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Impact of Promotional Strategies on Consumer
Buying Behaviour for Apparels
Pooja Kunwar*
Hrudanand Misra**
Abstract
One of the basic necessities of human being is apparel. This basic necessity to cover the body has
leaped to fashion and lifestyles with growing advancement in human civilization. Apparel is a highly
symbolic product category due to its high visibility. The Apparel Industry reflects people’s lifestyles and
shows their social and economic status (Bhanot S, 2013). Consumer behavior is associated with the
culture and economy of a country. There is a need to research on the buying behavior of consumers in
organized retail market, as they play the pivotal role to bring the success of any business.
Consumers’ buying behavior has drawn a considerable attention of the earlier researchers. Its impact
on designing marketing strategies also became the part of a sizeable number of studies. Recurrent
change in lifestyle also dictates a continuous variability in the fashion preference of consumers giving
organized retailers a wide scope of opportunity to appear with newer fashion apparels. Various factors
like increasing family income, changing lifestyle, development of information technology, working women
and increasing promotional strategies have led to changing consumer behavior. In view of the immense
and colorful growth of apparel segment at such rapid pace, the proposed study is intended to keep
confined only to the organized apparel retailing. The study aims to assess the impact of promotional
strategies on consumer buying behavior for apparels bought from organized retail stores. It will help in
understanding the promotional strategies, which influence the consumer decision making process.
The study was conducted in 4 major cities of Gujarat which are Ahmedabad, Surat, Vadodara and
Rajkot. The study will also make a contribution towards a comprehensive understanding of the Indian
apparel retail market.
Keywords: Promotional Strategies, Consumer Buying Behavior, Retail, Apparels

Introduction
Consumer behavior research is the scientific study of
the processes consumers use to select, secure, use and
dispose of products and services that satisfy their needs.
Knowledge of consumer behavior directly affects
marketing strategy (Anderson et al. 2005). This is
because of the marketing concept, i.e., the idea that
firms exist to satisfy customer needs (Winer, 2000).
Firms can satisfy those needs only to the extent that
they understand their customers. For this reason,
marketing strategies must incorporate knowledge of
Pooja Kunwar*
Research Associate, Gujarat Technological
University, Ahmedabad
Hrudanand Misra**
Director, Technical Campus, TMES Institute of
Management & Computer Studies, Surat

consumer behavior into every facet of a strategic
marketing plan (Solomon, 2002). The human behavior
is complex, full of controversies and contradictions
and comes as no surprise to marketing academicians
as well as practioners. There is a widespread recognition
that consumer behavior is the key to contemporary
marketing success (Hawkins et al., 2003). Consumer
behavior has been legitimized in marketing for it
provides the conceptual framework and strategic
thinking for carrying out successful segmentation of
markets (Schiffman and Kanuk 2000).

Introduction - Retail Industry
India is one of the important retail markets for global
retailers. Other than the fact that it one of the biggest
economies of the world, its demographics also work
in its favor. India’s retail sector has been undergoing
structural changes for the last two decades. Shopping

malls, lined with specialty retailers, started dotting the
retail markets of the country’s top cities during mid1990s. Since then, the ‘mall culture’ gradually pervaded
the population, especially in the metros and minimetros, heralding the beginning of the modern retail
movement in India (Knight-Frank 2016).
Khare (2011) in a research on “Mall shopping behavior
of Indian small town consumers”, studied that
consumers’ gender and age play an important role in
determining their attitude towards shopping in malls.
The influence of mall attributes such as décor, layout,
services, variety of stores, and entertainment facilities
must be considered while planning malls in smaller
cities as they have an effect on consumers’ buying
behaviour. The mall shopping behaviour of
metropolitan city shoppers should not be generalized
with that of shoppers in smaller cities.
Rajagopal (2008) in a research on “Point-of-Sales
promotions and buying stimulation in retail stores”
indicated that point-of-sales promotional programmes
have become the principal tool of retailing in Mexico
in order to acquire new customers and retain loyal
customers. The study found that loyal customers are
attracted to the store brands during the promotional
offers while new shoppers are price sensitive and are

attracted by the in-store ambience and sales
promotions and volume discounts.

Apparel Retail Sector in India
According to the recent report of Textiles, Government
of Gujarat (2017), the Indian apparel market was
valued at US$ 41 billion in 2013, and it is set to reach
US$ 64 billion and US$ 102 billion in 2018 and 2023
respectively. Growth in the Indian apparel segment is
bolstered through robust growth in the organized
apparel segment and entry of major global players such
as H&M, Zara and Marks & Spencer into the domestic
market. “India is the world’s second largest exporter
of textiles and clothing” (UN Comtrade data June
2014).
The Indian apparel retail is the fastest growing sector
among other sectors of Indian market and is expected
to sustain its growth in the coming years. According
to the Indian Apparel Market Current Status and
Future Outlook Report presented in the Indian Textile
Summit, 2012, organized retail in India is estimated
to grow five times to 150 bn by 2020. Also, among
various segments in retail industry, the apparel
dominated Indian organized retail, with 35 percent
share (Sahni H, 2012).

Figure 1.1: Share of Various Segments in the Retail Industry (%)

Source: Indian Apparel Market: Current Status and Future Outlook (Indian Textile Summit, Mumbai,
27th September , 2012)
The Organized Retail market stood at Rs.96, 500 crore
in 2008. The industry has grown at a CAGR of 36
percent between 2004 and 2008. This growth was
4

mainly driven by changing lifestyles, rising disposable
incomes, favorable demographics, and easy credit
availability, etc (NSDC, nd).
IITM Journal of Management and IT

Source: India Retail Report and IMa CS analysis28,000
The apparel retail industry of India derives its strength
from the high degree of vertical integration of the
industry. It is estimated that the US $45 billion Indian
fashion apparel market will grow at a CAGR of 10 per
cent to touch US $122 billion by 2025. The promising
growth opportunities of fashion retail in India come
with its own set of issues and challenges. The most
daunting challenges for fashion retail in the country
include rapidly changing customer demands,
infrastructural bottlenecks, a complex tax regime,
inherent heterogeneity of the market, supply side
limitations and shortage of skilled manpower. With
population more than 1.25 billion, India fosters variety
cultures, geographies and regional trends which
inherently promote heterogeneity of Indian retail
market. This forces apparel retailers to search for local
optima in their business strategy. To add the
complexity, consumer groups in these heterogeneous
markets are evolving continuously owing to increasing
exposure to fashion trends and rising income level
(Amit and Chhillar ; 2016).
Prominent Indian Retailers: Chopra (2011) studied
the prominent Indian retailers. These are Future Group
with subbrands Pantaloons, Central, Big Bazaar, Planet
Sports, Home Town, e-Zone, Aadhaar, Future
Generali, Future Mediap, Blue Foods, Spaghetti
Kitchen, Noodles Bar, The Spoon etc., K. Raheja
Group with: Shopper’s Stop, HomeStop, Desi Cafe,
Hypercity, Inorbit, Brio etc., Reliance Retail with
Reliance Fresh, Reliance Digital, Reliance Mart,
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Reliance Timeout, Reliance Trends, Reliance Jewels,
Reliance Autozone, Reliance Wellness etc., Tata Group
with Trent, Westside, Star Bazaar, Landmark, Fashion
Yatra, Croma, Titan, Tanishq etc., RPG Group with
Spencer’s Retail, Aditya Birla Group’s Trinethra, more,
more. MEGASTORE, Vishal Group’s Vishal
Megamart etc.

Literature Review
Promotion is a tool that is used by the retailers to invite
consumers to purchase more. Various promotional
strategies are used by the retailers to attract the
customers to increase their sales. “The impact of sales
promotion on consumer buying behavior has been
widely stated in many researches and studies, they have
shown that there are a lot of factors can effect consumer
buying behavior, either to buy or not” (Nagar, 2009;
Smelser and Baltes, 2001).
Sanad (2016) in his paper aims to make a
comprehensive review of factors affecting purchaser
decision towards apparel and textile products. Research
studies concerned with factors having impact on
marketing of textile products including apparel and
fashion products were reviewed. These factors include
different cultural, social, personal, psychological and
environmental aspects
Sahney (2016) in a study, “A study on consumer buying
behaviour towards branded retail outlets in India”, tries
to find out the preference of the customer towards
organized retail sector and how customer behaves at

5

the time of product purchase. The study shows that
some of the specific elements like product information,
customer involvement, atmosphere, customer
attributions and choices play important roles during
various stages of the customer decision process. So
customer are now showing preference for shopping
malls, enable them to shop variety of products under
one roof with shopping experience in term of ambience
and entertainment.
Sheek Meeran, Ranjitham (2016) ascertained the
branded apparel most preferred by respondents and
to examine customer’s perception towards retail
garments showrooms and factor they considered to
choose a particular retail garments showroom for their
shopping in Tirunelveli Hub. The study reveals that
Raymond, Peter England, and John player remains the
top three branded apparels preferred by the
respondents. It is clear that most of the shoppers on
branded apparel were highly influenced by the factors
such as durability, reference groups, wider choice of
colour and design, attractiveness, price range and
celebrity endorser.
Rajiv et al. (2002) in a research on “Asymmetric store
positioning and promotional advertising strategies:
Theory and evidence” examined the role of
promotional strategies for stores that vary in their
quality positioning in competing for customer. The
key analysis done by the researchers showed that a
stores quality positioning impacts its frequency of
promotional advertising and the depth of the discount
that it offers during “sale”. Specifically, relative to the
low-service store, the high service store offers advertised
sales more frequently but with shallower discounts.
Banerjee (2009), in a study on “Effect of product
category on promotional choice: comparative study
of discounts and freebies” suggested that promotion
type influences the rate of increase in market demand
and is product category dependent. Consumers try to
rationalize the promotion that is offered by the
product. Hence promotion type can influence the rate
of increase in market demand. The right combination
of product and promotion can be more effective in
enhancing sale. It would be prudent to decide on the
promotion type after taking in to consideration the
product category, its features and the target segment.

6

Promotional offerings, which can be readily converted
into monetary terms are more preferred to freebies but
in the long-run, they can affect the overall value of the
product. Retailer discount is preferred over advertised
discount but has a negative perception. Hedonic
freebies are least preferred; but have a higher perceived
value.
Jane Lu Hsu and Roxy Hsien-Chen Mo (2009) in a
research on “Consumer responses to incomplete
information in print apparel advertising”, concluded
that consumers who thought missing information in
print apparel advertising to be important tended to
find missing information from other sources like
media, word of-mouth, salespersons, and in stores.
Information search behaviour positively influenced
purchasing intentions. Consumers with higher levels
of involvement tended to pay more attention to
missing information and were more likely to search
information.
Aggrawal (2010) in his thesis on, “Impact of Consumer
Perception on Buying Behavior in Apparel Retail
Sector, with special reference to selected Indian cities”
found that nearly 95 percent of the respondents
believed that advertising is an effective medium of
creating positive perception for the brand among
consumers. So he recommended that retail apparel
companies should not definitely forget that good
advertising is necessary both for good brand image as
well as for customer consciousness and awareness. Also,
nearly 93 percent of the respondents agreed that sales
promotion does effect their positive perception towards
the brand in India. Hence, it was concluded that retail
apparel companies should invest heavily on sales
promotion techniques, especially the free goods and
gifts and visual merchandising.
Special discounts and promotions increase customers’
interest toward the store (Grewal D, Krishnan R, Baker
J, Borin N 1998). Chavadi and Shilpa S. Koktanur
(2010), tried to find out the various factors driving
customers towards shopping malls and consumer
buying response for promotional tools. They found
four major factors that drive the customers towards
the shopping malls. Those factors are product mix,
ambience, services and promotional strategies.
Customers consider fast billing, parking facility and
long hours of operations as prime services.
IITM Journal of Management and IT

Table 1.1: Literature : Key Findings
Sr.
No.

Author/s

Year

Key Findings

1

Mughal Aurangzeb, Asif Mehmood,
Ammar Mohi-ud-deen and Bilal
Ahmad

2014

The survey found that there was an insignificant
relationship between coupons and buying behavior.
On the other hand the buy-one-get-one free,
Physical surrounding has a significant relationship
with the purchasing behavior.

2

Ghafran Ashraf

2014

The study confirmed that consumers buying
behavior and sales promotion can be motivated
through various kinds of elements, including
promotion techniques such as free samples, price
discounts, social surroundings and physical
surrounding.

3

Aggrawal Amit

2010

Nearly 93 percent of the respondents agreed that
sales promotion does affect their positive perception
towards the brand in India.

4

Chavadi and Shilpa S. Koktanur

2010

The study found four major factors that drive the
customers towards the shopping malls which were
product mix, ambience, services and promotional
strategies

5

Banerjee Subhojit

2009

Promotional offerings which can be readily
converted into monetary terms are more preferred
to freebies but in the long-run, they can affect the
overall value of the product. Retailer discount is
preferred over advertised discount but has a negative
perception.

6

Das and Kumar

2009

The study shows that promotion plays a limited
role on consumers buying behavior where only small
percentage of people are attracted to such sales
promotion and wait for it.

7

Rajagopal

2008

The study found that loyal customers are attracted
to the store brands during the promotional offers
while new shoppers are price sensitive and are
attracted by the in-store ambience of sales
promotions and volume discounts.

Huddleston, Whipple, and VanAuken

2004

The research identified promotions, location,
variety and service as key loyalty factors that affect
store patronage by customers.
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7

Sonia (2008) conducted a study on customers’
perception towards mega marts in Ludhiana. The
author highlighted that customers preferred a
particular mega mart due to its convenience in terms
of space, product range, billing system, multiple
choice, etc., and location at an easy approach and
safety. She concluded that customers preferred cash
discount offers, followed by free gifts and financing
facility. Quality and discount were the most important
factors in influencing customers’ decision to purchase.
According to Ashraf (2014), their study confirmed that
consumers buying behavior and sales promotion can
be motivated through various kinds of elements,
including promotion techniques such as free samples,
price discounts, social surroundings and physical
surrounding.

The given table 1.1 shows major research work done
by different authors and the key findings of their work.

Research Methodology:
The present research has been conducted in the four
cities of the state of Gujarat.The research design of
the present study is descriptive. According to Malhotra
and Dash (2009), descriptive research design describe
the characteristics of relevant group, is more
appropriate in estimating the percentage of units in a
specified population showing certain behavior,
determining the perception of product characteristics,
degree of association between various marketing
variables and making specific predictions. Descriptive
research is characterized by the prior formulation of
specific hypotheses.

Table 1.2: Methodology of the Study at a Glance
Particulars

Consumer Survey

Research Design

Descriptive research design

Target Population

Organized apparel retail sector consumers of Gujarat State

Selected cities

Ahmedabad, Surat, Vadodara and Rajkot

Sampling Unit

Individuals – apparel consumers

Sampling technique

Convenience Sampling

Sample Size

600 Respondents

Citywise sample size

150 per city

Data Collection Method

Mall Intercept Method

Data Collection Instrument

Structured Questionnaire

A close-ended structured tool was designed to
interview the consumers. Based on the objective of
the research, the questionnaire was designed. A fivepoint Likert-type scale ranging from ranging from least
preferred or strongly disagree to most preferred or
strongly agree was used.
Promotional strategies are used by the retailers to invite
consumers to purchase more. Sales promotions consist
of a huge variety of temporary planned promotion
tools which plan is generating a preferred response
from the consumer (Gilbert and Jackaria, 2002).
Different types of promotion tools and promotion
strategies are utilized by the marketers so that they can
know consumer first choice and boost their sales.
8

H1: There is Significant Impact of Demographic
Variables on the Promotional Strategies for Buying
Apparels from Organized Retail Outlets.
Kotler (2005) discovered that promotions have become
a critical factor in the product marketing mix which
consists of the specific blend of advertising, personal
selling, sales promotion, public relations and direct
marketing tools that the company uses to pursue its
advertising and marketing objective.
The factor - wise break-up of hypothesis 1 in relation
to the demographic variables are as follows:

Independent Variable:- Gender
H1.1 - There is statistically significant impact of gender
IITM Journal of Management and IT

on celebrity endorsement for buying apparels from
retail outlets.

occupation on celebrity endorsement for buying
apparels from retail outlets.

H1.2 - There is statistically significant impact of gender
on number of end of season sales for buying apparels
from retail outlets.

H1.14 - There is statistically significant impact of
occupation on number of end of season sales for buying
apparels from retail outlets.

H1.3 - There is statistically significant impact of gender
on product knowledge of festive promotions (Diwali,
Christmas etc) for buying apparels from retail outlets.

H1.15 - There is statistically significant impact of
occupation on product knowledge of festive
promotions (Diwali, Christmas etc) for buying
apparels from retail outlets.

H1.4 - There is statistically significant impact of gender
on friendliness of Loyalty card programme for buying
apparels from retail outlets.

Independent Variable:- Age Group
H1.5 - There is statistically significant impact of age
group on celebrity endorsement for buying apparels
from retail outlets.
H1.6 - There is statistically significant impact of age
group on number of end of season sales for buying
apparels from retail outlets.
H1.7 - There is statistically significant impact of age
group on product knowledge of festive promotions
(Diwali, Christmas etc) for buying apparels from retail
outlets.
H1.8 - There is statistically significant impact of age
group on friendliness of Loyalty card programme for
buying apparels from retail outlets.

Independent Variable:- Education
H1.9 - There is statistically significant impact of
education on celebrity endorsement for buying
apparels from retail outlets.
H1.10 - There is statistically significant impact of
education on number of end of season sales for buying
apparels from retail outlets.
H1.11 - There is statistically significant impact of
education on product knowledge of festive promotions
(Diwali, Christmas etc) for buying apparels from retail
outlets.

H1.16 - There is statistically significant impact of
occupation on friendliness of Loyalty card programme
for buying apparels from retail outlets.

Independent Variable:- Annual Family Income
H1.17 - There is statistically significant impact of
annual family income on celebrity endorsement for
buying apparels from retail outlets.
H1.18 - There is statistically significant impact of
annual family income on number of end of season
sales for buying apparels from retail outlets.
H1.19 - There is statistically significant impact of
annual family income on product knowledge of festive
promotions (Diwali, Christmas etc) for buying
apparels from retail outlets.
H1.20 - There is statistically significant impact of
annual family income on friendliness of Loyalty card
programme for buying apparels from retail outlets.
Data collected from 600 consumers was tabulated and
analysed. The results of the study has been presented
into two sections, viz., (1) Demographic profile of the
consumers & (2) Impact of promotional strategies
affecting the consumer buying behavior for apparels

Demographic Profile of the Consumers

H1.12 - There is statistically significant impact of
education on friendliness of Loyalty card programme
for buying apparels from retail outlets.

In this section, an attempt is being made to study the
demographic profile of 600 respondents interviewed
by gender, age, education, occupation and by annual
family income. Such an analysis helps in understanding
the socio-economic background characteristics of the
respondents and helps in category-wise comparison.

Independent Variable:- Occupation

Gender Wise Distribution of the Respondents

H1.13 - There is statistically significant impact of

Total 600 consumers were interviewed, 150 from each
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Table 1.3: Gender Wise Distributions of the Respondents
Gender

Number

Percent

Male

328

54.7

Female

272

45.3

Number of respondents

600

100.0

selected city. TABLE 1.3 shows that out of total sample,
328 (54.7 percent) were males and 272 (45.3 percent)
were females. The male-female percentages of the
present study are close to that of urban population of
Gujarat as per Census 2011. Out of total 25745083
population in urban Gujarat, 53.2 percent are males
and 46.8 percent are females (Census Info India 2011).

Age Group wise Distribution of the
Respondents
In the questionnaire, the age-group was divided into

five categories, viz., below 18 years, 18-24 years, 2534 years, 35-44 years and 45-60 years. These age- group
categorization was done considering changeable
apparel choice within a gap of nine years. TABLE 1.4
shows that most of the consumers interviewed
belonged to the age group 35-44 years (66.2 percent).
Other consumers belonged to the age groups 18-24
years (21.7 percent), below 18 years (8.5 percent), 2534 years (3.5 percent) and only one (0.2 percent)
belonged to the age group of 45-60 years. The average
age of the respondents was 33.3.

TABLE 1.4 Age group wise Distribution of the Respondents
Age group

Number

Percent

Below 18 years

51

8.5

18-24 years

130

21.7

25-34 years

21

3.5

35-44 years

397

66.2

45-60 years

1

0.2

Average age

33.3

Number of respondents

600

Educational Profiles of the Respondents
Literacy is considered as one of the main parameter of
human development. The categorization of the
educational background in the questionnaire was done
as up to class 12, Graduation, Post-graduation and

100.0

Others. As expected, majority of the respondents (83.5
percent) were either graduates (44.2 percent) or post
graduates (39.3 percent), since the data was collected in
upcoming malls of the cities. This was followed by those
studied up to class 12 (13.2 percent) (TABLE 1.5).

Table 1.5: Educational Profiles of the Respondents
Education
Up to 12
Graduation
Post-graduation
Others (technical, professional course)
Number of respondents

10

Number
79
265
236
20
600

Percent
13.2
44.2
39.3
3.3
100.0

IITM Journal of Management and IT

Table 1.6: Occupational Profiles of the Respondents
Occupation

Number

Percent

Private Service

113

18.8

Government Service

16

2.7

Student

170

28.3

Professional (self employed or freelancer)

11

1.8

Business

124

20.7

Others (Housewife, unemployed)

166

27.7

Number of respondents

600

100.0

Occupational Profile of the Respondents
Like education, occupation and family income are the
two important deciding demographic indicators for
purchasing apparels. TABLE 1.6 shows highest
percentage of the respondents was students (28.3
percent), 27.7 percent were housewives or
unemployed, 20.7 percent were engaged in business,
18.8 percent of the respondents were engaged in private
service, 2.7 percent of the respondents were
government employees and 1.8 percent of the
respondents were self-employed or freelancers.

Annual Family Income of Respondents
In order to identify the consumers on the basis of
purchasing affordability, they were categorized on the
basis of annual family income. Income is a vital factor

which Indian consumers have been found to be
sensitive about while shopping for apparels. But to
get correct information about family income in quick
market survey is perplexing. TABLE 1.7 shows that
the annual family income of highest percentage of the
respondents was below Rs.1,20,000/- (27.2 percent),
followed by 23.3 percent of the respondent’s family
income per annum was Rs.2,40,001/- to
Rs.4,80,000/-, 20.8 percent informed their annual
family income asRs. 4,80,001/- to Rs. 6,00,000/-, 15.7
percent belonged to the income category of
Rs.1,20,001/- to Rs.2,40,000/- and 13.0 percent of
the consumers interviewed belonged to the annual
family income category of above Rs.6,00,000/-. The
median annual family income of the respondents was
reported to be Rs. 2,40,001/- to Rs.4,80,000/-.

