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PREFACE
Managing services and creating value has become challenging task in emerging
markets. Service sector opens numerous opportunities with challenges in global competent
markets. The development towards the “Service Society” has long viewed to be just an
academic vision but has already become a reality to a large extent. Innovative services
drive and go along with economic change, they act as a motor for social renewal and
contribute significantly to strengthening the competitiveness. It’s highly necessary to
update, identify and emphasis these emerging areas.
With this thoughts in mind, GITAM School of International Business organised two
day National Conference on “Services in Emerging Markets- Opportunities and
Challenges” on March 9-10, 2018 to provide a platform for the researchers, industry,
academia and marketing practitioners to discuss, debate and present their results,
concerns, trends, challenges and best practices of managing the services in emerging
markets. To understand what works, what doesn’t, and most importantly, what’s next to
ensure success. The Conference brings the managers and academic researchers together to
prepare for what tomorrow brings.
This volume presents 16 papers contributed by authors during this conference from the
industry and academia and selected through double blind review from the papers
presented in the National Conference on “Services in Emerging Markets- Opportunities
and Challenges”, organized by GITAM School of International Business, Visakhapatnam,
India on March 9-10, 2018. While some papers are passed on empirical studies, others are
conceptual and case based. The papers focus mainly on five themes: service quality and
customer satisfaction, Indian service economy, banking and finance services, brand
identity and Customer Relationship Management.
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Gaining Competitive Advantages through Service Quality, Customer Satisfaction and
Customer Retention: An Empirical Study
1

Mohd. Afroz Pasha & 2M. Razashah

Abstract
Creating competitive advantage requires a determination of the factors that may put a firm in a better position in
relation to its competitors in the marketplace. Four strategic capabilities which can be considered as competitive priorities
are identified by; low cost, quality, quick delivery and flexibility. Alternatively, competitive advantage, as identified by, is
derived from five sources of innovation: new technologies; the modification of demand or the emergence of new demand;
the emergence of a new segment; changes in costs or the availability of same vein, considers that quality and productivity
can be used as strategic weapons to achieve competitive advantage. The purpose of this research was to explore and find
out the source of the competitive advantages of the firm, to investigate the influence of Service quality, Customer
Satisfaction and Customer retention. For this purpose, data is collected from 160 respondents (managers and clerks) of
SBI base on convenient sampling. The collected data is analysed with the help of SPSS by using descriptive and inferential
statistics. From the results, it found that Service quality, Customer Satisfaction and customer retention are the major
source of Competitive advantages to the firm.
Keyword: Competitive Advantage, Customer Satisfaction, Customer Retention, Low Cost, Service Quality and Strategic.

