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Employee Satisfaction - A Comparative Study of Public Sector Banks
* Ms. N.Malati
** Ms. Ritika Maheshwari

Abstract
Employee satisfaction is critical to the long term health and success of the organization. A high rate of employee contentedness is directly related to
a lower turnover rate. Now, more than ever, organizations need to engage employees. The rapid market change, disruptive technologies, and all the
other opportunities available to key talent have forced organizations to reexamine the connections between business performance, leadership, and
employee satisfaction. Thus, keeping employees’ satisfied with their careers should be a major priority for every employer.
Employee satisfaction is a measure of how happy workers are with their job and working environment. This paper deals with determining the
extent of employee satisfaction in Public Sector Banks with respect to the HR practices. Further, an attempt has been made to compare the extent
of employee satisfaction on the prevailing HR practices of four Public Sector banks (PSBs).
Key Words: Employee Satisfaction, Public Sector Banks (PSBs), HR Practices.

INTRODUCTION

A

n employee who has no interest in his or her field, or
the position in which he or she begins in a job, may
initially put forth his or her best effort. However, this
employee will often become bored with the work because
there is no intrinsic motivation to succeed. Finding the daily
job mundane reduces the individual’s desire to show up to
work and to do the job well. In this case, the employee may
continue to come to work, but his or her efforts will be
minimal. Hence, the employee will search for another
position that offers financial security which he or she seeks
from the job characteristics that challenge appropriately;
thus increasing the initial company’s turnover rate
(Koslowsky & Krausz, 2002). Dissatisfaction with the job
may arise, when the work environment fails to have any
flexibility or any source of amusement for the employees;
the tone of the business will become stressful or tedious
(Kaye & Jordan-Evans, 1999). Lack of communication in
the workforce is a major contributor to dissatisfaction. This
is usually the result of managerial staff that is isolated and
does not know how to relate to their employees on a
personal or professional level (Branham, 2005). Employees
want to know that their employers recognize their

achievements in the workplace. They need to feel
appreciated, as workers and as people (Branham, 2005).
Often organizations become more focused on production
and revenues, rather than with their own employees, or even
their customers. If an employee fails to see a future with an
organization, the desire to work, to deliver results
diminishes. Employers who under-compensate know that
the employees will work hard for minimal pay, and these
employers will compensate accordingly (Timpe, 1986). At
the same time, the same employers will pay more to other
employees who are not willing to work for minimal
compensation. Compensation disparity leads to
dissatisfaction because eventually the hard worker will notice
that he or she is not being compensated fairly for the
amount of work they are doing, and will begin searching for
another organization that will appreciate his or her efforts.
Finally, failure to provide employees with opportunities to
grow within the organization results in employee frustration.
Barriers within the company may prevent some employees
from reaching their full potential (Branham, 2005).
Organizations that do not provide sufficient training
opportunities for employees are also doing themselves a
disservice. These organizations are missing out on
employees who are dedicated to their companies,

* Faculty, Delhi Institute of Advanced Studies, Delhi.
** Faculty, Delhi Institute of Advanced Studies, Delhi.

knowledgeable in their fields, with sufficient training, and
have potential to do well in higher positions.

percent increase in revenue growth. At the Royal Bank of
Canada, 40 percent of the difference in how customers view
its services can be linked directly to their relationship with
bank staff. PNC Bank Corporation found an 84 percent
correlation between branches and their levels of customer
satisfaction and employee satisfaction.

The paper attempts to determine the extent of employee
satisfaction in Public Sector Banks w.r.t. six main
determinants. It also tries to identify the areas which
otherwise are ignored while discussing about employee
satisfaction. Further an attempt has been made to
comprehend and compare the extent of employee
satisfaction in four Public Sector Banks (PSBs) i.e. State
Bank of India, Punjab National Bank, Bank of India, and
Bank of Baroda.

Price Waterhouse Coopers reported in April of 2002 that 47
percent of surveyed executives from multinational
companies cite employee satisfaction and decreased turnover
as major contributors to long-term shareholder return.
RESEARCH OBJECTIVES

LITERATURE REVIEW
The objectives of the study are as follows:
1. To understand the extent of employee satisfaction
towards the various determinants of performance
appraisal.
2. To comprehend the extent of employee satisfaction
towards job satisfaction factors.
3. To study the employee satisfaction towards
organizational climate.
4. To examine the extent of employee satisfaction towards
training and development facilities.
5. To analyze the employee satisfaction towards monetary
and non-monetary factors.

Argyris (1964), Likert (1961) and McGregor (1960)
suggested that the way employees experience their work
would be reflected in organizational performance. The
Human Relations perspective posits that satisfied workers
are productive workers as stated by Likert, (1961) &
McGregor, (1960). Thus, organizational productivity and
efficiency is achieved through employee satisfaction and
attention to employees’ physical as well as socio-emotional
needs. Human relation researchers further argue that
employee satisfaction sentiments are best achieved through
maintaining a positive social organizational environment, by
providing autonomy, participation, and mutual trust (Likert,
1961).

RESEARCH DESIGN AND METHODOLOGY:
The study is exploratory in nature as it investigates the area
and provides insights into understanding the problem. A
questionnaire on employee satisfaction of HR practices was
used to collect the responses of people working in PSBs.
Four major Public Sector banks (PSBs) were identified—
State Bank of India, Punjab National Bank, Bank of India,
and Bank of Baroda. Simple Random sampling technique
was employed to collect the data. A sample of 300
employees was taken from different branches of Delhi
region of which 75 each from Punjab National Bank, Bank
of India, State Bank of India and Bank of Baroda were
surveyed.

Frederick Reichheld’s “The Loyalty Effect,” (1996) and
James Heskett, W. Early Sasser, and Leonard Schlesinger’s
“The Service Profit Chain” (1997) produced the first sets of
hard data quantifying these links. Both studies conclude that
there are direct and quantifiable links between customer
service variables (such as satisfaction and loyalty), employee
variables (such as satisfaction, enthusiasm, loyalty,
commitment, capability, and internal service quality), and
financial results.
Research has shown that there may be many environmental
features that can be created and maintained to give
employees satisfaction. Pay and benefits, communication
(Brewer, 2000; Wagner 2000), motivation, (Kirby 2000) and
leisure time (Rabbit 2000) all seem to play a part as to
whether employees are satisfied, according to studies.

The questionnaire consisted of two sections. First section
consisted of the demographic profile of the respondents.
Second section dealt with six major parameters affecting
employee satisfaction and the extent of satisfaction onto
these parameters. These were: performance appraisal, job
satisfaction, organizational climate, training and
development, monetary factors and the non-monetary
factors. The data was analyzed with the help of measure of
central tendency (specifically mean).

Sears used an “employee-customer-profit chain” to analyze
aggregated data from 800 stores, finding that employee
attitudes towards their company and their jobs lead to
positive employee behaviors toward customers. Sears found
that a five percent increase in employee satisfaction drives a
1.3 percent in customer satisfaction, which results in 0.5
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DATA ANALYSIS AND RESULTS:

fair idea of what is being expected of them, whereas
the employees of other three banks gave relatively
similar rating to this parameter.

Demographic profile of the respondents
The sample size was of 300 employees from PSBs. Out of
which 75 each from State Bank of India, Punjab National
Bank, Bank of India, and Bank of Baroda was taken. Out of
this 32 percent were officers and remaining 68 % were
clerks. 40 % of respondents had an experience of 0-10 years
and 60 percentage employees had served for 11 years and
above.

•

Overall, the employees of PNB were most satisfied
(Mean: 3.835) with the performance appraisal system
followed by their bank, when compared to other banks.

Parameters for employee satisfaction
In order to gain an insight into the parameters that affect
employee satisfaction, literature review was employed and
six prominent areas on HR practices were outlined, further
their extent to employee satisfaction was sought. They are
performance appraisal, job satisfaction, organizational
climate, training and development, monetary factors
and the non-monetary factors. Each of these major areas
had a number of item statements and each respondent was
asked to indicate the degree of satisfaction or dissatisfaction
on each of the item statement on a five point Likert’s scale.
With the opinion indicated as ‘highly satisfied’ has been
assigned a weight of 5. The resultant tables depicting each
determinant corresponding to each of the selected PSBs is
shown below:

On the perusal of table 3 regarding employee satisfactions
towards job satisfaction parameter, the following
observations were made:

On the perusal of table 2 regarding employee satisfactions
towards performance appraisal, following observations were
made:
•

•

•

Usage of rewards to raise motivation level: SBI
employees were more satisfied (Mean: 4.02) with the
provision of rewards (including non-financial) in their
bank to raise their motivation level in comparison to
other three banks. PNB employees rated lowest (Mean:
3.44) for this parameter.

Mechanisms that help in developing potential for
the next rung of jobs: PNB employees were more
satisfied (Mean: 4.00) while SBI employees were least
satisfied (Mean: 3.26) with the presence of adequate
mechanisms for development of their potential for next
rung of jobs. The satisfaction level of employees of
Bank of India and Bank of Baroda lie between those of
PNB and SBI employees.
Well defined promotion policies: Again PNB
employees were most satisfied (Mean: 4.20) with the
transparency and presence of promotional policies as
compared to other three banks. SBI employees rated
lowest for this parameter.
Effectiveness of Appraisal system: PNB employees
rated highest (Mean: 3.70) for the effectiveness of the
appraisal system adopted by their bank in providing a

3

•

Retention practices adopted: The employees of Bank
of India were most satisfied (Mean: 4.22) with the
retention practices adopted by their bank in retaining
best people in the organization in comparison to other
three banks.

•

Optimum utilization of abilities and skills:
Employees of all the four banks were neutral and gave
relatively similar rating for their optimum utilization of
abilities and skills by their respective banks.

•

Provision of growth opportunities: Employees of
Bank of India were most satisfied (Mean: 4.12) while
employees of SBI were least satisfied (Mean: 2.72) with
the provision of growth opportunities by their banks.
The satisfaction level of employees of PNB and Bank
of Baroda lie between those of Bank of India and SBI
employees.

•

Career path/ career ladder provided by the
organization: Bank of India employees were more
satisfied (Mean: 4.22) while SBI employees were least
satisfied (Mean: 3.22) with the provision of career
ladder being provided by their respective banks. The
satisfaction level of employees of PNB and Bank of
Baroda was between those of Bank of India and SBI
employees.

•

Maintenance of internal and external consistencies
by the organization in salary structure: Employees
of Bank of India were most satisfied (Mean: 4.30) while
employees of SBI were least satisfied (Mean: 3.34) with
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culture factor followed by their bank, when compared
to other banks.

the maintenance of internal and external consistencies
by their respective banks in their salary structure while
the satisfaction level of employees of PNB and Bank
of Baroda lies between those of Bank of India and SBI
employees.
•

•

•

On the perusal of table 5 regarding employee satisfactions
towards training and development, the following
observations were made:

Contribution of organizational culture in
enhancing performance of employees: Employees of
PNB (Mean: 3.92) and Bank of India (Mean: 3.98) were
satisfied with the presence of organizational culture in
enhancing their performance, whereas employees of
SBI and Bank of Baroda were neutral.
Efficiency and effectiveness of performance
management system: The employees of PNB were
more satisfied (Mean: 3.60) with the extent of efficiency
and effectiveness of performance management system
adopted by their bank in comparison to the other three
banks.
Presence of mutual understanding among
organizational members: Employees of PNB and
Bank of India were highly satisfied (Mean: 4.46) with
the presence of mutual understanding among
organizational members, whereas employees of SBI and
Bank of Baroda gave a lower rating of satisfaction for
the same parameter.

•

Up gradation of technical knowledge and skills
through training provided by the organization: All
the employees of various banks opined that they were
less provisions made by their organizations for constant
training and skill up gradation. Amongst the four banks
the employees of Bank of Baroda had higher level of
satisfaction (Mean: 2.90).

