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Transcript for Interview 2
Interviewer: What is the primary occupation of the members in your group?

Respondent: Our main vocation involves crafting pots from mud and
firing them to create terracotta.

Interviewer: In what ways does the group provide assistance to its members?

Respondent: When a member faces challenges, such as being unable to
craft a seat for a Ganesh Murti, the other members come together to
offer support and help them overcome the obstacle.

As per Transcript 2, the group members cited that the group is involved in
making terracotta pottery. Regarding the group mechanism, the respondent
highlighted that if a member is making a Ganesh Murti and they cannot
make the seat for the lord, then the other members help them. Thus, the
cooperation in the group improves the solidarity of the group.

Figure 4 highlights the category of social control. The social norms in the
form of noticing, discussing, reporting, social contracts, and bank sanctions
lead to open code social control.

Social Cohesion: Solidarity in a group promotes cohesion and
camaraderie. It helps them build relationships, trust, and cohesion, which
drives financial sustainability. Geographic proximity, puritan values,
and shared vocation unite a group and create a common bond in the
form of social capital. Task dependencies and business correlation, and
cultural affiliations lead to like-mindedness. Social ties, cultural
affiliations, and task dependencies lead to cooperation. Cooperation and
like-mindedness lead to solidarity. Solidarity leads to motivation for
peer learning and adherence to norms. Adherence to group norms leads
to higher loan repayments.

Figure 4. Category 2—Social Control.
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Transcript for Interview 3
Interviewer: What is the primary vocation of the group?

Respondent: The self-help group consists of Dhokra artists residing on
the outskirts of the village in Odisha.

Interviewer: What do the members manufacture?

Respondent: The artisans specialize in the Dhokra art, employing metal
casting techniques to create a diverse range of artifacts, including divas,
pots, and animal figurines.

Interviewer: Do all the members engage in the same art form?

Respondent: Yes, all members are dedicated to preserving this
traditional art form that has been passed down through generations.

Interviewer: How does the group support its members?

Respondent: The shared professional homogeneity fosters a strong
sense of camaraderie and connectedness among the group members

As per Transcript 3, another example of solidarity and cohesion is the
Dhokra Art group that resides in Orissa, India. Dhokra art is pre-Mohenjo-
Daro and Harappan art from Bastar, Chhattisgarh, India, and depicts
Eastern Indian heritage. In an SHG formed by Dhokra artists, the master
craftsmen emphasized that the artisans reside at the outskirts of the city.
According to the master craftsmen, the group has been preserving this
ancestral art form for ages. These skilled artisans use metal casting to
create a wide array of artifacts, including diyas, pots and animal figurines.
The SHG leader cited professional homogeneity as a source of solidarity.
This story shows how ethnicity and heritage unite a community. Repayment
of loans is determined by trust. The member said the group may not eat but
will repay the loan. Honesty promotes group cohesion.

Transcript for Interview 4
Interviewer: What is the composition of your group?

Respondent: The group consists of 12 to 13 women and 7 to 8 men who
specialize in crafting silver jewelry from their homes, offering expertise
and training to new members.

Interviewer: What is the source of funds for the group?

Respondent: The source of funds includes shared savings and profits
distributed among members based on goods sold.

Interviewer: What is the control mechanism for the defaulting members?

Respondent: In case a member is unable to repay a loan, the group
collectively covers the repayment. Financial discipline is maintained
through counselling of defaulters and accountability measures by
designated leaders. The group focuses on creating unique Adivasi
designs like khatwah, bhongiri, and phechwa, which are highly valued
within the Sonar community. They are hopeful for opportunities through
the new brand Ajiva.
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As per Transcripts 4 and 5, in an interview with the sculpture-making
group, the master artisan highlighted the group’s focus on crafting the
Green Ganeshji. According to the respondent, the group engages in
creating Ganeshji sculptures from March to September. They collect mud
during this period, which is sourced from the mountains and brought to the
riverbank for their artistic endeavors. The artisan mentioned that the Pach
art form holds a significant place as the ancestral tradition of the group.
Furthermore, he mentioned that the unity of goals within the SHG serves
as a catalyst for fostering unity among its members, drawing them together
in a shared purpose and vision. This shows how cultural repertoire can
encourage unity. Group solidarity is also attributed to government
programs like Ajeevika or DAY National Rural Livelihoods Mission
(NRLM). Norms promote unity. It shows how members of a SHG leverage
existing social relationships (cognition and cultural affiliations) to create
new network relations (bonding and bridging), leading to economic
resources. Moreover, the shared norms regarding bookkeeping lead to
higher repayment of loans in a group.

To sum up, two kinds of norms, that is, cognitive norms and social norms
in a group, lead to solidarity. In a group, members institutionalize the
common goal through a social contract. Members use shared bookkeeping
norms to embed cognition. They also use shared cultural beliefs to build
community. Group membership forms horizontal bonds. Common culture
and heritage lead to group solidarity and cohesion. Lower borrowing costs
and reliance on informal networks have increased group solidarity.
According to a member of a silver jewelry SHG, SHG helps reduce
reliance on informal moneylenders or Mahajan. Culture influences group
solidarity. Table 1 represents the category of social cohesion.

Transcript for Interview 5
Interviewer: What is the vocation of the members of the group?

Respondent: We make green Ganesh Ji. From March to September,
we’ll make and sell mud-made Ganpati when mud comes from the
mountains to the banks. Pach is our ancestral art form

Interviewer: How does the group help you?

Respondent: When community groups face the same financial goals
and lender sanctions, it promotes unity

In another interview, the respondent emphasized the role of SHGs in
reducing reliance on informal moneylenders, known as Mahajans, and
highlighted the impact of group culture on fostering solidarity. The
member explained that within the group, if a member is unable to repay a
loan on time, all members come together to support the defaulting member
in repaying the loan. Furthermore, the respondent stressed the importance
of trust in loan repayment, emphasizing that social ties and trust are built
through work-related, bilateral, and task dependencies. The master
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craftsman pointed out that cohesion within the group is influenced by
leadership, despite the fact that some members may be illiterate. In the
group, leaders, known as Adhyaksh or Koshadhyaksh, are selected to
assist members in preparing financial records, documenting meeting
minutes, and conducting group meetings.

Thus, there are two sources of solidarity, that is, cognitive and affective
embeddedness of norms. Figure 5 represents the category of social cohesion.
Sustainability: The future productivity of existing systems is called
sustainability. The central issue in finance is whether the existing financial
processes and structures are sustainable. The process of sustainability was
defined initially as structure process stability. This concept now includes
financial and institutional sustainability. Sustainability is the system’s future
production ability to repeat the performance. The financial viability of a SHG
depends on access to savings, thrifts, loans, credit rotation, and loan repayment.

Transcript for Interview 6
Interviewer: How does the self-help group help you?

Respondent: SHG helps reduce reliance on informal moneylenders or
Mahajan. If a member can’t pay, we all do and the repayment of loans
involves trust and mutual dependence. The trust in a group and social
ties and trust result from work-related, bilateral, and task dependencies

Interviewer: What is the importance of leadership in the group?
Respondent: Leadership affects group cohesion. The group members
are not that literate, and the group selects Adhyaksh and Kosha Adhyaksh
for the group. These leaders guide the group members in preparing
books of accounts, minutes of meetings, and conducting the meetings.
This also promotes solidarity among members
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In one interview, a respondent emphasized that the sustainability of
the group is ensured through literacy and capacity building. Thus,
intermediation leads to adherence to group norms. And adherence to group
norms leads to the institutional sustainability of groups. The respondent
emphasized the group’s weekly meetings, highlighting the close monitoring
and support system among members. The respondent mentioned
that members utilize social media platforms such as WhatsApp to stay
connected and reach out to each other. Additionally, the respondent
highlighted the peer monitoring system within the group aims to promote
sustainability by encouraging members to support and hold each other
accountable. The respondent also mentioned that the group leader has the
authority to remove a member from the group and can request the banking
committee to investigate any defaults. According to the respondent, the
peer mechanism plays a crucial role in promoting sustainability within the
group, fostering a sense of responsibility and accountability among its
members.

Transcript for Interview 7
Interviewer: How do the members in group collaborate?

Respondent: We meet weekly and closely monitor the group. We use
WhatsApp to reach our members

Interviewer: What are the benefits of the group formation?

Respondent: In a group, peer sanction and monitoring promote financial
sustainability. The Adhyaksh is in charge of records, and a defaulter is
expelled from the group. We ask the state banking committee and SHPI
to investigate the defaulters. The members exercise peer sanctions to
ensure the financial sustainability of groups

As per the Transcript 7 in another interview, members emphasized that
upon joining the group, leaders instruct them on the significance of
maintaining proper financial records. Furthermore, the group leader
mentioned that the involvement of the bank and the NRLM in monitoring
the group’s finances plays a crucial role in ensuring effective financial
management. In yet another interview, we discovered that the group’s
sustainability is impacted by the financial literacy of the members.

Transcript 8
Interviewer: How does the group support its members?

Respondent: Upon joining, we emphasize the significance of
bookkeeping. Training provided by the self-help group, along with
oversight from the bank and NRLM, plays a crucial role in effectively
managing the group’s finances, contributing to its sustainability.

Figure 6 highlights the category of sustainability. Intermediation leads to
better savings and credit. Peer monitoring and sanctions improve the
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Figure 6. Category 4—Sustainability.

financial performance of the groups and lead to financial sustainability.
Moreover, the financial literacy of members leads to better record-keeping
and meetings. Through accepted group norms, the group can achieve
institutional sustainability. Thus, financial and institutional sustainability
leads to sustainability in the group.

(5) Social Welfare: The study confirms that the SHG members benefit
significantly from the SHGs. According to the procedural utility theory,
these groups are instrumental in promoting the group’s welfare. These
groups lead to the instant gratification of the individual’s needs. The
members achieve positive well-being through microcredit, including
positive affect (better financial well-being, financial achievement, better
community standing, social welfare, and better family relations).
Individuals’ welfare can be further classified as (a) cognitive evaluative,
which refers to the benefits of community membership: better finances,
community, and health. The groups also provide hedonic experiences. The
hedonic experiences include (a) autonomy, (b) relatedness, (¢) competence,
and (d) self-actualization. The feeling of self-actualization and better life
experiences due to better living standards and achievement in life, family,
and community are included in the cognitive evaluation. Debt can cause
(a) depression and (b) worry. The procedural utility is defined as
(a) autonomy, (b) connectedness, (c) trust, and (d) competitiveness. Thus,
joint liability groups through microcredit provide procedural utility,
leading to women’s empowerment and self-determination. In one
interview, the member said, the government is helping the women members
gain confidence, self-efficacy, and trust.
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In a group, regular savings and credit lead to financial inclusion, and social
upliftment leads to women empowerment. Further, joint liability groups generate
livelihood and eliminate the money lenders, reducing poverty. In an interview, the
respondent highlighted. According to the respondent, the group members create
small diyas, big diyas, and mud lamps, which are then baked in a terracotta fire.
The respondent noted that this diversified product range has significantly enhanced
the group’s effectiveness.

RQ2: What is the impact of peer mechanism on the financial sustainability of
the SHGs?

And the focused codes for the study are mentioned in Table 2.

Focused Coding

RQ1. How does peer mechanism work in the context of the SHG bank linkage
program?

