.486

0.000

Cramer’s V

.243

0.000

Contingency Coefficient

.437

0.000

N of Valid Cases

320
TABLE 4A

AWARENESS AND FREQUENCY OF USE OF E-BANKING SERVICES
Chi-Square Tests
Value
Pearson Chi-Square

39.888

Likelihood Ratio

49.683

Linear-by-Linear Association

.224

N of Valid Cases

320

DF
a

Asymp. Sig. (2-sided)

16

0.001

16

0.000

1

0.636

a

9 cells (36.0%) have expected count less than 5. The minimum expected
count is .38.
Symmetric Measures
Nominal by Nominal

Value

Approx. Sig.

Phi

.353

0.001

Cramer’s V

.177

0.001

Contingency Coefficient

.333

0.001

N of Valid Cases
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about e-banking and often use of
e-banking technology service.
Result Analysis: since asymp.
sig (2 sided) of chi-square is less
than .05, therefore our data do not
give sufficient evidence to support
the null hypothesis so we will
accept the alternative hypothesis
that implies that there is association
between customers’ Knowledge
about e-banking and often use of
e-banking service by the customer
or often use of e-banking by the
customer and Knowledge about
e-banking are not independent.

6. Discussion and
Conclusion
Most of the customers (more
than 75%) believe that e-Technology
in banking service will replace the
Banks’ branches and also human
touch is important for the
customers. But Nobel laureate
Joseph Stiglitz has mentioned that
“for those who still like personal
touch, they can go down to their
local brokerage house, both to as
checks and makes deposits in the
money market funds. Demographic
factors like age, family income,
education and employment and
frequency of using e-banking
services, and type of technology the
customer uses are dependent
factors.
Customers’ expertise and
frequency of using e-banking
services, and type of technology the
customer uses are dependent
factors. Most of the customers (more
than 50%) believes that e-banking
helps both Banks and Customers
but percentage of the customers
who believe e-banking improves
image of Banks using it is less than
those who believe e-banking
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TABLE 4B
EXPERIENCE AND FREQUENCY OF USE OF E-BANKING SERVICES
Chi-Square Tests
Value

DF

Asymp. sig (2 sided)

Pearson Chi-Square

81.974a

16

0.000

Likelihood Ratio

79.469

16

0.000

1.470

1

0.225

Linear-by-Linear Association
N of Valid Cases

REFERENCES

320

a. 11 cells (44.0%) have expected count less than 5. The minimum expected
count is .41.
Symmetric Measures
Nominal by Nominal

Value

Approx. Sig.

Phi

.506

0.000

Cramer’s V

.253

0.000

Contingency Coefficient

.452

0.000

N of Valid Cases

320

TABLE 4C
KNOWLEDGE AND FREQUENCY OF USE OF E-BANKING SERVICES
Chi-Square Tests
Value
Pearson Chi-Square

40.663

Likelihood Ratio

41.986

Linear-by-Linear Association
N of Valid Cases

.429

a

DF

Asymp. sig (2 sided)

16

0.001

16

0.000

1

0.513

320

a. 9 cells (36.0%) have expected count less than 5. The minimum expected
count is .39.
Symmetric Measures
Nominal by Nominal

Value

Approx. Sig.

Phi

.356

0.001

Cramer’s V

.178

0.001

Contingency Coefficient

.336

0.001

N of Valid Cases

320

improves the Competitive position
of Banks.
Managers can go on increasing
Investment
in
e-banking
Technology services that will
improve not only competitive
position but also improve the
Banks’ image. It also provides
competitive advantages by
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factors have associations with more
often use of e-banking service and
also with type of e-banking services
used by customers. So Banks can go
in the right direction in the
investment
in
e-banking
technology.
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reducing transaction and operation
cost and provides faster and easier
services. But managers can’t ignore
the human touch as 84 per cent
people needs it. So Bank managers
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maintain human touch for their
customers. Further demographic
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Relook into Customer Based Brand Equity:
Evidence from Apparel Market in India
Abhilash Ponnam*
The purpose of this study is to examine the practicality and applications of a customer-based
brand equity scale of Pappu et al. (2005) in Indian apparel market. Using Pappu et al.’s (2005)
well-known customer based brand equity scale, this study employed a confirmatory factor
analysis followed by a structure equation modeling to investigate the causal relationships
between the six dimensions of brand equity and overall brand equity for two apparel brands –
Levis and Pepe. The present study used a sample of 547 actual consumers from India.
Though findings validate the CBBE scale Pappu et al. (2005), the importance of each
determinants of CBBE is found to be different for both brands. The paper shows that apparel
brand managers and marketing planners should consider the relative importance of brand
equity in their overall brand equity evaluation, and should concentrate their efforts primarily on
building brand loyalty and image. Since India is one of the world’s fastest-growing apparel
markets, this study also provides important insights about the understanding of Indian
consumers’ perceptions of overall brand equity and its dimensions in other emerging economies
like India.
Key words: Brand Awareness, Customer Based Brand Equity, Measurement (CBBE),
Confirmatory Factor Analysis (CFA), Structure Equation Modeling (SEM).