•

Incorporation of methods for learning and
implementing creative ideas: Employees of all the
four banks gave relatively a similar opinion regarding
the extent of satisfaction (Mean: 2.65) in incorporation
of methods for learning and implementing creative
ideas by their respective banks.

•

Continuous evaluation and improvement in
training programs: Bank of Baroda employees were
satisfied (Mean: 3.04) while SBI employees were least
satisfied (Mean: 2.58) with the provision of continuous
evaluation and improvement in training programs
adopted by their respective banks. The satisfaction level
of employees of PNB and Bank of India was between
those of Bank of Baroda and SBI employees.

•

Encouragement and support to self-learning
environment in the organization: PNB employees
were satisfied (Mean: 3.32) with the encouragement and
support to the self-learning environment provided by
their bank in comparison to employees of other banks.
Employees of SBI were least satisfied (Mean: 2.88) with
provision on this parameter in their bank.

•

Participation of employees in determining their
training needs and skills to be acquired: SBI
employees were highly satisfied (Mean: 4.28) when
compared to employees of other banks for their
participation in determining the training needs and skills
to be acquired by them. Bank of India employees rated
this parameter as the lowest with Mean 2.60.

Overall, the employees of Bank of India were most
satisfied (Mean: 4.06) with the job satisfaction factor
followed by their bank, when compared to other banks.
On the perusal of table 4 regarding employee satisfactions
towards organizational culture, the following observations
were made:
•

•

Extent of commitment to growth and development
by organization as well as employees: Employees of
all the four banks were less satisfied with the
opportunities provided by their organizations towards
their growth and development.
Extent of sharing of respect within organizational
members: The employees of Bank of India were more
satisfied (Mean: 4.32) with the extent of sharing of
respect within the organizational members as compared
to other banks. The employees of SBI were least
satisfied (Mean: 3.46) with the same parameter.

Overall, the employees of Bank of Baroda were satisfied
(Mean: 3.192) towards the training and development
factor followed by their bank, when compared to other
banks.

Overall, the employees of Bank of India were most
satisfied (Mean: 4.012) towards the organizational
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After the examination of table 6(a) regarding employee
satisfactions towards monetary factors, the following
observations were made:

satisfaction level of employees of Bank of India and
SBI lie between those of Bank of Baroda and PNB
employees.

•

Satisfaction from salary structure: Employees of all
the four banks were fairly satisfied with their salary
structure and gave relatively a similar rating to the
factor.

•

•

Grant of retention bonus: SBI employees were highly
satisfied (Mean: 4.38) while Bank of India employees
were less satisfied (Mean: 3.54) with the provision of
grant of retention bonuses in their respective banks.
The satisfaction level of employees of PNB and Bank
of Baroda lies between those of SBI and Bank of India
employees.

Overall, the employees of Bank of Baroda were most
satisfied (Mean: 4.005) towards the non-monetary
factors followed by their bank, when compared to other
banks.

•

The combined means of all the four banks has been
taken to understand the employee satisfaction towards
the HR practices adopted by the various banks. It has
been observed that Bank of Baroda (3.59) leads the
pack, followed by Bank of India (3.55), SBI (3.48) and
PNB (2.94) which ranks last amongst all the banks
undertaken for the study.

Provision of timely allowances: Bank of India
employees were more satisfied (Mean: 4.14) while SBI
employees were less satisfied (Mean: 3.06) with the
provision of timely allowances by their respective
banks. The satisfaction level of employees of PNB and
Bank of Baroda lie between those of SBI and Bank of
India employees.

CONCLUSION
In the dynamic business world, competition is inevitable.
Climbing to the top is relatively easy than staying at top with
banks being no exception. The advent of private banks has
resulted in customers choosing them over the public sector
banks and this has also resulted in the PSBs making the
changes in their functioning. On most occasions, employers
often disregard the costs associated with unhappy
employees, seemingly believing that these employees are
stuck in their current positions and will tolerate unpleasant
working environments. This, however, is not the case.
Management should have a positive effect on, and should
seek to support the happiness of the firm’s employees.
Reasons for this are not solely to benefit the employees as
organization also stands to gain from employee satisfaction.

Overall, the employees of PNB were most satisfied
(Mean: 3.91) towards the monetary factors provided by
their bank, when compared to other banks.
On the perusal of table 6(b) regarding employee
satisfactions towards non-monetary factors, the following
observations was made:
•

Frequent provision of job rotation in the
organization: Employees of all the four banks were
satisfied to a lower extent and have shown a similar
rating on the provision of job rotation system of their
respective banks.

•

Continuous emphasis on training needs by the
organization: Employees of PNB and Bank of India
were dissatisfied (Mean: 2.70) towards the continuous
emphasis on training needs by their respective banks,
whereas employees of SBI and Bank of Baroda were
most satisfied on this parameter.

•

Frequent employee attitude surveys undertaken by
the organization: Employees of all the four banks
were satisfied with the provision of employee attitude
surveys of their respective banks.

Though for the PSBs, retention might be a small problem
but performance and profitability of organizations are large
issues. Dissatisfied employees affect the organization’s
business and profitability. Many reasons for employee
dissatisfaction are well within the control of the firm and
good management practices will enable organizations to
diminish, or remove those reasons. Hence it becomes all the
more imperative for them to sustain their growth. The
growth can be undertaken through its people, their
development, and retention. New initiatives for performance
appraisal measurement, training and development methods

Presence of adequate award and reward system in
the organization: Bank of Baroda employees were
highly satisfied (Mean: 4.36) while PNB employees were
less satisfied (Mean: 2.94) with the presence of adequate
award and reward system in their respective banks. The
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and better compensation techniques can enhance
satisfaction and improve performance. Satisfied employees
will work harder for the company and plan to stay, perform,
deliver and contribute to the growth of the banks.

16. http://www.ovu.edu/assets/attachments/File/Option_
One-Chapter_Two.pdf
17. http://www.keepem.com/doc_files/clc_articl_on_
productivity.pdf
18. http://www.neumann.edu/academics/divisions/
business/journal/Review2011/Gregory.pdf
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Table 1 : Profile of Respondents

Organization

Respondents Job Title
Tenure/ Experience

VARAIBLE

DATA/SAMPLE

PERCENTAGE (%)

State Bank of India
Punjab National Bank
Bank of India
Bank of Baroda
Officers
Clerks
0-10 years
11 years & above

75
75
75
75
96
204
120
180

25%
25%
25%
25%
32%
68%
40%
60%

Table 2 : Extent of employee satisfaction towards performance appraisal
PARAMETER

Punjab National Bank of India
Bank(MEAN)
(MEAN)

State Bank of
India (MEAN)

Bank of Baroda
(MEAN)

Mechanisms that help in developing
potential for the next rung of jobs
Well defined promotion policies
Effectiveness of Appraisal system
Usage of rewards to raise motivation
Level

4.00

3.50

3.26

3.62

4.20
3.70
3.44

3.86
3.62
3.36

3.74
3.56
4.02

4.00
3.68
3.96

Table 3 : Extent of employee satisfaction towards job satisfaction factor
PARAMETER

Punjab National
Bank (MEAN)

Bank of India
(MEAN)

State Bank of
India (MEAN)

Bank of Baroda
(MEAN)

Retention practices adopted
Optimum utilization of abilities
and skills
Growth opportunities provided
Career path/ career ladder provided
Maintenance of internal and external
consistencies in salary structure

4.04
3.12

4.22
3.44

4.16
3.32

4.02
3.56

3.92
4.08
4.08

4.12
4.22
4.30

2.72
3.22
3.34

3.14
3.30
3.56

Table 4 : Extent of employee satisfaction towards organizational culture
PARAMETER

Punjab National Bank of India
Bank (MEAN)
(MEAN)

State Bank of
India (MEAN)

Bank of Baroda
(MEAN)

Contribution of organizational culture
in enhancing performance of employees.
Efficiency and effectiveness of
performance management system
Presence of mutual understanding
among organizational members

3.92

3.98

3.24

3.42

3.60

3.34

3.20

3.22

4.46

4.46

3.06

3.16
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Extent of commitment to growth
and development by organization as
well as employees.
Extent of sharing of respect within
organizational members

3.44

3.96

3.38

3.52

4.18

4.32

3.46

3.50

Table 5 : Extent of employee satisfaction towards training and development
PARAMETER

Punjab National Bank of India
Bank (MEAN)
(MEAN)

State Bank of
India (MEAN)

Bank of Baroda
(MEAN)

Up gradation of technical knowledge
and skills through training provided by
the organization.
Incorporation of methods for learning
and implementing creative ideas
Continuous evaluation and improvement
in training programs
Encouragement and support to selflearning environment in the organization
Participation of employees in
determining their training needs and
skills to be acquired

2.62

2.50

2.58

2.90

2.60

2.50

2.72

2.78

2.74

2.86

2.58

3.04

3.32

3.00

2.88

3.24

2.96

2.60

4.28

4.00

Table 6 (a) : Extent of employee satisfaction towards monetary factors
PARAMETER

Punjab National
Bank (MEAN)

Bank of India
(MEAN)

State Bank of
India (MEAN)

Bank of Baroda
(MEAN)

Satisfaction from salary structure
Grant of retention bonus
Provision of timely allowances

3.84
3.82
4.08

3.62
3.54
4.14

3.68
4.38
3.06

3.58
4.18
3.28

Table 6 (b) : Extent of employee satisfaction towards non-monetary factors
PARAMETER

Punjab National
Bank (MEAN)

Bank of India
(MEAN)

State Bank of
India (MEAN)

Bank of Baroda
(MEAN)

Frequent provision of job rotation in
the organization
Continuous emphasis on training
needs by the organization.
Presence of adequate award and
reward system in the organization.
Frequent employee attitude surveys
undertaken by the organization

3.38

3.48

3.52

3.62

2.64

2.76

4.04

4.10

2.94

3.00

4.30

4.36

3.50

3.68

3.96

3.94
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Effectiveness of Relationship Management :
Special Reference to Investors and Share Brokers in India
* Mr. K. C. John Sasi Kumar
** Dr. P. Vikkraman
Abstract
Successful implementation of CRM is the key for success of Share broking institutions. The study has been carried out to find out the relationship
between share brokers and investors. The data and information have been collected from 150 share brokers and 450 investors from Coimbatore
Tamilnadu, India. The share brokers are disagreed with the customer never trust us and the customer does not mind to sacrifice his gain to remain
with the share broker while, they are neutral with the customer never trust us and the customer never care us. The study further revels there are gap
in service relationship between investors and share brokers. It is recommended that the share brokers have to improve their strategies to improve
relationship.
Key words: Relationship Management, Share Brokers, Gap Analysis.

INTRODUCTION

I

ndian financial service sector is the one of the most
vibrant sector for the past decades due to liberalization
and deregulation of financial sector. The various changes in
customers’ behavior are fundamental drivers of new
business development in the financial services industry.
Some of the current trends include a demand for ubiquitous
availability of information and services, provision of
individualized information (including personalized
consulting and problem solutions specific to individual
financial issues), and the availability of various high-quality
communication channels (e.g. mobile banking, Internet
services, call centers, etc.) (Korner & Zimmerman,
2000).The numbers of surplus savers are in increasing in
India due improved earning capacity and increased family
income. Financial service institutions are working hard to get
more investors to improve their business. Relationship
management is considered to be as one of the most
important tool to retain customers of financial service
institutions in the digital era.

with customers on regular basis for clients and sales
prospects. Customer relationship management describes a
company-wide business strategy including customerinterface departments as well as other departments.
Information technology has totally changed the customer’s
life style and their ways and means of interacting with the
organizations, like it has necessitated the manufactures to
change their ways of interacting and prospecting the
customers. Internet is becoming more and more important
in today’s business life, many institutions consider it as an
opportunity to reduce customer-service costs, tighten
customer relationships and most important, further
personalize marketing messages and enable mass
customization.

