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Abstract

Purpose — Without competent and talented employees, no organisation can grow and sustain for a long time. It
becomes essential for every organisation to retain and satisfy the employees to achieve their predetermined
organisational goals. The present study examines the mediating effect of workplace spirituality dimensions (i.e.
meaningful work, compassion, transcendence, mindfulness and sense of community) in the link between job
satisfaction and organisational citizenship behaviour (OCB) among managerial employees of selected
manufacturing firms of Chhattisgarh state.

Design/methodology/approach — Correlational research design was incorporated. Employees working at
managerial positions at different private manufacturing firms of Chhattisgarh state were chosen as a sample
for the present study. Regression analysis and confirmatory factor analysis tools were used to analyse the
primary data collected from 400 respondents.

Findings — The results revealed that all the dimensions of workplace spirituality, i.e. meaningful work,
compassion, transcendence, mindfulness and sense of community, were found statistically significant and
partially mediated between job satisfaction and OCB among managerial employees of Chhattisgarh. The
authors discussed the results thoroughly and provided avenues for the future research.

Research limitations/implications — The findings of the present research study will assist all private
organisations in rethinking their employee retention and satisfaction strategies, since the presence of workplace
spirituality in the organisation has a significant and beneficial impact on its environment. The current research will
assist organisations in creating circumstances for OCB for employee via the introduction of workplace spirituality.
Originality/value — Creating spirituality in the current situation, where Covid-19 has suddenly affected all
organisations around the world, would be extremely beneficial in terms of employee retention and satisfaction,
which would eventually aid in the development of an environment conducive to citizenship behaviour at the
workplace. However, the role of workplace spirituality as a mediator in the link between job satisfaction and
OCB is innovative and has received little attention in the research community.
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1. Introduction

Modern organisations are currently facing several employee-related issues, such as
absenteeism, turnover, corruption, stress-related illness, conflict, burnout, violence, etc.
Previous researchers evidenced that these issues are abundant where spirituality is not
present in the workplace (Nasina and Doris, 2011). Workplace spirituality is itself
demonstrating an essential ingredient in order to retain and satisfy the talented employees
of the organisation, which eventually helps the growth and development of the same (Chawla
and Guda, 2010; Choerudin, 2014; Giacalone and Jurkiewicz, 2003; Kinjerski and Skrypnek,
2008; Van Der Walt and De Klerk, 2014). Workplace spirituality pervades the society and
promotes peer knowledge, while also allowing them to express their sentiments for other
people (Giacalone and Jurkiewicz, 2003). It is all about pursuing a spiritual path in one’s
employment as a means of moving forward and contributing to the community in a
meaningful manner. It entails showing compassion, understanding and support to others, as
well as being truthful and trustworthy to oneself and others. Previous studies explained that
workplace spirituality has a significant role in creating the positive environment for OCB
(Belwalkar et al., 2018; Charoensukmongkol et al., 2015).

OCB is a notion that is still in the early stages of development that concerns how and why
employees contribute positively to their organisations outside of their designated job duties;
it is a concept that has gained popularity in recent years. When it comes to OCB, researchers
are asking basic issues about the conditions in which people “go the extra mile” at their places
of employment. But, more specifically, what are the personal characteristics and
organisational settings that motivate people to contribute in ways that go beyond their
official job requirements? Was there a compelling reason for someone to contribute to a
colleague’s fundraising efforts or to bring in refreshments at the workplace? The definition of
OCB has evolved as a result of its use. Organ provided the fundamental definition of OCB in
1988, stating that it is “individual behaviour that is discretionary, not expressly
acknowledged by the formal incentive system, and that, taken together, enhances the
effective functioning of the organisation”. Giving coworkers a ride home, recommending
methods to enhance a colleague’s work or simply feeding paper into the common printer are
all examples of OCBs. It also includes assisting with the recruitment of competent personnel
for certain jobs, providing ideas to enhance workplace amenities and working unpaid
overtime. Because of these, such behaviours are desirable, yet they are difficult to nurture
inside traditional organisational structures. Organisations wishing to promote OCB must
first identify the elements and specific actions that may contribute to the development of the
condition.

Spirituality has the ability to influence people’s conduct in a positive manner from the
mside out (Heaton et al, 2004). Employees’ spirituality may assist them in identifying and
comprehending the significance in their life, which can be beneficial to their professional
growth (Lips-Wiersma, 2002). In addition, promoting spirituality in the workplace may be
seen as an approach to organisational growth since it allows for the expression of values like
as virtue, citizenship behaviour, honesty and integrity in a safe and comfortable environment
(Petchsawang and Morris, 2006).

Moreover, it has been pointed out by Halbesleben and Bellairs (2016) that just when two
persons display the same kind of OCB, it does not always follow that they are motivated by
the same reasons. When two individuals are being courteous to one another, one may be
motivated by image management and the other by concern for the quality of their
workplace environment. Despite the fact that it is difficult to identify conclusive drivers and
indicators of OCB, owing to its importance in the development and prosperity of the
organisation, it has become necessary to undertake research in order to identify such
elements. The present study conducts an empirical investigation of workplace spirituality
dimensions (i.e. meaningful work, mindfulness, compassion, transcendence and sense of



community) as mediating variables in the link between job satisfaction and OCB among  An analysis of

managerial employees of private manufacturing firms of Chhattisgarh state.

2. Literature review

2.1 Workplace spirituality

Globally, there is no clear consensus about workplace spirituality, with almost 70 definitions
existing (Giacalone and Jurkiewicz, 2003; Markow and Klenke, 2005; Karakas, 2010; Valecha,
2012). Workplace spirituality identifies that when a person comes to work, he/she brings his/
her unique skill set, talents and interests (Doraiswamy and Deshmukh, 2015). According to
Marques et al. (2007), workplace spirituality is an experience of interconnectedness, a sense of
community and a connection to higher goals by individuals at work.

Different researchers have shown the concept of workplace spirituality through distinct
elements. Westgate (1996) has identified four elements of workplace spirituality, i.e. meaning
and purpose in work, transcendent experiences (something beyond normal rationality),
intrinsic values (internalised values that direct individuals’ behaviour) and community
aspects. Ashmos and Duchon (2000) found in their study that workplace spirituality should
not just be considered a manifestation of one’s intellectual capabilities at work but expressing
oneself entirely at the workplace.

Giacalone and Jurkiewicz (2003) defined spirituality at the workplace as an organisational
value framework that encourages employees’ various transcendental experiences through
work and motivates people to have a sense of connection with other employees, increasing
completeness and joy. According to Ashmos and Duchon (2000), workplace spirituality
acknowledges that every employee has an inner life, which encourages and is encouraged
through meaningful work in the organisation.

2.2 Job satisfaction and workplace spivituality

Despite the fact that job satisfaction has been widely investigated, consistent findings have
not been found. Job satisfaction may have a spiritual basis, rather than merely a
“materialistic” one, because contemporary employees consider aspects such as self-
actualisation, being associated with an ethical organisation, having interesting work,
earning money, having colleagues who serve humanity and serving future generations and
the community environment to be important, meaningful and purposeful in their work
(Mitroff and Denton, 1999).

Additionally, meaning and purpose in life contribute to a person’s well-being (or life
satisfaction) (Zika and Chamberlain, 1992). Thus, spirituality plays a critical role in a person’s
well-being (or life satisfaction). This argument is backed up by Young et al (1998), who
discovered that spirituality helps people retain their overall well-being. As a result, it is
thought that a spiritual person will be usually satisfied with life and, as a result, will interpret
events and act differently than a dissatisfied person. Thus, a person who is satisfied is more
likely to exhibit more spiritual behaviour at work in order to maintain that satisfaction and to
develop a stronger connection with the organisation.

2.3 Job satisfaction and orgamisational citizenship behaviour

Several academics have addressed the link between job satisfaction and OCB. Non-academic
employees of the Malaysian University System were studied by Mohamed (2016) for the
relationship between job satisfaction and OCB. He discovered that both intrinsic and extrinsic
job satisfaction had a positive impact on OCB. According to Unal (2013), four elements
(business policy, supervision and advancement, the job itself, remuneration and coworkers)
are linked to OCB.
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Furthermore, employees’ level of job satisfaction is critical in influencing their level of
OCB. Employees that exhibit a high degree of OCB will assist the organisation in achieving its
goals and will also contribute to the efficacy and performance of the company (Organ, 2018).
Work satisfaction and OCB have been shown to be strongly correlated in earlier research
(Arif and Chohan, 2012; Miao and Kim, 2010; Organ, 2018; Pavalache-lIlie, 2014; Ruhana, 2020,
Unal, 2013). Moreover, these research studies have shown that workers who are extremely
happy exhibit higher levels of OCB than their counterparts. As a result, OCB leads to
improved organisational performance as well as increased employee retention rates.

2.4 Workplace spirituality and organisational citizenship behaviour

The workplace’s spirituality was called by employees’ experience (Meezenbroek et al., 2012;
Porshariati ef al, 2014). When employees can express their desire for caring and showing
compassion with others, experiencing inner consciousness in search of meaning and purpose
at work leads him/her to transcendence, so this can be explained as having a positive
experience by employees during working in the organisation. This exposure of employees
makes them work with pleasure in the organisation, and they do other positive things too,
which exceed their standard job description in the workplace (Kazemipour and Mohd Amin,
2012). Hence, studies reveal that workplace spirituality helps in enhancing the organisational
citizenship behaviour (OCB) among employees. Similar findings were noted by some past
studies (Al-Mahdy et al, 2021; Belwalkar et al, 2018; Charoensukmongkol et al, 2015; Garg,
2018; Jannah and Santoso, 2017; Makiah ef al., 2018; Sani et al., 2018). But there were some
studies explain insignificant relation between workplace spirituality and OCB (Kazemipour
and Mohd Amin, 2012; Nasurdin ef al, 2013; Utami et al., 2021).

2.5 Mediation of workplace spivituality the link between job satisfaction and organisation
citizenship behaviour

Recently, researchers, all around the world, have begun to pay more attention to the idea of
workplace spirituality. There have been very limited research studies conducted taking
workplace spirituality as a mediator in the link between job satisfaction and OCB. But
studies connecting the variables have been found explaining significant relationships.
The correlation of job satisfaction (Arif and Chohan, 2012; Miao and Kim, 2010; Organ,
2018; Pavalache-Ilie, 2014; Unal, 2013) and workplace spirituality (Belwalkar et al, 2018;
Charoensukmongkol et al., 2015; Garg, 2018; Jannah and Santoso, 2017; Makiah et al., 2018;
Sani et al., 2018) on OCB have been noted in several studies. It has been seen that individuals
who are satisfied are tend to engage more in meaningful work, show compassionate and
mindfulness behaviour, strive for transcendence at work and connect with other employees
in order to complete the job efficiently, which leads them to perform extra role behaviour for
improved organisational performance. Thus, in order to remain satisfied at work,
individuals connect with spirituality at the workplace, which further encourages them to
perform OCB.

2.6 Theoretical model of the present study
The present study attempts to answer the following questions:

RQI1. Whether workplace spirituality dimensions (i.e. meaningful work, mindfulness,
transcendence, compassion and sense of community) mediate as a link between job
satisfaction and OCB among the managerial employees of selected private
manufacturing firms of Chhattisgarh state.

Thus, the author proposes the following theoretical model in Figure 1:
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3. Methodology
3.1 Hypotheses of the study
Based on the conceptual model of the present study, the following hypotheses are formulated:

HI1. Meaningful work would emerge as a positive mediator between job satisfaction

and OCB.

H2. Compassion would emerge as a positive mediator between job satisfaction and OCB.

H3. Transcendence would emerge as a positive mediator between job satisfaction

and OCB.

H4. Mindfulness would emerge as a positive mediator between job satisfaction and OCB.

Hb5. Sense of community would emerge as a positive mediator between job satisfaction

and OCB.

Overall workplace spirituality (OWS) would emerge as a positive mediator between
job satisfaction and OCB.

He.

3.2 Operational definition

3.2.1 Meaningful work. According to Ashmos and Duchon (2000), meaningful work shows the
importance, energising and pleasantness about work. Meaningful work is a feeling of
completeness and harmoniousness with something higher purpose that clarifies their work
(Overell, 2008).

3.2.2 Mindfulness. Mindfulness is awareness of a person’s thoughts of surrounding
environments. Petchsawang and Duchon (2009) defined mindfulness as a status of being
aware of individuals’ thoughts, emotions and actions moment by moment via self-inner
consciousness. It is about present mind of a person without any distraction related to past,
future or any other thing.

3.2.3 Transcendence. According to Petchsawang and Duchon (2012), transcendence is a
special energy, wonderful actions and vitality at work experienced by matching an
individual’s inner and outer life via self-fulfilment. In other words, transcendence is like
having a feeling beyond the physical or standard level.

3.2.4 Compassion. Compassion refers to care for others or empathy, often saying an
aspiration to help. According to Petschsawang and Duchon (2009), compassion is defined as
deep alertness, sympathy for others and a desire to relieve others from suffering, which
eventually enforces to take responsibility for others who are distressed and less fortunate.

3.2.5 Sense of community. According to McMillan and Chavis (1986), sense of community
can be defined as a feeling that members have of belonging, a feeling that members matter to
one another and to the group, and a shared faith that members’ needs will be met through
their commitment to be together.
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Figure 1.
Theoretical model




19,2

114

3.2.6 Job satisfaction. In the words of Dandona (2013), job satisfaction is considered an
essential determinant which explains that employees in the organisation love their work and
try to engage themselves as much as in their work, which leads to enhanced individual
performance and productivity and further will remain in the organisation for a long term.

3.2.7 Organisational citizenship behaviour. According to Organ (1997), OCB can be defined
as the contributions to the continuance and facilitation of social and psychological
environment, which directly affects the performance of tasks significantly. Individuals in the
organisations at times reveal certain behaviours that go beyond the assigned duty. Such
behaviour is known as OCB (Tambe and Shanker, 2014).

3.3 Sampling and data collection

As per the industrialisation of private manufacturing firms in Chhattisgarh state, four
districts were selected, i.e. Raipur, Durg, Raigarh and Korba. Then, using stratified random
sampling, the primary responses from nine manufacturing firms were collected. Respondents
working at managerial positions in different private manufacturing firms were chosen as
participants for the present study. Authors ensured that responses taken from each firm
would have equal/appropriate representation in the analysis. The data were collected during
September 2019 to March 2020.

3.4 Research design and sample size

Correlational research design is applied in the present study. Employees working at the
managerial positions at different private manufacturing firms of Chhattisgarh state were
chosen as sample of the study. A total of 530 questionnaires were delivered to the
participants across nine private manufacturing firms of four districts in Chhattisgarh state.
Out of which, 400 responses were found useable for further analysis, approximately 75.47 %
(see Table 1).

3.5 Research instrument

Adoption of right instrument is the prime necessity for the collection of right data for
the study. The present study followed the scientific process of selection, development
and validation of the scale. First, authors thoroughly studied the previous literature
and found validated scale of previous studies. The authors adapted seven constructs
with certain modification as per the research objectives. Second, the adapted/modified
constructs were sent to four subject experts for examining the content validity and to
gain valuable insights. Experts confirmed the content validity with minor changes.
Finally, the authors conducted pilot study with 50 respondents to check the content
creation, in which no modifications were asked by the participants in the final
questionnaire. Hence, a final 46-item questionnaire was ready for collecting the
primary data as showed in Table 2.

3.6 Reliability and validity measures

Smart PLS 3 (trial version) was incorporated for measurement analysis. In Table 3,
Cronbach’s alpha and Rho A values were found to be greater than 0.7 (Nunnally, 1978; Robert,
2004) for all the constructs taken in the present study, which explains the constructs’
reliability measures. Similarly, convergent validity was noted greater than 0.7 (Bagozzi and
Yi, 1988; Hair et al., 2010), and average variance extracted (AVE) was found greater than 0.5
(Henseler et al., 2009) for all the constructs. In Table 4, discriminant validity helps to identify
whether all the constructs taken in the study are independent from each other. The values



Category Sub category Frequency Percent (%)
Gender Male 337 84.25
Female 63 15.75
Age Below 30 113 2825
31-40 135 3375
41-50 97 24.25
50 above 55 13.75
Marital status Single 89 22.25
Married 311 7175
Family type Nuclear family 160 40
Joint family 240 60
Family member 1-3 members 60 15
4-6 members 96 24
More than 6 members 244 61
Religion Hindu 205 51.25
Muslim 103 25.75
Sikh 45 11.25
Christian 38 95
Others 9 2.25
Education 12th or less 47 11.75
UG degree 109 2725
PG degree 178 445
Doctorate degree 11 275
Others 55 13.75
Job type Regular 258 64.5
Temporary 142 355
Experience 0-3 years 74 185
4-6 years 118 295
7-10 years 125 31.25
More than 10 years 83 20.75
Personal income (Per month) Below 20,000 131 32.75
20,001-40,000 180 45
Above 40,000 89 22.25
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Table 1.
Demographic
description

explained more than 0.7 for each construct, thus it can be derived that the present study has a
satisfactory measurement model (Dubey and Sahu, 2022).

4. Analysis and results
4.1 Testing of H1
Regression analysis was incorporated to examine the mediating effect of meaningful work
between job satisfaction and OCB in which Table 5 and Figure 2 explain the direct and
significant effect between job satisfaction on meaningful work (JS — MW) (8 = 0.244,
t = 5.035, p < 0.001). Job satisfaction was also found to be significantly associated with OCB
(JS - OCB) (5 = 0.430, t = 9.728, p < 0.001). Meaningful work indicates significant relations
with OCB MW — OCB) (p = 0.197, t = 4461, p < 0.001). Thus, the direct effect between
variables was found to be significantly connected; hence, it is evidenced to be the case of
partial mediation (Dubey and Sahu, 2022). Table 5 and Figure 2 also showed the significant
indirect effect between job satisfaction and OCB through meaningful work (JS - MW —
OCB) (8 = 0.048, p < 0.001) with total effect (8 = 0.479, p < 0.001). Hence, it concludes that
meaningful work is found to be partially mediated (0.048) between job satisfaction and OCB.
The measurement model shows an acceptable (Dubey et al.,, 2020) model fit of the data with
x°/df = 2624, AGFT = 0.881, CFI = 0.901, GFI = 0912, NFI = 0.870, RMSEA = 0.058. Thus,
the model exhibits a good fit.
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Table 2.
Theoretical construct
and measurement scale

Workplace spirituality

(A) Meaningful work

1  Iexperience joy in my work

2 Ilook forward to coming to work most days

3 Ibelieve others experience joy as a result of my work

4 Iseea connection between my work and the larger social good of my
community

5  Tunderstand what gives my work personal meaning

6  The work I do is connected to what I think is important in my life

(B) Mindfulness

1  Idojobs and tasks automatically, without being aware of what I'm
doing

2 Ifind myself working without paying attention

3 At work, I break or spill things because of carelessness, not paying
attention, or thinking of something else

4 Trush through work activities without being reality attentive to
them

5  Igo to the places on “automatic pilot” and then wonder why I went
there

6 It seems I am working automatically without much awareness of
what I'm doing

(O) Transcendence

1 At times, I experience “high” at my work

2 At moments, I experience complete joy and ecstasy at work

3 Attimes, I experience an energy and vitality at work this is difficult
to describe

4 Thave moments at work in I have no senses of time and space

5  Iexperience moments at work where everything is blissful

(D) Compassion

1  Ican easily feel the distress of others

2 Thelp others when they are in trouble

3 Iam concerned about my colleagues’ needs and requirements

4 Iput conscious efforts to bring a viable solution to others’ problem

(E) Sense of community

1  Iexperienceareal sense of trust and personal connection with my co-
workers

2 Ishare a strong sense of purpose and meaning with my co-workers
about our work

3 Ifeel like I am part “a community” at work

Job satisfaction

I receive recognition for a job well done

I feel close to the people at work

I feel good about working at this company

I feel secure about my job

I believe management is concerned about me

On the whole, I believe work is good for my physical health

My wages are good

All my talents and skills are used at work

I get along with my supervisors

1 feel good about my job

= O 000 U= Wb —

(=]

Adapted from Petchsawang and
Duchon (2009)

Adapted from Petchsawang and
Duchon (2009)

Adapted from Kinjerski (2013)

Adapted from Pradhan ef al.
(2017)

Adapted from Kinjerski (2013)

Adapted from Macdonald and
Maclntyre (1997)

(continued)




Organisational citizenship behaviour Modified from DiPaola and Hoy
Employees help subordinates on their own time (2005)
Employees wastes a lot of work time
Employees voluntarily help new employees
Employees volunteer to serve on new groups
Employees arrive to work and meeting on time
Employees take the initiative to introduce themselves to substitutes
and assist them
Employees begin work promptly and use work time effectively
Employees give colleagues advanced notice of changes in schedule
or routine
9  Employees give an excessive amount of busy work
10 Employee groups in the organization work effectively
11  Employees provide their personal time to complete work voluntarily
12 Employees make innovative suggestions to improve the overall
quality of organizational products

T W N~

[o el
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Table 2.

4.2 Testing of H2
Regression analysis was applied to investigate the mediating effect of compassion between
job satisfaction and OCB in which Table 6 and Figure 3 explain the direct and significant
effect between job satisfaction and compassion (JS — CM) (8 = 0.281, t = 5.850, p < 0.001). Job
satisfaction is also found significantly associated with OCB (JS — OCB) (8 = 0.421, ¢ = 9.438,
p < 0.001). Compassion also indicates significant and positive correlation with OCB (CM —
OCB) (8 = 0.203, t = 4.554, p < 0.001). Thus, the direct effect between variables was found to
be significantly connected; hence, it is evidenced to be the case of partial mediation (Dubey
and Sahu, 2022). Table 6 and Figure 3 also showed the indirect effect between job satisfaction
and OCB through compassion significantly associated JS - CM — OCB) (8 = 0.057,
p < 0.001) with the total effect (8 = 0.479, p < 0.001). Hence, it concludes that compassion is
found to be partially mediated (0.057) between job satisfaction and OCB. )

The measurement model shows an acceptable model fit of the data with x%/df = 2.845,
AGFI = 0.821, CFI = 0.941, GFI = 0.859, NFI = 0.921, RMSEA = 0.067. Thus, the model
exhibits a good fit.

4.3 Testing of H3
Regression analysis is incorporated to investigate the mediating effect of transcendence
between job satisfaction and OCB in which Table 7 and Figure 4 explain the direct and
significant effect between job satisfaction and transcendence (JS — T) (8 = 0.397, t = 8.643,
< 0.001). Job satisfaction is also found significantly linked with OCB (JS — OCB) (5 = 0.388,
t = 8.342, p < 0.001). Transcendence indicates significant correlation with OCB (T — OCB)
(B = 0228, t = 4906, p < 0.001). Thus, the direct effect between variables was found to be
significantly connected; hence, it is evidenced to be the case of partial mediation (Dubey and
Sahu, 2022). Also, Table 7 and Figure 4 explain the indirect effect between job satisfaction and
OCB through transcendence associated significantly (JS — T — OCB) (6 = 0.091, p < 0.001)
with the total effect (8 = 0.479, p < 0.001). Thus, it concludes that transcendence is found to be
partially mediated (0.091) between job satisfaction and OCB. )

The measurement model shows an acceptable model fit of the data with x%/df = 2.547,
AGFI = 0935, CFI = 0.980, GFI = 0.962, NFI = 0.970, RMSEA = 0.061. Thus, the model
exhibits a good fit.

4.4 Testing of H4
Regression analysis is incorporated to investigate the mediating effect of mindfulness
between job satisfaction and OCB in which Table 8 and Figure 5 explain the direct and



192 Construct Item Code  Itemloading  Cronbach alpha  Rho A CR AVE
’ Meaningful work MW1 0.751 0.853 0.877 0865 0.521
MW2 0.702
MW3 0.757
MW4 0.785
MW5 0.861
118 MW6 0.727
Mindfulness MF1 0.778 0.866 0868 0864 0517
MF2 0.757
MF3 0.761
MF4 0.744
MF5 0.777
MF6 0.784
Transcendence T1 0.706 0.74 0759  0.753  0.581
T2 0.714
T3 0.785
T4 0.701
T5 0.762
Compassion CM1 0.732 0.851 0853 085 0.588
CcM2 0.723
CM3 0.808
CM4 0.80
Sense of community SoCl 0.741 0.787 0.791 0.786  0.552
SoC2 0.778
SoC3 0.804
Job satisfaction Js1 0.795 0.79 0841 0797 0509
JS2 0.71
Js3 0783
IS4 0.781
JS5 0.778
76 0.746
JS7 0.73
JS8 0.785
JS9 0.754
JS10 0.746
Leadership LS1 0.814 0.804 0867 0804 0543
LS2 0.793
LS3 0.798
LS4 0.774
LS5 0.761
LS6 0.709
LS7 0.755
LS8 0.78
LS9 0.76
LS10 0.749
Organisational citizenship behaviour =~ OCB1 0.72 0.867 0875 0865 0555
0CB2 0.733
OCB3 0.757
OCB4 0.745
OCB5 0.79
OCB6 0.739
OCB7 0.716
0OCB8 0.753
0OCB9 0.749
OCB10 0.752
OCB11 0.702
0OCB12 0.799
Table 3. Overall workplace spirituality 0.761 0785 0729 0510

Measurement results ~ Note(s): CR = Critical ratio; AVE = Average variance extracted




An analysis of

CM | JS | MW | MF | OCB | SoC T | OWS workplace
spirituality
CM 0.767
JS 0.447 0.756
MW 057 | 036 | 0722 119
MF 0.275 0.617 0.453 0.719
OCB 0.416 0.715 0.375 0.458 0.796
SoC 0.455 0.702 0.271 0.542 0.582 0.743
T 0.737 0.607 0.66 0.683 0.51 0.487 0.717
OWS 0.716 0.648 0.655 0.762 0.547 0.641 0.692 | 0.785
Note(s): Where, CM = Compassion; JS = Job satisfaction, MW = Meaningful work; Table 4.

MF = Mindfulness; OCB = Organisational Citizenship Behaviour;

Discriminant validity
(Fornell-Larcker

SoC = Sense of Community; T = Transcendence; OWS = Overall Workplace Spirituality criterion)
Predicted relationship ~ Standardised path loading (8)  t-value  p-value Indirect effect — Total effect
Table 5.
JS - MW 0.244 5035 - 0.244 . L
JS — OCB 0.430 9728 0048 oar9  Ditech gle‘grvicetnigg
MW — OCB 0.197 4461 wwE - 0.197 satisfaction
Note(s): *** indicates significance level (p < 0.001); JS = Job satisfaction; MW = Meaningful work; OCB = meaningful work
Organisational citizenship behaviour and OCB
0.20 .
Figure 2.
0.24
Q Mediating effect of
¥ 0.27 meaningful work
043 between job
Job Satisfaction . »| Organisational Citizenship Behaviour satisfaction and OCB
Predicted relationship ~ Standardised path loading (8)  t-value p-value Indirect effect —Total effect
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MANM significant effect between job satisfaction and mindfulness (JS — MF) ( = 0.432, t = 9.564,
19.2 b <0.001). Job satisfaction is also found significantly linked with OCB (JS — OCB) (6 = 0.373,
’ 1 =7912, p <0.001). Mindfulness also indicates significant correlation with OCB (MF — OCB)
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(B = 0244, t = 5.168, p < 0.001). Thus, the direct effect between variables was found to be
significantly connected; hence, it is evidenced to be the case of partial mediation (Dubey and
Sahu, 2022). Also, Table 8 and Figure 5 indicate the indirect effect between job satisfaction
and OCB through mindfulness associated significantly (JS - MF — OCB) (8 = 0.105,
p < 0.001) with the total effect (8 = 0.479, p < 0.001). Hence, it concludes that mindfulness is
found to be partially mediated (0.105) between job satisfaction and OCB. )

The measurement model shows an acceptable model fit of the data with x%/df = 2.950,
AGFI = 0921, CFI = 0942, GFI = 0.931, NFI = 0.966, RMSEA = 0.054. Thus, the model
exhibits a good fit.

4.5 Testing of H5
Regression analysis is incorporated to examine the mediating effect of sense of community
between job satisfaction and OCB in which Table 9 and Figure 6 explain the direct and
significant effect between job satisfaction and sense of community (JS — SoC) (8 = 0.509,
t = 11809, p < 0.001). Job satisfaction is also found significantly associated with OCB (JS —
OCB) ( = 0329, t = 6.726, p < 0.001). Sense of community also indicates significant
correlation with OCB (SoC — OCB) (# = 0.294, t = 6.021, p < 0.001). Thus, the direct effect
between variables was found to be significantly connected; hence, it is evidenced to be the
case of partial mediation (Dubey and Sahu, 2022). Also, Table 9 and Figure 6 showed the
indirect effect between job satisfaction and OCB through sense of community associated
significantly (JS — SoC — OCB) (6 = 0.150, p < 0.001) with the total effect (6 = 0.479,
p < 0.001). Hence, it concludes that sense of community is found to be partially mediated
(0.150) between job satisfaction and OCB.

The measurement model shows an acceptable model fit of the data with x%/df = 2.750,
AGFI = 0924, CFI = 0.874, GFI = 0.899, NFI = 0.911, RMSEA = 0.072. Thus, the model
exhibits a good fit.