Focused coding was done based on MACR approach. The constant comparison
was done to analyze the hidden patterns in the data. To build the theoretical
sensitivity in the data, focused coding was done in order to delimit the emerging
patterns in the data. The major objective at this stage was to verify how the
categories relate to the concept. The core category of a unique social dynamics
known as peer mechanism started emerging at this stage. At this stage, the
categories were further refined to extract four concepts, namely, network relations,
shared norms, trust, and motivation. The category of social exchange hinges on
network relations and trust types. There are significant differences between the
categories and subcategories. In a horizontal structure, the group members
communicate informally and frequently and socialize. In a linking relationship
with the bank, the members share information formally through the state-level
banking committees, MIS dashboards, and bank Sakhis. In a federation, the groups
interact through the leaders and meetings. Social control is informal and personal
in the case of a group member and highly formal in linking relationships with
banks. Group members exhibit the high level of solidarity in a bonding relationship
that is not exhibited in relationships with clusters and federations. Influence and
social control depend on norms and network relations. From the initial code
analysis, three concepts—social exchange, social control, and social cohesion—
lead to sustainability and social welfare, which is classified as social capital. What
affects the group? Who, what, and how does the peer mechanism work? How does
the social process work? From the data analysis, it is discovered that group works
through the social capital and norms. Social capital is operationalized through
enforcement, trust, and motivation, which leads to social welfare and sustainability.
These concepts of social exchange, social control, and social cohesion
institutionalize relationships and content into norms. Social capital is structural,
relational, and cognitive. The structure includes network, ties, configurations, and
appropriable organization. The cognitive dimension includes shared codes, rules,
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and narratives. These two dimensions of social capital interact, that is, structure
and norms. Social capital varies depending on the external and internal network
configuration. And relational components refer to trust norms and obligations.
The phenomenon under investigation is peer mechanism and financial access
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through the peer mechanism. The members in an SHG communicate and influence
each other. The members share their experiences and financial decisions and
influence each other to exercise prudence in managing money and finances. The
group members in a group communicate, influence, control, and collaborate.
Structural social capital refers to the network relations, configurations, and
organization forms. The network relation comprises of (a) closure, (b) bonding,
and (c) linking. Closure refers to the relationships that originate from the social
background. And the linking relationship refers to the relationship with the banks.
These relationships are further classified as the internal and external configurations.
Internal relations refer to the bonding, and bridging relationships are the
relationships in the group context. Cognitive relationships refer to the enforceable
and acceptable norms as part of the social contract. And the relational social
capital refers to the expectations and the shared perceptions among the group
members. The enforceable norms are communicated as the group norms. This
refers to the cognitive component of the social capital, that is, codes, rules, and the
norms. Then there are relational networks in the group due to the social ties among
the members, business correlations among the members, and the cultural beliefs
that are institutionalized in the groups. This is the cultural capital. Social capital,
cultural capital, and cognitive norms lead to solidarity, reciprocity, and task
contingency. The emerging pattern became more apparent during this stage, and
the core category of peer mechanism started emerging.

Discussion and Analysis

The Emergent Theory

The analysis of data and codes reveals that at the heart of microfinance is the
issue of financial exclusion of the poor and marginalized, particularly women
(DAY NRLM, 2017). The analysis of interviews highlighted that in the village
community, the women and marginalized poor do not have access to the physical
collateral, and banks are unwilling to lend them money due to lack of collateral.
And the social welfare maximization through SHGs is the panacea to the problem
of mission drift and lack of financial sustainability (Armendariz & Morduch, 2010).
Data highlight that the self-help group is the apparatus to achieve this objective of
financial inclusion and sustainability through social capital. Open code of
homogeneity of group members highlights that in a group, the members who know
each other or are homogenous in terms of profession come together to form a
group through a social contract with joint liability and limited individual liability,
which helps to reduce the adverse selection. Various respondents during the
interview emphasized that the members knowing that default even by one member
will lead to denial of a loan to the entire group monitor each other and exert social
pressure. The leader in the group enforces group norms such as regular meeting,
preparation of books of accounts to facilitate regular repayment of loans. Thus, it
was concluded that the apparatus of SHGs works through the peer mechanism and
social control facilitated through norms, which helps in achieving social exchange
and social cohesion (Stiglitz, 1990). This empowers poor and marginalized women
to shatter the glass ceiling of banking, allowing them to access services without
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relying on social collateral and to challenge the financial biases of commercial
banks that favor the wealthy and privileged (Chen et al., 2016). Therefore,
considering and interpreting the data from the focused codes, the theoretical
model that emerged was that the peer mechanism reduces the instances of bank
loan default and improves the repayment rates, leading to social welfare (Conning,
2005; Stiglitz, 1990). Figures 1-6 demonstrate how categories of social control,
social cohesion, social norms, social welfare, and sustainability assimilate the
dynamics of peer mechanism in a group in the form of peer mechanism through
peer selection, peer monitoring, and peer enforcement and lead to group
effectiveness through transformation.

Future Research

This article will add to the existing research in the domain of peer monitoring in
the context of the SHGs. And the study will corroborate the current financial
intermediation and microfinance literature in the domain of group lending.

Limitations

The limitation of the study is that it does not take into account the size of the
groups and the impact of digitization on the financial inclusion of the SHGs. Thus,
more research can be conducted in the domain of the impact of size and digitization
on the financial sustainability of the groups in India.

Conclusion

The study provides a theoretical framework for evaluating the impact of SHGs on
the financial inclusion of the poor. SHGs have emerged as an important mechanism
for providing microfinance to the people at the bottom of the pyramid. Within the
social contract of SHGs, the peer mechanism plays an important role in ensuring
access to the financial services for the micro-poor. This study provides a conceptual
framework of various dynamics that help to resolve the issue of information
asymmetry in a group. In a group social exchange, social control, social influence,
sustainability, and social welfare play an important role in promoting the financial
inclusion of all the poor people at the bottom of the pyramid. A joint liability
group helps in reducing the information asymmetry in the form of adverse
selection and moral hazard in a group. The homogenous set of people with
common professional backgrounds and geographical proximity come together to
access finance. Due to the presence of joint liability, the members’ peers monitor
each other to ensure the financial and institutional sustainability of the groups and
social welfare. The study provides a theoretical framework for evaluating peer
mechanisms’ impact on the financial outcome of the SHG. This study will add to
the current research on peer monitoring in the context of SHGs in India. This
study will theoretically corroborate the current financial intermediation and
microfinance literature in the domain of group lending.



Malhotra 195

Theoretical Implication and Practical Relevance

The research study has a lot of practical relevance for the policymakers,
academicians, and bankers. Since independence, priority lending has been a major
issue for the policymakers and the Government of India. But mission drift or the
tradeoff between the financial sustainability and social objectives faced by the
banks has been a major obstacle in achieving the goal of financial inclusion for the
poor people at the bottom of the pyramid. This grounded theory will provide
insights to the policymakers on the design of the policies for the financial inclusion
of the people at the bottom of the pyramid. Moreover, the study immensely adds
to the existing literature in the field of financial inclusion through microfinance.
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Introduction

The fusion of food and visual art in the internet era has resulted in the fascinating
phenomena known as “foodporn.” This intriguing neologism encapsulates a
strong force that penetrates contemporary culture and commerce (Bhukya & Paul,
2023). Foodporn meets the urge for visual pleasure in the context of eating
by tantalizing the senses with its bright visuals. It appears as well-shot, high-
resolution photos of mouthwatering foods and culinary creations that overtake
social media enthusiasts’ constantly scrolling feeds (Argo & Dahl, 2020).
The emergence of foodporn culture denotes a fundamental change in how people
engage with, discuss, and evaluate food experiences. Food is becoming a creative
outlet as well as a means of sustenance on the internet, where it is turning into an
art form. The phenomena of “foodporn” has attracted a lot of attention lately as
social networking sites like Instagram and TikHub have become visual centers for
displaying visually attractive food photographs. High-resolution, visually appeal-
ing images of food define foodporn, which has changed consumer online interac-
tion with food. The cultural shift toward sharing food imagery goes beyond mere
consumption and has become a form of social expression and identity.

Though foodporn imagery is becoming more and more common in social
media marketing, little is known about how this visual material affects customer
behavior. There are specific gaps in the research on the emotional and psychologi-
cal triggers that are triggered by this kind of picture and how they affect consum-
ers’ ability to make decisions. This study aims to fill these gaps by investigating
how foodporn imagery affects consumer engagement, emotional responses, and
purchase behavior within social media environments.

Our investigation focuses on the seductive interaction between aesthetics, hedon-
ism, and societal dynamics in this fascinating environment. The frontiers of culinary
aesthetics are reached inside the bounds of social media platforms (He & Qu, 2018).
With smartphones serving as their palette and Instagram as their painting, visual sto-
rytellers turn eating into a theatrical performance, fostering a culture of gustatory
voyeurism in which viewers partake vicariously (Alalwan et al., 2017). This multidis-
ciplinary investigation sets out on an intellectual journey, tracing the many pathways
via which foodporn imagery influences modern marketing tactics and consumer
behavior. Based on the principles of psychology, sociology, and marketing theory, this
research aims to decipher the mysterious appeal of foodporn and uncover its lasting
influence on the decisions, goals, and dreams of a social media-savvy public.

The ethereal realm of foodporn challenges conventional paradigms of consumer
engagement and brand interaction (Jibril et al., 2019). It beckons us to explore the vis-
ceral realm of sensory engagement, where the aesthetics of culinary presentation rival
the gustatory experience itself. This article, therefore, undertakes a multifaceted explo-
ration that spans the neural mechanisms triggered by visual food stimuli, the sociocul-
tural forces underpinning the sharing of foodporn, and the strategic deployment of
these visual narratives by businesses in their quest for consumer engagement
(Drew et al., 2022). As we journey through this gastronomic tapestry, we shall
endeavor to decode the cryptic language of pixels and pixels, unravel the emo-
tional tapestry woven by delectable images, and unveil the secrets that empower
marketing endeavors to harness the captivating force of foodporn. Our quest is to
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unearth the nuances and intricacies that define the contemporary landscape of
food marketing in an age where the visual conquest of palates reigns supreme.

In the annals of modernity, the allure of foodporn stands as a testament to the
ever-evolving intersection of technology, culture, and consumption (Lim et al.,
2017). The feast for the eyes, transmitted through the digital conduits of social
media, is but the first course in a sumptuous banquet of inquiry, where the ingre-
dients of visual aesthetics, neurobiology, and sociocultural dynamics converge to
redefine the very essence of culinary desire (Haur et al., 2017). In this investiga-
tion, we set out on a sensory trip as well as an intellectual quest to understand the
visual enchantment of foodporn. Let’s now investigate the intriguing world of
culinary photographs, where every click captures a moment in the digital era’s
culinary inventiveness and every pixel tells a story.

Research Question: The central research question guiding this study is:

How does foodporn imagery in social media marketing influence consumer
engagement and decision-making processes?

Objectives

* To analyze the psychological and emotional responses of consumers to
foodporn imagery.

*  To examine how foodporn content impacts consumer engagement and
purchasing decisions.

*  To explore how businesses can strategically leverage foodporn imagery
for digital marketing.

Contributions

This research contributes to the scholarly literature in numerous ways, as well as
offers practical marketing strategies. It provides information on the impact of
visual aesthetics on consumer behavior in the context of foodporn, building upon
previous theories such as the Uses and Gratifications Theory (UGT) and the
Technology Acceptance Model (TAM). This research offers marketers practical
recommendations for enhancing consumer engagement on social media platforms
through the utilization of visual content. The research aims to broaden understand-
ing of the intricate relationship between visual indicators and consumer behavior
by pursuing these objectives, with a particular focus on the recently developed
field of foodporn images in digital marketing.

Literature Review

Marketing Through Social Media and Consumer Behavior

In particular, the manner in which businesses interact with their clientele, particu-
larly in terms of visual content, has been significantly transformed by social
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media. Alalwan et al. (2017) and McClure and Seock (2020) have conducted
studies that demonstrate the increasing influence of social media platforms like
Pinterest and Instagram on consumer behavior and opinions. Specifically, it has
been shown that the use of visual content—such as pictures of food—engages
customers emotionally and influences them to perform certain activities, such
as making purchases or going to particular restaurants. In their 2020 study, Argo
and Dahl examined the social effect of visual content in retail settings, highlight-
ing the substantial influence that product aesthetics may have on purchasing
decisions. Their results are in line with the theory of “foodporn,” which is the
phenomenon where visually appealing photos of food elicit strong feelings in
viewers, which typically results in greater engagement and altered behavior, such
as going out to eat more frequently or trying new foods.

The Use of Foodporn Images in Social Media Marketing

“Foodporn,” or elaborately staged and visually appealing food images, has gained
popularity and is now a powerful tool in social media marketing. Food-related
material generates powerful emotional and sensory responses, according to
Pandey et al. (2018), which makes it one of the most shared content categories on
social media platforms. Foodporn photography is a major driver of consumer
engagement since it enhances visual aesthetics and piques viewers’ interest about
the food it depicts.

After examining the function of Instagram food influencers, Drew et al. (2022)
came to the conclusion that customers are emotionally pleased just by looking at
foodporn photographs, which promotes a feeling of vicarious consumption. This
idea is consistent with the body of research on social media marketing, which
highlights the value of producing visually appealing material to grab users’ atten-
tion and influence their behavior.