Table 1.7: Annual Family Incomes of Respondents
Family income per annum (in Rs)

Number

Percent

Below 1,20,000

163

27.2

1,20,001 to 2,40,000

94

15.7

2,40,001 to 4,80,000

140

23.3

4,80,001 to 6,00,000

125

20.8

Above 6,00,000

78

13.0

Median income per annum
Number of respondents
One Way ANOVA to Assess Impact of
Demographic Factors on Promotional Factors
Affecting Buying Behaviour: A one way between
group Analysis of Variance (ANOVA) was conducted
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2,40,001 to 4,80,000
600

100.0

to explore the impact of independent variables,
demographic factors namely gender, age, education,
occupation, and annual family income on dependent
variables, promotional factors namely, celebrity
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Table 1.8: Output of ANOVA of Gender and 4Promotional factors
Independent variable:
Gender
Dependent variables:
Q5.1 Celebrity
Between
Endorsement
Groups
Within
Groups
Total
Q5.2 End of
Between
Season Sales
Groups
Within
Groups
Total
Q5.3 Festive
Between
Promotions
Groups
(Diwali,
Within
Christmas etc)
Groups
Total
Q5.4 Loyalty
Between
card
Groups
Programme
Within
Groups
Total

Sum of
Squares
15.590

df
1

Mean
Square
15.590

692.384

598

1.158

707.973
.279

599
1

.279

581.981

598

.973

582.260
.107

599
1

.107

502.691

598

.841

502.798
1.354

599
1

1.354

726.245

598

1.214

727.598

599

F
13.465

Sig.
*.000

Hypothesis
Accepted/
Rejected
Accepted

.287

.593

Rejected

.127

.722

Rejected

1.115

.292

Rejected

*Significant at 5% level of significance
endorsement, end of season sales, festive promotions
(Diwali, Christmas etc) and loyalty card program.

strategies for buying apparels from the retail outlets,
thus, accepting hypothesis 1.1.

Output of ANOVA of Gender and 4 Promotional
factors: Promotion is the various promotional
techniques adopted by the retail stores to attract and
persuade customers. Many previous research studies
indicated that there is a significant positive influence
of promotional techniques on consumer buying
behavior (Balanga Gurunathan K and M.
Krishnakumar, 2013). In this study, promotional
factors are measured by the indicators namely,
Celebrity Endorsement, End of Season Sales, Festive
Promotions (Diwali, Christmas etc) and Loyalty Card
Programme. TABLE 1.8 shows the relationship
between gender and four factors of promotional
strategies. The table shows the significance value less
than 0.05 for celebrity endorsement (0.000). This
implies that gender has a statistically significant impact
only on celebrity endorsement of promotional

Output of ANOVA of Age Group and 4Promotional
Factors: TABLE 1.9 shows the relationship between
age group and four factors of salesmanship and
courtesy. The table shows the significance value less
than 0.05 for celebrity endorsement (0.000) and end
of season sales (0.001). This implies that age group
has a statistically significant impact on celebrity
endorsement and end of season sales variables of
promotional factors for buying apparels from the retail
outlets. Hence, hypothesis 1.5 and 1.6 has been
accepted.
Output of ANOVA of Education and 4 Promotional
factors: TABLE 1.10 shows the relationship between
education and four factors of promotional factors.
Except Festive Promotions (Diwali, Christmas etc),
the table shows the significance value less than 0.05
for three promotional factors. This implies that

12
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Table 1.9: Output of ANOVA of Age group and 4 Promotional factors
Independent variable:
Age group
Dependent variables:
Q5.1 Celebrity
Between
Endorsement
Groups
Within
Groups
Total
Q5.2 End of
Between
Season Sales
Groups
Within
Groups
Total
Q5.3 Festive
Between
Promotions
Groups
(Diwali,
Within
Christmas etc)
Groups
Total
Q5.4 Loyalty
Between
card Programme Groups
Within
Groups
Total

Sum of
Squares
35.582

df
4

Mean
Square
8.895

672.392

595

1.130

707.973
18.768

599
4

4.692

563.492

595

.947

582.260
4.536

599
4

1.134

498.263

595

.837

502.798
8.576

599
4

2.144

719.022

595

1.208

727.598

599

F
7.872

Sig.
*.000

Hypothesis
Accepted/
Rejected
Accepted

4.954

*.001

Accepted

1.354

.249

Rejected

1.774

.132

Rejected

*Significant at 5% level of significance
education has a statistically significant impact on the
promotional factors of Celebrity Endorsement (0.015),
End of Season Sales (0.000) and Loyalty card
Programme (0.14) for buying apparels from the retail
outlets. Hence, hypothesis 1.9, 1.10 and 1.12 has been
accepted.
Output of ANOVA of Occupation and 4
Promotional factors: Table 1.11 shows the
relationship between occupation and four promotional
factors. The table shows the significance value less than
0.05 for all the four promotional factors. This implies
that occupation has a statistically significant impact
on all the four promotional variables for buying
apparels from the retail outlets. Hence, hypothesis
1.13, 1.14, 1.15 and 1.16 have been accepted.
Output of ANOVA of Annual family income and
4 Promotional factors: Table 1.12 shows the
relationship between annual family income and four
promotional factors. Except Loyalty Card programme,
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the table indicates the significance value less than 0.05
for all three promotional factors. This implies that
annual family income has a statistically significant
impact on celebrity endorsement, end of season sales
and festive promotions (Diwali, Christmas etc.) (each
0.000) for buying apparels from the retail outlets.
Hence, hypothesis 1.17, 1.18 and 1.19 under the
independent variable annual family income has been
accepted.
The summary of break-up hypothesis under hypothesis
4, which have been accepted is shown in TABLE 1.13.

Findings of the Study:
Demographic Factors Influencing Consumer
Buying Behaviour
 Gender influence: Overall, majority of the
consumers visit the apparel retail stores, purchase
casual wears (78.0 percent). More females prefer
to purchase casual wear (80.1 percent) as
13

Table 1.10: Output of ANOVA of Education and 4 Promotional factors
Independent variable:
Education
Dependent variables:
Q5.1 Celebrity
Between
Endorsement
Groups
Within
Groups
Total
Q5.2 End of
Between
Season Sales
Groups
Within
Groups
Total
Q5.3 Festive
Between
Promotions
Groups
(Diwali,
Within
Christmas etc)
Groups
Total
Q5.4 Loyalty
Between
card Programme Groups
Within
Groups
Total

Sum of
Squares
12.238

df
3

Mean
Square
4.079

695.735

596

1.167

707.973
19.087

599
3

6.362

563.173

596

.945

582.260
3.296

599
3

1.099

499.502

596

.838

502.798
12.801

599
3

4.267

714.797

596

1.199

727.598

599

F
3.495

Sig.
*.015

Hypothesis
Accepted/
Rejected
Accepted

6.733

*.000

Accepted

1.311

.270

Rejected

3.558

*.014

Accepted

*Significant at 5% level of significance
compared to that of the males (76.2 percent).
Males were inclined towards purchasing formal
wear more (39.9 percent) than females (26.1
percent). This may be due to that, most of the
males, who are working need the formal wear to
maintain the office decorum.

prefer to purchase formal wear more than those who
were graduates (29.1 percent) and educational level
upto 12 (27.8 percent).

 Influence of Age group: Youngsters aged below
18 years and 18-24 years prefer to buy formal wear
(43.1 percent and 50.0 percent respectively) more
than the older age groups. This may be due to
that youngsters need formal wear for going to
educational institutions, to face interviews etc.

 Influence of Occupation: More than half of the
consumers who were engaged in services, both
private (57.5 percent) and government (50.0)
prefer to purchase formal wear followed by student
(35.3 percent). Since the service class consumers
and also the students need to maintain the office
and institutional decorum, their need influence
them to purchase formal wear besides casual for
regular wear.

 Influence of Education: It is pertinent in the present
study that higher educated consumers like post
graduates (38.1 percent) and others (technical,
professional course) (65.0 percent), who were in
either lucrative services or perusing professional
courses like management, mass communication etc.

 Influence of Family income: The present study
shows that the family income has influence in the
consumer buying behavior for apparels. The
purchaser of formal wear was found highest among
the respondents whose annual family income was
as high as Rs. 4,80,001/- to 6,00,000/- (52.8

14
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Table 1.11: Output of ANOVA of Occupation and 4 Promotional factors
Independent variable:
Occupation
Dependent variables:
Q5.1 Celebrity
Between
Endorsement
Groups
Within
Groups
Total
Q5.2 End of
Between
Season Sales
Groups
Within
Groups
Total
Q5.3 Festive
Between
Promotions
Groups
(Diwali,
Within
Christmas etc)
Groups
Total
Q5.4 Loyalty
Between
card Programme Groups
Within
Groups
Total

Sum of
Squares
59.632

df
5

Mean
Square
11.926

648.342

594

1.091

707.973
45.842

599
5

9.168

536.418

594

.903

582.260
21.310

599
5

4.262

481.488

594

.811

502.798
20.460

599
5

4.092

707.138

594

1.190

727.598

599

F
10.927

Sig.
*.000

Hypothesis
Accepted/
Rejected
Accepted

10.153

*.000

Accepted

5.258

*.000

Accepted

3.437

*.005

Accepted

*Significant at 5% level of significance
percent) and that of casual wear was highest among
those whose annual family income was as low as
Rs1,20,001/- to 2,40,000/- (86.2 percent).
Pearson Chi-Square test revealed that the demographic
factors such as gender, age, education and occupation
of consumers show significant influences in the
consumer buying behaviour for apparels.

Impact of Demographic Factors on Promotional
Factors Affecting Buying Behavior
 Gender has a statistically significant impact only
on celebrity endorsement of promotional strategies
for buying apparels from the retail outlets.
 Age group has a statistically significant impact on
celebrity endorsement and end of season sales
variables of promotional factors for buying
apparels from the retail outlets.
 Education has a statistically significant impact on
the promotional factors of celebrity endorsement,
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end of season sales and loyalty card programme
for buying apparels from the retail outlets.
 Occupation has a statistically significant impact
on all the four promotional variables for buying
apparels from the retail outlets.
 Annual family income has a statistically significant
impact on celebrity endorsement, end of season
sales and festive promotions (Diwali, Christmas
etc.) for buying apparels from the retail outlets.
 Various promotional schemes influencing decision
making while buying apparel from organized retail
stores were ranked and, the highest rank was given
for Lucky Draw Scheme (6.6), followed by
Contest (6.4) and Free Coupons (6.0).
 It seems that the respondents in the present study
were not much interested on price off scheme, as
they ranked it lowest (3.8) for influencing decision
making while buying apparels.
15

Table 1.12: Output of ANOVA of annual family income and 4 Promotional factors
Independent variable:
Annual family income
Dependent variables:
Q5.1 Celebrity
Between
Endorsement
Groups
Within
Groups
Total
Q5.2 End of
Between
Season Sales
Groups
Within
Groups
Total
Q5.3 Festive
Between
Promotions
Groups
(Diwali,
Within
Christmas etc)
Groups
Total
Q5.4 Loyalty
Between
card Programme Groups
Within
Groups
Total

Sum of
Squares
27.086

df
4

Mean
Square
6.772

680.887

595

1.144

707.973
23.421

599
4

5.855

558.839

595

.939

582.260
42.763

599
4

10.691

460.035

595

.773

502.798
10.645

599
4

2.661

716.953

595

1.205

727.598

599

F
5.917

Sig.
*.000

Hypothesis
Accepted/
Rejected
Accepted

6.234

*.000

Accepted

13.827

*.000

Accepted

2.209

.067

Rejected

*Significant at 5% level of significance

Limitations of the Study
The proposed study covered only major four cities of
Gujarat State only and the conclusions may not be
generalized for all areas. Also, the study findings are
strictly based on the responses given by respondents
who were approached in malls.

Conclusion
Consumers’ buying behaviour has drawn a
considerable attention of the earlier researchers. But,
while reviewing the literature on buyer behaviour as
well as retail marketing, few studies has been found
available that analyses how consumer behaviour
functions in retail market. Considering the importance
of the study in India, it was proposed to conduct the
study of consumer behaviour towards organised
apparel retail industries in the state of Gujarat having
heterogeneous population in the selected cities namely,
Ahmedabad, Surat, Vadodara and Rajkot. The present
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research was conducted with the objectives to study
the demographic factors influencing the consumer
buying behaviour for apparels, to identify the factors
influencing the consumer behaviour in selecting retail
outlet and to study the impact of promotional
strategies affecting the consumer buying behaviour.
In the present study, 600 consumers selected on the
basis of convenience sampling method from various
organized apparel retail shopping Malls of the four
cities of Gujarat were interviewed personally using
structured questionnaire. Out of total consumers
interviewed, 54.7 percent were males and 45.3 percent
were females. Average age of the respondents was 33.3
and most of them were graduates (44.2 percent). The
highest percentage of the respondents was students
(28.3 percent) and the median family income per
annum was Rs.2,40,001/- to Rs.4,80,000/-. The
analyses of the finding were done keeping in mind the
objectives of the study.
IITM Journal of Management and IT

Table 1.13: Summary of Accepted Hypothesis under Hypothesis 4
Hypothesis accepted
Independent variable: GENDER
H1.1 - There is statistically significant impact of gender on celebrity endorsement for buying apparels from
retail outlets.
Independent variable: AGE GROUP
H1.5 - There is statistically significant impact of age group on celebrity endorsement for buying apparels from
retail outlets.
H1.6 - There is statistically significant impact of age group on number of end of season sales for buying
apparels from retail outlets.
Independent variable: EDUCATION
H1.9 - There is statistically significant impact of education on celebrity endorsement for buying apparels from
retail outlets.
H1.10 - There is statistically significant impact of education on number of end of season sales for buying
apparels from retail outlets.
H1.12 - There is statistically significant impact of education on friendliness of Loyalty card programme for
buying apparels from retail outlets.
Independent variable: OCCUPATION
H1.13 - There is statistically significant impact of occupation on celebrity endorsement for buying apparels
from retail outlets.
H1.14 - There is statistically significant impact of occupation on number of end of season sales for buying
apparels from retail outlets.
H1.15 - There is statistically significant impact of occupation on product knowledge of festive promotions
(Diwali, Christmas etc) for buying apparels from retail outlets.
H1.16 - There is statistically significant impact of occupation on friendliness of Loyalty card programme for
buying apparels from retail outlets.
Independent variable: ANNUAL FAMILY INCOME
H1.17 - There is statistically significant impact of annual family income on celebrity endorsement for buying
apparels from retail outlets.
H1.18 - There is statistically significant impact of annual family income on number of end of season sales for
buying apparels from retail outlets.
H1.19 - There is statistically significant impact of annual family income on product knowledge of festive
promotions (Diwali, Christmas etc.) for buying apparels from retail outlets.
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An Enquiry into India’s Export Market and
Product Diversification
Rashmi Taneja*
Rakesh Mohan Joshi**
Abstract
India’s exports during the post economic reform period witnessed an upward growth, until the global
recession erupted in 2008. Annual export growth rate was registered at 29 % in 2007-08, but declined
to 13.6% in 2008-09 and turned negative at (-) 3.5% in 2009-10. Export market and export product
concentration is considered one of the major causes for significant decline in India’s exports resulting
from slowdown in advanced countries viz. USA and EU. Therefore, the Government of India has put a
great emphasize on export diversification strategy to restrain, revive and strengthen its exports. Few
momentous changes are broadly observed in terms of direction and composition of India’s exports, but
no extensive analysis has been done so far in this context. The paper is aimed at undertaking an in
depth analysis of measuring and analyzing diversification of markets and products of India’s exports.
The analysis shows that the country has been relatively more successful in enhancing exports to the
different markets as compared to enhancing variation in its export products.
Keywords: Global Recession, Export Market Concentration, Export Product Concentration, Export
Diversification Strategy

Introduction
India’s exports have witnessed an upward and steady
growth after the economic reforms of 1991. India’s
exports registered at US$18 billion in 1991-92, rose
by 9.6% (CAGR) to US$45 billion in 2000-01 and
by 17% (CAGR) to US$163 in 2007-08. However,
the global recession of 2008 jolted this upward rising
trend. Annual export growth rate which was registered
at 29% in 2007-08 declined to 13.6% in 2008-09
and turned negative at (-) 3.5% in 2009-10
(Table -1). Export market concentration is considered
as one of the major causes for significant decline in
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India’s exports resulting from slowdown in advanced
economies viz. USA and EU1.
The Government of India has put a great emphasize
on export diversification strategy wherein exporters
are encouraged to diversify their export markets and
export products to restrain, revive and strengthen their
exports. The government has extended various policy
measures viz. Focus Market Scheme (FMS), Market
Linked Focus Product Scheme (MLFPS), Focus
Product Scheme (FPS) etc. to support the exporters
for diversifying into new export markets2 and new
export products. Few momentous changes are broadly
observed in terms of direction and composition of
India’s exports, however, no extensive analysis has been
done so far in this context. At this juncture, the paper
is aimed at undertaking an in-depth analysis of
measuring and analyzing diversification of markets and
products of India’s exports. The study enables us to
assess the influence of export diversification measures

America and Europe together comprised of around 40% share in India’s total exports in FY2008, Ministry of Commerce and Industry, GOI
In the Foreign Trade Policy 2015-2020 all these schemes have been merged into a single scheme, namely Merchandise Export from India Scheme
(MEIS). MEIS, with product and market focused incentives for 4914 tariff lines, is a major export promotion scheme. Rewards under MEIS are
payable as a percentage of realized FOB value of exports, by way of the MEIS duty credit scrip which can be transferred or used for payment of a number
of duties including the basic custom duty. Furthermore, the Government has recently announced tariff revision for export of various products. The
current revision has introduced 110 new tariff lines and increased rates or country coverage or both, for 2228 existing tariff lines.

2

Table-1: India’s exports FY 2001 - FY 2016
Years

Exports (US $ billion)

Annual % Change

2000-01

44.07

20.05

2001-02

43.8

(-) 0.56

2002-03

52.7

20.29

2003-04

63.8

21.1

2004-05

83.5

30.8

2005-06

103.1

23.41

2006-07

126.4

22.62

2007-08

163.1

29.05

2008-09

185.3

13.59

2009-10

178.7

(-) 3.53

2010-11

249.81

39.76

2011-12

305.96

22.48

2012-13

300.4

(-) 1.82

2013-14

314.4

4.66

2014-15

310.3

(-)1.29

2015-16

262

(-) 15.5

Source: Ministry of Commerce and Industry, GOI
undertaken by the government during the post global
crisis period.

Literature Review
The existing literature exhibits that the role of export
diversification has received considerable attention over
the last 50 years. Before that free trade was premised
on comparative advantage, specialization and
international labor division inspired by classic trade
theories developed by Smith (1776) and Ricardo
(1817). According to them each country has a
comparative advantage in producing something, in
exporting certain products and that specialization in
those export lines generates gains from trade. This view
has been challenged by Presbish (1950) and Singer
(1950) who argued that too much specialization in a
narrow group of export products exposes a country to
increased instability in export earnings. This volatility
can be mitigated through diversification by expanding
production and trade of a variety of commodities with
different price trends, which can potentially help to
Volume 8, Issue 2

• July-December 2017

achieve some stability in economic performance.
The concept of diversification gained importance with
the modern theory of portfolio management developed
by Nobel prize winner Professor Harry Markowitz who
stressed that “Don’t put all your eggs in the same
basket” and inspired by modern portfolio selection
theory which regarded diversification as a means of
reducing a country’s dependence on a particular
product or a very restricted range of primary products
generally exported before processing.
Massell (1964) found that there is a significant positive
relationship between instability of export earnings and
concentration of exports. Across, cross sectional
analysis conducted by Soutar (1977) determined that
geographic concentration is one of the significant
variables in explaining the instability in 48 less
developed countries from 1957 to 1969.
A link between export diversification, export growth
and overall growth is also established by different
scholars (Vernon, 1966; Krugman, 1979).
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Evenett and Venables (2002) showed that about one
third of the export growth of developing countries
between 1970 and 1997 were due to exports of old
goods to new markets. Kahn and Cadot (2007)
explained the robust hump shaped relationship
between export diversification and level of income.
For the low and middle income countries
diversification takes place mostly along the extensive
margin, whereas for income above the turning point
high income countries diversify along the intensive
margin and ultimately re-concentrate their exports
towards fewer products.
Shepherd (2008) stated that the trade growth of
developing countries can take place through the
creation of trading relationship between with new
partners. Balza, Caballero, Pineda (2008) while
studying the pattern at the level of destination market
of 10 Latin American countries, by implementing the
methodology presented by Evenett and Venables
(2002) shows that extension of the export markets is
essential to enhance the export growth of both
traditional and new products. Saikat and Anwesha
(2008) determine that there is non-linear relationship
between export concentration and economic growth
i.e. economic growth increases with diversification up
to a critical level of export concentration, beyond
which increasing specialization leads to higher
growth.
Agosin (2009) highlights that, the countries with
diversified export structures are able to record
consistently higher export growth than countries whose
exports are largely confined to just a few products.
Naude and Rossouw (2011) argues that contribution
of export diversification to economic development
depends on the size of the economy. Smaller the size
of the economy, better the impact of export
diversification on its economic development and vicea-versa. Subsequently a study by La (2011) computed
the relationship between market diversification and
export stability by applying new correlation adjusted
diversification indices and regression model based on
Soutar (1977). The study concluded that there is a
negative relationship between market diversification
and export instability i.e. higher the level of market
diversification, higher will be the stability in exports
of an economy.
22

In the context of global economic imbalances and trade
flows pattern, several studies have been conducted, but
a study by Bacchetta, Jansen et al (2009) is a path
breaking as it explains the ability of geographical
diversification to reduce the income volatility and to
absorb the country specific shocks of trading partners.
Using a data set of 180 countries over a period of 19852004 the panel regression confirmed that exposure to
external country specific shocks contributes to GDP
volatility of a country. The study also proved that
geographical diversification helps to buffer shocks and
thus reduces transmission of external volatility to the
exporting economy. But, the relationship between
external shocks and geographical diversification is
nonlinear indication that the “beneficial” effects of
diversification become smaller, as the country gets
more diversified.
Thus, most of the studies show that export
diversification, both product and market
diversification has a significant role in enhancing
export growth and overall growth of an economy. The
studies also explain the ability of export diversification
in absorbing the external shocks and repercussions of
global economic imbalances. The Government of
India, in the light of global economic crisis has
undertaken several policy measures pertaining to
export diversification to restrain its declining export
growth and stability. Therefore, the study poses few
questions whether these measures responded in terms
of market diversification and product diversification
of India’s exports? Is this market diversification or the
product diversification which responded better as a
result of consistent measures undertaken by the
government after the global crisis? The analysis would
enable us to know the outcome of various policy
measures undertaken by the government to diversify
its exports to new markets and products.

Objectives of the Study
The main objectives of the study are:
i. To analyze and compare the direction of India’s
exports during the pre and post global economic
crisis
ii. To measure and analyze India’s export market
diversification and export product diversification
during the specified time period.
IITM Journal of Management and IT

Figure - 1: Definitions

Research Methodology
The study is based on the secondary data collected
from Ministry of Commerce and Industry (MOC&I).
Further, few specialized indices viz. Regional Hirshman
Index (RHI) and Sectoral Hirshman Index (SHI) are
applied to measure and analyze the market and product
diversification of India’s exports. Time period FY2000FY2015 is considered for the purpose of conducting
the captioned study.