4.6 Testing of H6
Regression analysis was applied to test the mediating effect of OWS in the link between job
satisfaction and OCB in which Table 10 and Figure 7 explain that job satisfaction is

Predicted relationship ~ Standardised path loading () t-value p-value Indirect effect Total effect
JS = SoC 0.509 11.809 - 0.509
JS - OCB 0.329 6.726 0.150 0479
SoC — OCB 0.294 6.021 ek - 0.294

Note(s): *** indicates significance level (p < 0.001);JS = Job satisfaction; SoC = Sense of community; OCB =
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MANM significantly connected with OWS (JS - OWS) (8 = 0.454, t = 10.19, p < 0.001) and OCB (JS -
19.2 OCB) (8 = 0.337,t = 6.664, p < 0.001). Also, OWS is found to be significantly associated with
’ OCB (OWS - OCB) (8 = 0312, t = 7.196, p < 0.001). Thus, the direct effect between the
variables was found to be connected significantly; hence, it is evidenced to be the case of partial
mediation (Dubey and Sahu, 2022). Table 10 and Figure 7 also indicates the indirect effect
between job satisfaction and OCB through OWS significantly associated (JS — OWS — OCB)
122 (8 = 0.117,p < 0.001) with the total effect (8 = 0.454, p < 0.001). Hence, it concludes that OWS is
found to be partially mediated (0.117) between job satisfaction and OCB (see Table 11).
Predicted relationship ~ Standardised path loading (8) t-value p-value Indirect effect Total effect
JS - OWS 0.454 10.19 Howk - 0.454
pableld0. )5 oCB 0337 6664 wer 0117 0454
total effect between job OWS — OCB 0.312 7196 - 0.312
satisfaction, workplace Note(s): *** indicates significance level (p < 0.001); JS = Job satisfaction; OWS = Overall workplace
spirituality and OCB  spirituality; OCB = Organisational citizenship behaviour
0.31
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The measurement model shows an acceptable model fit of the data with x%/df = 2811, An analysis of

AGFT = 0.901, CFI = 0.886, GFI = 0.901, NFI = 0.920 and RMSEA = 0.077. Thus, the model
exhibits a good fit.

5. Findings and discussion

The results of the first hypothesis test revealed that meaningful work evidenced to be
partially mediated between job satisfaction and OCB;thus, the hypothesis is accepted. Thus,
it can be concluded that when meaning and purpose at work are added, a substantial
relationship between job satisfaction and OCB is discovered among managerial employees of
selected private manufacturing companies. This suggests that the existence of meaningful
employment in an organisation has a positive relationship with the satisfaction of employees
and their participation in civic activities at work. Employees’ sense of meaning and purpose
at work instils positive sentiments in them, which leads to them achieving organisational
efficiency by going above and beyond their job responsibilities.

The outcome of the second hypothesis test predicted that compassion evidenced to be
partially mediated between job satisfaction and OCB; thus, the hypothesis is accepted.
Therefore, it can be concluded that when compassion is brought into the workplace, a
significant link is shown between job satisfaction and OCB among managerial employees of
selected private manufacturing firms. It suggests that the existence of the compassion
element in the workplace has a beneficial impact on the satisfied workers’ willingness to
engage in citizenship behaviour. When workers show compassion for one another, it fosters
cooperation and camaraderie inside the organisation, which in turn encourages citizenship
behaviour, which leads to improved organisational performance.

Similarly, the result of third hypothesis test indicated that transcendence evidenced to be
partially mediated between job satisfaction and OCB; thus, the hypothesis is accepted. So, it can
be concluded that when the transcendence component is added into the workplace, a
statistically significant relationship is shown between job satisfaction and OCB. This suggests
that the existence of the transcendence factor has a considerable impact on the relationship
between satisfied workers and their employers’ citizenship behaviour at the workplace. In other
words, employees who have a strong sense of transcendence are more connected to their jobs
and their workplace, which results as extra role behaviour in the organisation.

Likewise, the outcome of fourth hypothesis test revealed that mindfulness evidenced to be
partially mediated between job satisfaction and OCB; thus, the hypothesis is accepted.
Therefore, it can be derived that when the mindfulness aspect is added into the workplace, a
significant relationship between job satisfaction and OCB is revealed. It suggests that the
presence of mindfulness has a favourable impact on the transformation of satisfied
employees into individuals who exhibit OCB in the organisation. Employees need to have a
mindfulness component since it helps them be aware of their surroundings and positively
engage in certain jobs in order to achieve organisational success by practicing civic
behaviour.

Also, the result of fifth hypothesis test explained that sense of community evidenced to be
partially mediated between job satisfaction and OCB; thus, the hypothesis is accepted.
Therefore, it is likely to infer that when the sense of community component is added at the
workplace, a substantial link is discovered between job satisfaction and OCB. It suggests that
the existence of a sense of belonging is positively associated with satisfied employees’
participation in organisational citizenship activities. Employees who have a strong sense of
belonging at work are more likely to complete certain tasks with the assistance of the
community, which encourages them to embrace citizenship behaviours.

Expectedly, the outcome of sixth hypothesis test predicted that OWS evidenced to be
partially mediated between job satisfaction and OCB; thus, the hypothesis is accepted.

workplace
spirituality
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Therefore, it can be derived that when spirituality is present in the workplace, a statistically
significant association between job satisfaction and OCB has been observed. Consequently,
evidence appears that the existence of workplace spirituality has a favourable impact on the
willingness of satisfied employees to take on more responsibilities in the workplace. As a
result, it is concluded that workplace spirituality assists employees in engaging in more
meaningful and transcendental work, committed to compassionate and mindfulness
behaviour as well as a strong sense of community with other employees, in order to
contribute to the overall growth of the organisation, which ultimately creates an environment
conducive to the development of OCB at the workplace.

6. Implications of the study

The current research adds to management theory and practice. Every organisation wants to
keep its talented personnel so that they may develop and thrive in a cutthroat competitive
market. Previous research indicates that workplace spirituality helps to retain and satisfy
workers and has a substantial impact on organisational success. The present study attempts
to examine the presence of workplace spirituality dimensions (ie. meaningful work,
mindfulness, transcendence, compassion and sense of community) in the link between job
satisfaction and OCB among managerial employees. The results explained that all the
dimension of workplace spirituality positively evidenced to be a favourable link between job
satisfaction and OCB. It means that the meaning and purpose of work, compassion for others,
a sense of transcendence, mindfulness at work and a sense of belonging in the workplace had
the greatest impact on the development of citizenship behaviour among management
employees.

Given the importance of OCB in the workplace, it becomes critical to have such behaviours
in the workplace in order to achieve sustained organisational success. However, establishing
conditions for citizenship behaviour among employees is not a simple job, and in order to
achieve this aim, it is necessary to perform such a study to determine the elements that
positively impact the citizenship behaviour of employees in the organisation. Employees who
are sustained, retained and satisfied are the pillars of any organisation’s success and growth,
in which people who demonstrate extra-role behaviour at work give an organisation an extra-
edge in a variety of ways, such as motivating others to perform more and better, assisting
others in problems, feeling the organisation as its own and so on. In reality, organisations use
multiple methods to foster citizenship behaviour among employees, such as greater
compensation for work, incentives, medical and life insurance, various types of leaves and so
on, yet they are unable to keep talented employees. In this respect, the present study’s
findings will assist all private organisations to comprehend the needs and perceptions of their
employees, allowing the businesses to act appropriately in order to foster citizenship
behaviour in the organisation.

The study will undoubtedly assist Chhattisgarh state’s private manufacturing firms in
understanding their employees’ perceptions of work and the workplace, which will aid in
policymaking. Globally, organisations are confronting a dilemma in keeping talented and
qualified personnel; consequently, the current research may be useful to all of those
organisations in developing an environment for achieving citizenship behaviour among their
employees.

7. Conclusion

Workplace spirituality is a major determinant that has a direct and significant impact on a
variety of organisational outcomes, including increased employee engagement, job
satisfaction, morale, OCB, a reduction in absenteeism, conflict and stress, and many more.



Developing a conducive environment for citizenship behaviour among employees has never -~ An analysis of
been a simple task for any organisation. Previous research suggests that workplace workplace
spirituality can aid in the development of citizenship behaviour among employees; however, sniritual ity
the question of whether it can act as a mediator between job satisfaction and OCB remains p
unanswered as this area lacks original research papers in the knowledge domain. The present

study attempted to analyse workplace spirituality dimensions (i.e. meaningful work,

mindfulness, transcendence, compassion and sense of community) as a mediator in the effect 125
of job satisfaction on OCB among managerial employees of selected private manufacturing
firms of Chhattisgarh state. According to the findings, all dimensions of workplace
spirituality considerably and partly mediated the relationship between job satisfaction and
OCB. As a result, it can be stated that workplace spirituality has a good and substantial
influence on establishing citizenship behaviour among employees; hence, private
manufacturing firms must examine the results of the current research to increase
workplace belongingness and connection.

7.1 Limitations of the study

The findings of this research were based on cross-sectional data, but a longitudinal study
might provide a more complete picture of the impact of workplace spirituality on employees.
However, the project was entirely self-funded.

7.2 Future research avenues

Future researchers can conduct similar studies using the same model in other sectors, such as
banking, academics, information technology (IT) and so on, to determine how the workplace
spirituality dimensions create or not create any impact as a mediating variable between job
satisfaction and OCB among employees. If the researchers use longitudinal data, it will be far
more effective in examining the influence of workplace spirituality on different
organisational outcomes.
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Purpose — There is a large amount of published literature on project management. However, there exists a gap Accepted 3 May 2022

between the existing literature and current practices in the industry for the development and execution of
megaprojects. Existing literature generally focuses on individual elements applicable to project management in
general. This article aims to provide an overview of the project management system components used in
industrial megaprojects and identify the gaps between theory and practice, which can be used as input for
further research on the topic.

Design/methodology/approach — The topic of megaproject management is reviewed based on available
literature sources on megaproject management systems to identify the main gaps in the literature between
theory and practice. Based on the findings, an analysis is provided to discuss the improvements required in
distinct project management areas and phases.

Findings — There are multiple gaps associated with issues, failures, successes and challenges in industrial
megaprojects. Improvements are needed in distinct management areas and over the entire project lifetime.
Further guidelines are required for achieving improved megaproject management systems. Such concepts
could benefit researchers and practitioners in streamlining their research toward the most relevant and critical
areas of improvement of megaproject management systems.

Originality/value — This study addresses the literature gaps between theory and practices on megaproject
management systems with an overview that provides helpful guidance for industrial applications and future
research. A holistic analysis identifies gaps and critical drives in the body of knowledge, revealing avenues for
future research focused on quality as the central pillar that affects the entire megaproject management system.

Keywords Megaproject management, Challenges, Success, Improvements, Lessons learned, Quality
Paper type Literature review

1. Introduction

Megaprojects represent a complex, unstable, non-linear, irregular, uncertain, unpredictable
and highly dynamic environment. They are often developed and executed over multiple years
and encompass a multi-scope decision-making process. Hence, they are complicated to be
efficiently implemented and control. Industrial megaprojects face numerous challenges in
various areas and stages, which often lead to issues and failures in the economics, operations,
social, environmental and political spheres. In this context, the effective use of a proper
management system increases the success of megaprojects and has been the topic of multiple
academic studies. The literature also reports various lessons learned from past and present
megaprojects, which ideally should be incorporated for enhanced future megaprojects. Such
management drivers for challenges, failures, successes and lessons learned are highly

impactful in industrial megaprojects and need to be further addressed by the academic

literature. »‘k’
Most megaprojects face multiple challenges throughout all phases over their lifetime. The ‘ I’

academic literature needs to address further and identify these challenges and develop ‘
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methodologies for properly handling them by building better management capabilities
(Soderlund et al, 2017). Megaproject management challenges are related to accomplishing the
project objectives given multiple requirements and expectations within a highly complex and
uncertain environment, in which various sources of risks often exist (Marrewijk, 2007).
Planning and development often ignore risks and uncertainties, whereby megaprojects
become inflexible and vulnerable to unexpected events (Giezen, 2012). Management systems
often rely on experience and intuition rather than considering risks (Qazi et al, 2016). Hence,
long-term predictions are typically inaccurate or unreliable (Flyvhjerg et al, 2007). That leads
to significant exposure and the occurrence of risks. Despite the multiple risk management
methodologies employed in the last decades, the increasing complexity of megaprojects
imposes difficulties in achieving risk mitigation strategies. It often leads to significant issues
and failures of megaprojects.

Megaproject outcomes are either very good or very bad, mainly because the project phases
are interconnected (Hollmann, 2017). In general, poor management performance is expected.
It includes budget, schedule and quality issues, which significantly impact the expected
benefits and outcomes. Some of the main drivers for that are associated with project
complexity, misinformation of data, underestimation of cost and schedule, overestimation of
benefits, poor risk prediction, management and mitigation, long project’s lifetime, lack of
training and experience, inefficient organizational structure, poor stakeholder management,
political influence and occurrence of major unexpected events (Marrewijk et al, 2008;
Flyvbjerg, 2017; Locatelli et al., 2014).

Despite the importance of addressing issues and failures, there are also advantages in
understanding the main factors that lead to successful megaprojects. This helps identify
which changes are required and how they can be employed. Success factors in megaprojects
are associated with well-defined project objectives, efficient management tools and strategies,
accurate estimations and forecasts, stakeholder support and alignment, flexible and adaptive
project management systems (PMS), reasonable organizational structure and project
governance, proper planning, clear procurement procedures, management and execution
strategies, good communication, trained, experienced and qualified teams, performance
feedback, and monitoring, high-level technology, accurate analysis of geopolitical risks, good
corporate reputation and social responsibilities (Bredillet and Dwivedula, 2008; Merrow,
2011; Crosby, 2012; Jetu and Riedl, 2012; Kwak et al, 2014; He et al.,, 2019).

It is fundamental to understand megaprojects’ challenge, failure and success drivers. This
work delivers well-structured insights by better understanding these factors that influence
megaproject management systems. The discussion is extended to the main PMS categories in
which gaps are identified, and improvements required are discussed. Quality-driven
megaprojects are presented as a novel proposition highlighting the quality aspects of the
megaproject ecosystem and its entire lifetime. The significance of incorporating lessons
learned toward continuous improvement to achieve successful quality-driven megaprojects
is also addressed. The outcomes of this research provide practitioners and researchers with a
better understanding of the challenges, issues, failures, successes and lessons learned that are
relevant for improved PMS, thereby highlighting the most impactful gaps and improvements
required. This article contributes to the literature on megaproject management systems with
an overview that provides helpful guidance for future research and industrial applications. A
better understanding of the current gaps and how to achieve further improvements would
enhance the megaproject management system with better and more efficient project
outcomes. Such enhancements are helpful for both industry and academia through
increasingly meaningful research and developments on the topic.

To the best of our knowledge, the literature of megaproject management systems requires
a recent review on the main drivers of challenges, failures, successes and lessons learned in



industrial megaprojects. Therefore, we propose the following research questions as main
drivers toward a structured review to be presented and discussed herein:

RQI. Which factors most affect megaproject management systems?

RQ2. Which are the main challenges faced in the execution of megaprojects?

RQ3. Which are the main issues and failures in megaproject management systems?
RQ4. Which are the main drivers of successful megaprojects?

RQ5. Which are the most important lessons to be learned in industrial megaprojects?

The outline of this paper is as follows. Section 2 presents an overview of megaproject
management elements and discusses the main challenges, issues, success factors and lessons
learned in industrial megaprojects. Section 3 discusses the most impactful gaps and
improvements required in industrial megaprojects over nine distinct categories. Section 4
introduces the concept of quality-driven megaprojects with a novel perspective of how
megaproject management systems should be addressed. Section 5 highlights the main
conclusions of this work.

2. Overview on megaproject management elements

The literature review methodology employed in this paper retrieves relevant works from
available online citation indexes published in peer-reviewed journals and other reliable
sources. The framework for the literature search is illustrated in Figure 1 to provide easier
visualization of the method.

In Step 1, keywords associated with megaproject management systems are selected to
identify relevant articles to the topic correctly. The primary databases used for the search are
Scopus and Web of Science, as shown in Step 2, leading search engines of peer-reviewed
literature. Additional relevant papers from other reliable sources, such as Google Scholar, are
also included. A first filtering procedure is performed in Step 3 by removing papers not
relevant to the proposed review. Step 4 combines the selection of works from the databases
and removes the duplicated papers (i.e. in case both databases provided the same article). The
pool of papers selected undergoes a second filtering procedure performed in Step 5, consisting
of an in-depth reading of the papers to ensure that all works to be reviewed are meaningful
contributions to the topic of megaproject management and are closely related to the scope of
this review paper. The final pool of papers selected comprises the data set of relevant
literature on megaproject management to be reviewed and discussed herein. The data set
contains relevant information on megaprojects’ main challenges, failures, successes and
lessons. The megaproject management topic is meaningful and essential to provide a solid
structural foundation for the discussion proposed herein.

Most academic works on megaproject management focus independently on some aspects,
concepts, ideas, strategies or methodologies related to a specific topic (e.g. risk analysis,
stakeholder, and safety, health and environment (SHE), etc.), or project phase (e.g. planning,
execution and closeout), or application (e.g. design, construction megaprojects). The literature
on the topic requires covering the significant gaps and improvements needed in industrial
megaprojects. Thus, it is fundamental to determine the critical drivers for challenges, issues,
failures and successes typically existent over the project lifetime and to properly study,
analyze, and capture the lessons learned throughout projects. This provides capabilities
required for future guidance toward improved megaproject management systems. This work
aims to explain the main gaps in megaproject management, which areas and topics should be
further addressed in future research, and the requirements and improvements needed to
accomplish such objectives.
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2.1 Challenges

Megaproject’s face challenges in management and organization. They require a vast number
of the skilled labor force to execute the work, whereby a shortage of skilled labor resources
and organizational expertise is often present due to the high demand of megaproject labor
requirements. Additional challenges for megaprojects are inadequate management skills,
lack of experience and the duration it takes to complete the project, typically more than four to
five years if the project stays on schedule. Those challenges lead to unstable management
structures and poor monitoring and control as many team members leave the project before
completion, taking the history and knowledge with them, which impacts the overall
performance of the megaproject.

Due to the dynamic complexity and uncertainty of the connections between megaprojects
and the stakeholder community, stakeholder satisfaction has been a concern. Megaprojects
should create values for the stakeholder community compared to its value. Stakeholder
alignment and engagement are challenging tasks given the intrinsic complexity of
megaprojects. They can be achieved through proper communication and the development
of healthy relationships. However, it is challenging to meet all stakeholder expectations due to
resource constraints. To fulfill the gap in stakeholder engagement, the project team should
respond to all stakeholders’ expectations and prioritize their attention to their expectations.
Bahadorestani et al (2020) propose a framework to define priorities for stakeholder
involvement relying on the balance mutual value creation between the stakeholder
community and megaprojects by addressing the value creation theory. Their methodology
can be applied through identifying, categorizing and managing stakeholder engagement in
megaprojects to provide benefits toward improved megaproject management.



Megaprojects require careful management where client and contractor must be
transparent and responsive to open record requests. Megaprojects typically present
challenges because of their complexity, size, uniqueness and technological and innovation
levels. It includes novelty features, a long time horizon, multiple sources of uncertainties and a
high potential for corruption (Delatte, 2017). Delivering a worldwide megaproject to
completion on schedule, according to planned budget and as per defined specifications is a
tremendous undertaking requiring experience, teamwork and the appropriate tools to assist
project teams (El-Sabek and McCabe, 2017). The problematic issues impacting the
implementation of megaprojects globally include changes in schedule, budget, scope and
quality specifications. Jobling et al. (2019) point out that standard PMS approaches cannot
resolve complex challenges as megaprojects are generally riddled with pitfalls and problems.

According to Tshidavhu and Khatleli (2021), the significant barriers to effective execution
are poor site management, inadequate worksite management, insufficient managerial
capabilities, poor continuous monitoring, unbalanced roles and responsibilities, weak
organizational structure and lack of expertise. Moreover, Flyvbjerg (2017) argues that
megaprojects confront disproportionately huge scheduling and budget constraints compared
to other project types. The causes include (1) increased hazards owing to complicated
interfaces and extensive planning horizons; (2) planning processes involving many people
with competing interests; (3) project scope that is subjected to considerable modification over
time; (4) misrepresentation to the public regarding costs, benefits, and risks.

Artificial intelligence (Al) has been used to overcome multiple challenges and ensure
success for megaprojects. Through an analysis of the project management literature,
ethnographic studies and semi-structured interviews with project management
professionals, Greiman (2020) explores the growing use of Al to manage megaprojects,
including the obligations of private industry and the government as the guardian of the
public interest, while at the same time exploring the technical, managerial and ethical
considerations in the deployment of AL

2.2 Failures and issues

Megaprojects tend to poor performance, with failure to deliver on-schedule, or within
allocated budget, or with good quality, or by governing or environmental requirements that
can have significant consequences on an organization’s reputation and revenue performance
(EY, 2014). Roughly two-thirds of all megaprojects fail, which means either going over
budget, past deadlines or failing to meet the desired objectives. The root causes for project
failure concern completing front-end loading, escalation, regulatory regimes, plant
complexity, new technologies and complex ownership (Schoenhardt et al, 2014). Dupont
and Véronique (2013) argue that megaprojects commonly fail in addressing social concerns
and social redistribution elements. According to Locatelli e al (2014), technical, psychological
and political are the three categories leading to poor performance. The main reasons include
complexity, biased forecast, lack of information about cost and benefit and poor stakeholder
management.

Schoenhardt ef al (2014) argue that multiple issues can affect the megaproject
management system, increasing its complexity. It includes contemporary detailed design
and construction, non-integrated project team, contractual risk misallocation, fast-tracking
projects, lack of internal capacity, clearly defined process or industry complexity. Caldas and
Gupta (2017) identify multiple factors that negatively impact the success of megaprojects and
classify them into five categories, namely, location and technology, organization team and
communication, planning and execution process, governance and governance stakeholders
and delivery strategy.
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Many works highlight the importance of SHE elements in megaprojects’ execution
(Flyvbjerg, 2017; HSE, 2021). To reduce or mitigate SHE and other quality issues, Delatte
(2017) suggests that during the megaproject inception and planning and control phases, SHE
and quality should be overseen by independent inspector agencies through a cold eye review
process to handle quality and safety issues properly.

According to Soderlund et al. (2017), some of the essential and critical factors in
megaproject management include managing megaproject investments with high benefit
proportions that might significantly influence the government’s corporate economic goals
and boost people’s trust in the nation’s present and future.

As the majority of the megaprojects are funded by the governments and private capital
investment banks, the decision-making process is slow, which impacts the progress of
megaprojects and often leads to contractual claims, variation orders and delays in the project
execution (Callegari et al, 2018). Factors related to cost and schedule are the most common
issues often faced in megaproject management (Tshidavhu and Khatleli, 2021). They are
often associated with project management factors, stakeholder conflict, resource constraints,
recurrent change orders, unrealistic time schedules imposed on contracts, regulatory and
policy-related challenges, inadequate organizational structures and unfavorable external
environment (Hudson et al., 2016; Basak et al., 2018). Jobling et al. (2019) discuss contractual
issues and their impact on the execution of megaprojects, whereby risks are transferred to
another party on the project, leading to additional costs.

Proper analyses, estimation and evaluation are essential at the early stages of megaprojects
for minimizing disruptions and negative impacts due to unforeseen events and outcomes.
Strategies and analysis methodologies should be periodically or continuously carried out to
control the megaproject phases’ activities, goals, accomplishments and deadline activities.

2.3 Success factors

Given the high rate of failure in megaprojects, it is also critical to investigate the factors that
contribute to the success of megaprojects to overcome the complexity of managing
megaprojects and increase the collaboration required among many parties (Kardes et al,
2013). Instead of focusing on megaprojects failures, many works address and discuss the
main essential factors required or helpful in providing success to megaprojects. The success
of a megaproject is interpreted differently by different stakeholders. Large complex projects
continue to underperform despite the increased availability of systemic and disciplined
project management approaches. Tolerance in meeting project success criteria varies among
distinct projects, and what may be acceptable in one project may be entirely unacceptable in
another. As a result, each project’s collection of performance indicators is distinct and cannot
be compared across different projects.

Puerto and Shane (2013) address two major highways expansion megaprojects and
identify the management practices that resulted in successful megaprojects. The main reason
for the success of these two megaprojects relies on the commitment among the owners and the
project delivery teams in identifying and resolving problems in an efficient and timely
manner. Other success factors include (1) early agency agreements and commitments; (2)
understanding the culture and socio-political circumstances surrounding the project; public
outreach; and (3) recognizing circumstances that impact project delivery.

Crosby (2017) investigates success factors by identifying the key strategic area that
exhibits robust correlation to project success, especially in the project definition phases
starting from inception and planning and feasibility phase. The author emphasizes the
importance of defining project goals and success definitions, efficient procurement, building
project resilience, tackling complexity, early selecting optimism and mission assurance
mindset and risk and preparedness analyses.



El-Sabek and McCabe (2017) highlight the importance of developing and employing new
methods and tools to overcome shortcomings and provide efficient management capabilities.
Eren (2018) provides insights on measures for achieving effective megaproject practices and
discusses the proper strategies to address. Zhang et al (2020) state that successful
megaproject experiences are derived from different aspects, including governance system,
method and objectives, organizational structure, resources protection, technical support and
evaluation system.

Al-Hajj et al. (2018) examine when and how project management affects project success.
The authors argue that such methodologies are not generic, and each project may have
different success factors. Instead, they need to be adapted depending on the project objectives
for achieving consistent management success. Further, the authors corroborate that PMS
positively influences project success with a strong correlation between efficient project
management and successful projects.

Performance measurement methods are different according to project. Regardless of the
amount of work on the subject in literature, there is no commonly agreed framework of
performance measurement on megaprojects (Yang et al., 2019). Moreover, effective indicators
for assessing megaproject success are not validated, which leads to an ineffective assessment
of megaprojects (Wang et al., 2020). Major project success factors include using tools of
performance measurements and feedback, whereby key performance indicators (KPIs) can be
employed to make decisions and reduce uncertainty in assessing megaprojects (Eshghi et al,
2019). Toor and Ogunlana (2010) investigate the importance of KPIs from construction
stakeholders’ standpoint, including clients, consultants and contractors. Their primary
outcomes imply that the traditional measures known as the iron triangle (time, cost and
quality) are no longer valid for evaluating performance on sizeable public sector
megaprojects development.

2.4 Lessons learned

Currently, leading companies have realized that their competitiveness depends on how fast
knowledge flow through the organization. Learning has become a tactical resource of the
organization as a viable advantage. Incorporating lessons learned into organizational
processes can enhance their current and future project delivery. Therefore, the concept of
lessons learned is fundamental for developing efficient PMS. It assists in reducing issues,
risks, and failures and increases the success rate of projects. Due to the complex environment
in which megaprojects are managed, the companies have many lessons and improvements.
Project management for lessons learned involves aligning different aspects of a project to
bring encouraging results for the overall industry (Amalraj et al., 2007).

It is critical to learn from past lessons to find ways to aggregate acquired insights and
transmit knowledge (Haynes, 2011; Lenfle and Loch, 2017). The lessons learned are gained
from experience, success and failure to improve future performance and may be specific for
distinct industries or projects (Aisheh, 2021). However, there are no guidelines on structured
ways of analyzing projects and retaining lessons learned for future projects and few for
building practical organizational capabilities and competencies. Project-based learning needs
assurance, and continuous investment of time and resources are repeatedly neglected
(Williams, 2008).

Khoo et al. (2009) point out many lessons learned and perspectives to be considered when
developing megaprojects. This includes (1) novelty aspects are related to effort, diligence,
discipline, and rigor required throughout all the phases of megaprojects; (2) many
experiences, processes, tools and learnings can be applied in the future megaprojects even
from different fields and in different places; (3) execution challenges are not necessarily
simple extrapolations but may become orders of magnitude more complex; (4) although there
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are many advantages for being a pioneer in novel and unforeseen megaprojects, a project
team with knowledge and competency to anticipate and respond against disturbances and
complications is crucial; (5) it is vital to have a large pool of technical personnel expertise from
shareholder entities to rely on when significant challenges arise.

Learning lessons from past megaproject experiences assists companies in preventing the
same mistakes and pursuing more successful projects in the future, enhancing their
competitiveness (Arditi ef al, 2010). Paranagamage ef al (2012) state that the lesson learned
should incorporate into the work process to (1) enhance future performance, (2) find the
solution to the present problem or make a preventative action, (3) create the policy or obtain
the guideline of the companies and (4) prevent the adverse situation. According to Puerto and
Shane (2013), investigating successful megaprojects is an important lesson that enables
practitioners to apply and refine successful practices to manage future projects. Ferrada et al.
(2016) argue that lessons learned from megaprojects are typically not systematically
incorporated into subsequent projects.

The successful transfer of learning throughout projects has been a long-held demand by
project professionals. The nature of projects as a team creates the complexities in achieving
this activity is split from a permanent organization. This is valid for megaprojects, given that
their complexity and size make it difficult to discern which elements of its myriad
configurations mainly influence performance and how that happens (Brookes ef al, 2015).

Duryan and Smyth (2016) highlight the importance of understanding cultural barriers
to incorporate lessons learned into organizational standards and processes disseminated
among all stakeholders involved. The project challenges, risks, barriers, obstacles and
complexities are intrinsic to the process, operation, field, place, among others and should
be considered and analyzed when pursuing guidance toward megaproject learning.
According to Poddar and Sue (2016), there is a significant increase in success when
interface management is implemented as integrated megaproject steps, a valuable lesson
for future works on the topic.

Upon the project completion, employees are often moved on to the next project before
analyzing lessons or incorporating additional knowledge. That limits the flow of information
and leads to the wastage of lessons. Delatte (2017) discusses the importance of having an
effective communication strategy and carefully studying the lessons learned from previous
projects to build effective management and troubleshooting strategies for future projects.
Soderlund et al. (2017) address multiple critical issues in megaproject management for
developing a preparedness assessment process with lessons learned from previous events.
The assessment is expected to provide the project team with alignment on the criticality of the
impact factor and effective mitigation strategies. Jo ef al (2018) argue that lessons and
knowledge gathered from recently completed megaprojects assisted in understanding that a
significant cause of delays is attributed to inefficient management of resources and
unrealistic workloads.

Invernizzi et al (2018) provide a novel benchmarking approach that incorporates
qualitative and quantitative analysis to gather, identify and analyze successful and poor
practices in a portfolio of megaprojects.

The complexities in achieving transfer of learning throughout projects are created by the
nature of projects themselves, their split from a permanent organization and their
uniqueness. Even with multiple attempts by companies to develop reliable systems to
transfer learning across projects, most organizations still need to achieve more efficient ways
of sharing learning among projects. This is especially valid for megaprojects, given that their
complexity and size make it very difficult to discern which elements of its myriad
configurations mainly influence performance and how that happens (Brookes et al., 2015).