1. Introduction

B

RAND equity is one of the
popular concepts that have
been equally interested among
academicians and practitioners
over the past decade (Atilgan et al.,
2005). In financial asset valuation
of the firms, brand equity owns a
significant share, which can be
owed to greater fraction of total asset
value endowed to brand during
mergers
and
acquisitions
(Kamakura and Russel, 1991).
Brand Equity, according to
Farqurhar (1991), is the “added
value” which a brand endows a
product. This added value can be

* Narsee Monjee Institute of
Management Studies, Hyderabad.

viewed from the perspective of the
firms, the traders or the consumers.
Added value, when viewed under
financial perspective, is termed as
brand valuation or brand value, a
term adopted by financial
accountants (Wood, 2000). Brand
value is defined as total value of a
brand, which is a separable asset –
when it is sold, or included in a
balance sheet (Feldwick, 1996).
Brand valuation measures estimate
brand value using financial
concepts such as future earnings
(Aaker, 1991), momentum
accounting-based value (Farquhar
et al., 1991), incremental cash flow
(Simon and Sullivan, 1993),
equalization price (Swait et al.,
1993), etc. Added value, when
viewed
under
consumer
perspective, is called customer
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based brand equity (CBBE) (Keller,
1993). Financial perspective of
brand equity is regarded as outcome
of consumer perspective of brand
equity since customer based brand
equity is the driving force for
incremental financial gains to the
firm (Lassar et al., 1995) which in
turn determines brand value.
Several conceptualizations of
customer based brand equity exist.
Various conceptualizations and
measurements of customer based
brand equity with specific reference
to multidimensional measurement
of customer based brand equity are
offered in next section. Further, we
propose to validate Pappu et al.
(2005) (multidimensional) scale for
customer based brand equity
measurement
in
different
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geographical/ cultural/ product
class context and address some of
its limitations.

2. Literature Review
2.1 Customer Based Brand
Equity: Conceptualization
Keller (1993) conceptualized
brand equity as “differential effect
of brand knowledge” and it occurs
“when customer is familiar with the
brand and holds some favourable,
strong and unique brand
associations in the memory”.
According to Keller (1993), top-ofthe mind recall, free associations,
ratings of evaluations and beliefs
are some of the indicative measures
of brand knowledge. Aaker (1991,
p. 15) defined brand equity as “a
set of brand assets and brand
liabilities linked to a brand, its name
and symbol, that add or subtract
the value provided by a product or
service to a firm and/or to that firm’s
customers”. This definition is
regarded as most comprehensive
definition of customer based brand
equity (Motameni and Shahrokhi,
1998). Aaker (1996) conceptualized
brand equity as consisting of four
dimensions, namely brand
awareness, brand associations,
perceived quality, and brand
loyalty.
2.2 Customer based Brand
Equity: Measurements
2.2.1. Unidimensional Measurement
Classical method to estimate
Brand Equity was to include
estimating the part worth of brand
name in conjoint analysis (Green
and Srinivasan, 1978). Later brand
equity was estimated through price
premium endowed due to name.
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This measurement technique is
termed as dollar metric (Aaker,
1991). More sophisticated methods
included, scanner panel data
analysis (Kamakura and Russel,
1993), survey based method (Park
and Srinivasan, 1994), collection of
consumer-based methods (Agarwal
and Rao, 1996) and Bayesian
methods (Sinha and Pappu, 1998).
Except for Bayesian method
proposed by Sinha and Pappu
(1998), other methods discussed
above viewed brand equity as a
unidimensional construct. This
limited their applicability in
managerial context.
2.2.2. Multi-dimensional
Measurement
Yo and Donthu (2001) were
pioneers in attempting to construct
customer based brand equity
measurement scale that could be
used for managerial purposes.
Their scale views brand equity as a
multidimensional construct. This
scale was operationalized based
upon Aaker’s (1996) conceptualization of brand equity. Authors
initially conceptualized brand
equity as consisting of four
dimensions similar to Aaker (1996)
i.e., brand awareness, brand
associations, perceived quality and
brand loyalty. Brand awareness
was operationalized as ability of
consumer to recognize and recall
the brand as a member of certain
product category; brand associations were operationalized as
distinct characteristics that can be
linked in consumer’s memory to a
particular brand; perceived quality
was operationalized as consumer’s
judgment to product’s excellence
and brand loyalty as intention to
buy the brand as primary choice.

Brand associations and brand
awareness, which are theoretically
different constructs, were grouped
into a single construct, as
discriminant validity could not be
established.
Washburn and Plank (2002)
validated this scale and suggested
for more discriminating indicators
that could contribute to brand equity.
Pappu, Quester, Cooksey (2005)
addressed some of the limitations
posed by Yo and Donthu’s (2001)
scale. Their CBBE scale viewed
brand equity as a four-dimensional
construct comprising of brand
awareness, brand associations,
perceived quality and brand loyalty
according to Aaker’s (1996)
conceptualization and could
validate the same. Brand
personality measures were
included in brand association
measurement, which were not
previously captured by Yo and
Donthu’s (2001) scale, thus creating
more discriminating indicators for
CBBE measurement. However,
Pappu et al. (2005) scale posed few
limitations creating a scope for
further research. Brand awareness
was measured on dichotomous
scale. Confirmatory factor
analysis requires indicator
variables to be on continuous
scale. Although the scale has
captured
Aaker’s
(1991)
conceptualization of brand
association, there is a scope to
extend the same by including
Keller’s (1993) conceptualization.
Keller suggested three types of
brand associations as: attribute
based, benefit based and attitude
based. This scale also needs to be
validated in a different cultural
and geographical context to
generalize its applicability.
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So, current study has following
two objectives: (1) To validate
Pappu, Quester and Cooksey’s
(2005) CBBE measurement scale in
a different geographical/ cultural/
product class context; and (2) To
address few of the limitations posed
by Pappu et al. (2005) scale.

3. Research Methodology
Since the aim of this work is to
examine the validity of Pappu
et al.’s (2005) scale in different
contexts, an exploratory factor
analysis followed by confirmatory
factor analysis was considered to
suitable for this study.
3.1. Item Generation and Data
Collection
Retaining Pappu et al. (2005)
scale (with modifications in
personality measurement) and
considering to progress upon the
limitations posed by earlier
researches (Yo and Donthu 2001,
Washburn and Plank 2002, Pappu
et al., 2005), twenty-five items were
generated based on previous
researches in customer based brand
equity and brand personality. Jeans
– the most often used product by
students was chosen with regard to
scale development. Thirty postgraduate students belonging to a
reputed business school in
southern India and hailing from
different parts of the country and
who regularly wear jeans were
asked to name three brands of jeans
based on top of the mind recall.
Levis and Pepe were selected for the
study based on this exercise. 650
questionnaires were distributed
within the same business school
and 547 valid responses were
obtained.