The TAM or TAM

Since its creation by Davis (1989), the TAM has been extensively used in research
on how people use and adapt technology. Perceived utility and perceived ease of
use are the two main criteria, according to TAM, that influence a person’s propen-
sity to interact with a certain technology or platform. Lin and Kim (2016) used
TAM to investigate how people engage with food-related material on social media
in the setting of foodporn pictures. They discovered that people are more likely to
interact with visually attractive food photos because they are seen as both helpful
and simple to interact with. This research applies TAM to the particular setting of
foodporn pictures, building on their results. Foodporn imagery’s perceived utility
stems from its capacity to educate customers about novel eating experiences, and
its usability is attributed to its availability on social media platforms like Instagram
and TikTok. Given that customers are making more and more decisions based on
visual material, TAM provides an insightful framework for comprehending the
use of foodporn pictures in digital marketing campaigns.



202 IIMS Journal of Management Science 16(2)

Theoretical Framework of Applications and Rewards

The UGT investigates how individuals actively seek out and use media to gratify
certain needs or desires, according to Katz et al. (1973). UGT has been used exten-
sively in research looking at the motivations behind people’s use of social media,
particularly their intake of content on food. As to the findings of Lim et al. (2017),
foodporn imagery on social media attracts customers due to its ability to fulfill
two needs: it offers visual enjoyment and enables users to express their prefer-
ences and tastes in their social circles.

This notion is especially pertinent to comprehending consumer motives for inter-
acting with images of food. Bhukya and Paul (2023) discovered that viewers of
foodporn material use it to strengthen their sense of social identity by associating
with certain culinary trends and cultures, in addition to their need for visual stimula-
tion. This is consistent with the study’s results, which showed that a large number of
individuals used foodporn to share their interests and preferences with others.

Hypothesis Development

Based on the review of the literature and the application of these theoretical frame-
works, the following hypotheses were developed for this study:

H : Consumer interaction on social media platforms is greatly increased when
exposed to foodporn photos.

H,: Images of food cause intense emotions (such as happiness or desire),
which in turn affect how consumers behave, such as when they go out to
eat or try out new recipes.

H,: If consumers believe that foodporn imagery strengthens their sense of
social identity, they are more inclined to interact with and spread it.

Methodology

The current research employs a systematic and thorough methodology designed to
investigate the complex interaction between food-related pictures on social media
and their influence on consumer behavior. The two fundamental components of
our research approach are data collection and data analysis.

Data Collecting

In order to understand the core of the foodporn phenomena, we set out on a thorough
data-gathering expedition. In the beginning, we laboriously searched popular social
media sites like Pinterest, Instagram, and TikTok in order to compile a wide range
of pictures featuring food. These images showcased an assortment of gourmet treats
that were thoughtfully chosen to encompass a broad range of culinary customs and
aesthetics. The inclusion criteria prioritized vivid, visually arresting photographs
that accurately embodied the essence of food porn. Simultaneously, we assembled a
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substantial cohort of participants for our study, representing diverse demographic
backgrounds. We collected extensive data on their perspectives, emotional responses,
and ensuing behaviors after seeing foodporn images on social media using surveys
and questionnaires. This empirical foundation, including both the visual and experi-
ential dimensions, is the cornerstone of our study.

The data-gathering procedure occurred over a six-month duration, from
January to June 2024. Data was collected from social media users who often inter-
act with food-related content on prominent sites such as Instagram, TikTok, and
Pinterest. Participants were chosen by a mix of random and snowball sampling
techniques, aiming for a varied population to enable a thorough grasp of the phe-
nomena across various ages, genders, and cultural backgrounds.

Five hundred individuals were recruited, and data gathering included both
quantitative questionnaires and qualitative interviews. The poll aimed to assess
participants’ emotional responses to foodporn photos, their involvement with this
material, and any resultant changes in their purchase behavior. Concurrently,
qualitative interviews were performed with 50 individuals to get a more profound
understanding of the psychological triggers and personal reasons influencing their
engagement with foodporn pictures.

Participants were contacted through social media advertisements and email
invitations. To ensure the credibility of responses, each participant was required to
engage with food-related content for a specified period during the study. This
dual-method approach provides a robust data set for analyzing both statistical
trends and personal experiences.

Data Analysis

Using both quantitative and qualitative methods, we set out on a comprehensive
data analysis trip after carefully compiling our data arsenal. A methodical break-
down of visual aspects, ranging from color palettes and plating methods to theme
tendencies, was part of our content study of the carefully selected foodporn pho-
tographs. We aimed to identify visual cues, themes, and patterns that regularly
enthrall the online audience via this technique.

The acquired data was analyzed using qualitative and quantitative methodolo-
gies. Thematic analysis was conducted on the qualitative data to discern reoccur-
ring themes and patterns in participant replies. Key themes related to emotional
triggers, such as joy, anticipation, and desire, were identified using NVivo, a qual-
itative data analysis software. This tool allowed for the systematic coding of inter-
view transcripts and facilitated the recognition of common themes across different
participants.

Quantitative data from the surveys was analyzed using SPSS (Statistical
Package for the Social Sciences). Descriptive statistics, such as frequency distri-
butions and mean comparisons, were used to summarize the overall responses.
Additionally, inferential statistical methods, including regression analysis, were
employed to examine the relationship between foodporn imagery exposure and
changes in consumer behavior, such as increased dining out frequency and altered
food preferences.
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This dual approach allowed the study to capture both broad trends in consumer
behavior and the nuanced psychological effects of foodporn imagery. By combin-
ing qualitative and quantitative methods, the study provides a holistic view of how
foodporn imagery influences consumer engagement and decision-making pro-
cesses in the context of social media marketing.

We simultaneously performed a thorough statistical analysis on the survey
answers using both descriptive and inferential statistical methods. Through data
analysis, our goal was to clarify the subtle differences in how customers react to
images of food. We may get important insights into the variables influencing cus-
tomer involvement, preferences, and ultimately decisions by using this analytical
method. Moreover, by combining both qualitative and quantitative data streams, we
can create a comprehensive story that explains how foodporn images and consumer
behavior work together. This strategy, which is supported by scientific rigor, puts
our research in a position to significantly advance the conversation on the role that
visual material plays in modern marketing and consumer decision-making.

Results

An examination of the information gathered from interviews and surveys provided
important new information on the ways in which foodporn imagery influences cus-
tomer engagement, emotional reactions, and purchase behavior. The main conclu-
sions are presented in this part, which is organized in accordance with the themes
that were found and the outcomes of the quantitative and qualitative analyses.

Identification of the Theme: Emotional and Behavioral Effects

The qualitative information from the interviews was categorized and examined
using NVivo in order to find recurrent themes on the psychological and behavioral
effects of foodporn images. The investigation revealed three main themes: social
media engagement, influence on eating habits, and emotional triggers (see also
Table 1 and Figure 1).

* Emotional triggers: Participants consistently reported feeling emotions
such as joy, anticipation, and desire when exposed to foodporn imagery.
The NVivo analysis revealed that 85% of participants mentioned these
emotions as primary motivators for engaging with food-related content.
Interview quotes emphasized how aesthetically pleasing food imagery
produces a sensory experience that might arouse cravings and memories
associated with eating.

* Impact on eating habits: The impact of food-related visuals on the eating
habits of the participants was another important subject. Thematic coding
indicated that 68% of participants had altered their dining behavior as a
result of viewing foodporn images. Many reported an increased frequency
in dining out, with several mentioning that they seek out restaurants
serving the visually appealing dishes they had seen on social media.
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Table I. Emotional Responses to Foodporn Imagery.
Emotion Percentage of Respondents
Joy 54%
Anticipation 32%
Desire 23%
Awe 12%
Curiosity 9%
Percentage of Respondents
60%
54%
50%
40%
32%
30%
23%
20%
12%
9%
- .
0% .
Joy Anticipation Desire Awe Curiosity
M Percentage of Respondents

Figure I. A Word Cloud Representing Consumer Emotions Induced by Foodporn Imagery.

Social media engagement: The third theme identified was the role of social
media engagement. Many participants expressed that sharing and interacting
with foodporn imagery on platforms like Instagram and TikTok influenced
their food choices and dining experiences. N'Vivo analysis showed that 75% of
participants actively share food images on their profiles, and 45% stated that
they select restaurants based on food content shared by influencers or friends.

Influence on Consumer Behavior

Foodporn imagery does not merely captivate; it significantly influences consumer
behavior:

Increased Dining Out Frequency: An intriguing finding was the increase in
dining out frequency due to foodporn exposure. Our survey data indicated
that 63% of respondents reported dining out more often after seeing
enticing foodporn images. This shift can be attributed to the desire to
experience the visual and sensory pleasures depicted in the imagery.

Shift in Food Preferences: There was a noticeable change in food choices
as a result of foodporn pictures. Of those surveyed, 41% said that they had
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changed their diets in response to foods that seemed good on social media.
This demonstrates how foodporn may influence customers’ choices for
what to eat as well as where they dine.

The quantitative survey data was analyzed using SPSS to determine the broader
trends in consumer behavior influenced by foodporn imagery. Several significant
patterns emerged from the analysis (see also Table 2 and Figure 2):

* Increased Dining Out Frequency: Survey results indicated that 62% of
participants reported dining out more frequently after being exposed to
foodporn imagery on social media. This was especially common among
younger populations (ages 18-35) when the impact of food content that is
aesthetically pleasing was more noticeable.

*  Change in Food habits: According to the statistics, 48% of participants
said that they had altered their dietary habits as a result of seeing images
of food. These participants indicated a preference for trying new or exotic
foods that they had not considered before.

*  Emotional Response: Survey results supported the qualitative findings,
with 87% of respondents reporting strong emotional reactions, such as
happiness and desire, when viewing foodporn imagery. These emotional
triggers played a significant role in their subsequent food-related decisions,
including dining out or attempting new recipes at home.

Table 2. Changes in Dining Habits due to Foodporn Exposure.

Behavior Percentage of Respondents
Increased dining out 63%
Altered food preferences 41%
Experimentation with cooking 28%
Seeking instagrammable dishes 19%

Percentage of Respondents

70%
63%

60%
50%
21%
40%
30% 28%
19%

20%
- .

0%

Increased Dining Out  Altered Food Preferences  Experimentation with  Seeking Instagrammable
Cooking Dishes

B Percentage of Respondents

Figure 2. Dining Out Frequency Before and After Exposure to Foodporn.
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Marketing Implications

It’s critical for marketers to comprehend the impact of foodporn pictures in order
to develop successful strategies, as evident from Table 3 and Figure 3:

The importance of aesthetics: Food producers and establishments have to
give careful consideration to the visual presentation of their goods. Our
analysis indicates that visually attractive items have a significant advantage
in attracting consumers. For instance, 78% of respondents said that they
would pay more to eat at a restaurant with aesthetically pleasing food.
Making the Most of User-Generated Content (UGC): Successful marketing
strategies typically use UGC. By encouraging consumers to use a particular
hashtag while sharing their eating experiences on social media, businesses
may improve brand awareness. An example of this is the #FoodieAdventures
campaign at XYZ Restaurant, which increased foot traffic and customer
contact by 25% and 40%, respectively.

Patterns of Engagement

The information also revealed clear trends in how people interacted with images
of food. Consumers who interacted with food-related information more often

Table 3. Impact of Aesthetics on Restaurant Selection.

Criteria Percentage of Respondents
Visually appealing food 78%
Price 15%
Location 6%
Online reviews and ratings 1%
Percentage of Respondents
90%
78%

80%

70%

60%

50%

40%

30%

20% 15%

10% 6%

[ e
0%
Visually Appealing Food Price Location Online Reviews and
Ratings
M Percentage of Respondents

Figure 3. Success of the #FoodieAdventures Campaign.
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(daily, e.g.) were more likely to visit certain restaurants or change their purchase
habits. Forty percent of the participants said that they were inspired to attempt
cooking new foods they had seen online, and 55% said that foodporn photos had
affected their choice of restaurant.

Software and Tools Used

NVivo was used to analyze the qualitative data, making it easier to find reoccur-
ring themes and emotional cues in the transcripts of the interviews. Using descrip-
tive and inferential statistics, SPSS was used to examine the quantitative survey
data and investigate any connections between shifts in consumer behavior and
foodporn images.

Discussion

This research provides novel insights into the influence of foodporn images in
social media marketing on customer behavior, specifically on emotional responses,
engagement, and purchase choices. This study not only corroborates previous
hypotheses but also expands current understanding of the impact of visual aesthet-
ics in digital marketing. This section examines the alignment or contradiction of
the results with prior research and explores the wider implications for both schol-
ars and practitioners.