Liu et al. (2020) explore a mechanism for improving knowledge-sharing performance
using the theory of planned behavior and conclude that four factors affect knowledge



sharing: benefit perception attitude, risk perception attitude, subjective norms and perceived
behavioral control.

2.5 Summary of key elements

The most important drivers for each element previously discussed (challenges, risks, failures/
issues, success and lessons learned) are summarized and illustrated in Table 1. This provides
comprehensive, concise information concerning the literature reviewed in this work.

3. Discussion on PMS gaps and improvements

The literature on megaproject management systems is premature. It requires further research
to understand better the main issues, failures, successes, and challenges and the
improvements needed for future management of megaprojects. In this section, we discuss
some of the most impactful gaps and enhancements required for enhanced megaproject
management systems segregated into nine categories (project planning and control,
conceptualization and execution strategies, organizational structure and project governance,
safety, health and environment, cost and schedule, risks analysis and management,
procurement process, stakeholder alignment, engagement and satisfaction, and project
closeout).

3.1 Project planning and control

Effective project planning and management are fundamental for better success rates, given
the complexity, risky, uncertain and unpredictable environment of megaprojects. At early
stages, robust planning processes with appropriate tools should be employed to define
project objectives, scope, responsibilities, complexities, uncertainties and resources needed
for achieving the project objectives. Many gaps are often faced in the current project planning
and control methodologies employed in megaprojects.

First, the traditional planning approach is centralized and focuses on taking control of
actions only after problems. Second, the project planning and control policies simplify the
methodologies and the project’s overall scope. Third, evaluating risks, uncertainties and
unforeseen events is often poorly designed or estimated. Fourth, the currently employed
standard planning and control are often excessively restricted and limited, in which changes
are not always suitable. That makes it difficult and inefficient to achieve reliable estimations,
adapt to changes, cope with unexpected events, mitigate critical risks and address
challenging elements. Therefore, better planning and control management tools and
strategies need to be developed for improved megaproject management capabilities.

The main capabilities currently required include achieving realistic project planning and
control with flexible responses and strategies, improved assessment and management of
uncertainties and risks, further assist on the identification and communication of
uncertainties, transparent and clear identification and communication of risks and
ambiguities, and properly quantifying the importance of project flexibility from financial
and management perspectives.

3.2 Conceptualization and execution strategies

Conceptualization and execution strategies are vital pillars for the success of megaprojects,
mainly because they encompass most of the project lifetime. There are many management
expectations to be consolidated during the conceptualization and execution phases, which are
highly significant toward the project’s success. It is the platform where the outcome
expectations of the results are anticipated to be finalized through clear technical definitions.
Most of them are vulnerable to difficulties and failures, especially given the complexity of
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megaproject environments. Many times, alignment of the stakeholders and shareholders are
either missed out or misinterpreted during the early stage of the project because of a lack of
joint opportunity framing workshops which leaves an unclear definition, incomplete project
development, and faulty execution strategies. This severely impacts the budget and schedule
overruns during the execution of the project due to frequent scope changes, repetition of
works, and added expectations leading to unforeseen issues and risks, which makes the
project vulnerable to missing its objectives. This also brings a big challenge in framing the
execution strategies regarding contracting and procurement strategies, organizational
structures, key issues and significant cost optimization opportunities.

The development and application of effective strategies for the conceptualization and
execution phases are fundamental for avoiding issues and failures, mitigating risks and
handling unforeseen events. Therefore, there is a need to establish separate but
interdependent processes through the development of deliverables starting from the
planning phase until the defined phase of the project. This also requires adequate flexibility to
adapt against changes, unforeseen events, company commitment and periodic
improvements.

3.3 Organizational structure and project governance

The organizational structure represents a critical part of megaproject management over the
entire project lifetime, in which well-defined corporate planning in every stage is fundamental for
enhancing the project’s success and mitigating issues and failures. Effective organizational
structure can adequately reduce the megaproject complexity without compromising quality.
Moreover, it provides the capabilities required to survive megaprojects by mitigating risks,
issues and the impact of uncertainties, increasing the project performance, strengthening the
inter-organizational compatibility and communication and enhancing cooperation and
coordination aspects within megaprojects. A proper governance system and organizational
structure have been vital for the excellent performance of multiple recent complex megaprojects.
It is worth highlighting the importance of identifying and exploring resources for creating and
capturing value for organizations.

Due to challenging aspects, many organizational structures and project governance factors
may compromise the megaprojects’ key elements (e.g. budget, schedule, scope). The literature
highlights major requirements toward transparent and robust processes, ethical considerations,
enhanced knowledge management, better communication strategies, proper team management
and inter-organization relationships. Such elements are fundamental to tackling the main gaps in
megaproject management, avoiding project delays, cost overruns, safety, health and
environment hazards, and general quality issues.

3.4 Safety, health and environment

Most works on megaprojects have generally focused on cost and schedule, although recent
global trends have highlighted the importance of the safety, health and environmental
elements. The traditional cost-schedule-quality basic megaproject management concepts
have been adapted according to the current social and ecological needs. This includes
concerns with the health and safety of people, project security, sustainability and value
creation, and multiple climates and environmental concerns.

Improvements are required to provide safer, healthier and environment-friendly
megaprojects. The industry needs to clearly define safety and health concepts and how
they should be considered during the execution of megaprojects. More attention is required to
mitigate accidents at the project sites through well-defined safety guidelines, periodic and
rigorous on-site safety inspection procedures (e.g. by employing third-party safety inspection
to achieve safer conditions and provide guidelines for improved megaproject safety
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management), implementation of preventive measures and robust safety policies to avoid the
occurrence of accidents, enhanced communication and feedback on safety practices, the
commitment of the management team and site supervisors, training and education to the
employees to provide adequate safety knowledge. One of the main objectives in megaprojects
is to ensure all people involved in the project goes home safely to their family at the end of the
project as all safety incidents are preventable. It is also essential to improve the hierarchy of
control for health risks, provide access to health services, improve health data management,
reduce risks and exposures, adequately address health risks and behavioral safety measures
and awareness and further emphasize the importance of occupational health risks health
management.

3.5 Cost and schedule

Cost and schedule are the most critical features considered within project management, the
former because the economic aspect is crucial for implementing megaprojects. The latter is
for financial, strategic and operational aspects. Cost overflow and schedule slippage are the
most common challenges in megaproject management. They often involve recurrent change
orders by the contractor due to unrealistic time schedules imposed on contracts and
madequate organizational structures. The leading causes include project management
factors, stakeholder conflict, resource constraints, regulatory and policy-related challenges
and an unfavorable external environment.

Novel methodologies must be developed to manage better and execute megaprojects to
handle cost and schedule elements. Future research should focus on adequately analyzing
and estimating risks for the better contingency of cost and time over the megaproject
lifecycle, designing improved estimation tools for accurately determining budget and
schedule information, and developing systematic cost and schedule methodologies using
proven tools from the planning phase of projects. The cost and schedule estimates are
predictions based on given data and conditions, which should include realistic levels of
contingency and accuracy depending on the pre-defined estimations, and which must be
updated accordingly throughout the project lifecycle.

3.6 Risk analysis and management

The literature on quantitative risk analysis for megaproject management is still premature
due to the lack of studies that quantitatively measure and evaluate the impact of risks on the
execution of megaprojects.

Risks should be identified as early as possible, whereby risk assessments should be
continuously performed with recommended risk mitigation tools, measures and action plans.
Risk management can assist in anticipating future consequences and timely support the
mitigation or avoidance of risks before their occurrence. Given the complexity of
megaprojects, the identification, assessment and mitigation of risks are critical. Their
success depends on how well complexity and risk are addressed over the entire megaproject
decision-making process. Hence, exploring how complexity can be incorporated into risk
management is critical for formulating appropriate strategies.

Most project risks are driven by front-end loading, ownership structure, new technologies,
plant complexity, regulatory regimes, failure to forecast escalation, materials, resources,
equipment issues and unforeseen or unpredictable conditions. One of the primary sources of
risks is derived from cost-cutting attempts at different project stages, which leads to risky
decisions and unexpected consequences. Transferring risks from owners to contractors is
another critical issue, as it is typically ineffective, compromises the project’s success and
jeopardizes openness and collaboration among the stakeholders involved. Better strategies



should jointly manage risks between stakeholders. All these elements are related to risk-
related factors, including organizational, environmental and technical.

To correctly manage risks over the execution of megaprojects, it is fundamental to employ
quantitative risk analyses to anticipate issues in the presence of uncertainty. Novel
approaches are required for risk management. Efficient risk management is challenging for
the success of megaprojects. It helps minimize delays and cost overruns, improve project
quality, improve decision-making processes and enhance execution performance. This
represents a crucial topic on megaproject management, whereby further research with
improved tools, strategies and approaches is imperative.

3.7 Procurement process

Procurement processes are essential for the overall megaproject performance. They account
for reasonable costs and provide multiple resources required for the project execution. It is
highly recommended to have a well-defined procurement management plan for the project
and how the procurement documentation should be developed and managed through the
contract closeout. Many project failures can happen due to poor procurement processes.
Therefore, better procurement management plans are required for megaproject management
systems. A systematic framework supported by an effective procurement plan should be
implemented in early megaproject phases. Significantly, it should be updated accordingly
over the project’s lifetime to account for relevant acquisition and market changes. Better
approaches are required to enhance the decision-making selection for the procurement
process according to the type, area, scope, and size of the megaproject, aiming to avoid a
shortage of materials and resources, delays and cost overruns. This represents great potential
for improvements that affect the overall scope of megaprojects.

3.8 Stakeholder alignment, engagement and satisfaction

Stakeholders are essential for megaprojects’ planning, management, and execution stages
and contribute to the decision-making process over the project lifetime. Therefore, good
alignment and engagement of the stakeholder objectives and good cooperation among them
are essential for successful megaprojects because of the dynamism, complexity and
uncertainty of the several relationships between the projects and stakeholders’ community.
This includes understanding the needs, requirements and objectives of all stakeholders
involved in the project, adopting structured mechanisms for better stakeholder engagement
and providing a proper environment with collaborations and synergies among the
stakeholders for contributing to a common goal.

Significant issues in megaproject management arise due to poor stakeholder alignment.
The approval of final investment decisions is difficult as they require alignment from all
stakeholders and huge funds with substantial backing from the government and
international banks. Exist overlapping interests should be handled by balancing the
stakeholders’ interests through management and analysis methods, engagement initiatives
and external influence. Many stakeholders may lead to high political and social interest,
whereby the project leadership is unclear or not identified, which often jeopardizes the
communication and synchronization of people and resources.

The development of stakeholder management strategies, in which the stakeholders affect
the decision-making processes, is essential. Stakeholder engagement is critical for success in
megaprojects. Important factors include forming community advisory groups, effective
management of stakeholders’ objectives and requirements, collaboration and mutual trust,
transparency and a well-defined scope of works with a clear definition of responsibilities at
early stages. This enhances the stakeholder relationship, reduces disputes, eliminates conflict
of interest, allows knowledge exchange, provides a collaborative environment and healthy
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interactions between stakeholders, and improves problem-solving techniques by including
external stakeholders in the organization’s decision-making process.

3.9 Project closeout

The closeout phase begins once the project has already been completed, and it might last or
extend for long after the work has been constructed on-site. It represents a crucial phase that
is under-evaluated in importance and challenging aspects and frequently not well-planned.
This leads to many obstacles, including lack of funding and resources, time overrun, conflicts
and litigation. Hence, the closeout is a challenging phase that must be carefully considered.

Long-term impacts are not well analyzed and evaluated. The megaproject success should
include the project’s long-term benefits, which may be measured and achieved years after the
project’s completion and delivery according to the stakeholders’ expectations and objectives.
Many megaprojects face relevant changes after years of completion, whereby significant
issues arise, leading to the total failure of expected successful megaprojects.

Inefficient megaproject closeout processes are driven by several factors, such as poor
planning, punch-list delays, external barriers, project delayed, misplaced, missing or
msufficient documentation, owner postponement decision-making, unresolved change
orders, the financial struggle of the owners, government intervention, miscommunication,
sluggish contractor’s response to requests, limited contractor staff, owners’ inattention and
change of contractor key individuals at critical times are the significant challenges and
pitfalls that arise within project closeout phase. Notably, the project closeout should be
planned and prepared by all stakeholders. Inefficient project closeout often leads to
significant delays, cost overruns, compromise completion, quality and success.

In addition, many megaproject closeouts do not adequately address, emphasize, save and
transfer the knowledge and learning obtained or do not provide effective methodologies to
capture that value to be used in future megaprojects. This is important for coping with similar
issues to achieve enhanced success in future projects.

4. Quality-driven megaproject management systems

Based on the review and discussion provided in this work, we stimulate the perspective of
highlighting the importance of quality for megaproject management systems. Quality is the
vital pillar that affects the entire system. Any category or element within the megaproject
context is related to quality. The decision-making process is the main foundation of the
megaproject should focus primarily on achieving high quality. Quality is essential to achieve
expected results assured by quality assurance, control and management system. Quality
assurance is the planned and systematic actions necessary to ensure that a product or service
satisfies requirements.

In contrast, quality control is required to verify that a product or service meets the
requirement. A further quality-driven management system is necessary to provide enhanced
industrial capabilities. The academic literature indicates many complications in which the
decision-making has difficulties beyond the project management’s schedule—cost—quality
scope criteria. All aspects of megaprojects’ efficiency and performance are a consequence of
quality. Recently, companies have started to focus on quality by creating quality
management systems, assurance and control. The current focus of the industrial PMS is
on quality drivers because they affect every stage and feature of the project. Significantly,
quality is associated not only with equipment or tools. Instead, it is embedded in all areas and
phases of megaprojects and involves the people, resources, assets, software and management
strategies. Figure 2 proposes a quality-driven improved megaproject iron triangle, whereby



quality is a central key aspect related to all other main drivers of megaproject management:
schedule, cost and scope (Dhillon, 2018).

In our perspective, quality is the central pillar that affects the entire PMS applied to every
megaproject product, service, task, action or decision. Any aspect, category or element within
the megaproject context is related to quality. The entire decision-making process should
focus primarily on achieving high quality. It may directly or indirectly handle challenges,
mitigate issues and failures, leverage success factors and adequately incorporate lessons
learned into developing and implementing enhanced megaproject management systems.
Therefore, increasing focus on quality PMS aspects is a key recommendation of this paper.

5. Conclusions

The findings from this article contribute to the literature on megaproject management
systems with a comprehensive overview that provides helpful guidance for industrial
applications and future research. Based on the conducted analysis, the literature on
megaproject management requires further research to understand better the gaps, factors of
failure and success, challenges and risks associated with the project performance, and which
affect the industrial practices over the entire project lifecycle.

The main challenges faced by industrial megaprojects are the process complexities,
dynamic environment and management of people and resources. They include the need for
more efficient management capabilities, strategies to handle uncertainty, and reliable
methodologies and tools. Such challenges lead to multiple issues and failures in industrial
megaprojects, often derived from poor estimations, biased forecasts, lack of information, poor
stakeholder management, inadequate structure and governance, lack of teamwork and
communication, safety, health, environmental concerns and political and social conflicts.
Conversely, effective use of a proper management system leads to successful megaprojects.
The most critical success drivers are associated with using efficient project management
capabilities, understanding and considering known or expected challenges and issues,
employment of novel and efficient technologies, strategies and methodologies, incorporation
of previous lessons learned, stakeholder commitment and alignment, continuous updating of
planning/scheduling over the project lifetime, performance measurement tools and constant
feedback, use of KPIs, and intense focus on project quality and safety. Megaprojects are rich
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environments full of knowledge. The literature reports multiple lessons learned to identify the
primary factors and elements associated with risks, challenges, issues, failures and successes,
the importance of qualified personnel, organizational behavior, structure, governance, risk
management and mitigation strategies.

The challenges, issues, successes and lessons learned are closely related to the overall
quality of the megaproject management system. Quality is the degree to which a set of
inherent characteristics fulfills the specified requirement for a product fit for purpose.
Implementing quality criteria in megaprojects is essential to (1) improve employee safety
and environmental protection; (2) deliver and sustain premier performance; (3) assure
business continuity in the face of adverse situations (accident/downtime or service
disruptions); (4) reduce product waste and inefficient use of the supply chain; (5) support
business excellence and continuous improvement; (6) attain consistent processes and
results; (7) prevent and manage operational risks; (8) satisfy customers and stakeholders.
In addition, it is essential to emphasize the topic of lessons learned toward an improved,
safer, efficient and higher-quality megaproject environment by continuously enhancing
the current organizational and personal capabilities. Industrial management practices
often do not incorporate lessons learned into their systems. Lessons learned are
fundamental for people’s development and involve all quality aspects, including cost,
schedule and SHE.

This paper combines the various components of PMS available in the literature as it is
used in managing megaprojects in industrial settings. It also provides a discussion on the
most impactful gaps (between literature and industry) and improvements required in future
megaprojects over several categories that are greatly important in megaproject management
systems, namely, project planning and control, conceptualization and execution strategies,
organizational structure and project governance, safety, health and environment, cost and
schedule, risks analysis and management, procurement process, stakeholder alignment,
engagement and satisfaction, and project closeout.

Project management is a vast subject, and this paper focuses on addressing multiple
project management elements currently used in ongoing industrial megaprojects. We believe
this study contributes to the literature on megaproject management systems in providing
helpful guidance for future industrial megaprojects. Current industrial gaps and
improvements required are highlighted in several management areas that can enormously
benefit from future research on the topic.
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Abstract

Purpose — This paper aims to study the extent of use of artificial intelligence (AI) in the modern organization;
to comprehend the changing nature of future jobs in the context of application of Al and to study the impact of
Al on the economy of the country with special reference to the job market. Given the critical scenario of labor
intensive Indian economy, the paper intends to show how Al shall affect rather coexist with human intelligence
or labor.

Design/methodology/approach — The research on implementation of Al in different industries and its effect on
job market are at a nascent stage. There is a dearth of literature. Hence, this study followed a qualitative approach to
have a better understanding of the research questions as Bhattacherjee (2012) confirms that employing an
interpretive paradigm (qualitative analysis as the analysis of data, e.g. data from interview transcripts) is the more
productive way to study social order and that it is achieved through “subjective interpretation of participants
involved, such as by interviewing different participants and reconciling differences among their responses using
their own subjective perspectives”. Sample selection: The selection technique utilized is purposive sampling. The
respondents in this research are the general managers and HRs from different companies. A total of 14 senior
professionals from various sectors were approached for the interview out of which seven people gave their consent
to take interview. Seven senior HR professionals, mainly general managers and HRs from various sectors viz. oil and
gas sector, manufacturing, healthcare, construction, media, power and energy and retail were interviewed to
understand how they are using Al in their respective fields. Inclusion Criteria: (1) Generally, the people covered
under the research are from the decision-making level of their companies so they are in a position to give strategic
perspective as well as day to day implication of implementation of AL (2) Respondents have adequate knowledge of
the respective industry to which they belong. (3) Respondents have reasonable industry of dealing with Human
Resource Management and national economy as a whole assessment tool and its administration procedures. A
narrative approach was adopted to have a better understanding of the research questions and comprehend their
views regarding implementation of Al in their respective companies. A semi structured open ended interview was
administered to steer the discussion around the research questions. The respondents were interviewed over the
phone and each respondent shared their stories. Analysis of data: The narrations were then transcribed by online
transcriber website otter.ai.com. The common keywords as prescribed by the website are as: Al strategy, learning
and implementation. The extracts of the discussions are noted in the next segment of the paper. As and when
required this research also used secondary data from the journals, literature available in the websites to understand

the implementation of Al globally.

Findings — A country where the government itself admits 90% of its workforce belongs to informal sector and ‘k’
conspicuously exits a multi-faceted stark digital divide (Huberman, 2001; DiMaggio et al., 2001; Guillen, 2006; > ’
Servon, 2002) wherein gap of digital divide is significant between the rural and urban India (Dasgupta et al, ‘ I
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2002; Nath, 2001; Singh, 2007; Mahajan, 2003; Dutta, 2003) talking of educating, applying and implementing Al
seems to be “a distant dream” but an “ambiguous ambition ”

Research limitations/implications — Prior to implementation of Al that India has to ensure, the basic
hygiene factors of informal sector labor force like social security, 2008, low wages and lack of legal protection,
unpaid overtime and occupational health problems, poor bargaining power, working without leave under
coercion, child care issues and health ailments(for which mere legislation or statutarization is just a formality
executed than taking real action) to take the majority of Indian workforce to attain the motivational factor to
acquire the knowledge and skill of Al and to implement it.

Practical implications — The Al and its adoption are still at their embryonic stage in Indian companies. With the
adoption of such sophisticated technology, in one side, the organizations are dreaming of efficiency, higher
productivity and better organizational performance whereas on the other side requirement of changing skill sets and
decreasing manpower, creating fear among the mass, which results in hard resistance against the implementation
process of Al On the other hand, lack of expertise and high cost of adoption is also hindering Al to implement in the
organizations. The adoption and implementation stage of Al vary from organization to organizations, as well as
functions to functions. While the marketing departments of several organizations are using advanced level of Al
there, the HR departments are using Al at the very initial stage. But it is evident from the above discussions that
adoption of Al in business functions is inevitable and only it is a matter of time. With the COVID-19 pandemic this
has become the utmost necessity for many organizations, particularly who works across the globe. HR partners of
the businesses are also adopting Al at a fast pace to do away with the mundane works and deliver efficient services
to the stakeholders. It is understood from the discourse that the prerequisite for a successful implementation of Al
across the industries throughout the country, needs a concerted effort from industries, academia and government.
Social implications — The answer lies in Keynesian economics. The central tenet of which is government
intervention rather investment to stabilize and progress the economy by way of spreading Internet
connectivity, basic literacy and computer literacy, then only truly Al can be effective in a greater scale.
Originality/value — A study on application of artificial intelligence in the pandemic era from a wider perspective,
this work is an empirical investigation into the benefits and limitations of artificial intelligence for human potential
and labour -intensive pandemic ridden Indian economy.

Keywords AL, HRM, Unemployment, COVID 19

Paper type Case study

Introduction

The strategic approach to effectively manage employees and increase their performances in the
organizations is Human Resource Management (HRM). Over the years it has served to remain
an essential aspect in the existing companies. HRM helps organizations to achieve their aims,
mission, vision and goals by making them unique among their competitors and adopting
innovative practices like selection, recruitment, compensation management, talent retention,
performance appraisal and so on. Off late it is shifting from its administrative work and
advancing toward work automation, robotics, machine intelligence, augmented intelligence
that are entirely reconstituting the workforce characteristics of the organizations. Presently
artificial intelligence (henceforth be called as Al in this research) is the most important word
which is redesigning HR practices globally in every sector. It is an emerging technological tool
which helps to improve employee performances and work productivity.

One of the main purposes of emergence of this technology is to efficiently maintain large scale
data and information by organizations, to help in effective decision-making, to access employee
performances, avoid repetitive work and maximize organizational output. It is a part of
sophisticated computer operation process which uses machine intelligence but behaves mostly
like a human brain (Mokyr et al, 2015). It also helps HR personnel to automate their
communications with candidates who are applying for jobs, screen candidates from the pool of
application forms, conduct large number of interviews in a short span of time, efficiently recruit
the right candidate for the right designation, provide performance feedback to all, providing on
time training and development to employees and maximizing their work efficiency (Nun, 2019).

A lot of research is continuously taking place on Al but till now it is not known whether it is
advantageous or disadvantageous to our society. With the introduction of Al, people feared of
losing jobs as dependency on machines increased at a faster rate. However, slowly and gradually,
industries and organizations started accepting it. Though, some people are still assuming that



Al can threaten human potential because if too much machine work increases, human labor will
gradually decrease, thereby resulting in loss of jobs. Thus, this case will help to study the extent of
Al utilization in the organizations and whether it is a boon or a bane for human potential and
labor-intensive economy like ours.

Conceptual framework
Al a term coined by emeritus Stanford Professor John McCarthy in 1956, was defined by him
as “the science and engineering of making intelligent machines”.

AT has been described by certain approaches in relation to human intelligence, or intelligence
in general. Many definitions refer to machines that behave like humans or are capable of actions
that require intelligence (US NDAA, 2019; Russel and Norvig; Mccarthy, 2007; Nilsson, 1998;
Fogel, 1995; Albus, 1991; McCarthy, 1988; Gardner, 1987; Newell and Simon, 1976; Minsky, 1969,
McCarthy et al, 1956). Al concerned with making computers behave like humans more human
like fashion and in much less time than a human takes so is called as Al (Poole and Goebel, 1998).

Despite the multiple facets of Al, according to Samoili ef al (2020) there are a number of
commonalities that the author observes which are mentioned hereunder:

(1) Perception of the environment, including the consideration of the real world complexity
(High-level expert group (HLEG), 2019; European Al Strategy, 2018; EC JRC Flagship
report on Al 2018; Tsinghua University, 2018; Nakashima, 1999; Nilsson, 1998; Poole
et al,, 1998; Fogel, 1995; Wang, 1995; Albus, 1991; Newell and Simon, 1976).

(2) Information processing: collecting and interpreting inputs (in form of data) (High-
level expert group (HLEG), 2019; European Al Strategy, 2018; EC JRC Flagship report
on Al 2018; Kaplan and Haenlein, 2018; Tsinghua University, 2018; Nakashima, 1999,
Nilsson, 1998; Poole et al.,, 1998; Wang, 1995).

(3) Decision making (including reasoning and learning): taking actions, performance of
tasks (including adaptation, reaction to changes in the environment) with certain level
of autonomy (High-level expert group (HLEG), 2019; OECD, 2019; European Al
Strategy, 2018; EC JRC Flagship report on Al, 2018; Kaplan and Haenlein, 2018;
Tsinghua University, 2018; Nilsson, 1998; Poole Fogel, 1995; ISO/IEC 238228, 1995,
Wang, 1995; Albus, 1991; Newell and Simon, 1976).

(4) Achievement of specific goals: this is considered as the ultimate reason of Al systems
(HLEG, 2019; OECD, 2019; European Al Strategy, 2018; Kaplan and Haenlein, 2018;
Poole et al., 1998; Fogel, 1995; Albus, 1991; Newell and Simon, 1976) (see Table 1).

Functional areas of Al is given hereunder

Artificial Intelligence Cognitive Science Applica Expert systems
Learning Systems
Fuzzy Logic
Generic Algorithms
Neutral Networks
Intelligent Agents
Visual Perceptions
Tactility

Dexterity
Locomotive
Navigation

Natural Languages
Speech Recognitions
Multisensory Interfaces
Virtual Reality

Robotics Application

Natural Interface Application

Source(s): Khanzode and Sarode (2020)
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Human potential is the capacity for humans to improve themselves through studying, training and
practice, to reach the limit of their ability to develop aptitudes and skills. “Inherent within the notion
of human potential is the belief that in reaching their full potential an individual will be able to lead
a happy and more fulfilled life” (Vernon, 2009) Human potential management does not use human
beings as a resource, but recognizes their potential and enables them to utilize their potential.
Human potential management is an integrative and continuous process of enhancing human
capabilities and capacities. In this sense, it is different from HRM, which does not essentially see
various interventions as integrative and as a whole the focus is on the use of human beings as a
resource. In that sense, HRM has more of a “maintenance” kind of mindset, whereas human
potential management follows a continuous-growth-oriented approach (Kalra, 1997).

Labor intensive refers to a process or industry that requires a large amount of labor to produce
its goods or services. Labor costs encompass all of the costs necessary to secure the human capital
necessary to complete work. (https://www.investopedia.com/terms/l/laborintensive.asp).