Introduction
Competition within the business world, as we all know it these days, is dynamic and difficult.
Customers became
additional responsive
to the
competition that's going down around
them. the
increase of info age has educated people to go looking information from merchandise and services, that has
modified the economic process in several industries.
The link between customers and companies has powerfully developed to a direction wherever the consumer
has a dominating position during a sense of bargaining power (Peppard, 2000; Porter, 2008). With this power,
customers became demanding towards service suppliers (Porter, 2008; Peppard, 2000).
One might state that several industries, together with industry, area unit underneath the mercy of their
customers. Gaining competitive advantage in today’s business service organizations may be a terribly serious
task for managers, as a result of they have to search out the simplest way to deliver superior worth to their
customers (Yap, Ramayah, &Shahidan, 2012; Yu &Dean, 2001; Joseph Oliver, 1999).
The big question is that, wherever ought to financial industry companies produce them competitive advantage
and what approach ought to be won’t to request it? Numerous researchers, like Kish (2000) and Reichheld
(1990) don’t notice this case insuperable, by focusing the answer on the organizations’ lifeline of survival, the
revenue that is gained from loyal customers. Organizations can’t keep within the game while
not making quantity, in alternative words they have to earn additional revenues than what they pay on
operations and also the supply of majority of the revenue is customers. The importance of customer
relationship possesses countless attention throughout the last decades and totally different selling studies
highlights the role of customer satisfaction and also the positive impact of their loyalty in service
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organizations
(Yu
&Dean,
2001), like banks
and
insurance companies (Peppard,
2000). the
essential plan for semi-permanent fight is to manage the customer during a level that's superior, compared to
the competition and thereupon, gain the customer’s loyalty (Wirtz, Heracleous & Pangarkar, 2008).
However vital issue the customer’s loyalty extremely is and the way will it impact on financial
performance? However happy the customer extremely must be for an organization to achieve competitive
advantage?
Review of Literature
Generic competitive strategies (Porter, 1998) have been broadly acknowledged as the source of competitive
advantage since 1985, when Porter initially made the framework. In this model, he contended that there must
be two diverse routes for a firm to make competitive advantage: cost advantage or differentiation. Inside these
two, the organization can use focus strategy. In general, there are four distinctive approaches to accomplish
better than expected execution. Which system an association should utilize, depends additionally on the
business it is contending in (Eisenhardt and Martin, 2000). By redoing one of these methodologies, an
association can adapt preferred to the five powers over its adversaries (Porter, 1998). By executing a
nonexclusive view, an organization can build up operational adequacy over its adversaries and set up a
distinction that it can save, and this is the core of focused procedure. This separation approach is utilized as a
part of this examination, as it is affirmed as a substantial wellspring of upper hand in later concentrated as
well, which are more worried on the field of administration quality (Wirtz, Heracleous, and Pangarkar, 2008;
Reichheld F., 2003; Yap, Ramayah, and Shahidan, 2012; Peppard, 2000).
Delivering services with unrivaled quality will make it harder for the customers to leave for benefit for an
adversary, at the end of the day, it will debilitate their bargaining power (Peppard, 2000) (Peppard, 2000).
From service organization’s perspective viewpoint, the service level and how the organizations employees
convey the service can be a strong wellspring of differentiation and competitive advantage (Wirtz, Heracleous
& Pangarkar, 2008).
The competitive advantage is picked up by making an association with customers, based on quality,
advancement, discourse and learning (Nguyen and Mutum, 2012; Grönroos, 1996). This is viewed as more
sustainable strategy and it's generally supreme by contenders. Basically, a strategy, that can make a long haul
competitive advantage (Grönroos, 1996).
Payne and Frow (2005) expressed that organization ought to decide, regardless of whether its value
proposition is probably going to come about an unrivaled customer experience. Their far-reaching
understanding was that customer evaluates different attributes of product or service and these characteristics
ought to positively affect the customer. For doing this, an organization must get information from its
customers by consistently refreshing learning of their needs, motivations and behavior (Gebert, Geib, Kolbe,
& Brenner, 2003).
Gebert et al. (2003) likewise underline the significance of customer experience in their knowledge
management model. They include that information from customers depends on the way that customers pick up
their own aptitude while utilizing service, in this way they ought to be viewed as equal partners when changes
are talked about.
Richard and Jones (2008) are talking about from a similar issue in their article, where they endeavor to
discover the esteem drivers for CRM. They sum up that one of the center advantages of managing customer
relations is that it enhances the efficiency and effectiveness of customer service. The researchers say that
2
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customer service is a urgently vital capacity, since it works in the bleeding edge of an organization and
customer service is capable of service recover endeavors, which greatly affect customers’ satisfaction and
retention rates
Pursuing long-term relationships with customers is more productive for an organization (Nguyen & Mutum,
2012). Other marketing management researchers concurred with this reality (Grönroos, 1996; Payne & Frow,
2005; Hendricks & Singhal, 2001) by expressing that organization’s long-term success and achievement is
dependent upon customer retention over customer acquisition, since it is more productive to manufacture
enduring relationship with existing customers than continually recruit new customers.
Finance companies are contending is service industry, which consequently brings up that organizations ought
to enhance the nature of their services to impact on customers’ satisfaction and loyalty (Peppard, 2000).
In other words, the organizational activity, the arena of service quality is the area, where the competitive edge
can be increased (Porter & Millar, 1985; Porter, 1996). By differentiating services to see the customers’ needs,
is a way to gain competitive advantage (Wirtz, Heracleous, & Pangarkar, 2008). It comes down to the fact that
finance service organization has to carry service excellence over its rivals (Peppard, 2000).
Yu and Dean (2001) discovered satisfaction from a bit dissimilar perspective. They specified that customer
satisfaction has two sides in it, the cognitive component and the emotional component. They contended that
most of researches of the subject have been conducted from the cognitive perspective, which refers to
customers appraisal of perceived performance in terms of its value and adequacy and contrasting it to their
expectation standards. Their observed finding gave suggestion that the emotional component, which contains
emotions such as happiness, surprise and disappointment, had a stouter correlation coefficient for positive
word of mouth, switching behavior and willingness to pay more than the cognitive component. Positive
emotions are stronger indicators for loyalty than cognitive factors. Their finding also recommended that
negative emotions would easily lead to complaint behavior, and eventually that emotions influence on decision
making.
The studies show that service quality is a key precursor to customer satisfaction and that quality service is
well-thought-out as an indispensable strategy for success and survival in today’s competition (Zeithaml VA,
Berry, & Parasuraman, 1996; Wirtz , Heracleous , & Pangarkar, 2008).
Yap et al. (2012) empirical findings suggested that almost half of the satisfaction experienced by customers is
from perceived service quality, such as recent consumption experience of associated service like customer
service. The correlation between service quality and satisfaction was 0,453. Thus, the level of satisfaction that
customers are getting is a good indicator of the level of services they are receiving. This study also focuses on
perceived service quality for it includes evaluation of customer service and enabling service features, such as
range of services, and because finance industry is a service industry (Yap, Ramayah, & Shahidan, 2012).
Jones and Sasser (1995)states that there are four elements that affect customer satisfaction: the basic element,
which is the expected service or product, basic support service, a recovery service for counteracting service
failures and bad experiences and finally, the extraordinary services for meeting customers’ personal
preferences. Companies must excel in all of these fields to avoid dissatisfaction (Jones & Sasser, 1995). This
study will also take this approach and give more value on other elements, which have got more attention
among academics, such as recovery services.
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Need and Important of the Study
One of the most important roles for strategic management is to come up a way, how to create competitive
advantage inside its competitive environment (Eisenhardt & Martin , 2000). This subject is very important to
comprehend, because it is the issue that fundamentally gives growth to organizations value, but still it is not
quite well understood among managers. When different firms are being analyzed, it is always clear that this is
the element, which has made other companies to succeed and rise from the average. The only way to rise is to
deliver greater value then competitors (Porter, 1996). The question remains: how to interpret competitive
advantage?
How to create it, in other words, how to surpass the competition, differs on the industry and the nature of the
competition (Eisenhardt & Martin, 2000). General opinion is that it can be built on organizations resources,
these been called as resource-based views (Porter, What is Strategy?, 1996; Barney, 1991; Peteraf, 1993), and
others give more value for organization’s culture and human capital (Lismen, Shaffer and Snape). RBV
models have been criticized for being not dynamic enough (Eisenhardt & Martin , Dynamic Capabilities:
What Are They? Strategic, 2000), and they don’t give enough credit to managers because they favor
companies with dominating resources. Competitive edge can also be studied from the perspective of customer
relationship management and customer value, which often are closely related to service quality.
Statement of the Problem
The global practice of banking organizations is to stimulate national economic growth by increasing operating
revenues, deposit and credit facilities. The banking sector is also responsible for financing investment
portfolio, generate high revenue and expand the national reserve. In events of economic recession and
adversities, the bank helps in hedging risk and financing tangible investments. Banks are expected to be wellcapitalized and imbibe restricted lending culture to avail the much-needed sustainable growth and
development. These are the essences of banking sector’s support to national economic growth and
development and why attaining competitive advantage has always been the priority of the actors in the sector.
Competitive advantage as a broad concept deals with business engineering process (BRP) that will put the
organization in a lead among other competitors within their sector. It specifically addresses what the
organization has in stock that will achieve advantage in the competitive market. In these stances, constructs
like strategic planning, competitive intelligence, corporate social responsibility, innovation and creativity are
used as synonyms to competitive advantage. On another hand, competitive advantage is seen as a performance
construct which shows a phenomenon of organizational progress. In such cases, constructs like organizational
performance, operational efficiency, financial performance, financial sustainability, organization creativity and
innovation have also been used in describing competitive advantage.
Research Questions
The main research question of the study is:
1. Where does Banks organization derive its competitive advantage?
2. How service quality, customer satisfaction and customer retention has contributed for competitive
advantage of the bank?
Research Objectives
To explore the sources of competitive advantages in banking
To find out the Effects of Competitive Strategies on Service Quality, Customer Satisfaction and
Customer Retention
4
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Hypothesis of the Study
1.
2.