Academic Contributions

This research significantly contributes by applying the TAM and UGT to the
realm of foodporn pictures. This study expands upon prior research, which mostly
examined generic social media advertising and consumer engagement, by
particularly investigating the impact of highly visual food-related material. The
results indicate that foodporn imagery serves as a potent psychological stimulus
that amplifies customer engagement and influences purchase behavior via
emotional reactions. The emotional reactions revealed in this research, including
delight, anticipation, and want, correspond with the current literature about the
influence of visual stimuli on consumer decision-making. Research conducted
by Lim et al. (2017) and Drew et al. (2022) has emphasized the significance
of aesthetics in shaping customer attitudes and actions. This study expands on
previous results by showing how foodporn imagery elicits more intense emotional
responses than other types of social media material. The study’s use of NVivo to
discern repeating themes offers an innovative method for comprehending the
qualitative effects of foodporn on consumer psychology. The identification of
themes such as Emotional Triggers, Influence on Dining Habits, and Social Media
Engagement provides a more profound knowledge of the mechanisms by which
food imagery affects consumer cognition. This addition enhances the current
literature by offering a more thorough understanding of consumers’ emotional and
behavioral responses to visual marketing cues.
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Practical Implications for Marketers

This study’s findings provide significant insights for marketers and organizations
seeking to use foodporn pictures in their digital marketing efforts. The intense
emotional reactions elicited by foodporn imagery indicate that marketers may suc-
cessfully use visually captivating material to enhance engagement and influence
customer behavior. Enterprises, especially in the culinary and hospitality indus-
tries, must to prioritize the production of superior, visually striking food photog-
raphy to entice and maintain clientele. The research underscores the substantial
influence of UGC on the promotion of foodporn pictures. Motivating customers to
share their culinary experiences, alongside collaborations with influencers, may
assist companies in cultivating genuine interaction with their audience. The
success of initiatives such as #FoodieAdventures illustrates that user-generated
foodporn material may enhance brand exposure and foster customer loyalty.

Moreover, the results indicate that visual aesthetics may serve as a crucial
distinction in a very competitive industry. Seventy-eight percent of participants
would choose a restaurant based on the aesthetic attractiveness of the meal, even
at a higher cost, highlighting the need of prioritizing food presentation and
photography in marketing campaigns.

Validation and Expansion of Preexisting Research

This research corroborates prior results about the impact of social media marketing
while especially concentrating on foodporn photos. This research’s emotional and
behavioral reactions to foodporn align with findings by Sabate et al. (2014) and
McClure and Seock (2020), highlighting the influence of social media content on
consumer behavior. This research enhances the field by demonstrating that food-
related imagery provokes stronger emotional reactions, subsequently leading to
more substantial alterations in consumer behavior, including increased eating out
and changes in food preferences. Furthermore, the research posits that foodporn
might engender a need for social identity. Numerous individuals said that posting
or interacting with foodporn on social media facilitated the communication of
their likes and preferences to their social networks. This notion corresponds with
ideas of social identity and conspicuous consumerism, whereby customers use
things and experiences to exhibit their position and uniqueness. Subsequent study
may investigate the convergence of food pornography, social identity, and
consumer behavior.

Constraints and Prospective Investigations

This research offers significant insights, however, it has limits. A significant
disadvantage is the dependence on self-reported data, which may be prone to
response bias. Participants may not consistently provide reliable recollections or
accounts of their emotional responses or behavioral modifications. The sample
was biased toward younger, social media-literate people, limiting the applicability
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of the results to other populations. Subsequent studies need to investigate the
influence of foodporn photos on a wider demographic, including older age cohorts
and those with restricted social media use. This study concentrated on Instagram,
TikTok, and Pinterest; however, subsequent research could explore the impact of
foodporn across a broader spectrum of platforms, including emerging technologies
like virtual reality (VR) and augmented reality (AR), which may further augment
the sensory experience of foodporn. Finally, further research should investigate
the ethical ramifications of influencing customer behavior via visually compelling
material. As foodporn increasingly influences consumer tastes and behaviors, it is
essential to investigate its possible impacts on dietary habits, mental well-being,
and body image.

Conclusion

This research offers an in-depth examination of the impact of foodporn pictures in
social media marketing on customer behavior. This study demonstrates the sig-
nificant influence of visually attractive food-related information on customer
engagement, emotional reactions, and purchase choices via the application of the
TAM and UGT. The results indicate that foodporn imagery substantially influ-
ences consumer behavior by provoking intense emotional responses, including
pleasure and desire, which result in increased frequency of eating out, modified
food choices, and enhanced involvement on social media.

This research enhances the current literature by providing fresh insights into the
role of visual aesthetics as an effective marketing strategy in the digital era. The use
of NVivo for qualitative analysis facilitated the identification of major themes con-
cerning emotional and behavioral reactions, hence enhancing comprehension of the
psychological processes behind consumer engagement with foodporn images.

The report provides pragmatic ideas for enterprises and marketers. It indicates
that enterprises in the food and hospitality industries may gain advantages by
investing in superior food imagery to entice and keep clientele. Moreover, the
smart use of UGC and influencer marketing may augment brand exposure and
customer engagement. The significance of producing visually appealing material
is clear, as most participants expressed a readiness to patronize restaurants that
provide “Instagram-worthy” food, even at an elevated price.

This research has limitations. The dependence on self-reported data and a sample
biased toward younger, socially media-engaged persons may restrict the generaliz-
ability of the results. Subsequent studies need to broaden their focus to include a
more varied audience and investigate the influence of foodporn photos across other
social media platforms, in addition to new technologies such as VR and AR.

This research highlights the essential significance of visual material in contem-
porary marketing, especially with foodporn images. As digital platforms advance,
the significance of aesthetically pleasing content will increase, presenting
both possibilities and problems for marketers and enterprises. Future studies need
to concentrate on the ethical implications of influencing customer behavior via
visually stimulating material and the enduring impacts of foodporn images on
consumer health and wellness.
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Future Research Directions

This study lays the foundation for future research in several areas:

*  Exploring the ethical considerations of manipulating consumer behavior
through foodporn imagery.

*  Analyzing the long-term effects of foodporn exposure on eating habits and
health.

* Investigating the role of AR and VR in enhancing foodporn experiences.
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Abstract

India and Mauritius have important historical and cultural ties, and trade,
investment and strategic exchanges between them. India is the sixth-largest
investor in Mauritius, while Mauritius is the third-largest investor in India.
However, because of the Double Taxation Avoidance Agreement (DTAA) with
India and the concurrent lack of a capital gains tax in Mauritius, a sizeable amount
of the capital flows from India to Mauritius were essentially round-tripping or
fiscal evasion of taxes on Indian money. The majority of Indian businesses that
do business in Mauritius do not have any manufacturing or trading facilities.
In light of this, the current work makes an effort to conduct a qualitative case
study utilising primary and secondary data to follow the development of the
strategic investment ties between India and Mauritius through money migration,
after the DTAA was amended in 2016. After 2018, China has surpassed India in
terms of volume of capital investment into Mauritius, with Singapore emerging
as the largest provider of foreign direct investment (FDI) inflows into India. The
study observes that this shift in trend is not the result of only the treaty being
amended but also the tax morale of the respective countries as well as the invasive
economic policy of China. Whatever legal changes are made, if human avarice is
not restrained, dishonest people will always find clever ways to circumvent the
law to further their agendas.
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Introduction

The concepts of sovereignty and its equality form the foundation of the
contemporary state structures. Keeping in alignment with the global governance
requirements, every state is free to enact laws and establish its own regulations
including those pertaining to taxes, in favour of their domestic interests (Genschel
& Schwarz, 2011; McCaffery, 2005; Nerré, 2001). The citizens and corporations
have an obligation to pay taxes to their government; nonetheless, there is a
propensity to evade and avoid taxes among them. Tax mitigation is both legal and
ethical, tax avoidance through prudent tax planning is within the boundaries of
law though not desirable, while fiscal evasion is completely illegal and punishable
(Molero & Pujol, 2011; Pickhardt & Prinz, 2014). In this context, tax havens, or
countries offering significantly low or zero tax rates to the foreign investors, are
not a new phenomenon. The basic premise of the development of such jurisdictions
lies in the tax-resistant attitude that can be traced back to the second-century BC
civilisations in the eastern Mediterranean (Raposo & Mourdo, 2013). A modern
analogy can be drawn from the eighteenth-century legend of the Cayman Islands,
the residents of which do not need to pay any taxes even today (Oakley, 2017).
Presently, close to 75 countries are earmarked as tax havens of the world, including
the USA, the Netherlands, Germany and Switzerland for their effectiveness of
concealing financial information and identity of the investors from foreign
authorities (List of the World’s Most Notorious Tax Havens, 2024). Large
multinational corporations (MNCs) with intensive research and development
activities are found to leverage the tax havens to siphon off their earnings from
high-tax jurisdictions to ensure higher growth as compared to their non-tax haven
competitors (Desai et al., 2005). They incessantly restructure and reorganise their
operations and investments to ‘shop’ tax and investment treaties across the globe.
Almost 30% of the global foreign direct investment (FDI) is found to be indirect,
or stated otherwise, it is merely ‘the flow of domestic funds channelled through
offshore centres back to the local economy in the form of direct investment, also
known as foreign direct investment round tripping’ (Aykut et al., 2017).

In the case of indirect FDI, MNCs invest in a host country through one or more
intermediate companies in a third country. In this form of FDI, the nationality of
the direct investor, which in most of the cases is a financial company, does not
match with the carefully concealed final beneficiary. Hence, many times the funds
are actually domestic, which has been routed through an intermediate financial
entity in a country with low rates of tax, lenient tax rules, flexible corporate
governance and indulgent FDI norms. The deliberate blurring of the identity of the



Banerjee and Tandrayen-Ragoobur 215

true investor jeopardises policy formulation, financial performance and status
assessment of the host economy. Such investments do not constitute any real
industrial activity, instead increases volatility of investment due to the lack of their
long-term business direction. They behave more like a foreign portfolio investment
(FPI), instead of an FDI. This obviously leads to losses in both tax revenue as well
as welfare in the home country, and as a consequence, the perceived developmental
benefits of FDI in terms of capital injection, employment generation and
technology diffusion fail to percolate through the host country.

In 1998, the Organisation for Economic Cooperation and Development (OECD)
issued guidelines for combating the menace of the round-tripping of FDI and to
prevent treaty shopping, fraudulent activities and financial crimes across the
world (Jackson, 2010; OECD, 1998). Additionally, in 2002, OECD published the
Model Agreement on Exchange of Information on Tax Matters (TIEA model) and
its Commentary to specify the provisions pertaining to exchange of financial
information between the partnering nations. These initiatives later culminated into
the current version of the Double Taxation Avoidance Agreement (DTAA), which
refers to an agreement under which taxpayers residing in one country and earning
their income from another country do not require to pay tax on the same income
in both the countries (Nalsar University of Law Editorial Team, 2023; Sabnavis &
Sawarkar, 2016). To bridge the legal loopholes, the General Anti-Avoidance Rules
(GAAR) and the Limitation of Benefits (LoB) clause were subsequently introduced
in 2017 to prevent Base Erosion and Profit Shifting (BEPS). However, in spite of
so many initiatives, the prevention of fiscal evasion could not be guaranteed
(Shukla, 2021).

A substantial corpus of literatures discuss on the concept of tax havens, causes
behind their creation, how they are poaching off the tax bases of non-haven
economies leading to fiscal shortfalls and posing as a challenge to the international
tax regime and what could be done to combat them, including the implications of the
Mauritian route of investing into India (Aykut et al., 2017; Chernova, 2022; Desai
etal., 2006; Genschel & Schwarz, 2011; Gunputh et al., 2017; Jalan & Vaidyanathan,
2017, Pitkdnen & Ronnerstam, 2021; Raposo & Mourdo, 2013; Rosenzweig, 2010;
Shaxson, 2011; Yadav, 2018). Nonetheless, not many researches has been conducted
on the evolution of Indo—Mauritian investment relationship and its current status
post-amendment of the DTAA between India and Mauritius during 2016-2017.