Background: exploratory study

In the present times, organizations which are still following traditional processes are facing
challenges as emergence of new technology is spreading worldwide. The HRM which is the
pillar of any organization must immediately accept these new technological advancements
and utilize them in their usual functionalities like recruitment, selection, employee
retention, compensation management, performance appraisal, employee rating and
deciding employee salaries and workers’ wages (Wall and Wood, 2005). With proper
training and development HRM helps employees to increase their work productivity and
attain the goals and objectives of the organization within a short span of time. Al which was
first introduced in the year 1956 by John McCarthy is an intelligent machine which acts like
a human brain. It uses various algorithms which are installed in different Al tools and
software which further helps the HRM personnel to ease their work (Netessine and Valery,
2012). It helps in work automation and prevents doing repetitive task thus helping HR
managers to focus on other important areas where machines cannot play a role (Pickup,
2018). Organizations are run by employees who are expert and knowledgeable in their field.
Thus, selecting and retaining these employees through proper recruitment process is
important. The process of shortlisting from a pool of applications and selecting appropriate
candidates for a job role is recruitment. With the application of AI, HRM will be able to
conduct the process effectively and automatically, not having to do much of a manual task
(Recht and Bryan, 2017). Skilled and experienced employees are selected with the help of
Intelligent Screening Software; an Al tool which helps in analyzing the rate of turnover. Al
also helps to access a candidate’s body language, answering skills, choice of words and
personality traits during the interview process thus helping the HR team to make the final
selection. It also helps them to provide individual performance feedback within the time
limit thus making the process smooth and swift (Bondarouk and Brewster, 2016). Al also
helps in providing training and development programs to employees in an effective way
and helps to assess the training gaps, based on which suitable measures are taken
(Chamberlain, 2016). Workers need to upgrade and transform their skills and knowledge as
required. As per recent research studies, sufficient jobs will be available if workers can
upgrade and learn the new technological skills with proper training and development (Ball,
2010). However, the upcoming job environment may not be the same as before or may not be
of the same type and thus workers will have to adapt to the new situation and adjust
themselves to these challenges (Bessen, 2017). Occupations based on higher as well as
middle level education both have tendency to grow in future (Broadberry and Wallis, 2016).
Industries which use digitalized technologies have shown to bring positive changes in
business, as well as led to improvement in the work quality. Production outcome although
depends on employees, workers, stakeholders and government policies (Caselli and



Manning, 2017). Production growth will be higher in the next five to 10 years if Al Application of
applications are used judiciously and substantially. Although organizations may suffer a artificial
large amount of expense while investing in learning and training sessions for their intelligence
employees but the after effect will be beneficial (Crafts, 2010). Organizations that start g
using this technology at an early stage will benefit overall. As advancements are taking

place, the concept of Al is becoming popular in various sectors like healthcare, finance,

supply chain, agriculture and so on. Al software used in the agriculture and food 153
production sector helps to provide sufficient food supply to the country thus promoting
hunger-eradication. Farm View is one such example of Al which helps in managing crops
and improving breeding of plants. A heat tolerant grain Sorghum in Africa is used in this
case to meet food demand of the country (Elliott, 2017). Al software is also widely used in
areas of transportation, advanced analytics, improved electric signals on tracks
(Eurofound, 2012). Application of Al helps organizations to increase their level of
productivity and profit and eventually these profits are provided as wages to workers and
other employees (Evans and Schmalensee, 2014) The profit is used in the work operations of
the organizations and the output obtained is invested for more production which further
leads to promotion of new jobs for employees (Fouquet and Broadberry, 2015) This will
have an economic impact of the country (Nedelkoska and Quintini, 2018). Al will help to
grow and upgrade the Information and Communication Technology sector thereby making
its contribution important to the Indian economy. On the other hand, a group of researchers
feel automation of work will have an impact on the workforce distribution and work timing
of an organization. Uneducated and unskilled workers are at a high risk in terms of work
automation except where they need to perform extremely vital task (Abramovitz and
David, 1996).0Other theoretical models predict that the ongoing productivity slowdown is
likely to continue due to increased inequalities (Gries and Naudié, 2018), learning costs
(Jones, 2009) and a lower rate of disruptiveness of Al compared to other general-purpose
technologies (Gordon, 2016, 2018). A forecast by think-tank Bruegel warns that as many as
54% of jobs in the EU face the probability or risk of computerization within 20 years. The
effect is likely to be more nuanced, and there seems to be a consensus among researchers
that there will be significant workforce shifts across sectors of the economy, accompanied
by changes in the nature and content of jobs, which would require reskilling. Furthermore,
job polarization is probable: lower-paid jobs that typically require routine manual and
cognitive skills stand the highest risk of being replaced by Al and automation, while well-
paid skilled jobs that typically require non-routine cognitive skills will be in higher demand.
Studying the patterns of previous industrial revolutions indicates that job destruction will
be stronger in the short and possibly medium term, while job creation will prevail in the
longer term. Nonetheless, labor relations may alter, with more frequent job changes and a
rise in precarious work, self-employment and contract work, which would possibly weaken
workers’ rights as well as the role of trade unions. The disruptive effects of Al may also
influence wages, income distribution and economic inequality. Rising demand for high-
skilled workers capable of using Al could push their wages up, while many others may face
a wage squeeze or unemployment. This could affect even mid-skilled workers, whose wages
may be pushed down by the fact that high-skill workers are not only more productive than
them thanks to the use of Al but are also able to complete more tasks. The changes in
demand for labor could therefore worsen overall income distribution by affecting overall
wages. Much will depend on the pace, with faster change likely to create more undesirable
effects due to market imperfections. Theoretically, the more Al solutions replace routine
labor, the more productivity and overall income growth will rise and the more sharply
inequality will increase. This may lead to a “paradox of plenty”: society would be far richer
overall, but for many individuals, communities and regions, technological change would
only reinforce inequalities. There are indeed fears that the current trends of shifting the
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distribution of national income away from labor, which leads to deeper inequality and the
concentration of wealth in ’“superstar” companies and sectors, will indeed only be
exacerbated by Al (Szczepansk, 2019). Many studies have shown AI's negative effect on
employment wherein technological unemployment and job displacement have been
prevalent. Consequences for labor markets will affect workers in terms of inequality, wage-
push inflation and tax base shrinkage. Al could also have a disruptive effect on the
economy and its relationship with other countries as it may augment the gap globally
(Szczepansk, 2019). A growing body of recent theoretical work in economics builds on the
literature on job polarization to consider the potential impact on labor of the implementation
of AL This literature includes Acemoglu and Restrepo (2016, 2018b), Aghion et al. (2017),
Bessen (2017), Caselli and Manning (2017), among others. In the models discussed by
Acemoglu and Restrepo (2018a) and by Caselli and Manning (2017), in the short term the
substitution effect may dominate, and workers may be worse off. Here it shall not be out of
context to mention that Al is likely to affect very different kinds of occupations, and so
different kinds of workers, than software and robots. Whereas low skill occupations are
most exposed to robots, and middle-skill occupations are most exposed to software, it is
high-skill occupations that are most exposed to Al (Webb, 2020). A shared concern about
robotization arose from job polarization, or the fact that middle skill, middle-income jobs are
disappearing to the benefit of job creation both at the high and at the low end of the wage
distribution (Autor, 2010; Autor ef al., 2003). Workers employed in nonrepetitive activities
requiring high digital skills could increase the wages they command as their skills are in
dearth of supply, while raising the productivity they contribute to their employers. In stark
contrast, workforces engaged in repetitive tasks are likely to be compressed as their skill
sets shall gradually and increasingly irrelevant consequently their power to negotiate for
higher wages is likely to decay. In brief, a community of workers is at serious risk of being
replaced by machines, while there could be scarcities of workers who can complement what
machines do. Al may increase employment for specific skills that may be needed to
automate the said technological change. Hence, it creates new latitudes through “creative
destruction” (Morgan and Frank, 2019). It appears in general Al is likely to disrupt labor
with markets modestly negative impact on long-term employment overall.

Besides, there are some researchers who point out the inherent limitation of AL With
respect to automation in general, and Al is no exception, there is another challenge
regarding the issue of “potential liability”. For instance, if in the future, Al methods are
used to build partial or full autonomous vehicles, if an autonomous vehicle is involved in a
crash, who should be held liable in such a case? While this limitation is not merely
technical in nature, it is a serious issue that needs to be addressed (Chowdhury and Sadek,
2012). One major criticism of many Al paradigms (e.g. neural networks), which was
previously alluded to in the article by Van Zuylen, is that they are often regarded as black
boxes that merely attempt to map a relationship between output and input variables
based on a training data set. This also immediately raises some concerns regarding the
ability of the tool to generalize to situations that were not well represented in the data set
(Chowdhury and Sadek, 2012). Another limitation of Al-based search methods, such as
genetic algorithms and ant colony optimization, is that they are never guaranteed to reach
the “optimal” solution. Also when using Al-based search methods to solve a problem, it is
often hard to gain true insight into the problem and the nature of the solution, as is
possible for instance when using mathematical programming methods. The inability to
quickly do sensitivity analyses is an important example of this limitation (Chowdhury
and Sadek, 2012).For several Al methods, there is currently little guidance on how to
decide upon the best values to use for a given method’s tuning parameters (Chowdhury
and Sadek, 2012).



The current crisis

The report of CMIE (Centre for Monitoring Indian Economy) confirms unemployment rate in
India rose to 29% since the country went into lockdown from March 2020. The picture shall
be clear from the figure given hereunder (see Figure 1):

Choudhary (2020) confirms urban unemployment rate to 30.9% whereas, an ADB-ILO
report’s prognosis for unemployment is 6.1 million young Indians (15-24 years) may lose jobs
even if the virus is controlled by September 20 (“6.1 million youth may lose . .. ”, 2020)

Unemployment rate in urban areas rose to 20.9% during the April-June quarter of 2020,
more than double the unemployment rate in the same quarter the previous year (8.9%) as
shown in figure below (see Figure 2):

In all aforesaid cases unemployment rate means the percentage of unemployed persons in
the labor force. labor force constitutes persons who are either employed or unemployed but
seeking work.

Regarding the availability of data for employment generation in the unorganized sector
rural and urban, the representative of the ministry submitted in evidence as follows:
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Figure 1.
Unemployment rate of
India July, 2019—

June 2020

Figure 2.
Unemployment rate in

urban areas during the

April-June quarter
of 2020
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“Right now, there is no area framed for this data for unorganized sector.” (Ministry of
Labour and Employment, Government of India, 2021)

From the aforesaid confirmation of the central government it is established absence or
ineffectiveness of a formal organizational framework for unorganized workers, their lack of
representation of in associations, exclusion of workers from legal rights for minimum wages
is as evident as for the domestic workers in particular as highlighted in earlier research
(Bhattacharya et al.,, 2016; Chandramouli, 2018).

However the Standing Committee on Labor (Chair: Mr. Bhartruhari Mahtab) submitted its
report on the subject “Impact of COVID-19 on Rising Unemployment and Loss of Jobs/
Livelihood in Organised and Unorganised Sectors” on August 3, 2021. observed “that 90% of
workers in India are from the informal sector. These workers include: (1) migrant workers, (2)
contract labours, (3) construction workers, and (4) street vendors. The Committee observed
that these workers were worst impacted by the pandemic due to seasonality of employment
and lack of employer-employee relationship in unorganised sectors” (Ministry of Labour and
Employment, Government of India, 2021).

Report from press confirms 80% of India’s informal workers lost jobs during COVID-19
lockdown and 63 % survived on two meals a day (“80% of India”s informal . . . ”) About 80%
of the high-volume domestic workers (more than 10 jobs per week) ended up almost jobless
and half of them reported poor access to medical care during the period (National Domestic
Workers Alliance, 2020). In April 2020, the International Labor Organization (ILO) observed
that more than 40 crore informal workers in India may get pushed into deeper poverty due to
the pandemic (Kumar, Srivastava, 2021).

As per the NCRB report, a spike of 10% in the number of deaths by suicide was recorded in
India in 2020 as compared to 2019-1.53 lakh suicides in 2020 — highest in the last 10 years.
Daily wage earners constituted the highest share, a total of 37,666(24.6 %) wage workers died
by committing suicide (“India Lost More People”).

The lockdown to combat the corona virus outbreak has compelled many industries to shut
down thus increasing unemployment across the country (Admin, (2020), July 21). The public
health crisis outbroke at a time when India’s gross domestic product (GDP) growth was
already sloping down, and unemployment was on the rise (Dev and Sengupta, 2020).
Compared to 2003-2011, investment and savings rates and exports-GDP ratio declined in the
2011-2019 period. The investment rate declined from 34.31% of GDP in 2011-12 to 29.30% in
2018-19. The savings rate declined almost consistently from 34.27% of GDP to 30.51%
between 2011 and 2018 (Nair, 2020). According to the advance estimates (January) of the
National Statistical Office, the growth of the gross domestic product (GDP) in 2019-20 was
5%, a steep fall from the 201617 growth rate of 8.2% (Nagaraj, 2020). Other theoretical
models predict that the ongoing productivity slowdown is likely to continue due to increased
inequalities (Gries and Naudié, 2018), learning costs (Jones, 2009) and a lower rate of
disruptiveness of Al compared to other general-purpose technologies (Gordon, 2016, 2018). It
is pertinent to mention here although the Indian economy is the third-largest economy in the
world, the unemployment rate is very high and it also differs every year due to its large labor
force caused by the young working population of the country (Kumar and Murali, 2016).
Despite the growth of GDP, jobless growth becomes more integral based on the findings of
the periodic labor force survey of 2017-18, proving the fact that GDP growth is not an
automatic transformation process for employment in the economy (Paruchuru et al, 2020).
One of the main causes of jobless growth in India over the years is prevailing job losses, which
according to Madhavan (2018), have risen between 2016 and 2017 for as much as 1.5 million
jobs lost.

Unemployment in India has been a consistent issue for years. Full-time job opportunities
are decreasing day by day due to part-time and casual work (Chand ef al, 2017). Over the
years, as technology took part in driving India’s economy, there is also job-deficient growth,



rising farm distress and youths concerned for job reservations in the public sector, hence  Application of
overall employment insignificance might be caused by Al displacing human labor in the artificial
services sector, making labor demand for predictable jobs shrink (Bonsay et al., 2021). intelligence
The prevailing degree of unemployment clearly indicates that there is something inherently g

wrong with whole economic structure. The inequalities grew because as a result of reckless

inflation, the wealthy got richer and the poor became poorer. According to the Oxfam study in

2019, the top 10% of the Indian population owned 77% of the overall national income. The 157
calculation showed 73% of the wealth produced in 2017 went to the wealthiest 1%, while 670
million Indians, who constitute the poorest half of the nation, received just a 1% rise in their
income. (Oxfam International, 2021). The World Inequality Report produced by a network of
social scientists estimated the share of wealth owned by billionaires has mounted by a record
amount during the pandemic, with millionaires also coming up out of COVID-19. Lead author
Lucas Chancel confirmed: "The COVID crisis has exacerbated inequalities between the very
wealthy and the rest of the population (“Pandemic makes the super-rich richer”). Overall, the
scenario is one of rising wage and employment opportunity inequality, the recent research
studies of Korinek and Stiglitz (2000), Aghion and Howitt (2017) points to rising wage inequality
once jobs start to be created subsequent to a technological disruption.

Problem area/issues under investigation
(1) To study the extent of use of Al in the modern organization.
(2) Tocomprehend the changing nature of future jobs in the context of application of Al

(3) To study the impact of Al on the economy of the country with special reference to the
job market.

(4) Given the critical scenario of labor Indian economy how Al shall coexist with human
intelligence or labor

Research Methodology

Research Design

The research on implementation of Al in different industries and its effect on job market are at a
nascent stage. There is a dearth of literature. Hence, this followed a qualitative approach to have a
better understanding of the research questions as Bhattacherjee (2012) confirms that employing
an interpretive paradigm (qualitative analysis as the analysis of data, e.g. data from interview
transcripts) is the more productive way to study social order and that it is achieved through
“subjective interpretation of participants involved, such as by interviewing different participants
and reconciling differences among their responses using their own subjective perspectives”.

Sample selection

The selection technique utilized is purposive sampling. The respondents in this research are the
General Managers and HRs from different companies. A total of 14 senior professionals from
various sectors were approached for the interview out of which seven people gave their consent
to take interview. Seven senior HR professionals mainly general manager and HRs from various
sectors viz. oil and gas sector, manufacturing, healthcare, construction, media, power and
energy, retail, were interviewed to understand how they are using Al in their respective fields.

Inclusion criteria

(1) Generally, the people covered under the research are from the decision-making level
of their companies so they are in a position to give strategic perspective as well as day
to day implication of implementation of Al.
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(2) Respondents have adequate knowledge of the respective industry to which they
belong

(3) Respondents have reasonable industry of dealing with HRM and national economy as
a whole

Assessment tool and its admunistration procedure

A narrative approach was adopted to have a better understanding of the research questions
and comprehend their views regarding implementation of Al in their respective companies. A
semi structured open ended interview was administered to steer the discussion around the
research questions. The respondents were interviewed over the phone and each respondent
shared their stories.

Analysis of data

The narrations were then transcribed by online transcriber website otter.ai.com. The common
keywords as prescribed by the website are as: Al, strategy, learning, implementation. The
extracts of the discussions are noted in the next segment of the paper. As and when required
this research also used secondary data from the journals, literature available in the websites to
understand the implementation of Al globally.

Findings and analysis based solutions

The application of Al in the organization

Al is impacting every function and the modalities of business. For example, Al helps in
managing various sub-stations in the energy plant which helps to study the amount of
electricity load consumed or needed; power-consumption, system process through which
consumption is done and obtain daily workforce updates. It also helps to prepare forecasts
and prediction reports and analytics of the operations, thus making work easier for the
employees. The respondent from the healthcare sector expressed that Al helps employees to
work better, provide fast and efficient service to clients, diagnose problems and issues,
analyze cases and provides accurate information for specific problems. Agriculture and diary
sector are also using Al in their work process. Al is helping the employees to easily access the
process, payment and make other operations smooth thereby preventing brokers from
making money and helping in delivering products directly from producers to consumers
thereby minimizing loss and maximizing output and profit of the business. One of the
respondents also shared his organizational experience related to the Al application in the
office canteen to reduce wastage of foods. The office canteen uses Al tools through which
employees select the items and amount of food they wish to consume. With the help of a
biometric automatic display of trays and coupons are provided; thereby preventing wastage
of food. But the implementation of Al is not so smooth. It is comprehended from the
interviews that to implement Al the initial step needed is a change of mindset to accept the
technology.

The role of Al in human resource management (HRM)

Like other business functions, HR as a business partner also adopting Al in the HR processes.
It was understood from the in-depth interviews that Al is being used in many areas of HR
function such as: recruitment, selection, performance management, employee retention, etc.
Al is helping the managers to conduct smooth recruiting operations and conducting large
scale interviews. Al helps in synchronizing the questions and analyzing the answers,
providing timely feedback, study the interviewees’ behavior traits, choice of words, language,



interest in the field, predicting a rate of attrition and helping in employee retention. Al also
helps in performance management, employee engagement, proving training and
development for employees, study the net promoters score, happiness quotient of
employees; thereby increasing motivation.

As per respondents, the implementation of Al in various HR functions will be expedited with
the current COVID-19 situation. Organizations’ regular operations are being challenged in a big
way as employees are now becoming remotely connected due to “lock downs” and there is a
restricted use of employees on-site. Experts from the field of HR opined that in the current
COVID-19 situation, as most of the operations are performed online, the implementation and use
of Al in various HR functions, is becoming obvious and essential. In the post pandemic
situation, the use of Al will be more significant to balance between organization’s reduced size
in terms of manpower and efficiency in terms of result. The companies are now experimenting
and embedding Al to do the mundane jobs for the HR department. It uses psychometric tools,
helps in augmenting and automating work by selecting suitable resumes from the pool of
applications, chalks out the previous companies the employee has worked in, helps in
recruitment of employees, integrate multiple data, synchronizes behavioral competency of
candidates, performances, employee retention, analyze the rate of success, helps to understand
which employee suits in which position and study the rate of attrition of the organization. Al is
helping the HR department to perform more efficiently and strategically by performing the
routine and repetitive works in a smarter and more efficient way, and thus helping the HR
managers to deliver service with speed, accuracy and more bias-free way. It is evident from the
responses that Al can also help the HR managers to retain potential employees correctly
predicting possible details, which creates grievances even at the individual level. Al tool helps
to understand the gap between organizations and individual expectations and hence help HR
managers to take measures. Thus, HR department gets more time to concentrate on managing
other important areas where machines cannot play a role.

Al is helping the HR partners in augmenting and automating work, and prevents
repetitive and manual task and allows them to concentrate on building strategies for
achieving company aims and goals within a short span of time.

The changing job nature and acceptance of Al by the Indian companies

Implementation and implementation of technology have never been easy. When computers
were discovered and computerization of businesses was in force, people feared of losing their
jobs and a huge resistance resulted in socially. But with time it is proven that it helped in
increasing employment and changing lifestyles to a better one. Similarly, Al when merged
with HRM in the modern companies is benefitting everyone in an effective way. People do not
have much of a choice but to accept it, though most companies have already started using the
technology. The COVID-19 has expedited the work — from — home concept and has made the
gig-economy a reality today. People and organizations are becoming more accustomed to the
changing context with the fast implementation of technology. It was evident from the
interviews that post COVID-19, organizations will be looking for more specialty skills and the
forms of work — contracts are surely going to be changed. According to the respondents,
quick implementation of technology and Al will help managers in better decision making and
forecasting which is already been proven to be advantageous to the companies. After
adoption of LPG economy, the IT/ITS hubs in India are flourishing while other sectors are still
at a developing stage. With the implementation of Al technology, these sectors will also bring
in more productivity thereby increasing jobs for people. Another respondent mentioned how
companies like Google, OLA, UBER and OYO have already adapted Al technology and with
the help of its tools and software people are getting benefits in their day to day lives. Al will
help to manage the workforce globally. Al will help the organizations to identify skills
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correctly, from a large pool of candidates. It will help the organizations to design competitive
compensation packages and help the HR managers to integrate workforce across the world
reducing the cultural and semantic barriers.

The viability of Al for a labor-intensive economy like India

As per experts, Al is a viable long-term proposition, even for a labor-intensive economy like
India. According to the respondents, the introduction of Al will benefit all stakeholders. It
helps in work automation and upgradation. Implementation of Al will change the job nature
and hence the requirement of skills will be different. HR managers have to predict the future
requirement of skill sets and must take corrective actions by providing training sessions to
employees for learning the new technologies, help unskilled workers to upgrade their skills
and utilize workforce in operating these tools and software. Several respondents feel
terminating employees can never be a solution; be it in times of recession or in times of
pandemic; rather they can diversify their work process and upgrade employees’ knowledge
and skills that can be used efficiently for production and organizational benefits.

The impact of Al in the Indian Economy and job market

India is a labor-intensive country. The cost of implementing Al is generally huge. It is
generally beyond the capacity of small and medium scale to implement the Al at large scale.
Our country is comprised of a huge number of blue collared workers who are less skilled and
less knowledgeable. So, rapid and wide implementation of Al in all industries and in every
organization is not possible in this country. Implementation of Al will lead to transform our
lifestyle, work culture and communication keeping in mind certain intrinsic limitations of Al
mentioned hereunder:

(1) Sometimes it can be misused leading to mass scale destruction.

(2) Program mismatch is sometime done opposite to the command.
(3) Creativity is dependent upon programmer.

(4) Lacks the human touch

5) Younger generation becomes lazy.

6) Require a lot of time and money; and

(7) Technological dependency increases (Khanzode and Sarode, 2020).

Though the entire world is moving towards automation, India cannot resist its’
implementation. But the country must plan wisely at macro level and focus on building
future-skill sets among young workforces. Thus, industries and organizations must utilize
these people by providing proper development and training for operating these tools and
software. Employees must upgrade their skills to be able to work effectively and efficiently;
thereby increasing the rate of employment. In long term the Al skill-based courses skill based
course can be created and implemented in collaboration with the academics and industries.
But currently working professionals in industry we must emphasize on upskilling and
reorienting. Whereas sophisticated Al-technologies reduce the need for human labor in
today’s industry, synchronizing these technologies to the organizational needs and
deliverables requires an in-depth understanding of organizational members’ capabilities
(Davenport and Kirby, 2016). Therefore at present development of Al competencies and its
applications has become vital to help employees remain employable in the future.
Implementation of Al in different fields will improve the operational efficiencies of the
industries. It is understood from the discussions that Al and robotics helps in augmenting



and automating work, reduce manual task, prevent pilferages cybercrime, work repetition
and maintain large scale data and information. This will not only increase organizational
productivity and output but will also provide time to employees to concentrate on other vital
areas where machines cannot play a role. Thus, it will have a positive impact on the Indian
economy and job market. And here comes the role of creative HRM — who cannot be reskilled
must be rehabilitated by way of utilizing their existing skills by way of initiating
entrepreneurial venture.

But the most vital part of the story is one can only run if the person knows to walk. A country
where the government itself admits 90% of its workforce belongs to informal sector and
conspicuously exits a multi-faceted stark digital divide (Huberman, 2001; DiMaggio et al., 2001;
Guillen, 2006; Servon, 2002) wherein gap of digital divide is significant between the rural and
urban India (Dasgupta et al., 2002; Nath, 2001; Singh, 2007; Mahajan, 2003) talking of educating,
applying and implementing Al seems to be “a distant dream” but an “ambiguous ambition”.

Therefore the answer lies in Keynesian economics The central tenet of which is
government intervention rather investment to stabilize and progress the economy by way of
spreading Internet connectivity, basic literacy and computer literacy, then only truly Al can
be effective in a greater scale which was duly pointed out by Bonsay ef al. (2021) suggesting
that other economies being involved in Al utilization should focus on developing high
standards of an educational system that covers a wide range of skills aligned to the new job
creation rooted in technology and leverage this transformation to further enhance people’s
livelihood and income, as the continuous shift toward technological change is inevitable.

Prior to that India has to ensure the basic hygiene factors of informal sector labor force like
social security. Low wages and lack of legal protection, unpaid overtime and occupational
health problems, poor bargaining power, working without leave under coercion, child care
issues and health ailments (for which mere legislation or statutarization is just a formality
executed than taking real action) to take the majority of Indian workforce to attain the
motivational factor to acquire the knowledge and skill of Al and to implement it.

Conclusion

The Al and its implementation are still at their embryonic stage in Indian companies. With the
implementation of such sophisticated technology, in one side, the organizations are dreaming of
efficiency, higher productivity, better organizational performance whereas on the other side
requirement of changing skill sets and decreasing manpower, creating fear among the mass,
which results in hard resistance against the implementation process of Al. On the other hand,
lack of expertise and high cost is also hindering implementation of Alin the organizations. The
implementation and implementation stage of Al vary from organization to organizations, as
well as function to functions. While the marketing departments of several organizations are
using advanced level of Al there, the HR departments are using Al at the very initial stage. But
it is evident from the above discussions that implementation of Al in business functions is
inevitable and only it is a matter of time. With the COVID-19 pandemic this has become the
utmost necessity for many organizations, particularly who works across the globe. HR partners
of the businesses are also adopting Al at a fast pace to do away with the mundane works and
deliver efficient services to the stakeholders. It is understood from the discourse that the
prerequisite for a successful implementation of Al across the industries throughout the country,
needs a concerted effort from industries, academia and government.

Questions for discussion

(1) How application of Al has changed the HR functions?
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(2) How AI benefits HR functions?
(3) Is Al desirable in a labor intensive country like India?
(4) What is the limitation of Al in HR function?

References

“6.1 million youth may lose jobs in India due to Covid-19” (2020), available at: https://www.business-
standard.com/article/economy-policy/6-1-million-youth-may-lose-jobs-in-india-due-to-covid-19-
adb-ilo-report-120081801418_1.html.

“80% of India”s informal workers lost jobs during COVID lockdown, 63% survived on two meals a
day, shows data” (2021). available at: https://www firstpost.com/india/80-of-indias-informal-
workers-lost-jobs-during-covid-lockdown-63-survived-on-two-meals-a-day-shows-data-
9264141 .html.

Abramovitz, M. and David, P.A. (1996), “Convergence and delayed catch-up: productivity leadership
and the waning of American exceptionalism”, in Landau, R., Taylor, T. and Wright, G. (Eds),
The Mosaic of Economic Growth, Stanford University Press, Stanford, CA.

Acemoglu, D. and Restrepo, P. (2016), The Race Between Man and Machine: Implications of
Technology for Growth, Factor Shares and Employment, National Bureau of Economic
Research, Cambridge, MA, NBER Working Paper No. 22252.

Acemoglu, D. and Restrepo, P. (2018a), Artificial Intelligence, Automation and Work, National Bureau
of Economic Research, Cambridge, MA, NBER Working Paper No. 24196.

Acemoglu, D. and Restrepo, P. (2018b), “Low-skill and high-skill automation”, Journal of Human
Capital, Vol. 12 No. 2, pp. 204-232.

Admin, H. (2020), “Byjus”, available at: https://byjus.com/ (accessed 10 April 2020).

Aghion, P., Jones, B. and Jones, C. (2017), Artificial Intelligence and Economic Growth, National Bureau
of Economic Research, Cambridge, MA, NBER Working Paper No. 23928.

Albus (1991), “Outline for a theory of intelligence”, IEEE Transactions on Systems, Man, and
Cybernetics, Vol. 21 No. 3, pp. 473-509.

Autor, D.H. (2010), The Polarization of Job Opportunities in the U.S. Labor Market: Implications for
Employment and Earnings, Center for Economic Progress, Washington DC.

Autor, D.H,, Levy, F. and Murnane, RJ. (2003), “The skill content of recent technological change: an
empirical exploration”, Quarterly Journal of Economics, Vol. 118 No. 4, pp. 1279-1333.

Ball, K. (2010), Workplace Surveillance: An Overview of Labour History, Vol. 51 No. 1, pp. 87-106.

Bessen, J. (2017), Automation and Jobs: when Technology Boosts Employment, Boston University
School of Law, Law, and Economics Research, Boston, MA, pp. 17-9.

Bhattacharya, D., Sukumar, M. and Mani, M. (2016), Living on the Margins: A Study of Domestic
Workers in Chennai, India, Centre for Workers’ Management.

Bhattacherjee, A. (2012), “Social science research: principles, methods and practices”, USF tampa bay
open access textbooks collection, available at: http://scholarcommons.usf.edu/oa_textbooks/3.

Bondarouk, T. and Brewster, C. (2016), “Conceptualizing the future of HRM and technology research”,
The International Journal of Human Resource Management, Vol. 27 No. 21, pp. 2652-2671.

Bonsay, J.O., Cruz, A.P., Firozi, HC. and Camaro, PJ.C. (2021), “Artificial intelligence and labor

productivity paradox: the economic impact of Al in China, India, Japan, and Singapore”, Journal
of Economics, Finance and Accounting Studies (JEFAS), Vol. 3 No. 2, pp. 120-139.

Broadberry, S. and Wallis, J. (2016), Growing, Shrinking and Long Run Economic Performance:
Historical Perspectives on Economic Development, National Bureau of Economic Research,
Cambridge, MA, NBER Working Paper No. 23343.



Caselli, F. and Manning, A. (2017), “Robot arithmetic: can new technology harm all workers or the
average worker?”, London School of Economics, London, Centre for Economic Performance
Discussion Paper No. 1497, available at: http://cep.Ise.ac.uk/pubs/download/dp1497.pdf.

Chamberlain, R. (2016), “Five steps toward recognizing and mitigating bias in the interview and hiring
process”, Strategic HR Review, Vol. 15 No. 5, pp. 199-203.

Chand, R., Srivastava, SK. and Singh, J. (2017), “Changes in rural economy of India, 1971 to 2012,
Economic and Political Weekly, Vol. il No. 52, p. 65.

Chandramouli, K. (2018), “Women domestic workers in India: an analysis”, International Journal of
Innovative Technology and Exploring Engineering, Vol. 8, pp. 6-8.

Chowdhury, M. and Sadek, A.W., (2012). “Advantages and limitations of artificial intelligence”,
Artificial Intelligence Applications to Critical Transportation Issues, Transportation Research
Circular, E-C168, pp. 6-8.

Choudhary, R. (2020), “COVID-19 Pandemic: impact and strategies for education sector in India”, 2020,
16th April Government, Economic Times, available at: https://government.economictimes.
indiatimes.com/news/education/covid-19-pandemic-impact-and-strategies-for-education-sector-
in-india/75173099.

Crafts, N. (2010), “The contribution of new technology to economic growth: lessons from economic
history”, Competitive Advantage in the Global Economy, CAGE Working Paper Series 01,
available at: https://warwick.ac.uk/fac/soc/economics/research/centres/cage/manage/publicati
ons/01.2010_crafts.pdf.