Service Quality, Customer Satisfaction and Customer Retention are the source of competitive
advantages in banking
Competitive strategies positively influence on Service Quality, Customer Satisfaction and Customer
retention.

The Significance and Scope of the Study
This study is positioned strongly within the area of competitive advantage (Porter 2008; Eisenhardt & Martin
2008) by approaching from the direction of service quality (Yap et al. 2012) and customer loyalty (Bowen &
Chen 2001). The main point of this research is to simplify the different existing framework for achieving
competitive edge. Further, the study will clarify the strategic decision, which managers must make to improve
their market position. The study will also point out the importance of customer-oriented strategic planning,
which can be used as a dynamic capability to gain competitive advantage (Eisenhardt & Martin 2000).
Research Method and Design
Study Area: The geographical area is limited to Kamareddy District.
Research Approach: The research approach for the present study is Descriptive Research and explanatory
one.
Population: For this present research, all SBI bank managers and official located in the Kamareddy District
were identified.
Sampling frame: For this paper, list of all branches of SBI in Kamareddy District in Telangana State was
obtained.
Sampling procedure: The present study use Non-Probability sampling methods was used for data collection,
50 bank managers and 110 clerks were selected on the basis of purposive sampling method.
Sample size: For the present study 50 managers and 110 clerks were selected from 20 branches of SBI
situated in Kamareddy District of Telangana State.
Sources of data: Data for the study is collected from both primary and secondary sources.
Data Collection Tools and Procedures
The study employed mainly questionnaire in collecting the primary data and the analysis was substantially
based on primary data.
Scale Measurements
Scale are designed by survey of previous studies relating to competitive advantages, competitive strategies,
service quality, customer satisfaction and customer retention. The initial measures were refined and pre-tested
to enhance the validity and accuracy of the questionnaire by conducting pilot study consist of 10 managers and
20 clerks.
Reliability of the instrument
In this study, the coefficient alpha analysis is performed on each scale measuring Competitive Strategies,
service quality, customer satisfaction and customer retention. The coefficient alpha for all measurement are
above the threshold value .75. The table 2 present the coefficient alpha value.
5

Special Issue on Services in Emerging Markets

Sl. No
1
2
3
4

Table 1 Cronbach's Alpha Coefficient for Constructs
Measurement Scale
Number of items
Cronbach Alpha (α)
Competitive Strategies
9
.787
Service Quality
6
.863
Customer Satisfaction
5
.948
Customer Retention
3
.914

Data analysis
Data collected was feed in to the computer, coded and analyzed with the help of the Statistical Package for
Social Sciences version 25 (SPSS) computer software. Descriptive statistics (frequencies and percentages) was
used to describe the study findings while inferential statistics were used to test the hypothesis.
1.

Mean and standard deviation

2.

Correlation and regression

3.
Variables in the Study
In this study the independent variables were the three Porter’s generic competitive strategies (differentiation,
cost leadership and focus).The dependent variables are Service quality, customer satisfaction and customer
retention.
Findings and Discussions
Table 2 Descriptive statistics related to Competitive Strategies
Competitive Strategies
Differentiation Strategies
Cost Leadership Strategies
Focus Strategy

Minimum
1.00
1.00
1.00

Maximum
5.00
5.00
5.00

Mean
4.3970
4.3840
4.2420

Std. Deviation
1.18270
1.18573
1.29658

From the table 2 of descriptive statistics it is inferred that respondents are agreed with the statement related to
competitive strategies. The mean value is between 4.39 to 4.24 and standard deviation value I
1.18 to 1.29.
Table 3 Descriptive statistics related to Service Quality, Customer Satisfaction and Customer loyalty
Service Quality
Customer Satisfaction
Customer Loyalty

Minimum
1.00
1.00
1.00

Maximum
5.00
5.00
5.00

Mean
4.2850
4.2930
4.2420

Std. Deviation
1.26466
1.33901
1.36356

The table 3 depicted the descriptive statistics related to Service Quality (M=4.28, SD=1.26), Customer
Satisfaction (M=4.29, SD=1.33) and Customer Loyalty(M=4.29, SD=1.36).
Table 4 Source of competitive advantages in banking
Source of competitive advantages
Target Market
Pricing Strategies
Distribution Strategies
Promotion Strategies

Mean
4.5290
4.2120
4.2070
4.0970

Rank
1
2
3
4

From the above table 4 it is found that out of four sources of competitive advantages of the bank. The first
source of competitive advantage is target market, followed by pricing strategies, distribution strategies and
promotion strategies.
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Table 5 Key Industry Success Factors in bank
Mean
4.4840
4.3940
4.3680
4.1880