3.2. Data Analysis
Data analysis has been
performed in three steps and each
step had its own objective. The
objective of the first step is to explore
the determinants of customer based
brand equity in the current context.
For this purpose, we ran an
exploratory factor analysis (EFA) on
the scale adopted from Pappu et al.
(2005). After exploring the
determinants of customer based
brand equity, we ensured the
reliability and validity of identified
determinants using confirmatory
factor analysis approach. And
lastly, in the third step, we assessed
the nomological and predictive
validity of these reliable and
validated construct through
structural equation modeling using
AMOS 16.0.
The sample has been divided
into two approximately equal subsamples of size 273 and 274,
respectively. Sub-samples were
selected randomly by selecting
about 50 per cent of the cases option.
The first sub-sample (size 273) has
been used for EFA, and the second
sub-sample (274) has been used for
CFA.
3.2.1. Exploratory Factor
Analysis: Factor Generation
The foremost step in data
analysis is to explore the
determinants of CBBE construct in
current context. To obtain these
determinants, we ran an
exploratory factor analysis using
principal component method with
varimax rotation. Correlation
matrix was used for generating
factors. This step resulted in a sixfactor solution for both the brands
– Levis and Pepe, respectively.
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Adequate KMO (greater than .80)
and significance in Bartlett’s test
(p=0.000) was achieved in both the
cases. Total variance explained by
the factor solution was more than
70 per cent for both the cases.
Moreover, similar factor structure
emerged both for Levis as well as
Pepe. Factors generated correspond
to brand awareness (3 items), brand
personality
(2
items),
organizational associations (3
items), perceived benefits (2 items),
perceived quality (3 items) and
brand loyalty (3 items). New factor
structure retained Pappu et al.
(2005) scale. Analysis was
performed using SPSS 16.0. (Refer
appendix A for the scale)
Items corresponding to
Attitude, a construct which will be
later used in the study, were
independently factor analyzed. A
single factor solution was obtained
for both Levis and Pepe with
adequate KMO (greater than .80)
and significance in Bartlett’s test
(p=0.000). (Refer Scale for the items).
3.2.2. Confirmatory Factor
Analysis: Assessing
Reliability and Validity
After identifying the CBBE
dimensions in the current context,
our next objective is to assess the
reliability and validity of proposed
dimensions. For this purpose, a
confirmatory factor analysis using
AMOS 16.0 was done on a different
sample. Here two separate
measurement models, each for Levis
and Pepe, have been analyzed (See
Figures 1 & 2) on different subsample (274).
Both the measurement models
have adequate model fit with chisquare value (degree of freedom) of
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FIGURE 1
MEASUREMENT MODEL OF LEVIS

FIGURE 2

142.499 (df = 89, p< 0.000) for Levis;
and 159.375 (df = 104, p<0.000) for
Pepe brand. For both measurement
models, as suggested by Hair et al.
(2008) for adequate model fit, the chisquare to degree of freedom ratio is
significantly less than the
recommended value of 4.0
(p<0.000). Moreover, the other
goodness-of-fit indices (CMIN/df,
GFI, AGFI, NFI, CFI) and badnessof-fit indices (RMSR, RMSEA) have
also been estimated to ensure
satisfactory model fit (Byrne 2010)
for both the brands. (Refer Table 1
for model fit indices for
measurement models)
As shown in Table 1, all the
goodness-of indices values are well
above the desired cut-off of 0.9 and
badness-of-fit (RMSR, RMSEA)
values are below the desired cut-off
point 0.10 and 0.007 for both brands,
Levis and Pepe (p<0.000),
respectively.

MEASUREMENT MODEL OF PEPE

3.2.3. Measurement Reliability of
Individual Constructs
Comprising Brand Equity
Fornell and Larcker (1981) have
emphasized both on measurement
of item reliability as well as
construct reliability. Reliability of
each item is measured by squared
multiple correlation (SMC). SMC
represents the amount of variance
explained by an individual
indicator/construct of its respective
factor; and is measured by square
of its (indicator’s) standardized
factor loading on its corresponding factor. Bagozzi and Yi
(1988) have suggested that
measurement items having SMC
value greater than 0.30 can be
considered as reliable measure for
respective construct. Column 4 of
Table 2 (A & B) shows that all
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TABLE 1
MODEL FIT INDICES FOR MEASUREMENT MODELS
Model fit Indices

Recommended
Value*

Measurement
Model (Levi)

Measurement
Model (Pepe)

Chi-square to degree of freedom ratio (CMIN/df)

3.000 or below

1.601

1.522

Goodness of fit index (GFI)

0.900 or above

0.931

0.942

Adjusted goodness of fit index (AGFI)

0.800 or above

0.906

0.914

Normed fit index (NFI)

0.900 or above

0.926

0.936

Comparative fit index (CFI)

0.900 or above

0.929

0.976

Root mean square residual (RMSR)

0.100 or below

0.087

0.070

Root mean square of error approximate (RMSEA)

0.070 or below

0.064

0.043

* Recommended values as suggested by Anderson and Gerbing (1988) and Hair et al. (2008).

values of SMC are greater than
cutoff of 0.30 suggested by Bagozzi
and Yi (1988).
Reliability of each construct is
assessed by two ways: Cronbach
alpha () and Composite
reliability (CR). Cronbach (1951)
advised that composite reliability
is also a measure of internal
consistency and is parallel to
Cronbach alpha value (); except
that later one priori assumes that
each item contributes equally to its
respective factor. He also
proposed that for each construct,
both values (composite reliability
and cronbach alpha) should be
close to each other. As in Table 2
(A) and Table 2 (B), for each brand,
both CR and  value are very close
to each other, and also both values
are above the acceptable cut-off
criterion of 0.7 suggested by Hair
et al. (2008). Thus, adequate
measurement reliability has been
achieved for each construct
comprising CBBE. Similar
analysis was performed for
attitude construct, which will be
used later in this study.