Dasgupta, S, Lall, S. and Wheeler, D. (2002), Policy Reform, Economic Growth, and the Digital India,
Policy Review Working Paper of the World Bank, WPS-2567, Washington, DC.

Davenport, T.H. and Kirby, J. (2016), “Just how smart are smart machines?”, MIT Sloan Management
Review, Vol. 57 No. 3, pp. 21-25, [Web of Science].

Dev, M.S. and Sengupta, R. (2020), “COVID 19: impact on the Indian economy”, Indira Gandhi Institute
of Development Research, Working Paper, available at: http://www.igidr.ac.in/pdf/publication/
WP-2020-013.pdf (accessed 2 May 2020).

DiMaggio, P., Hargitti, E., Russell, W., Newman, John and Robinson, P. (2001), “Social implications of
internet”, Annual Review of Sociology, Vol. 27, p. 307336.

EC JRC Flagship report on Al, (2018), Craglia, M., Annoni, A., Benczur, P., Bertoldi, P., Delipetrev,
P., De Prato, G., Feijoo, C., Fernandez Macias, E., Gomez, E., Iglesias, M., Junklewitz, H.,
Lépez Cobo, M., Martens, B., Nascimento, S., Nativi, S., Polvora, A., Sanchez, 1., Tolan, S.,
Tuomi, I. and Vesnic Alujevic, L. (Eds), Artificial Intelligence - A European Perspective, EUR
29425 EN, Publications Office, Luxembourg, ISBN 978-92-79-97217-1, doi:10.2760/
11251,JRC113826.

Elliott, SSW. (2017), “Artificial intelligence and the future of work and skills: will this time be different?”,
Blog post, available at: https://www.oecdforum.org/users/69561-stuart-w-elliott/posts/21601-
artificial-intelligence-and-thefuture-of-work-and-skills-will-this-time-be-different.

Eurofound (2012), Trends in Job Quality in Europe, Publications Office of the European Union,
Luxembourg.

European Al Strategy (2018), “EC communication”.

Evans, D. and Schmalensee, R. (2014), “The antitrust analysis of multisided platform businesses”, in
Blair, R.D. and Sokol, D.D. (Eds), The Oxford Handbook of International Antitrust Economics,
Oxford University Press.

Fogel (1995), “Evolutionary computation: toward a new philosophy of machine intelligence., review of
computational intelligence: imitating life”, Proceedings of the IEEE, IEEE Press, New York.

Fouquet, R. and Broadberry, S. (2015), “Seven centuries of economic growth and decline”, Journal of
Economic Perspectives, Vol. 29 No. 4, pp. 227-244.

Gardner (1987), The Mind”s New Science: A History of the Cognitive Revolution, Basic Books, New York.

Application of
artificial
intelligence

163




19,2

164

Gordon, RJ]. (2016), The Rise and Fall of American Growth: the US Standard of Living since the Civil
War, Princeton University Press, Princeton.

Gordon, R}]. (2018), Why Has Economic Growth Slowed when Innovation Appears to Be Accelerating?,
National Bureau for Economic Research, NBER Working Paper 24554.

Gries, T. and Naudié, W. (2018), Artificial Intelligence, Jobs, Inequality and Productivity: Does Aggregate
Demand Matter?, 1ZA DP No. 12005, Bonn.

Guillen, M. (2006), “Explaining the global digital divide”, Social Forces, Vol. 84, pp. 681-708.

High-level expert group (HLEG) (2019), “On artificial intelligence appointed by the European
Commission”, available at: https:/digital-strategy.ec.europa.eu/en/policies/expert-group-ai.

Huberman, B. (2001), The Law of Web: Patterns in the Ecology of Information, MIT Press, Cambridge.
ISO/TEC 238228 (1995), “The International Organization for Standardization (ISO)”.

Jones, BF. (2009), “The burden of knowledge and the “Death of the Renaissance Man”: is innovation
getting harder?”, Review of Economic Studies, Vol. 76 No. 1, pp. 283-317.

Kalra Satish Kumar .(1997) “Human potential management: time to move beyond the concept of
human resource management”, Journal of European Industrial Trai, Nos. 21/5, pp. 176-180.

Kaplan and Haenlein (2018), “Kaplan, A. and Haenlein, M. Siri, Siri, in my hand: who”s the fairest in
the land? on the interpretations, illustrations, and implications of artificial intelligence”.

Khanzode, K.C.A. and Sarode, R.D. (2020), “Advantages and disadvantages of artificial intelligence and
machine learning: a literature review”, International Journal of Library and Information Science,
Vol. 9 No. 1, pp. 30-36, available at: https://iaeme.com/Home/issue/IJLIS?Volume=9&Issue=1.

Korinek, A. and Stiglitz, J. E. (2000) “Artificial intelligence and its implications for income distribution
and unemployment, NBER working paper number 24174, December 2017; and Philippe Aghion
and Peter Howitt, ‘On the macroeconomic effects of major technological change™, in Encaoua,
D. et al (Eds), The Economics and Econometrics of Innovation, Kluwer Academic Publishers,
Boston, MA, p. 110.

Kumar, A. and Murali, DK. (2016), “A critical review on unemployment and economic growth,
engineering education and civil engineers career up graduation in India”, International Research
Jouwrnal of Engineering and Technology, Vol. 3 No. 5, pp. 1390-1393.

Kumar, O. and Srivastava, S. (2021), “Impact of COVID-19 on employment in urban areas”. PRS Legislative
Research, available at: https:/prsindia.org/theprsblog/impact-of-covid-19-on-unemployment-in-
urban-areas.

Madhavan, N. (2018), “The specter of jobless growth”, The Hindu Businessline.

Mahajan, S. (2003), “Impact of digital divide on developing countries with special reference to India”,
SERALS Journal of Information Management, Vol. 40 No. 4, pp. 328-329.

McCarthy, J., Minsky, M.L., Rochester, N. and Shannon, C.E. (1956), “A proposal for the dartmouth
summer research project on artificial intelligence”.

McCarthy, J. (1988), “Mathematical logic in artificial intelligence, Daedalus”, Journal of the American
Romanian Academy of Arts and Sciences, Vol. 117 No. 1, pp. 297-311.

McCarthy, ]J. (2007), “What is. Artificial intelligence”. available at: https://scholar.google.com/scholar?
cluster=17761176204260943993&hl=en&as_sdt=0,5#d=gs_cit&u= %_2Fscholar %3Fq%
3Dinfo % 3ASFqViif WDtE] % 3Ascholar.google.com % 2F % 26output % 3Dcite % 26scirp % 3D3%
26scthb %3D1%26h1% 3Den.

Ministry of Labour and Employment, Government of India (2021), “T'wenty-fifth report of standing
committee on impact of covid and Loss of jobs/livelihood in organised and unorganised
sectors”, Lok Sabha Secretariat New Delhi, Seventeenth Lok Sabha. available at: https:/eparlib.
nic.in/bitstream/123456789/811626/1/17_Labour_25.pdf.

Minsky, M.L. (Ed.) (1969), Semantic Information Processing, Cambridge MIT Press.



Morgan, R. and Frank, D.A. (2019), “Toward understanding the impact of artificial intelligence on ~ Annlication of
labor”, Proceedings of the National Academy of Sciences, Vol. 116 No. 14, pp. 6531-6539. bp

artificial
Mokyr, J., Vickers, C. and Ziebarthm, N.L. (2015), “The history of technological anxiety and the future intelligence
of economic growth: is this time different?”, Journal of Economic Perspectives, Vol. 29 No. 3, &
pp. 31-50.
Nagaraj, R. (2020), “Understanding India’s economic slowdown”, The India Forum, available at:
https://www.theindiaforum.in/article/understanding-india-s-economic-slowdown. 165

Nair Sthanu, R. (2020), “Examining the slowdown”, The Hindu, available at: https://www.thehindu.
com/opinion/op-ed/examining-the-slowdown/article30677218.ece.

Nakashima, H. (1999), “Al as complex information processing”, Minds and Machines, Vol. 9, pp. 57-80,
doi: 10.1023/A:1008322730047.

Nath, V. (2001), “Employment and governance through ICTs: women”s perspectives”, The
International Journal of Information and Library Review, Vol. 33, p. 317339.

National Domestic Workers Alliance (2020), “Corona virus economic impact on domestic workers”,
available at: https://domesticworkers.org/sites/default/files/Coronavirus_Report_4_8_20.pdf
(accessed 22 December 2020).

Nedelkoska, L. and Quintini, G. (2018), “Automation, skills use and training”, OECD Social,
Employment and Migration Working Papers, No. 202, OECD, Paris, available at: https://read.
oecd-ilibrary.org/employment/automationskills-use-and-training_2e2f4eea-en#tpagel.

Netessine, S. and Valery, Y. (2012), “The darwinian workplace”, Harvard Business Review, Vol. 90
No. 5, pp. 25-28.

Newell and Simon (1976), “Computer science as empirical enquiry: symbols and search”,
Communications of the ACM, Vol. 19 No. 3, pp. 113-126.

Nilsson (1998), Artificial Intelligence: A New Synthesis, Morgan Kaufmann Publishers, US.

Nun, ]. (2019), “The emerging impact of Al on HR”, V (1), available at: https://www.forbes.com/sites/
forbestechco uncil/2019/02/06/the-emerging-impact-of-aion-hr/#6d23a2ca5496 (accessed 20
March 2019).

OECD (2019), “OECD, Recommendation of the council on artificial intelligence”.

Oxfam International (2021), “India: extreme inequality in numbers”. available at: https://www.oxfam.
org/en/india-extreme-inequality-numbers#:~:text="The % 20top %2010 % 25 % 200f % 20the,1 %
25%20increase % 20in % 20their % 20wealth.&text=There % 20are % 20119 % 20billionaires % 20in
%?20India.

“Pandemic makes the super-rich richer, global wealth of billionaires soars at a record pace” (2021),
“The economic times”. available at: https://economictimes.indiatimes.com/magazines/panache/
pandemic-makes-the-super-rich-richer-global-wealth-of-billionaires-soars-at-a-record-pace/
articleshow/88144896.cms?utm_source=contentofinterest&utm_medium=text&utm_
campaign=cppst.

Paruchuru, M., Mavuri, S. and Jyothsna, M. (2020), “Challenges for economic growth in India — a
critique”, Journal of Critical Reviews, Vol. 7 No. 7, pp. 169-217.

Pickup, O. (2018), “From big data to big artificial intelligence?”, Springer Journal, Vol. 32 No. 1, pp. 1-3.

Poole and Goebel (1998), “Computational Intelligence: A Logical Approach”.

Recht, M. and Bryan, N. (2017), “Artificial intelligence: threat or boon to radiologists?”, Journal of the
American College of Radiology, Vol. 14 No. 11, pp. 1476-1480.

Russel and Norvig, “Artificial intelligence. a modern approach”.

Samoili, S., Lépez Cobo, M., Gémez, E., De Prato, G., Martinez-Plumed, F. and Delipetrev, B. (2020), Al
Waltch. Defining Artificial Intelligence. Towards an Operational Definition and Taxonomy of
Artificial Intelligence, EUR 30117 EN, Publications Office of the European Union, Luxembourg,
978-92-76-17045-7, doi: 10.2760/382730JRC118163.



19,2

166

Servon, L. (2002), Bridging the Digital Divide: Technology, Community and Public Policy, Blackwell,

Oxford.
Singh, N. (2007), “Bridging the digital divide in India: challenges and opportunities”, World Libraries,
Vol. 17 No. 1.

Szczepansk, M. (2019), “Economic impacts of Artificial Intelligence (Al) european parliamentary
research service”.

Tsinghua University (2018), Clina Institute for Science and Technology Policy at Tsinghua University,
Al Development Report, China.

US NDAA (2019), “US National Defense 2018, authorization act for fiscal year 2019”.

Vernon, D. (2009), Human Potential: Exploring Techniques Used to Enhance Human Performance,
Routledge, UK, p. 1.
Wall, T.D. and Wood, SJ. (2005), “The romance of human resource management and business

performance and the case for big science”, Journal of Human Relations, Vol. 58 No. 4,
pp. 429-462.

Wang (1995), On the Working Definition of Intelligence, Center for Research on Concepts and
Cognition, USA.

Webb, M., “The impact of artificial intelligence on the labor market” (2019). doi: 10.2139/ssrn.3482150.

Further reading

McCarthy, J. and Hayes, P.J. (1969), “Some philosophical problems from the standpoint of artificial
intelligence”, in Meltzer, B. and Michie, D. (Eds), Machine Intelligence, Edinburgh University
Press, Edinburgh, Vol. 4, pp. 463-502.

McCarthy, J., Minsky, M.L., Rochester, N. and Shannon, C.E. (2006), “A proposal for the dartmouth
summer research project on artificial intelligence, August 31, 1955”, AI Magazine, Vol. 27 No. 4,
p. 12, doi: 10.1609/aimag.v27i4.1904.

Corresponding author
Arunava Narayan Mukherjee can be contacted at: arumuk@gmail.com

For instructions on how to order reprints of this article, please visit our website:
www.emeraldgrouppublishing.com/licensing/reprints.htm
Or contact us for further details: permissions@emeraldinsight.com



Quarto trim size: 174mm x 240mm

The current issue and full text archive of this journal is available on Emerald Insight at:
https://www.emerald.com/insight/2279-0187.htm

I trust friends before I trust The mediation
companies: The mediation of WOM  brand love
and brand love on psychological
contract fulfilment and 167
repurchase intention U —

Revised 10 June 2022

. . 14 A t 2022
Ismail Juma Ismail Accepted 4 October 2022

Department of Business Administration and Management,
The University of Dodoma, Dodoma City, United Republic of Tanzania

Abstract

Purpose — Consumer psychology research has established the importance of customer satisfaction as a
determinant of customer repurchasing intention. Nonetheless, even satisfied customers switch brands.
Also, even dissatisfied customers have repurchasing intentions. This means that customer repurchasing
behaviour is extremely difficult to predict, necessitating additional research to identify additional
factors that can help organizations better understand the methods to predict customer repurchasing
intention. To fill this knowledge gap, this study examined the mediating effects of brand love (BL) and
positive word of mouth (PWOM) on psychological contract fulfilment (PCF) and customer repurchasing
intentions.

Design/methodology/approach — This is a cross-sectional study. The study used structural equation
modelling (SEM) to analyse relationships from a sample size of 400 beauty salon customers. Also, a process
macro mediation test was used to analyse the mediating effects of BL and PWOM on the relationship between
PCF and customer repurchase intentions.

Findings — The findings indicate that transactional and relational psychological contracts have a positive and
significant relationship with BL and PWOM. As well, BL and PWOM positively and significantly influence
customer repurchase intentions. Finally, the findings indicate that BL and PWOM mediate the relationship
between psychological contract fulfilment and customer repurchase intentions.

Research limitations/implications — This survey sampled beauty salons solely. Given that each type of
organization may have a unique way of fulfilling psychological contracts, future studies may include
more categories such as restaurants and craftsmanship to broaden the sample. Additionally, this study
utilized female beauty salons. Therefore, future research could include salons that cater to women and
men to boost the sample’s generalizability. Finally, this study concluded that BL and positive
recommendations are the most effective variables for resolving consumer satisfaction challenges.
However, additional factors can probably amplify this fact by focusing on additional elements to broaden
the arguments.

Originality/value — Past studies have extensively covered customer repurchasing intention in relation to
customer satisfaction. However, it was noted that even some satisfied customers could switch to other brands,
and those who were dissatisfied could repurchase the brand. Given that little is known about how other factors
than customer satisfaction can affect repurchasing intentions, this study examines the mediating effects of BL
and PWOM on PCF and customer repurchase intentions.
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Introduction

Customer repurchase intention is designed to encompass or explain an individual’s personal
preference for purchasing a particular product again. Repurchase intent is a highly effective
strategy for raising profit margins and assuring a company’s long-term success
(Wangwiboolkij, 2011). Customers’ repeat purchase is a sign of customer loyalty (Chiu
et al, 2009). As a result of the severe rivalry that exists today, businesses must compete to
acquire new consumers and retain existing ones to survive and thrive (Ismail, 2022a, b).
Business owners are now considering customer switching behaviour as a complex
phenomenon. Hence, dealing with this behaviour requires them to determine what makes
them reconsider repurchasing the foregone products. Switching hurdles and inducements
can exist in customers’ perceptions simultaneously, and the absence of one may result in a
biased estimation of customer behaviour, leading to erroneous conclusions and ineffective
management actions (Chuah ef al,, 2017).

On the other hand, owners of businesses and researchers believe that increased customer
satisfaction has a favourable impact on the number of customers that the company retains.
However, the scholarly concern is that customer satisfaction reflects short-term emotions
associated with fulfilling consumers’ needs. This means that having only satisfied customers
might not be enough to maintain achievement in the competitive industry of today despite the
fact that customer satisfaction serves as the foundation for other customer behaviours like
repeat purchases (Carroll and Ahuvia, 2006; Hsu and Chen, 2018).

In addition, Kumar et al (2013) demonstrate that placing an exclusive emphasis on the
contentment of customers is insufficient to guarantee the maintenance of customer-
organization relationships that are profitable over the long term. In this situation, customer
satisfaction is viewed as a short-term emotion associated with fulfilling customers’
requirements and hence may fall short of adequately explaining how to achieve long-term
effects, such as client retention (Ghazali et al, 2016). This is stressed by evidence from the
very recent literature about consumer psychology that some of the customers have switched
to other products or have shown an intention to switch regardless of being highly satisfied
customers (EvanschitzKky et al, 2022). At this point, organizations must come up with several
strategies that go beyond customer satisfaction. Among the hailed initiative that has been
considered, the supreme step toward future customer behaviour is brand love (BL).
A satisfied customer’s level of passionate, emotional attachment to a particular product is
defined as BL. Although BL and customer satisfaction look similar, these concepts have
different constructs (Carroll and Ahuvia, 2006).

BL is distinct from customer satisfaction in the fact that, whereas customer satisfaction is
typically conceived as a cognitive judgement requiring thoughts, BL is considerably more
emotive in nature. This indicates that if a customer has cognitive responses to a product, they
can alter them at any time and have a desire to switch to another product if they are dissatisfied
with the product at the time. BL is more concerned with the emotional connection between the
buyer and the product. These emotional attachments are tough to shake off due to the marketing
pressure exerted by competitors. Second, although customer satisfaction is often considered the
consequence of an exchange between the customer and the company, BL is frequently the
product of a consumer’s long-term engagement with the brand (Carroll and Ahuvia, 2006).
Besides, customer satisfaction is typically related to the expectancy disconfirmation paradigm,
whereas BL is defined by the consumer’s knowledge of the brand’s expectations.

Finally, BL entails a readiness to declare affection (Carroll and Ahuvia, 2006). Therefore,
creating BL could be the next important step for increasing customer repurchasing
intentions. Similarly, since even satisfied customers can switch, creating recovery strategies
can be a step forward for creating customer repurchase intentions (Tarofder et al, 2016).
Further, if a customer is displeased with a service or product, they may be equally dissatisfied
with an unsuccessful recovery, or vice versa, depending on the circumstances (Ismail, 2022c).



The company’s efforts to recover from the failure take on a variety of forms, but they allhave 'The mediation
the same goal in mind: to ensure that recovery methods affect BL, which in turn raises the of WOM and
likelihood of customers intending to repurchase the company’s products. This eventually brand love
yields BL and positive word-of-mouth (PWOM) (Kau and Loh, 2006; Tarofder et al., 2016).

According to Tarofder et al (2016) and Zhu et al (2004), organizations with a failed
recovery strategy may experience increased negative word of mouth (NWOM), and a
customer who has faced a bad experience from NWOM may tell 10-20 individuals, resulting 169
in a loss of approximately 30% in sales. Apart from a noted connection between BL and the
intention to repurchase, PWON has a true connection with repurchasing behaviour among
customers. Customers typically view PWOM as a way to mitigate a variety of risks
associated with repurchasing decisions, including social, psychological and financial risks.
Consequently, customers seeking recommendations believe that positive recommendations
aid in purchase decisions and refrain from purchasing if they receive negative
recommendations (Amani, 2022a; Ismail, 2022d).

Indeed, evidence indicates that negative information influences consumer ratings more
than positive information (Sweeney et al,, 2005). Thus, negative information has a bigger
impact on beliefs and must be neutralized through appropriate techniques such as recovery
strategies to sway the minds of dissatisfied customers and those who intend to switch to other
products. So far, it is clear that BL and PWOM are important factors for achieving customer
intention to repurchase. But one of the lingering questions is how these two concepts can be
achieved to influence customer repurchase intention. Since most of the strategies, either
straightforward or recovery, aim to maintain or change the customers’ minds, these
strategies act as a promise to the customers. Hence, they act as psychological contracts
between customers and organizations. Purchasing psychological contract ideas originated in
human resources management; thus, psychological contracts in organizations can consist of
customers’ beliefs about the marketing strategies defined in terms of the agreement between
customers and organizations.

Psychological contracts are made up of the responsibilities that customers think
businesses owe them and the responsibilities that customers think they owe businesses in
return. This is backed by the fact that customers’ intention to repurchase is contingent upon
the value acquired from prior transactions, defining the promised future transactions. They
typically base future purchase intentions on the value gained from earlier contacts, with
relationship benefits serving as a surrogate for future advantage expectations. Repurchase
intention is typically determined by surveys of current consumers, which examine their
proclivity to buy the same brand, product/service and from the same company (Fungai, 2017).

In this way, there are two outcomes of a psychological contract: breaching the promises
and fulfilling the promises. The psychological contracts are said to be breached if the
customers perceive that organizations have failed to fulfil one or more of the psychological
contract obligations, meaning that customers perceive that they have been treated wrongly
concerning the terms of agreements with organizations (Pavlou and Gefen, 2005).
Furthermore, previous research revealed that customers could be punished with vengeful
intentions after experiencing service failure or unfair treatment (Funches et al., 2009; Grégoire
and Fisher, 2006). Although each consumer’s perception of service failures differs, they may
perceive differently and express feelings of dissatisfaction through complaining to service
providers or even showing response behaviours such as informing friends and relatives
about their experience of service failures (Hai-Ming et al., 2020). Therefore, this highlights the
need for designing and providing proper recovery strategies that can act as promises to the
customers (Tarofder et al., 2016).

On the other hand, the psychological contract fulfilment (PCF) will mean that the promises
have been met. This means there is a link between psychological contract breach and
customer dissatisfaction and between PCF and customer satisfaction. Thus, as long as
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customers perceive that organization have adequately met their obligations, such as
providing promised prices, quality products, proper services, etc., they will more likely feel
inclined to take actions in favour of the organization by spreading PWOM to other customers,
hence increasing the possibilities of repurchasing for those customers who switched to other
products. Most importantly, it is vital to consider the influence of psychological contracts on
BL creation and PWOM because some negative incidents between customers and
organizations may influence the customers’ overall perception of the products, which in
turn affects BL and makes NWOM spread so quickly.

To emphasize customers’ repurchase intention, it is imperative to build a more
comprehensive understanding of customer—organization relationships by examining how
PCF results in BL, PWOM and customer repurchasing intention. Aside from that, given its
role in compelling organizations to provide promised services and strengthening customer-
organization relationships, one would expect psychological contracts to receive special
attention from marketing scholars and practitioners. However, very little is known about how
this concept can be used in customer psychology studies. In addition, the challenges relating
to customer satisfaction, particularly concerning customer intention to repurchase, as
presented earlier, have not been well cultivated in the literature.

Since most of the available studies are based on the repurchasing intention as a result of
customer satisfaction, which has been found not to be more effective in the current modern
business environments, this study has several rationales to add to the body of literature. First, it
looks at how PCF can result in PWOM and BL among customers, which have been documented to
be a higher level of customer psychological state of mind than customer satisfaction. Second,
introducing PWOM and BL as critical mediators of the relationship between PCF and customer
repurchasing intention provides a unique and new theoretical and empirical understanding of how
business organizations can reduce customer switching intentions through increasing customer
repurchasing intentions. This is important because, in most cases, the perceptions of the customer
on the fulfilment of the psychological contracts by the business organization increase the chances
of developing BL toward the product (ie. I love this brand) as well as increasing positive
recommendations due to the trust they have from their close friends (i.e. I trust friends before I trust
companies). Given to the presented gap in the literature, the researcher is motivated by the fact that
some customers’ repurchasing intentions can be attributed to a combination of several factors,
among which PCF, BL and PWOM can provide new insight in the literature than considering only
customer satisfaction. The general research question is as follows: what are the effects PCF has on
customer repurchasing intention when mediated by BL and PWOM?

Theoretical review

The social exchange theory governs the course of this study. This theory is characterized by
voluntary actions among individuals driven by the returns they expect from others, which in
most cases bring such returns to others. The theory emphasizes the importance of social and
economic exchanges based on the obligations involved in the exchanges. Throughout the
exchange process, the theory strongly emphasizes the general expectation of some future
benefit (Blau, 1964). In marketing, the interactions between customers and organizations
involve material transactions, which are typically accompanied by monetary episodes in
ongoing social relationships. Products, resources, transactions and profits are all subject to
the laws of supply and demand, which are explained in the exchange (Emerson, 1976).
A study by Lambe ef al (2001) highlights that exchange interaction involves social and
economic outcomes that determine the exchange relationship’s dependence. If partners have
good social and economic outcomes over time, it can make them more committed and keep the
exchange relationship going. According to Amani (2022h), the exchange approach views
social interactions as a series of social or economic exchanges. Therefore, social exchanges



are “voluntary activities” that may be triggered by a company’s treatment of its consumers, The mediation
with the expectation that the consumers will be required to repay the marketing company’s of WOM and
good deeds. In this case, customers will increase their BL and PWOM among prospective brand love
customers. For the most part, the exchange perspective views the customer—organization
relationship as a series of social or economic exchanges between the two parties involved in
the process of marketing. When customers and marketing companies enter into economic
exchange relationships, both parties will be committed to exchanging economic benefits. 171
Therefore, the study proposes that customers attach themselves in exchange for specific
marketing strategies, such as price reductions and other promotional rewards that the
organizations offer. Based on this point of view, customers’ impressions of a beneficial
transaction are likely to increase commitment on the part of organizations in terms of
delivering the products promised. However, this is possible if organizations fulfil the
promises “signed” in the psychological contracts. In that case, customers will feel that they
have been attended to, which will increase BL and PWOM, hence increasing customer
repurchasing intention.

Literature review and hypothesis development

Psychological contracts fulfilment and brand love

Typically, when promises are kept, individuals are satisfied and develop feelings of affection.
Literature suggests that addressing customer needs and actively engaging with their emotions
generates brand loyalty. Consequently, it is generally acknowledged that there is a positive
relationship between PCF and BL among customers. According to Liu et al (2020a, b),
psychological contracts encapsulate customers’ organized knowledge of the resource exchange
patterns between customers and organizations in a relationship. Customers establish
expectations about a brand during the relationship-building process. Customer satisfaction
indicates that psychological contracts have been met (expectations are fulfilled), and
subsequently, they will develop a greater sense of brand trust and gratitude for the
organization, resulting in a rise in emotional attachments for the brand.

As noted by Hai-Ming ef al. (2020), the psychological contract is made up of transactional
and relational psychological contracts. Hence, in transactional psychological contract (TPC)
fulfilment, it is expected that organizations understand how economic exchange makes
customers increase their BL. The tangible inducements based on self-interest, such as price
cuts and other promotional activities, might increase BL among customers. In most cases,
TPCs are easily observed and monitored and thus require only a minimal amount of
contracting party involvement.

Furthermore, relational psychological contracts (RPCs) are typically dynamic,
subjective, relationship-oriented and based on mutual trust to be successful. In most
cases, customers wish the organization to be stable and create a reliable marketing
environment. In this approach, the fulfilment of a relational psychological contract leads to
consumer satisfaction, trust and commitment by establishing a shared psychological
contract (Yekaterina, 2015). A customer’s affection for a brand might grow even more
when they have a psychological contract fulfilled with the service provider with whom
they do business. Again, if customers feel that organizations have fulfilled their
obligations, they will feel satisfied and reduce complaints against organizations.
Therefore, they will increase commitment and trust, thus increasing the possibility of
creating BL. Based on the analysed importance of psychological contracts, the study
hypothesized that

HI. TPCs significantly influence BL.
H2. RPCs significantly influence BL.
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Psychological contracts fulfilment and positive word of mouth
The foundation of marketing success is a mutually beneficial relationship between
businesses and customers. Psychological contracts, which are typically based on social
contracts, are based on unwritten, informal agreements founded on trust, good faith and
goodwill. Because psychological contracts are based on trust, once they are broken, the
person who did it cannot be sued. As a result, customers always retaliate by spreading
NWOM by saying bad things about brands in front of potential customers and switching to
competitors’ brands (Lin ef al, 2015). On the other hand, PWOM is based on good
recommendations about an organization due to psychological contracts being fulfilled. This
indicates that it is the act of informing other customers about a customer’s positive experience
with a certain marketing company, their services or products (Mehmood et al, 2018).
Generally, the limited available empirical evidence shows a positive relationship between
PCF and the PWOM. For example, a study by Yekaterina (2015) indicates that when
customers perceive that the service provider has kept a promise by providing them with great
service and preferential treatment after they pay for the offered services, they invariably
promote PWOM. This is mostly due to fulfilling the relational psychological contract, under
which satisfied customers begin referring new customers or spreading PWOM. The
connection between the customers and the providers of services will then develop into one of
long-term trust and future promises. This is supported by Theotokis ef al. (2012), who also
noted a correlation between parties’ feelings in reciprocal interaction, such as organizations
and customers, and behavioural responses, such as PWOM. This demonstrates that if
psychological contracts are not positively fulfilled, negative behavioural responses, including
the intention to switch, will result from psychological contract violations (Lin ef al, 2015).
Apart from that, good social relationships among customers and organizations, which is a
crucial component of psychological contracts, may result in emotional intelligence that can
further influence word of mouth (WOM) complaints, and purchase intention (Boxer and
Rekett, 2011). Therefore, organizations should monitor consumers’ WOM because both
relational and transactional contract violations directly impact customer recommendations.
Furthermore, consumers’ willingness to promote products and services may not decline if
organizations can handle contract violations as quickly as possible. In other words, to
preserve a durable consumer—brand relationship, organizations should pay attention to the
early stages of a contract breach, provide convenient interaction channels and monitor
customers’ WOM activity (Liu ef al, 2020a, b).