Export Diversification Product Vis-À-Vis
Market: Conceptual Framework
Export diversification is variously defined as the change
in the composition of a country’s existing product mix
or export destinations (Ali, Alwang et al. 1999).
Pacheco & Pierola (2008) defined the concept of
export diversification in terms of intensive and
extensive margin. The intensive margin of trade refers
to the growth of exports in goods that are already being
exported i.e. “old products”. The extensive margin is
defined as the growth of exports in new categories i.e.
“new products”. This traditional classification is well
suited to discuss diversification issues from a product
point of view, but it lacks a geographic dimension.
This is why a twist is added to the traditional
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definition. The twist simply consists of including the
geographic dimension in order to make distinguish
between the product and geographic diversification.
This implies that the intensive margin will consist of
“Old Products” being exported to “Old Destinations”
(OPOD). In the same way, the extensive margin will
consist of “Old Products” being exported to “New
Destinations” (OPND), “New Products to New
Destinations” (NPND), and “New Products to Old
Destinations” (NPOD). To sum up, there are two
dimensions to export diversification. Product
diversification is the sum of NPND and NPOD,
whereas geographical diversification is the sum of
NPND and OPND. Figure 1 illustrates the
classification as per the above discussion.

Data Analysis
The following section pertains to analyzing changes
in India’s direction and composition of exports over a
period of time.

India’s Direction of Exports: A Brief Analysis
During the past few years, India’s exports witnessed
momentous changes in terms of direction of export
markets. The share of developed regions (Europe and
America) which was approximately 50% in India’s
23

Table – 2 India’s Direction of Exports (Value in US$bn)
FY2000
Exports
(US$
billions)

1) Europe
2) America

FY2005

Share
(%)

Exports
(US$
billions)

10.23

25.94

9.62

Total

FY2010

Share
(%)

Exports
(US$
billions)

19.67

23.55

24.70

16.79

19.85

50.64

3) Asia

13.86

4) Africa
Total

FY2015

Share
(%)

Exports
(US$
billions)

Share
(%)

38.52

21.55

56.30

18.14

20.1

26.87

15.03

59.05

19.03

36.46

43.65

65.39

36.58

115.35

37.17

37.44

40.00

47.88

93.33

52.21

153.81

49.57

1.90

5.35

5.57

6.67

13.43

7.51

32.84

10.58

15.76

42.79

45.57

54.55

106.76

59.72

186.65

60.15

5) CIS &
Baltics

1.06

2.35

1.09

1.31

1.69

0.94

3.40

1.09

6) Unspecified
Region

0.04

4.22

0.4

0.49

4.91

2.76

4.93

1.59

Total

36.71

100

83.53

100

178.75

100

310.34

100

Regions

Source: Ministry of Commerce and Industry
exports by the end of the first decade of economic
reforms in FY2000 declined to 44% in FY2005 and
36.5% in FY2010 (Table -2). Though the share of
these regions has registered a marginal increase to
37.2% in FY2015, it is still relatively less than the
share of other developing regions (Asia and Africa) in
the same year. The share of the fastest developing region
viz. Asia in India’s total exports witnessed a rise from
around 37% in FY2000 to 48% in FY2005 and 52%
in FY2010. The share of Asia in India’s exports has
reported a decline to around 50% in FY2015; but it is
still the highest amongst all regions. The region Africa
has also registered a significant rise of share in India’s
exports from 5% in FY2000 to around 7% in FY2005
and FY2010 and 11% in FY2015.
The analysis shows that export diversification policy
measures undertaken and highly focused upon by the
Government in recent times has produced positive
outcomes in terms of shifting of its exports from the
developing regions to the developing regions.

Measurement of Market Diversification of
India’s Export
The shift of India’s share from developed economies
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to developing economies can be measured by using a
standard measure of export market diversification i.e.
Regional Hirshman Index (RHI) which is calculated
as below.
Regional Hirshman Index = RHI = sqrt [sum (xi /
Xt)^2]
Where, RHI - Regional Hirshman Index
xi - Exports to country I
Xt - Total exports of the country
The highest possible value of market concentration
index (RHI) is 1; this occurs when total exports are
made to only one market. The index would enable us
to find whether India’s exports are diversifying into
new markets and to what extent. The Table 3 shows
that RHI for Europe and America have declined from
0.067 and 0.061 in FY 2000 to 0.033 and 0.036 in
FY2015 while, RHI for Asia has witnessed a significant
rise from 0.14 in FY2000 to 0.24 in FY2015 and RHI
for Africa has increased from 0.002 in FY2000 to
0.0112. This indicates that India’s concentrations of
exports in traditional markets have reduced and
diversified to the non-traditional markets viz. Asia and
Africa.
IITM Journal of Management and IT

Table-3: Export Market Diversification (Regional Hirschman Index)
Regions

FY2000

FY2005

FY2010

FY2015

1) Europe

0.0673

0.055

0.046

0.033

2) America

0.0610

0.040

0.023

0.036

3) Asia

0.1402

0.229

0.273

0.246

4) Africa

0.0029

0.004

0.006

0.011

5) CIS & Baltics

0.0006

0.000

0.000

0.000

6) Unspecified Region

0.0018

0.000024

0.001

0.000

Sum of the squares of the
share of regions

0.2737

0.3298

0.3481

0.3264

Regional Hirshman Index (RHI)

0.5231

0.5742

0.5900

0.5713

Source: Calculation based on the data, Ministry of Commerce and Industry, GOI
Overall, RHI of India’s exports has reported a rise from
0.52 in FY2000 to 0.57 in FY2005 and 0.59 in
FY2010, but it declined to 0.57 in FY2015. This
suggests that India’s exports have been marginally
diversified to non-traditional markets in last few years.
However, export market concentration coefficient
(0.57) is still found to be very high and gives an
indication to undertake further measures for enhancing
exports to different non-traditional markets.

Measurement of Product Diversification of
India’s Exports
The shift of India’s share from traditional to nontraditional products pertaining to different regions can
be measured by using a standard measure of export
product diversification i.e. Sectoral Hirshman Index

(SHI), which is calculated as below.
Sectoral Hirshman Index = SHI = sqrt [sum (xi /
Xt)^2]
Where, SHI –Sectoral Hirshman Index
xi - Exports of product i
Xt - Total exports of the country
The highest possible value of commodity
concentration index (SHI) is 1; this occurs when total
exports are comprised of only one commodity. The
index enables us to find whether India’s exports are
diversifying to new products and to what extent.
Overall, SHI of India’s exports has reported a rise from
around 0.32 in FY2000 to 0.36 in FY2005, 0.41 in
FY2010 and 0.40 in FY2014. This suggests that India’s
product export concentration has increased contrary

Figure-2: Regional Hirshman Index (RHI)
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Table-4: Export Product Diversification–Sectoral Hirshman Index (SHI)
Exports of Top 10
Commodities (US$bn)

% Share of Top 10 Export
Commodities in India’s Exports

SHI

FY2000

20.7

56.3

0.317

FY2005

50.2

60.05

0.361

FY2010

114.3

63.9

0.408

FY2014*

200

63.5

0.403

Year

Source : Compiled from Ministry of Commerce and Industry
* FY2014 is taken instead of FY2015, because new commodity classification has been adopted since FY2015
to the expectations of its decline in the light of
undertaking various product diversification measures
by the Government.

Major Findings
1. With regard to export market diversification, the
share of developed regions viz. America and
Europe in India’s exports has reduced from one
half to around one third, while share of developing
regions, Asia and Africa has witnessed a gradual
rise over the period. This indicates that India has
been successful in venturing into non-traditional
export destinations, though the share of traditional
export destinations in India’s total exports is still
high. This is also evident from the Concentration
Coefficient Index i.e. RHI which has declined in
case of Europe and America from around 0.060
in FY2000 to 0.033 in FY2015, while, RHI in

case of Asia and Africa has witnessed a significant
rise during the same period, indicate that India’s
concentration of exports in these markets have
reduced and are tilted towards the other region
viz. Asia and Africa.
2. Overall, RHI of India’s exports has reported a rise
from 0.52 in FY2000 to 0.57 in FY2005 and 0.59
in FY2010, but it declined to 0.57 in FY2015.
This suggests that India’s exports have been
marginally diversified to non-traditional markets
during the last few years.
3. Measuring the shift of India’s share from
traditional to non-traditional products, standard
measure of export product diversification i.e.
Sectoral Hirshman Index (SHI) measures and
shows that SHI of India’s exports has reported a
rise from around 0.32 in FY2000 to 0.36 in

Figure-3: Sectoral Hirshman Index (SHI)
Source: Calculated on the basis of data, Ministry of Commerce and Industry, GOI
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FY2005, 0.41 in FY2010 and 0.40 in FY2014.
This indicates that contrary to expectations of a
decline in product export concentration in the
light of various product diversification measures
undertaken by the government, product export
concentration has gone up which is disappointing
in the light of being highly ambitious of reviving
and sustaining India’s export growth.
4. India has registered a rise in export product
concentration from 0.32 in FY2000 to 0.40 in
FY2014, while export market concentration has
increased from 0.52 to 0.57 during the same
period. This suggests that India has not been able
to enhance exports of varied products and to the
different markets, rather the country is still
dependent on few products and few markets for
its exports which is not a desirable situation in
the present times.
5. The analysis also shows that though export
product and market concentration has increased
in FY2000, it has registered a decline when
compared with its position in FY2010. Export
market concentration reduced from 0.59 in
FY2010 to 0.57 in FY2015; while export product
concentration has declined from 0.41 to 0.40. This
shows that the country has been relatively more
successful in enhancing its exports to the different
markets as compared to enhancing variation in
export products. This is a sign of narrow product
range and inability of extending value chain of

the country, which needs to be achieved amid a
frequent changing global dynamics.

Conclusion and Suggestions
The analysis shows that the Central Government has
undertaken several measures for encouraging exporters
to venture into new markets and to extend/diversify
their export baskets; however a desired level of export
diversification is still not achieved. In order to make
export diversification strategy catalyst for reviving
and enhancing India’s exports: i. It is imperative to
identify the factors which are detrimental to its
effective implementation in the economy ii.
Exporters, especially the MSMEs exporters should
be made aware and encouraged to take the advantage
of policy measures w.r.t export market and export
product diversification iii. Efforts should be made to
enhance value chain of various products in which
India has the core competence viz. textiles, leather,
engineering etc. iv. Exporters should be well
supported with adequate funds at reasonable rates v.
Measures should be taken to provide efficient
infrastructure and logistics facilities, advanced
technology and updated market information to the
exporters vi. Last but not the least, process for availing
government benefits should be made simpler and
less time consuming. These measures may encourage
the exporters to undertake the decisions pertaining
to diversification of their export baskets or/and export
markets which are considered being risky and
challenging.
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Measuring Destination Brand Personality of Jaipur
as a Destination Brand
Kirti Singh Dahiya*
D.K. Batra**
Abstract
The present research study is based on the application of the concept of brand personality to the tourist
destination brand in Indian context. The study location is Jaipur, a popular Indian heritage city. Through
exploratory factor analysis and frequency distribution five personality traits have been discovered for
Jaipur’s brand personality as a tourist destination brand. The study is based on the domestic tourists’
perception. The study concludes that the destination brand personality scale differs from one destination
to another because of the different characteristic and tourism offerings of the destination. However, the
concept of brand personality can be easily applied to destinations similar to the corporate brands.
Every destination has its unique personality.
Keywords: Brand, Personality, Destination, Tourism, Tourist

Introduction
The concept of destination brand has gained
momentum since the book on destination branding
by Morgan, Pritchard and Pride was introduced in the
year 2002 (Morgan, Pritchard and Pride 2004). Since
then, the concept has become a global phenomenon
for the different tourist destinations across the world.
The globalization is the driving force behind the
development of tourism brands.In the year 2002, the
destination brand for the Indian tourism industry
‘Incredible India’ was launched as a response to the
global competition. The campaign aimed at creating
a distinguished identity of India as a tourism brand to
beat the competition. Since then, the destinations are
developing themselves as a tourist destination brand.
The destination brands are emerging equivalently to
the corporate brands. The concept of brands and
branding has been widely applicable to the tourist
destinations. The marketing campaign helps the
destination brand to develop an imagery in the mind
of the targeted audience and brand is being personified.
Kirti Singh Dahiya*
Assistant Professor,
IITM, New Delhi
D.K. Batra**
Professor,
IMI, New Delhi

The concept is known as brand personality. Thus,
brand personality can be defined as the “set of human
characteristics associated with a brand” (Aaker1997).
Keller (1993) regarded brand personality as a user
imagery, a component of brand association that leads
to formation of brand image. In other words, brand
personality is an important component of destination
brand image.
Brand personality defines the different human traits
that can be associated with a brand based on the
different products and services offered by the brands.
For example, Coca Cola is characterized as cool. In
terms of tourist destination, Rishikesh can be
characterized as adventurous because of white water
river rafting.Every brand has different personality traits,
which can be modified to suit the different needs of
the customers (Kaplan, 2008). The knowledge about
the destination brand personality is important for the
destination marketer to know the brand perception
amongst the tourists. Identification of destination
brand personality traits helps the destination marketer
to match the tourism supply with the tourist’s
preference as tourists choose the destination, which is
identical to their personality.
Indian tourism industry is highly characterized by forts,
palaces and monuments mainly the heritage tourism;
as India is known as “Land of Maharajas”. Therefore,
the present research study aims to identify the brand

personality traits of a popular Indian heritage city-The
Pink City Jaipur.

Literature Review:
The universally acceptable scale on brand personality
was proposed by J. Aaker in the year 1997. In her
research study, Aaker validated and generalized the
brand personality scale, which is widely adopted and
has relevance till today. Five dimensions were identified
through exploratory factor analysis, the dimensions
are Sincerity, Excitement, Competence, Sophistication
and Ruggedness. The first factor ‘Sincerity’ has four
facets namely ‘down-to-earth’, ‘honest’, ‘wholesome’
and ‘cheerful’. The second factor is ‘Excitement’, it
comprises of four facets, which are ‘Daring’, ‘Spirited’,
‘Imaginative’ and ‘Up-to-Date’. The third factor is
‘Competence’ with three facets. The facets are
‘Reliable’, ‘Intelligent’ and ‘Successful’. The two facets
‘Upper Class’ and ‘Charming’ constitutes the fourth
factor ‘Sophistication’. The fifth factor is ‘Ruggedness’
represented by two facets, first is ‘Outdoorsy’ and
second is ‘Tough’. Adopting this scale, numerous
research studies were conducted in the area of brand
personality including destination brands.
In the year 2006, Ekinci and Hosany conducted a
research study in the field of destination brand
personality following the research framework provided
by Aaker (1997). The study attempted to revalidate
the previous scales of brand personality. They
developed a three-dimensional scale for destination
brand personality. The first factor obtained from
exploratory factor analysis was ‘Sincerity’ factor
explains the dependability and trustworthiness of the
tourist destinations. The second factor ‘Excitement’
is represented with personality traits such as daring,
exciting, spirited and original. The third factor was
named as ‘Conviviality’ which represents the
destination personality traits such as family-oriented,
charming and friendly. The two factors, ‘Sincerity’ and
‘Excitement’ shared a similarity with the scale
developed by Aaker (1997).
Kaplan et al. (2008) conducted a research study
examining the application of brand personality for
tourism destinations. The study stated that the concept
of brand personality can be easily applied to the
destination brand as similar to conventional products.
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Through exploratory factor analysis the study obtained
six factors solution. The factors of brand personality
identified for place branding are ‘Excitement’,
‘Malignancy’, ‘Peacefulness’, ‘Competence’,
‘Conservatism’ and ‘Ruggedness’. Out of six, four were
congruent with the earlier researches. However, the
two new factors are significant contribution to the
existing literature. The new factors are Malignancy and
Conservatism.
‘Excitement’ is defined with the facets like passionate,
outgoing, feminine and sympathetic. ‘Malignancy’
facets were unreliable, arrogant and self-seeking.
‘Peacefulness’ was defined as the calmness and serenity
of the place. The facets of ‘Competence’ factors are
authoritarian and sophisticated. Conservatism was
defined as religious and uneducated characteristics of
the place. Last factor ‘Ruggedness’ was not defined
properly in the research study.
The research study stated that brand personality is
important for place branding for the cities all around
the world. It was stated that brand personality depends
on the tourism offerings of the place and it is different
from one destination to another destination.
Upadhyaya (2012) conducted a research study on the
concept of brand personality for Jaipur as a tourist
destination and identified the factors of the destination
personality for Jaipur. The six factors were obtained
from exploratory factor analysis. The factors are
‘Modern’, ‘Youthful’, ‘Ruggedness’, ‘Vibrant’,
Sincerity’ and ‘Contemporary Trends’. It is difficult
to generalize the results as the study is specific only to
one city of India. The factors identified in the research
are limited to India only as the study was carried in
India, Albeit, the study is very useful for the present
study as its study location is Jaipur, which is the study
destinations itself.
Bilim and Bilim (2014) undertook a research study to
analyze the association between brand personality and
brand image of the tourist destination. The study
classified destination brand image as cognitive and
affective. Cognitive image defined as image perception
of the tourist destination elements.Affective
destination image was defined as tourist feelings
towards a tourist destination like pleasant-unpleasant
and exciting-boring.
IITM Journal of Management and IT

Table 1: Variable Extraction Table from Literature Review
Construct: Brand personality
Research

Parameters

Explanation to parameters

Aaker (1997)

Sincerity

Down-to-earth
Honest
Wholesome
Cheerful

Excitement

Daring
Spirited
Imaginative
Up-to-date

Competence

Reliable
Intelligent
Successful

Sophistication

Upper class
Charming

Ruggedness

Outdoorsy
Tough

Sincerity

Reliable
sincere
Intelligent
Successful wholesome

Excitement

Exciting
Daring
Original
Spirited

Conviviality

Friendly
Family oriented
Charming

Ekinci and
Hosany (2006)

Unurlu and
Kucukkancabas (2013)

Bilim and Bilim (2014)
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Vibrancy
Sophistication
Competence
Contemporary
Sincerity
Sincere
Intelligent
Reliable
Successful
Secure
Wholesome
Down to earth
Exciting
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-NA-

-NA-
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Research

Parameters

Explanation to parameters

Original
Unique
Spirited
Friendly
Family oriented
Charming
Glinska and Kilon (2014)

Meer (2010)

Peace
Neatness
Conservatism
Others
Thesis (Amsterdam)
Down to earth
Family-oriented
Small-town
Honest
Sincere
Real
Wholesome
Original
Cheerful
Sentimental
Friendly
Daring
Trendy
Exciting
Spirited
Cool
Young
Imaginative
Unique
Up-to-date
Contemporary
Reliable
Hard working
Secure
Intelligent
Technical
Corporate
Successful
Leader
Confident
Upper class
Glamorous
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-NA-

-NA-

IITM Journal of Management and IT

Research

Parameters

Explanation to parameters

Good looking
Charming
Feminine
Smooth
Outdoorsy
Masculine
Western
Tough
Rugged
Kaplan et al. (2008)

Upadhyaya(2012)

Excitement
Malignancy
Peacefulness
Competence
Conservatism
Ruggedness
Sincerity
Excitement
Competence
Sophistication

The scales for personality and image were found
compatible with each other however, they were
different in reality. The study location was Didim.The
study identified ten different brand personality traits
for Didim as a tourist destination. The traits are
sincerity, intelligent, reliable, successful, secure,
wholesome, down to earth, exciting, original and
unique.
Glinska and Kilon (2014) conducted a research study
to identify the personality traits of Poland as a
destination brand based on the perception of
destination marketer. The study followed the footsteps
of Aaker (1997) and discovered three new factors in
addition. The factors are peace, neatness and
conservatism. However, destination brand personality
concept is more appropriate to tourists and the study
did not considered tourists’ perception in measuring
destination brand personality.
Meer (2010) conducted an extensive research study
on the application of the concept of brand personality
to the tourist destinations. Amsterdam was selected as
a destination for study purpose. The research study
identified different traits of brand personality with
respect to tourists’ destination.
Volume 8, Issue 2

• July-December 2017

-NA-

-NA-

Research Methodology:
Research Objective:
To Know the Personality Traits of Jaipur as a
Destination Brand
Research Design:
Research design was exploratory in nature as the study
explored the different personality traitsof Jaipur as a
tourist destination brand through exploratory factor
analysis.
Sample Design and Procedures:
Judgemental sampling design was adopted to suitably
select the respondents, who were on the heritage
tourism trip of Jaipur. The sample unit consists of the
individual respondents at the tourist destination. The
data intercept point was the outside area of the
monuments in Jaipur. The total sample size for the
study was 176 respondents. As per the conditions of
factor analysis sample size should be five to seven times
of the item statements. 13 interval-scale item
statements were employed in the questionnaire. Sample
size is quite high because the research study constitutes
the pilot study of the doctoral thesis.
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Scales Adopted in the Research Study:
7-point interval scale was adopted and nominal scale
was also used to measure demographic profile of the
study respondents.Nominal scale was also used to
measure different personality traits of Jaipur.

SPSS file. Then it was analyzed using SPSS 22.0.
Exploratory factor analysis and frequency distribution
was the data analysis technique adopted. Exploratory
factor analysis was conducted with principal
component analysis as a method of extraction and
varimax as rotation method. Reliability statistics was
calculated using Cronbach alpha value. Data is
presented with the help of tables and bar charts.

Data Analysis and Presentation:
After data collection, it was manually entered into the

Table 2: Rotated Component Matrix
Component
Item statements

1

2

3

Serenity of the place

-.200

.786

.165

Calm and clean environment

.093

.761

.011

Place welcoming everyone

.342

.596

.031

Exciting atmosphere of the destination

.268

.608

.186

Nightlife of the city

.692

.359

.023

Well maintained roads

.602

.238

.225

Monuments cleanliness

.471

.174

.556

Monuments beautiful architecture

-.092

.106

.834

Cheating with the tourists

-.636

.071

-.140

Basic amenities at the tourist destination

-.501

.050

-.439

Tourist facilities in the city

.589

.003

.175

New infrastructure developments

.367

.154

.571

Tourism department sincerity

.624

.254

-.082

The first factor comprises of four statements. The
first statement is ‘nightlife of the city’ with factor
loading of 0.692, the second statement is ‘well
maintained roads’ with the factor loading 0.602.
The third statement is ‘tourism department sincerity’
with factor loading of 0.624. The statements are
showing the responsibility of the tourism
department to provide good nightlife environment,
better infrastructure in terms of roads as roads are
the major mode of transportation in Jaipur and the
last statement is representing the sincerity of the
tourism department, thus the factor is named as
‘Sincerity’.
The second factor is made up of four statements. The
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first item statement is ‘serenity of the place’ with factor
loading 0.786. It represents calmness at the tourist
destination. The second statement is ‘calm and clean
environment’ with factor loading 0.761. The third
statement is ‘place welcome everyone’ representing the
hospitality of the place. The factor loading for this
statement was 0.596. The fourth item statement in
the second factor is ‘exciting atmosphere at the
destination’ with factor loading of 0.608. All the
statements are representing the serene and calm tourism
environment at the destination. Therefore, the factor
is named as ‘Calm’.
The third factor is constituting of three item
statements. The first statement ‘monuments
IITM Journal of Management and IT

cleanliness’ with factor loading of 0.556. The second
statement is ‘monuments beautiful architecture’ is
0.834. The third item statement is ‘new infrastructure
development with factor loading of 0.571. The item
statements are related with monuments beauty and
cleanliness and infrastructure, therefore the factor is
named as ‘stunning’.
The Kaiser-Meyer-Olkin Measure of Sampling
Adequacywas 0.791, which shows sample size

adequacy to run the factor analysis. The Bartlett’s test
of sphericity obtained was 552.080 with 78 degrees
of freedom and p-value 0.000.
The three factors (personality traits) obtained from
exploratory factor analysis are ‘Sincerity’, ‘Calm’ and
‘Stunning’.
The Cronbach alpha value for 13 interval item
statements was 0.611. It shows the internal consistency
of the research instrument.