Trade, investment and strategic exchanges between India and Mauritius are of
significant value. The countries have significant historical and cultural connections
as well. Mauritius receives substantial investment from India in the form of equity,
debt, lines of credits and guarantees issued. India is the sixth-largest investor in
Mauritius (Bank of Mauritius, 2023). From July 2007 to June 2023, Mauritius
received FDI inflows worth USD 72,783.86 million which is 15% of the total
outward FDI from India. The small island state Mauritius, on the other hand, was the
biggest source of FDI inflows into the Indian subcontinent till 2017. It accounted for
29.07% of the total FDI inflows into India during 2000-2022 (Reserve Bank of
India, 2023). It is apprehended that a large portion of the capital flows from India to
Mauritius are actually round-tripping or fiscal evasion of taxes on Indian money
(Ali et al., 2022; Gunputh et al., 2017; Jalan & Vaidyanathan, 2017; Thukral, 2022)
due to the existing DTAA signed between India and Mauritius on 24 August 1982
and the simultaneous absence of capital gains tax in Mauritius.
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In this context, the objective of the present study is to undertake a qualitative
case study to trace the evolution of the Indo—Mauritian strategic exchange through
migration of funds, especially post-amendment of the DTAA in 2016-2017. The
study endeavours to bridge the current research gap by not only examining the
success or failure of the fiscal corrections, but also attempts to trace the regional
geo-political influences and the behavioural aspects behind the flow of FDI
between the nations.

This case study is structured in the segments as follows: the first section
discusses the relevant literatures about globalisation, FDI and fiscal evasion. The
second section outlines the research methodology. The third section discusses the
findings in three sub-parts, namely, the journey of Mauritius towards becoming a
tax haven, the procedural aspects of round-tripping of Indian investment through
the Mauritian route and the status of Indo—Mauritian investment post-amendment
of the DTAA and the reasons thereof; and the last section of the article concludes.

Literature Review

Globalisation and Tax Havens

Globalisation has three dimensions: the economic aspect, the political aspect and
the cultural aspect. The history of the development of tax havens is connected with
the expansion of economic globalisation, first, with the spread of capitalism
during the nineteenth century and second, post-World War II, with the manifold
increase of the cross-border flows of goods, services, labour and capital and the
formation of the eurodollar market led through deregulation and liberalisation of
the economies (Pitkénen & Ronnerstam, 2021). In the opinion of Todaro and
Smith (2020), the efficiency and effectiveness of the tax collection mechanism of
a host economy depends a lot on the political will of the government. When few
corporations succeed to cunningly reduce or manipulate their compulsory tax
payments, the rival firms tend to lose on competition which forces them to take the
same approach to stay in competition (Pitkdnen & Ronnerstam, 2021).

There are a number of literatures on how the wealthiest people, corporations and
countries reached their status through tax evasion and money laundering. Nicholas
Shaxson (2011) in his famous book ‘Treasure Islands: Tax havens and the men who
stole the world’ commented that ‘tax havens .... are the ultimate escape routes for
our wealthiest citizens and corporations from a menagerie of laws, rules, financial
regulations and democratic accountability. Offshore is globalization’s rotten core’.
According to him, ‘colonialism left through the front door, and came back in through
a side window’ in the name of globalisation. Revelation of the Panama Papers
(2016), Paradise Papers (2017), Pandora Papers (2021) and many such financial
leaks by the International Consortium of Investigative Journalists (IC1J) brought to
the fore the unaccounted-for financial information of a significant number of
corporate giants, global leaders, politicians, public officials, High Net worth
Individuals (HNIs), sport stars and celebrities (BBC News, 2021). They used the
different tax havens for money laundering and channelising their illicit funds.

Today, the tax havens and offshore financial centres (OFCs) are both the
recipients as well as the originators of almost 30% of the world’s share of FDI.
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The Bank for Financial Settlements finds that almost 50% of the cross-border
flow of funds from increasingly varied sources gets routed through tax havens
(Raposo & Mourdo, 2013). Pitkdnen and Ronnerstam (2021) find a significant
positive impact of economic globalisation on the prosperity of the tax havens.
According to Manish and Soni (2020), because laws are enforced at the national
level, the freedom that comes with globalisation is largely misused.

Foreign Investment and Tax Havens

The taxation rules have a significant bearing on the quantity and quality of
international flow of funds into the host economy. In case of international business,
due to the involvement of more than one country, the resident of a certain country
may have earnings generated in some other country. Today’s highly sophisticated
and complex global value chains and ownership structures of the MNCs with
numerous cross holdings and affiliates make it challenging to categorise and
monitor them by their home and host country status. Channelling funds through
low-tax jurisdictions instead of the home countries does not necessarily imply an
illegal act. Treaty shopping might result in a considerable 6% point average
reduction in tax burdens of the MNCs without the indirect routing of the repatriated
income. The coefficients of the treaty shopping indicators are found to be
statistically robust and significant, exerting economic influence on bilateral FDI
stocks (Van’t Riet & Lejour, 2018).

Low- or zero-rate tax havens are not significant conduit nations. There is a
possibility that under-developed nations where resources and wealth are distributed
unequally can maximise welfare in a world with low tax rates (Rosenzweig,
2010). Notably, majority of the tax havens are small island developing states
(SIDS) having paucity of natural wealth and financial resources, and thus, are
largely dependent on foreign trade, investments, grants and aids (Manish & Soni,
2020). They make capital allocation more effective and foster international tax
competition. This pushes for more economic discipline and better fiscal policies
throughout the rest of the world (Mitchell, 2006). The founder of the first offshore
company in the new Mauritius Offshore Business Activities Authority regime in
1993 believes that instead of resenting the loss of tax revenue on capital gains
in India, celebrations should be made for the increased gains in other direct
taxes such as corporate, dividend and employment taxes, and indirect taxes
due to increased economic activity brought about by FDI facilitated by the
India—Mauritius treaty (Desai & Sanghavi, 2008). However, corporate misreporting
or under-reporting or concealment of material facts and information with an
ulterior motive of tax evasion is an illegal act, and a matter of greater concern.

Fiscal Evasion of Taxes

Jones and Temouri (2015) adapted a ‘firm-specific advantage—country-specific
advantage framework’ and identified that the home-country corporate tax rate had
the least impact on an MNCs decision towards setting up of a tax haven subsidiary;
instead, the nature of capitalism and intensity of technology existing in a home-
country location appeared to be a much stronger determinant. On the contrary,
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Maftfini (2009), Dyreng and Lindsey (2009) and Jaafar and Thornton (2015) found
that the marginal effective tax rates of MNCs having tax haven subsidiaries have
been found to be notably lower as compared to their rivals with only non-tax
haven subsidiaries making tax haven subsidiaries a popular and convenient
alternative. Additionally, tax haven operations were found to positively influence
the neighbouring non-tax haven activities (Desai et al., 2005).

Tax evasion may be encouraged or prevented by behavioural dynamics
(Pickhardt & Prinz, 2014). The tax morale of a nation plays a decisive role in
tackling tax evasion problem by MNCs. Countries with low tax morale are found
to take resort to round-tripping of domestic funds through tax havens for tax
evasion (Kemme et al., 2019). The level of tax morale, however, depends on
individual as well as governance factors. The degree of trust and satisfaction with
the government and its quality of public services influence the tax morale of the
residents (Daude et al., 2013). The MNCs interact with the home-country tax laws
depending on the effectiveness of tax evasion prevention measures, the practices
of the rivals and the strength of its own social welfare logic (Nebus, 2019).

In the Indian context, it was expected that after the amendment of the stated
DTAA in 2016, the quantity and quality of trade as well as capital flows between
India and Mauritius shall witness a transformation. Kotha (2018) evaluated the
roles of the executive, legislative, judicial and quasi-judicial authorities, the tax
authorities and the revenue officers of India in the movement of Indian entities to
Mauritius between 1983 and 2017. Mathur et al. (2015) observes that FDI from
tax havens like Singapore and Mauritius may be impacted by the tax treaties with
India like the DTAA, regulations like the GAAR, and the LoB clause. If India
keeps up the DTA A with these tax havens, it will lose out on tax revenue; however,
if it implements GAAR, it will lose out on FDI flows from these nations. In the
given context, the present study attempts to make a fact check about the reality of
FDI inflows into India from the Mauritius post-amendment of the DTAA in 2016.

Methodology

The study is a qualitative case study exploring both primary and secondary data.
The secondary data on FDI flows were collected from the websites of the Reserve
Bank of India (RBI) and the Bank of Mauritius for the period of July 2007 to June
2023. Other pertinent information was assimilated from the company websites,
annual reports and other online materials including journals, book chapters,
reports and blogs.

For procuring primary data required for the analysis an attempt was made to
conduct personal interviews with the authorised personnel of the companies
mentioned in Table 1. However, it was found that a majority of these Indian
companies do not have any manufacturing, services or trading set up in Mauritius;
instead they operate as Global Business Companies (GBCs) (Table 2) which are
formed as tax residents in Mauritius administered by a licensed Mauritian
management services company either as a collective investment scheme (CIS),
close-ended fund, fund manager, investment advisor, protected cell company or as
an investment holding company. Such GBCs are committed to maintain secrecy of
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Table 2. Key Features of Global Business Companies (GBCs).

Key Features

Global Business Companies (GBCs)

Principal corporate legislation

Regulator
Definition

Activities

Registered office

Residential status
Corporate taxation

Capital gains tax

Withholding tax

Access to double taxation treaty
Directors

Shareholders
Company secretary (CS)

Requirements related to
accounts

Filing of annual tax returns
Minimum annual tax/licence fees
Annual tax return filing charges
Minimum paid-up share capital
Time to establish new company
Beneficial ownership

Change in domicile
Trading of shares

The Companies Act 2001

Financial Services Act 2007

Financial Act 2018

Mauritius Financial Services Commission
Companies formed as tax residents in Mauritius
administered by a licensed Mauritian Management
Company. The management and control as well as
the principal bank account have to be in Mauritius,
but it would conduct business outside Mauritius.
It may be a locally incorporated company by way
of a wholly owned subsidiary (WOS) or a branch
of a foreign company. A local person or company
cannot be shareholder of a GBC.

Can be set up as a collective investment scheme
(CIS), close-ended fund, fund manager, investment
advisor, protected cell company or an investment
holding company.

At the address of a licensed management company
in Mauritius

Resident and taxed in Mauritius

Domestic corporate tax rate is 15%. However,
subject to a GBC satisfying the relevant conditions
relating to the substance of its activities, it may
apply an 80% exemption on its foreign dividend
income, interest income and profits from foreign
permanent establishments. The 80% exemption is
not mandatory: the company may apply the credit
system if it so desires

Not applicable

Not applicable

Yes

Minimum two resident directors who are natural
persons

Minimum one

A qualified and resident CS, normally the
management company acts as company secretary
Has to prepare, audit and file annual accounts, but
those are not available to public scrutiny
Mandatory

UsD 1950

UsD 220

UsD |

3—4 weeks

To be disclosed to the authorities, but not to the
public

Permitted

License required for undertaking businesses of
banking, insurance, financial services or to collect
funds from public

Source: OCRA Worldwide Mauritius (2020) and Arch Global Consult (2020).
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Table 3. Profile of the Respondents.

Respondents Profile

RI Mauritian tax practitioner

R2 Mauritian corporate lawyer

R3 Executive chairman and founder of a Mauritian management
services company

R4 Chief operating officer (COQO) of a Mauritian management
services company

R5 Manager of the global business branch of an Indian public sector
bank

R6 Joint general manager of finance and accounts of an Indian MNC

operating in Mauritius

their clients and their operations lack transparency. Hence, availability of data as
well as respondents became a critical challenge. Nonetheless, few professionals
unrelated to these companies assented to be interviewed anonymously (Table 3).
The interviews, in person and over the telephone, were conducted using non-
directive unstructured questionnaire. Their responses were analysed using
inductive thematic analysis method propounded by Braun and Clarke (2006).

Findings and Discussion

Mauritius: Journey Towards Becoming a Tax Haven

Mauritius is a very small tropical and volcanic island on the Indian Ocean with a
population close to 1.28 million. It is a natural-resource-deficient country and
therefore, largely dependent on foreign trade, investment and grants. The main
pillars of the economy are tourism, textile and financial services. As located at the
heart of the Indian Ocean, Mauritius enjoys strong trade and investment ties with
Africa, south and South-East Asia and Australia. Being a European colony till its
independence in 1968, it has strategic affinity to the European countries as well
(Bowman, 2023).

Prior to her independence from British rule, Mauritius was primarily a
sugarcane-based monoculture and an unindustrialised economy with prolonged
balance of payments (BoP) deficits. Sugar constituted 35% of the aggregate
domestic production and 98% of the total exports under the Commonwealth Sugar
Agreement (CSA). High exposure to trade shocks, inequality in distribution of
income, unemployment induced by population explosion, political unrest and
social protests led the Nobel Laureate economist James Meade to consider
Mauritius getting engulfed into the ‘Malthusian trap’ of over-population
(Meade, 1967). However, post 1970s, the government took initiatives to diversify
the economy by promoting manufactured exports through the setting up of the
export processing zones (EPZs), which were largely fed by the FDI inflows. It
also started stimulating the travel and tourism sector besides the predominant
agricultural sector. This resulted in spillover effects through enhanced productivity,
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heightened domestic investment and augmented exports. Complementary public-
private partnerships through setting up of institutions such as Mauritius Investment
Development Authority (MIDA), Export Processing Zones Development
Authority (EPZDA) and Small and Medium Industries Development Authority
(SMIDA) catalysed the popularity of Mauritius as an investment destination.
These together moved Mauritius up the global value chain which won the
country the accolade of ‘Economic Miracle’ given by the World Bank in 2002
(UNIDO, 2021).