Product innovation
Extensive distribution of Bank branches
Customer focus
Economies of scale

Rank
1
2
3
4

The table 5 depicted the key Industry success factors in banks are Product innovation with the mean 4.48 has
given first rank and other key success factors are Extensive distribution of Bank branches (4.39),Customer
focus (4.36) and Economies of scale (4.18).
Table 6 The Most Important Strategies in Bank
Mean
4.5300
4.4830
4.4790
4.4580
4.3560
4.3430

Low bank charges
Easy access to loans
Superior customer service
Key accounts held with bank
Extensive branch network
Large customer base

Rank
1
2
3
4
5
6

The 6 present most preferred strategies of bank for gaining competitive advantages among them low bank
charges are top most strategy adopt by the bank (M=4.53), followed by Easy access to loans (M=4.48),
Superior customer service (M=4.47), Key accounts held with bank (4.45), Extensive branch network (M=4.35)
and Large customer base (M=4.34).
Hypothesis testing
Table 7 Correlation between competitive strategies and service quality
Service Quality
Pearson Correlation
.901**
Differentiation Strategies
Sig. (2-tailed)
.000
N
160
Pearson Correlation
.908**
Cost Leadership Strategies
Sig. (2-tailed)
.000
N
160
Pearson Correlation
.830**
Focus Strategy
Sig. (2-tailed)
.000
N
160
Pearson Correlation
1
Service Quality
Sig. (2-tailed)
N
160
From the Spearman’s Correlation Coefficient Tests, it is found that competitive strategies are positively
correlated with Service Quality. Differentiation Strategies (r=0.901), Cost Leadership Strategies (r=0.908) and
Focus Strategy (r=0.830). This value indicates that there is a strong positive correlation between competitive
strategies and service quality.
Table 8 Regression Analysis – Influence of competitive strategies on service quality
Model Summary
Std. Error of the
Model
R
R Square
Adjusted R Square
Estimate
a
1
.916
.840
.839
.50723
a. Predictors: (Constant), Focus Strategy, Differentiation Strategies, Cost Leadership Strategies
7
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ANOVAa
df
3
996
999

Model
Sum of Squares
Mean Square
F
Sig.
Regression
1341.526
447.175
1738.101
.000b
1
Residual
256.249
.257
Total
1597.775
a. Dependent Variable: Service Quality
b. Predictors: (Constant), Focus Strategy, Differentiation Strategies, Cost Leadership Strategies
Coefficientsa
Unstandardized
Standardized
Coefficients
Coefficients
Model
t
Sig.
B
Std. Error
Beta
(Constant)
-.015
.062
-.249
.803
Differentiation Strategies
.144
.092
.134
1.567
.117
1
Cost Leadership
.627
.094
.588
6.689
.000
Strategies
Focus Strategy
.217
.023
.222
9.425
.000
a. Dependent Variable: Service Quality
The table 8 below represents the results of multiple regression analysis of relationship between competitive
strategies on service quality. The results show that the relationship between Competitive Strategies on service
quality is quite reasonable (R=0.916),.840 variance (Adjusted R2). 83.9% on service quality due to
competitive strategies adopted by the bank. Among the competitive strategies cost leadership strategies
(β=.588, Sig=.0000) and focus strategy (β=.222, Sig=.0000) are significantly influence on service quality.
Overall, the regression model was quite good with (F=1738.101), one tailed p < .001.
Table 9 Correlation between competitive strategies and service quality
Customer Satisfaction
Pearson Correlation
.053
Differentiation Strategies
Sig. (2-tailed)
.095
Pearson Correlation
.053
Cost Leadership Strategies
Sig. (2-tailed)
.092
Pearson Correlation
.090**
Focus Strategy
Sig. (2-tailed)
.004
The results presented in table number 9 indicate that the correlation coefficient for the relationship between
competitive strategies and service quality are direct, linear and positive ranging from moderately high
correlation (r=0.60 to 0.79) to high correlation (r=0.80 to 0.1 ) significant correlation were shown to exit
between Focus Strategy and service quality (r=0.90, p<0.01), there also a correlation between Differentiation
Strategies (r=0.053, p>0.05),Cost Leadership Strategies ( r=0.053, p>0.05<0.01) on service quality. But,
results are not significant.
Table 10: Regression Analysis – Influence of competitive strategies on Customer Satisfaction
Model Summary
Model
R
R Square
Adjusted R Square
Std. Error of the Estimate
a
1
.099
.010
.007
1.33439
a. Predictors: (Constant), Focus Strategy, Differentiation Strategies, Cost Leadership Strategies
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ANOVAa
Sum of
df
Mean Square
F
Sig.
Squares
Regression
17.681
3
5.894
3.310
.020b
1
Residual
1773.470
996
1.781
Total
1791.151
999
a. Dependent Variable: Customer Satisfaction
b. Predictors: (Constant), Focus Strategy, Differentiation Strategies, Cost Leadership Strategies
Coefficientsa
Unstandardized
Standardized
Coefficients
Coefficients
Model
t
Sig.
B
Std. Error
Beta
(Constant)
3.997
.163
24.510
.000
Differentiation Strategies
.004
.241
.003
.015
.988
1
Cost Leadership
-.092
.247
-.082
-.373
.709
Strategies
Focus Strategy
.161
.061
.156
2.660
.008
a. Dependent Variable: Customer Satisfaction
Results of multiple regressions analysis show that the correlation (R value) is 99% while the R square value is
105% (Table no 10). This indicates that the factors constituted with the three competitive Strategies influence
on Customer satisfaction explain only 103% of the total effect of customer Satisfaction. The other factors
might be related to the Service quality, banking products, credit/debit services and personal and
socioeconomic status of the customers. All the three selected competitive strategies are not having positive
effect on customer satisfaction.
Model