Exhibit-1: Personality Traits Based on Nominal Scale Presented through Frequency Count
Respondents were provided these personality traits
with the checkboxes. They were supposed to tick mark
the trait, which they can link with Jaipur as a
destination brand. The top two traits with highest
number of frequencies are ‘Exciting’ and ‘Familyoriented’.
Thus, three factors from exploratory factor analysis
and two factors from nominal scale analysis were
obtained. The factors are ‘Sincerity’, ‘Calm’,
‘Stunning’, ‘Exciting’ and ‘Family-oriented’
Total sample size was 176. 135 of the study
respondents were males and 41 of the respondents were
females. 10 of the respondents were from the age group
of 16-20 years. 35 of the respondents were aged
between 21-25 years. 49 of the study respondents were
from the age group of 26-30 years. 25 of the study
respondents were lying in the age group 31-35 years
and 23 were from the age group of 36-40 years. 9 of
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the respondents were from the age group of 41-45
years. 6 of the respondents belonged to the age group
of 46-50 years. 5 of the respondents belonged to the
age group of 51-55 years. 2 respondents were from
the age group of 55-60 years. 1 of the respondent was
from the age group of 61-65 years, 1 respondent was
belonging to the age group of 65-70 years. One of the
respondents was senior citizen aged 72 years. 8 of the
respondents have not mentioned their age.
61 respondents were travelling alone and 69 were
travelling with their families and 18 of the study
respondents were travelling in group. 28 of the study
respondents did not define their travelling pattern. 59
of the study respondents were travelling for tourism
purpose and five were travelling because of the official
work. 112 respondents have not mentioned their
travelling purpose.
114 of the study respondents were graduates and 25 were
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Table 3: Demographic Profile of the Study Respondents
Gender
Male
Female

Travelling Purpose
135

Tourism

59

41

Official

5

Age

Not defined

112

16-20

10

Education

21-25

35

School Level

23

26-30

49

Graduation

114

31-35

25

Post-Graduation

36-40

23

Doctorate

4

41-45

9

Post Doctorate

4

46-50

6

Not defined

6

51-55

5

Nationality

55-60

2

Indian

61-65

1

65-70

1

Above 70

1

Not defined

8

25

176

Travelling Pattern
Alone

61

Family

69

Group Travel

18

Not defined

28

post graduates. 4 of the respondents were doctorates and
4 were post doctorates. 23 of the study respondents had
education up to school level. All the study respondents
were Indian nationals as the study was focused on
measuring domestic tourists’ perception.

Conclusion:
The study was oriented towards identification of the
personality traits of Jaipur as a destination brand based
on the domestic tourists’ perception. Variables were
extracted from the literature review including the
universal scale of brand personality given by J. Aaker
in 1997. Questionnaire was formulated based on the
variables that were extracted from the literature review
and the destination characteristics. Through
exploratory factor analysis three factor solutions was
developed or in other words three personality traits
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were identified. The identified traits are ‘Sincerity’,
‘Calm’ and ‘Stunning’. Apart from factor analysis, one
of the questions was based on nominal scale where
different personality traits were presented to the
respondents. Checkbox was provided against every
option as respondents were required to tick-mark the
traits which is congruent to Jaipur based on their
perception. The calculation was done using frequency
distribution. Two most desirable personality traits with
highest frequency count are ‘Exciting’ and ‘Familyoriented’. Therefore, comprehensively the research
discovered five personality traits for Jaipur as a tourist
destination brand. The identified traits are ‘Sincerity’,
‘Calm’, ‘Stunning’, and ‘Exciting’ and ‘Familyoriented’. The personality traits are different from
individual to individual similarly the personality trait
differs from destination to destination.
IITM Journal of Management and IT

The first factor represents Jaipur as a ‘Sincere’ tourist
destination, which is responsive towards the tourists
needs. Second factor is ‘Calm’ that represents serenity
and tranquility at the various tourist destinations
mainly at the monuments in Jaipur. The third factor
‘Stunning’ represents the exquisite architecture of the
monuments including forts and palaces. The fourth
factor is ‘Exciting’ based on the tourist’s frequency
count. It represents that tourists were excited to visit
the heritage city of Jaipur and feel the rich Indian
heritage in term of culture and monuments. The fifth
factors ‘Family oriented’ represents Jaipur as a family
holiday destination.
However, the identified personality traits are specific
to the study location i.e. the Pink City Jaipur, which
is also one of the limitation of the research study.
However, some of the findings congruent with the
past studies. The factor ‘Exciting’ is similar to the
findings of Aaker (1997), Ekinci and Hosany (2006),

Bilim and Bilim (2014), Meer (2010), Kaplan et al.
(2008) and Upadhyaya (2012). The factor ‘Family
oriented’ is congruent with the studies of Ekinci
and Hosany (2006), Bilim and Bilim (2014) and
Meer (2010). First factor, ‘Sincerity’ is also congruent
with the brand personality scale developed by
Aaker (1997), Ekinci and Hosany (2006), Unurluand
Kucukkancabas (2013), Bilim and Bilim (2014),
Meer (2010) and Upadhyaya(2012). The factor
‘Calm’ is congruent with the research studies
of Kaplan et al. (2008) and Glinska and Kilon
(2014).
The study concludes that brand personality concept
is applicable to tourist destination brands similar to
the products and services or in other words similar to
the corporate brands. Every destination has its unique
personality based on the tourism offerings of the place.
Thus, brand personality is different from one place to
another.
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Boys Vs Girls: Pestering Strategies of Children
in India
Asha Chauhan*
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Abstract
This paper attempts to bring sensitive issue of mounting consumerism in children in India whose outcome
is Pester Power, which means the nagging ability of children to purchase the product they desire due to
some motive. In today’s techno savvy epoch, the urban children are relatively more coupled, conversant,
and are more prospective to influence their parent’s decision. As disposable income is expanding in
many families, parents appear more eager to buy goods for their children as compared to past. Due to
enlargement of Media, Internet and Television advertising, children are stuffed with supplementary
information and entertainment options which lead to have a strong impact on their parents. As children’s’
culture are dominated by technology oriented entertainment and advertising as a result Children’s as
influencer in decision-making is mushrooming worldwide. This paper accomplish the key drivers of
pester power and effect on parent’s decision. The effort is made through this paper to try and find out
whether there are any differences in the pestering strategies with respect to the gender of the child. An
extensive review of relevant literature is done for a clear understanding of the concept. Descriptive
research design is used for the study and a non probability sampling techniques are used. A sample of
200 parents (100 parents of girl child and 100 parents of boy child) were interviewed with a close
ended questionnaire.
Keywords: Pester Power, Consumerism, Buying Behavior, Decision making

Introduction
India has revolutionized a lot with the globalization
and altering economic activities. As a result, due to
nuclear family size and more dual income, parents are
more willing to buy goods for their children if we
compare with the past trends (Dotson & Hyatt, 2005).
Children are becoming more aware, rational, clever
and advanced to find their own approach. This
growing awareness was developed during the 1990s
that children had enormous market potential, not as
one market but as three – a current market spending
their own money in order to satisfy their own needs
and wants, an influential market attracting a substantial
amount of parental expenditure, and a future market
that eventually will constitute all the customers for a
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firm’s services (McNeal and Yeh, 2003). This
development of knowledge and skills enforce children
to act as an active partner while deciding what to buy.
Thus, Children are now extremely aware about the
features of the product they are trying to buy. Children
acquire such skills and knowledge by interacting with
their parents, peers, accessing internet and media
may prompt to ‘pester power’, which can lead to
unhappiness or conflict (Palan, 2001).
According to Director General of the Advertising
Association, Pester power has been defined as ‘a sniping
term for children making requests of their parents’
(Brown 2004). The foundation of the concept of pester
power is children unparalleled command because of
their ability to set up variety of strategies that can exert
pressure on their parents while purchasing.
Traditionally, parents used to buy all needy things for
their children but now if we analyze the working model
of “Parents-Children’s” shopping, child will act as an
independent consumer. According to Mr Purnendu
Bose, Chief Operating Officer, Hungama TV, the fact
that Indian cable and satellite homes are largely single

television homes explains the children’s power on the
buying decisions. The new generation of children has
grown-up from being the power to key decision
support system of the families (McDermott, 2006).
Nowadays parents are unable to spend time with them,
so in order to compensate they are giving expensive
goods.
Child interaction with his/her parents play vital role
in a commercial context. For example, in order to
attract customers a marketer can craft such
advertisement which can encourage child to nag their
parents into buying something that is not healthy for
them, or they don’t need or their parents cannot afford’.
Thus, Pester Powers can act as sales promotional tool.
According to the American Centre for Science in the
Public Interest, pestering strategies undermine parental
authority. Parents are forced to choose between being
‘the bad guy’ by saying no to junk food or giving in to
incessant demands.
Marketers are targeting children as they have influence
on parents buying decisions. They perceive pester
power in broader sense, targeting children as a form
of the tactic. Marketers take Pester Power in a positive
manner which seems contradictory. It is usually allied
with manipulative marketing strategies that push
children for nagging. Marketer can exert two kinds of
influence; Kidfluence and Indirect influence.
“Kidfluence” is the direct influence that kids have over
family household purchases. Indirect influence means
that the kids’ preferences are given consideration when
parents make a purchase decision. The major lashing
force behind this extensive change is the advertising.
Advertising has transformed the way kids learn, react
and behave towards the environment.
In India the culture of pocket money has embarked
the parents, especially the middle class people.
According to The Indian Express Pocket money of
Indian kids has shot up by over 200 per cent over the
past decade. In a study, it was shown that in a year
around Rs. 500 crore is the money given to children
as pocket money. They are evolving as a group of
informed customer and media is impacting their brand
choice, buying behaviour and buying patterns. This
segment of ‘Children’ is now evolving as a major
demand creator for many market players. Thus, it is
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always good from marketing perspective. They have a
simple rule; they will buy whatever they will watch
over the television. Today’s parents overburden their
children’s life with heavy dose of academics and
extracurricular activities. They compel to surpass both
at school and extra activities, thus, in return children
nag their parents to fulfill their demands. As a result,
pester power creates mental distress and family tensions
(McDermott, 2006). Somehow capability of a child
to nag their parents depends upon parent-child
interaction as his/her character gets molded by the
activities of their parents and their occupation.
There are many instances, wherein both the office
going parents, who cannot really concern anything for
their children, try to provide all the facilities and
amenities that the children require. Due to paradigm
shift in the behavior of the Indian parents, children
are getting expensive goods to compensate not being
able to spend time with them. Not only parents but it
is broadly seen that because of emotional affiliation,
grandparents bend forward to care more for their
grandchildren and try to satisfy their desires which
act as a catalyst for the increasing level of Pester Power.

Literature Review
In the past there have been copious studies exploring
the concept and effect of Pester Power on parent’s
buying behavior. Pester Power is defined as the nagging
ability of children to purchase the product they desire
due to some motive. The concept of ‘Pester Power’ is
debatably one of the most knocking, perceptive, and
controversial facet in present marketing practice.
According to Director General of the Advertising
Association, Pester Power has been defined by the as ‘a
pejorative term for children making requests of their
parents’ (Brown 2004). Due to change in
contemporary socio-cultural trends regarding working
parents, lack of time, nuclear families it is glimpsed
that many children are spending less time with their
parents than their complement in the 1970s and 1980s.
Therefore, it can be argued that parental influence
preserve one of the major factor in transiting children
into consumers, along with relative to say, peers and/
or media (Dotson & Hyatt, 2005). In US, children
are more inclined by the peer activities and most of
characteristics get molded only with the peers, while
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in contrast in India, children’s behavior is influenced
majorly by the activities done at home or the profession
and occupation of the parents. Moschis and Churchill’s
(1978) gave a model which is the most widely used
model of consumer socialization (Dotson & Hyatt,
2000). Consumer socialization is the process by which
children attain skills, knowledge and attitudes
pertinent to their functioning in the market place. In
model they conferred five key variables, which
influence how individuals develop as consumers. These
five variables comprises of socialization agents, learning
processes, social structural variables, age/life cycle stage,
and learning properties. The literature has explored
numerous ways in which children can fuel purchase
requests to parents. As per a study conducted by Palan
(2001), he identifies that there are four approaches:
informing strategies in which children ask or tell
parents regarding products, negative strategies which
is Pester Power or nagging ability of children,
persuasion strategies in which children rather than
nagging try to persuade their parents to buy a particular
product, and reasoning strategies in which children
notify parents about value-for-money offers. Thomson
(2003) scrutinize the process of decision-making for
family purchases and found that children have different
priorities from parents but that, in common with other
family members, involvement in communication
increased their influence on the final purchase.
Essentially children learn the consumption purchasing
pattern primarily from their parents. Children observe
the parental behavior in purchase decisions over the
years and gradually they acquire the relevant consumer
skills from their parents (Filiatrault and Ritchie, 1980).
The family is a tool in teaching young people coherent
aspects of consumption, which also include basic
consumer needs. Parents always try to teach their
children to be more rational in their life. Panwar (2006)
have done study in the Indian context he stated that
for new age children in India, television act as
influential as a parent or a teacher do. This fact is very
well understood by the marketers today. It manifested
that the growth of influence of media on children, has
increasingly large number of advertisements are
directed at this potential target audience due to which
children are nagging or making requests to parents. In
joint families in India, it was examined that children
are civilized by their parents to behave as coherent
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thinking consumers in society. Though, with the
growing influence of the west culture, there is an
increase in nuclear families, dual income families are
on the mount and there has been a discrete shift in the
family composition structure and the decision making
has become more uncensored ( Kaur and Singh, 2006).
Thus, children enjoy greater judgment, not only in
making routine consumption decisions for the family
but also in pestering their parents to buy other products
desired by them (Singh, 2006). A research by
Wackman’s (1972) explored that mothers of children
aged between 5 and 12 years found that children who
requested products more often were more likely to have
their requests granted. The researcher also suggested
that mothers were more likely to agree to purchase
requests as the children grew older (i.e. aged 11 to 12
years). Thus, maternal perception about older children
was more competent and informed consumers than
younger children (five to seven years).

Purpose of the Research:
1. To get aware about Pester Power.
2. To know about the key drivers of Pester Power.
3. To identify whether there is any significant
difference in the pestering strategies with respect
to the gender of the child.

Research Methodology:
This study is restricted to the area of Delhi region only.
The study being undertaken is descriptive and
exploratory in nature. It describes in detail the state of
affairs of pester power in India. The present study has
concern the children between the age of 8-16 years.
The convenience sampling technique has been adopted
in order to draw analysis of difference in pestering
strategies with respect to gender. The study was
undertaken by considering few product categories like
games, toys, chocolates, mobile phone and sweets that
explore the discretionary preference to nag their parents
to purchase them.
SPSS (version 17) software has been used for
econometric analysis of data. In order to investigate
differences in pestering strategies of children with
respect to gender in Delhi, certain hypotheses have
been formulated. In order to know different
pestering strategies with respect to gender, it is very
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important to know difference in the pestering power
of girls and boys across a range of products which
influences the family decision making. A sample of
200 parents (100 parents of Girl child and 100 Parents
of Boys) were interviewed with a close ended
questionnaire.
Pester Power in India
Due to augmentation of media and growing nuclear
family, children have become more independent,
logical and confident than their ancestors and are
becoming more knowledgeable and mature in their
own right much earlier than before. Thus, Children
now act as an important target market. They not only
act just as purchasers but also act as influencers to
change decision.
In India, kid power get big drive because of the arrival
of niche channels like the Cartoon Network, Hungama
and Toonami. As a result child request for various play
items, snack food or even clothing often influence the
final decision making at home. Pester Power has been
incorporated in the marketing campaigns to reach the
target audience. The amount of influence exerted by
the children varies with different product categories
and also with the different stages in the decision
making process.
With the increase in disposable income and media
growth, rural India has become an emerging up-andcoming market. According to some estimates, in 2005,
there were more than 120 million tween (children
between 8-12 years of age). Among them around 45
million live in urban areas who have the power of
determining or influencing the whopping Rs. 20,000
crore worth purchasing decisions on food, mobile
phones, apparel, cars and FMCGs.
Drivers of Pester Power
1. Greater exposure to kids
Nowadays, Children are surviving in techno savvy
environment as a result they are getting lot of exposure
of internet, media etc, through which continuously
keep on learning various notion. Effects of the mass
media have been found to be extensive and potentially
harmful. They try to act in similar fashion that they
learnt from various exposures. This exhibits a specific
aggressive behavior in them.
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2. More working women
Evolution of education for women in India has
changed their life. Majority of the educated women
are working to support their family and grounds
consequently more dual income families. Working
women attempts to increase standard of living and
meeting desires on time. Children are smart enough
today that by seeing more dual income, their demand
also become twofold.
3. Rise in the number of single parent households
Indian society has undergone a extensive change in
terms of the structure and environment of the family
unit. There are many myths that single parents and
their children have to face violence, disgrace and social
problems. But the truth is they can be as healthy and
emotionally secure as those from traditional families.
Being a single parent can gear up to be financially
autonomous, because there is no one to answer except
yourself for the manner in which you spend your
money. Children may feel stressed out and alone, to
balance it they may nag to come out of the situation.
Research proved that children in single parent
households make their first purchases almost a year
earlier than their two-parent household counterparts.
4. Grand parents’ increasing role in bringing up
4. children
With the tremendous increase in number of nuclear
families where both partners are working, parents feel
that grandparent’s presence will be interference in rising
of the kids. Grandparents often bridge the gap between
parents and their children. Every time parents do not
entertain every demand of their children but children
are smart enough to take the advantage from
grandparents. Grandparents’ are the fastest growing
income sources for the children. Thus, they shift their
nagging tactics to grandparents for their own benefit.
5. Delayed parenthood
In this competitive era, it become first preference for
couples to have more financial security, secure careers
before focusing their energy on children so that they
can buy needy and desire things for themselves and
for future child.
The hypothesis formulated for the purpose of
research is:
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H1a: There is a significant difference in pestering
strategy of girls and boys with respect to playing
Game.
H1b: There is a significant difference in pestering
strategies of girls and boys with respect to buy
Chocolate.
H1c: There is a significant difference in pestering

strategies of girls and boys with respect to use Mobile
Phone.
H1d: There is a significant difference in pestering
strategies of girls and boys with respect to buy Fast
Food.
H1e: There is a significant difference in pestering
strategy of girls and boys with respect to buy Sweets.

Table 1: Summary of Results
Nagging in relation to

t-test

p-value

Boys

Girls

Grand Mean

Game

.471*

0.02

3.59

3.32

3.45

Chocolate

.433***

0.000

3.40

3.90

3.65

Mobile Phone

.251***

0.000

3.91

3.48

3.69

Fast Food

.426**

0.01

3.64

3.84

3.79

Sweets

.352***

0.000

3.37

3.89

3.63

Summary of Result
Above table shows that for pestering related to play
games, t-value (.471) was found significant. The
inspection of mean score revealed that Boys (mean =
3.59) nag more than girls (mean= 3.32). For pestering
related to buy chocolates, t-value (.433) was found
extremely significant as girls (mean = 3.90) are found
to nag more than boys (mean = 3.40) whereas for using
mobile phone, boys (mean = 3.91) nag more than girls
(means = 3.48). For pestering related to buy fast food,
t-value (.426) was found significant, the inspection of
mean score revealed that girls (mean = 3.84) are found
to nag more than boys (mean = 3.64) whereas for

buying sweets girls (mean=3.89) nag more than boys
(means = 3.37). Thus, alternate hypothesis are accepted
i.e. there is a significant difference between girls and
boys pestering strategies vary in relation to variety of
items.
Results reveal that gender of the child play significant
role for different pestering strategies. Due to dynamic
environment, children become more coupled,
conversant, and are more prospective to influence their
parent’s decision. As a result we can infer that children
having different need for different products and
different pestering appeal to their parents to influence
their decision.

Fig. 1: Pestering Strategies Adopted by Children to Nag their Parents
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Generally boys are more rational and girls are more
emotional in their behavior to take decision. Above
figure proved this fact, which shows majority of boys
used rational persuasion followed by emotional appeal,
integrating appeal, upward and coalition tactics
whereas majority of girls use emotional appeal followed
by rational persuasion, ingretating appeal, upward
appeal and coalition tactics.

Conclusion
To conclude, this study diffuse parent-child conflict,
which arise from children’s purchase requests due to
consumer socialization process in which children take
interest to influence their parent’s buying decisions.
They come to know about the products from friends,
family, and that are available in the marketplace. After
analysis we come to know that almost all parents agree
that their child nag them to fulfill their demands. In
today’s technology savvy dynamic environment, new
ideas and innovations are emerging almost daily,
technology is growing and children wants to learn and
use them. As India is male dominated country, boys
are having more leverage than girls to get desired

products. Parent’s income slab decides their purchasing
ability, which grounds children to nag them. This
research have proved that with the increase in consumer
income slab from lower income to middle class and
from middle class to high class the pester power also
increases. Research also proved that gender and pester
power of the child are independent. Outside India we
can see that children to get their desire product don’t
mind to work part time or use their pocket money
but in India if parents refuse to entertain child demand
then children seems not interested to work part time
or use their pocket money. Instead of pocket money,
children look for other pestering strategies like
emotional appeal, promising good marks and nagging
their grandparent. Survey also proved that in
comparison to girls, boys try to get desire products
from grandparents. Indian children culture is
dominated by technology, entertainment and
advertising as they have influence in parents decisionmaking, which is mushrooming worldwide. Thus, it
would give a clearer understanding that why marketers
are targeting children either as active purchasers or as
passive influencers while selling consumer products.