3.2.4. Examining Construct
Validity of Individual
Constructs Comprising
Brand Equity
Hair et al. (2008) have advised
that in CFA, construct validity can
be judged through convergent
validity and discriminant validity.
The same measurement model was
applied both for Levis and Pepe,
separately. Convergent validity has
been ensured through three
measures, namely the standardized
 0.5), average
factor loading (
variance explained (AVE  0.5), and
construct reliability value (CR  0.7)
(Hair et al., 2008). As shown in Table
2 (A) and Table 2 (B), all the abovementioned measurement values are
well above the desired cut-off values,
hence convergent validity holds for
each construct.
There are two ways to assess
discriminant validity: Pair-wise
construct comparison method
(Bagozzi and Philips 1982,
Anderson and Gerbing 1988,
Bagozzi and Yi 1988) and
comparison of shared variance
between factors with the average
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variance explained by individual
factor (Fornell and Larcker 1981). In
pair-wise comparison method, we
compare all the 15 possible pairs for
6 factors separately. For each pair,
the chi-square value of full model
was compared with the chi-square
value of the collapsed model. In the
collapsed model, the model is same
as full model but the one pair of
target factors were constrained to
have a correlation value of 1. If the
chi-square value of full model is
greater than that value of collapsed
model; then full model is reflecting
better fit than collapsed model. That
means that both collapsed factors
are discriminant, and if we collapse
them model fit will decrease
(Anderson and Gerbing 1988,
Bagozzi and Philips 1982, Hair et
al. 2008). Here, as shown in Table 3,
for both brands, for each change in
degree of freedom, the corresponding change in chi-square value is
more than four. For any change in
degree of freedom, the corresponding minimum change chi-square
value is 18.7 for Levis brand and
11.2 for Pepe brand, which is greater
than recommended value of 4.0.
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TABLE 2 A
MEASUREMENT RELIABILITY OF ITEMS AND CONSTRUCTS (LEVIS)
Construct

Item



SMC

CR



AVE

Awareness

AW1

0.693

0.480

0.828

0.825

0.634

AW2

0.887

0.787

PR1

0.757

0.573

0.845

0.841

0.582

PR2

0.769

0.591

OA1

0.767

0.588

0.923

0.919

0.546

OA2

0.728

0.530

OA3

0.721

0.520

PB1

0.710

0.504

0.923

0.921

0.670

PB2

0.782

0.612
0.933

0.928

0.553

0.905

0.903

0.584

Personality
Organizational Associations

Perceived Benefits

Perceived Quality

Brand Loyalty

PB3

0.946

0.895

PQ1

0.805

0.648

PQ2

0.617

0.381

PQ3

0.793

0.629

BL1

0.674

0.454

BL2

0.837

0.701

BL3

0.773

0.598

Note (Abbreviation): S.D. = Standard Deviation,  = Standardized Factor Loading, SMC = Squared Multiple
Correlation, CR = Composite Reliability,  = Cronbach Alpha, AVE= Average Variance Explained.
TABLE 2 B
MEASUREMENT RELIABILITY OF ITEMS AND CONSTRUCTS (PEPE)
Construct

Item



SMC

CR



AVE

Awareness

AW1

0.762

0.581

0.929

0.921

0.609

AW2

0.857

0.573

AW3

0.921

0.674

PR1

0.781

0.61

0.934

0.929

0.614

PR2

0.823

0.677

PR3

0.745

0.555

OA1

0.927

0.859

0.952

0.938

0.701

0.920

0.916

0.607

0.944

0.941

0.561

0.908

0.901

0.566

Personality

Organizational Associations
Perceived Benefits

Perceived Quality

Brand Loyalty

OA2

0.736

0.542

PB1

0.725

0.526

PB2

0.793

0.629

PB3

0.816

0.666

PQ1

0.844

0.712

PQ2

0.550

0.303

PQ3

0.817

0.667

BL1

0.697

0.486

BL2

0.773

0.598

BL3

0.785

0.616

Note (Abbreviation): S.D. = Standard Deviation,  = Standardized Factor Loading, SMC = Squared Multiple
Correlation, CR = Composite Reliability,  = Cronbach Alpha, AVE= Average Variance Explained.
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Hence discriminant validity was
achieved for both brands, Levis and
Pepe (Hair et al. 2008).
Moreover, we also assessed
discriminant validity by comparing
the correlation among constructs
with the square-root values of
average variance explained. Table

4 (A) presents the correlation matrix
of constructs for Levis brand and
Table 4 (B) presents the same for
Pepe brand. In each correlation
matrix, non-diagonal elements are
covariance among constructs and
diagonal elements are square root
of average variance explained by

that construct. Fornell and Larcker
(1981) suggested that, for
discriminant validity, the diagonal
value should be greater than nondiagonal values. Table 4 (A & B)
clearly show that, for both brands,
all six factors comprising CBBE are
different from each other.