In the second phase of industrialisation after 2000, the telecommunications
sector and the financial services sector were popularised in Mauritius. Several
bilateral investment treaties (BITs), legislative changes and membership in
regional associations like the South African Development Community (SADC),
Common Market for Eastern and Southern Africa (COMESA), Indian Ocean
Commission (IOC) and Indian Ocean Rim Association for Regional Cooperation
(IOR-ARC) helped Mauritius regain its economic growth in this phase as well
(Sooreea-Bheemul & Sooreea, 2012).

According to the World Happiness Report 2023, Mauritius is the happiest
country in the African subcontinent and the 59th happiest country out of the 149
countries across the world with a happiness score of 5.9 (World Happiness Report,
2023). The Legatum Prosperity Index places Mauritius as the 47th prosperous
nation of the world (out of 167 nations) (Mauritius: Legatum Prosperity Index
2023, n.d.). Mauritius stands at a Global Rank of 13 and is the best performer in
sub-Saharan Africa in terms of the Ease of Doing Business Index 2020 with a
remarkable score of 81.5 (The World Bank, 2020). However, according to the
Sustainable Development Report 2023, Mauritius has a corporate tax haven score
of 81 against a standard 40 which signifies that the country poaches off tax bases
of other nations based on its laws, rules and recorded administrative practices
(Mauritius: Sub-Saharan Africa, 2023). Out of the four categories of tax havens,
namely Western colonies, sovereign nations, nations as part of cartels and
emerging economies, Mauritius comes under the fourth category, as the tax haven
status leaves the SIDS with quality education, employment generation, strong
governance, development of the financial sector and growth in public revenues
(Raposo & Mourao, 2013). Mauritius is used as a tax-efficient vehicle by global
investors to minimise the withholding tax of dividends, interests and royalties and
also as a platform to invest in Africa. To attract foreign investments, Mauritius
offers several incentives to foreign investors, which in turn has marked Mauritius
as a tax haven country. Mauritius has signed 44 DTAAs, 45 Investment Promotion
and Protection Agreements (IPPAs) and 49 Memorandum of Understanding
(MoUs) with different countries across the globe (Economic Development Board
Mauritius, 2021). Companies formed to access the Mauritian network of DTAAs
as tax residents in Mauritius, ensured that it is correctly structured and the seat
of management and control is in Mauritius and administered by a licensed
Mauritian Management Company. Foreign companies are permitted to operate
from Mauritius as Mauritius authorised companies (ACs) and GBCs. It is to note
that previously GBCs were taxed at 15% with a rebate of 80% making the effective
tax rate to be a mere 3%. Presently, the flat tax rate for all Mauritian tax-resident
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companies has become 15%. However, a partial exemption of 80% is still received
on certain incomes. In the opinion of R3,

Mauritius has uniquely placed herself as the only investment grade international
financial centre (IFC) in sub-Saharan Africa to drive trade and investment in mainland
Africa, and to develop solutions in partnership with mainland Africa for shared
economic growth. Through her signing of Comprehensive Economic Cooperation and
Partnership Agreement (CECPA) with India and Free Trade Agreement (FTA) with
China, Mauritius has a central role to play in facilitating trade and investment between
Asia and Africa, and within Africa.

Modus Operandi: How It All Happens
According to R6,

The economic sustainability of the tax havens hedges on maintaining unobtrusive
Know-Your-Customer (KYC) norms. The sovereign governments consider them as a
threat to their fiscal gains, while the MNCs and High Net worth Individuals (HNIs) take
their aid to shred off their tax burdens.

India has a total of 94 (PwC, 2024) and Mauritius 44 DTAAs (EDB Mauritius,
2022) with different countries of the world. In absence of such treaties, investors
may not consider investing in host economies due to the apprehension of the same
income being taxed twice in two different countries (Pitkdnen & Ronnerstam,
2021). Mauritius is a well-documented round-tripping corridor for India, operating
through OFCs. OFCs or GBCs or special purpose enterprises (SPEs) have the
capability to opaque the real source and true nature of FDI. India and Mauritius
had an operational DTAA prior to the Mauritian independence in 1968. A new
comprehensive DTAA came into force between India and Mauritius on 1 April 1983.

According to R4, ‘Mauritius acted as a platform for India to enter the vastly
unexplored African market. It was part of a few regional African trade blocks, and
had preferential trade agreements and DTAAs with many African countries which
India had not’. Moreover, capital gains were taxed solely at the country of
residence (Desai & Sanghavi, 2008). Hence, a paradigm shift took place when
India liberalised in 1991 and simultaneously, in 1992, Mauritius entered into the
second stage of industrialisation by aiming to become a non-banking offshore
investment jurisdiction. The prospective foreign investors identified the enormous
possibility of tax arbitrage while investing in India through Mauritius. Mauritius
became the most preferred route for entering into the Indian economy, one of the
most lucrative investment destinations of that time, in the form of both FDI and
FPI inflows. The ‘Mauritius Tax Residency Certificate’ issued by the Mauritius
Tax Office was accepted as a valid evidence of tax residency of such companies
and ignored the beneficial ownership of the entities (Kotha, 2018). Moreover, the
corporate tax rate was substantially higher in India vis-a-vis the Mauritian
corporate tax rate applicable to offshore companies (currently, the corporate tax
rate of India ranges from 25% to 30%, excluding surcharge), and there was no
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exchange control on the exchange rate of Mauritian currency leading to transactions
of unlimited value.
R1 commented that

The biggest imperative to invest in India through Mauritius was that an OFC resident at
Mauritius need not pay any capital gains tax on divestment of its securities, while direct
investment and its subsequent disposal attracted 30% capital gains tax in India.

In the opinion of RS,

As a consequence,

a. Foreign investments to India started getting routed through Mauritius for the sake
of better tax management

b. Indian companies started setting up ‘shell companies’ using complex MNC
structures to avoid tax.

c. The entities ended up with non-payment of taxes in either of the countries, leading
to double non-taxation.

On record, 713 Mauritian companies received FDI inflows from India during
July 2007 to June 2023. Out of them 580 (81%) companies are wholly owned
subsidiaries (WOS) of Indian companies. The rest 133 (19%) companies have
entered into joint venture (JV) agreements with their Indian counterparts; 13
Mauritian companies have received FDI inflows worth more than USD 1 billion
from India during the stated period: 52% of the total financial commitment from
India came in the form of guarantees issued, 32% as equity and the rest 16% as
loan (Reserve Bank of India, 2023).

The revision of the treaty with India has been under serious consideration since
2006 due to the apprehensions and complaints received against the ‘Mauritian
route of round-tripping’ of Indian money through shell companies formed in
Mauritius to avoid domestic taxes in India and to route illicit funds.

The amended DTAA between India and Mauritius was signed between the then
Indian Finance Minister Arun Jaitley and Minister of Finance and Economic
Development of Mauritius Pravind Kumar Jugnauth after prolonged deliberations
at the Double Taxation Avoidance Convention (DTAC) held at Port Louis on 10
May 2016. In the first two years starting from 1 April 2017, the capital gains on
shares were taxed at 15%, that is, 50% of prevailing capital gains tax rate of 30%
in India under the revised treaty. Full rate was made applicable from 1 April 2019
onwards (Press Trust of India, 2016b). The amendment required the companies to
have substantial business operations along with employees under their payroll.
They should be listed on a registered stock exchange in any of the contracting
nations. Moreover, they needed to prove that a total expenditure of INR 2.7 million
was made during the immediately preceding 12 months in Mauritius (Kotha, 2018;
Press Trust of India, 2016a). R2 observed that ‘interestingly, there was no mention
of the other kinds of securities implying that even after 2019, no capital gains tax
would be required to be paid for alienation of interest from debt instruments,
convertible securities, derivatives and similar financial instruments’.
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In 2017, the ‘anti-treaty shopping’ or LoB clause was attributed to trace back
the true economic beneficiary of the corporate transactions ‘to confine source-
country treaty benefits to entities that are true residents of the treaty partner and
are fully taxable in that country’ (Postlewaite & Makarski, 1999; Shukla, 2021).
India also implemented the GAAR on 1 April 2017 to trace the dubious transactions
by ‘lifting the corporate veil” and establishing the ‘substance over form’ (PwC, 2017).

Indo—Mauritian capital exchanges post-amendment of the DTAA

A scrutiny of the Indian investments from July 2007 to June 2023 reveals that out
of the nine industrial sectors, the finance, insurance, real estate and business
services sector of Mauritius attracted 30% of the Indian investment (not in value
terms) followed by the manufacturing sector (15%), as presented in Table 4.
However, in reality, not many manufacturing activities are done by the Indian
companies in Mauritius. Instead, most of these companies are actually GBCs.

From the Indian perspective, Singapore outpaced Mauritius as the biggest
source of foreign capital from 2018 onwards, and later from 2020, USA took the
second lead sending Mauritius to the third rank which coincided with the
grandfathering of the Indo—Mauritian DTAA (Figure 1). Notably, Singapore also
used to extend the same tax benefits as Mauritius prior to the revision of the DTAA
with India, and a similar revised DTAA had been signed between India and
Singapore with effect from April 2017 itself.

In response to the query as to what according to him is the biggest reason
behind this downward slip of Mauritius, RS commented that

It is not because of the amendment of the DTAA between India and Mauritius that

Singapore and the USA has climbed up the ladder as the biggest foreign investors of
India. Rather it is because of the grey-listing of Mauritius by the Financial Action Task

Table 4. Sectoral Distribution of FDI Inflows from India to Mauritius (July 2007-June 2023).

Number of
S.No.  Sectors Companies
I Finance, insurance, real estate and business services 261
2 Manufacturing 130
3 Wholesale, retail trade, restaurants and hotels 92
4 Community, social and personal services sector 65
5 Agriculture, mining, hunting, forestry and fishing sector 56
6 Construction 52
7 Transport, storage and communication services 37
8 Miscellaneous 12
9 Electricity, gas and water 8
Total 713

Source: Authors’ compilation from Reserve Bank of India (2023).
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Figure I. Country-wise and Year-wise FDI Inflows into India.

Source: Authors’ calculation from Reserve Bank of India (2023).

Force (FATF) and other such organisations that has pulled Mauritius down in the list of
the investing countries in India.

To prevent and monitor global money laundering, proliferation of nuclear,
chemical and biological weapons, and terrorism financing the FATF became
operational in 1989. Mauritius was grey-listed by the FATF in February 2020 as a
non-compliant jurisdiction having strategic deficiencies in countering global
money laundering and terrorism financing (Financial Action Task Force, 2023).
Subsequently, Mauritius was also EU-Blacklisted as a High-Risk Third Country
and entered the UK List of High-Risk Third Countries.

However, Mauritius complied with the FATF demands, and in October 2021
it managed to get out of that list. In January 2022, it was removed from the
EU-Blacklist. They were satisfied that there were no longer any strategic deficien-
cies in the anti-money laundering and combating the financing of terrorism
(AML/CFT) framework (Bowman Admin, 2022). Presently, Mauritius is only in
the ‘Corporate Tax Havens’ list of Oxfam, a non-govt. organisation from Oxford,
England, which is a coalition of many humanitarian and development institutions
that prioritise poverty alleviation and development assistance (List of the World’s
Most Notorious Tax Havens, 2024). Meanwhile, China emerged as a major eco-
nomic partner of Mauritius by strengthening the trade ties, investing in infrastruc-
tural projects and extending grants, and India started receiving more investments
from Singapore, its closest ally from South-East Asia, and another tax haven.

Post-amendment of the DTAA, the Mauritian government approached India to
extend line of credit (LoC) and additional investments into their country to boost
their economy as well as for the generation of employment, as presented in Table 5
(Press Trust of India, 2016b). Immediately after such an approach, a total amount
of credit of USD 465 million was extended by the Government of India to
Mauritius on 27 May 2017.
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Table 5. Line of Credits (LoC) by India to Mauritius Post-amendment of the DTAA.