References
1. Atkin, C. (1978), ‘Observation of Parent-Child Interaction in Supermarket Decision Making Journal of
Marketing, Vol.42, pp 41-45.
2. Bartholomew, A and O’Donahue, S (2003), “Everything under Control: A Child’s View of Advertising”,
Journal of Marketing Management, Vol 19, Nos 3-4, pp 433-457.
3. Brown, A. (2004), The Ethics of Marketing to Children, ‘Speech to the Marketing Society in the North
West’, 18 February, Manchester Airport Marriott Hotel. Available at http:// w w w . a d a s s o c . o r g . u k/
Position_paper_180204B.pdf
4. Dotson, M.J., & Hyatt, E.M. (2000), ‘A Comparisons of Parents’ and Children’s Knowledge of Brands and
Advertising Slogans in the United States: Implications for Consumer Socialisation’, Journal of Marketing
Communications, 6(4), 219–230.
5. Dotson, M.J., & Hyatt, E.M. (2005), ‘Major Influence Factors in Children’s Consumer Socialization’, Journal
of Consumer Marketing, 22(1), 35–42.
6. Filiatrault , Pierre & Ritchie , J.R. Brent (1980), ‘The Impact of Situational Factors on The Evaluation of
Hospitality Services’, Journal of Travel Research, Vol. 26, No. 4, pg. 29-37
7. Kaur, Pavleen, Raghbir Singh (2006), ‘Children in Family Purchase Decision Making in India and the West’,
Academy of Marketing Science Review, Volume –No. 8.
8. Kay, Herbert (1974), Children’s Responses to Advertising: Who’s Really to Blame, Journal of Advertising, Vol.
3, No.1, pp 26-30.

Volume 8, Issue 2

• July-December 2017

43

9. McDermott et al. (2006), ‘International Food Advertising, Pester Power and its Effects’, Journal of Advertising,
Vol. 25 Issue 4, p513-539, 27p.
10. McNeal, J.U. and Yeh, C.H. (2003), ‘Consumer Behavior of Chinese Children: 1995-2002’, Journal of
Consumer Marketing, 20 (6), pp. 542-554.
11. Michael J Dotson; Eva M Hyatt (2005), Major Influence Factors in Children’s Consumer Socialization, The
Journal of Consumer Marketing, 22, 1; ABI/ INFORM Global pg. 35.
12. Moschis, G.P., & Churchill, G.A. (1978), ‘Consumer Socialisation: A Theoretical and Empirical Analysis’,
Journal of Marketing Research, 15(4), 599–609.
13. Palan, K.M. (2001), ‘The Influence of Parental Style on Strategy Usage of Parents and Children in Family
Decision Making’, Advances in Consumer Research, 28(1), 17.
14. Panwar, J.S, Milan Agnihotri (2006), ‘Advertising Message Processing Amongst Urban Children, An Indian
Experience — With Special Reference to TV Advertising’, Asia Pacific Journal of Marketing and Logistics,
Vol. 18 No. 4, pp 303-327.
15. Powell C. (2003), ‘Corus Encourages Pester Power’, Marketing Magazine, Vol. 108 Issue 34, p4-4.
16. Singh D (1998), ‘Children as Consumers’, Indian Management, Vol. 37 No.9, pp.78-81.
17. Turner, J.J., Kelly, J., & McKenna, K. (2006), ‘Food for Thought: Parents’ Perspectives of Child Influence’
British Food Journal, 108(3), 181–191.
18. Ward, S. and Wackman, D.B. (1972),‘Children’s Purchase Influence Attempts and Parental Yielding’, Journal
of Marketing Research, Vol 9(August) pp. 316-319.

44

IITM Journal of Management and IT

Virtual Teams Vs Face to Face Teams:
A Comparative Study on Performance Indices
Shikha Matta*
Abstract
At present, the physical part of the work has shifted to virtual ways of doing work. These has been a
growing emphasis on boundary-less ways of work environments that operate in 24x7 cycle and in
different time zones. Unlike, traditional Face to Face (FTF) teams, Virtual Teams (VTs) are more complicated
as they transcend the boundaries of time, space and culture. The study aims to find out, which type of
team is more performance oriented: VT or FTF Team? To answer this question, the present study utilized
an experimental design to measure the Performance Outcomes in VTs and FTF Teams, for which a total
of 10 teams were formed. The subjects were same in both the team types FTF and VTs. Results indicated
that VTs are equally performance oriented as FTF teams or even better than FTF teams.
Keywords: Dispersed Teams, e-Teams, Face to Face teams, Traditional Teams, Virtual Teams

Introduction
Team has been conceptualized as one of the most
important organizational forms (Townsend et al.,
1998).
Team has been referred to as a small group of members
in which they have common purpose, interdependent
roles and complementary skills to accomplish a task
(Yukl, 2006). Cohen and Bailey (1997) defined team
as “a collection of individuals who are interdependent
in their tasks, who share responsibility of their
outcomes, who see themselves and who are seen by
others as an intact social entity embedded in one or
more larger social systems, and who manage their
relationship across organizational boundaries” (p.241).
Lately, a new and novel type of team has generated
interests of both organizations and scholars. Increasing
24x7 competition (Algesheimer et al., 2011),
globalization, advances in Information Technology,
cooperation and collaboration among organizations,
and a move towards flatter organizational structures
and knowledge work cultures have provided ways to
the new form of team, generally referred as ‘Virtual
Teams’ (Townsend et al., 1998). This novel type of
team has stimulated interests of both members of the
organizations and researchers. In the early 1990’s the
Shikha Matta*
Assistant Professor, Institute of Information
Technology & Management

concept of VTs had taken some shape and place. Since
then VTs are increasingly being adopted by companies
all around the globe, as a form of organizing work,
driven by the increase in globalization, international
trade, and fast communications networks/technologies
(Duarte and Cunha, 2015).
The term “virtual” specifies distributed and dispersed
work that is primarily based on electronic
communication tools (Hertel et al., 2005). VTs are
considered as independent groups of individuals that
work across time, space, and organizational boundaries
with communication tools that are heavily dependent
on advanced information technologies (Driskell et al.,
2003; Thompson and Coovert, 2003).

Defining Virtual Teams
Some authors defined VTs with respect to geographical
distance and communication technologies. For
instance, Ale-Ebrahim et al. (2009) defined VTs as
“small temporary groups of geographically,
organizationally and/or time dispersed knowledge
workers who coordinate their work predominantly
with electronic information and communication
technologies in order to accomplish one or more
organization tasks” (p.2655).
Prior to 2000, Kristof et al. (1995) defined VT as “a
self-managed knowledge work teams, with distributed
expertise that forms and disbands to address a specific
organizational goal” (p.230). Suzanne (1998) defined

such teams on the basis of continuity and described as
a group of dispersed knowledgeable and skilled workers
who concentrate on a goal temporarily or on on-going
basis. In recent times, Wadsworth and Blanchard
(2015) noted that VTs exist on a continuum, wherein
there are pure VTs, moderate VTs, and FTF teams.
Moderate VTs are somewhat virtual in the sense that
team members primarily interact FTF, but also spend
time working with each other through information
and communication technologies.
According to Henry and Hartzler (1997) VTs have
the following characteristics:
a) Members are distributed across national or
international geographies and work at distance
from same or different locations,
b) The team size is usually less than 20,
c) Team members accomplish tasks, solve problems,
and reach at decisions jointly and collaboratively,
d) Members are held accountable for their
coordinated team results.

Hertel et al. (2005) maintained that VTs have at-least
two persons who coordinate and collaborate to achieve
common goals through electronic communication
media (such as, e-mail, fax, phone, video conference,
etc) wherein at least one of the team members works
at a different location, organization, or at a different
time zone.

Face-to-Face versus Virtual Teams
Bell and Kozlowski (2002) differentiated VTs and FTF
teams on the basis of distance and communication
media. The researchers claimed that FTF teams work
in close physical proximity and work under the same
roof. On the other hand, they claimed that VTs are
physically separated and tend to work by relying on
CMC. Interestingly, a hybrid form of teams is also
emerging where a FTF team is often joined virtually
by other member(s) who might be physically away but
interact with the remaining FTF team. The increasing
popularity of ‘Work-From-Home’ often integrates
such VT members with a FTF team in the office.
Table I shows the distinguishing characteristics of VTs
and traditional FTF teams.

Table I: Distinguishing Characteristics of Virtual and Traditional teams
VTs
l
l

Geographically dispersed
Communication through
technology

All Teams
l
l
l
l

Traditional Teams

Multiple individuals
Task interdependence
Shared goals
Organizational setting

l
l

FTF
Communication primarily in
person

(Source: Horvath and Tobin, 2001)
According to Duarte and Snyder (2006) VTs can be
more complicated in contrast to FTF teams because
they transcend time, distance, and organizational
boundaries that use CMC systems to collaborate.

in space and time, more densely knit, have members
with more heterogeneous social characteristics, such
as, lifecycle stage, gender, ethnicity, and socio economic
status, but with more homogeneous attitudes.
VTs are more task-oriented initially. Over the period
of time, VTs appear to lessen their task focus
(Chidambaram and Bostrom, 1993; Walther,
1995).VTs also report weaker relational links to team
mates in comparison to traditional teams
(McDonough et al., 2001; Warkentin et al., 1997).

Sproull and Faraj (1997) pointed three aspects in which
electronic communities are superior to those of FTF
communication: First, physical location is irrelevant
in electronic communication. Second, the invisibility
issue in electronic communities is reduced by the use
of video chats such as Skype. Third, logistical and social
costs to participate in electronic communities are lower.

Review of Literature

According to Hiltz and Wellman (1997) unlike FTF,
virtual communities tend to be larger, more dispersed

Some researchers acknowledge that working in VTs
can have a favourable impact on effectiveness (e.g.
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Maynard et al., 2012), quality of project, performance
(e.g. Altschuller and Benbunan-Fich, 2010), decision
making (e.g. Pridmore and Phillips-Wren, 2011), idea
generation (e.g. Alnuaimi et al., 2010), satisfaction
(Huang et al., 2010), organizational commitment
(Horwitz et al., 2006), while some other researchers
keep suggesting that working virtually negatively effects
effectiveness (Schweitzer and Duxbury, 2010).
The effectiveness can be measured from ratings of
outside (Cummings and Haas, 2012) and by objective
measures of team performance (Rapp et al., 2010).
Some actual task based performance indices are also
reported by a few studies in virtual and FTF contexts.
For instance, actual task performance (e.g. Hambley
et al., 2007; Staples and Zhao, 2006), productivity
(Andres, 2002) have been used in some studies.
Surprisingly, no comparative study of effectiveness on
the basis of performance Indices are spotted yet in
India.
Researchers have reported mixed results for
performance in VTs and FTF teams ranging from no
difference (e.g. Straus and McGrath, 1994) to a wide
difference where VTs were found to be superior to
that of FTF teams (e.g. Staples and Zhao, 2006).
Some researchers also compared performance on the
Objective:

basis of complexity of task, an idea generation task or
an intellective task (Straus and McGrath, 1994), real
world task (Nicholson et al., 2007), business
simulation task such as case involving marketing
strategies (Montoya-Weiss et al., 2001), case involving
choosing the most likely suspect in a murder mystery
(Warkentin et al., 1997), and consensus seeking desert
survival task (Staples and Zhao, 2006). No such study
of comparative performance has been found in India.
Based on the review of prior researches, the researcher
then framed the question.

Research Question
Which type of team is more performance oriented:
VT or FTF Team?

Objective and Hypotheses
Based on the theory building and research to date, the
researcher tries to answer the research question by
understanding the Performance Outcomes in terms
of Performance Indices such as Average Individual
Error Score (AIES) & Team Error Score (TES) and
Team Process Indices such as Team Functioning (TF),
Team Effectiveness (TE), and Team Synergy (TS) in
VTs as compared to FTF teams. Therefore, the
objective and its related Hypotheses of the present
study are as follows:

To assess the differences between Performance Indices in FTF and VTs
H1: AIES in FTF Team is no different from VT
H2: TES is higher in VT than FTF Team
H3: TF is higher in VT than FTF Team
H4: TE is higher in VT than FTF Team
H5: TS is higher in VT than FTF Team

Methodology
Participants and Sampling Technique
To assess the differences between the Performance
Indices in FTF and VTs on Correlated Groups- 50
students pursuing a 2-year full-time MBA were
employed from a leading business school, wherein 82%
were males and 100% belonged to the age group of
21-30. The demographic profile of the students is
shown in Table II.
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As the intent of the present research study, it
was decided that “purposive sampling” would be
the right approach to the sampling of the study
elements for the present design. Purposive sampling
is essentially a non- probability sampling method that
is characterized by the use of judgement and a
deliberate effort to obtain representatives samples by
assuming presumable typical areas or groups in the
sample.
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Table II: Demographic Characteristics of Sample
Demographics

Frequency

Approx.Percentage
n=50 students
Correlated groups

GENDER
Male
Female
Unreported
AGE
Less than 20
21-30
Above 30
Unreported

9
41

0
50
0
0

Intervention Procedure
The researcher formed 10 teams of 50 students (5
students in a team). These 50 students were then
randomized in two types of teams: a) FTF teams b)
VTs. In this Correlated Group experiment, the
researcher controlled the experiment about team
context and learning effects as randomization was done
in allotment of team members to teams.
The communication in VTs was again mediated
through synchronous chat systems using smart phones,
laptops or desktops whichever was available. However,
the communication in FTF teams was in person only.
The researcher utilized two different consensus seeking
tasks (Desert Survival and Bushfire Experiment with
the same subjects. Bushfire Survival scenario was used
in VTs while Desert Survival Task was used in FTF
contexts.

Utilization of Consensus Seeking ScenarioBushfire Survival Task
The present study utilized Bushfire consensus seeking
task that requires interpersonal processes such as
discussions, negotiations, to arrive at a solution. It also
had an expert solution available that measures
Individual and Team Performance Indices such as
AIES, TES, TF, TE, TS.
Bushfire Survival Task (see human synergistic website1)
was so chosen because the subjects were less familiar
1

18%
82%

100%

with this scenario. Generally, in this task, participants
view a short movie that places them into a bushfire
scenario in a forest of Australia with the rest of their
team mates. Participants are then challenged to rank
12 potentially useful items in order of relative
importance to their survival. Solutions are first
developed by the individuals and then in groups. Scores
were generated by comparing individual answers with
the team answers to those provided by the experts.
The bushfire survival situation scenario takes
approximately 2 hours including scoring and
debriefing. Bushfire Survival task is an interdependent
collective task that requires teams to solve a problem
that has a correct answer (i.e. an expert answer). This
task have the aspects of a judgment/decision making
since a team member cannot prove the correctness of
his/her answer and has to persuade teammates, and
has aspects of negotiation/cognitive conflict task. Team
mates have to discuss and resolve differing opinions
regarding survival strategies and the ranking of the
items.

Desert Survival Scenario
A consensus seeking decision making task that
requires interaction and communication and that
have an expert solution available (to create a measure
of Individual and Team Performance Indices such
as AIES, TES, TF, TE, TS) was used for the present
study.

http://humansynergistics.com/docs/default-source/product-info-sheets/bushfire-product-info-sheet.pdf?Sfvrsn 2
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Desert Survival Task reported in Pareek & Rao (1985)
was chosen for the present research as it presents a
scenario that few people have relevant experience in.
In this task, participants first read a short document
that places them into an airplane crash scenario in a
desert with the rest of their team mates. The task
challenges the participants to rank 15 items they might
need for the survival. By having team members
complete the exercise individually and then as a team,
the difference between the individual solutions and
the team’s solution can be identified with the help of
expert ranks.
The Indices in survival scenario are calculated as:
l

l

l

l
l

AIES= Average of Individual Member Error Scores
in a Team
TES= Sum of the deviations of team answer as a
whole from the experts answers
TF= {Highest Individual Error Score (HIES)TES};
TE= (AIES-TES); and
TS= {Lower Individual Error Score (LIES)-TES}

All these Indices become a proxy measure of the group’s
ability to perform as a team. For the purpose of the
present research these are called Performance Indices.

Research Findings and Analysis
Different Performance Indices such as AIES, TES, TF,
TE, and TS were compared between FTF and VT. To
compare the mean scores on Correlated Groups Paired
Sample t test was used.
Hypothesis 1 examined the differences in the AIES in
FTF and VT. The paired sample t test analysis revealed
that there is a significant difference in the AIES in
FTF (mean score= 4.39) and VT (mean score= 3.74)
at p=.010, two tailed as shown in Table III. Therefore,
this result leads to the rejection of null Hypothesis I,
which states that AIES in FTF is no different from
VT.
Hypothesis 2 examined the differences in the TES in
FTF and VT. The analysis revealed that there is no
significant difference in the TES in FTF (mean score=
3.51) and VT (mean score= 3.59) at p=0.412 (one
tailed) as shown in Table III. Therefore, this result leads
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to the rejection of Hypothesis 2, which states that TES
is higher in VT than FTF Team.
Hypothesis 3 examined the differences in the TF in
FTF and VT. The analysis revealed that there is no
significant difference in the TF in FTF (mean score=
0.89) and VT (mean score= 1.37) at p=0.168 (one
tailed) as shown in Table III. Therefore, this result leads
to the rejection of Hypothesis 3, which states that TF
is higher in VT than FTF Team.
Hypothesis 4 examined the differences in the TE in
FTF and VT. The analysis revealed that there is a
significant difference in the TE in FTF (mean score=
1.91) and VT (mean score= 0.14) at p=0.0025 (one
tailed) as shown in Table III. Clearly, team effectiveness
in FTF team is higher than in VT. Therefore, this result
leads to the rejection of Hypothesis 4, which states
that TE is higher in VT than FTF Team.
Hypothesis 5 examined the differences in the TS in
FTF and VT. The analysis revealed that there is no
significant difference in the TS in FTF (mean score= 0.66) and VT (mean score= -0.97) at p=0.269 (one
tailed) as shown in Table III. Therefore, this result leads
to the rejection of Hypothesis 5, which states that TS
is higher in VT than FTF Team.

Discussion
The researcher’s a priori expectation was that the AIES
would be same in FTF team and VT. Surprisingly,
this was not the case. It was observed that AIES was
found to be more in FTF team than VT which implies
that members in VT performed better individually.
Therefore, this result provided no support to
Hypothesis 1.
Could it be due to the Hawthorne Effect (Wickstrom
and Bendix, 2000)? Hawthorne Effect signifies that
whenever a participant is informed that they are going
to be observed under an experimental condition, they
become more alert and try to perform well. It is possible
that for virtual contexts, students became more alert
and attentive for their performance in a novel team
context than their familiar FTF context, thereby
leading to high performance in such teams. Moreover,
conceptually Hawthorne effect also applies to a
Control Group. However, the present study does not
support Hawthorne effect in the context of FTF group
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Table III: Paired Sample t-Test for Performance Indices in Face-to-Face and Virtual Teams
N = 50, FTF = 10 teams: VTs = 10, Correlated Groups
FTF Team

VT

Mean

SD

Mean

SD

AIES

4.39

0.58

3.74

0.40

TES

3.51

0.94

3.59

1.14

TF

0.89

0.65

1.37

1.37

TE

1.91

0.93

0.14

1.00

TS

-0.66

0.83

-0.97

1.10

Std 95% confidence
Error interval of the
Mean
difference
Lower Upper

Mean

SD

t

df

AIES

0.65

0.63

0.20

0.20

TES

-0.08

1.08

0.34

TF

-0.48

1.50

TE

1.77

TS

0.31

1.10

3.26

9

0.010
(2-tailed)

H1

Not
Supported

-0.85

0.70

-0.23

9

0.412
(1-tailed)

H2

Not
Supported

0.47

-1.55

0.59

-1.02

9

0.168
(1-tailed)

H3

Not
Supported

1.52

0.48

0.68

2.86

3.69

9

0.0025
(1-tailed)

H4

Not
Supported

1.51

0.48

-0.77

1.39

0.64

9

0.269
(1-tailed)

H5

Not
Supported

(control group) because FTF group did not
outperformed or done equally well as compared to
virtual teams.
Also, this observation does not support the notion put
forward by Duarte and Cunha (2015) that Computer
Mediated Communication (CMC) hampers their
individual performance levels in VTs due to the
reduced informal communication that establishes low
level of interpersonal contact and enhances workers
isolation, leading to increased levels of stress, burnout,
and depression. It should be noted that our VTs were
specifically constructed for one-time use. These are
different from permanent VTs where pathological
effect of isolation from members could impair
performance.
The researcher’s a priori expectation was that the TES
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Significance Hypothesis

Result

would be same in FTF team and VT. As per the
observations there were no significant differences in
TES in both the team types. It signifies that team
performance was equally good in both the types of
teams. This provided no support to Hypothesis 2..
The other observations based on other Indices such
as: TF, and TS, implied that there were no significant
differences in these Team Performance Indices.
However, there was a significant difference in TE due
to AIES-TES where AIES is higher in FTF teams. All
these observations led no support to Hypotheses 3-5.
The possible reasons for such types of Performance
Indices individually and in groups of both the team
types could be the role of group affect, perceived
communication and verification, and leader emergence
across teams. The observations based Team
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Performance Indices implied that VT is equally useful
or not useful to that of FTF teams in accomplishing
the tasks. VTs function, perform, and synergise as
equally as FTF teams owing to some of the following
reasons:
a) opportunities for leader emergence on shared basis:
b) communication identification and verification,
c) group affect.
Wickham and Walther (2009) were of the view that
VTs can often be created without the leader, wherein
team members take the responsibility to fill in the role
of a leader. Therefore, the present study possibly
support the emergence of leaders on shared basis.
In addition to leader emergence, identity
communication, and identity verification play a very
important role in teams, especially in VTs. Identity
communication comprises of methods and techniques
a person uses to convey self- identities in teams. On
the other hand, identity verification is the process of
bringing others to confirm one’s identity (Wilson et
al., 2015). Prior work in FTF settings observed that
identity communication and verification may produce
individual and group benefits such as: creativity
(Cheng et al., 2008); career growth (Ibarra et al., 2005),
motivation to perform (Dutton et al., 2010),
satisfaction, meaning, and self-worth (Thatcher and
Greer, 2008). Studies on VTs are less in terms of
identity communication and verification. However,
in a notable exception, Ma and Agarwal (2007)
examined the influence of virtual co-presence (feeling
of togetherness with others in a VT environment),
persistent labelling (use of ID or label for a long time
in virtual environment), self-presentation (process to
communicate one’s identity over VTs), and deep
profiling (sharing personal and social identity
information in virtual mode) on identity verification.
Wilson et al. (2015) proposed in their paper of VTs
that perceived identity communication and
verification positively influences VT performance. The
present study results support the possibility of
communication identification and verification in VTs.
The other possible factor that could impact the
individual and group outcome is the group effect
(combination of positive and negative emotions at
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collective level impacts individual and group
performances) as pointed by Barsade and Gibson
(2012). The present work presumes the effect of group
effect on team performance through its results.
Similar levels of Performance Indices obtained in the
present study do not support the claim made by Duarte
and Cunha (2015) that VT communication act as a
barrier to group level performance as well due to
decreased informal communication. It can be also said
that at group level, there is possibility of a greater
communication identification and verification with
other group members owing to efficient ways of using
technologies in VTs. As our VTs were created for
special purpose and were temporary, the alienation
sometimes observed in physically dispersed members
might not at all be noticeable. On the other hand, the
VT members were found to be comfortable as FTF
owing to widespread usage of CMC in their daily lives.
Smartphone using generation is truly smart!
The present study contradicts the results of Hambley
et al. (2007) work as they also found that superior
task performance was achieved in rich media than those
communicating in less rich media. Again, the
difference with this study is that they used FTF,
videoconference, and chat systems while the present
study only used FTF and VT (using instant messaging
system allowing instant uploading of audio/video too).
As far as team performance, TF, and TS are concerned,
the present study had same outcomes in both the team
types. Therefore, the study is in contrast to all previous
studies such as Andres (2002) and Staples and Jhao
(2006). Andres (2002) found that team productivity
and quality were more in FTF than in video conference
conditions. Staples and Jhao (2006) observed
performance were superior in virtual than FTF teams.
With these observations we could simply put that VTs
are as effective to FTF teams or even better than FTF
teams. Could these be due to effective decision making,
open and clear communication, clarity of goals,
defined roles and responsibilities, mutual trust, conflict
management, and coordinated efforts over virtual
networks? These potent mechanisms have not been
tried and tested particularly in the present study and
therefore can be explored in future studies.
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Implications
The results of the present study have some practical
implications. The findings possibly suggest that using
more rich and synchronous ways of doing work virtually
enhances performance. For example, WhatsApp allows
its users to have group chats real time, conversations over
calls, instant uploading of audio, video, or images in a
relatively inexpensive and convenient, yet effective,
manner. Moreover, the findings suggest the potential
advantageous role that information technology may play
in enriching performance. As technology has become a
key tool in the research and practice in the field of
Organizational Behaviour, this study results help
contribute to the growing case for the use of this
technology in measuring team outcomes which adds to
academic implication.
Given that we are now the part of the virtual world,
the need for technological training can be expected to
increase which would help build confidence in using
technologies within the organizations. With this, it
can be proposed that such technology trainings will
escalate the productivity in real life and its use will
continue to gain in popularity in training and
development efforts in today’s and future workplaces.
Therefore, appropriate technology training program
can be more confidently designed to cater to the new
thinking and new approaches that are needed for the
dynamic environment facing today’s workplaces.