TABLE 3
PAIR-WISE CONSTRUCT COMPARISON FOR DISCRIMINANT VALIDITY
Model

Chi-square value*
(d.f.) for Levi

Chi-square value*
(d.f.) for Pepe

Original Model

142.6 (89)

159.4 (104)

Awareness and Personality

168.1 (90)

172.7 (105)

Awareness and Organizational Associations

188.5 (90)

192.6 (105)

Awareness and Perceived Benefits

185.7 (90)

196.8 (105)

Awareness and Perceived Quality

170.6 (90)

177.8 (105)

Awareness and Brand Loyalty

171.7 (90)

205.0 (105)

Personality and Organizational Associations

180.4 (90)

175.6 (105)

Personality and Perceived Benefits

191.5 (90)

188.4 (105)

Personality and Perceived Quality

167.2 (90)

170.6 (105)

Personality and Brand Loyalty

161.3 (90)

187.8 (105)

Organizational Associations and Perceived Benefits

213.2 (90)

189.6 (105)

Organizational Associations and Perceived Quality

182.9 (90)

178.6 (105)

Organizational Associations and Brand Loyalty

181.3 (90)

191.3 (105)

Perceived Benefits and Perceived Quality

193.9 (90)

178.2 (105)

Perceived Benefits and Brand Loyalty

180.0 (90)

189.1 (105)

Perceived Quality and Brand Loyalty

163.5 (90)

191.4 (105)

* For each comparison model, for both brands, chi-square value is significant at p< 0.000.
TABLE 4 A
COMPARISON OF INTER-CONSTRUCT CORRELATION WITH AVE FOR DISCRIMINANT VALIDITY (LEVIS)c,d
Constructs
AW

AW

PR

OA

BN

BL

(0.796)

PR

0.560***

OA

0.328***

0.557***

BN

0.128**

0.151**

0.029 (ns)

PQ

0.532***

0.662***

0.518***

0.162**

0.647***

0.413***

0.221**

BL

PQ

0350***

(0.763)
(0.739)
(0.816)
(0.744)
0.605***

(0.764)

Note: c =diagonal elements are square-root of average variance explained; d=Non-diagonal elements are correlation
between constructs. (***p<0.000, **p<0.01, p<0.1)
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TABLE 4 B
COMPARISON OF INTER-CONSTRUCT CORRELATION WITH AVE FOR DISCRIMINANT VALIDITY (PEPE)c,d
Constructs

AW

AW

(0.796)

AW

(0.780)

PR

OA

BN

PR

0.597***

OA

0.262**

0.286**

BN

0.405***

0.324***

0.353***

PQ

0.527***

0.464***

0.419***

0.624***

BL

0.312***

0.306***

0.303***

0.550***

PQ

BL

(0.784)
(0.837)
(0.779)
(0.749)
0.442***

(0.753)

Note: c =diagonal elements are square-root of average variance explained; d=Non-diagonal elements are
correlation between constructs. (***p<0.000, **p<0.01, p<0.1)
FIGURE 3
STRUCTURAL MODEL
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3.2.5. Examining Nomological
Validity of Individual
Constructs Comprising
Brand Equity

comprising consumer based brand
equity (Aaker, 96; Keller, 93).

Nomological validity was
ascertained by structural equation
modeling using AMOS 21.0. A
structural model has been
constructed (See Figure 3) with a
dependence relationship shown
between
multidimensional
endogenous brand equity
construct and attitude towards the
brand. Attitude was considered as
dependent variable because
previous researchers cite an
association between the attitude
towards brand and construct

Two different structural
models, separate for both brands,
Levis and Pepe, were analyzed.
The model-fit indices (CMIN/df,
GFI, AGFI, CFI, NFI, RMSR, and
RMSEA) were also acceptable for
both Levis brand as well as Pepe
brand. As shown in Table 5, the
measurement models of both the
brands are demonstrating
adequate model fit. The chi-square
value of structural model for Levis
brand is 290.485 with 168 degree
of freedom (p<0.000); and that for
Pepe brand is 223.5 with 149
degree of freedom (p<0.000). The

chi-square to degree of freedom
ratio is also less than 4.0 for both
the brands (Refer Table 5). That
means the overall relationship
between measurement items and
respective
construct;
and
dependence relationship of CBBE
constructs on attitude is also demonstrating good model fit value. Thus,
the nomological validity exists.
3.2.6. Examining Predictive
Validity of MultiDimensional Brand Equity
Construct
Finally, predictive validity has
been ascertained by estimating the
path co-efficients value of

TABLE 5
MODEL FIT INDICES FOR STRUCTURAL MODELS
Model fit Indices

Recommended
Value*

Measurement
Model (Levi)

Measurement
Model (Pepe)

Chi-square to degree of freedom ratio (CMIN/df)

3.000 or below

1.729

1.500

Goodness of fit index (GFI)

0.900 or above

0.915

0.931

Adjusted goodness of fit index (AGFI)

0.800 or above

0.887

0.903

Normed fit index (NFI)

0.900 or above

0.769

0.924

Comparative fit index (CFI)

0.900 or above

0.880

0.973

Root mean square residual (RMSR)

0.100 or below

0.089

0.077

Root mean square of error approximate (RMSEA)

0.070 or below

0.070

0.041

*Recommended values as suggested by Anderson and Gerbing (1988) and Hair et al. (2008).
TABLE 6
ASSESSING PREDICTIVE VALIDITY
Relationship

Path Coefficient for Levi

Result

Path Coefficient for Pepe

Result

AW

ATT

0.256***

Supported

0.199***

Supported

PR

ATT

0.719***

Supported

0.088*

Supported

OA

ATT

0.170***

Supported

0.075*

Supported

BN

ATT

0.322***

Supported

0.116**

Supported

PQ

ATT

0.543***

Supported

0.125**

Supported

BL

ATT

0.542***

Supported

0.076*

Supported

Note = ***p<0.000, **p<0.01, p<0.1.
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dependence relationship between
CBBE constructs and attitude
towards brand. As shown in Table
6, predictive validity of Levi’s brand
is sounder than that of Pepe brand.
For the Levi’s brand, brand
personality is the strongest
predictor of brand equity. For Levi’s,
perceived quality and brand loyalty
both are also found to be major
predictor of forming attitude
towards the brand. For Pepe brand,
brand awareness appears to be
strongest predictor of attitude
towards the brand. For Pepe brand,
except perceived benefit and brand
awareness, construct comprising
attitude are weak predictor of
attitude towards the brand. Thus,
predictive validity for sixdimensional brand equity construct
proposed in this paper could be
established.
4.