CUSTOMER RELATIONSHIP MANAGEMENT

Owing to the deregulation in the financial services industry,
institutions from one sector have attempted to generate
business at the expense of other sectors (e.g. banks have
explored opportunities in brokerage houses and insurance
companies). In the process of trying to gain business at the
expense of other sectors, managers should realize that loyal
customers are by far the best prospects for upgrading or
new products/services (Kamakura et al., 1991).

Relationship management is the one of the widely used
strategy for managing and retaining customer and it helps
the management to have regular and continuous interactions

CRM focuses on the creation, development and
enhancement of the relationships of carefully targeted
customers and customer groups, with emphasis on

* Professor, Velammal College of Engineering& Technology, Madurai-9
** Professor & Head,School of Management Studies, Anna University-Coimbatore-47

maximizing their total customer life-time value (Payne,
2000).

Berry (1983) recommended the following five strategies for
practicing relationship marketing

The origins of CRM are found in relationship marketing
theory which is aimed at improving long term profitability
by shifting from transaction based marketing, with its
emphasis on winning new customers, to customer retention
through effective management of customer relationships
(Christopher et al., 1991).

1.
2.
3.
4.
5.

Investor’s satisfaction occupies a central position in
marketing of financial services. CRM implementation is the
key for retaining and maintaining investors. “Satisfaction is
important to the individual consumer because it reflects a
positive outcome from the outlay of scarce resources
and/or the fulfillment of unmet needs” (Bearden & Teal,
1998).

Customer relationship management is to identify, establish,
maintain, enhance and when necessary also to terminate
relationships with customers and stakeholder, at a profit, so
that the objective of both parties are met, and that this is
done by mutual exchange and fulfillment of promises
(Michel (1999)).An extensive review of literature reveals ten
different but interrelated CRM focuses on the creation,
development and enhancement of the relationships of
carefully targeted customers and customer groups, with
emphasis on maximizing their total customer life-time value
(Payne, 2000).

CRM systems allow organisations to build detailed customer
profiles that facilitate precise matching of marketing offers
to prospects and can be used to track the effectiveness of
marketing programmes, as well as providing the basis for
future planning (Harrison, 1993; Mann, 1990; Shani &
Chalasani, 1993).

Buttle (2000) identifies five primary stages that underlie
CRM strategies: customer portfolio analysis, customer
intimacy, network development, value proposition
development, and relationship management. Each stage
combines various software applications, processes, and
business rules. Portfolio analysis is used to identify
customers to target with different value propositions. This
step leads to building customer intimacy with individuals or
customer segments and creating a database that is accessible
to all employees whose decisions or activities impact upon
customer attitudes and behaviors. The third stage involves
building a network of relationships with employees,
suppliers, partners and investors who understand the
requirements of the selected customers. The fourth stage
focuses on developing propositions that will create value for
the customer and business, and comply with established
network guidelines. The final stage involves managing the
customer relationship while focusing on both structure and
business processes (Buttle, 2000).

Successful implementation of CRM is the key for its success
of financial services. Buttle (2000) identifies five primary
stages that underlie CRM strategies: customer portfolio
analysis, customer intimacy, network development, value
proposition development and relationship management.
Each stage combines various software applications,
processes, and business rules. Portfolio analysis is used to
identify customers to target with different value
propositions. This step leads to building customer intimacy
with individuals or customer segments and creating a
database that is accessible to all employees whose decisions
or activities impact upon customer attitudes and behaviors.
The third stage involves building a network of relationships
with employees, suppliers, partners and investors who
understand the requirements of the selected customers. The
fourth stage focuses on developing propositions that will
create value for the customer and business, and comply with
established network guidelines. The final stage involves
managing the customer relationship while focusing on both
structure and business processes (Buttle, 2000).

A system helps the organizations to establish a long-term
relationship with its clients. The relationship which is based
on “win-win” strategy and designed for wealth creation and
is beneficial for the two sides. Every customer interaction is
an opportunity. The “opportunity” means not just sell
products to customers, but more importantly is the chance
of organization to obtain useful information through
contacting with customers, information that will increase
organizational learning and assist the organization in finding

REVIEW OF RELATED STUDIES
The concept of relationship management is one of the most
important tool in service marketing. The present status of
relationship management evolved in various stages.
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Developing a core service around which to build a
customer relationship,
Customizing the relationship to the individual customer,
Augmenting the core service with extra benefits,
Pricing services to encourage customer loyalty,
Marketing to employees so that they will perform well
for customers.
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new ideas and identifying customer preferences (Waheed
and Molla, 2004).

client behavioral records. Under the imposed operational
rules by Hong Kong Security and Futures Commission
(HKSFC) [15], clients are required to provide personal
information like investment This competition has reduced
the cost of creating and operating computer networks.
Moreover, advances in modem speeds and the introduction
of fiber optics have reduced the expenses associated with
distributing large amounts of information electronically
(Elwell, 1993).

Customer Relationship Management means creating and
maintaining a personal relationship with profitable
customers through the proper use of information and
communication technologies (Payne and Frow, 2006).
Copulinsky and Wolf (1990) define relationship marketing
from a different angle stressing the role of IT as a “process
where the main activities are to create a database including
existing and potential customers, to approach these
customers using differentiated and customer-specific
information about them, and to evaluate the life-term value
of every single customer relationship and the costs of
creating and maintaining them”. This definition includes the
role of IT in supporting the relationship marketing
processes.

When financial organizations strive to create new digital
markets they are faced with a greater number of planning,
operational, and strategic issues that relate to positioning a
business for entry into the digital economy. The following
list includes focus areas of current CRM strategies for new
businesses:
1. Leverage individual expertise and relationships;
2. Find creative ways to attract initial buyers and sellers;
3. Select a revenue model that is fair to both buyers and
sellers;
4. Invest capital up front to acquire market base;
5. Be first to market (Costello, 2000).

Berndt et al. (2009: 237 - 238) defined CRM as “an
enterprise-wide commitment to identify the individual
customers of an organisation, and to create a relationship
between the organisation and these customers as long as the
relationship is mutually beneficial. CRM evolved from
organisation processes such as relationship marketing (RM)
and the increased emphasis on improved customer retention
through the effective management of customer
relationships.”

The financial services sector in particular, has grown to be
an industry where information itself is a tradable
commodity, the control and management of which is
implicitly linked to the capital markets themselves (Wilhelm
and Downing, 2000).
The main goals of implementing the Customer Relationship
Management in financial institutions and banks are as
follows: Identifying the specific values in each section of
market and customers, providing the customers desired
values by their requested manner for receiving information,
dividing the different parts of market and improving the
communication process with target customers, increasing
the revenue from services fees, increasing the customer
satisfaction and loyalty, optimizing the channels of services
to customers, attracting the new customers with regard to
the achieved expectation from the previous customers,
respect to the customer favorites and comments in order to
optimize the strategy and operating processes (Zineldin,
2005).

Long-term relationships where both parties over time learn
how to best interact with each other lead to decreasing
relationship costs for the customer as well as for the supplier
or service provider. Grönroos (1994) defines relationship
marketing as follows: “Marketing is to establish, maintain,
and enhance relationships with customers and other
partners, at a profit, so that the objectives of the parties
involved are met. This is achieved by mutual exchange and
fulfillment of promises”.
The stock brokerage industry emphasizes client value
because clients generally have a long-term relationship with
the brokerage. It is because clients place trade instructions to
a brokerage repetitively whenever they find suitable
investment opportunities. Over time, a client would also
develop his / her own pattern to perform business actions
with the brokerage firm. Therefore, without significant
reasons, clients will unlikely join another brokerage firm if
their patterns can be identified and effectively supported.

A recent CRM study by Francis Buttle (2000), of the
Manchester Business School, identifies four strategically
significant customer types: high life-time value (LTV),
benchmarks, inspirations, and cost magnets. The focus of
retention efforts should be on the LTV customers. Life-time
value refers to the current value of future profit margins that
might be earned. Buttle points out that not all high-volume
customers have high LTV. This may result from high

In particular, the brokerage industry has high potentials in
collecting valuable client information. Client information
can be broadly divided into client supplied information and
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maintenance costs or other economic factors. “We know of
one company that applied activity-based costing disciplines
in order to trace process costs to its customer base. They
found that 2 of their 3 biggest customers were in fact
unprofitable. As a consequence the company re-engineered
its manufacturing and logistics processes, and salespeople
negotiated price increases” (Buttle, 2000). The second group
of customers is called ‘benchmarks’ because of their ability
to influence other customers to behave and purchase as they
do. The third group ‘inspirations’ refers to customers who
inspire change in the supplier through new ideas for
products, improvements or cost reductions. The final group
‘cost magnets’ are customers who absorb a disproportionate
high volume of fixed costs which enable smaller, lowprofit
customers to become profitable (Buttle, 2000).

use of individual account information (Kotler and Keller,
2006: 152). The aim of relationship marketing is the
establishment and maintenance of long-term relationships
with customers (Zeithaml et al., 2006: 182).
CRM provides a transition from a transaction-based to a
relationship-based model that concentrates on the
acquisition, development and retention of profitable
customer relationships. Two-way communication with
customers is enabled by advances in information and
telecommunications systems. All the communication with
customers, when it is integrated into the organisation,
recorded and managed, allows the relationships with
customers to develop and to be maintained (Baran et al.,
2008: 6 - 7).
A recent study of a financial group based in South America
identifies three key factors that led to its success. The first
factor was starting with a specific business problem with a
limited scope and a small number of business objectives. By
limiting the scope of their project, the group allowed user
efforts to be concentrated on achieving benefits in selected
areas with short time-scales. This strategy maintained lowrisk and aided staff in building the skills and confidence to
move onto larger CRM projects (Forsyth, 2001). The
ultimate goal is to transform these relationships into greater
profitability by reducing customer acquisition costs,
increasing repeat purchases, and charging higher prices
(Winer 2001).

Evolving information technology incorporated with novel
business strategies creates an immense, if not limitless,
number of potential goals for CRM implementation. CRM
is a creative process that is only limited by the ingenuity of
the human mind applied to software and business-process
engineering. However, our study did reveal many common
avenues of current CRM practice. The following six goals
stand out as the most relevant to corporate strategy.
1.

2.
3.

4.
5.

Identify key information, such as profitable customer
segments, and transform this information into
competitive knowledge;
Create rich, investing experiences for each customer;
Provide customers with the help, tools and advice to
make informed investing decisions; Lower the costs of
managing customer relationships;
Use customer information in inventory analysis to
identify additional products to offer customers;
Bring revolutionary efficiencies to selling processes and
increase profit for each customer (Cave, 2001 &
Waltner, 2001).

Relational benefits to services industries through effective
relationship management suggested by Panda (2003) span
from predictable sales and hence, profits, to generation of
new business through sharing positive opinions and
recommendations. On the other hand, customers should
also feel benefits from entering a relationship with a
company. In addition to security and comfort the customers
would also seek economic benefits expressed in special
discounts, rewarding for their loyalty, as well as time savings,
and special treatment by company front line staff. And these
customer expectations that are very difficult to manage,
should be properly studied and reflected in company’s
approach towards service delivery and product quality.
Panda (2002) suggests that many organizations fail to do so
only because of technology involvement the CRM
implementation is perceived mainly as a technological
exercise rather than a strategic goal. (Panda, 2002).