Limitations of the Present Study and
Suggestions for Future Researches
The present study has several limitations and in view
of these a few avenues for future researches have been
suggested.
First, the findings of this study should be used with
caution as the limited non-probability sample has been
used in the present experiment pertaining to National
Capital Region of India. Further researches are required
to be conducted across regions, across samples and
across cultures to allow generalizations. Second, the
drawback is that the researcher was unable to create
VTs over dispersed geographic locations and observe
the effects of temporal distance on Performance
Indices. Future researches may create virtual teams
across geographies. Third, the present experimental
study simulating the VTs was conducted in classroom
52

laboratory settings and with students as sample, and
not in the actual VT work settings. Future experiments
may be conducted in real organizational settings with
actual workforce, on real life problem solving tasks
and assignments to synthesize the effect of real
dispersed VTs, FTF teams, and or amalgamated teams.
Fourth, the present study used only FTF and chat
systems primarily WhatsApp to conduct the
experiment. It will be important to investigate the
impact of using different media, which have the aspects
of media richness and social presence such as Video
Conferencing that is more realistic with VTs in applied
settings. Fifth, in the present study, the experimenter
could not control the Hawthorne Effect. The future
researches could exercise greater control to mitigate
these effects. Sixth, future researches may also pursue
to assess more comprehensive comparisons by ensuring
different lengths of training, types of interface, different
tasks based on complexities, and types of technology
that are media rich or enable social presence. Future
research should pay attention to developing further
understanding of how the extra visual and audio
information, flash animations provided by a virtual
world may influence team outcomes.

Conclusion
Globalization, advanced technologies, and 24x7
competitions have enabled the organizations transcend
the boundaries of traditional FTF teams to VTs. These
new kinds of distributed work teams operate in a
virtual team environment in a 24 hour cycle and tap
the strength of diversity in terms of skills, experience,
knowledge, and expertise, all around the globe. Unlike
FTF teams, VTs are bigger, faster, and better. The trend
of these teams that are supported by electronic or CMC
system is not likely to go away.
The literature seems to be lacking a thorough
understanding of the mechanisms in virtual teams. The
present study contributes to the growing case of virtual
teams and information technologies in the field of
Organizational Behaviour. Also, the comparison of
virtual and FTF teams are worthy of additional studies
on the basis of objective and subjective performance
outcomes. The findings of the present research support
the notion that VT performs, functions, or synergizes
equally or even better as compared to FTF teams both
at individual and at team level.
IITM Journal of Management and IT

References
1. Ale-Ebrahim, N., Ahmed, S. and Taha, Z. (2009), “Virtual Teams: A Literature Review”, Australian Journal
of Basic and Applied Sciences, Vol.3, No. 3, pp. 2653-2669.
2. Algesheimer, R., Dholakia, U. M. and Gurau, C. (2011), “Virtual Team Performance in a Highly Competitive
Environment”, Group & Organization Management, Vol. 36, No. 2, pp.161-190.
3. Alnuaimi, O. A., Robert, L. P. and Maruping, L. M. (2010), “Team Size, Dispersion, and Social Loafing in
Technology-Supported Teams: A Perspective on the Theory of Moral Disengagement”, Journal of Management
Information Systems, Vol.27, No.1, pp. 203-230.
4. Altschuller, S. and Benbunan Fich, R. (2010), “Trust, Performance, and the Communication Process in Ad
hoc Decision Making Virtual Teams”, Journal of Computer Mediated Communication, Vol. 16, No. 1,
pp. 27-47.
5. Andres, H. P. (2002), “A Comparison of Face-to-Face and Virtual Software Development Teams”, Team
Performance Management: An International Journal, Vol. 8, No.1/2, pp.39-48.
6. Barsade, S. G. and Gibson, D. E. (2012), “Group Affect its Influence on Individual and Group
Outcomes”, Current Directions in Psychological Science, Vol. 21, No. 2, pp. 119-123.
7. Bell, B. S. and Kozlowski, S. W. (2002), “A Typology of Virtual Teams: Implications for Effective Leadership”,
Group & Organization Management, Vol. 27, No. 1, pp. 14-49.
8. Cheng, C. Y., Sanchez-Burks, J. and Lee, F. (2008), “Connecting the Dots within Creative Performance and
Identity Integration”, Psychological Science, Vol. 19, No. 11, pp. 1178-1184.
9. Chidambaram, L. and Bostrom, R. P. (1993), “Evolution of Group Performance Over Time: A Repeated
Measures Study of GDSS Effects”, Journal of Organizational Computing and Electronic Commerce, Vol. 3,
No. 4, pp. 443-469.
10. Cohen, S. G. and Bailey, D. E. (1997), “What Makes Teams Work: Group Effectiveness Research from the
Shop Floor to the Executive Suite”, Journal of Management, Vol.23, No.3, pp. 239-290.
11. Cummings, J. N. and Haas, M. R. (2012), “So Many Teams, So Little Time: Time Allocation Matters in
Geographically Dispersed Teams”, Journal of Organizational Behavior, Vol. 33, No. 3, pp. 316-341.
12. Driskell, J. E., Radtke, P. H. and Salas, E. (2003), “Virtual Teams: Effects of Technological Mediation on
Team Performance”, Group Dynamics: Theory, Research, and Practice, Vol. 7, No. 4, pp. 297-323.
13. Duarte, D. L. and Snyder, N. T. (2006), Mastering Virtual Teams: Strategies, Tools and Techniques that
Succeed (3rd ed.), Jossey Bass, San Francisco.
14. Duarte, I. and Cunha, L. (2015), “Virtual Teams: Human Resources’ Technology Ppreferences for Better
Communication, Increased Trust and Performance”, RevistaLusófona de Economia e Gestão das Organizações,
No. 1, pp. 9-36.
15. Dutton, J. E., Roberts, L. M. and Bednar, J. (2010), “Pathways for Positive Identity Construction at Work:
Four Types of Positive Identity and the Building of Social Resources”, Academy of Management Review, Vol.
35, No. 2, pp.265-293.
16. Hambley, L. A., O’Neill, T. A. and Kline, T. J. (2007), “Virtual Team Leadership: The Effects of Leadership
Style and Communication Medium on Team Interaction Styles and Outcomes”, Organizational behavior
and Human Decision Processes, Vol. 103, No. 1, pp. 1-20.
17. Henry, J. E. and Hartzler, M. (1997), “Virtual Teams: Today’s Reality, Today’s Challenge”, Quality Progress,
Vol. 30, No. 5, pp. 108-109.

Volume 8, Issue 2

• July-December 2017

53

18. Hertel, G., Geister, S. and Konradt, U. (2005), “Managing Virtual Teams: A Review of Current Empirical
Research”, Human Resource Management Review, Vol. 15, No. 1, pp. 69-95.
19. Hiltz, S. R. and Wellman, B. (1997), “Asynchronous Learning Networks as a Virtual Classroom”,
Communications of the ACM, Vol. 40, No. 9, pp. 44-49.
20. Horvath, L. and Tobin, T. J. (2001), “Twenty First Century Teamwork: Defining Competencies for Virtual
Teams”, Beyerlein, M. M., Johnson, D. A. and Beyerlein, S. T., Advances in Interdisciplinary Studies of Work
Teams: Virtual Teams, Elsevier Science Ltd, Amsterdam, pp. 239-258.
21. Horwitz, F. M., Bravington, D. and Silvis, U. (2006), “The Promise of Virtual Teams: Identifying Key
Factors in Effectiveness and Failure”, Journal of European Industrial Training, Vol. 30, No. 6, pp. 427-494.
22. Huang, R., Kahai, S. and Jestice, R. (2010), “The Contingent Effects of Leadership on Team Collaboration
in Virtual Teams”, Computers in Human Behavior, Vol. 26, No. 5, pp. 1098-1110.
23. Ibarra, H., Kilduff, M. and Tsai, W. (2005), “Zooming In and Out: Connecting Individuals and Collectivities
at the Frontiers of Organizational Network Research”, Organization Science, Vol. 16, No. 4, pp. 359-371.
24. Kristof, A. L., Brown, K. G., Sims Jr., H. P. and Smith, K. A. (1995), “The Virtual Team: A Case Study and
Inductive Model”, Beyerlein, M. M., Johnson, D. A. and Beyerlein, S. T., Advances in Interdisciplinary
Studies of Work Teams: Knowledge Work in Teams, JAI Press, Greenwich, CT, pp. 229-253.
25. Ma, M. and Agarwal, R. (2007), “Through a Glass Darkly: Information Technology Design, Identity
Verification, and Knowledge Contribution in Online Communities”, Information Systems Research, Vol. 18,
No. 1, pp. 42-67.
26. Maynard, M. T., Mathieu, J. E., Rapp, T. L. and Gilson, L. L. (2012), “Something (s) Old and Something (s)
New: Modeling drivers of global virtual team effectiveness”, Journal of Organizational Behavior, Vol. 33, No.
3, pp. 342-365.
27. McDonough, E. F., Kahnb, K. B. and Barczaka, G. (2001), “An Investigation of the use of Global, Virtual,
and Colocated New Product Development Teams”, Journal of Product Innovation Management, Vol. 18, No.
2, pp. 110-120.
28. Montoya-Weiss, M. M., Massey, A. P. and Song, M. (2001), “Getting it Together: Temporal Coordination
and Conflict Management in Global Virtual Teams”, Academy of Management Journal, Vol. 44, No. 6, pp.
1251-1262.
29. Nicholson, D. B., Sarker, S., Sarker, S. and Valacich, J. S. (2007), “Determinants of Effective Leadership in
Information Systems Development Teams: An Exploratory Study of Face-to-Face and Virtual Contexts”,
Journal of Information Technology Theory and Application (JITTA), Vol. 8, No. 4, pp. 39-56.
30. Pareek, U., & Rao, T.V. (1985). Behavioural Processes in Organizations. New Delhi: Oxford University
Press Pridmore, J. and Phillips-Wren, G. (2011), “Assessing Decision Making Quality in Face-to-Face Teams
Versus Virtual Teams in a Virtual World”, Journal of Decision Systems, Vol. 20, No. 3, pp. 283-308.
31. Rapp, A., Ahearne, M., Mathieu, J. and Rapp, T. (2010), “Managing Sales Teams in a Virtual
Environment”, International Journal of Research in Marketing, Vol. 27, No. 3, pp. 213-224.
32. Schweitzer, L. and Duxbury, L. (2010), “Conceptualizing and Measuring the Virtuality of Teams”, Information
Systems Journal, Vol. 20, No. 3,pp. 267-295.
33. Sproull, L. and Faraj, S. (1997), “Atheism, Sex, and Databases: The Net as a Social Technology”, Kiesler, S.,
Culture of the Internet, Lawrence Erlbaum Associates, Mahwah, NJ, pp. 35-51.
34. Staples, D. S. and Zhao, L. (2006), “The Effects of Cultural Diversity in Virtual Teams Versus Face-to-Face
Teams”, Group Decision and Negotiation, Vol. 15, No. 4,pp. 389-406.
54

IITM Journal of Management and IT

35. Straus, S. G. and McGrath, J. E. (1994), “Does the Medium Matter? The Interaction of Task Type and
Technology on Group Performance and Member Reactions”, Journal of Applied Psychology, Vol. 79, No. 1,
pp. 87-97.
36. Suzanne, G. (1998), “Virtual Teams, Real Benefits”, Network World, Vol. 12, No. 3, pp. 17-29.
37. Thatcher, S. M. and Greer, L. L. (2008), “Does it really matter if you recognize who I am? The Implications
of Identity Comprehension for Individuals in Work Teams”, Journal of Management, Vol. 34, No. 1,
pp. 5-24.
38. Thompson, L. F. and Coovert, M. D. (2003), “Teamwork Online: The Effects of Computer Conferencing
on Perceived Confusion, Satisfaction and Post-Discussion Accuracy”, Group Dynamics: Theory, Research,
and Practice, Vol. 7, No. 2, pp. 135-151.
39. Townsend, A. M., DeMarie, S. M. and Hendrickson, A. R. (1998), “Virtual Teams: Technology and the
Workplace of the Future”, The Academy of Management Perspectives, Vol. 12, No. 3, pp. 17-29.
40. Wadsworth, M. B., and Blanchard, A. L. (2015), “Influence Tactics in Virtual Teams”, Computers in Human
Behavior, Vol. 44, pp. 386-393.
41. Walther, J. B. (1995), “Relational Aspects of Computer-Mediated Communication: Experimental
Observations Over Time”, Organization Science, Vol. 6, No. 2, pp. 186-203.
42. Warkentin, M. E., Sayeed, L. and Hightower, R. (1997), “Virtual Teams versus Face-to-Face Teams: An
Exploratory Study of a Web-based Conference System”, Decision Sciences, Vol. 28, No. 4, pp. 975-996.
43. Wickham, K. R. and Walther, J. B. (2009), “Perceived Behaviors of Emergent and Assigned Leaders in
Virtual Groups”, International Journal of e-Collaboration, Vol. 3, No. 1, pp. 1-17.
44. Wickstrom, G. and Bendix, T. (2000), “The ‘Hawthorne Effect’—What did the Original Hawthorne Studies
Actually Show?”,Scandinavian Journal of Work, Environment & Health, Vol. 26, No.4. pp. 363-367.
45. Wilson, D. W., Brown, S. A. and Thatcher, S. M. (2015), “Examining Predictors and Outcomes of Identity
Communication in Virtual Teams”, paper presented at Twenty-third European Conference on Information
Systems (ECIS) Munster, Germany, available at:http://aisel.aisnet.org/cgi/viewcontent.cgi?article=1019&
context=ecis2015_rip.
46. Yukl, G. A. (2006), Leadership in Organizations, Pearson Education, India.

Volume 8, Issue 2

• July-December 2017

55

A Comparative Analysis of South Indian Bank’s
Performance Post Implementation of Information
Technology: An Empirical Analysis
Titto Varghese*
Sneju Sajan**
Abstract
Technological advancement has created a competitive environment in view of diversified banking products.
The study unleashes the performance of South Indian Bank’s against the backdrop of technology
adoption in the banking industry. It is evident from the study that the bank showed significant improvement
in all the CAMEL parameters after the IT adoption. Even though the Net Interest Income margin of the
firm decreased during the initial post adoption period; in the long run, it will definitely reap the benefits
due to the economies of scale margin. Even though liquidity ratios were above the ideal values, a very
high value is an indication of lower amount of advances. A balanced approach would be, to bring
liquidity margin near to ideal, which would improve the total business, along with an increase in income
from other sources and reduction in operating expenses to maintain profitability.
Keywords: Capital Adequacy, Asset Quality, Management efficiency, Earning Capacity, Liquidity.

Introduction
Banking environment has become highly competitive
today. To be able to survive and grow in the changing
market environment banks are going for the latest
technologies, which is being perceived as an ‘enabling
resource’ that can help in developing learner and more
flexible structure that can respond quickly to the
dynamics of a fast changing market scenario. It is also
viewed as an instrument of cost reduction and effective
communication with people and institutions
associated with the banking business.
Information Technology enables sophisticated product
development, better market infrastructure,
implementation of reliable techniques for control of
risks and helps the financial intermediaries to reach
geographically distant and diversified markets. Internet
has significantly influenced delivery channels of the
banks. Internet has emerged as an important medium
for delivery of banking products and services.
Titto Varghese*
Associate Professor, SAINTGITS Institute of
Management, Kottayam- Kerala
Sneju Sajan**
Student MBA, SAINTGITS Institute of
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IT is increasingly moving from a back office function
to a prime assistant in increasing the value of a bank
over time. IT does so by maximizing banks of proactive measures such as strengthening and
standardizing banks infrastructure in respect of
security, communication and networking, achieving
inter branch connectivity, moving towards Real Time
Gross Settlement (RTGS) environment the forecasting
of liquidity by building real time databases, use of
Magnetic Ink Character Recognition and Imaging
technology for cheque clearing to name a few. Indian
banks are going for the retail banking in a big way
The banking system is slowly shifting from the
traditional banking towards relationship banking.
Traditionally, the relationship between the bank and
its customers has been on a one-to-one level via the
branch network. This was put into operation with
clearing and decision-making responsibilities
concentrated at the individual branch level. The head
office had responsibility for the overall clearing
network, the size of the branch network and the
training of staff in the branch network. The bank
monitored the organization’s performance and set the
decision making parameters, but the information
available to both branch staff and their customers was
limited to one geographical location.

Significance of the Study
Nationalized banks had been computerizing their
operations from 2005-06 onwards in a phased manner
bringing all branches under CBS by 2009-10 (RBI
report, 2004). So analyzing the direction of deviations
in the financial performance indicator after 2010
(considered as post IT Adoption period) is of great
importance. The management of the company is
responsible for taking decisions and formulating plans
and policies for the future. They, therefore, always need
to evaluate their performance and effectiveness of their
action to realize the company’s level of achievement
in the past for forecasting its future course of action.
Keeping the above importance of services provided
by SIB bank and its financial position, this study was
conducted on the topic “South Indian Bank’s
Performance Post Implementation of Information
Technology: An Empirical Analysis”

Company Profile
South Indian Bank Limited (SIB) (BSE:532218, NSE:
SOUTH BANK) is a private bank headquartered at
Thrissur city in Kerala, India. South Indian Bank has
831 branches, 4 service branches, 33 ext. counters and
20 regional offices spread across more than 26 states
and 3 union territories in India. It has set up 1269
ATMs and Bulk Note Acceptor / Cash Deposit
Machines all over India. One of the earliest banks in
south India, “South Indian Bank” came into being
during the Swadeshi movement. The establishment
of the bank was the fulfillment of the dreams of a group
of enterprising men who joined together at Thrissur,
a major town (now knows as the Cultural Capital of
Kerala), in the erstwhile State of Cochin.

Literature Review
Ketan Mulchandani, Kalyani Mulchandani (2016)
analyzed and compared the financial performance of
selected listed gold loan non-banking financial
companies in India. Results revealed that Muthoot
Finance Ltd. outperformed as compared to
Manappuram Finance Ltd. Muthoot Finance Ltd. had
top ranking in Capital Adequacy Segment, Assets
Quality Segment, Management Efficiency Segment,
Earnings Segment and Liquidity Segment. It implied
that it is well capitalize and have greater capability
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absorb negative shocks. Muthoot Finance also had
lowest nonperforming assets and its impact was
positive on profitability and margins. The management
of the Muthoot Finance is very efficient in terms of
managing lower total expenses / total revenue ratio,
lower cost of funds and higher assets under
management per branch. Earnings of Muthoot as
compared to Manappuram are higher, which implies
that efficient use of assets, higher returns on
shareholder’s funds, higher profit per employee and
greater returns on capital employed Muthoot is having
sufficient funds to manage the short term liquidity
requirements.
Karri et al. (2015) conducted a study in which the
objective of this study is to analyze the Financial
Position and Performance of the Bank of Baroda and
Punjab National Bank in India based on their financial
characteristics. This study attempts to measure the
relative performance of Indian banks. For this study,
they have used public sector banks. From the
CAMELS’ analysis it clears that there is no significance
difference between the Bank of Baroda and Punjab
National Bank’s financial performance but we
conclude that the Punjab National Bank performance
is slightly less compared with Bank of Baroda.
Karri, Meghani and Mishra (2015) conducted a study
to analyze the financial performance of public sector
banks in India. Period of the study was 5 years from
2010-2014. Bank of Baroda (BOB) and Punjab
National Bank (PNB) were considered as sample size
for the study. CAMEL model and t-test applied for
data analysis purpose. Results revealed that out of 14
ratios used in the CAMEL model the average figures
of Bank Of Baroda is the best for (6 ratios) followed
by Punjab National Bank (5 ratios). Thus it is
established that Bank of Baroda is the best bank in the
selected public sector banks.
Muhmad and Hashim (2015) study evaluated the
performance of selected banks operating in Malaysia.
Results from this study suggested three contributing
factors for better performance of banking institutions
in Malaysia, namely capital adequacy, asset quality,
earnings quality and liquidity. It was suggested that
Malaysian banks must improve interest expenses to
enhance their management competency. They need
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to continuously monitor the health and profitability
of bank borrowers to decrease the risk of nonperforming loan. In addition, banks must take steps
to improve employee productivity by controlling
personnel expenses and operating profit. Although
management competency was not significant and
rejected the hypothesis, there is the possibility that the
ratio used is not suitable for the banking situation in
Malaysia for the period of study.
Ifeacho and Ngalawa (2014) investigated the impact
of bank-specific variables and selected macro economic
variables on the South African banking sector for the
period 1994-2011 using the capital adequacy, asset
quality, management, earnings, and liquidity
(CAMEL) model of bank performance evaluation. The
study employs data in annual frequency from South
Africa’s four largest banks, namely, ABSA, First
National Bank, Ned bank, and Standard Bank. These
banks account for over 70% of South Africa’s banking
assets. Using Return on Assets (ROA) and Return on
Equity (ROE) as measures of bank performance, the
study finds that all bank-specific variables are
statistically significant determinants of bank
performance. Specifically, the study shows that asset
quality, management quality, and liquidity have a
positive effect on both measures of bank performance,
which is consistent with a priori theoretical
expectations. Capital Adequacy, however, exhibits a
surprising significant negative relationship with ROA,
while its relationship with ROE is significant and
positive as expected. Except for interest rates (in the
ROA model), unemployment rate (in the ROA model),
and the rate of inflation (in the ROE model), the rest
of the macroeconomic variables are statistically
insignificant. The study reveals that bank performance
is positively related to interest rates and negatively
related to unemployment rates and interest rates
Rahman and Masngut (2014) uses CAMEL (Capital
Adequacy, Asset Quality, Management Quality,
Earnings Efficiency, and Liquidity) ratings system,
with the addition of Shari’ah Compliance Ratio
(CAMELS) in order to detect the financial distress of
Islamic banks in Malaysia. It was found that all Islamic
banks have higher ETA ratios which portray a good
performance of Capital Adequacy and are less likely
to face financial distress. As for Asset Quality, all
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Islamic banks did not have the possibility to face
financial distress as they are able to handle their nonperforming loans throughout the years. Meanwhile for
management quality, all Islamic banks show lower
ratios in paying salaries to their employee. Earning
efficiency for all Islamic banks show better performance
and will be less likely to face financial distress in terms
of Return on Assets but not for Return of Equity.
Liquidity indicates that the Islamic banks have large
number of loans but they have sufficient liquid assets
in order to cover their liabilities and commitments.
Lastly for Shariah Compliance, Islamic banks have
complied with all rules and regulations that have been
regulated by Bank Negara Malaysia’s Shari’ah Advisory
Council.
Wang et al. (2011) develop a performance efficiency
value by using Data Envelopment Analysis (DEA) to
integrate five perspectives of CAMEL (Capital
Adequacy, Asset Quality, Management, Earnings,
Liquidity), which is used by the Federal Deposit
Insurance Corporation to evaluate banking
performance. In addition, they utilize a tiered DEA
to categorize banks into four groups. CAMEL variables
are manifested more strongly in highly efficient groups
when compared with inefficient groups. The banks
that appear to have a better financial ratio performance
in the five perspectives of CAMEL form the efficiency
frontier. It implies that CAMEL financial ratios and
non-parametric techniques can be used as a
complement to each other for the evaluation of bank
performance. Furthermore, they utilize a tiered data
envelope analysis to form efficiency groups. Through
CAMEL performance, the analysis is able to
distinguish between efficient and inefficient banks. In
addition, the study develops and tests the tradeoffs in
Tier 1 efficiency bank performance to explain the
performance difference across five perspectives of
CAMEL in 35 Tier 1 efficiency banks and analyze
how an inefficient bank should improve in CAMEL
components.