Project
Value
Year of Date of Name of the (USD in
Approval Signing LoC  Borrower Projects Covered millions)
2020-2021 19-02-2021 Government of  For procurement of 100.00
Mauritius defence items from India
2021-2022 27-05-2017  SBM (Mauritius)  Metro Express (Phase |, Il 340.00
Infrastructure and IIl)
Development Social Housing - Contract |  25.00
Co. Ltd Construction of MW 7.52
Solar Power Plant at
Henrietta
Acquisition of Incinerator 2.26
Equipment
Acquisition of Trailer 0.47
Mounted Flood Pumps
Acquisition of 20 6.43
firefighting vehicles
Construction of Mauritius 42.50
Police Academy
Construction of Forensic 13.50
Science Laboratory
Construction of National 13.00

Archives and National

Library project

Equity participation 14.32
for financing various

infrastructure projects

2022-2023 17-10-2022  SBM (Mauritius)  For implementation of 300.00
Infrastructure Mauritius Metro Express
Development Project Phase-IV from
Co. Ltd Reduit to St. Pierre and

Cote d’Or Region

Source: India EXIM Bank (2023).

It is worth noting that as of now India has contributed maximum LoC to
Mauritius among the entire African region (India EXIM Bank, 2023). Instead of
influx of capital in the form of equity, the nature of the mobile capital shifted to
the form of loans from the Indian Government itself. State-owned and privately
owned Indian companies like RITES, NBCC, HSCC and Larsen and Toubro
(L&T) have significant role in building the Mauritian infrastructure. In March
2024, the Prime Minister of India virtually inaugurated an airstrip and a jetty built
with support from India at the Agalega Islands in Mauritius, to closely observe
and counter-balance China’s expanding influence in the Indian Ocean region
(IOR) (Chaudhury, 2024).
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Conclusion

International tax havens have always been considered to be a threat to the coveted
tax neutrality among the countries contesting for foreign capital investments,
and inevitably tax reduction is the most popular way through which the
sovereign governments compete for mobile capital (Genschel & Schwarz, 2011).
Tax arbitrages strictly depend on cross-border legal regulations and tax rate
differentials, leading to increased intensity of tax cooperation among the nations.
The capital neutrality principle postulates that lower tax barriers between
economies help to determine the location of investments on the basis of economic
factors rather than on taxation. However, in reality, due to the paradox of capital
neutrality, a country’s desire for neutrality can actually increase the incentives for
tax competition for other nations, resulting in an even less efficient use of
resources, ceteris paribus. Whatever be the degree of cooperation between the two
nations, they have no power to curb down the tax competition existing between
them, the Indo—Mauritian case being no different (Chernova, 2022).

Mauritius is one of India’s closest allies due to strong historical links, cultural
proximity as well as economic interdependence between them. The Mauritian
arguments contend that the variables that contribute to the importance of the
Mauritian route were not those stipulated in the treaty but rather those provided by
Mauritius itself, including higher labour standards, a workforce, closeness to
India, shared history and culture, political stability, protection against expropria-
tion through the law and freedom from restrictions on foreign exchange (Bodell,
1996; Desai & Sanghavi, 2008; Kotha, 2018).

However, of late, there is growing influence of China, India’s major economic
contender, in Mauritius. On the one hand, China is becoming the biggest source of
trade and investment inflows into Mauritius; on the other hand, replacing
Mauritius, Singapore and the USA are becoming the major sources of FDI inflows
into India post-amendment of the DTAA in 2016. Apparently, it may seem that
such decline in mobility of capital between India and Mauritius is due to the revi-
sion of the tax treaties, but the study instead observes that first, the FATF grey-
listing of Mauritius, and second, the Chinese economic invasion policy are the
real reasons behind such decline in flow of capital between the countries. However,
the major limitation of the study is the bias present in the selection of the respond-
ents due to limited responses available for confidentiality reasons.

Tax competition is not only a matter of law, but of ethics and morality as well. No
amount of international collaboration can impede tax competition. There are
differences in opinion as to whether tax havens are a boon or a bane, a friend or a
foe, heavens or hells (Raposo & Mourdo, 2013; Stasiunaityte, 2014). However, the
intentions of both the investors and the service providers are what matters the most.
SIDS and poorer countries tend to cooperate with richer nations in order to maintain
capital neutrality which leads to ‘offshorisation of economies’ (Chernova, 2022);
surprisingly, high-income economies like the USA, the Netherlands, the UK and
Switzerland are also well-recognised tax havens. Tax morale and the inability to
customise tax laws to best serve the interests of the country increases the already
atrocious expenses of poor governance (Manish & Soni, 2020). Unless human greed
is checked, whatever legal modifications are made, the unscrupulous human mind
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would engineer cunning loopholes out of the legal systems to satisfy its ulterior
motives. Grave and worthy punishment might suppress the propensity to evade tax,
but that also demands good governance and uncorrupted national systems.
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Introduction

India is the fastest-growing large economy in the world, with the growth rate of
the Indian economy estimated at 8.2% in 2023-2024 (MoSPI, 2025). This creates
increased demand for infrastructure to make this growth sustainable and inclusive.
This also implies a near-endless appetite for infrastructure investments.

In this context, despite the recent Indo-Canadian diplomatic row, there is one
facet of engagement that is welcomed in India, and it has produced handsome
returns for Canadian firms. The reference is to infrastructure investment in India
by Canadian pension funds (Canadian Pension Plan Investment Board (CPPIB);
Caisse de dépot et placement du Québec (CDPQ); Ontario Teachers’ Pension
Plan (OTPP); and Public Sector Pension (PSP) Investment Board). It is esti-
mated that the cumulative investment of Canadian pension funds into India is
over US$75 billion. These pension funds are long-term investors and are
unlikely to change strategies based on short-term events, like the recent India—
Canada diplomatic row.

Literature Review

There is voluminous literature on infrastructure and its financing given their
importance for economic growth and development. Much of this literature is
referred to in subsequent sections as I discuss Canadian funding of Indian infra-
structure. Some other strands of literature are discussed below.

Jordan Schwartz (2024) says that for many emerging and developing econo-
mies, balancing economic growth with poverty alleviation and climate objectives
is the central challenge. He emphasizes financial innovation (among them, green
bonds) to be able to bring about sustainable development.

Ravenhorst and Brounen (2022) study the motives of institutional investors to
spend on infrastructure. They find that portfolio diversification, downside risk
protection, and stable income yields are all valid reasons for investing in infra-
structure. However, they also report that evidence on infrastructure’s inflation-
hedging capabilities is less compelling.

McKinsey & Company (2016) emphasizes the close connection between envi-
ronmental, social and governance (ESG) norms and institutional investment when
it says that major institutional investors have pledged to decarbonize their invest-
ment portfolio and to assess the carbon footprint of their assets as part of the
portfolio decarbonization coalition. McKinsey also emphasizes that domestic
capital markets will be pivotal to financing infrastructure investment, particularly
the banks, pensions, and insurance companies that are growing fast and hold more
than 80% of institutional assets under management (AUM) in middle-income
countries like India.

I analyze and incorporate, as appropriate, all these suggestions in the following
sections.
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Logic of Moving from Bank Financing to Institutional
Financing of Infrastructure

The main sources of debt financing of greenfield infrastructure in India, in
common with the rest of the world, are banks and Non-Banking Finance
Companies (NBFCs), such as Power Finance Corporation, Rural Electrification
Corporation, Indian Railway Finance Corporation, etc. It is estimated that cumu-
latively, till August 2024, about 13.06 trillion (lakh crore) has flown into infra-
structure from banks (Table 1) and about %15 trillion from NBFCs.

The pace of bank credit deployment to infrastructure in India has slowed down
considerably in recent years. Table 1 shows that incremental bank credit growth to
infrastructure slowed down to 0.2% (or I21.06 billion in absolute terms) in the
current financial year (FY) (till August 2024), compared to 3% in the previous FY.
This demonstrates the increasingly marginal role being played by bank credit to
infrastructure, as the total Indian infrastructure spend (from central government,
state governments, and the private sector) in 2022-2023 was about Z12.5 trillion
(CRISIL, 2023), with bank credit to infrastructure contributing only I51.88 billion
to this number. This implies that other sources of infrastructure finance, including
institutional investment into infrastructure, are becoming more important.

In addition, bank finance to infrastructure suffers from asset-liability mismatch
(ALM) as bank liabilities are short-term (their deposits, including fixed deposits,
are generally for a maximum term of 5 years), while infrastructure assets are long-
term (the concession period in a majority of infrastructure projects is 30 years or
more). Long-term contracts are essential in infrastructure because of the need for
amortizing the large capital costs associated with these assets over a long period
of time for keeping the user charges reasonable. Financing of long-term assets
with short-term liabilities results in ALM and subjects the projects to refinancing
and other related risks. Therefore, there is an ongoing effort, the world over, to
move from bank financing of infrastructure to institutional financing (from
pension, insurance, and sovereign wealth funds) of infrastructure.

Institutional financing of infrastructure does not suffer from ALM, as the liabil-
ities of institutional investors (e.g., the pension liabilities of pension funds like
CPPIB) are also long term and match up with the tenure of infrastructure assets.
As populations age and the longevity of the people increases, the pension funds in
the developed world (being subjected to higher dependency ratios and long lives
of people post-retirement) are looking for assets that can provide long-term steady
returns with low correlation with business cycles. For example, the OTPP admin-
isters pension payments of over $6 billion annually. In 1990, there were four
teachers for every pensioner with an average pension (post-retirement) life of
25 years. However, by 2018, the ratio was down to 1.3 active teachers for every
pensioner and a pension life of 32 years. As a result of these demographic trends,
OTPP is looking for low-risk, long-term, and inflation-hedged investments,
which explains their increased interest in infrastructure assets (Pratap, 2024).
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These institutional investors are also passive investors and do not want to be sub-
jected to risks associated with greenfield infrastructure (like land acquisition and
environmental and forest clearance risks).

Given the boundaries of attractive investment avenues for institutional inves-
tors, brownfield infrastructure investment in developing countries like India
matches up nicely. Since these are brownfield and operational assets, they have
been de-risked, given that they are past the risks posed by contested land acquisi-
tion or protracted environment and forest clearance processes. India also has a
large stock of brownfield infrastructure assets ($15 trillion, as estimated by the
World Economic Forum (2017)). Owing to these reasons, Canadian pension funds
are very active in the Indian infrastructure market.

What Makes Indian Infrastructure an Attractive
Proposition for Passive Investors

For many of these passive institutional investors, it is important to gain comfort on
the fundamentals before focusing on a specific investment opportunity. As we have
seen, India is the fastest-growing large economy in the world, with the FY 2023—
2024 growth rate being 8.2% (MoSPI, 2025). Multilateral institutions like the World
Bank and IMF recognize India as the bright spot with sustained growth in an increas-
ingly uncertain world—India is likely to become the third-largest economy in the
world by 2027 (Blackrock, 2024). Government debt (including foreign debt) is at a
manageable level. The Indian population is young, and the associated demographic
dividend is likely to support the high growth rate of the economy. India is the world’s
largest democracy, with orderly elections and processes, mitigating political risks.
All this gives an investment-grade rating to the country and is a source of comfort to
passive investors like institutional investors.

India has a near unending appetite for infrastructure investments. World Bank
(2008, p. 35) has estimated that, for high and sustained growth, investment in
infrastructure needs to be in the range of 7%—8% of GDP. As per the National
Infrastructure Pipeline launched in 2020 (Ministry of Finance, Government of
India, 2020), India needs to nearly double the annual infrastructure investment to
about $250 billion (which is in the range of 7%—8% of the Indian GDP). India has
prioritized infrastructure investment with an FY 2024-2025 capital investment
budgeted at X11.1 trillion by the Central Government (Ministry of Finance,
Government of India, 2024). India has the second-largest infrastructure deficit in
the world, which will ensure continued demand for infrastructure investments. As
per the World Economic Forum (2017), India has a large stock of brownfield
assets ($15 trillion, enabling capital deployment of a reasonable scale) that are
de-risked (because they are past land acquisition and environment and forest
clearance stages) and, therefore attractive to passive institutional investors. Roads
and power transmission (and renewable energy among emerging sectors) are
attractive for deploying capital, given that they have regulated inflation-indexed
tariffs, assuring predictable, monitorable, and transparent cash flows. There are
many high-quality potential local partners (like L&T and National Highways
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Authority of India (NHAI)) who mitigate risk at the country level and thus provide
comfort to these investors.