Conclusion and Limitation of
the Study

This scale validates Pappu et
al. (2005) scale as current factor
structure retains all the items of
Pappu et al. (2005) scale. Brand
associations comprising of brand
personality and organizational
associations as described by
Aaker (1996), load as two different
factors. Experiential and symbolic
benefits, which are considered as
brand associations by Keller
(1993) that previously didn’t
deserve a mention in CBBE
measurement
scales
are
considered in this scale and they
load as a separate factor. Hence
this scale has attempted to improve
upon previous scales by adding
more discriminating factors as
suggested by Washburn and
Plank (2002). Brand awareness,

42

which was dichotomously scaled
single item construct in previous
researches, is continuously scaled
in current measurement and it
could be coded as a multi-item
construct. Such a measurement
becomes indispensable in
Confirmatory Factor Analysis as
the method requires indicator
variables to be interval scaled and
a minimum number of three
indicator variables for each
exogenous construct. This
requirement
which
was
previously ignored is met in this
study.
This study also suffers from
several limitations. The study
considered only student sample,
which however could be partially
justified by selection of product
category that is extensively used
by students. Demographics of the
sample don’t show a wide
variation except for geographic
variation. The study only used one
product class. More discriminating factors with wide variation
in demographics and product
classes could bring better validity
to the scale. It is suggested that
researchers of Customer based
brand equity should also use
discriminating factors inspired
from Keller’s (1993) conceptualization and other competing
customer based brand equity
models to make the scale more
robust and more relevant for
managerial purposes. Current
scales are impervious to direct
measure of competition. Inclusion
of perception of performance of
brand with respect to competition
in CBBE measurement could serve
as a future research direction for rich
progress in CBBE measurement.
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Perspectives on International Marketing

A

N increasingly integrated and globalized world means that there
would be more inter-nation trade in goods and services. Increase in
international foreign trade with the passage of time is therefore a given in
today’s context. It therefore becomes all the more important to study the
behavior and attitude of consumers that are contingent on such realities
especially if it pertains to understanding the competitive edge gained by
specific nations. In the light of this perspective, considerable research has
been done on how consumers have a bias for or against goods produced
or assembled in a specific country. The level of development of the nation
in question may provide a favourable or unfavourable opinion to the
consumer about a given foreign good vis-à-vis similar goods produced in
the home country. This bias for or against, is termed as country of origin
effect. These biases generally are based on perceptions of quality of the
goods in question (Elliott and Cameron, 1994). Tse and Gorn (1993) have
shown that these effects are valid even for so-called global brands and for
new products. The existence of the country of origin effect has been
validated over time, with majority of studies in this area being in its favour.
Al-Sulaiti and Baker (1998) provide an extensive literature review of
country of origin effects and debate the issues of the magnitude of this
effect and the actual way in which this effect is incorporated. This,
according to Elliott and Cameron (1994), has not been finally settled. Here,
it is important to note that country of origin can be defined differently –
meaning the country where the headquarters of the company (the corporate
brand name) is located (Ozsomer and Cavusgil, 1991), where the goods
are produced or assembled (Bilkey and Nes, 1982; Papadopoulos, 1993)
or the country specified with the words made in (Chasin and Jaffe, 1979).
Many times the brand name is a signal of quality (Ross, 1988).
Taking forward the standardization debate popularized by Levitt
(1983), Dawar and Parker (1995) have identified major marketing
universals for consumer segments and specific product categories across
the world, considering multiple definitions of culture. They have shown
brand name, price, physical appearance and retailer reputation as major
signals of product quality. They have further showed that for some cultures
like the nation of US, brand name is the more prominent cue after studying
these universals in terms of relative and absolute importance. Interestingly,
they have left out country of origin as a cue for quality. The interaction
effects of individual, social and cultural factors along with those of product
categories and market contexts make the results of Dawar and Parker
(1995) a lot less conclusive. Thus, considering the opinion of Samiee (1994)
that certain brands have country of origin very obvious by their very name
– Sony for Japan and IBM for the US it becomes all the more interesting to
see if these quality associations differ significantly in other contexts. The
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case for studying the Indian context
has been made stronger by Batra et
al. (2000) who say that India as the
choice for local for testing such
effects is very appropriate. They
have shown the effects of brands of
local and non-local origin affect
consumer attitudes differently in the
context of developing nations after
moderating for ethnocentrism,
product category familiarity and
susceptibility to normative
influences. This they have opined
is due to the exotic connotations
attributed to non-local origin
products. However, the authors
have not taken into account the
marketing efforts behind these. Also,
the choice of products has limited
non-local origins in terms of a few
developed nations. The role of
symbolic meaning of products
beyond the brand is also a
dimension the authors have failed
to adequately address.
Considering what provides
success to firms entering the Indian
and Chinese markets Johnson and
Tellis (2008) have provided a
conceptual framework based on
firm differentiation (strategy and
resources and host-home location)
and country differentiation (hosthome location and host country
characteristics). They attribute firm
performance to historical success
measured using variables like entry
mode and timing, firm size,
economic distance, cultural
distance, country risk and openness
using suitable proxies. They find
that more openness and lower risk
reduces likelihood of success and
that China is easier to succeed in
than India. They also find that small
firms succeed more than larger ones
and reiterate that modes of entry
that provide greater control aid
firms to succeed more. They thus
encourage earlier entry. This may
not be advisable for nascent
industries or industries with no or

little foreign presence. Content
analysis complemented with other
quantitative tools like regression
help provide rigor to their research.
However, their comparison of India
and China is also questionable
considering the government, polity
and history of these two nations.
Thus, their findings cannot be easily
generalized. The changing role of
regulatory framework also needs
to be addressed adequately.
However, the role of historical
evidence of success is surely a good
guide for potential entrants to these
nations.
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T