CAMELS Model
CAMELS stand for capital adequacy, asset quality,
management, earnings quality liquidity and sensitivity
to market risk. It is considered as the best available
method for evaluating bank performance and health
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of the bank since it considers all areas of banking
operations. The Uniform Financial Institution Rating
system, commonly referred to the acronym CAMEL
rating, was adopted by the Federal Financial Institution
Examination Council on November 13 1979, and then
adopted by the National Credit Union Administration
in October 1987. It has proven to be an effective
internal supervisory tool for evaluating the soundness
of a financial firm, on the basis of identifying those
institutions requiring special attention or concern.
(The United States Uniform Financial Institutions
Rating System 1997, APA).
Barr et al. (2002 p.19) states that “CAMEL rating has
become a concise and indispensable tool for examiners
and regulators”. This rating ensures a bank’s healthy
conditions by reviewing different aspects of a bank

based on variety of information sources such as
financial statement, funding sources, macroeconomic
data, budget and cash flow. Nevertheless, Hirtle and
Lopez (1999, p. 4) stress that the bank’s CAMEL rating
is highly confidential, and only exposed to the bank’s
senior management for the purpose of projecting the
business strategies, and to appropriate supervisory staff.
Its rating is never made publicly available, even on a
lagged basis. CAMEL is an acronym for five
components of bank safety and soundness.
C-Capital Adequacy
A-Asset Quality
M-Management Efficiency
E-Earnings Capacity
L-Liquidity

Table 1: Bank Rating as per CAMEL Model
Rating

Capital(CAR)

Assets

Management

Earnings

Liquidity

Strong

9% & Above

10% & Below

Higher the
best ratio

1.25% & Above

55% & Above

Satisfactory

8% & Above

11%-15%

0.75% & Above

60% & Above

Fair

7% & Above

16%-30%

0.40% & Above

65% & Above

Marginal

5% & Above

31%-40%

0.15% & Above

70% & Above

Unsatisfactory

Below 5%

41% & Higher

Below 0%

71% & Above

Source: AIA’s Annual Report 2010

Objectives
To Compare South Indian Bank’s performance during
pre-post IT Adoption period using CAMEL model.

Hypotheses
a. H1 (1a, 1b, 1c): There is a significant difference
in Capital Adequacy between pre- and post-IT
Adoption
b. H2 (2a, 2b, 2c): There is a significant difference
in Asset Quality between pre- and post-IT
Adoption
c. H3 (3a, 3b, 3c): There is a significant difference
in Management efficiency between pre- and postIT Adoption.
d. H4 (4a, 4b, 4c, 4d): There is a significant
difference in Earning Capacity between pre- and
post-IT Adoption
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e. H5 (5a, 5b, 5c): There is a significant difference
in Liquidity between pre- and post-IT Adoption.
f.

H16: There exists a positive relation of Capital
Adequacy, Asset Quality and liquidity on financial
performance.

Methodology
The financial performance of the South Indian Bank
was analyzed with the pre and post-performance due
to the introduction of information technology. The
study focused on analyzing, comparing and
interpreting the financial strength and weakness by
considering 2010 as base year by comparing 6 years
before and after the IT adoption. 2004 to 2009 is
considered as pre IT adoption period and 2011 to 2016
is considered as post IT adoption period. The statistical
tools applied were arithmetic mean, average annual
59

growth rate using geometric mean, standard deviation
and student t-test, multiple linear regressions (Durbin
Watson). CAMEL ratings were used an indicator to
analyze the performance of the bank.

Multiple Linear Regression Models
Multiple linear regression analysis is a technique for

modeling the linear relationship between two or more
variables. It is one of the most widely used of all
statistical methods. In banking and finance literature
(Kutner, Nachtsheim & Peter, 2004), regression
analysis is a very common method used to find the
determinants of bank performance.

Where,

Data Analysis

Dependent Variable,

Capital Adequacy

ROAi = Return on assess

l

Independent Variable,
DERi = Debt Equity Ratio
EPEi = Earnings per Employee
ATAi = Total Advances to Total Asset Ratio
CRi = Current Ratio

l

l

Capital adequacy ratio =
(Tier 1 capital + Tier 2 capital) x 100
Risk weighted assets
Debt-Equity Ratio (DER)=Total Debt/Total
Equity
Proprietary ratio = Shareholders fund / Total
Tangible Assets*100

Table 2: Statement showing Capital Adequacy Ratios (` in Millions)
Year

CAR (%)

DER (Times)

2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016

8.14
8.49
10.07
9.55
11.37
14.48
11.48
10.43
10.11
13.49
16.84
15.58
14.99
10.35
2.14%
2.33
13.57%
1.56%
2.78
1.58

0.60
0.35
0.31
0.28
0.16
0.32
0.22
0.16
0.27
0.43
0.81
0.62
0.60
0.34
0.001%
0.24
0.48
0.003%
1.25
-2.53

AM
AAGR
SD
AM
POST
AAGR
SD
Pre-Post, t-value
PRE

Proprietary
Ratio (%)
4.27
4.80
5.92
5.30
6.79
6.40
5.82
5.63
5.37
6.04
6.13
6.07
6.08
5.58
0.01%
0.97
5.89
0.01%
0.31
2.41

Source: Annual Reports of SIB from 2004 to 2016
60

IITM Journal of Management and IT

Capital Adequacy Ratio (CAR): CAR ratio position
of the bank showing an increasing trend during the
period of study. It was observed that the highest
value of 16.84% was observed in 2014 and the least
of 8.14% in 2004.The statistical analysis shows that
IT adoption has resulted in an increase in average
value from 10.35% to 13.57%. The AAGR calculated
with the help of geometric mean showed a lower
value in the post IT adoption period. In both pre
and post adoption period the standard deviation was
found to be very low. The student’s t-value of 1.58
was below the table value of 1.96 which shows that
null hypothesis was accepted i.e. no significant
difference in CAR between pre and post IT adoption
period.
Debt-Equity Ratio (DER): DER ratio position of
the bank showed a fluctuating trend during the period
of study. It was examined that the highest value of
0.81times was observed in 2014 and the least of
0.16 times in 2008 & 2011.The statistical analysis
shows that IT adoption has resulted in an increase
in average value from 0.34 times to 0.48 times, which
shows a positive sign for the bank (ideal value 0.50:1).
The AAGR calculated with the help of geometric
mean showed a lower value in the post IT adoption
period. Ratio values showed a high degree of deviation
in the post adoption period due to adaptability to
new system. The student’s t-value of -2.53 was above
the table value of 1.96 which shows that null
hypothesis was rejected i.e. significant difference in
DER between pre and post IT adoption period was
observed.
Proprietary Ratio (PR): PR ratio position of the bank
also showed a fluctuating trend during the period of
study. It was examined that the highest value of 6.13%
was observed in 2014 and the least of 4.27% in
2004.The statistical analysis shows that IT adoption
has resulted in an increase in average value from 5.58%
to 5.89%. The AAGR calculated with the help of
geometric mean showed a lower value in the post IT
adoption period. Post IT adoption period showed a
lower level of variability with lower degree of standard
deviation. The student’s t-value of 2.41 was above the
table value of 1. 96 which shows that null hypothesis
was rejected i.e. significant difference in PR between
pre and post IT adoption period was observed.
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Asset Quality
l

l

l

Total Investments to Total Assets Ratio (IAR) =
Total Investments /Total Assets*100
Allowances to Loan Loss Ratio = Total Allowances/
Total Loans & Advances *100
Provision for Loan Loss Ratio = Provisions &
Contingencies / Loans & Advances *100

Investment to Assets Ratio (IAR): IAR ratio position
of the bank showing a decreasing trend during the
period of study. It was examined that the highest value
of 43.81% was observed in 2004 and the least of
45.34% in 2004. The statistical analysis shows that
IT adoption has resulted in decrease in average value
from 30.48% to 24.77%. The AAGR calculated with
the help of geometric mean showed a negative value
of -1.23% and -0.94%. The post adoption period
showed a lower level of variability in terms of standard
deviation
The student’s t-value of 0.94 was below the table value
of 1.96 which shows that null hypothesis was accepted
i.e. no significant difference in IAR between pre and
post IT adoption period.
Advances to Assets Ratio (ATA): ATA ratio position
of the bank showing an increasing trend during the
period of study. It was examined that the highest value
of 67.68% was observed in 2012 and the least of 8.14%
in 2004.The statistical analysis shows that IT adoption
has resulted in an increase in average value from
56.35% to 64.91%. The AAGR calculated with the
help of geometric mean showed a lower value in the
post IT adoption period. The post adoption period
ATA showed a lower level of variability in terms of
standard deviation of 0.92.
The student’s t-value of 0.92 was below the table value
of 1.96 which shows that null hypothesis was accepted
i.e. no significant difference in ATA between pre and
post IT adoption period.
Provision to Loan loss Ratio (PLL): PLL ratio
position of the bank showing an increasing trend
during the period of study. It was examined that the
highest value of 73.55% was observed in 2015 and
the least of 12.23% in 2011.The statistical analysis
shows that IT adoption has resulted in an increase in
average value from 21.09% to 38.38%. The AAGR
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Table 3: Statement showing Asset Quality Ratios (` in Millions)
Year

IAR (%)

Advances to total
assets ratio (%)

Provision for Loan
Loss Ratio (%)

2004

42.81

45.35

21.73

2005

33.06

56.61

21.54

2006

25.30

58.83

21.70

2007

25.12

58.00

22.05

2008

26.75

61.17

20.52

2009

29.81

58.14

19.00

2010

28.02

62.02

17.77

2011

27.19

62.60

12.23

2012

23.28

67.78

20.23

2013

25.15

64.08

33.78

2014

26.09

66.06

53.16

2015

23.81

63.51

73.55

2016

23.12

65.42

36.72

AM
AAGR

30.48
-1.23%

56.35
0.90%

21.09
0.27%

SD

6.76

5.59

1.15

AM

24.77

64.91

38.28

AAGR

-0.94%

0.56%

0.00%

SD

1.65

1.89

22.33

0.94

0.92

-0.54

PRE

POST

Pre-Post, t-value

Source: Annual Reports of SIB from 2004 to 2016
calculated with the help of geometric mean showed a
minimal value in the post IT adoption period. In
both pre and post adoption period the standard
deviation was found to be very low.
The student’s t-value of -0.54 was below the table
value of 1.96 which shows that null hypothesis was
accepted i.e. no significant difference in PLL between
pre and post IT adoption period.

Management Efficiency
l

l
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Earnings per Employee = EBIT / No. of
Employees
Business per Employee = Total Business / No. of
Employees

Earnings per Employee (EPE): EPE ratio position
of the bank showing an increasing trend during the
period of study. It was examined that the highest value
of 0.80 was observed in 2013 and the least of 0.10 in
2005 & 2006.The statistical analysis shows that IT
adoption has resulted in an increase in average value
from 0.25 to 0.58. The increase in EPE was due to
increase in net income of the bank during the post IT
adoption period. The AAGR calculated with the help
of geometric mean showed a lower negative value in
the post IT adoption period. The growth rate was
higher in the pre adoption period in comparison to
the post period. The absolute variation was found to
be lower during the period of the study.
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Table 4: Statement Management Efficiency Ratios (` in Millions)
Year

PAT (`)

Total Business (`)

No. of
Employee

EPE

BPE

2004

843.3

124,768.50

4216

0.20

29.59

2005

87

138,575.70

870

0.10

159.28

2006

509

159,488.80

5090

0.10

31.33

2007

1,041.20

201,581.30

3470

0.30

58.09

2008

1,516.20

256,098.70

3790

0.40

67.57

2009

1,947.50

299,402.50

4868

0.40

61.50

2010

2,337.60

388,483.20

4675

0.50

83.10

2011

2,925.60

502,659.20

5851

0.50

85.91

2012

4,016.60

638,707.70

5738

0.70

111.31

2013

5,022.70

761,699.70

6278

0.80

121.33

2014

5,075.00

838,299.00

7250

0.70

115.63

2015

3,072.00

894,861.50

7680

0.40

116.52

2016

3,332.70

970,832.40

8332

0.40

116.52

AM

990.7

196652.58

3717.74

0.25

67.90

AAGR

7.86

3.30%

0.93

6.00

1.12%

SD

672.99

69335.52

1525.30

0.14

47.52

AM

3907.43

767843.25

6854.89

0.58

111.20

AAGR

0.83

2.40%

2.54

-1.2

1.14%

SD

960.33

172822.77

1058.80

0.17

12.79

-1.09

5.53

1.09

-2.98

0.40

PRE

POST

Pre-Post, t-value

Source: Annual Reports of SIB from 2004 to 2016
The student’s t-value of -2.98 was above the table
value of 1.96 which shows that null hypothesis
was rejected i.e. significant difference in EPE between
pre and post IT adoption period. T-value among prepost of PAT showed no significant difference in it
values.
Business Per Employee (BPE): BPE ratio position
of the bank showing an increasing/fluctuating trend
during the period of study. It was examined that the
highest value of 159.28 was observed in 2005 and the
least of 29.59 in 2004.The statistical analysis shows
that IT adoption has resulted in an increase in average
value from 67.90 to 111.20. The increase in EPE was
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due to increase in total business of the bank during
the post IT adoption period with an AAGR of 2.40%.
The AAGR of BPE calculated with the help of
geometric mean showed a lower positive value in the
post IT adoption period.. The absolute variation in
terms of standard deviation was found to be very low
in the comparison to the pre IT adoption period
The student’s t-value of 0.40 was below the table value
of 1.96 which shows that null hypothesis was rejected
i.e. no significant difference in BPE between pre and
post IT adoption period. T-value among pre-post of
total business showed significant difference with greater
value.
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Table 5: Statement showing Earnings Capacity (` in Millions)
Year

ROE (%)

ROA (%)

CIR (%)

NIIM (%)

2004

21.36

0.91

72.46

2.24

2005

1.91

0.09

77.40

2.79

2006

7.94

0.47

77.00

2.97

2007

14.38

0.76

74.32

2.76

2008

13.06

0.89

80.37

2.25

2009

14.93

0.96

79.91

2.62

2010

15.74

0.92

78.67

2.28

2011

15.84

0.89

78.11

2.48

2012

18.51

0.99

81.15

2.59

2013

16.71

1.01

80.67

2.63

2014

15.06

0.92

81.84

2.59

2015

8.55

0.52

83.42

2.47

2016

8.67

0.53

83.50

2.56

AM

12.26%

0.68%

76.91

2.61%

AAGR

5.73%

5.45%

0.35%

0.23%

SD

6.64

0.34

3.09

0.30

AM

13.89%

0.81%

81.45

2.55%

AAGR

6.53%

-0.49%

0.15%

0.53%

SD

4.25

0.23

2.01

0.06

-1.01

-2.09

3.50

30.56

PRE

POST

Pre-Post, t-value

Source: Annual Reports of SIB from 2004 to 2016

Earning Quality
l

Return on Equity = Net Profit after Interest and
Tax / Shareholder’s equity * 100

l

Return on Assets = Net Interest Income / Total
assets * 100
Cost to Income Ratio = Operating Expense / Net
interest & Noninterest income * 100
Net interest income margin = net interest income/
Average earning assets * 100

l

l

Return on Equity (ROE): ROE ratio position of the
bank showed a fluctuating trend during the period of
study. It was observed that the highest value of 16.71%
was observed in 2013 and the least of 1.91% in 2005.
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The statistical analysis shows that IT adoption
has resulted in an increase in average value from
12.26% to 13.89%. The AAGR calculated with
the help of geometric mean showed a lower value in
the post IT adoption period. The relative variation of
the ROE was very low during the post adoption
period.
The student’s t-value of -1.01 was below the table value
of 1.96 which shows that null hypothesis was accepted
i.e. no significant difference in ROE between pre and
post IT adoption period.
Return on Assets (ROA): ROA ratio position of the
bank showed a fluctuating trend during the period
with decreasing values during the last three years. It
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was observed that the highest value of 1.01% was
observed in 2013 and the least of 0.09% in 2005.The
statistical analysis shows that IT adoption has resulted
in an increase in average value from 0.68% to 81%.
The AAGR calculated with the help of geometric mean
showed that the rate of increase was very low negative
during the post IT adoption period. In both pre and
post adoption period the standard deviation was found
to be very low.
The student’s t-value of -2.09 was above the table value
of 1.96 which shows that null hypothesis was rejected
i.e. significant difference in ROA between pre and post
IT adoption period was observed.
Cost to Income Ratio (CIR): CIR ratio position of
the bank showed an increasing trend during the period
with decreasing values during the last three years. It
was observed that the highest value of 83.50% was
observed in 2016 and the least of 72.46% in 2004.
The statistical analysis shows that IT adoption has
resulted in an increase in average value from 76.91%
to 81.45%. The AAGR calculated with the help of
geometric mean showed that it decreased during the
post IT adoption period. In both pre and post
adoption period the standard deviation of the ratio
was found to be constant.
The student’s t-value of 3.50 was above the table value
of 1. 96 which show that null hypothesis was rejected
i.e. significant difference in PR between pre and post
CIR adoption period was observed.
Net Interest Income Margin (NIIM): NIIM ratio
position of the bank was between 2 to 3 percent during
the period of study. It was examined that the highest
value of 2.79% was observed in 2005 and the least of
2.24% in 2004. The statistical analysis shows that IT
adoption has resulted in a decrease in average value
from 2.61% to 2.55%. The AAGR calculated with
the help of geometric mean showed a higher growth
rate in the post IT adoption period. In post adoption
period the standard deviation was found to be very
low.
The student’s t-value of 30.56 was above the table value
of 1.96 which shows that null hypothesis was rejected
i.e. significant difference in NIIM between pre and
post IT adoption period was observed.
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Liquidity
Current Ratio = Current Assets / Current Liabilities
Absolute Liquid Ratio = Cash or Cash Equivalents/
Current Liabilities
CDR = Customer Deposits / Total Assets

Current Ratio (CR): (Table 6) CR ratio position
of the bank showed a fluctuating trend during
the period of study. It was observed that the
highest value of 6.61 times was observed in 2016
and the least of 2.22 times in 2005.The statistical
analysis shows that IT adoption has resulted in
an increase in average value from 3.52 times to
4.88 times, which shows a positive sign for the
bank (ideal value - 1.33 times). The AAGR
calculated with the help of geometric mean
showed a higher rate of increase in comparison to
the pre adoption period. Ratio values showed a
higher level of deviation among the Current ratio
values.
The student’s t-value of 0.92 was below the table value
of 1.96 which shows that null hypothesis was accepted
i.e. no significant difference in Current ratio between
pre and post IT adoption period.
Absolute Liquid Ratio (ALR): ALR ratio position of
the bank showed a fluctuating trend during the period
of study. The highest value of the ratio was 0.90 times
and the least value was 0.88 times. AAGR during the
pre as well as post adoption period was uniform and
negligible. The absolute variability among the ratio
values was also very low.
The student’s t-value of -0.58 was below the table
value of 1.96 which shows that null hypothesis was
accepted i.e. no significant difference in customer
deposit ratio between pre and post IT adoption
period.
Customer Deposit Ratio (CDR): CDR ratio position
of the bank showed a value which is near 0.90 times
during the period of study. It was examined that the
highest value of 0.81times was observed in 2014 and
the least of 0.16 times in 2008 & 2011.The statistical
analysis shows that IT adoption has resulted in an
increase in average value from 0.30 times to 0.53 times,
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Table 6: Statement showing Liquidity (` in Millions)
Year

Current Ratio
(Times)

Absolute Liquid Ratio
(Times)

Customer deposit to
total assets ratio (times)

2004

2.79

1.90

0.89

2005

2.22

1.57

0.90

2006

3.79

2.82

0.88

2007

4.42

3.63

0.90

2008

3.23

2.54

0.89

2009

4.65

3.60

0.89

2010

3.82

2.63

0.90

2011

4.47

3.29

0.91

2012

3.38

2.41

0.90

2013

4.93

3.91

0.89

2014

3.48

2.46

0.86

2015

6.41

3.27

0.88

2016

6.61

4.05

0.88

AM

3.52

2.68

0.89

AAGR

1.11%

7.11%

0.10%

SD

0.95

0.85

0.01

AM

4.88

3.23

0.89

AAGR

3.83%

5.46%

0.60%

SD

1.40

0.70

0.02

0.92

0.79

-0.58

PRE

POST

Pre-Post, t-value

Source: Annual Reports of SIB from 2004 to 2016
which shows a positive sign for the bank (ideal value
0.50:1). The AAGR calculated with the help of
geometric mean showed a lower value in the post IT
adoption period. Ratio values showed a high degree
of deviation in the post adoption period due

adaptability to new system.
The student’s t-value of -1.01 was below the table value
of 1.96 which shows that null hypothesis was accepted
i.e. no significant difference in ROE between pre and
post IT adoption period.