H3. TPCs significantly influence PWOM.
H4. RPCs significantly influence PWOM.

Brand love and customer rvepurchasing intentions

Repurchase intent has traditionally been used as a lone indicator of customer satisfaction and
product performance. Customer repurchasing intent refers to the propensity of customers to
purchase products from the same companies. Customers prefer to repurchase products from
the same companies for a variety of reasons. Customers believe that the organization has
mmproved its standards for a variety of reasons, including their prior purchase experience
with the products and its recovery strategies. Customers form strong repurchase intentions if
they perceive value and are pleased with their previous purchases from the same
organizations (Ali and Bhasin, 2019). However, regardless of the reasons one could mention,
BL is said to be the most important attribute of repurchasing intention. BL presents the
emotion that customers hold in respect to brands. The bond between the customer and the
product makes customers intend to repurchase the product Rubin (1973) describes love as a
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behave in certain ways toward that person.. o , . of WOM and

Regarding this concept, BL can be defined as a satisfied customer’s deep emotional brand love
attachment to a particular brand name (Carroll and Ahuvia, 2006). Empirical studies have
shown a positive association between BL constructs and various marketing variables (Carroll
and Ahuvia, 2006). A study by Huber et /. (2015) has shown that BL gives strong rational
connections in emotionally driven constructs and rational attributes, such as the partner’s 173
physiology, age and other demographic characteristics. All these constructs are related to the
intention to repurchase products. This is supported by Garg et al (2015), who noted that
different cognitive elaborations of quality information and brand engagement of BL are more
relevant for repurchase intention among customers. Therefore, it can be hypothesized that

Hb. BL significantly influences repurchase intention.

PWOM and customer repurchasing intentions

Occasionally, communications sent by businesses through advertisements cannot always be
trusted. In English, there is a proverb that “good things sell themselves; bad things
advertise.” Thus, while this is not always the case, there is a belief that some businesses
advertise because their products lack the necessary traits to sell themselves. Based on this,
most customers will rely on messages from relatives and friends whom they trust more than
messages from business organizations (I trust people I know before I trust companies). When
a consumer’s interest in a product or service is reflected in their everyday contacts, this is
referred to as “WOM.” In essence, it is free advertising generated by consumer experiences
and by something that surpasses their expectations more often than not. It is the interchange
of marketing information in which customers play a significant part in influencing specific
actions by altering their views or attitudes toward the services or products (Amani, 2022a).

This study establishes the theoretical position that if positive WOM is spread from one
consumer to another, there is a possibility that positive WOM signals will generate positive
responses for repurchasing among customers. The premise is that most customers believe
and trust the comments of their friends more than those of businesses. In general, WOM has a
substantial impact on customer behaviour and attitudes and the formation of loyalty. WOM
behaviour is believed to originate in this fashion due to satisfaction or dissatisfaction with
consumption. The majority of previous research has identified the positive effect of WOM as
the most influential element affecting corporate performance (Amani, 2022a; Curtis ef al.,
2011; Dinh and Mai, 2016; Duan et al., 2008; Moslehpour ef al., 2018), suggesting that WOM
can help to facilitate repurchase intent among customers. According to Kitapci ef al. (2014), if
a customer recommends a service or product to others, this is considered PWOM. However, if
a customer complains to others about a service or product, this is considered an NWOM.
Thus, PWOM recommendations from a satisfied customer result in repurchasing behaviour.
Additionally, customers who believe that the services meet or surpass their expectations due
to WOM will disseminate the pleasant experience and impression and suggest the services to
other prospective customers. These favourable experiences and impressions benefit other
potential consumers and customers’ future repurchase intentions (Leonnard et al,, 2017; Liu
and Lee, 2016; Serra Cantallops and Salvi, 2014).

According to statistics, WOM communication is nine times more effective than print and
media communication at rapidly disseminating information (Chang et al,, 2013). This means
that the more PWOM spreads, the more social commerce platforms can share their
experiences, opinions and information with potential customers (Meilatinova, 2021). Also,
Kageyama and Barreda (2018) suggest that PWOM can encourage customers to become loyal
and behave favourably toward the brand through repeated purchases, brand revisits and
higher prices. In summary, the facts presented above bolster the assumption that customers
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who distribute favourable remarks and evaluations about a brand are more likely to repeat
purchases. Based on this, it is possible to hypothesize that

H6. PWOM significantly influences repurchase intention.

The mediation effect of BL and PWOM on customer repurchasing intentions

The revised literature has suggested that there is a link between PCF and customer
psychological outcomes, such as BL and PWOM. Also, BL and PWOM influence repurchase
intention. Generally, the fundamental reason for proposing that BL and PWOM influence the
association between PCF and customer intention to repurchase is that previous literature
suggests that BL emphasizes emotions among customers and brands. BL results from a high-
intensity engagement between organizations and customers (Fournier and Alvarez, 2012). It
reflects a customer’s level of emotional attachment to a certain brand. Thus, if promises are
kept, there is a probability that BL will develop among customers, resulting in repurchasing
habits. This is because customers generate various pleasant emotions associated with the
brand during the BL creation process. These emotions are critical in determining repurchase
intentions.

Similarly, PWOM communications are critical in mediating the relationship between PCF
and repurchasing intention. It follows that when an organization fulfils psychological
contracts, customers tend to share information with other consumers that highlights a
product’s or service’s merits and encourages other consumers to adopt the product or service.
This will increase the customer’s intent to purchase other products. Customer delight must
typically be expressed in good messages and reviews before positively influencing customers
to repeat their purchasing patterns (Kageyama and Barreda, 2018). The primary issue is that
not all satisfied consumers express a strong desire to repurchase from the business. As a
result, both BL and PWOM are likely to play a critical role in mediating the interaction
between psychological contracts and the customer’s intention to repurchase. Therefore, it is
reasonable to hypothesize that

H7 BL significantly mediates the relationship between psychological contracts
fulfilment and repurchase intention.

H8 PWOM significantly mediates the relationship between psychological contracts
fulfilment and repurchase intention.

Theoretical model

This theoretical model is meant to explain the relationships underlying this study. The main
idea is that fulfilling psychological contracts, such as transactional contracts and relational
contracts, is a necessary step for BL and good word-of-mouth. Moreover, BL and PWOM are
regarded as significant predictors of customer repurchase intent. Because of this, BL and
PWOM may play a key role in connecting PCF and customer plans to buy again (see Figure 1).

Methodology

Study area, design, sample size and sampling procedures

This study used a cross-sectional survey research approach. The Dodoma region of Tanzania
was a suitable area for this study. This is because Dodoma is the capital city, having just been
relocated from Dar-es-Salaam. Although the problem of customer repurchases intentions cuts
across all businesses, the study was interested in looking at beauty salons. This is because,
since the relocation of the capital city to Dodoma, the number of women’s beauty salons has
increased as has the number of customers. The growing demand for women’s beauty salon
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services has created an opportunity for beauty assistants and other new business personnel
to open their own beauty salons. At the moment, there is a mushrooming interest in mastering
beauty salon management abilities. As a result, data collection for the study was easy to
manage. Further, women’s beauty salons were chosen for this study because they are rapidly
growing businesses in a highly competitive market. Each beauty salon strives to maintain a
satisfied customer base and hopes to return multiple times through repurchase intentions.

Due to the diverse nature of customers of beauty salons, the specific population is
unknown. Therefore, 500 customers of beauty solon were initially invited to complete a
structured questionnaire. However, only 400 questionnaires were returned, resulting in an
80% response rate. In addition, the study employed a convenience sampling in which face-to-
face contact with customers of beauty salons was used first, followed by the drop-off and
pick-up (DOPU) technique. The DOPU technique was appropriate because the beauty salons
were used as the DOPU centres. A study by Steele et al. (2001) found that the DOPU technique
has the potential to increase survey response and can improve researchers’ ability to
determine eligibility compared to mail-based data collection techniques. This method also
assisted in reducing potential non-response bias (Allred and Ross-Davis, 2011). Finally, the
researcher carried out a formal test for early and late responses despite the fact that the high
response rate gives the impression that the researcher is confident that non-response is not an
issue (Armstrong and Overton, 1977). As suggested by Weiss and Heide (1993), non-response
bias can be examined by comparing early and late responses. Thus, the early responses were
defined as the initial 75% of the first returned questionnaires, and the late responses were
defined as the final 25% of the late returned questionnaires. The comparison between early
and late responses was conducted using a #-test that included all variables. The results
showed that there were no significant differences between early and late responses (p > 0.05).
Therefore, in this study, non-response bias was not an issue.

The mediation
of WOM and
brand love
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Figure 1.
Conceptual model
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Table 1.
Demographic
characteristics of
customers

Measurement items and data analysis

The items used in this study were adopted from a careful review of the extant literature to
identify relevant items to fit with the context of a beauty salon. A slight modification of items
was done to fit the beauty salon, methodologies and Tanzania’s context during the process.
The survey was divided into four sections: the first section was based on the items related to
psychological contract fulfilment; of which, this construct was further divided into two parts,
i.e. TPC and RPC. Three items (tpc1-tpc3) for TPCs were adopted and modified from Liu et al.
(2020a, b), whereas three items (rpcl-rpc3) defining RPCs were adopted and modified from
Liu et al. (2020a, b). The second section involved BL. Seven items (bl1-bl7) were adopted and
modified from Albert ef al. (2008) and Junaid et al, (2019). The third section consisted of
PWOM,; of which, the five items (pwom1-pwomb5) were adopted and modified from (Laroche
et al., 2005; Talwar et al., 2021).

Finally, five items (cpil—cpib) of customer purchasing intention (CPI) were adopted
and modified (Leonnard ef al., 2017). A complete list of items is presented in Table 1. The
items were measured using a five-point Likert scale, ranging between 1 = “strongly
disagree” and 5 = “strongly disagree”. The data analysis was done using structural
equation modelling (SEM). Confirmatory factor analysis (CFA) was used to confirm a
measurement model, and path analysis was used to test for causal relationships between
independent and dependent variables. A process macro test was conducted to test the
mediation effects.

Commeon method bias

The study also included statistical controls to assess the prevalence of common method bias.
Harman'’s single factor test is a frequently used technique (Podsakoff et al., 2003). According
to Harman'’s single factor score, which demands that all items be loaded into a single common
factor with a total variance of less than 50%, the findings suggest that all single factors were
less than 50% (41.56%). This validates that the data are free of the most frequent types of
common method bias. To follow the recommendation by Podsakoff et al (2003) that the
common bias problem can also be managed during data collection, the study did not inform
sampled customers of the study’s aim but assured them that their responses would remain
anonymous and confidential.

Items Frequency Percentage (%)
Age groups

18-38 132 33
39-59 246 61.5
60+ 22 55
Total 400 100
Level of education

Secondary level 58 14.5
College level 342 855
Total 400 100
Nature of the job

Self-employment 101 25.3
Employed in private firms 243 60.8
Government employment 56 139
Total 400 100




Results ‘ o The mediation
Social-economic characteristics of respondents of WOM and

Most of the customers of beauty salons have an average age of 39-59, 246 (61.5%). This is

followed by 18-38, 132 (33%). This indicates that sampled customers have enough brand love
experience to respond to the questions related to psychological contract fulfilment, BL,
PWOM and intention to repurchase. This is also supported by the level of education; of which,
the majority have a college level of education with 342 (85.5%). This level of education 177

justifies that sampled customers have enough education to provide reasonable answers to the
items in the structured questionnaire. Finally, most respondents are employed in private
firms, with 243 (60.8%) (Table 1).

Measurement model assessment

Before performing a path analysis to test structural relationships, a CFA was conducted.
The results indicate that all factor loadings ranged between 0.681 and 0.921 (factor loaded
>(.6); hence, it can be concluded that all items were acceptable for path analysis. Apart from
that, the reliability test of all items was tested using coefficients of Cronbach alpha and
construct reliability. The results also suggested that all constructs had values > 0.7.
The recommended value should be > 0.70 (Nunnally and Bernstein, 1994). Additionally, Root
Mean Square Error of Approximation (RMSEA) was found to be 0.054 (0.05 < RMSEA <0.08),
the measurement model fit was ¥*/df = 1.298 (1 < x%/df < 3), AGFI = 0.957 (Close to 1),
CFI = 0.961 (Close to 1), IFT = 0.954 (Close to 1) and TLI = 0.949 (Close to 1). These values
indicate that measurement fitness is very good (Hair ef al, 2006).

Apart from that, the AVE obtained ranged between 0.607 and 0.704, greater than 0.50
(Table 2). This means convergent validity of all items was achieved (Fornell and Larcker, 1981).
Also, Maximum Shared Variance (MSV) was found to be less than AVE, and the squared
correlation values among constructs were less than AVE, indicating that the measurement
model met the criterion for discriminant validity (Fornell and Larcker, 1981). Based on these
results, it can be concluded that all latent items involved in the analysis of beauty solon had
convergent and discriminant validity (Table 3). Apart from that, Table 3 reveals that the mean
scores of the items included in the confirmatory factor analysis range from 0.356 to 0.452. This
suggests that nearly all of the items are essential for explaining the particular constructs. In
addition, the findings indicate that the standard deviation (SD) ranges between 0.043 and 0.121.

Hypothesis testing
As depicted by Table 4, the path coefficients for the direct relationships indicate that there are
positive and significant relationships in all relationships involved in the path analysis.
Specifically, TPCs and BL have (f = 0.317, ¢ > 1.96, p = 0.013) and RPCs (RPC) and BL has
(f = 0199, ¢t > 1.96, p < 0.001), thus supporting H1 and H2. The coefficient of multiple
determinations (R?) for BL is 0.51. This means, TPCs and RPCs explain the proportion of
variance in BL as a dependent variable by 51%. This also indicates that the proportion that
remains (1 — R?) = 49% is the variance that is not predicted by TPC and RPC dimensions.
The remaining 49% could be explained by perceived personalization, consumer brand
engagement, consumer brand connection and brand self-expressiveness (Tran ef al, 2021).
Also, TPCs and PWOM have (ff = 0.294, t > 1.96, p = 0.003) and RPC and PWOM have
(B = 0425, t > 1.96, p < 0.001), therefore supporting H3 and H4. The coefficient of multiple
determinations (R% for PWOM is 0.6. This means, TPC and RPC explain the proportion of
variance in PWOM as a dependent variable by 60%. It further shows that the remaining 40%
is the variance that could explain variability of PWOM if other variables were included in the
model. This 40% could be explained by other variables such as trust and satisfaction
(Meilatinova, 2021).
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Table 2.
Measurement items,
model validity and
reliability

Cronbach Construct
Constructs/Items Loadings AVE MSV alpha reliability
Transactional psychological contracts (TPC) 0594  0.260 0.729 0.813
o Competitive prices of my current beauty salon 0.683
compared to other companies (tpcl)
o The price of my current beauty salon is tied to the 0.847
level of service performance (tpc2)
o Prices of my current beauty salon decreased to 0.773
maintain my needs (tpc3)
Relational psychological contracts (RPC) 0610 0102 0.713 0.824
o The extent to which my current beauty salon 0.837
treats me is fair and impartial (rpcl)
o The extent to which am respected by my current 0.761
beauty salon (rpc2)
o The amount of all kinds of support I received 0.742
from my current beauty salon (rpc3)
Brand love (BL) 0.704 0176 0.816 0.943
o Ifeel personally satisfied to buy the service from 0.809
my current beauty salon (bl1)
o Tam very attached to services from my current 0.826
beauty salon (bl2)
o [ take pleasure in buying and using the services 0.726
and products of my current beauty salon (b13)
o There is nothing more important to me than my 0.909
relationship with my current beauty salon (bl4)
o Tam always happy to use products and services 0.856
from my current beauty salon (bl5)
o This brand makes me feel good, totally awesome 0.877
and purely delighted (bl6)
o Ilove this brand so much and am very attached 0.856
to this brand (bl7)
Positive word of mouth (PWOM) 0607 0152 0.819 0.884
o I will say positive things about this beauty salon 0.921
to other people (pwom]1)
o I will recommend this beauty salon to someone 0.821
who seeks my advice (pwom2)
o Iwill encourage friends and relatives to visit this 0.694
beauty salon restaurant (pwoma3)
o My current beauty salon provides me with 0.718
information relevant to my need (pwom4)
e My current beauty salon provides me with 0.718
sufficient information (pwom5)
Customer purchasing intention (CPI) 0.657  0.260 0.863 0.905
o T will keep using services from this beauty salon 0.881
over others (cpil)
o Talways prioritize services from this beauty 0.817
salon for future use (cpi2)
o I will keep using services from this beauty salon, 0.774
although other brands are more famous (cpi3)
o [ will remain loyal to this beauty salon without 0.681
thinking of other competitors (cpi4)
o Ifthereisashortage of beauty salon services, I do 0.883

not directly switch brands (cpib)

Apart from that, BL and CPI have (§ = 0.254, f > 1.96, p = 0.029) and PWOM and CPI have
(B = 0.446, t > 1.96, p < 0.001), hence supporting H5 and H6. The coefficient of multiple
determinations (R?) for CPI is 0.56. This means, BL and PWOM explain the proportion of



variance in CPI as a dependent variable by 56 %. This means that, there is 44 % of the variance

The mediation

that was not projected by the model. This 44 % could be explained by other variables such as f WOM and

trust and satisfaction (Meilatinova, 2021), perceived value and attitude (Asti ef al, 2021) 0 dn
va, 2020, percelved v s S5E5- brand love

Testing of mediation effect

The study tested the mediation effect of BL and PWOM using the process macro test as

proposed by Preacher and Hayes (2004). This is aimed at testing the hypotheses H7 and H8. 179

However, before conducting a test, the items define transactional and RPCs (tpcl—

tpe3 + rpcl-rpe3) from PCF. As shown in Table 5, the bootstrap upper (BootULCI) and

lower limit (BootLLCI) CI are 0.1336 and 0.2791, respectively, implying that the 95% CI

contains no zeros. This means H7 was supported. Additionally, as shown in Table 6, the

BootULCI and BootLLCI are 0.1644 and 0.3771, respectively, suggesting no negative values

within the 95% CI. This means H8 was supported.

Discussion

Consumer psychology research has demonstrated the significance of customer satisfaction

as a primary determinant of customer intention to repurchase. Nevertheless, as stated

MEAN SD CR AVE MSV PWOM TPC RPC BL CPI

PWOM 0.452 0.121 0.884 0.607 0.152 0.779

TPC 0.397 0.083 0813 0594  0.260 0.270 0.771

RPC 0412 0.103 0.824 0.610 0.102 0.230 0.320 0.781

BL 0.356 0.043 0.943 0.704 0.176 0.320 0.420 0.230 0.839 Table 3.

CPI 0417 0.109 0.905 0.657 0.260 0.390 0.510 0.190 0.260 0811  Discriminant validity

Path Models Path coefficient s.e. t-statistics p-value Decisions

H1 TPC — BL 0.317 0.089 3.561 0.013 Supported

H2 RPC - BL 0.199 0.034 5.852 ok Supported

H3 TPC - PWOM 0.294 0.071 4141 0.003 Supported

H4 RPC - PWOM 0.425 0.065 6.538 Hokk Supported

H5 BL — CPI 0.254 0.098 2591 0.029 Supported

H6 PWOM — CPI 0.446 0.074 6.027 o Supported

Note(s): Structural model fit indices: AGFT = 0917, CFI = 0.961, IFT = 0.974, TLI = 0.901, RMSEA = 0.055
and y*/df = 1.935; *** p-value < 0.001

Table 4.
Path analysis

Direct effects Coeff t b LLCI ULCI
PCF — BL 0.6071 17.1675 ek 0.5376 0.6766
BL — CPL 0.3342 6.9951 ok 0.2403 0.4281
PCF — CPI 0.1957 4.2476 ok 0.1052 0.2863
Mediation effect Coeff BootLLCI BootULCI
PCF — BL — CPI 0.2029 0.1336 0.2791

Note(s): ***p < 0.001

Table 5.
Process mediation for
brand love
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Table 6.
Process mediation
for PWOM

previously, even satisfied customers frequently switch brands. Therefore, there is a need to
look into other relationships that can help to develop a long-lasting emotional relationship
between organizations and their customers. This study contributes to the understanding of
the role of BL and PWOM as mediators of the relationship between PCF and customer
repurchase intentions. In general, the study hypothesized that customers who have
developed BL and PWOM as a result of the fulfilment of psychological contracts tend to
repurchase products and services on purpose. In these exchange relationships, the fulfilment
of relational and TPCs may be a determining factor. Some beauty salons, for instance, employ
fair, impartial and considerate strategies to assist their clients in enhancing their relationship
with them.

In addition, they employ transactional strategies, such as offering competitive pricing
relative to other beauty salons and attempting to link prices to the quality of service rendered.
Aside from that, they maintain low prices to meet the needs and expectations of their
customers. Thus, the customers of beauty salons whose psychological contracts have been
fulfilled have developed a strong attachment to their preferred brands, preventing them from
engaging in switching behaviour. As a result, they will typically prefer to re-purchase the
services.

As well, most customers who develop BL tend to remain loyal to the brand and are
constantly thinking about defending their beloved brand. To them, switching to another
brand would constitute a betrayal of their beloved brands. These findings match Javed et al.
(2015), who noted that customers who have developed a brand attachment to a particular
product or organization would undoubtedly defend it through extra-role behaviours such as
brand defense. In most cases, these customers do not switch, and if they do, it is a temporary
act before they intend to repurchase a beloved brand. This is also supported by Fournier and
Alvarez (2012), who noted that BL results from an organization’s high-intensity engagement
with its customers. That is, BL is reflected in the actions taken by an organization to increase
a customer’s emotional attachment to a particular brand. So, if promises are kept, customers
will always have a strong emotional connection to the brand. This makes customers resistant
to competitive forces and makes them more likely to buy from the brand again.

Furthermore, the findings suggest that fulfilling psychological contracts involves
generating PWOM. The majority of beauty salon customers receive PWOM from their
friends, family and relatives based on their own personal experiences and impressions of a
product or service. If psychological contracts are fulfilled, word-of-mouth can be the most
effective information source for increasing customers’ intent to repurchase at a beauty salon.
This is similar to the study by Kageyama and Barreda (2018), which revealed that when an
organization fulfils psychological contracts with its customers, those customers are more
likely to positively recommend the brand to other consumers, primarily their relatives and
friends. That is to say, they never fail to highlight the positive aspects of a product or service
and encourage other consumers to start using them.

Direct effects Coeff t » LLCI ULCI
PCF - PWOM 0.7670 22.7696 ek 0.7008 0.8332
PWOM - CPI 0.3529 6.7323 Hok 0.2499 0.4559
PCF — CPI 04292 7.8151 ok 0.3212 0.5371
Mediation effect Coeff BootLLCI BootULCI
PCF - PWOM — CPI  0.2706 0.1644 0.3771

Note(s): **p < 0.001




The results on the relationship between BL and repurchasing intention have also been The mediation
suggested by Goémez and Pérez (2018) who emphasized the significance of satisfying of WOM and
consumers’ emotions and suggested that BL has a positive effect and a favourable load on the brand love
emotional attitude component of consumers, such as repurchasing intentions. Most of the
time, if psychological contracts are met, it means that the customer will develop a strong
attachment to the product or service and be happy to keep buying it. Also, while previous
research suggests that the intention to switch is one of the greatest challenges for businesses 181
due to ineffective strategies to retain loyal customers, the results of this study indicate that
fulfilling psychological contracts is essential for generating positive referrals. The findings
are consistent with Leonnard ef al. (2017) who noted that positive WOM typically generates
repurchasing intent, particularly when service quality is involved. Consequently, customers
who think that fulfilling psychological contracts is a good quality of service can tell others
about their good experience through word-of-mouth and good impressions. Additionally, Liu
and Lee (2016) found a correlation between positive recommendations and repurchase intent.

Conclusion

The study’s primary objective was to examine the mediating effects of BL and PWOM on the
relationship between PCF and customer intention to repurchase. The study used beauty
salons as an example of the problem it identified. With all eight hypotheses supported, it can
be concluded that the study’s findings outline the optimal strategy for resolving the current
customer return problem. By strengthening psychological contracts, companies can increase
brand loyalty and PWOM, which makes it more likely that customers will want to buy again.

Implications for theory

This study aimed to determine if BL and PWOM could mediate the relationship between PCF
and customer repurchase intent. This is a response to a recent call in the literature for a better
understanding of the various customer management problem solutions. All eight hypotheses
are strongly supported by the findings, indicating that BL. and PWOM are crucial mediators
of the relationship between PCF and customer repurchase intent. These findings have
contributed to the body of literature. First, the findings reveal that proper management of
transactional and relational contracts can increase the likelihood of creating customers with
positive emotions and, consequently, BL. In addition, fulfilling transactional and relational
contracts increases the likelihood that customers will spread PWOM. Both brand loyalty and
PWOM are essential for increasing customer intent to repurchase. These findings also
suggest new ways of handling customers by decreasing customer switching intentions
through increasing customer repurchase intentions.

Intriguingly, the findings suggest that PCF appears to be more significant in social
exchange contexts, such as customers’ and organizations’ general expectations of future
benefits. However, PCF increases customer repurchase intent more effectively when other
customer-related variables are included. According to the study, incorporating variables such
as BL and PWOM increases the effectiveness of psychological contracts. BL and positive
referrals are impacted by the extent to which psychological contracts are met. When
customers do things with their friends that make them feel closer to a brand emotionally, they
become more loyal to that brand.

Implications for management practice

The findings of the study highlight the importance of recognizing PCF, cultivating BL and
emphasizing positive recommendations from customers with repurchasing intentions.
The managerial implications are developed based on the findings of the specific hypothesis.
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The findings of the influence of PCF on BL and PWOM imply that organizations must improve
and fulfil their transactional and relational contracts in order to increase BL and PWOM among
customers. Proper strategies relating to monetary-related rewards and relational strategies such
as enhancing customer care will result in a marketing strategy that aims to convert customers
into brand advocates and loyal customers.

Second, organizations are urged to develop appropriate short- and long-term training for
their employees as well as support them in attending entrepreneurial-related workshops in
order for them to have effective customer service strategies. This is important because
developing BL and PWOM is a long-term strategy that necessitates strong organization—
customer relationships. Similarly, organizations must improve their ways of handling service
failures. Despite the fact that it is common that service failure is unavoidable under normal
circumstances, PCF must be a top priority for recovery strategies. For example, companies
can solve customer problems by giving them money through promotions and improving their
customer support.

Limitations and suggestions for future studies

This survey sampled beauty salons solely. Given that each type of organization may have a
unique way of fulfilling psychological contracts, future studies may include more categories,
such as restaurants and craftsmanship, to broaden the sample. Additionally, this study
utilized female beauty salons. Therefore, future research could include salons that cater to
women and men to boost the sample’s generalizability. Also, apart from the fact that thisisa
cross-sectional study and not based on time series data, future research can examine how
customer intention to purchase habits vary over time. This is critical because customer
behaviour is a dynamic process influenced by other factors other than just psychological
contract fulfilment. Additionally, this study concluded that BL and PWOM are the most
effective variables for resolving consumer satisfaction challenges. However, additional
variables may also serve as mediating variables. These variables can include perceived brand
values, brand self-expression, consumer brand engagement and consumer brand connection.
Moreover, future research may consider BL and PWOM as moderators of the relationship
between psychological contract fulfilment and customer repurchasing intent.

References

Albert, N., Merunka, D. and Valette-Florence, P. (2008), “When consumers love their brands:
exploring the concept and its dimensions”, Journal of Business Research, Vol. 61 No. 10,
pp. 1062-1075, doi: 10.1016/j.jbusres.2007.09.014.

Ali, A. and Bhasin, ]J. (2019), “Understanding customer repurchase intention in E-commerce: role of
perceived price, delivery quality, and perceived value”, Jindal Journal of Business Research,
Vol. 8 No. 2, pp. 142-157, doi: 10.1177/2278682119850275.

Allred, S.B. and Ross-Davis, A. (2011), “The drop-off and pick-up method: an approach to reduce
nonresponse bias in natural resource surveys”, Small-Scale Forestry, Vol. 10 No. 3, pp. 305-318,
doi: 10.1007/s11842-010-9150-y.

Amani, D. (2022a), “I have to choose this university: understanding perceived usefulness of word of
mouth (WOM) in choosing universities among students of higher education”, Services
Marketing Quarterly, Vol. 43 No. 1, pp. 1-16, doi: 10.1080/15332969.2021.1982851.

Amani, D. (2022b), “The student psychological contract as a predictor of university brand evangelism
in Tanzanian higher education: insights from social exchange theory”, International Journal of
African Higher Education, Vol. 9 No. 2, pp. 150-171.

Armstrong, J.S. and Overton, T.S. (1977), “Estimating nonresponse bias in mail surveys”, Journal of
Marketing Research, Vol. 16, pp. 396-400, doi: 10.1177/002224377701400320.



Asti, W.P., Handayani, P.W. and Azzahro, F. (2021), “Influence of trust, perceived value, and attitude
on customers’ repurchase intention for E-grocery”, Journal of Food Products Marketing, Vol. 27
No. 3, pp. 157-171, doi: 10.1080/10454446.2021.1922325.

Blau, P. (1964), Exchange and Power in Social Life, John Wiley & Sons, New York.

Boxer, 1. and Rekett, G. (2011), “The relation between perceived service innovation, service value,
emotional intelligence, customer commitment and loyalty in b2b”, International Journal of
Services and Operations Management, Vol. 8 No. 2, pp. 222-256, doi: 10.1504/]JSOM.2011.038573.

Carroll, B.A. and Ahuvia, A.C. (2006), “Some antecedents and outcomes of brand love”, Marketing
Letters, Vol. 17 No. 2, pp. 79-89, doi: 10.1007/s11002-006-4219-2.