The well known marketing expert Philip Kotler (2002),
knows the ECRM (Electronic Customer Relationship
Management) as a part of electronic business concept that
explains the use of electronic tools and platforms for
guidance of corporate affairs and enable institutions to gives
services to customers accurately and fast in a wide range of
time and place (Kotler, 2002).
A business that wants to succeed in today’s global
competitive market, where customers are empowered and
brand loyalty erosion is increasing, will have to move to
customer relationship management (CRM). Customer
relationship management enables organisations to provide
excellent real-time customer service through the effective
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Customer Relationship Management (CRM) “is the core
business strategy that integrates internal processes and
functions, and external networks, to create and deliver value
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Population of Share brokers for the Study: The total
number of share brokers as on March 2010 was 8,804
including 4,197 corporate share brokers and 4,317 are
individual share brokers and remaining 290 are partnership
brokers. Among the independent share brokers 147 are
registered in BSE, 87 in Coimbatore stock exchange and 68
in national Stock exchange were registered. Total number of
sub-share brokers during the period was 75,376. Among the
total sub-share brokers 33,710 were registered in BSE 40,600
in NSE and 20 in CSX.

to targeted customers at a profit. It is grounded on highquality customer data and enabled by IT” (Buttle, 2004).
CRM is a business strategy to identify, cultivate, and
maintain long-term profitable customer relationships. It
requires developing a method to select your most profitable
customer relationships (or those with the most potential)
and working to provide those customers with service quality
that exceeds their expectations. (McDonald, 2002).
Advancements in information technologies have clearly
effected businesses and the economic system as a whole.
Along with these changes comes the need to manage the
respective relationships between suppliers, customers and
business partners. Examination of this process reveals two
major tends driving CRM; suppliers using information
technology to create and offer new services supporting core
business goals and changing customer behavior resulting
from use of information technology (Korner &
Zimmerman, 2000).

Sample population of share brokers: The study
considered only the individual share brokers and subbrokers, so the sample population of the study is 79,693.
The corporate and partnership share brokers are not
considered for the study, for the reason, the sub- brokers are
the representative of the corporate as well as the partnership
brokers since they are associated with the corporate and
partnership brokers. There are 463 share brokers in
Coimbatore; they are the sample population for the study.

“The adoption of CRM is being fuelled by a recognition that
long-term relationships with customers are one of the most
important assets of an organization and that informationenabled systems must be developed that will give them
‘customer ownership’. Successful customer ownership will
create competitive advantage and result in improved
customer retention and profitability for the company”
(Payne, 2000).

Sampling Procedure for share brokers: Sample
population for the study has been limited by region.
Coimbatore region has been selected for the research and
share brokers located in Coimbatore are the sample size for
the study. There are 463 share brokers in Coimbatore region.
Among the 463 brokers 7 are not operating. Out of 456
share brokers 150 has been selected by adopting simple
random technique. For this study, from the list of share
brokers every 3rd share broker has been chosen for data
collection.

There exists a gap between expected service quality and
perceived service quality. In an attempt to explain such gap,
Parasuraman et al (1985), came up with a ‘gap model’ which
is intended to be used for analyzing sources of quality
problems and help managers understand how service quality
can be improved.

Population of Investors for the Study: Total population
in Coimbatore as per 2010-11 census it was 34,72,578, out
of this population 84.31% are educated. The research
considered only the literate, so the investors population for
the study is 26, 78,637.

RESEARCH METHODOLOGY
The research methodology constitutes the blue print for the
data collection, measurement and analysis of data. It is the
overall operational pattern or framework, of the research
that stipulates what information is to be collected from
which sources by what procedures.

Sample size of investors: The research has been carried
out in Coimbatore. The investors were selected from the
chosen share brokers list of investors. Three investors had
been chosen by simple random method from the list of
registered investors with the share brokers. The total sample
size is 3X 150 =450.

Design of the Study: The research design constitutes the
blue print for the data collection, measurement and analysis
of data. The descriptive research design has been employed
for the present study. It is the overall operational pattern or
framework of the research that stipulates what information
is to be collected from which sources by what procedures.

Sampling Procedure: Among the regional stock
exchanges in India, the Coimbatore has been purposively
selected for the present study. The share brokers and
investors have been selected by adopting simple random
sampling technique through pre-tested, structured interview
schedule through direct interview method.
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continuous effort to reduce delay in handling documents
and transactions.

Sample Size: The data and information have been collected
from 150 share brokers and 450 investors.

Customer Relationship of Share Brokers: The weighted
mean for customer relationship of share brokers was
worked out and the results are presented in Table 1. The
results show that the customer is very frank with me
regarding various service provided by them, the customer
cares the growth of the institution, the customer is
committed to find best investment option, I want to retain
the customer because I enjoy our relationship, both of us
considered solving problems as a joint responsibility, the
customer takes timely feedback, the existing customer
attitude and commitments are effective and ensures best
quality of service, the customers do with safe, secure and
confident transactions with us, courtesy extended by the
customers makes us feel comfortable and customer’s
expectations on individualized service attention and service
delivery is high are strongly agreed by the share brokers.

The customer is very frank with me regarding various
service provided by them, the customer cares the growth of
the institution, the customer discloses all the information
with us, I want to retain the customer because I enjoy our
relationship, the customer acts always as a friend to us, he
always stick on rules and conditions, both of us considered
solving problems as a joint responsibility, the customer
would use a WE problem solving attitude than YOU legal
language, the customer always look for opportunities to
create frequencies of contact, the existing customer attitude
and commitments are effective and ensures best quality of
service, the customers do with safe, secure and confident
transactions with us, we have to be watchful to avoid any
wrong entries, accessibility of the customer is an adduced
attraction, courtesy extended by the customers makes us feel
comfortable, courtesy extended by the customers makes us
feel comfortable, customers of this share broking
institutions have a high degree of tolerance, the customers
makes each one of us feel important, customer’s
expectations on individualized service attention and service
delivery is high and service innovations are based on social
requirements are agreed by the investors.

The share brokers are disagreed with the customer never
trust us and the customer does not mind to sacrifice his gain
to remain with the share broker while, they are neutral with
the customer never trust us and the customer never care us.

The customer never trust us, the customer does not mind to
sacrifice his gain to remain with the share broker, the
customer never care us and our complaints fall on deaf years
in the customers are disagreed by them.

The customer acts always as a friend to us, he always stick
on rules and conditions, the customer would use a WE
problem solving attitude than YOU legal language, our
complaints fall on deaf years in the customers, the customer
always look for opportunities to create frequencies of
contact, there is a continuous effort to reduce delay in
handling documents and transactions, we have to be
watchful to avoid any wrong entries, accessibility of the
customer is an adduced attraction, customers of this share
broking institutions have a high degree of tolerance, the
customers makes each one of us feel important and service
innovations are based on social requirements are agreed by
the share brokers.

Gap between Customer Relationship of Share
Brokers and Investors: The gap between customer
relationship of share brokers and investors was analyzed and
the results are presented in Table 3. The gap analysis shows
that we have to be watchful to avoid any wrong entries is
agreed while, our complaints fall on deaf years in the
customers is disagreed.

Period of Study: The data and information collected from
share brokers and investors pertains to the year 2009-2011.
ANALYSIS

The gap analysis further indicates that the customer is very
frank with me regarding various service provided by them,
the customer cares the growth of the institution, the
customer discloses all the information with us, the customer
never trust us, the customer is committed to find best
investment option, the customer does not mind to sacrifice
his gain to remain with the share broker, I want to retain the
customer because I enjoy our relationship, the customer
never care us, the customer acts always as a friend to us, he
always stick on rules and conditions, both of us considered
solving problems as a joint responsibility, the customer
would use a WE problem solving attitude than YOU legal

Customer Relationship of Investors: The weighted
mean for customer relationship of investors was worked out
and the results are presented in Table 2. The results indicate
that the customer is committed to find best investment
option, the customer takes timely feedback are strongly
agreed and the investors are neutral with there is a
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language, The customer always look for opportunities to
create frequencies of contact, the customer takes timely
feedback, the existing customer attitude and commitments
are effective and ensures best quality of service, the
customers do with safe, secure and confident transactions
with us, there is a continuous effort to reduce delay in
handling documents and transactions, accessibility of the
customer is an adduced attraction, courtesy extended by the
customers makes us feel comfortable, customers of this
share broking institutions have a high degree of tolerance,
the customers makes each one of us feel important,
customer’s expectations on individualized service attention
and service delivery is high and service innovations are
based on social requirements are strongly disagreed.

well as international investors. It is found that the services
provided by the share brokers are not very much satisfied by
the investors, since there is GAP in all service quality
dimensions. The only way to retain investors is to reduce the
GAP so that the relationship will improve, since relationship
is very vital for customer satisfaction in share broking
industries. The investors and share brokers emotional
attachment only make them to be satisfied, since the service
delivery, and satisfaction is very much influenced by the
external uncontrollable factors by both share brokers and
investors.
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Table 1 : Weighted Mean for Customer Relationship of Share Brokers
S.No Customer Relationship
1.
The customer is very frank with me regarding various service provided by them.
2.
The customer cares the growth of the institution.
3.
The customer discloses all the information with us.
4.
The customer never trust us
5.
The customer is committed to find best investment option
6.
The customer does not mind to sacrifice his gain to remain with the share broker.
7.
I want to retain the customer because I enjoy our relationship
8.
The customer never care us
9.
The customer acts always as a friend to us
10. He always stick on rules and conditions
11. Both of us considered solving problems as a joint responsibility
12. The customer would use a WE problem solving attitude than YOU legal language
13. Our complaints fall on deaf years in the customers
14. The customer always look for opportunities to create frequencies of contact
15. The customer takes timely feed back
16. The existing customer attitude and commitments are effective and
ensures best quality of service
17. The customers do with safe, secure and confident transactions with us
18. There is a continuous effort to reduce delay in handling documents and transactions.
19. We have to be watchful to avoid any wrong entries
20. Accessibility of the customer is an adduced attraction
21. Courtesy extended by the customers makes us feel comfortable
22. Customers of this share broking institutions have a high degree of tolerance
23. The customers makes each one of us feel important
24. Customer’s expectations on individualized service attention and service delivery is high.
25. Service innovations are based on social requirements

Weighted Mean
4.64
2.42
3.24
4.74
2.42
4.68
2.72
3.88
4.20
4.82
4.28
4.00
4.38
4.86

Status
SA
SA
DA
N
SA
DA
SA
N
A
A
SA
A
A
A
SA

4.88
4.84
3.72
4.46
4.42
4.60
4.42
4.26
4.84
4.26

SA
SA
A
A
A
SA
A
A
SA
A

Source: Primary & Computed Data
Table 2 : Weighted Mean for Customer Relationship of Share Brokers
S.No Customer Relationship
1.
The customer is very frank with me regarding various service provided by them.
2.
The customer cares the growth of the institution.
3
The customer discloses all the information with us.
4.
The customer never trust us
5.
The customer is committed to find best investment option
6.
The customer does not mind to sacrifice his gain to remain with the share broker.
7.
I want to retain the customer because I enjoy our relationship
8.
The customer never care us
9.
The customer acts always as a friend to us
10. He always stick on rules and conditions
11. Both of us considered solving problems as a joint responsibility
12. The customer would use a WE problem solving attitude than YOU legal language
13. Our complaints fall on deaf years in the customers
14. The customer always look for opportunities to create frequencies of contact
15. The customer takes timely feed back

17

Weighted Mean
3.88
3.72
4.46
2.18
4.62
2.16
4.18
1.72
4.16
4.45
4.34
4.18
2.00
4.12
4.06

Status
A
A
A
DA
SA
DA
A
DA
A
A
A
A
DA
A
SA
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16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

The existing customer attitude and commitments are effective and
ensures best quality of service
The customers do with safe, secure and confident transactions with us
There is a continuous effort to reduce delay in handling documents and transactions.
We have to be watchful to avoid any wrong entries
Accessibility of the customer is an adduced attraction
Courtesy extended by the customers makes us feel comfortable
Customers of this share broking institutions have a high degree of tolerance
The customers makes each one of us feel important
Customer’s expectations on individualized service attention and service delivery is high.
Service innovations are based on social requirements

4.24
4.26
3.00
4.12
4.02
4.10
4.16
3.78
3.96
3.84

A
A
N
A
A
A
A
A
A
A

Source: Primary & Computed Data
Table 3 : Gap between Customer Relationship of Share Brokers and Investors
S.No Customer Relationship
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.
24.
25.