Multiple Regression Analysis
Table 7: Model Summaryb
Model

R

R Square

Adjusted
R Square

Std. Error of
the Estimate

DurbinWatson

1

.923a

.851

.777

.12980

2.170

a. Predictors: (Constant), CDR, EPE, ATA, DER
b. Dependent Variable: ROA
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Table 8: ANOVAa
Model

Sum of
Squares

d.f

Mean Square

F

Sig.

Regression
1 Residual
Total

.772
.135
.906

4
8
12

.193
.017

11.448

.002b

t

Sig.

2.380
-2.688
6.646
-4.202
-1.935

.045
.028
.000
.003
.089

a. Dependent Variable: ROA
b. Predictors: (Constant), CDR, EPE, ATA, DER
Table 9: Coefficientsa
Model

(Constant)
DER
1 EPE
ATA
CDR

Unstandardized
Coefficients

Standardized
Coefficients

B

Std. Error

Beta

12.175
-.915
1.663
-.042
-10.339

5.115
.340
.250
.010
5.345

-.675
1.334
-.880
-.486

a. Dependent Variable: ROA
From Table 7 the Durbin-Watson statistic was 2.170
it means that there was no serial correlation between
independent variables and NIIM.
Looking at regression from table 7 and 8, we find that
the explanatory power of the whole second regression
model is about 77.7%, where at the same time, the Fstat is 0.002 and is less than 5%, which is significant.

It is evident from the model that DER, EPE and ATA
is significant in explaining earning capacity of total
assets of South Indian Bank during the entire period
of study.
Thus, we can predict the average ROA (Earnings
indicator) with about 77% explanatory power by the
following model at 5% level of significance:

Findings of the Study

considering the period under study.

Capital Adequacy Position (C): Considering the
capital adequacy parameters CAR, DER and PR, it
was observed that CAR showed a continuous
increasing trend and a higher average value in the post
period. DER and PR showed a fluctuating trend with
higher average value in the post IT adoption period.
Testing of sub hypotheses pertaining to first hypothesis
showed that both Debt-Equity Ratio and Proprietary
showed significant fluctuations in its value during the
post and pre IT adoption period. This is an indication
that IT implementation has resulted in significant
improvement in the capital adequacy position

Asset Quality (C): Considering the Asset Quality
parameters IAR, ATA and PLL, it was observed that
IAR showed a continuous decreasing trend and a lower
average value in the post period. Whereas the ATA
and PLL showed an increasing trend with higher
average value in post period. This is an indication that
the bank was focusing more on its primary business
of advances and deposits. Testing of sub hypotheses
pertaining to first hypothesis showed that both all the
asset quality ratios showed no significant fluctuations
in its value during the post and pre IT adoption
period. Overall it can be observed that bank started
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focusing more on its primary business after forced IT
adoption.
Management Efficiency (M): Consider the
management performance indicators, both earnings
and business per employee showed improved average
values in the post IT adoption period. This increase
was due to the increase in total business and net income
of the business. Total business of the bank showed
significant difference in its value during the post IT
adoption period. Hypothesis testing showed only
significant difference in the EPE value of the bank
during the period of study.
Earning Capacity (E): Considering the earning
capacity indicators ROE, ROA, CIR and NIIM, only
NIIM showed decreased average value during the post
adoption period. The decrease in NIIM is due to the
increased operating expenses associated with
implementation of new IT enabled platform for
transactions. The testing of sub hypotheses shows
significant difference in value between pre-post values
for ROA, CIR and NIIM. This is an indication that
the earnings capacity showing improvements in its
values which will be reflected through the concept of
economies of scale.
Liquidity (L): Among the liquidity indicators, Current
Ratio, Absolute Liquid Ratio and Customer Deposit
Ratio, Current and Absolute liquid ratio showed
improvement in its mean value in the post adoption
period. Even though these ratios were above the ideal

values, a very high value is an indication of lower
amount of advances. This in turn will affect the bank
in term of lower amount of business resulting in lower
profitability. The banks must try to reduce the blocked
cash so that more amount can be released to the
customers, which will generate operating income.
Multiple Linear Regression Model: It is evident from
the model that Total Investment to Asset Ratio,
Allowances to loans & Advances and Current ratio is
significant in explain the Net Interest Income margin
of South Indian Bank during the entire period of study.

Conclusion
CAMEL rating system has been introduced to assess
the performance of the banks. This system evaluated
various parameters, such as Capital Adequacy, Asset
Quality, Management, Earnings Quality, and
Liquidity. By analyzing the 13 years data, it is found
that SIB is making healthy improvement in their
CAMEL indicators. The liquidity position of the bank
needs to be improved as it can have an immediate
impact on its functioning if left unwarranted. Bank
must ensure that unused cash balances must be
converted into business so that decrease in Net Interest
Income Margin can be revamped. Thus SIB needs to
catch upon the efficient management of liquidity
parameters. Earlier people used to talk about the
foreign banks, nationalized banks and private banks,
but, today it is all about the quality and services
provided by the competitors.
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The Impact of Marketing Mix Strategy on Hospital’s
Performance Measured by Patient’s Satisfaction
(An Empirical Study on Santokba Durlabhji Memorial Hospital, Jaipur)
Ankita Jain*
Varsha Choudhary**
Abstract
This research aims to study the impact of marketing mix strategy on patient satisfaction in santokba
durlabhji memorial hospital, Jaipur. This research consists of the independent variables represented by
marketing mix strategy components (namely health service, pricing, distribution, promotion, physical
evidence, process, and personal strategies) and dependent variable which represented by patient
satisfaction. In order to explore the relationship between independent and dependent variables, the
quantitative method was used to collect primary data through a questionnaire, which was administered
in the selected hospital’s patients. All Patients’ of the SDMH were targeted in this research. The research
population of this research consists of 250 patients. The research sample in this research also consists
of the total population accounted 250 patients. The researcher retrieves 190 valid research questionnaires.
A purposive sampling strategy was used to choose the participants in this research.
Keywords: Marketing Mix Strategy, Patient Satisfaction, Hospitals

Introduction
The marketing mix strategy is considered one of the
core concepts of marketing theory (Ziethaml and
Bitner, 2000). In recent years, the popular version of
this concept, that of McCarthy (1964) relating to
the 4Ps: (product, price, place and promotion), has
increasingly come under attack with the result that
diverse marketing mix strategies have been put
forward for different marketing contexts. The term
marketing mix refers to a set of tools available to an
organization to shape the nature of its offer to
customers (Palmer, 2001). Kotler (2000: P15) defines
the marketing mix as “the set of marketing tools that
the firm uses to pursue its marketing objectives in the
target market”.
A number of researchers (Booms and Bitners, 1981;
Lovelock, 2001, Ahmad, 2007) have previously argued
that the traditional 4Ps of the marketing mix model
Ankita Jain*
Associate Professor
The IIS University, Jaipur
Varsha Choudhary**
Assistant Professor
Biyani Group of Colleges, Jaipur

are inadequate for either the marketing of goods or
for services marketing. Services are different from
products, because of their characteristics; intangibility,
inseparability, heterogeneity, and perishability. Earlier
work of Booms and Bitner (1981) extend marketing
mix for services from 4Ps to 7Ps adding three elements
to the traditional model: people, physical evidence and
processes. Customer satisfaction ranks high on the list
of strategic priorities concerned with the achievement
of long-term objectives (Day and Wensley, 1988).
Customer satisfaction (Day and Wensley, 1988) reflects
the effectiveness of the hospital in delivering value to
its patients and other customers.
Patient satisfaction, a crucial piece in the puzzle of
performance assessment, merits consideration as a
performance measure appropriate for small hospitals.
Patient perceptions of quality of care are increasingly
central in conceptual and operational models of
performance measurement (Lied and Kazandjian,
1999). In other words, customer satisfaction relates to
the patient and his family, and includes various
dimensions ranging from the “hotel” service aspects
(such as food or parking services) to medical aspects
such as morbidity, use of a range of antibiotics or
nursing services.

We develop a conceptual framework aimed to
recognize marketing mix strategy components
influence patient satisfaction in SDMH. The
manuscript is organized as follows: Initial discussion
begins with a deeper look at the marketing mix strategy
of a health organization. The purpose of the current
research is to explore the impact of services marketing
mix strategy components hospital’s performance based

on patient satisfaction in SDMH.

Objectives of the Research
1. To define the components of the marketing mix
strategy of the private sector hospital in SDMH.
2. To determine the elements, which constitute the
hospital performance measured by patient
satisfaction of the private sector hospitals in
SDMH.

Table-1: Review of Literature
Study Reference

Objective

Sampling Method/
Sampling Size/
Data Source

“T.Dheepa
N.Gayathri
P.Karthikeyan,
(2015)”

• To know how to
measure the
patient’s satisfaction and more
critical of the
quality of service
they experience

• SM: Multistage
sampling method

• Percentage
analysis

• SS: 286
Respondents were
chosen for the
study

• Factor analysis

• To identify
patient’s
satisfaction
towards various
dimensions that
influence the
quality of service
in the
government
hospitals in the
western districts
of Tamil Nadu

• July-December 2017

• Multiple
regressions.

• DS: Self
completed
questionnaire

“Zahra Khamda, • To measure
• SM: Random
Nazanin Pilevari
service providers’
sampling
(2013)”
perceptions and
• SS: Health care
preferences
service providers
towards quality of
were chosen from
healthcare services
different areas of
• To present a
Iran.
model for ranking
• DS: 20-item scale
service quality
questionnaire
among four
Iranian hospital
wards
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Data Analysis
Method

• Preference
Ranking
Organization
Method

Findings

• It was noticed that
patient’s were
disappointed and
annoyed. And
government
hospitals need to
improve on their
performance.

Research findings
conclude that a
sharper way to
demystify grades
of service of any
organization if
done according to
a ranking process
would be more
worth.
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Study Reference

“S.SHARMILA,
DR.JAYASREE
KRISHNAN,
(2013)”

Objective

Data Analysis
Method

Findings

• Structural
equation
modeling (SEM)

Findings once
again proved that
in private
hospitals doctors
are sincerely
concerned about
the patients,
doctors and
nurses work more
faithfully there,
and private
hospitals are
leaving no stone
unturned in order
to provide
comfort to their
patients.

• SM: Random
Sampling method

• Regression
analysis

• SS: 292 Patients
from different
hospital types of
turkey

• Cronbach’s
alpha,”

“The effect of
SERVQUAL
dimensions on
customer
satisfaction and
return intention”
was undergone
thoroughly for
each type of
hospital.
Conclusions
pointed out that
empathy was the
deciding
ingredient
regarding
customer
satisfaction for all
hospital types
showing that
customers desire
and welcome a
customer-focused
service concept.

• To present an
• SM: Simple
Random
analysis of the
literature examine
Sampling
objective
• SS: 320
information
respondents were
concerning the
chosen for the
subject of patient
study
satisfaction, as it
• DS:
applies to the
Questionnaire
current medical
practices.

“Fethi Calisir,
• To evaluate the
Cigdem Altin
effect of service
Gumussoy, Ayse
quality
Elvan
dimensions on
Bayraktaroglu
customer
and Burcu Kaya,
satisfaction.
(2012)”
• To understand
the usage of
modified
SERVQUAL
model
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Sampling Method/
Sampling Size/
Data Source

• DS: Survey item
were adopted for
questionnaire
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Study Reference

“Johan de Jager
and Therese du
Plooy, (2011)”

Objective

Sampling Method/
Sampling Size/
Data Source

Data Analysis
Method

• To study the in• SM: Random
• Kolmogorovpatients and outsampling method
Smirnov Test
patients
method
• SS: 448 Patients
expectations,
were chosen from • Kruskall Wallis
perceptions and
provincial hospital
test”
satisfaction
in Gauteng, South
related to services.
Africa.
• DS: Personal
Interview method

“Dr. Mamta
• To explore the
• SM: Convenient
Brahmbhatt, Dr.
concept of service
sampling method
Narayan Baser,
quality in a health
• SS: 246 patients
Prof. Nisarg
care setting
were chosen for
Joshi (2011)”
the study

• Mean score
• Comparative
analysis

• DS: Structured
Questionnaire

3. To determine the effects of the marketing mix
strategy components on the hospital performance
measured by patient satisfaction of the private
sector hospital SDMH.

Hypothesis of the Research
l

Service marketing mix strategy components have
a positive and significant effect on the hospital
performance measured by patient satisfaction in
SDMH.

Research Methodology
The current study is based on primary and secondary
data both for the collection of primary data the
questionnaire was developed. The universe of the study
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Findings

The findings
pointed out that
patients from
stem to stern wish
ultimate level of
response, but only
birdfeed of it is
being given,
resulting in failure
on hospital part
and dissatisfaction
on customer part.
The results
revealed that the
customers’
perceptions did
not exceed their
expectations, as
they were
dissatisfied with
the level of
healthcare services
rendered by both
Government and
private sector
hospitals.

was the people who were the patients of SDMH Jaipur,
Rajasthan.
Data Collection Method: - Questionnaire
Sample Size: - The size of respondents is 250 out of
which 190 were valid
Research Design: - Exploratory and Descriptive
research design

Interpretation:
Table 3 shows the correlation matrix, which presents
the value of the Pearson correlation coefficient between
every pair of variables, the 1-tailed significance of each
correlation and the number of cases contribution to
each correlation (N=190).
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Data Analysis and Interpretation
Table-2: Marketing Mix Strategy and Hospital Performance Measured by Patient Satisfaction (HPMPS)
Pearson
Correlation

HPMPS

Health
Service
Strategy

Price
Distribution Promotion Physical Process
Strategy Strategy
Strategy
Evidence Strategy

Personal
Strategy

HPMPS

1.000

0.520

0.061

0.074

0.300

0.389

0.391

0.217

Health
Service
Strategy

0.520

1.000

0.316

0.034

0.286

0.452

0.306

0.254

Price
Strategy

0.061

0.316

1.000

0.236

0.272

0.183

0.328

0.220

Distribution 0.074
Strategy

0.034

0.236

1.000

0.235

0.117

0.032

0.040

Promotion
Strategy

0.300

0.286

0.272

0.235

1.000

0.220

0.361

0.313

Physical
Evidence

0.389

0.452

0.183

0.117

0.220

1.000

0.495

0.338

Process
Strategy

0.391

0.306

0.328

0.032

0.361

0.495

1.000

0.351

Personal
Strategy

0.217

0.254

0.220

0.040

0.313

0.338

0.351

1.000

Interpretation:
With regard to the relationships among predictors, and
the outcome as shown in Table-2, (5) out of (7)
marketing mix strategy components had a significant
positive correlation with the hospital performance
measured by patient satisfaction that shows the
influence of the marketing mix strategy components
on hospital performance measured by patient
satisfaction . Between the other predictor variables
“marketing mix strategy components”, and the
outcome factor “hospital performance measured by
patient satisfaction” Pearson correlation results ranged
from (0.520–0.217) with the correlation of all 5
positive marketing mix strategy items being significant

(p<0.05). The only two capability found not to show
a significant positive correlation is the distribution
strategy (r =0.07, p=0.191), pricing strategy (r=0.061,
p=0.161) However, among all the predictors, health
service strategy correlates best with the hospital
performance measured by patient satisfaction in that
it has highest positive correlation with it, which is also
significant: (r =0.520, p<0.05). Therefore, it is likely
that this variable will best predict and/ or explain the
variance. The results of the analysis have demonstrated
that the multiple regression model (table 3), which
consists of the marketing mix strategy components has
significantly improved our ability to explain the
outcome variable.

Y = B0 + B1X1 + B2X2 + B3X3 + B4X4 +B5X5+B6X6+B7X7 + E
Y = 0.654+0.346X1 + 0.032X2 + 0.045X3 + 0.172X4 +0.179X5+0.184X6+0.142X7 + E
Where:
Y= the predicted value on the hospitals performance
B0= the Y intercept, the value of Y when all Xs are
zero
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X1= Health service strategy
X2=Pricing strategy
X3=Distribution strategy
X4=Promotion strategy
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Table-3: Marketing Mix Strategy and Hospital Performance Measured by Patient Satisfaction (HPMPS)
Sig.
(1-tailed)

HPMPS

Service
Strategy

Price
Strategy

Distribution
Strategy

Promotion
Strategy

Physical
Evidence

Process
Strategy

Personal
Strategy

HPMPS
Health
Service
Strategy
Price
Strategy
Distribution
Strategy
Promotion
Strategy
Physical
Evidence
Process
Strategy
Personal
Strategy
HPMPS
Health
Service
Strategy
Price
Strategy
Distribution
Strategy
Promotion
Strategy
Physical
Evidence
Process
Strategy
Personal
Strategy

0.000

0.000
-

0.161
0.000

0.191
0.345

0.000
0.000

0.000
0.000

0.000
0.000

0.005
0.001

0.161

0.000

-

0.002

0.001

0.014

0.000

0.004

0.191

0.345

0.002

-

0.002

0.082

0.354

0.318

0.000

0.000

0.001

0.002

-

0.004

0.000

0.000

0.000

0.000

0.014

0.082

0.004

-

0.000

0.000

0.000

0.000

0.000

0.354

0.000

0.000

-

0.000

0.005

0.001

0.004

0.318

0.000

0.000

0.000

-

190
190

190
190

190
190

190
190

190
190

190
190

190
190

190
190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

190

X5=Physical evidence strategy
X6=Process strategy
X7=Personal strategy
B= the various coefficients assigned to the IVs during
the regression
E = an error term.
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Interpretation:
These coefficients as shown in table 4 are referred to
as B values, which indicate the individual
contribution of each predictor to the model. By
replacing the B values into the above equation, the
model becomes defined. In this way, the B values
inform the relationship among the hospital
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Table-4: Coefficient of the Multiple Regression Model/Hospital Performance Measured by Patient Satisfaction
Model

Unstandardized
Coefficient

Standardized Coefficient

B

Std. Error

Beta

T

Sig.

Constant

0.654

0.456

-

1.435

0.154

Health Service Strategy

0.346

0.077

0.360

4.494

0.000

Price Strategy

0.032

0.058

0.124

1.583

0.0116

Distribution Strategy

0.045

0.086

0.086

0.994

0.322

Promotion Strategy

0.172

0.079

0.167

2.167

0.032

Physical Evidence

0.179

0.038

0.151

2.067

0.041

Process Strategy

0.184

0.099

0.158

1.867

0.042

Personal Strategy

0.142

0.080

0.040

0.524

0.031

R2 =0.731

Adjusted
=0.743

R2F
=11.720

F=11.720
P<0.05

Dependent Variable:
patient satisfaction

performance measured by patient satisfaction and
the influences of the marketing mix strategy. If the
value is positive, this indicates a positive relationship
between the predictor and the outcome, whereas a
negative coefficient represents a negative relationship.
Viewing the B value under the first column, health
service strategy has the highest positive relationship
with the outcome variable hospital performance
measured by patient satisfaction (B=0.346).Non
similarly, pricing strategy (B=0.032), while
distribution strategy has no significance (B= 0.045).
Whereas the other four components (promotion,
physical evidence, process, and personal strategies)
are significantly related to the hospital performance
measured by patient satisfaction (P-value=0.172,
0.179, 0.184, 0.142) respectively.

l

Conclusion
l
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Health Service Strategy: - It is found that the
majority of SDMH provides a comprehensive
range of health and medical service classes to
facilitate the diverse needs and wants their target
market. Developing and introducing new health
services is applied in SDMH. The importance of
introducing and developing new health services is
twofold. First it is a competitive tool for the
hospital’s growth and continuations, and for
enabling the hospital to meet needs and wants for

l

the largest possible market. Second, in light of the
updated medical technology worldwide, it helps
hospitals to gain opportunities that lead to
increased market share and penetrate new markets.
The research data indicates that patient services is
a fundamental factor in a health service strategy
and a crucial part of the marketing strategy, whereas
the SDMH focus on customers’ (patients)
confidential cases.
Pricing Strategy: - The quantitative data analysis
in SDMH indicated that there are disparate pricing
strategies are frequently adopted within the
hospitals. These strategies involve pricing based on
government regulations, and the varying costs,
which the SDMH incur. The pricing policy based
on competition in the Jeddah health market and
price discrimination according to market segment
was utilized by SDMH.
Distribution Strategy: - It is found that the
majority of SDMH provide an hourly service
availability to match the non-programmed
emergency and accident cases. The research data
indicates that SDMH have no branches in different
provinces and cities in Jaipur. This may be due to
a high cost of establishment or/ the concentration
policy in one branch. As such, most of SDMH do
not have a mobile clinic.
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l

l

Promotion Strategy: - The qualitative data analysis
suggests that the most prominent method of
promotion is by “word-of-mouth” communication
where an existing patient recommends the
hospital services to other customers in similar or
different cases of illness. The word-of-mouth
communication, personal selling and customer
personal contact, and public relation, and publicity
for promoting health services were used by SDMH.
The rationale behind using word-of-mouth
communication in promoting health services is
that the health service has unique complex
characteristics especially the aspect of intangibility.
Medical and administrative staff believes that the
greatest means of promoting health service is by
word-of-mouth. Furthermore, promoting health
services is more problematic compared with other
services or products. The rationale underlying use
of public relations and publicity (free medical days)
to enhance the hospitals image in promoting their
health service is that hospitals need to build trust
and improve the reputation of their health services.
The low use of other methods of promotion
(advertising) remains a matter of debate among the
health services in Jaipur.
Physical Evidence Strategy: - The research data
indicates that customer service is a fundamental
objective in designing the physical evidence strategy
of SDMH by which it can create a customerfriendly atmosphere and comfortable access to the
health services. Therefore, the customers of
hospitals face an altogether different psychological
situation compared to customers of other service
organizations, which need additional effort to help

l

l

them reduce the degree of anxiety experienced by
concentrating on the physical evidence atmosphere
facilities.
Health Process Strategy: - The research data
reveals that the health/medical services delivery
process strategy is the most sensitive and critical
activity that SDMH, as with any hospital around
the world concentrates upon to deliver their services
on time. Most medical cases do not accept any
delay in treatment. SDMH also recognized
satisfaction among their customers during
delivering health services for two reasons: first, the
social responsibilities, and second the great
competition extent in the health care market.
Personal Strategy: - The data indicates that
SDMH are generally improving their personal
ability to perform their service role and to maintain
a competitive level. They further concentrate on
their staff ’s appearance because of the extreme
contact occurring between staff and hospital
patients. Serving customers in hospitals are critical
activities that may earn customer satisfaction- or
approbation, so excellent standards are essential
within such an environment.

Limitations of the Study
l

This research has been conducted in a single service
industry, the health service industry in Jaipur,
exclusively in the Santokba Durlabhji Memorial
Hospital, which implies that the generalisability
of the research results are limited to the SDMH in
Jaipur business environment context, and cannot
be generalized to other health services markets
either in developed or developing countries.
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