Chang, HH.,, Jeng, DJ.F. and Hamid, M.R.A. (2013), “Conceptualising consumers’ word-of-mouth
behaviour intention: evidence from a university education services in Malaysia”, Service
Business, Vol. 7 No. 17, pp. 17-35, doi: 10.1007/s11628-012-0142-1.

Chiu, CM.,, Chang, C.C., Cheng, HL. and Fang, Y.H. (2009), “Determinants of customer repurchase
intention in online shopping”, Online Information Review, Vol. 33 No. 4, pp. 761-784, doi: 10.
1108/14684520910985710.

Chuah, SH.W., Rauschnabel, P.A., Marimuthu, M., Thurasamy, R. and Nguyen, B. (2017), “Why do
satisfied customers defect? A closer look at the simultaneous effects of switching barriers and
inducements on customer loyalty”, Journal of Service Theory and Practice, Vol. 27 No. 3,
pp. 616-641, doi: 10.1108/JSTP-05-2016-0107.

Curtis, T., Abratt, R., Dion, P. and Rhoades, D. (2011), “Customer satisfaction, loyalty and repurchase
some evidence from apparel consumers”, Review of Business, Vol. 32 No. 1, p. 47.

Dinh, T.D. and Mai, K.N. (2016), “Guerrilla marketing’s effects on Gen Y’s word-of-mouth intention — a
mediation of credibility”, Asia Pacific Journal of Marketing and Logistics, Vol. 28 No. 1, pp. 4-22,
doi: 10.1108/APJML-06-2015-0102.

Duan, W., Gu, B. and Whinston, A.B. (2008), “The dynamics of online word-of-mouth and product
sales-An empirical investigation of the movie industry”, Journal of Retailing, Vol. 84 No. 2,
pp. 233-242, doi: 10.1016/j.jretai.2008.04.005.

Emerson, RM. (1976), “Social exchange theory”, Annual Review of Sociology, Vol. 2, pp. 335-362.

Evanschitzky, H., Stan, V. and Nagengast, L. (2022), “Strengthening the satisfaction loyalty link: the
role of relational switching costs”, Marketing Letters, Vol. 33 No. 2, pp. 293-310, doi: 10.1007/
$11002-021-09590-8.

Fornell, C. and Larcker, D.F. (1981), “Evaluating structural equation models with unobservable
variables and measurement error”, Journal of Marketing Research, Vol. 18 No. 1, pp. 39-50, doi:
10.1177/002224378101800104.

Fournier, S. and Alvarez, C. (2012), “Brands as relationship partners: warmth, competence, and in-
between”, Journal of Consumer Psychology, Vol. 22 No. 2, pp. 177-185, doi: 10.1016/j.jcps.2011.
10.003.

Funches, V., Markley, M. and Davis, L. (2009), “Reprisal, retribution and requital: investigating
customer retaliation”, Journal of Business Research, Vol. 62 No. 2, pp. 231-238, doi: 10.1016/;.
jbusres.2008.01.030.

Fungai, M. (2017), “Factors influencing customer repurchase intention in the fast food industry. A case
study of Innscor Mutare, Zimbabwe”, Business and Social Sciences Journal (BSSJ]), Vol. 2 No. 1,
pp. 113-133, doi: 10.26831/bssj.2016.2.1.113-133.

Garg, R., Mukherjee, ]., Biswas, S. and Kataria, A. (2015), “An investigation of antecedents and
consequences of brand love in India”, Asia-Pacific Journal of Business Administration, Vol. 7
No. 3, pp. 174-196, doi: 10.1108/APJBA-09-2014-0112.

Ghazali, E., Nguyen, B., Mutum, D.S. and Mohd-Any, A.A. (2016), “Constructing online switching
barriers: examining the effects of switching costs and alternative attractiveness on e-store

loyalty in online pure-play retailers”, Electronic Markets, Vol. 26 No. 2, pp. 157-171, doi: 10.1007/
$12525-016-0218-1.

The mediation
of WOM and
brand love

183




19,2

184

Goémez, M.C.O. and Pérez, W.G. (2018), “Effects of brand love and brand equity on repurchase
intentions of young consumers maria”, International Review of Management and Marketing,
Vol. 8 No. 4, pp. 7-13.

Grégoire, Y. and Fisher, R]. (2006), “The effects of relationship quality on customer retaliation”,
Marketing Letters, Vol. 17 No. 1, pp. 31-46, doi: 10.1007/s11002-006-3796-4.

Hai-Ming, C., Li-Chi, L., Tao-Sheng, C. and Chen-Ling, F. (2020), “The effects of social responsibility
and hypocrite on the relationship among psychological contract violation, trust and perceived
betrayal”, International Journal of Conflict Management, Vol. 31 No. 2, pp. 241-261, doi: 10.1108/
IJCMA-06-2019-0100.

Hair, J.F., Anderson, R.E., Tatham, R.L. and Black, W.C. (2006), Multivariate Data Analysis, 6th ed.,
Prentice-Hall, Upper Saddle River.

Hsu, C.L. and Chen, M.C. (2018), “How gamification marketing activities motivate desirable consumer
behaviors: focusing on the role of brand love”, Computers in Human Behavior, Vol. 88,
pp. 121-133, doi: 10.1016/j.chb.2018.06.037.

Huber, F., Meyer, F. and Schmid, D.A. (2015), “Brand love in progress — the interdependence of brand
love antecedents in consideration of relationship duration”, Journal of Product and Brand
Management, Vol. 24 No. 6, pp. 567-579, doi: 10.1108/JPBM-08-2014-0682.

Ismail, L]. (2022a), “Entrepreneurial start-up motivations and growth of small and medium enterprises
in Tanzania: the role of entrepreneur’s personality traits”, FIIB Business Review, Vol. 11 No. 1,
pp. 7993, doi: 10.1177/23197145211068599.

Ismail, L]. (2022b), “Entrepreneurs’ dynamic capabilities, financial resource development and financial
performance among small and medium enterprises in emerging markets: experience from
Tanzania”, in Mugova, S., Akande, J.O. and Olarewaju, O.M. (Eds), Corporate Finance and
Financial Development. Contributions to Finance and Accounting, Springer, Cham, doi: 10.1007/
978-3-031-04980-4_2.

Ismail, IJ. (2022¢), “Speaking to the hearts of the customers! The mediating effect of customer loyalty
on customer orientation, technology orientation and business performance”, Technological
Sustainability, ahead-of-print.

Ismail, L. (2022d), “Imported or locally made products? Building customers’ resilience to negative word of
mouth NWOM) about locally made products: mediation of message quality in Tanzania”, Cogent
Business and Management, Vol. 9 No. 1, 2079168, doi: 10.1080/23311975.2022.2079168.

Javed, M,, Roy, S. and Mansoor, B. (2015), “Will you defend your loved brand?”, in Consumer Brand
Relationships: Meaning, Measuring, Managing, pp. 31-54, doi: 10.1057/9781137427120_3.

Junaid, M., Hou, F., Hussain, K. and Kirmani, A.A. (2019), “Brand love: the emotional bridge between
experience and engagement, generation-M perspective”, Journal of Product and Brand
Management, Vol. 28 No. 2, pp. 200-215, doi: 10.1108/JPBM-04-2018-1852.

Kageyama, Y. and Barreda, A.A. (2018), “Customer delight, repurchase intentions and the mediating
effect of positive word of mouth”, Journal of Research in Marketing, Vol. 9 No. 3, pp. 733-738,
doi: 10.17722/jorm.v9i3.247.

Kau, AK. and Loh, EW.Y. (2006), “The effects of service recovery on consumer satisfaction: a
comparison between complainants and non-complainants”, Journal of Services Marketing,
Vol. 20 No. 2, pp. 101-111, doi: 10.1108/08876040610657039.

Kitapci, O, Akdogan, C. and Dortyol, I'T. (2014), “The impact of service quality dimensions on patient
satisfaction, repurchase intentions and word-of-mouth communication in the public healthcare
industry”, Procedia - Social and Behavioral Sciences, Vol. 148, pp. 161-169, doi: 10.1016/j.sbspro.2014.
07.030.

Kumar, V., Pozza, 1D. and Ganesh, ]. (2013), “Revisiting the satisfaction-loyalty relationship: empirical
generalizations and directions for future research”, Journal of Retailing, Vol. 89 No. 3,
Pp. 246-262, doi: 10.1016/j.jretai.2013.02.001.



Lambe, CJ., Wittmann, CM. and Spekman, R.E. (2001), “Social exchange theory and research on The mediation
business-to-business relational exchange”, Journal of Business-to-Business Marketing, Vol. 8 £f WOM and
No. 3, pp. 1-36, doi: 10.1300/J033v08n03_01. 0 an

Laroche, M., Babin, B]., Lee, YK, Kim, EJ. and Griffin, M. (2005), “Modeling consumer satisfaction
and word-of-mouth: restaurant patronage in Korea”, Journal of Services Marketing, Vol. 19
No. 3, pp. 133-139, doi: 10.1108/08876040510596803.

Leonnard, S., Comm, M. and Thung, F. (2017), “The relationship of service quality, word-of-mouth, and 185
repurchase intention in online transportation services”, Journal of Process Management. New
Technologies, Vol. 5 No. 4, pp. 30-40, doi: 10.5937/jouproman5-15210.

Lin, Y., Liye, Z. and Li, Y. (2015), “Research on the influence and intervention of brand psychological
contract violation on customer loyalty”, 2015 12th International Conference on Service Systems
and Service Management, ICSSSM 2015, pp. 1-6, doi: 10.1109/ICSSSM.2015.7170156.

Liu, C-H.S. and Lee, T. (2016), “Service quality and price perception of service: influence on word-of-
mouth and revisit intention”, Journal of Air Transport Management, Vol. 52, pp. 42-54, doi: 10.
1016/ jairtraman.2015.12.007.

Liu, H, Yang, J. and Chen, X. (2020a), “Making the customer-brand relationship sustainable: the
different effects of psychological contract breach types on customer citizenship behaviours”,
Sustaimability, Vol. 12 No. 2, p. 630, doi: 10.3390/su12020630.

Liu, W,, He, C, Jiang, Y., Ji, R. and Zhai, X. (2020b), “Effect of gig workers’ psychological contract
fulfillment on their task performance in a sharing economy—a perspective from the mediation
of organizational identification and the moderation of length of service”, International Journal of
Environmental Research and Public Health, Vol. 17 No. 7, p. 2208, doi: 10.3390/ijerph17072208.

Mehmood, S., Rashid, Y. and Zaheer, S. (2018), “Negative word of mouth and online shopping:
examining the role of psychological contract violation, trust and satisfaction”, Pakistan Journal
of Commerce and Social Science, Vol. 12 No. 3, pp. 886-908.

Meilatinova, N. (2021), “Social commerce: factors affecting customer repurchase and word-of-mouth
intentions”, International Journal of Information Management, Vol. 57, 102300, doi: 10.1016/;.
ijinfomgt.2020.102300.

Moslehpour, M., Wong, W.-K., Pham, V.K. and Aulia, CK. (2018), “Repurchase intention of Korean
beauty products among Taiwanese consumers”, SSRN Electronic Journal, Vol. 29 No. 3,
pp. 569-588, doi: 10.2139/ssrn.3104472.

Nunnally, ]J.C. and Bernstein, LH. (1994), Psychometric Theory, 3rd ed., McGraw-Hill, New York, NY.

Pavlou, P.A. and Gefen, D. (2005), “Psychological contract violation in online marketplaces:
antecedents, consequences, and moderating role”, Information Systems Research, Vol. 16 No. 4,
pp. 372-399, doi: 10.1287/isre.1050.0065.

Podsakoff, P.M., MacKenzie, S.B., Lee, ].Y. and Podsakoff, N.P. (2003), “Common method biases in
behavioral research: a critical review of the literature and recommended remedies”, Journal of
Applied Psychology, Vol. 88 No. 5, pp. 879-903, doi: 10.1037/0021-9010.88.5.879.

Preacher, KJ. and Hayes, AF. (2004), “SPSS and SAS procedures for estimating indirect effects in
simple mediation models”, Behavior Research Methods, Instruments, and Computers, Vol. 36
No. 4, pp. 717-731, doi: 10.3758/BF03206553.

Rubin, Z. (1973), Liking and Loving: an Invitation to Social Psychology, Holt Rinehart & Winston,
New York.

Serra Cantallops, A. and Salvi, F. (2014), “New consumer behavior: a review of research on eWOM and
hotels”, International Journal of Hospitality Management, Vol. 36, pp. 41-51, doi: 10.1016/j.ijhm.
2013.08.007.

Steele, J., Bourke, L., Luloff, A.E., Liao, P.-S.,, Theodori, G.L. and Krannich, R.S. (2001), “The drop-off/

pick-up method for household survey research”, Community Development Society. Journal,
Vol. 32 No. 239, p. 250, doi: 10.1080/15575330109489680.

brand love




19,2

186

Sweeney, J.C., Soutar, G.N. and Mazzarol, T. (2005), “The difference between positive and negative
word-of-mouth—emotion as a differentiator”, Proceedings of the ANZMAC . .., pp. 331-337.

Talwar, M., Talwar, S., Kaur, P., Islam, AJK.M.N. and Dhir, A. (2021), “Positive and negative word of
mouth (WOM) are not necessarily opposites: a reappraisal using the dual factor theory”, Journal
of Retailing and Consumer Services, Vol. 63, 102396, doi: 10.1016/j.jretconser.2020.102396.

Tarofder, AK., Nikhashemi, SR, Azam, SMF. Selvantharan, P. and Haque, A. (2016), “The
mediating influence of service failure explanation on customer repurchase intention through
customers satisfaction”, International Journal of Quality and Service Sciences, Vol. 8 No. 4,
pp. 517-535, doi: 10.1108/IJQSS-04-2015-0044.

Theotokis, A., Pramatari, K. and Tsiros, M. (2012), “Effects of expiration date-based pricing on brand
image perceptions”, Journal of Retailing, Vol. 88 No. 1, pp. 72-87, doi: 10.1016/j.jretai.2011.06.003.

Tran, T.P., Muldrow, A. and Ho, KN.B. (2021), “Understanding drivers of brand love - the role of
personalized ads on social media”, Journal of Consumer Marketing, Vol. 38 No. 1, pp. 1-14, doi:
10.1108/JCM-07-2019-3304.

Wangwiboolkij, R. (2011), “Factors influencing repurchase intention of Thai female customers toward
Korean cosmetics in bangkok”, AU-GSB e-Journal, Vol. 5 No. 1, pp. 18-26.

Weiss, A.M. and Heide, ].B. (1993), “The nature of organizational search in high technology markets”,
Journal of Marketing Research, Vol. 30 No. 2, pp. 220-233, doi: 10.1177/002224379303000207.

Yekaterina, K. (2015), “Understanding consumers’ relational behaviour: an integrated model of
psychological contracts, trust and commitment in the context of beauty services for females
[Auckland university of technology]’, available at: https://openrepository.aut.ac.nz/bitstream/
handle/10292/8672/Y ekaterinaK.pdf;sequence =6.

Zhu, Z., Sivakumar, K. and Parasuraman, A. (2004), “A mathematical model of service failure and
recovery strategies”, Decision Sciences, Vol. 35 No. 3, pp. 493-525, doi: 10.1111/5.0011-7315.2004.
02597 x.

Corresponding author
Ismail Juma Ismail can be contacted at: ismailjismail1977@gmail.com

For instructions on how to order reprints of this article, please visit our website:
www.emeraldgrouppublishing.com/licensing/reprints.htm
Or contact us for further details: permissions@emeraldinsight.com



Quarto trim size: 174mm x 240mm

The current issue and full text archive of this journal is available on Emerald Insight at:
https://www.emerald.com/insight/2279-0187.htm

Thank you for sharing! Unravelling el e
the perceived usefulness of word  usciuess of
of mouth in public procurement for

small and medium enterprises 187

Ismail Juma Ismail and Ismail Abdi Changalima Received 10 January 2022
Department of Business Administration and Management, Revised 42241‘(‘};2 o

The University of Dodoma, Dodoma City, United Republic of Tanzania 15 August 2022
Accepted 5 October 2022

Abstract

Purpose — Over time, the concept of word of mouth (WOM) has spread beyond marketing into other
disciplines. This is because WOM is important in decision-making at both the individual and organisational
levels. Also, people are more likely to trust recommendations from their peers than those from companies.
Therefore, the purpose of this study is to investigate the perceived usefulness of WOM messages for small and
medium-sized enterprise (SME) suppliers in participating in Tanzanian public procurement opportunities.
Design/methodology/approach — The study collected cross-sectional data from 214 SME suppliers who
supply common use items to public procuring organisations in Dodoma City, Tanzania. Structural equation
modelling was used to test the direct relationships between study variables, and Hayes' PROCESS macro was used
to test for the indirect effect of WOM message delivery on WOM attributes and the perceived usefulness of WOM.
Findings —- WOM attributes that include expertise differential, perceptual homophily, and trustworthiness are
related to the perceived usefulness of WOM. Also, WOM message delivery mediates the relationship between
the WOM attributes and the perceived usefulness of WOM in enhancing public procurement participation.
Therefore, the study’s findings revealed that WOM is applicable in the public procurement context, under
which public buyers act as senders and suppliers act as receivers. The latter finds out about public
procurement opportunities and responds to them, while the former gives suppliers whatever information they
need to respond to public procurement tenders that have been advertised.

Research limitations/implications — Because the study was cross-sectional, it was difficult to determine
whether the opinions gathered over time remained consistent. Furthermore, only suppliers who are parties to
framework contracts under Government Procurement Services Agency were included in the study. Therefore,
the sample was limited to only suppliers supplying common use items to various public organisations in
Dodoma City, Tanzania.

Originality/value — This paper integrates the concept of WOM from the marketing discipline and public
procurement. As a result, the study adds to the understanding of the use of information transmission in terms
of the contribution of WOM messages from public buyers to suppliers to enhance small and medium
enterprises’ participation in public procurement opportunities.

Keywords Expertise differential, Perceived usefulness, Procurement, Public buyers, Public procurement,
Small and medium enterprises, Suppliers, Trustworthiness, Word of mouth, Word of mouth delivery,
Word of mouth messages, Tanzania

Paper type Research paper

1. Introduction

The concept of Word of Mouth (WOM) has captured the interest of researchers and practitioners »‘k’
from different fields (Farzin ef al, 2021; Lisjak et al, 2021; Mehrad and Mohammadi, 2017; ‘ I’
Rajendran and Arun, 2021a; Taheri et al, 2021). Past studies have recommended it as an ‘
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incredibly effective strategy for marketing purposes (Amani, 2022a; Rajendran and Arun, 2020,
Trusov et al, 2009). WOM has risen in popularity because individuals have become more reliant
on their friends or companions for information since messages from them are more likely to have
an impact than commercial advertisements. From a business perspective, consumers who seek
purchasing advice believe that advice from friends and family members is useful in purchasing
decisions (Siddiqui et al, 2021). Therefore, consumers are more likely to trust people they know,
especially their friends, when it comes to making purchase decisions (Cooley and Parks-Yancy,
2019). On the other hand, a message delivered involuntarily may be viewed more favourably by
recipients than a mass advertising campaign. Also, WOM can be considered a tremendous
advantage to consumers when making a risky purchasing decision (Murray, 1991). Talwar ef al.
(2021) confirmed that the higher the risk is perceived by consumers, the more likely for them to
spread negative WOM so as to help others. Our current study centres on the aspect that WOM
can be used to reduce various risk categories, including socio-psychological and financial risks
associated with business decisions. Furthermore, a stream of literature shows that WOM can be
used as a risk reduction tool (Bartschat ef al, 2022; Bastos and Moore, 2021).

Small and medium-sized enterprises (SMEs) participation in public procurement is not a new
thing in the literature (Ancarani et al, 2019; Israel and Kazungu, 2019; Orser ef al, 2021;
Saastamoinen et al, 2018). Participation of SMEs in public procurement is related to their
decisions on bidding or involvement in supplying or providing goods and services to
organisations in the public sector. One would be inclined to assume that SMEs participate
effectively in public procurement and meet the objectives of supporting the domestic economy
(Israel and Kazungu, 2019; Di Mauro ef al, 2020; Panga and Kazungu, 2015). However, their
participation in public procurement opportunities is considered a risky decision as, sometimes,
the total contract value allocated to SME suppliers falls short of their proportion of economic
turnover. Generally, SMEs are more vulnerable because of the nature of their business and the
environment in which they operate (Caraka et al, 2021; Ismail, 2022a; Loader, 2015; Orser et al,
2021; Ye and Tekka, 2020). Thus, selecting a public procuring organisation to engage with is a
risky decision that SME suppliers must overcome to obtain the perceived benefits. The risks
facing SME suppliers can be examined when they respond to the identified public procurement
tenders and throughout the whole procurement process. For example, some SME suppliers face
publicity limitations, overly limited pre-qualification standards, limitations in access to relevant
information, emphasising previous experience or size of the business, uncompetitive bidding
processes and contract size challenges (Gitari and Kabare, 2014; Israel and Kazungu, 2019;
Loader, 2015; Tesha and Nsimbila, 2021). This may result in unresponsive or uncompetitive
bids, which might cause a failure to secure public tenders, rejected tenders or sometimes a failure
to provide the required level of quality of supplies.

SME suppliers face documentation challenges (Medzhybovska and Lew, 2019; Shijepcevié
et al,, 2015). Some may include excessive documentation requirements and bureaucracy, bid
security deposits, failure to offer adequate time for quotation preparation, unclear selection
criteria, difficulty making a formal bid or proposal and excessive information requirements. On
the other hand, at the post-selection stage, suppliers are involved in negotiations (Mwagike and
Changalima, 2022). At this stage, SME suppliers experience institutionalised discrimination;
a price focus unrelated to product value; unsatisfied rationale for tender awards; lack of feedback
shared for future learning and unsuitable offered payment terms. Most SME suppliers fail to
secure tenders, and those who do complain about the fairness of prices against the value of the
products offered and delays in payments, which accelerate the costs of conducting business.

A stream of empirical studies shows that most SME suppliers do not perform well and are
limited in their access to getting public tenders (Namagembe ef al., 2021; Panga and Kazungu,
2015). The latter can be associated with limited access to information related to public
procurement opportunities (Ancarani et al., 2019). Therefore, various efforts must be made for
these SME suppliers to participate in bidding to get new public tenders. WOM is popular in
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regarding the application of WOM to SME suppliers in public procurement is limited. This
may be due to the regulatory framework governing procurement activities and how public
buyers interact with suppliers (Changalima ef al, 2021a; McKevitt and Davis, 2014). It is
thought that this will make public buyers less likely to share with suppliers what they need to
know about available public procurement opportunities.

WOM has a number of advantages over traditional forms of marketing communication, such
as traditional promotions. Empirical evidence shows that insights from WOM recommendations
have a significant impact on consumer attitudes and purchase intentions (Rajendran and Arun,
2021a; Yuan and Peluso, 2021). Also, when compared to traditional mass advertising, WOM can
significantly reduce expenditure on traditional mass advertising. Furthermore, it is more
important in various contexts, as a study conducted at a higher learning institution by Amani
(2022a) revealed that WOM is necessary for assisting students in choosing a university to attend
because, this risky decision has long-term implications for students’ self-image and identity, as
well as employment opportunities. A study conducted by Farzin et al (2021) discovered that
mobile banking adoption is linked to user behaviour via WOM. Additionally, another study
confirmed that WOM can be used to supplement tourism marketing efforts by influencing
residents’ attitudes toward the tourist destination (Segota et al, 2021).

It should be noted that WOM relies on the sharing of information (Amani, 2022a; Bastos and
Moore, 2021; Mainolfi and Vergura, 2022). Similar to this, the buyer-supplier relationship entails
the act of exchanging necessary information between suppliers and buyers (Mushi et al, 2021,
Ried et al, 2021). In this regard, there is no doubt about the importance of sharing necessary
information between buyers and suppliers in procurement and supply chain endeavours. Given
that the concept of WOM entails the source of information sharing between people of varying
levels of experience, whether through traditional or electronic communication, buyer-supplier
relationships can benefit from the same. In the existing literature, sharing of information can be
done through social media (Amani, 2022b; Bartschat et al, 2022) which enhances the electronic
WOM (Farzin and Fattahi, 2018; Mukhopadhyay et al., 2022; Park et al, 2021), particularly in
business-to-business contexts (Mai and Liao, 2022; Té6th ef al,, 2022). Therefore, benefits revealed
in the existing marketing literature on the perceived usefulness of the concept of WOM
necessitate the development of a more extensive body of literature on the perceived usefulness of
WOM in other disciplines, which will complement the existing ones.

Learning experiences through existing studies from the marketing discipline provide a way for
WOM to effectively influence the engagement decisions of SME suppliers in public procurement
tenders, as these suppliers can exchange information with public buyers that may enhance their
engagement in public procurement. This is the research gap that we intend to fill, and therefore, the
main purpose of this study is to investigate the following general research question: Can WOM
mfluence SME suppliers’ participation in public procurement opportunities? To address this
question, our study focuses on examining the perceived usefulness of WOM messages from public
buyers as senders to SME suppliers as receivers from the receivers’ perspective. So, the study adds
to the literature on marketing and public procurement by looking at how the WOM concept can
make it easier for SME suppliers to take part in the public procurement opportunities. In addition,
since the nature of transactions between SME suppliers and public organisations falls under the
umbrella of business-to-business marketing, the study contributes to the existing literature on
business-to-business WOM (Mai and Liao, 2022; Molinari et al, 2008).

2. Review of literature and hypotheses development

2.1 Prospect theory

According to the prospect theory, prospective investors typically place a different value on gains
and losses depending on the type of investment they are considering. They place a greater
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emphasis on perceived gains in comparison to perceived losses (Kahneman and Tversky, 1979).
Prospect is a loss aversion decision-making theory that considers the risk and uncertainty that
mvestors must contend with Abdellaoui ef al, (2007). Under normal circumstances, making an
investment decision is a high-risk business endeavour; consequently, one needs sufficient
information before making a choice that is rational. Prospect theory is a behavioural economic
theory that describes how individuals choose between risky probabilistic options when the
probabilities of the outcomes are known (Yoon ef al, 2017). Therefore, based on the theoretical
perspectives of other previous studies that have applied the prospect theory in researching
WOM in different contexts (Amani, 2022a; Ismail, 2022b; Park and Chang, 2022; Yoon et al, 2017;
Zhang et al., 2020), the theory is relevant to the current study as the decision to bid on a contract
is hypothesised to be one fraught with risks for SME suppliers.

This is due to the fact that the bidders have to pay a number of costs in order to participate in
the bidding process (Ancarani et al, 2019; Di Mauro ef al, 2020). Thus, the submission of bids to
respective public procuring organisations increases the transaction costs for bidders. If SME
suppliers do not win the particular bid, then they may experience problems with their
performance. WOM can be a key marketing initiative for investors to make risky buying decisions
such as bidding, because the majority of high-paying business activities are associated with high
psychological and financial risks. Specifically, WOM allows SMEs to weigh the benefits of
participating in the decision of whether or not to participate in bidding while also comparing other
options. Consequently, it is theoretically expected that prospect theory can provide a theoretical
understanding of how SMEs can choose to participate in bidding while using WOM from public
buyers of different procuring organisations as the primary means of avoiding risk.

2.2 Elaboration likelihood model of persuasion

This model of persuasion provides a somewhat generic framework for organising and
understanding the fundamental processes that drive persuasive communication success, and
it may be applied to a wide range of scenarios. The model suggests that, depending on the
amount of thinking or elaboration, the attitude can change (Rajendran and Arun, 2021b).
Therefore, incorrect attitudes that are acquired by SMEs as a result of inadequate persuasive
messages from procuring organisations have the potential to cause detrimental effects on the
receiver’s behaviour, affect and cognitive processes. It is hypothesised in this study that the
information provided by the procuring organisations may be limited. In this scenario, it’s
possible that SMEs may do not have sufficient information to help them make responsive
bids. However, through WOM, SMEs have the opportunity to have positive experience from
close friends, which can assist them in effectively bidding on contracts. That is to say, when
SMEs believe that certain issues carried by a message from the public procuring
organisations are limited, WOM messages from other different public buyers with more
experience in public procurement opportunities can encourage these SME suppliers to
enhance their participation in the public tendering process. It is assumed that three factors are
responsible for determining the effectiveness of messages (Petty and Cacioppo, 1986): First,
the strength of the message itself; second, the ability to persuade and third, the disposition of
the person receiving the message. This is supported by the strength of WOM messages in
creating the proper quality of message delivered to SMEs, which consequently increases the
ability of evaluation of messages among SME suppliers.

2.3 WOM and SME supplier participation in public procurement

The nature of business transactions between SMEs and public procuring organisations falls
under the category of business-to-business relationships. This is due to the fact that registered
SME suppliers doing business with public procuring organisations provide the goods, services
and works necessary for these public organisations to provide service to the public (Israel and
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of WOM in the context of public procurement is limited. The WOM is an important form of
information sharing not only for business-to-customer but also business-to-business
relationships (Mai and Liao, 2022; Téth et al,, 2022). The application of WOM in a business-
to-business context has recently been cited as an important means of boosting suppliers’ sales
performance (Mai and Liao, 2022). In this regard, the current study focuses on the role of WOM
in increasing the participation of SME suppliers in public procurement opportunities.

2.3.1 Expertise differential between public buyers and SME suppliers and WOM message
delivery. WOM effectiveness is assumed to be influenced by both the sender’s and the recipient’s
expertise (Amani, 2022a). The level of knowledge possessed by the receiver can impact the
communication model employed (Sweeney et al, 2012). It may impact the decision, but it can also
impact the recipient’s perception of risk and how actively the recipient seeks out WOM
information. On the other hand, the sender’s expertise is a major source of message quality and
dependability (Amani, 2022a). In this study, sender expertise refers to the extent to which a
WOM message is perceived to have the ability to provide useful information to the point where
the SME supplier has no cause to cross-check the received messages. Because most people do
not have an incentive to test the veracity of a sender’s assertions by recalling and rehearsing
their ideas, the degree to which the sender is perceived as capable of providing accurate
information is likely to induce persuasion (Amani, 2022a). An individual who has received a
WOM message may have a high level of knowledge from the recipient’s perspective if that
individual is in an advantageous position (Sweeney et al, 2012). For example, public buyers from
organisations that specialise in public procurement undertaking and have had special training
are more likely to know more about how public procurement works.