The customer is very frank with me regarding various service provided by them.
The customer cares the growth of the institution.
The customer discloses all the information with us.
The customer never trust us
The customer is committed to find best investment option
The customer does not mind to sacrifice his gain to remain with the share broker.
I want to retain the customer because I enjoy our relationship
The customer never care us
The customer acts always as a friend to us
He always stick on rules and conditions
Both of us considered solving problems as a joint responsibility
The customer would use a WE problem solving attitude than YOU legal language
Our complaints fall on deaf years in the customers
The customer always look for opportunities to create frequencies of contact
The customer takes timely feed back
The existing customer attitude and commitments are effective and
ensures best quality of service
The customers do with safe, secure and confident transactions with us
There is a continuous effort to reduce delay in handling documents and transactions.
We have to be watchful to avoid any wrong entries
Accessibility of the customer is an adduced attraction
Courtesy extended by the customers makes us feel comfortable
Customers of this share broking institutions have a high degree of tolerance
The customers makes each one of us feel important
Customer’s expectations on individualized service attention
and service delivery are high.
Service innovations are based on social requirements

Weighted
Mean(Gap)
0.94
0.92
2.04
1.06
0.12
0.26
0.50
1.00
0.28
0.25
0.48
0.10
2.00
0.26
0.80

SDA
SDA
SDA
SDA
SDA
SDA
SDA
SDA
SDA
DA
SDA
SDA

0.64
0.58
0.72
4.12
0.44
0.32
0.44
0.64

SDA
SDA
SDA
A
SDA
SDA
SDA
SDA

0.30
0.94

SDA
SDA

Source: Primary & Computed Data
Table 4 : Quality dimensions and relationship GAP
GAP Dimensions

Tangibles

Weighted Mean
Share brokers

Investors

4.6

3.9
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GAP

Percentage

0.7

15.2

Status
SDA
SDA

Viewer’s Preference Towards Television Media For Effectual Advertisements –
With Special Reference To Tamil Nadu Regional Tv Channels
* Dr. K. Pongiannan

Abstract
Television is the media where the audiences are huge which had led to the outgrowth of cable television and it has contributed a lot towards
popularizing television. Beyond providing entertainment, television vastly increases both the availability of information about the different
products and exposure to the uses and advantages of such products through the advertisements telecasted in the middle of the programmes.
Channels are booming just like sky as the limit. If there a couple of channels, without cable or satellite television viewers would be forced to watch
whatever came on the Television. But, with growing numbers of Channels, the viewers can choose from the available varieties of channels. When
they prefer to watch a particular channel, the programmes and advertisements telecasted will reach the viewers more easily than the less preferred
channels. Thus this study focuses on the viewer’s preference towards television channels particularly regional channels in Tamil Nadu, for effective
advertisements.
Key Words: Television, Media, Channel, Advertisements, Effectiveness, Viewers.

INTRODUCTION

T

elevision has been called a ‘plug-in-drug’, keeping
people glued to the screen and impeding the enjoyment
of more valuable experiences. Television can be used to
enhance many important aspects of everyday life. People
seek entertainment and distraction, and Television can give
us that in the form of films or cartoons. People want
education, information and instruction because they are
inquisitive and like to learn. Television gives us these in
documentaries or educational programmes, in reports or
cultural magazines. People enjoy creativity, and Television
gives us that in the work of all the people involved in
creating clever film scripts, effective scenery, witty dialogues
or magnificent camera shots. Television gives us the world,
other cultures, other people, languages and ideas. In
addition, it gives awareness and description about the
different products and services available in the market
through advertisements.
Television is the media where the audiences are huge which
had led to the outgrowth of cable television and it has
contributed a lot towards popularizing television. Beyond
providing entertainment, television vastly increases both the
availability of information about the different products and

exposure to the uses and advantages of such products
through the advertisements telecasted in the middle of the
programmes.
Channels are booming just like sky as the limit. If there a
couple of channels, without cable or satellite television
viewers would be forced to watch whatever came on the
Television. But, with growing numbers of Channels, the
viewers can choose from the available varieties of channels.
When they prefer to watch a particular channel, the
programmes and advertisements telecasted will reach the
viewers more easily than the less preferred channels. Thus
this study focuses on the viewer’s preference towards
television channels particularly regional channels in Tamil
Nadu, for effective advertisements.
SIGNIFICANCE OF THE STUDY
There is severe competition among Regional television
channel; some of them have become pay channel. The
marketers as well as the advertisers advertise their
products/services in all these channels. But, the
effectiveness of such advertisements depends on its
reachability and popularity of the channels among the
viewers. However, very often the viewer’s preference may

* Assistant Professor, PG & Research Department of Commerce, Government Arts College, Dharmapuri – 636 705, Tamilnadu, India.

vary from one channel to another and from one programme
to another. Hence it initiated the researcher to study the
viewer’s preference towards Tamil regional television
channels and also study the factors which influence the
viewers to watch particular Television channel and
Programme. Since Tamil is the Regional Language, this study
confines to the Viewers preference towards Tamil Television
Channels in Coimbatore.

the preference of respondents on the TV channels.
ANALYSIS AND INTERPRETATION
The data collected from the respondents was tabulated and
analyzed using appropriate statistical techniques mentioned
in the research methodology. The objective-wise analysis and
interpretations are presented in the following sections.

Analysis on the gender-wise preference for Tamil
Television Channels:

OBJECTIVES OF THE STUDY
1.
2.
3.

4.

To examine the gender-wise preference of Tamil
Television Channels.
To identify the most preferred regional Television
channel for advertisements.
To examine the study variables such as core/related
aspects, delivery of programmes, social responsibility
and preference for a Television channel for viewing
advertisements.
To study the factors that predicts the preference for a
Television channel.

The gender wise preference for the TV channels is examined
using mean ranks. The results are displayed in the Table 1.
The test of significant difference is done using Mann
Whitney U-test.
Table I shows that the mean rank for the preference of Sun
TV among male and female viewers is 82 and 68.46
respectively. U-test statistic is 2301; p = 0.052 which
indicates that preference of men and women on Sun TV is
the same.

RESEARCH METHODOLOGY

The table shows that the mean rank for the preference of
Sun News among male and female viewers is 75.18 and
75.85 respectively. The U-test statistic is 278; p = 0.925
which implies that male and female equally prefer Sun news.

To investigate the objectives a descriptive study using
Primary data collection was followed. Data collected and
analyzed by quantitative techniques. A Questionnaire was
used as an instrument to collect the data. The data was
collected from 150 respondents.

The table shows that the mean rank for the preference of
Sun Music among male and female viewers 78.15 and 72.63
respectively. Further the insignificant U statistic (2601.50;
p=0.435) indicates that the preference for sun music does
not differ according to gender.

Sampling frame: The geographical area of Coimbatore
city was chosen as the Universe. The main reason for
choosing Coimbatore City is that the investigator is located
here and is familiar with the place. In this study, the
researcher has chosen the residents of Peelamedu in
Coimbatore as the sampling unit. The dwelling units of
Peelamedu were listed and arranged in sequential order. 451
dwelling units were identified. The questionnaire was
administered at random by selecting every third of the
dwelling units. 151 questionnaires were administered. The
age groups of the respondents were not so emphasized;
however, the data was collected from whoever was available
at home. Accordingly 150 questionnaires were returned
yielding a response rate of 99.33%.

The table shows that the mean rank for the preference of
Jaya TV among male and female viewers is 82.99 and 67.38
respectively. U-test statistic is 2223.5; p = 0.027 which
depicts that male and female differently prefer Jaya TV. Also,
Male prefer Jaya TV more than Female viewers.
Further, the mean rank for the preference of Star Vijay
among male and female viewers is 79.56 and 71.10
respectively. U-test statistic is 2491.00; p = 0.230 which
portrays that males and females equally prefer Star Vijay.
Also, the Table I shows that the mean rank for the
preference of Raj TV among male and female viewers is
77.12 and 73.75 respectively. U-test statistic is 2682.00; p =
0.634 which reveals that male and female viewers equally
prefer Raj TV.

Techniques used for Analysis: The techniques used for
analysis are Descriptive statistics, Multiple Regression,
Mann-Whitney U test, and Chi-Square test. Multiple
regression was used to study the factors predicting the
preference for a TV channel. Chi-square and U-tests were
used to examine the significant difference among the study
variables. Friedman Two-way ANOVA was used to identify
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It can also be inferred from the Table I shows that the mean
rank for the preference of Raj Digital TV among male and

20

female viewers is 77.32 and 73.53 respectively. U-test statistic is
2666.00; p = 0.59 which depicts that the viewers preference for
Raj Digital TV does not differ based on gender.

Jaya TV
Star Vijay
Raj
Raj Digital
K TV
Makkal TV
Chutti TV
Tamilan TV
Polimer
UTV

Further, the table shows that the mean rank for the preference
of K TV among male and female viewers is 73.51 and 77.66
respectively. U-test statistic is 2652.50 ; p = 0.557 which
indicates that male and female equally prefer K TV.
In addition, the table shows that the mean rank for the
preference of Makkal TV among male and female viewers is
67.71 and 83.94 respectively. U-test statistic is 2200.50; p =
0.021. It indicates that male and female viewers differently
prefer Makkal TV.

The Table 2 shows that Chi-square is significant at 0.05 level.
Therefore, the preference for TV channels differs significantly.
It is found that Sun TV is the most preferred channel followed
by Sun News, Sun Music, Star Vijay, Jaya TV, Raj TV, K TV, Raj
Digital, Makkal TV, Polimer TV, U TV, Tamilan TV and Chuti
TV.

Similalrly, the table shows that the mean rank for the
preference of Chutti TV among male and female viewers is
74.12 and 76.99 respectively. U-test statistic is 2700.50; p =
0.684. It indicates that male and female viewers equally prefer
Chutti TV.

Analysis on the study variables core/related aspects,
delivery, social responsibility and preference for a
Television channel: To examine the study variables
descriptive statistics was applied and the results are tabulated in
Table 3.3.

Further, the table shows that the mean rank for the preference
of Tamilan TV among male and female viewers is 72.13 and
79.15 respectively. U-test statistic is 2545.00; p = 0.318. It
indicates that male and female viewers equally prefer Tamilan
TV.

Table 3 : Descriptive analysis on the factors
influencing the preference for TV Channel

The table shows that the mean rank for the preference of
Polimer TV among male and female viewers is 73.60 and 77.56
respectively. Also, the Table I shows that the mean rank for the
preference of UTV among male and female viewers is 71.69
and 79.63 respectively. U-test statistic is 2510.50; p = 0.259
which indicates that male and female viewers equally prefer
UTV.

Table 2 : Two-Way ANOVA on respondents’ most
preferred Tamil TV channel for viewing
advertisements

Mean

Std. Deviation

Core/related aspects
Delivery
Social responsibility
Preference towards the TV
channels for advertisements

3.42
3.47
3.45

0.51
0.54
0.58

3.50

0.77

Analysis on the factors that predicts the preference for a
TV channel for viewing advertisements: This objective
aims to establish relationship between the dependent variable
preference for a TV channel and the set of independent
variables Core/related aspects, delivery, and social
responsibility.