Table 11 Correlation between competitive strategies and Customer Loyalty
Customer Loyalty
Pearson Correlation
.068*
Differentiation Strategies
Sig. (2-tailed)
.031
Pearson Correlation
.068*
Cost Leadership Strategies
Sig. (2-tailed)
.031
Pearson Correlation
.099**
Focus Strategy
Sig. (2-tailed)
.002
The correlation analysis shown in Table 11, indicate that there is a significant positive correlation among focus
strategy (r=.099; p<0.05), differentiation strategies (r=.068; p<0.05), cost leadership strategies (r=.068;
p<0.050) on customer loyalty.
The regression analysis results on the study variables (differentiation strategy, cost leadership strategy and
focus strategy) against customer loyalty have been shown below.
Table 12 Regression Analysis – Influence of competitive strategies on Customer Loyalty
Model Summary
Std. Error of the
Model
R
R Square
Adjusted R Square
Estimate
1
.103a
.011
.008
1.35838
a. Predictors: (Constant), Focus Strategy, Differentiation Strategies, Cost Leadership Strategies
9
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ANOVAa
df
3
996
999

Model
Sum of Squares
Mean Square
F
Regression
19.632
6.544
3.547
1
Residual
1837.804
1.845
Total
1857.436
a. Dependent Variable: Customer Loyalty
b. Predictors: (Constant), Focus Strategy, Differentiation Strategies, Cost Leadership Strategies

Model

Coefficientsa
Unstandardized
Coefficients
B
Std. Error
3.866
.166
.037
.246

(Constant)
Differentiation Strategies
1
Cost Leadership
-.097
Strategies
Focus Strategy
.150
a. Dependent Variable: Customer Loyalty

Standardized
Coefficients
Beta

Sig.
.014b

t

Sig.

.032

23.288
.151

.000
.880

.251

-.084

-.386

.700

.062

.143

2.436

.015

The R2 which is the co-efficient of determination was 0.103 as shown in Table 12. This means that there was a
relationship between the independent variables (differentiation strategy, cost leadership and focus strategy)
and dependent variable which was customer loyalty. The R2 value of (0.103) indicates that 10.3% of the
variation is explained by the independent variables while the remaining 90% could be explained by chance or
error and other factors not discussed in the study that could affect customer loyalty.
The standardized beta coefficients shown in Table 12 are all not positive, meaning that the contribution of the
all independent variables and the dependent variable move not in the same direction. The coefficient of cost
leadership, differentiation strategy and focus strategy, was 0.032, -.084 and 0.143 respectively. Except, the
focus strategy positively influences on customer loyalty.
Recommendations
Organizations should improve on the implementation of the three porter’s generic strategies especially on
differentiation and focus strategy so that its impact can be felt by the customers. Managers should therefore
deliver services that exceed customer’s expectations in order to enhance customer satisfaction.
This study was take only SBI bank and its selected branches within Kamareddy District of Telangana State, it
is therefore recommended that similar studies be carried out in other parts of the country for comparison
purposes. Similar research studies should also be conducted by comparison of public and private sector banks.
The sample of respondents for the present are managers and clerks of the bank in future study customer
satisfaction, customer loyalty and competitive strategies can be carried out from the customer perspective.
Conclusion
For survival in today’s competitive banking environment, banks must focus on understanding customer’s
needs, attitude and behavioral patterns of the industry and adopt customer-oriented strategies that enhance
customer satisfaction and customer loyalty. This is also because customers do not just buy core quality
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products or services; they also buy a variety of added value or benefits. Bank managers should not only deliver
superior services to customers is but in effect deliver services that exceed customer’s expectations.
According to the findings there was a significant positive correlation between competitive strategies and
service quality, customer satisfaction and customer loyalty. It can therefore be concluded that banks are
striving to customize products, provide broad range of products and use up-to-date technology.
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Role of Delivery Efficiency in Measuring Online Retail Service Quality, Moderated by
Consumer Experience and Mode of Purchase
1

D.V.R.SubrahmanyaSastry.T & 2B.Madhusudhana Rao

Abstract
Service quality is gaining more significant role in online business considering e-consumers deal with multiple retailers in
virtual environment. Consumers have many choices available; hence, meeting their expectations by providing efficient
service should be the high priority for the online retailers. If the retailers can analyze the factors influencing consumer
opinion on delivery quality, then they can formulate effective strategies to convert potential consumers into active ones,
while retaining existing consumers. This study examines the association between the attributes consumer experience and
mode of purchase with the delivery process and allied expectations of online consumer in online retailing context. Data is
collected from both primary and secondary sources. Chi-Square test is used to test the hypotheses. Analysis was conducted
by using the statistical analysis tool SPSS. It is found that consumer experience and mode of purchase have no influence
on quality of delivery in online retail purchasing process. The outcome of this study suggests that quality of delivery is an
influential factor for online consumer to choose the online retail websites for their shopping needs.
This paper provides various insights on the variables which explain the significance of delivery process efficiency in online
retailing context. The present study has few limitations; it focused only on one of the attribute related to online service
quality namely ‘Quality of Delivery’. The influence of only two elements related to consumer purchase process; consumer
experience and mode of purchase were considered.
Keywords: Online Customer, Online Retailing, Online Retailer, Online Vendor, and Quality of Delivery