This is the case in Tanzania, where procurement practitioners participate in training sessions
led by the professional board and regulatory authority (Israel, 2021; Mahuwi and Panga, 2020).
These training sessions result in procurement practitioners who are capable and knowledgeable
about managing procurement affairs in their respective organisations. Based on the current
study’s focus, it is assumed that these buyers are involved in disseminating information to
potential suppliers because they are aware of procurement undertakings. They are more likely
to have more expertise than SME suppliers because their expertise is centred on acquired
knowledge and skills through education and experience in public procurement matters. As a
result, the degree of difference in public procurement expertise between public buyers and SME
suppliers may improve the transmission of reliable and quality messages to SME suppliers,
increasing their participation in public procurement opportunities.

Therefore, SME suppliers seeking public procurement information will seek out such
knowledge and rely on the recommendations of public buyers who are experts. If potential SME
suppliers choose to seek WOM information from public buyers, they are more likely to assume
that the gain will be significantly greater from public procuring organisations and believe that
buyers are more knowledgeable in the field in which the WOM information is sought. For
example, suppose knowledge of public procurement for public buyers is high. In that case, the
SME supplier will aggressively seek information from advertised public procurement
opportunity while also attempting to gain information through WOM. In contrast, if the level
of expertise of public buyers in other public procuring organisations is perceived to be low, the
WOM message delivery (WMMD) will be poor. Hence, the SME suppliers will be less likely to
request information. As a result, it is conceivable to hypothesise that:

HI. Expertise differential (EXDI) between public buyers and SME suppliers significantly
influences WMMD.

2.3.2 Perceptual homophily between public buyers and SME suppliers and WOM message
delivery. There is widespread agreement that strong connections between the sender and the
recipient effectively deliver WOM messages (Amani, 2022a). Homophily is the most effective
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covariate-based process in network evolution. Many studies have been conducted to confirm
the prevalence of homophily in communication and WOM (Brown and Reingen, 1987; Le et al.,
2018; Mladenovic et al, 2021). Homophily has been demonstrated by age, education, gender,
values and general conduct. Based on how close or familiar they are, this study defines
homophily as the strength of the link or bond between a sender (public buyer) of WOM
messages and a receiver (SME supplier).

Currently, literature has associated homophily with the effectiveness of WOM (Amani,
2022a). This link suggests that a strong connection between sender and recipient may have a
beneficial effect on WMMD (Amani, 2022a; Chawdhary and Weber, 2021). Depending on the
specified link, proximity or intimacy between a sender and a receiver, the recipient can rely on
the recommendations made by WOM sources regarding specific services. This is supported
by Chawdhary and Weber (2021) who revealed that recommendations from WOM sources
with similar values to the WOM receiver are more effective in influencing the WOM receiver’s
decision-making process than recommendations from sources with dissimilar values. This
perceived similarity between homophily and dissimilar individuals stems from the logic of
homophily, or the love of people who are identical in some ways. While more research into the
relationship between WOM sources and message delivery is needed, it is known that the
WOM source’s degree of homophily can influence message quality judgements (Amani,
2022a; Dalla-Pria and Rodriguez-de-Dios, 2022).

In the context of public procurement, the homophily between public buyers and SME
suppliers indicates the prospect of getting up-to-date tender information whenever the
general procurement notice is announced. Because individuals in their respective
organisations pull their friends from foci, and foci bring homogeneous groups of people
together, homophily between them is a likely outcome of the tender process, despite legal
regulations governing it. From this vantage point, the dynamics of preference and
opportunity are coupled, allowing WOM messages to be successfully delivered to their
mtended audiences. Given these arguments, the current study hypothesises that:

H2. Perceptual homophily (PERH) between public buyers and SME suppliers
significantly influences WMMD.

2.3.3 Trustworthiness between the public buyers and SME suppliers and WOM message
delivery. The literature has demonstrated that the extent to which recipients trust the sender
of WOM messages impacts message delivery significantly (Amani, 2022a). A sender’s
trustworthiness (TRUS), as among a sender’s characteristics, has been connected to various
factors to assess the credibility of communication between a sender and a receiver (Asada and
Ko, 2016). As a general rule, for the receivers to trust information from the sender, the
information must be consistent, honest, compassionate, kind, resourceful and humble in its
presentation (Ohanian, 1990). People will also trust information if it has the potential to give
them high-quality service, a high level of satisfaction, a sense of value, a good relationship
and the ability to make them want to decide on something.

WOM'’s strength stems from the fact that consumers trust communications from peers
more than those from advertisers; thus, recommendations made by close friends are more
trustworthy (ShabbirHusain and Varshney, 2022). The foundation of the concept of TRUS as
a factor influencing message delivery is founded on source credibility. WOM essentially
measures the degree to which the sources of WOM messages are regarded as credible and
trustworthy by the message recipients, given that WOM sources have nothing to lose in
comparison to direct advertisements from a company. Furthermore, Kim et al (2018)
proposed that, similar to advertisers who promote their products “which are not always as
superior as they are promoted,” electronic WOM entails text-based recommendations from
unknown individuals. As a result, customers frequently have difficulty determining the
credibility of sources and, place a higher value on trusting offline WOM messages from



family, relatives and associates. WOM is seen as a reliable factor that affects a consumer’s Unravelling the

decision to buy or buy again because it comes from close friends and associates in social
communities (Park et al, 2021).

Trust between public buyers and SME suppliers appears to be the greatest answer to
accurate tender information, especially given the growing concern about private sector
participation in public procurement (Harland et al,, 2013). SME suppliers benefit from trusts
banding together to participate in procurement activities that improve prospects for SME
suppliers with public-sector organisations. TRUS can be the essential public procurement
characteristic, impacting both the social and practical procurement functions of a WOM
message’s utility. Therefore, it is hypothesised that TRUS has consequences for WMMD.

H3. TRUS between public buyers and SME supplier significantly influences WMMD.

2.3.4 Message delivery and perceived usefuiness of WOM. Generally, the receiver’s response is
intimately associated with the quality of the message, and as a result, it is an important factor
in determining the way he or she will respond. Therefore, it is critical to understand the
process of developing appropriate, effective and relevant messages in WOM (Makvandi and
Farzin, 2022). Also, it is necessary to consider the message delivery and the influence or effect
of WOM. Perceived usefulness of WOM is associated with the influence or effect of WOM on
the receiver’s perspective. The extent to which the message that is delivered to the receiver is
considered useful, as the focus of WOM is to influence the decision-making for choices
surrounding the receiver. The way a message is delivered relates to the manner in which it is
delivered. The message delivery can be done in a reliable, friendly or relaxed manner
(Sweeney et al., 2012). Also, this is quite related to the message quality, as if the message is
informative, clear, specific and reliable (Le et al., 2020).

The quality of messages has an influence on WOM on the perspective of the receiver. Also,
the quality of messages plays a role in the relationship between source characteristics and
WOM influence (Le et al., 2018). Empirical evidence from different contexts revealed that the
WMMD was considered to be related to the perceived usefulness of university selection
among undergraduate students in Tanzania (Amani, 2022a). Also, WOM messages that are
considered to be positive and more effective significantly affect the willingness of people to
use the service (Sweeney et al., 2014). In this aspect, our study assumes that the message
delivery from the public buyer as a sender to the SME supplier as a receiver may be
considered useful for making decisions in relation to participation in public procurement
opportunities. To reflect this relationship, our study hypothesises the following:

H4. WMMD between public buyers and SME suppliers significantly influences the
perceived usefulness of WOM.

2.3.5 Mediating role of WOM wmessage delivery on the attributes of WOM and perceived
usefulness of WOM. As noted in the elaboration likelihood model of persuasion, the
effectiveness of the message is predetermined by the persuasive nature of the message from
the sender and the quality of the message (Petty and Cacioppo, 1986). Therefore, message
delivery can explain the relationship between message attributes and the perceived
usefulness of a WOM message. A WOM message that is not communicated and delivered
correctly may negatively influence the recipient’s decisions (Amani, 2022a). So, the attributes
of WOM messages, like expertise, homophily and TRUS can be important for the right
transmission of WOM messages and, hence, the positively perceived usefulness of WOM.
It has been documented in the literature that there is a relationship between WOM factors
and WMMD and between WMMD and the perceived usefulness of WOM (Amani, 2022a).
In another way, attributes of WOM messages such as EXDI, PERH and TRUS have been
shown to affect the receiver’s decision-making process. Similarly, it is argued that the
outcome of WMMD on the perceived usefulness of WOM impacts various behaviours,
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particularly on the decisions of organisations such as SME suppliers in public procurement.
In this regard, the current study proposes the following hypothesis:

H5. WMMD significantly mediates the relationship between WOM attributes and the
perceived usefulness of WOM.

3. Methodology

3.1 Study area, research design and sample size

The study employed a cross sectional research design to collect data from SMES’ managers in
Dodoma City, Tanzania. The cross sectional research designs are considered cheap as data
are only collected once (Saunders et al, 2019). The focus of choosing cross sectional design
relies on the aspect that we wanted to include variation of opinions from different people and
organisations. As opined by Bryman and Bell (2011), variation can be established only when
more than one case is being examined, and this is the case for cross sectional studies. Dodoma,
the capital city, was deliberately selected as the area of study. In recent years, the government
has relocated its main offices from Dar es Salaam to Dodoma city. Since then, Dodoma city
has emerged as the new city of the country with an adequate number of public procuring
organisations and SME suppliers (Changalima et al, 2021Db).

The population of the current study was SME suppliers. This population was obtained
from Government Procurement Service Agency (GPSA) as the agency is responsible for
maintaining the list of suppliers for each financial year under framework agreements
(Siwandeti et al, 2021). The study inquiry was with managers of SME suppliers. Managers of
SME suppliers are involved in bidding decisions for most public procurement opportunities.
Slovin’s formula was used to calculate the sample size (see equation (1)). This formula’s
strength is that it allows for sampling with a degree of accuracy, i.e. confidence levels and
margins of error (Yamane, 1967).

The formula is given by:

N
- 1
"TTN@) @
Whereby:
n = number of surveyed SME suppliers;
N = total population size (in this case, N = 459); and
e = margin error (¢ = 0.05)
Therefore:
4
"= o ©
1+ 459(0.052)
459
"= 1475 ®
n = 213.737 )

3.2 Sampling design and data collection

Therefore, the total number of 214 SME suppliers (from approximated value of equation (4))
was included in our study. Also, the simple random sampling technique selected 214
respondents from 459 SME suppliers through a lottery technique. It should be noted that each
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sampling (Bryman and Bell, 2011). Thus, the techniques ensured that no biases in the
selection of units of inquiry. We collected cross sectional data between early October 2021 and
mid-December 2021 from managers of surveyed SMEs. Therefore, each manager at the
selected SME was asked to fill out the structured questionnaire. The self-administered
questionnaires were employed as it is relative cheap and do not include the interviewer effects
when respondents are filling them (Bryman and Bell, 2011).

3.3 Measurement of study variables

Measurement items adapted from previous studies were employed in this study. The variable
EXDI between public buyers from public procuring organisations and SME suppliers was
measured in only three items from Le et al (2018) and Sweeney e al (2014). PERH was measured
in four items from Asada and Ko (2016) and Sweeney et al. (2014), and TRUS was measured in
four items adapted from Asada and Ko (2016), Le et al (2018) and Ohanian (1990). Also, the
measurement items for WMMD were adapted from Sweeney et al (2012), and the perceived
usefulness of WOM messages (PUWM) was regarded as the influence of the WOM message or
WOM effect, and three items were adapted from Asada and Ko (2016), Hao et al. (2010) and Le
et al. (2020). On the other hand, these measurement items were modified to account for the general
purpose of the study, the specific nature of SME suppliers and the public procurement context in
Tanzania. Finally, survey data was collected for all main variables in a 5-point Likert scale.

3.4 Data analysis

The analysis of the data was conducted through SEM. It is a multivariate technique that
integrates the observed variables (measuring) and unobserved variables (latent) (Ryan, 2020,
Smeda et al, 2018). It combines the simultaneous performance of diverse multivariate methods,
for instance, factor analysis and regression analysis. In addition, SEM accommodates
quantitative measures and behavioural measures such as perceptions, opinions and feelings
(Babin and Svensson, 2012). SEM included two components in this study, namely the
measurement and structural models. First, the measurement model was done by confirmatory
factor analysis (CFA). The pattern of observed variables for the latent construct hypothesised
models of EXDI, TRUS, PERH and WMMD between public procuring organisations and SME
suppliers was portrayed. Through CFA, reliability and validity were determined by using factor
loadings and average variance extracted (AVE). Secondly, SEM employed regression analysis
to test the developed hypotheses and determine the influence of WOM attributes on the message
delivery and perceived usefulness of WOM. Furthermore, the PROCESS macro as
recommended by Hayes (2018) was used to test the mediating effect of WMMD on the
relationship between the attributes of WOM and PUWM.

4. Results

4.1 General characteristics of respondents

As shown in Table 1, there are 31 (14.5%) SME supplier managers who are between the ages
of 25 and 36 years, 125 (58.4%) who are between the ages of 37 and 48 years, and 58 (27.1%)
who are beyond the age of 48 years. Furthermore, according to the statistics, 50 (23.4%) and
164 (76.6%) of those who answered the survey had completed their secondary and college
level of education, respectively. Thus, they can effectively process information from public
procurement tendering processes and WOM messages. Meanwhile, the study revealed that
most surveyed SME suppliers provide furniture, consumables and office equipment,
accounting for 184 (86%) SME suppliers. These items are mostly considered important
common use items (CUIS) in the public procurement environment of Tanzania.
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Table 1.
Respondents’ general
characteristics

Items Frequency Percentage (%)

Age of manager of SME supplier

25-36 years 31 145
37-48 years 125 584
49+ years 58 27.1
Total 214 100
Level of education

Secondary level 50 234
College level 164 76.6
Total 214 100
Type of SME suppliers

Furniture suppliers 91 425
Motor vehicle and spare parts suppliers 12 5.6
Consumable and office equipment 93 435
Food and refreshments 12 5.6
Kitchen appliances 6 2.8
Total 214 100

Source(s): Survey data (2021)

4.2 Preliminary analysis

To examine the internal consistency reliability, Cronbach’s alpha coefficients were used,
under which values of 0.7 and above were considered to be reliable (Tavakol and Dennick,
2011). Table 2 shows that all the constructs have values above the threshold, and hence
internal consistency was considered to be achieved. Construct reliability that assumes values
of 0.7 and above was achieved as all values of the study constructs were above 0.7 (Hair et al.,
2011). Also, convergent and discriminant validity were achieved after running the CFA,
under which the values of AVE were considered within the range. Convergent validity is
achieved when the value of AVE is greater than 0.5. Results in Table 2 show that all AVE
values are within an acceptable range (furthermore, factor loadings from all measured items
are above 0.5; see Figure 1 and Table 2). On the other hand, discriminant validity was
achieved as the square roots of AVE of all variables in the diagonal element (italicised values
in Table 3) were greater than the correlation between variables (Fornell and Larcker, 1981).
Moreover, the value of maximum shared variance (MSV) for each construct was less than the
value of its respective AVE, indicating that discriminant validity was achieved (see Table 3)
(Fornell and Larcker, 1981). Results on the CFA show that CMIN/DF (chi-square fit statistics/
degree of freedom) = 1.332, CFI (comparative-of-fit index) = 0.980, TLI (Tucker-Lewis
index) = 0.975, IFI (incremental fix index) = 0.980, RFI (relative fit index) = 0.908, NFI
(normed fix index) = 0.925, GFI (goodness-of-fit index) = 0.925, and RMSEA (root mean
square error of approximation) = 0.039. These model fit indices from the CFA are within an
acceptable range (Fabrigar ef al, 1999; Hooper et al., 2008).

4.3 Structural model and testing of hypotheses

Path analysis was used in this study to evaluate and validate the proposed structural model, as
well as to evaluate the relationship between the variables of the study (see Figure 2). The model fit
indices are CMIN/DF = 1.441, CFI = 0972, TLI = 0967, IFI = 0972, RFI = 0.900, NFI = 0915,
GFI = 0914, RMSEA = 0.046, which indicate the adequacy of the structural model goodness of
fit (Hooper et al, 2008). Therefore, the results support the proposed structural model, and as a
result, the model has been accepted. Using path analysis, we established the structural
relationship and tested the first four study hypotheses we had developed.



Cronbach  Construct

Constructs/Indicators Loadings AVE alpha reliability
Expertise differential (EXDI) 0.654 0.842 0.849
. I describe the person who provided me this 0.745

information as an expert (EXDII)
. I describe the person who provided me the 0914

information as experienced (EXDI2)
. I describe the person who gave me information 0.756

as knowledgeable (EXDI1)
Perceptual homophily (PERH) 0.558 0832 0.834
. We share a similar outlook on life, both me and 0.665

the person who gave me the message (PERH1)
. We have similar likes and dislikes, both me and 0.729

the person who gave me the message (PERH2)
. We share common interests, both me and the 0.856

person who gave me the message (PERH3)
. We share a similar experience, both me and the 0.726

person who gave me the message (PERH4)
Trustworthiness (TRUS) 0.541 0.824 0.825
. The person who provided me the message was 0.718

honest (TRUS1)
. The person who provided the message was 0.688

reliable (TRUS2)
. The person who provided the message was 0.789

sincere (TRUS3)
. The person who provided the message was 0.746

trustworthy (TRUS4)
WOM message delivery (WMMD) 0.765 0.927 0.929
. The received message was delivered in a reliable 0.820

manner (WMMD1)
. The received message was delivered in a 0.861

friendly manner (WMMD?2)
. The received message was informatively 0937

(WMMD?3)
. The received message was delivered in a 0.877

descriptive way (WMMDA4)
Perceived usefulness of WOM (PUWM) 0.709 0.876 0.879
. My decision to participate in public procurement 0.819

opportunities was influenced by the provided

recommendation (PUWM1)
. The message mentioned useful things that I had 0.901

not thought of when participating in public

procurement opportunities (PUWM2)
. I was able to participate in public procurement 0.803

opportunities thanks to the recommendation I
received (PUWMB3)

Source(s): SPSS output
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Table 2.
Measurements of
constructs, factor

loadings, AVE,
reliability and validity

4.3.1 Expertise differential and WOM message delivery. The study hypothesised that HI:
EXDI between public buyers and SME suppliers significantly influences WMMD. Results
presented in Table 4 show that the EXDI between public buyers (senders) and SME suppliers
(receivers) is statistically significant and positively related to WMMD (8 = 0.198, p = 0.020).
A unit increase in EXDI between the parties (public buyers and suppliers) increases WMMD

by 19.8%.
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Figure 1.
The CFA for study
constructs

Table 3.
Discriminant validity
(Fornell-Larcker
criterion)
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AVE MSV EXDI PERH TRUS WMMD PUWM
EXDI 0.654 0.030 0.809
PERH 0.558 0.073 0.033 0.747
TRUS 0.541 0.197 0.035 0.270 0.736
WMMD 0.765 0.257 0.172 0.258 0.444 0875
PUWM 0.709 0.257 0.158 0.208 0.419 0.507 0.842
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Relationships between study variables Estimate SE. CR. P
WMMD - EXDI 0.198 0.085 2.322 0.020
WMMD - PERH 0.209 0.088 2.380 0.017
WMMD - TRUS 0.665 0123 5.391 ook
PUWM - WMMD 0455 0.065 6948 ook

Note(s): *** denotes p < 0.001
Source(s): SPSS output
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Figure 2.
Structural model for
study variables

Table 4.

Regression weights for
relationships between
study variables

4.3.2 Perceptual homophily and WOM message delivery. Also, “H2: PERH between public
buyers and SME suppliers significantly influences WMMD” is accepted as results in Table 4
show that the relationship between PERH and WMMD is positive and significant (8 = 0.209,
p = 0.017). WMMD goes up by 20.9% for every unit of increased PERH between public
buyers and SME suppliers.

4.3.3 Trustworthiness and WOM message delivery. The hypothesis that states that “H3:
TRUS between public buyers and SME suppliers significantly influences WMMD” is accepted
(B = 0.665, p < 0.001). This means that if SME suppliers on the WOM make public buyers
more trustworthy by one unit, the WMMD goes up by about 66.5%.

4.3.4 WOM message delivery and the perceied usefulness of WOM. Table 4 shows that
WMMD is significantly and positively related to PUWM (8 = 0.455, p < 0.001). This result
implies that the hypothesis “H4: WMMD between public buyers and SME suppliers
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Table 5.

Direct and indirect
effects of study
variables

significantly influences the perceived usefulness of WOM” is accepted. As a result, a unit
increase in WMMD increases PUWM by 45.5%.

4.3.5 Testing of mediation effect. A simple mediation was conducted to test H5: WOM
significantly mediates the relationship between WMMD and the perceived usefulness of
WOM, whereby EXDI, PERH and TRUS were aggregated to formulate a new score for WOM
attributes regressed to WMMD and PUWM. Results presented in Table 5 show the direct and
indirect effects of the variables under study. So, to determine the indirect effects through the
mediator variable of the study (WMMD), bootstrap confidence intervals were estimated
based on 5,000 bootstrap samples.

In the first regression, WOM attributes as a variable are statistically significant and have
a positive relationship with WMMD (8 = 0.7598, p < 0.001). So, the value of # = 0.7598 shows
that WOM attributes have a direct effect on WMMD in the path model. Both WOM attributes
(B = 03042, p = 0.0083) and WMMD (B = 0.4046, p < 0.001) are statistically significant and
positive predictors of PUWM in the second regression. Therefore, the values of § from both
variables present direct effect on PUWM within the path model.

Furthermore, bootstrap and confidence intervals were used to ascertain the indirect effect. As
a result, the unstandardized indirect effect (0.3074) of WMMD is obtained (the product of 0.7598
and 0.4046) from the previous two models. Furthermore, with the bootstrapping confidence
intervals ranging from BootLLCI = 0.1796 to BootULCI = 0.4516. Since the produced bootstrap
confidence intervals are entirely above zero, it indicates a statistically significant and positive
indirect effect (0.3074, BootCI 0.1796 to 0.4516) of WMMD to support the mediation of WMMD
on the relationship between WOM attributes and PUWM.

5. Discussion and conclusion

The primary purpose of this study was to examine how the concept of WOM is useful in the
context of SME suppliers’ participation in public procurement. The purpose of the study was
to contribute to the growing body of empirical research on the concept of WOM in marketing
and usefully in other fields (Amani, 2022a; Lisjak et al,, 2021; Zhang et al., 2022) and adding to
the nature of market interactions between public buyers and suppliers (Holma ef al., 2022).
This was accomplished by including SME suppliers in the context of public procurement in
Tanzania. The current study produces interesting conclusions regarding the concept of
WOM. EXDI, PERH and TRUS as important attributes of WOM relate to WMMD and later to
PUWM. Getting SME suppliers involved in public procurement could help public
procurement practitioners and researchers who want to learn more about how information
is shared and how SME suppliers are involved in public procurement.

Structural path Unstandardized coefficients ~ Standardised coefficients P 95% CI

Direct effects

WOMAttr—WMMD 0.7598 0.4067 wekk(.5287-0.9909

WOMAttr—PUWM 0.3042 0.1714 0.0083  0.0790-0.5294

WMMD—-PUWM 0.4046 0.4260 Hik 0.2841-0.5252
Effect BootSE BootLLCI BootULCI

Indirect effects

WMMD 0.3074 0.0699 0.1796 04516

Note(s): *¥** denotes p < 0.001
Source(s): SPSS output
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in the level of communication in the form of information sharing among customers in relation
to their personal experiences after using the product or service, the findings from this study
focus on SMES’ role in public procurement. As a result, the findings of this study can have a
variety of benefits, one of which is that they can provide an avenue for procurement
practitioners to facilitate the sharing of necessary information through the provision of
positive WOM, thereby enabling suppliers to participate in public procurement
opportunities. Second, because studies on WOM in public procurement are scarce, this
study can provide empirical evidence for theoretical development, particularly by extending
the applicability of prospect theory in public procurement in the Tanzanian context, and in
precise by demonstrating that it can be applied to WOM concerning SME suppliers in public
procurement. Considering that individuals in SME suppliers in public procurement react
differently depending on how valuable they believe WOM is, the theory contributes to
empirical evidence in understanding why perceived advantages are favoured over losses.
According to the study’s findings, the EXDI, PERH and TRUS between public buyers and
SME suppliers improve the perceived gains for high-quality message delivery and, as a
result, the perceived usefulness of WOM from the receiver’s point of view.

The study conducted by Amani (2022a) revealed that WOM determinants significantly
determine the WMMDfor the choice of pursued university degree among undergraduate
students. Also, the message delivery determines the perceived usefulness of WOM among the
surveyed students. Though the results from this study align with our findings, this study was
conducted in a different context (higher learning institutions in Tanzania). The context is
different because we conducted the study on the influence of WOM attributes on the WMMD
and also the influence of WMMD on the perceived usefulness of WOM. The study was
conducted in the context of public procurement in Tanzania, where there is scant evidence for
the application of WOM due to regulatory constraints. Through the use of WOM, the study
contributes to the on-going debate in Tanzania about the participation of SMEs in public
procurement (Israel and Kazungu, 2019; Panga and Kazungu, 2015).

Therefore, the uniqueness of our study is in the context under which it was conducted. The
study cemented the application of WOM in the context of public procurement to SME suppliers.
Since WOM is considered a form of referral communication among members, this study
suggests that suppliers can receive information that makes them refer to a certain public
procurement opportunity that is advertised. The use of reference information is important in
business and specifically in marketing, as reference information has been associated with the
decision-making process (Salminen and Moller, 2004). Hence, our findings pave the way for the
applicability of WOM to the involvement of SME suppliers in public procurement.

This study emphasises that SME suppliers are more likely to participate in public
procurement tenders when they perceive that information from public buyers is positive
towards their quest. Information sharing between public buyers and suppliers is paramount
(Callens et al, 2022; Changalima ef al,, 2021a). These studies support the findings of our study as
they highlight the importance of information sharing between public buyers and SME suppliers.
In a similar context, WOM communication is considered a form of information sharing between
people (Lee et al, 2013; Sweeney et al, 2008), sometimes excluding formal communications
(Mehrad and Mohammadi, 2017). The results of the current study give people who work in
public procurement a way to make it easier for SMEs to get the information they need through
positive WOM so that they can take part in public procurement opportunities.

6. Theoretical implications
We investigated the perceived usefulness of WOM in increasing the participation of SMEs in
Tanzanian public procurement opportunities. Therefore, this study contributes to the existing
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literature on the participation of SMEs in public procurement opportunities (Akenroye et al,
2022; Liu et al, 2020; Di Mauro ef al, 2020; Orser et al, 2021; Soong et al., 2020) and how suppliers
and buyers interact in public procurement (Changalima et al, 2021a; Holma et al,, 2022; McKevitt
and Davis, 2014). Furthermore, our findings contribute to the growing body of literature on the
application of the WOM concept from marketing to other disciplines.

This study was done in Tanzania to find out how important WOM is to SME suppliers
when it comes to making decisions related to public procurement participation. This adds to
the already existing body of knowledge about WOM (Amani, 2022a; Farzin and Fattahi, 2018;
Le et al, 2018, 2020; Makvandi and Farzin, 2022; Segota et al., 2021; Siddiqui et al, 2021).
Prospect theory emphasises the decision-making process, which is based on choosing
between options and can be influenced by biases. Our findings contribute to the theory by
demonstrating how WOM can help SMEs decide whether or not to participate in public
procurement opportunities. When competing for public procurement opportunities, SMEs
can make better decisions if public buyers share information with them effectively.

7. Managerial implications

In general, the current study has important managerial implications in the context of public
procurement for both suppliers and buyers. Managers of SMEs who participate in public
procurement opportunities should consider the information obtained from public buyers
during the procurement process, both formal and informal. Our findings suggest that using
WOM marketing in the context of public procurement can help achieve this. Public buyers
from public procuring organisations should also make sure that they are sharing the
necessary information with willing suppliers. Similarly, information about available public
procurement opportunities can be disseminated at official and unofficial gatherings where
such information is made available.

It is suggested that procurement practitioners interact with suppliers in a way that does
not detract from the overall goal of public procurement in this context. Therefore, extreme
caution should be exercised to ensure that these interactions and gatherings do not have a
negative impact on the legal framework in question. Furthermore, as revealed in previous
studies, WOM is also advantageous and is considered a new form of advertising. Therefore,
using WOM can help to resolve the problem of a lack of competitive bids and a smaller
number of participants, particularly for SMEs in public procurement opportunities. Public
organisations can make sure that SMEs are well represented in the bidding process by
spreading information and encouraging them to bid by spreading positive WOM to them.

8. Limitations and future research suggestions
Even though we successfully achieved the overall goal of our study, it has some limitations
that need to be addressed. The use of cross-sectional research design limited our study in
terms of its impossibility of determining whether collected opinions persist over time as we
collected cross-sectional survey data. Additionally, we investigated the receiver perspective
of WOM, in which SME suppliers who only supply CUIS (furniture, motor vehicle and spare
parts, consumables and office equipment, food and refreshments, and kitchen appliances)
were contacted to obtain information about their opinions on the subject. Although we
attempted to reach as wide a range of representatives as possible in the survey areas, we
could not do so due to a lack of reliable data, limiting the number of participants in our sample.
In this regard, future research should emphasise the application of longitudinal studies to
establish the consistency of estimations taken over a given period, as previously stated. This
may provide important findings to supplement the current study’s findings in areas where
the current study’s findings are limited. Furthermore, as our study centres on the receiver’s



perspective, future research can be done by considering opinions from the sender’s Unravelling the

perspective (public buyers). This may provide an avenue for obtaining opinions from the
sender on the applicability of WOM in public procurement. Future studies could focus on
involving tenderers for the procurement of works, primarily large construction firms that
participate in procurement for works by public procuring organisations in the context of
construction projects, to broaden the range of bidders in the field. Furthermore, other studies
may look at suppliers of different lines of products than those we contacted during the data
collection period.
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