TV Channels Mean Rank Chi-Square(Sig at 5%
level)
3.46
5.34
5.35

Factors

The Table 3 shows that the mean score for the study variables.
The mean for core/related aspects is 3.42; standard deviation
0.51, standard deviation is 0.54, for social responsibility the
mean is 3.45; standard deviation 0.58, and for preference
towards the channel the mean is 3.50 and standard deviation is
0.77. This implies that the various study factors deviate slightly
from the preference for regional level TV channels for
watching advertisements.

Analysis on the respondents’ most preferred Tamil TV
channel for advertisements: To find the preference for
channels to view advertisements, Two way ANOVA
(Friedman) was used. The results of the tests are available in
the table below

Sun TV
Sun News
Sun Music

6.17
5.59
6.78
7.66
7.24
8.35
9.06
9.03
8.38
8.59

139.23P=0.000df=11

This objective is studied using Multiple Regression. The
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variable preference for a TV channel entered the regression
model as dependent variable and the variables core/related
aspects, delivery and social responsibility entered the model as
independent variables. The regression results are displayed in
the Table 4.

channel to view advertisements.
IMPLICATIONS OF THE STUDY
Based on the statistical analysis of the data and their major
findings, the following are the implications which are proposed
to the media owners for better performance of the Tamil TV
channels:

Table 4 : Results of regression predicting the
preference for a TV channel to view advertisements
Variables

Standardized
Sig at 5% level
Coefficients (β)

Core / Related aspects
Delivery
Social Responsibility

0.141
.0328*
0.184

•

0.209
0.011
0.080

•

F = 27.724; p = 0.00 *significant at 0.05 level
•
Multiple regression results in R² = 0.363. This indicates the
amount of variance explained by the independent variables on
the dependent variable. On examination of the coefficient
table, it is found that the variable delivery alone predicts the
dependent variable at 0.05 level. The strength of relationship is
indicated by the â value (= 0.328).

•

FINDINGS OF THE STUDY

•

The following are the major findings based on the analysis:

•

•

•

•

•

The gender wise preferences for the TV channels were
examined using mean ranks. The test of significance
difference is tested using U-test. It indicates that
preference of men and women on Sun TV, Sun News, Sun
Music, Star Vijay, Raj TV, Raj Digital, K TV, Makkal TV,
Chutti TV, and Tamilan TV is the same. But, the
preference for Jaya TV is significantly different among
male and female viewers. Male respondents prefer Jaya
TV more than female respondents.
To find the preference for channels to view
advertisements, Two way Anova (Friedman) was used and
it was found that Sun TV is the most preferred channel
followed by Sun News, Sun Music, Star Vijay, Jaya TV, Raj
TV, K TV, Raj Digital, Makkal TV, Polimer TV, U TV,
Tamilan TV and Chutti TV.
In order to the study the variable mean scores where
given, it revealed that the factors of core/related aspects,
delivery, social responsibility, preference towards the
channel for viewing advertisements are slightly moving
towards the agreement.
On the examination of Coefficient table, it was found that
the variable of delivery of programmes alone influences
the results of the preference for a Tamil Television

Effulgence, Vol. 10, No. 1, Jan - June, 2012

•

From the study it is strongly suggested that,
advertisements should be telecasted in the middle of
appropriate programmes to effectively reach the
audience.
Further, Sun TV being the most preferred regional level
TV channel creates high reachability and popularity for
the advertisements telecasted in it. Hence, it is suggested
to telecast the advertisements mainly in Sun TV.
It was opined by the viewers that the programmes in
Television had affected their thoughts, culture and
behaviour and hence steps may be taken by the concerned
TV Channel to see that the programmes have a positive
effect on viewers.
Viewers of Tamil Television channel suggested to
improve the quality of program by making them more
informative.
Most of the viewers have suggested that agriculturist and
educational programmes should be included.
It is suggested to give interesting interactive & Live
telecast programmes like creativity based programmes in
order to avoid monotonous type of programmes.
Majority of the viewers have suggested that Regional
Television channels should telecast their programmes in
proper appealing dress code by women and they should
also have a professional appearance.

CONCLUSION
Today the Indian sky is overcrowded with many new satellite
and regional channels having entered the scene with many new
programmes. Each satellite and regional channels have made
unique contribution to viewers and each stand out with
uniqueness when compared to each other. In spite of the
growth of satellite channels, the viewers still prefer some
regional channels to view advertisements. This study reveals
that viewers prefer regional channel for advertisements mainly
due to programme delivery.
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Table 1 : Gender-wise preference for Tamil Television Channels
Description

Gender

N

Mean Rank

Mann-Whitney U

p

Sun TV

Male
Female
Male
Female
Male
Female
Male
Female
Male
Female
Male
Female
Male
Female
Male
Female
Male
Female
Male

78
72
78
72
78
72
78
72
78
72
78
72
78
72
78
72
78
72
78

82.00
68.46
75.18
75.85
78.15
72.63
82.99
67.38
77.12
73.75
77.32
73.53
73.51
77.66
67.71
83.94
74.12
76.99
72.13

2301.00

0.052

2783.00

0.925

2601.50

0.435

2223.50

0.027

2682.00

0.634

2666.00

0.591

2652.500

0.557

2200.50

0.021

2700.50

0.684

2545.00

.318

Sun news
Sun Music
Jaya TV
Raj
Raj Digital
K TV
Makkal TV
Chutti TV
Tamilan TV
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Abstract
Higher education plays pivotal role in society formation, national growth and overall economic development. India is world’s third largest higher
education provider. Despite only few Indian institutions have earned global distinction. It is now exposed to serious threat of cut throat competition
in terms of quality and fulfilling the demands. Quality itself a slippery concept, and service quality increases the complexities as service itself is
abstract. The fate of any institutions depends how customers evaluate service quality. This paper attempts to understand service quality in the
context of higher education. A through literature reviews and research papers have been studies to have greater understanding of the service
quality. It highlights service quality dimension using the SERVQUAL model and how the institute should address these issues to gain
competitive advantage. Moreover, this paper creates the theoretical foundation for the further empirical research in the area of service quality in
higher education.
Key Words: Higher Education, Service, SERVQUAL, Quality, Quality Dimension.

INTRODUCTION

I

n 21st century, the overall quality of the national
competition is attributed to the current development of
education in particular, the quality of higher education.
Higher education is the pivot element of societal formation,
national growth and overall economic development. It is the
source of dynamism for the economy creating employment
and social opportunities for the people.
LPG (Liberalization, Privatization, and Globalization) has
brought phenomenal transformation in all sectors of the
economy. India is the third largest higher education provider
in the world in terms of student enrollment while it is first
in terms of number of institutions is now exposed to
serious threat of cut-throat competition in terms of quality
and fulfilling the demands.
Now the young generation will be the main force of socialist
construction, and quality of their education is directly
related to the country’s fate. To make our country stand in
the new century powers of the world, our current task is to
improve the education systems and fully implementation of
quality education.
This paper covers the conceptual aspects of service and
service quality, the main focus is to understand the

SERVQUAL dimension in the context of management
education in order to create concrete understanding for the
empirical study of service quality in management education.
MANGEMENT EDUCATION IN INDIA
Management education courses provide basic knowledge
about management concepts and business structure.
In India it began in the 1950s as a part-time education for
practicing executives, and full-time management degreed
offered by a few universities. Later in 1961, the Government
of India established the Indian Institute of Management at
Calcutta and Ahmedabad in collaboration with the Sloan
School of management (MIT), the Ford Institute, and the
Harvard Business School respectively. Soon several
commerce departments in universities repacked their
curriculum to offer an MBA degree. Subsequently IIM at
Bangalore, Lucknow, Kozhikode, Indore and Shillong were
established. As in, 2006-07 there were over 1100 business
schools in the country. Of these, 5 were private aided
institutions, 903 were private unaided and 149 were
government aided (NKC Report 2003-09). As of now, the
number of business schools has risen to approximately 1817
(www.aicte-india.org). To meet the growing demand of
schools in the 11th five year plan of India proposed 7 new
IIMs by the end of 2012. The three IIMs are operational

* Designation: Vice Chancellor, Jai Narayan Vyas University, Jodhpur, Rajasthan-342001
** Designation: Research Scholar, Jai Narayan Vyas University, Jodhpur

from session 2010-11 at Ranchi, Raipur and Rohtak and rest
will come up in at Tiruchirapalli, Jammu and Kahsmir,
Rajasthan and Uttrakhand.

Table 2 : Growth in the number of Colleges the last
decade

Classification of Indian Business /Management
Schools:
1.

2.

3.

Year
1947-48
1950-51
1960-61
1970-71
1980-81
1990-91
2000-01
2007-08

Autonomous schools which are affiliated to Ministry of
Human Resources Development (MHRD) and All
India Council for Technical Education (AICTE) (Under
Ministry of Human Resource Development) such as,
Indian Institute of Management (Presently 10 IIMs),
XLRI, etc.
Management schools and department in universities
come under purview of National University Education
system. These departments are regulated and monitored
by the University Grant Commission.
Private Universities/Institutions which are sponsored
by various societies/trusts/corporate bodies.

Source: EY-FICCI-report09-Making the Indian higher
education system future ready
Table 3 : Current Quality Status in Colleges of
Higher Education in India (As on March 31, 2005)
Details
Total Number of Colleges
Number of Colleges under UGC purview
Number of Colleges recognized under
Section 2(f) of UGC Act
Number of Colleges recognized under
Section 12(B) of UGC Act
Number of Colleges actually funded
by the UGC
Number of Colleges accredited by
the NAAC
Number of Colleges accredited by the
NAAC and scoring above 60%

According to EY-FICCI report 2001, India is registering
significant growth in the number of universities in the last
decade with the CAGR of around 7 per cent (Table 1 while
in terms of college the CAGR reaches upto 9.2 per cent
(Table 2). There were 20 Universities and 500 colleges at the
time of independence. Annual Report 2009-10, MHRD
states that at present, there are 504 universities and
university-level institutions (as on 31.12.2009). Table 3
depicts the current status in colleges of higher education.
The management institutes are second growing area after
engineering in private sector. Despite having one of the
largest higher education system in the world few Indian
institutions have earned global distinction. The institutes
should not only focus on the intake but also take initiative to
understand the requirement of client and provide them
quality service.

Numbers
17,625
14,000
5,589 (40%)
5,273 (38%)
4,870 (35%)
2,780 (20%)
2,506 (17.9)

Source: Draft Report of Working Group on Higher Education for
XI- Five-year Plan.
THEORITICAL FRAMEWORK
Quality: Concepts and Definitions

Table 1 : Growth in the number of Universities
Year
1947-48
1950-51
1960-61
1970-71
1980-81
1990-91
2000-01
2007-08
2008-09

No. of Universities CAGR (%)
496
5.9 %
578
1819
3277
4738
5749
11146
20667
9.2 %

Quality is much debated term. Quality means different to
different people. For ‘relativists’ it is like ‘beauty’, that lies in
the eye of the beholder. Whereas, ‘objectivists’ believe
quality can be specific attributes that can be identified. The
word quality derived from Latin word ‘qualitas’ (property,
quality, value, characteristic, features and ability) which refers
to ‘qualis’ meaning ‘what kind of ’. Quality with a variety of
meaning and connotations, it has been referred to as
‘slippery concept’ (Pfeffer and Coote, 1991). Many authors
(Nigvekar, 1996; Warren et at, 1994; Sallis, 1996) have
referred to the highly cited words of Pirsig (1974).

No. of Universities CAGR (%)
20
5%
28
45
93
123
194
266
416
7%
456

Source: EY-FICCI-report09-Making the Indian higher
education system future ready

The dictionary meaning of quality is “degree of excellence”
and “superiority in Kind”. Quality has different meaning to
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different people. Some of the definition covering the
broader aspects of quality is being discussed below.
The British Standard Institution (BSI) defines quality as “the
totality of features and characteristics of a product or
service that bear on its ability to satisfy stated or implied
needs” (BSI, 1991).