HERE is a proverb in Hindi ‘Suraj Ko Diya Dikhana’.
It holds true for writing a review for the book
Pandeymonium whose Foreword is written by Amitabh
Bachachan himself. The book Pandeymonium is all
about how Piyush looks at the world. A living legend,
who defined advertising in India, Piyush reveals his
inspiration and what makes him tick through this book.
Pandeymonium is a must read not only for Advertising
Practitioners, Marketing Managers, Academicians and
Students but also for everybody who is interested in
chasing his/her dreams, interested in following his/
her passion and want to live the life to the fullest. As
rightly said by Mr. Amitabh Bachachan, ‘A good book is
one which makes you think the most’ and Pandeymonium
is one of them.
The book is divided into 5 sections, viz. Everyone
and Everything Around You is a Teacher, Kindergarten
Truths about Advertising, So Much Complexity is Found
in Simplicity, Ogilvy & Me and Advertising Today and
Tomorrow. Mentioning home to be his creative factory
and best advertising school for him, Piyush talks about
his family members and their influence on his career
and learning. Family has played a major role in making
Piyush, the Adman Piyush Pandey. It built a community
of friends and people around him who possessed
different talents and hence helped him to develop his
personal Google. According to him, human chemistry
is extremely important in the business of
communication.
While the family has proved to be the greatest
influence on Piyush’s advertising career, the game of
cricket is a close second. In fact, he has tried to set an
analogy between cricket and his advertising career
* Assistant Professor, Indian Institute of Foreign Trade,
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throughout the book. His travels during cricket days
exposed him to various cultures, terrains, foods, colors,
music, languages and of course team dynamics. It was
the influence of cricket on Piyush which resulted in
campaigns such as Cadbury Daily Milk ‘Asli Swad
Jindagi Ka’ Ad, BJP’s Election Campaign 2014, ICC
World Cup and IPL campaigns.
With a middle class upbringing, Piyush got an
opportunity to look at the work of Carpenters, Cobblers,
Puncturewala very closely. Piyush looked them with
fascination and for him they were artists, creators and
problem solvers. Childhood interaction with
carpenters and cobblers helped him to understand their
work better which is reflected in his advertising works
for the brand Fevicol. Piyush also talks about his
learning from Indian railways, postal services, etc. and
how these learning formed his perspective and
developed his thought process for the Indian creative
industry. The section ends with a beautiful message
from him which says, Face-to-Face Learning is much better
than Facebook Learning in life.
Section II of the book talks about ABCs of Indian
advertising straight from the horse’s mouth. The very
first lesson is: ‘Don’t let the child in you die. He or she
is genius. You are not.’ It is the child inside him which
made Indian adults to eat chocolates through the
famous Cadbury campaign Asli Swad Zindagi Ka. The
second lesson is: ‘Learn to see the human behind the
client or designation or business card’. According to
him, learn to see each others as humans to make long
term relationships. It helps us to understand each
other’s limitations and strengths. Further, for Piyush,
traditional research is useless. The traditional research
gives you the tip of the iceberg while the larger mass is
invisible. According to Piyush, understanding what
people eat, where they live, what pleases them,
displeases them is the real research. Such kind of nonarmchair research leaves you with thousands of images
imprinted in your mind.
Further, Piyush strongly believes that the use of
music gives Midas touch to an advertisement. Music is
a great connector which is reflected through the
advertisements, viz. National Literacy Mission (NLM),
Nirma, Close-Up, Vodafone and Titan. Another lesson
from Piyush is to select apt sounding boards in your
life. According to him, one should keep his/her candid
critics near which saves a lot of time. It validates the
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idea at an early stage and makes a good idea great.
Further, Piyush believes that genesis of a big work takes
a big heart, big vision, big belief and big faith – in both
client and agency. It was the great partnership,
relationship and support which led to the greatest work
over the years for the clients such as Pidilite, Asian
Paints, Vodafone, Cadbury, Perfetti and many more. In
the end, Piyush talks about the importance of team work
and talent recognition. According to him, Ogilvy is not
Piyush Pandey, never was and never will be. He
stresses on reaching out to the world and learn new
things but also remain connected with the roots. He
ends the section with an impactful message saying
‘Play where you can make a difference. Not just to yourself, but also to a larger community and your country’.
Section III provides an extended learning on
advertising in India and Piyush’s experiments with it.
According to Piyush, one should stand up for one’s
beliefs with sensitivity, tact and confidence. It is
especially important for young advertising
professionals. Piyush’s majority of the creative work is
inspired by real life incidences, which is also the reason
for his extraordinary success. His advice to young
professionals is to look back at life and search the stories
hidden there. According to him, search for ideas in
childhood when the mind was pure and unafraid.
Search for the ideas from college days and old age
people.
Knowing ground realities is another factor which
Piyush considers on priority. It helps him to take off to
fly and land in glory. He strongly believes that big ideas
come from the belief that you can fly; big ideas can’t
come when you are shackled by research, when you
are shackled by conventional belief, and when you are
shackled by the success of the past. The section ends
with the message that ‘Failure isn’t Really a Bad Thing’.
He opines that life is one milestone after another and
hence do not stop at one or another milestone. Though
his cricket journey ended up with Ranji Trophy, but he
refused to be just a Ranji Trophy player in the world of
advertising.
In Section IV, Piyush discusses his journey with
Ogilvy so far. He met many great minds from Ogilvy
network, viz. David Ogilvy, Martin Sorrel, Neil French,
Miles Young, Tham Khai Meng and many more. He
also mentions his interactions with Ranjan Kapur and
Rane, their leadership and management style. In
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subsequent chapter, Piyush talks about unfairness of
Indian advertising towards women. According to him,
women are more sensitive, capable, creative, hard
working and competent and Indian advertising
industry should work in this direction. Further, he
provides a word of caution while giving credits and
recognition to young professionals as it may lead to
false sense of ownership and confidence among them.
The section ends with Piyush’s advice that winning
awards is not a destination, it’s just another milestone.
Hence young professionals should chase good work,
not the awards.
Section V of the book is Piyush’s take on present
status and future of advertising in India. He believes
that the industry needs a fresh thinking, reinvention
and investment. Changes are needed not only at the
agency level but company’s level too. Industry need to
excite young blood to join the advertising world. Clients
and agencies should stop looking at the short term
gains and targets and invest in long term relationships
for future benefits. According to him, the future of
advertising is engaging audiences through great
stories, albeit with the use of new technologies. It is
possible through new media forms, viz. YouTube and
DTH. He further adds that as the society is changing,
Indian youth is changing, parent-child relationship is
changing and hence advertising industry has to change
accordingly. He advocates the Ogilvy’s initiatives such
as Ogilvy Activation, Ogilvy Outreach, Ogilvy One and
Ogilvy Digital, which are beyond conventional, ATL
advertising activities. However, he believes that ideas
will always prevail in the business of advertising and
a creative person must think of big ideas regardless of
the medium. The book ends with an emotional note by
the Adman on his long association with Ogilvy. The
agency is at the core of his heart, is the family for him.
To summarize, the book is coherent, exciting and
gives an inside peek into the mind of the man who
defines advertising in India. It reveals what inspires
Piyush and what makes him tick. Although, he missed
an opportunity to look into industry dynamics, its
future challenges and how it will evolve further.
However, it successfully keeps one enthralled of what’s
coming next. At last, Pandeymonium is not a guide one
could turn to for ideas but it is definitely inspiring,
heartfelt and lively read.
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Identification & Measurement of Financial Market Spirals
and its Impact on Asset Valuation & Short Selling Practices
under Macroeconomic Stress
Ajay Kumar Mishra*
Market liquidity is an important
consideration
for
investors,
practitioners and regulators. High
market liquidity ensures the order
execution at low transaction cost and
helps investors to trade in their
desired direction. While high market
illiquidity majorly affects security
valuation, increases transaction cost
of trade and adds vulnerability to
some firms. In the 2008-09 crisis, the
liquidity dried up suddenly and
caused a severe decline in the stock
prices. Researchers and academicians defined such phenomenon
as “Liquidity spiral”. The theoretical
proposition of Brunnermeier and
Pedersen (2009), stresses upon the
occurrence of liquidity spiral phenomenon and its impact on trading cost
and declining of asset prices.
Against this backdrop, the broad
objective of this study is to measure
and identify liquidity spiral
phenomenon and its effect on asset
valuation and short sellers’ trading
behaviour under the period of
stressful macroeconomic conditions. The specific objectives are:
(i) to construct and measure the
liquidity spiral dimension in equity
market, (ii) to identify liquidity spiral
phenomenon in equity market under
the period of macroeconomic stress
vis-à-vis other periods, (iii) to examine
the effect of liquidity spiral measures
in asset valuation under macroeconomic stress vis-à-vis other
periods, and (iv) to examine the
factors determining the short selling
practices and how short selling
practices change in the presence of
liquidity spirals under macroeconomic stress.
Firstly, following the theoretical work
of Brunnermeier and Pedersen
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(2009), a new liquidity spiral measure
is
constructed.
Secondly,
identification of illiquidity spiral and
loss spiral is attempted under the
Markov Switching Regime Model
(MSRM). Thirdly, the joint behaviour
of illiquidity spiral and loss spiral is
detected using Dynamic Conditional
Correlation (DCC) model. Fourthly, the
different variants of multiple
regression models are used to
examine the influence of liquidity
spiral on the firm performance, firm
valuation and short sellers’ trading
behaviour under the period of
macroeconomic stress.
The liquidity spiral events are less
prominent in the US equity market,
while the correlation coefficients
between liquidity spiral measures are
observed to be spiking up in tandem
during the macroeconomic crisis
periods. The spiral measures are seen
to have intensified positively both for
small and large stocks during the
crisis periods, which indicate that US
market turned to be illiquid during
such periods.
MSRM-TVTP results suggest that
there is simultaneity between
illiquidity and loss spiral
occurrences in the US equity market
at least during the period of market
down turn. That means, on an
average, a period of high illiquidity
spiral goes hand in hand with the
period of high loss spiral at least
during recessionary period. The US
equity market has experienced the
longest period of illiquidity and
loss spiral around the period of
global financial crisis of 2008-09. The
co-movement between illiquidity
spiral and loss spiral is observed to
be highly intense and positive
across the period of market down
turn. Therefore, the results support
the Brunnermeier and Pedersen’s