Introduction
With the rapid global growth in electronic business (online retailing), businesses are attempting to gain a
competitive advantage by using electronic channel to interact with customers. Businesses with the most
experience and success in using electronic channel are beginning to appreciate that the key determinants of
success are not merely low-prices and website attractiveness but also include the most importantly the
electronic service quality. A consumer‟s decision for buying and maintaining a long-term relationship with a
retailer is largely influenced by their assessment of the core product and the quality of service provided.
Service quality in online retailing context can be defined as the overall support offered by the retailers to their
consumers. To deliver qualitative service to consumers and establish favorable vendor–consumer relationship,
retailers should identify consumers' needs and preferences.
The dimensions of online service quality include website design, responsiveness, reliability, consumer trust
and personalization (Lee & Lin, 2005). Reliability/promptness dimension is very important in online retailing,
which can be defined as the ability to perform the promised services accurately. Meeting promised timelines
has lot of significance in online market. Consumers want to receive the right quantity and right quality of
items that they have ordered within the time frame promised by the online retailers (Jun, et al., 2004).There is
a need to provide multiple ways of ordering/purchasing in online retailing market. Online retailers should
provide alternative order methods for consumers (Kim, et al., 2006).The technological aspects of retailer's
delivery system accuracy can influence consumer's confidence and thereby increase the overall
satisfaction(Yen & Gwinner, 2003). Delivery promptness and accuracy have a very crucial role to play in
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attaining consumer satisfaction in online environment (Yang, et al., 2003). Retailer responsiveness has lot of
role to play in overall service quality in the online environment and delivery promptness is the significant facet
of the responsiveness (Yang, et al., 2003).
Literature Review
If online retailers can understand the dimensions that consumers use to evaluate service quality, they can take
appropriate steps to monitor and improve performance on those dimensions. There is a strong and positive
association between online retailer‟s service quality and their customer satisfaction.(Jun, et al., 2004).While
studying the factors influencing consumer satisfaction towards online shopping, it is identified that delivery
quality shows a strong influence on customer satisfaction(Trong, et al., 2014).Interaction with consumers is
very important in online environment. There are various approaches that online vendors can use to improve
their interaction with consumers. One of the productive approach in-terms of delivery efficiency is informing
the consumers about the delivery date and time related to the products they have purchased is one of the
effective way of keeping the consumers informed(Zhang & Prybutok, 2005).Superior level of service quality
has the potential to increase consumer behavioral intention such as the increased probability of re-purchasing
from the same website. And also, can reduce the possibility of switching to a competitor website(Carlson &
O‟Cass, 2010).When a consumer purchases a product in online, an implied contract is made. Consumer in
online environment expects that the online retailer will deliver the product in the same manner as agreed upon
in the website. There are three main facets of product delivery that substantially influence consumer
evaluation of the quality of online retail experience, they are timeliness of the order, accuracy of the order and
condition of the order (Collier & Bienstock, 2006). On-time delivery has lot of importance and establishes a
very competitive priority in online retailing market. Online vendors need to perform the promised service
exactly and most importantly in a timely manner. Promptness is an integral part of the overall quality of
delivery in the online environment. Vendors should ensure that both intact and accurate products are delivered
to the consumers. Maintaining the order accuracy in-terms of the quantity has lot of significance to make
consumer happy (Jiang & Rosenbloom, 2005).Many of the web-based / online companies outsource their
fulfillment services, such as delivery to consumers, to external enterprises. To provide consumers with greater
services, these companies should efficiently organize and integrate all of the necessary connections between
themselves and the external enterprises. If the integration of all functional aspects and external partner‟s
systems is not handled properly, that may raise certain concerns to consumers related to delivery delay (Yang,
et al., 2003).Service quality has lot of role to play in gaining customer satisfaction. Online service quality as
perceived by the customer, is one of the vital determinants of the success of any business in the online
environment. It is one of the main tasks of the online enterprises to optimize their overall service quality by
balancing the level of each primary dimension of service quality(Yang, et al., 2004).
Research Methodology
Population and Sample
This research paper is confined to study the consumer perception about the quality of delivery in online
retailing. The study is based on both primary and secondary data. The data for the study was gathered
through a self-administered questionnaire. The sample consists of consumers living in Guntur, India, who
bought goods in online retail websites.
Data Analysis
Analysis was conducted by using the statistical analysis tool SPSS version 19.0 in order to identify the factors
affecting consumer opinion on payment processing efficiency in online retail environment and the role of
14

Shanlax International Journal of Management
Vol. 5, Special Issue 1, pp.13-22, March 2018

ISSN: 2321- 4643

independent attributes (Mode of payment and Transaction value). Analysis of data is made keeping the
objectives of the study in mind.
Demographic Profile
Respondents are selected from both male and female population. Respondents are selected from different
income groups. Respondents are selected from different age groups. A random sample of 207 respondents is
selected to carry out the current study. Due importance is given to a fact that the respondents should be online
buyers.
Need of the Study
Online Retail market is still in a developing stage in India. It is very important for online retailers to
understand the potential of influential service quality attributes with reference to delivery efficiency. It should
be noted that not all of the service quality attributes / dimensions have the same influence on consumer's
quality perceptions. It is thus very important to determine, among a variety of quality attributes / dimensions,
which attributes/dimensions have more significance than others in enhancing the level of overall service
quality as perceived by customers. To address this important question, the current study has considered one of
the important quality attribute "Delivery Efficiency".
Objectives of the Study
a) To analyze consumer perception about the quality of delivery in online retailing.
b) To analyze association between consumer experience and quality of delivery in online retailing.
c) To analyze association between mode of purchase and quality of delivery in online retailing.
d) To offer possible suggestions relating to quality of delivery in online retailing environment.
Hypotheses
H1: There is a significant relationship between consumer experience and delivery as per agreed timeline.
H2: There is a significant relationship between consumer experience and delivery as per agreed quality.
H3: There is significant relationship between mode of purchase and delivery as per agreed timeline.
H4: There is a significant relationship between mode of purchase and delivery as per agreed quality.
Data Analysis and Inference
Table 1 Data Processing Summary
Cases
Valid
Missing
Consumer experience * Delivery as
N
Percent
N
Percent
per agreed timeline
149
100.00
0
0.00
Source: Primary Data
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Table 2 Cross tabulation between consumer experience and delivery as per agreed timeline
Delivery as per agreed
timeline
Yes