1979) and “meeting or exceeding customer’s expectations of
education” (Parasuraman, Zeithaml and Berry, 1985).
Therefore, a single definition of education quality is not
possible, rather, it would be more appropriate to define
education quality based on the criteria that stakeholders used
to judge quality, and also to consider the competing views
when assessing the education quality (Green, cited in Sahney
et al., 2004).

Many scholars have defined quality considering various
aspects associate with the quality from various agents of the
goods user and service recipients.

Barnett (1992) quotes a ‘suggestive definition by Barrow
(1991) to define ‘quality’ in higher education:

Crosby (1979) defines quality as ‘conformance to
requirement’.

A high evaluation accorded to an educative process, where it
has been demonstrated that, through the process, the
students’ educational development has been enhanced….
not only have they achieved the particular objectives set for
the course but, in doing so, they have also fulfilled the
general educational aims of autonomy of the ability to
participate in reasoned discourse, of critical self evaluation,
and of coming to a proper awareness of the ultimate
contingency of all thought and action.

Juran and Gryna (1980) define quality as “Fitness for use”.
Deming (1980) defines quality as “predicable degree of
conformance to a standard” later they defined in terms of
“customer focus”.
Delmore & E Shaker (2002) defined quality “as the degree
of excellence of entire educational experience”.

Watty (2003) suggests that the dimension of quality as
perfection can be removed, since higher education does not
aim to produce defect-free graduates. Lomas (2001) suggests
that fitness for purpose and transformation seem to be the
two most appropriate definitions of quality, according to
small-scale research with a sample of senior.

These different notions of quality have lead Reeves and
Bedner (1994) to conclude “The search for a universal
definition of quality and a statement of law like relationship
has been unsuccessful”. According to Gummesson (1990) it
might be useful to create an insight into the many
dimensions that from a fuzzy entity referred to as quality
through social consensus rather that defining it. Garvin
(1988) classified the various definitions of quality into five
major groups, viz. Transcendent definition, product-based
definition, user-based definition, manufacturing-based, and
value-based definitions.

Cheng (1995) argues, “Education quality is the character of
the set of elements in the inputs, process and output of the
education system that provides services that completely
satisfy both internal and external strategic constituencies by
meeting their explicit and implicit expectations”. There is
also an increasing expectation by students that they should
have choices in terms of subjects, modes of delivery,
methods of assessment and time spent on campus.

In the words of Mukhopadhyay (2005), “product
specification is actually the minimum conditions for quality,
but not the sufficient condition”. Table 4 illustrates the
quality definition with reference to the context.

Harvey and Green (1993) in their seminal work “Defining
quality, assessment and Evaluation in Higher Education”
have pointed out that quality is a relative concept. They have
provided five discrete but interrelated notion of quality. As
cited in Watty (2003) key aspects of each of these categories
can be summarised as (Figure 1).

Quality in context to Higher Education
The concept of quality is not well defined in higher
education (Cheng and Tam, 1997; Pounder, 1999).
According to Mukhopadhyay (cited in Sahney, Banwet and
Karunes, 2004), the term ‘quality in education’ has been
defined by various scholars, such as “excellence in
education” (Peters and Waterman, 1982), “value addition in
education” (Feigenbaum, 1951), “fitness of educational
outcome and experience for use” (Juran and Gryna, 1988),
“specifications and requirements” (Gilmore, 1974; Crosby,
1979), “defect avoidance in education process” (Crosby,
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Service Quality Dimensions
Service quality is an abstract and elusive construct because
of three features unique to the service: intangible,
heterogeneity and inseparability of production and
consumption (Parasuramn, Zeithaml and Berry, 1985).
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Generally there are eight dimensions or attributes which
characterize quality of product or services for the use
(Gravin, 1987) namely Performance, Reliability, Durability,
Aesthetics, Features, Conformance, Serviceability, Perceive
Quality.

and accurately, timely service, error free records, etc.
3) Responsiveness: It is comprised of four items which
address the issues of willingness to help customer and
provide prompt service.
4) Assurance: the four items related to competence,
courtesy, credibility and security is covered under the
assurance factors.

Parasuraman, Zeithaml, & Berry (1985), in their exploratory
research reveled service quality dimensions viz. tangibles,
reliability, responsiveness, competence, courtesy, credibility,
security, access, communication and understanding the
customer. In year 1988 (Parasuraman, Zeithaml, & Berry,
1988) extended their research and these ten service
dimensions were then reduced to five attributes namely
reliability, assurance, tangibles, responsiveness and empathy.
SERVQUAL
CONCEPTS

INSTRUMENT

/

5) Empathy: it includes five items related to access,
communication, understanding the customer, caring
and individual attention that the firm provides its
customer is assessed.
A 7-point Likert scale was used to rate each items. It
measures expectation and perceptions separately. Customer
expectations “are beliefs about service delivery that serve as
standards or reference points against which performance is
judged”, whereas customer perceptions are “subjective
assessments of actual service experiments” through
interaction with the providers (Zeithaml et al., 2006).

MODEL-

Among the various service quality models, the Service
Quality Gap Model, also known as SERVQUAL model
(Parasuraman, Zeithaml, & Berry, 1985) is the most
commonly quoted service quality models. A conceptual
model of service quality through empirical research
developed by Parasuramn et. al (1985). The SERVQUAL
Gap model (Figure 2) highlights the five service quality gap.

The SERVQUAL model is frequently used and adopted in
the extant literature to evaluate the students’ perceived
service quality in the education industry (Russell, 2005).
Application of SERVQUAL Model

1) Gap 1: Consumer expectations – Management
Perception of consumer expectation.

1.

Determine the relative importance of the five
dimensions in influencing customers’ overall quality
perception.

2.

Use in categorizing a firm’s customer into several
perceived quality segment (High, medium and low).

3.

To assess its service performance relative to its principal
competitors. And compare itself to the competitors in
terms of strength and weaknesses on these particular
dimensions.

4.

To identify the most salient service quality dimension
for its target market.

5.

Can pinpoint area requiring managerial attention and
actions to improve service quality.

2) Gap 2: Management perception of consumer
expectations – service quality specifications actually set.
3) Gap 3: Service quality specification- actual service
delivery.
4) Gap 4: Actual service delivery- external communication
about service.
5) Gap 5: Expected service – perceived service. This gap
is the result of the four other gaps. (Cox & Dale, 2001).
The SERVQUAL (Service Quality) scale conceptualizes and
has been developed for the service sector. It has 22 items
that has been grouped into five generic dimensions.
1) Tangibles: it contains four items related to physical
facilities, equipment, appearance and grooming of
personnel and material associated to service.

Table 5 : Customer Group (Madu and Kuei 1993)

2) Reliability: The factor consists of five items pertaining
to ability to perform the promised service dependably
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Customer Group

Explanation

Student (Consumer)

That directly receives services.

Parents (Customer):

That pays for the education.
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Corporation (Customer)

That hires the students

Faculty (Customer):

That teaches students the
knowledge needed to
perform the job

Faculty facilitates the teaching learning process. So
institutes should provide them latest and quality
infrastructure in order to enhance the service
experience of their client. ‘Tangibilizing the Intangible’
costs to the service provider so, sufficient funds should
be provided with the intention to motivate and support
the faculty and students to participate in various
development activities and management must be
customer-centric and dedicated for continuous quality
improvement.

Before delivering the service quality is it important to know
the service receipting. Owlia and Aspinwal (1996) state that
the definition of customer is different from that used in
service or manufacturing industries because students, staff,
government and families are all customers of the
educational system and all have diverse needs. It is important
to identify the customer and their respective need. Madu and
Kuei (1993) in their study define group of customer that are
stakeholders in service output (see Table 5).

2.

SERVQUAL Dimension in Context to Management
Education
ServQual Model is widely used in service quality. These
dimensions are viewed from the conceptual point of view to
have greater understanding and its implication for the
management education institution. Once the theoretical
framework of these dimensions is understood we are able to
develop modified SERVQAUL for the education institutions
and measure it to serve the customer well up to their
expectation.

Reliability ensures quality output which can be trusted
by all the stakeholders. The ultimate aim of
management education is to prepare and produce an
internationally competent person who is capable of
handling diverse situation in an efficient manner (Rao
and Suganhdi, 2010).

The service quality dimension of SERVQUAL model is
being discussed as under.
1.

3.

Tangibility: Service being intangible makes it tough to
evaluate service quality. So it is necessary to
‘Tangibilizing the Intangible’. Customer takes tangible
factors like physical facilities, equipments, personnel
communication material, etc as a factor easy for
evaluation of the service quality.
In order to impart quality management education
management schools should provide modern and upto-date infrastructure, teaching aids, library with
sufficient number of books; research journal; online
journals, computers labs with wi-fi and internet facility,
auditorium, hostel facility, canteen, play ground and
other recreational facility, etc. As a result of
mushrooming of management schools a lager number
of institutions operating in a small land area. These
institute shows major gaps in tangible aspects as they
are unable to provide hostel, play ground and other
recreational facility.
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Reliability: It is the ability to perform the promised
service dependably and accurately. In services the
reliability is very important for measuring service
quality. Consumers observe tangibles to judge the
reliability of promised services to be delivered.
Consumers evaluate various process such as admission
process, teaching-learning process, examination and
evaluation process, summer in-terns and placement etc
to measure service quality. The business school should
adopt effective and efficient process, procedures and it
should be well documented.

Responsiveness: It is willingness to help customer and
provide prompt service. This quality dimension is very
important in services. In the age of ICT (Information,
Communication and Technology) time is very
important as customer wants prompt service. Whenever
consumer approaches to service provider with their
queries, request, problems, complaints these should be
attended and resolved with desired response within the
stipulated time to improve customer satisfaction and
quality.
Internally, Management school should establish
redressal cell comprises of student representative,
teachers, registrar, etc. for solving the various problem
viz. courses, syllabus, examination, result, placement,
etc. of all stakeholder (students, parents, industry, and
management). These cells should come forward to help
faculty and administration staffs too.
Law commission has suggested three-tier structure for
redressal of grievances. The process in the system
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should be transparent and prompt. All the information
should be made available in the desired format to all the
stakeholders.
4.

administrative staff, should be very empathic, polite
while providing facilities, training, placement and other
services to the students. This will definitely encourage
students to come forward with the deficiencies in the
service delivery process that will help to improve the
services to meet the demands of stakeholders. The
empathetic approach reduces the tension and help to
assure the quality and increase the satisfaction.
CRITICISM

Assurance: It is the verification of quality
requirements of ‘fitness for purpose, and fitness of
purpose’. It includes knowledge, competences, courtesy,
and credibility. It is related with the declaration and
guarantee with which the employees and the
organization can use their knowledge and accuracy to
convey trust and confidence among the customer. The
institutes should make the document for process; take
frequent feedback form its stakeholders in the
transaction. The tangible aspect, responsiveness and
reliability in syllabus modification, examination and
evaluation, quality of industry interaction, research and
consultancy services gives assurance to the employee,
organization, society , students and parents that the
management education will help in achieving required
economical and societal development to build the
nation.

Kelso (2008) Measuring service quality in higher education
institutions continues to be challenging and incommodious
endeavor. A number of scholars have questioned the
applicability of the SERVQUAL model. Cronin & Taylor
(1992) argued that service quality is derived from
perceptions of performance alone and the expectations are
irrelevant and even provide misleading information for a
model intended to evaluate perceive service quality. Still
SERVQUAL is a good model to measure the gap using
inferred model. Perceptions greater than expectations signal
satisfactory service quality and perception less that
expectation indicate unsatisfactory service quality
(Parasuraman, Berry & Zeithaml, 1985; Zeithaml et. al.,
1993). Direct disconfirmation models such as SERVPERF,
IPA and HEdPERF (especially developed model for higher
education by Firdaus Abdullah (2006), attempt to evaluate
students perceptions only, thereby providing an absolute
measure of performance which is a measure of how the
service performed on the basis of the student’s absolute
level of satisfaction or dissatisfaction with the service
received.