(2009) predictions on occurrence of
liquidity spirals and their impacts
on asset liquidity.This liquidity spiral
events are mostly rare phenomenon
and the maximum number of days it
persists on a continuous basis is
observed to be more than 180 days,
and such event occurred during 2008
global financial crisis during the
study period.
The liquidity spiral significantly
affects the firm performance and
valuation in an inverse direction
and the small size stocks are
relatively affected more than the
large
size
stocks
in
the
macroeconomic stress period. In the
presence of liquidity spiral
phenomenon, short sellers trade
aggressively and this result holds
good even after controlling for stock
return volatility and owner-ship
structure. Further, in the presence
of liquidity spiral pheno-menon,
short selling decreases with
increase in owner-ship holdings.
The contribution of this study would
broadly be three-fold: (1) introduction of two new measures that
allows to empirically examine the
presence of equity market liquidity
spiral phenomenon, (2) understanding of liquidity spiral and its
impact on asset valuation would
better help the firms and traders to
redesign their business so as to
minimize the vulnerability, and (3)
understanding of short selling
practices during the severe liquidity
spiral events and its association with
liquidity spiral would add a new
dimension to existing body of
knowledge in the market microstructure literature. In the process, it
would also help investors,
practitioners, regulators and
researchers to better understand
relationship between short selling
practices and liquidity spirals during
macroeconomic stress.
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