4

99

103

Per Cent within Consumer
experience

2.91

52.43

55.34

Per Cent within delivery as per
agreed timeline

0.97

43.69

44.66

5

41

46

Per Cent within consumer experience

6.52

58.70

65.22

Per Cent within delivery as per
agreed timeline

4.35

30.43

34.78

9

40

149

Per Cent within Consumer
experience

3.36

54.36

57.72

Per Cent within delivery as per
agreed timeline

2.68

39.60

42.28

Count
New
Consumer
experience

Count
Experienced

Count

Total

Total

No

Source: Primary Data
Table 3 Chi-Square test results

Pearson Chi-Square
Likelihood Ratio
Fisher's Exact Test
N of Valid Cases
Source: Primary Data

Value

df

Asymp. Sig. (2-sided)

Exact Sig. (2-sided)

4.379a
5.194
3.165
149

4
4

.302
.257

.392
.356
.347

Inference
In order to test the hypothesis H1, Fisher‟s exact “p” value is considered. It is found that the “p” value is more
than 0.05 (p>0.05), that indicates there is no significant value for the correlation between „Consumer
experience‟ and „Delivery as per agreed timeline‟ in online retailing. So, it is clearly indicating to reject the
hypothesis H1. Hence, online buyers of any „experience (new/experienced)‟ prefer „Delivery as per agreed
timeline‟ with similar importance.
Table 4 Data Processing Summary
Cases
Missing

Valid
Consumer experience *
Delivery as per agreed quality

Total

N

Percent

N

Percent

N

Percent

149

100.00

0

0.00

149

100.00

Source: Primary Data
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Table 5 Cross tabulation between Consumer experienceand delivery as per agreed quality
Delivery as per agreed quality
Yes

6

72

78

Per cent within Consumer
experience

5.13

57.69

62.82

Per cent within delivery as
per agreed quality

2.56

34.62

37.18

5

66

71

Per cent within Consumer
experience

4.23

57.75

61.67

Per cent within delivery as
per agreed quality

2.82

35.21

38.03

Count
New

Count

Consumer
experience
Experienced

Count

Total

Total

No

11

138

149

Per cent within Consumer
experience

4.70

57.72

62.42

Per cent within delivery as
per agreed quality

2.68

34.90

37.58

Source: Primary Data
Table 6 Chi-Square test results
Value

df

Asymp. Sig. (2-sided)

Exact Sig. (2-sided)

Pearson Chi-Square

1.743

a

1

.797

.914

Likelihood Ratio
Fisher's Exact Test
N of Valid Cases
Source: Primary Data

2.792
1.692
149

1

.644

.905
.302

Inference
In order to test the hypothesis H2, Fisher‟s exact “p” value is considered. It is found that the “p” value is more
than 0.05 (p>0.05), that indicates there is no significant value for the correlation between „Consumer
experience‟ and „Delivery as per agreed quality‟ in online retailing. So, it is clearly indicating to reject the
hypothesis H2. It means there is no significant relationship between „Consumer experience‟ and „Delivery as
per agreed quality‟. Hence, online buyers of any „experience (new/experienced)‟ prefer „Delivery as per
agreed quality‟ with similar importance.
Table 7 Data Processing Summary
Cases
Missing

Valid
Mode of Purchase * Delivery as per agreed
timeline

Total

N

Percent

N

Percent

N

Percent

149

100.00

0

0.00

149

100.00

Source: Primary Data
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Table 8: Crosstabulation between mode of purchase and delivery as per agreed timeline
Delivery as per agreed
timeline
No

Yes

4

95

99

Per cent within mode of purchase

3.03

45.45

48.48

Per cent within delivery as per agreed

1.01

50.51

51.52

3
4.00
2.00

47
54.00
40.00

50
58.00
42.00

Count
Per cent within mode of purchase

7
3.36

1427
48.32

149
51.68

Per cent within delivery as per agreed

1.34

46.98

48.32

Count
Mode of
Website

Purchase

Total

timeline
Mobile
App

Count
Per cent within mode of purchase
Per cent within delivery as per agreed
timeline

Total

timeline
Source: Primary Data
Table 9 Chi-Square test results
Value

df

Asymp. Sig.
(2-sided)

Exact Sig.
(2-sided)

Pearson Chi-Square

1.752

1

.104

.315

Likelihood Ratio

2.959

1

.095

.279

Fisher's Exact Test

1.653

N of Valid Cases

.329

149

Source: Primary Data
Inference
In order to test the hypothesis H3, Fisher‟s exact “p” value is considered. It is found that the “p” value is more
than 0.05 (p>0.05), that indicates there is no significant value for the correlation between „Mode of purchase‟
and „Delivery as per agreed timeline‟ in online retailing. So, it is clearly indicating to reject the hypothesis
H3. It means there is no significant relationship between „Mode of purchase‟ and „Delivery as per agreed
timeline‟ in Online Retailing. Hence, buyers purchasing in any mode (website or app) prefer „Delivery as per
agreed timeline‟ with similar importance.
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Table 10 Data Processing Summary
Cases
Valid
Mode of Purchase * Delivery as per agreed quality

Missing

Total

N

Percent

N

Percent

N

Percent

149

100.00

0

0.00

149

100.00

Source: Primary Data
Table 11 Crosstabulation between mode of purchase and delivery as per agreed quality
Delivery as per
agreed quality

Website
Mode of
Purchase
App

Total

Total

Count
Per cent within mode of purchase

No
5
3.66

Yes
77
60.98

82
64.63

Per cent within delivery as per agreed quality
Count
Per cent within mode of purchase