Forms and Extent of Participation of Canadian Pension
Funds in Indian Infrastructure

Canadian pension funds have the world’s highest asset allocation to infrastructure,
at over 5% of assets. Canada has a robust system of national/sub-national coopera-
tion for implementing public—private partnerships; project procurement processes
prioritize stability of long-term financing over shorter-term cost savings, a large
defined benefit pension system that needs long-term inflation-linked investment
assets to match their liabilities, generating steady demand for project bonds, and
little competition from banks for longer-term financing due to the latter’s con-
servative lending approach and preference for shorter maturities.

For these reasons, Canadian investment in Indian infrastructure has come in
many forms, including direct investment in infrastructure (e.g., Bangalore Airport
and ReNew Power) or participation in Infrastructure Investment Trusts (InvITs).
Some major Canadian investments in the Indian infrastructure space are discussed
below.

Fairfax Corporation (owned by Canadian billionaire Prem Watsa) is the major-
ity owner of Bangalore International Airport Limited (BIAL) with a stake of 64%
in the airport. BIAL, under a concession agreement with the Government of India
until the year 2068, has the exclusive rights to carry out the development, design,
financing, construction, commissioning, maintenance, operation, and manage-
ment of the Kempegowda International Airport, Bengaluru (KIAB) through a
public—private partnership. KIAB is the first greenfield airport in India built
through a public—private partnership (BIAL, 2024).

CPPIB is a major investor in renewable power, investing a combined US$1.3
billion for an approximately 20% stake in ReNew Power Ventures Pvt. Ltd., one
of India’s leading clean energy companies with about 10.3 GW of capacity diver-
sified across wind, utility-scale solar, and rooftop solar power-producing assets.

Canadian pension funds have also invested in InvITs. InvITs are like mutual
funds, but instead of owning financial securities, they own real infrastructure
assets. InvITs are Securities and Exchange Board of India (SEBI)-regulated
investment vehicles, with InvIT regulations coming into effect in 2014. InvITs are
being used extensively by both public sector and private sector companies to
reduce debt, attract capital from institutional investors like pension and insurance
funds, and lower the cost of capital.

CPPIB has participated in at least two InvITs. In May 2018, L&T Infrastructure
Development Projects Limited (IDPL) launched the first private infrastructure
investment trust in India—IndInfravit Trust—with an initial portfolio of five oper-
ating toll roads, which has grown over time. CPPIB now has a stake of 58% in
L&T IDPL.

In addition, CPPIB has acquired 25% of the units in National Highways Infra
Trust, an infrastructure investment trust sponsored by the NHAI, for ¥15.03 billion
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(C$257 million). The trust acquires brownfield toll roads from NHAI, the govern-
ment agency responsible for developing, maintaining, and managing national
highways in India (Canada—India Business Council, 2022). In 2024, CPPIB and
OTPP have invested another $438 million (336.40 billion) in the NHAI InvIT. The
InvIT will use this money to acquire seven more road concessions. Once these
assets are acquired, the InvIT would own, operate, and maintain a portfolio of 15
toll roads across 9 states, spanning a total length of 1,525 km with a concession
period ranging from 20 to 30 years (Malik, 2024).

CPPIB holds a stake in 139 Indian companies, including Reliance Industries,
Infosys, Zomato, and Tata Consultancy Services (though most are not strictly in
the infrastructure space). It is estimated that CPPIB has invested more than US$20
billion in Indian infrastructure.

Other Canadian pension funds like CDPQ and OTPP are also active in the
Indian infrastructure market. For example, NHAI has raised 36,267 crore from
monetization of the Eastern Peripheral Expressway, half of the new ring road
around the National Capital Region. Indian Highway Concession Trust, a JV of
Maple Highways, a private company incorporated in Singapore, and CDPQ, a
Canadian pension fund, bagged the project under the Toll-Operate—Transfer
model in November 2022.

Similarly, Mahindra Group sold 30% stake in its renewable energy unit
Mahindra Susten to Canadian pension fund OTPP for 2,317 crore in September
2022. KKR, a leading global investment firm, and OTPP signed an agreement in
April 2022 under which Ontario Teachers’ will invest up to US$175 million
(CAD220 million) in KKR’s road platform in India, which includes Highway
Concessions One.

More than half of institutional investors plan to increase their long-term stake in
infrastructure. Since 2011, allocations among the top 10 global public pension funds
with infrastructure investments have more than quadrupled. These trends are likely
to continue as pension funds plan to raise future allocations to infrastructure.

What Does the Future Hold for Canadian Investment in
Indian Infrastructure

There are forces on both the supply side and demand side that make for an attractive
India—Canada infrastructure partnership for years to come. As we have seen, India
has a large stock of brownfield assets (World Economic Forum, 2017). The pension
funds also want to increase their investment into infrastructure, given their future
liabilities and risk—return preferences. While Indian infrastructure accounts for a
small percentage of the allocations of Canadian pension funds currently, the total
AUM of these pension funds points toward the growth potential of these invest-
ments in the future (CPPIB AUM $497 billion; CDPQ $420 billion; OTPP $242
billion; PSP investments $206 billion) (Infrastructure Investor, 2021 June).

One suggestion for India to increase pension fund investment into its infra-
structure is to frame infrastructure investment as an ESG investment (ranging
from metro rail to renewable energy) to capitalize on the desire of these funds to
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move trillions into assets that produce benign ESG outcomes. As the World
Economic Forum (2021) says, this (framing infrastructure investment as ESG
investment) not only has the potential to make infrastructure more resilient but
would also attract the capital needed to fill the infrastructure investment gap.

Conclusion and Policy Implications

India needs more avenues of infrastructure investment, given its high growth rate.
Pension funds in general, and Canadian pension funds in particular, are increasing
their allocations to infrastructure as an asset class. This synergy of interests implies
a mutually beneficial partnership for years to come.

In an increasingly uncertain world, investment flows across countries could
possibly provide a stabilizing force, which could provide a more robust founda-
tion to international relations. In this way, the risk premium associated with uncer-
tainty could come down, making investment more lucrative. This could become
another reason for countries seeking cross-border investment flows.

But these are early days. This article throws light on an important empirical
observation related to cross-border investment flows. A lot more work needs to be
done (cross-country studies, time-series analysis, etc.) to validate the above policy
implications.
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Vinayshil Gautam is a prolific academic and management thought leader whose
writing spans decades of scholarship in organizational behavior, strategic
management, and leadership development. His previous works, such as Enterprise
and Society: A Study of Some Aspects of Entrepreneurship and Management in
India (1979), Management for Engineering Action (1993), and Organization
Development Systems (2011), provide a strong basis to evaluate his writing style
critically.

His latest book—You Are Not Alone (Organization Management: Selected
Essays)—gives a compilation of writings which he has authored over the decade
or so. Essays which were published at different sources are compiled to provide a
reflective retreat for the reader. Gautam’s writing blends theoretical depth with
practical insights. His works are rooted in rigorous academic discourse, often
drawing from established management theories, yet they do not shy away from
engaging with real-world applications. He frequently bridges the gap between
conceptual frameworks and their utility in corporate, governmental, and
institutional settings.

Gautam’s writing is distinguished by its formal, authoritative tone. On the back
cover of the book, Gautam reflects on his intent of writing by clarifying
his position

I continued to write because I believe like many thinking persons, I have reactions to
what I see, experience, and learn in life.

It is a must read but before dwelling in the book to understand the pretext where
he provides a reason for the title of the book,
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There are times when one loses perspective, because one’s experiences are severe,
or one simply considers one’s experience as unique. This may be only, partly, true.
Similarly, one’s choice appear very special, (as indeed they are). Yet similar choices
may have been exercised by others. Hence the thought that one is not alone...This book
is different by the experiences within it create a connection.

His vocabulary is rich, and he often employs terminology that reflects his deep
academic background. While this lends credibility to his works, it can occasionally
make his texts inaccessible to general readers or early-career professionals
unfamiliar with management jargon. His sentence structures are often complex,
reflective of his extensive engagement with high-level academic discourse. At
times, this makes his writing more suited for a specialized readership rather than
mass-market business books that favor brevity and simplicity.

One critique of Gautam’s style is that it often leans towards an impersonal,
academic tone rather than a distinct personal voice. While this enhances objectivity,
it can sometimes make his writing less engaging for readers looking for a more
direct and opinionated authorial presence. However, the formal and erudite tone,
combined with a preference for conceptual depth over narrative engagement,
makes his books more suited for academic and professional audiences rather than
casual readers of business literature.

The book is written as a compilation of reflection notes structured over 12 chapters.
Chapter 1 contains 18 writings on organizational behavior. Starting with “The
Cornerstone of all Relationships” where he highlights how “trustworthiness” as the
foundation of all relationships either at work or family; brings in aspects of why
contemporary national politics need to go “Beyond the Divisive, Identity Politics™ till
a critical note on “Higher Education—When Comes the High Tide?” raising a strong
observation on employment outcome.

Chapter 2 on economics contains 16 commentaries on economics around
religious festivals, post coronavirus disease 2019 (COVID-19) global economic
disruptions. Chapter 3 is on communication where he ranges into an anecdote
from Abhigyan Shakuntalam to describe the nuances of meaning and emotions,
integrity of thoughts and action, and finally the essential connect between emotions
and relationships. Chapter 4 comprises extensive notes on some of the most
pertinent around quantitative techniques questioning scientific thinking. Chapter
5 raises questions around the logic and basis of organizational design for public
policy and development. While Chapter 6 brings us to a great reflective stance on
operations management and how metaphorically the synch between the mind and
the body is an exemplar of operational excellence. Chapter 7 focuses on finance
and accounting providing a critical account of the author’s take on the robustness
of the national financial system. Subsequent chapters are on international business,
information technology, human resource management, managerial skills, and
finally, on business policy.

For those seeking a rigorous, well-researched, and analytically structured
exploration of management thought, Gautam’s recent work is invaluable.
However, readers looking for a more accessible, anecdotal, or personally infused
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writing style might find his approach somewhat dense. His book, You Are Not
Alone: Organisation Management—Selected Essays, is expected to continue in
this tradition, further reinforcing his standing as an authoritative, if somewhat
traditional, voice in management scholarship.

ORCID iD
Rohit Dwivedi https://orcid.org/0000-0002-6188-7034


https://orcid.org/0000-0002-6188-7034

IIMS Journal of Management Science: Guidelines for Authors

Manuscript submission

e The preferred format for your manuscript is MS Word.

e The journal does not consider a paper that has been published elsewhere or that is under
submission to another publisher. Authors must attest to this at the time of submission. It
is also author’s responsibility to disclose any potential conflict of interests regarding their
submitted papers.

e Authors will be provided with a copyright form once the contribution is accepted for
publication. The submission will be considered as final only after the filled-in and signed
copyright form is received.

Basic formatting of the manuscripts

The journal publishes the following article types:
e Research Articles
e Book Reviews
e Case Studies
e Commentaries
o Perspectives

Recommended length of articles is 6000-8000 words, inclusive of tables, figures and
references. All regular/research articles must be accompanied by an abstract of up to 200
words and 4-6 keywords.

Please refer to the Submission Guidelines on the journal website for details on formatting.
Spelling and numerical usages

e Consistent use of either British or American spelling is advised, but not both at the same time.

e Spell out numbers from one to nine, 10 and above to remain in figures. However, for exact
measurements use only figures (e.g. 3 km, 9%). Please use ‘thirteenth’ instead of ‘13th
century’; use ‘1960s’ instead of ‘nineteen sixties’.

Quotations, notes, tables and figures

e British English uses single quotation marks to indicate quotations or dialogue, double
quotation marks for quotation inside quotation (nested quotation). American English flips
that method and uses double quotation marks to indicate quotations or dialogue, and
single quotation marks for nested quotations. Either British or American punctuation
patterns should be used and it should not be a mix.

o Notes should be numbered serially and presented at the end of the article. Notes must
contain more than a mere reference.

e Tables and figures must be cited in the text, and indicated by number separately (Table
1), not by placement (see Table below). Source details for figures and tables should be
mentioned irrespective of whether or not they require permissions.

e All photographs and scanned images should have a resolution of minimum 300 dpi and
1500 pixels, and their format should be TIFF or JPEG. Due permissions should be taken for
copyright-protected photographs/images.

References and their text citations

e References and their citations should be given in accordance with APA 7th edition.

e Please ensure that all references mentioned in the reference list are cited in the text and
vice versa.

For detailed style guidelines, please visit https://journal.iimshillong.ac.in

%

SHILLONG




% - ‘ spectrum  Journals

-
JiM Powered by & Sage