2.44
4
4.48

32.93
63
40.30

35.37
67
44.78

Per cent within delivery as per agreed quality

1.49

53.73

55.22

Count
Per cent within mode of purchase

9
4.03

140
51.68

149
55.70

Per cent within delivery as per agreed quality

2.01

42.28

44.30

Source: Primary Data
Table 12 Chi-Square Test results
Value
a

Pearson Chi-Square
Likelihood Ratio
Fisher's Exact Test

.549
1.405
1.135

N of Valid Cases
Source: Primary Data

149

df

Asymp. Sig. (2-sided)

Exact Sig. (2-sided)

1
1

.491
.239

.527
.639
.392

Inference
In order to test the hypothesis H4, Fisher‟s exact “p” value is considered. It is found that the “p” value is more
than 0.05 (p>0.05), that indicates there is no significant value for the correlation between „Mode of purchase‟
and „Delivery as per agreed quality‟ in Online Retailing. So, it is clearly indicating to reject the hypothesis
H4. It means there is no association between „Mode of payment‟ and „Delivery as per agreed quality‟ in
online retailing. Hence, buyers purchasing in any mode (website or app) prefer „Delivery as per agreed
quality‟ with similar importance.
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Findings and Discussion
The current study empirically examined one of the important constructs of service quality in the context of
online retailing, namely “Delivery Efficiency”. This consists of two vital elements: „Delivery as per agreed
quality‟ and „Delivery as per agreed timeline‟. Consumer experience is considered as the first moderating
factor for analyzing the attributes related to delivery efficiency in online retailing. Mode of purchase is taken
as the second moderating factor to analyze the attributes related to the delivery efficiency in online retailing.
It is found that both new and experienced online buyers prefer „Delivery Efficiency‟ with similar importance.
Both the groups of buyers, website users and mobile app users prefer the „Delivery Efficiency‟ with similar
significance. Service Quality has got alike importance from both the groups of buyers in online retailing
environment.
Suggestions
It is very important for online retailers to consider the attributes of service quality while deigning marketing
strategies to attract various segments of customers in the competing market conditions. Providing quality
outcome is very essential to create a higher value to the consumer which can influence consumer re-purchase
intention. The quality of delivery efficiency formulate saw a notable value for online shopping intention. It is
recommended that online retailers should implement information systems that integrate all their offline and
online operations to strengthen their delivery efficiency (Jun, et al., 2004).Condition of the order has a
significant role to play in online retailing. Online retailers should ensure that products are delivered in the
same condition as displayed on theirwebsite(Collier & Bienstock, 2006).Online Vendor should strengthen the
dimensions of reliability such as delivering goods as per the promise to enhance customer e-Satisfaction(Lee
& Lin, 2005).It is suggested that delivering products in a very timely manner should be an important priority
for online retailers(Collier & Bienstock, 2006).Execution of services has a significant role in online context.
Consumer‟s perception of service quality is based not only by the outcome of a service, but also evaluated by
the process of service delivery. Hence, providing online service features alone is not sufficient to enhance
consumer‟s perceptions about the online service quality. Online retailers should pay sufficient attention to the
execution methodology of services while providing online service attributes(Kim, et al., 2006).Online retailers
can distinguish themselves in the market by maintaining a faster and productive delivery system(Jiang &
Rosenbloom, 2005). Prompt and accurate delivery of the purchased goods can enhance consumer emotion
(Kim & Lennon, 2013). It is suggested that the promptness of delivery and quick response to consumer
concerns can influence consumer satisfaction significantly (Yang, et al., 2003).Vendors should be concerned
about the consumer's overall experience of the services, from the initial stage, through purchasing, to delivery
and even beyond, as this has the power to influence satisfaction of the consumers who usually buy products
using a mobile app(Lin & Wang, 2006).
Conclusion
The importance of service quality and the challenges in online services demand online vendors to understand
the attributes that customers use in their assessment of online service quality. Consumers are moving from
inflexible delivery modes and undefined delivery time slots to a flexible option of getting the things delivered
at the location and time of their own choice. As consumers have multiple options available in the online
market, they look for more flexible and customized delivery options and this feature is one of the influential
point for selecting a particular retail website among the available options. Delivery of goods as per agreed
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time-line and with the agreed quality have the power to influence consumer motivation and attitude towards
the retail website (Kim & Lennon, 2013).Consumer perception of overall service quality has a strong
association with behavioral intention in online purchasing context. Consumer‟s positive perception of online
service quality can influence the development of behavioral intention(Carlson & O‟Cass, 2010).The delivery
performance of the purchase transaction is the most important aspect of the overall quality of the online retail
experience(Collier & Bienstock, 2006).Delivery timeline has lot of importance in online retailing context. If
products are delivered prior to the agreed delivery dates, consumers probably perceive it as a high quality on
the part of the online retailer (Collier & Bienstock, 2006). Delivery of goods on-time, order accuracy and
completeness have a major influential role in online retailing environment(Jiang & Rosenbloom, 2005).
Prompt and accurate delivery of the purchased goods can and diminish the risk toward shopping at that
particular retail website(Kim & Lennon, 2013).In an online shopping context, physical fulfillment is
recognized as a vital antecedent of consumer response, such as satisfaction and loyalty. With respect to
physical fulfillment, rationality relates to perceptions of timely and adequate delivery of the purchased
products, which can be called as the offline value to consumer (Semeijn, et al., 2005).
Limitations and Scope for Further Research
Limitations
Since the sample was collected in Guntur, generalizability to other areas might be limited due to differences in
purchase behaviour of consumers. Though the sample size considered in the current study serves the purpose,
a large sample can identify more insights into service quality dimensions in online retailing context.
Scope for further research
The current research focused on service quality dimensions perceived by customers who have participated in
online purchasing. However, individuals who utilize the websites as information sources and have not
purchased may have unique perception of service quality. Further study can be conducted to understand the
quality perception this kind of user-group. Further research can be conducted to examine the relationship
between service quality and customer purchase behaviour in online retailing context.
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