Two external agencies namely National Assessment and
Accreditation Council (NAAC) is responsible for
undertaking both institutional and programme
accreditation and International Organization for
Standardization (ISO) qualifies set of practices. The
management schools should get the accreditation
(NAAC grades accredited institutes as ‘A’, ‘B’, and ‘C’
while grade ‘D’ is for non-accredited institutes) and ISO
certification that can be put in place by institutions
world-wide.
5.

The SERVQUAL instrument, “despite criticisms by a variety
of authors, still seems to be the most practical model for the
measurement of service quality available in the literature”
(Brochado, Marques, 2007). Many scholars have used the
dimension of SERVQUAL instrument with the additional
dimensions related to the respective field of study and
named as adapted SERVQUAL. Soutar and McNeil (1996)
showed that the SERVQUAL dimensions together with the
additional dimensions were helpful in accounting for
difference s in student satisfaction. Ruby (1998) used an
adapted SERVQUAL to demonstrate how a market-driven
assessment model could be used to measure student
satisfaction. Slade, Harker and Harker (2000) used an
adapted SERVQUAL instrument to measure difference in
perception of student who does complete their university
course and those who do not. Thus it can be concluded that
it SERVQUAL is the foundation instrument for the
measurement of the service quality and can be used
successful with some adaptation.

Empathy: It is the ability of the service provider to
provide individual caring attention to its customers,
Access to organization’s representative communication
and understanding the customer. The ultimate aim of
the educational institute is to create high-quality human
individual with intellect that can develop nation.
It ensure supportive educational environment which
help students in inculcating skills especially
interpersonal skill. As a manager, they have to ultimately
mange most complex and dynamic resource i.e., human
being.
Teachers after parents plays very important role in
shaping the behaviors of their student through the
knowledge. Their support is indispensable. Empathetic
approach in delivery of services develops their
personality as well as shapes their skills. Teachers,
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1.

CONCLUSION
Service Quality is a ‘Slippery Concept’ that can only be
experience by the customer but describing it is altogether a
difficult task. Different people look service quality from its
own lenses. Service quality is very critical aspect that decides
the fate of any organization. India is the third largest
Education provider in the world and it is unfortunate that
we are not able to address the service quality in education
the way we should. In the cut-throat competition it is out
top most priorities to take a serious call on management
education.

2.
3.

4.
5.

Tangibilizing the tangible is important as customer is
influenced by modern and up-to-date infrastructure. The
size of campus is limiting factor in providing the sufficient
facilities with modern infrastructure. Management should try
to provide adequate infrastructure to both students and
faculty and should invest for continuous quality
improvement.

6.

7.

It is the need of hours that effective and efficient process,
procedures related to admission, examination, evaluation
and feedback should be documented to create a reliable
image of the service provider.

8.
Institution’s service quality should be supported by the third
party certification that is essential in competitive
environment. ISO certification and NAAC accreditation
promises that services would be delivered by the certain
standard which is above average.

9.

10.
Tandon, Angrish (2006), in their study remarked that though
we have a well-established educational system but given the
number of higher education institutes in India, only a few
of them IIMs have credible standing among the best in the
world. Proliferation of management institutes has resulted
into decline in quality of management education.

11.

12.
A continuous and rigorous research should be promoted to
identify the new and newer dimension of service quality in
education per se in such and dynamic globalized world. A
customer centric approach should be adopted. We (owner
and the management) should keep this in their mind that ‘we
are in education business not businessmen in education’.
Government, service provider (educational institutes),
faculty, parents, students, corporate should demand, support
and suggest in evolving improved and competent process,
procedures to improve service quality in education.

13.

14.
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Table 4 : Definition of Quality with Reference to C ontext
Quality of Product
It is evaluation based on measurable
attributes or ingredients

Quality of Services
It is evaluation based on his or her
perceptions on intangible dimensions
(out come, interaction and physical
environment.)Michael Brandy and Joseph
Cronin
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Quality in Education
Quality refers to the excellent process of
physical and intellectual development
of the learner, inculcation of values, self
and social knowledge and professional
or vocational training.
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Figure 1 : Meaning of Quality
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Figure 2 : A Conceptual Model of Service Quality
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Comparative Study of Leadership styles between Public and Private
Sector Banks: A Study on Indian Banks
* Ms. Suniti Chandiok

Abstract
Effective leadership makes an organization successful. Without leadership, organizations move too slowly, stagnate, and lose their way. Much of
the literature about organizations stresses decision-making and implies that if decision-making is timely, complete and correct, then things will go
well. Leadership is crucial in implementing decisions successfully. Leadership helps the employees to move together in the same direction and harness
their efforts jointly. This research paper is based on the Comparative Leadership Styles in Public and Private sector, also looking at whether these
leaders are people oriented or task oriented. Task-oriented leaders are more oriented towards achieving the goals and are more hands off with
regard to people where as person oriented leaders show concern for subordinates and are more warm and supportive. They are hands off with regard
to tasks. In this study we select four banks of each public and private sector to know about what kind of leadership style they possess based on
which it could be determined how close they are with people and how much importance they give to the achieve their task.
Key Words: Leadership, Effectiveness, Success, Leadership Style.

INTRODUCTION

T

raditional ideas about what made a great leader were
based on a military model. A great leader was a man
who took command, acted with courage, and did what was
necessary for the success of his organization or country.
Often he led using fear rather than persuasion. In recent
years this model has been replaced with softer ideas of what
a leader should be like. The emotionally intelligent leader
who has social charm, empathy, self-awareness and selfcontrol. Different types of leaders are their like,
transformational leader who provides people with a vision
of a better world and motivates them to transcend their selfinterest, charismatic leader who emotionally energizes
followers with an inspiring vision of the future and
convinces them that he or she is the heroic figure who can
make this vision real. This study is conducted in public and
private sector banks to compare their leadership styles and
to examine whether these leaders are task oriented or people
oriented. Leadership have theories involving traits
(Kirkpatrik and Locke 1991), situational interaction,
function, behavior, power, vision and values (Richards and
Engle,1986), charisma, and intelligence among others. The
practice and academic circles agree that leadership is really
an important subject in the field of organizational behavior.

Leadership is one with the most dynamic effects during
individual and organizational interaction. The excellent
leader not only inspires subordinate’s potential to enhance
efficiency and also meets their requirements in the process
of achieving organizational goals. Stogdill (1957) defined
leadership as the individual behavior to guide a group to
achieve the common target. In latter days, Richards and
Engle (1986) defined leadership as about establishment of
vision, value and creation of environment so that the
objective can be accomplished. After reviewing studies on
leadership theories conducted in the past, it is generally
divided into four periods trait theory, behavioral theory ,
contingency theory and contemporary leadership theory.
LITERATURE REVIEW
The effective management of an organization demands the
integration of providers who may vary enormously in scale
an influence, who may possess contrasting cultures, and who
may dominated by professionals coming from different
disciplines based upon conflicting paradigms (Bryant,2003).
There is a constant interplay between culture and leadership.
The presence of personal and emotional tensions conflicts
in the organization is one dimension of organizational
culture. How leaders react to problems, resolve crisis, reward
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and punish followers is all relevant to an organizations
culture. Leaders who are concerned about organizational
renewal will seek to foster organizational cultures that are
hospitable and conducive to creativity problem solving, risk
taking and experimentation. Their perspectives on power
tend to influence their strategies in conflict and enhance
people to work together effectively. It seems logical that the
employee relations orientation of the leader has a positive
correlation with trust and a negative correlation with
conflicts (Bass and Avolio 1994, Ekvall 1996). The role of
leader in group leadership in intergroup conflict is an
important element. The leader influences and directs
individuals and groups, and requires many qualities and skills
in order to effectively handle conflicts. A facilitative leader
has the capacity to help the antagonistic groups work
together towards their shared goals. He/she also provides
encouragement and support, releases tensions, harmonizes
misunderstanding and deals with disruptive or aggressive
behavior (O’Hearn Woodlti 1987, Fisher 2000). Tichy and
Cohen (1997) point out the scarcest resource in the world
today is the leadership talent capable of continuously
transforming organizations to win in tomorrow’s world. The
individuals and organizations that build Leadership Engines
and invest in leaders developing other leaders have a
sustainable competitive advantage.

sector bank. The stratified random sampling is used to select
the respondents from the whole population. The survey is
done by the method of questionnaire. First of all the study
of the literature was done on the comparative study of the
leadership styles between four (4) Public sector banks like
Punjab and Sind Bank, Syndicate Bank, Oriental bank of
commerce, Andhra bank and four(4)Private sector banks like
bank of Rajasthan ltd, HDFC Bank ltd, ICICI Bank ltd,
Axis bank ltd. In public sector banks and private sector bank
how leaderships are developed and after discussing with the
concern faculty a structured questionnaire was formed. We
have selected ten leaders from each bank making it a sample
of 80 leaders in total i.e. 40 from public and 40 from private
sector bank. Sampling design here censes survey has been
conducted since the population size is small i.e. 80.The data
was collected by survey method, the data source was primary
and secondary sources both.
DATA ANALYSIS
Leadership development continues to be an increasing
priority, attracting substantial investment particularly from
enlightened organizations that view it as a vital condition for
sustained success. Two recent studies by Cranfield’s ‘General
Management Development Group’ provide both private and
public sector organizations with just such an opportunity to
benchmark themselves by looking at the role and value of
senior leadership development (SLD). There is clearly
potential for cross fertilization. In the public sector, there is
now considerable pressure for greater commercialization of
services whilst the private sector is attempting to be more
responsive to a wider range of stakeholders, a capability that
has been a traditional focus for public sector organizations
like the NHS and Local Authorities. These issues are both
the remit of organization leaders so how does their
leadership development practice compare? There were
several critical issues about SLD that were consistent across
both studies. The real value of SLD is often poorly
understood at executive level few senior managers seemed to
have personal clarity about the potential role of SLD as
means of improving business performance. Managers
seldom differentiated between the relative value of short and
long term horizons and the value of internal and external
knowledge in the design of SLD.

OBJECTIVE OF THE STUDY AND RESEARCH
METHODOLOGY
Leadership makes a business organization successful.
Leadership style influences the thoughts and behaviors of
subordinates in a substantial way. In the absence of
leadership, organizations move too slowly, stagnate and lose
their way. This study comes at a time when business leaders
need to put themselves up, in order to guide, encourage and
motivate their employees. The leadership styles of the
managers depicts the motivational level of the workers to
contribute to their fully towards achievement of
organizational goals. This study has been conducted to
compare the leadership styles of public and private sector
banks.
•
•

To study the Leadership Styles of Public and Private
sector banks of India.
To compare public and private sector banks leaders are
task oriented or people oriented.

“Leaders of Public and Private sector”: Public and
private sector organizations are often subject to comparison.
The differences in culture, structure, environment and talent
management are usually highlighted. In general, the private
sector is used as a “benchmark” to evaluate the extent to
which the public sector has evolved towards what is

The present study is an descriptive research. The research is
done by the survey method by doing a survey on the leaders
of different domains and a interviews was conducted with
leaders of 4 different banks each from public and private
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commonly considered as “best practice”. A common
assumption that private sector leaders are better than public
sector leaders is fair.In order to better understand what
differentiates managers from both sectors, Hudson used its
Business Attitudes Questionnaire (BAQ) to analyze the
personality characteristics. It is clear that if differences
between senior leaders in the private and public sectors exist,
they are smaller than previously thought but that they do
have important consequences for organizations wanting to
formulate a proper strategy to acquire and develop their
future senior leaders.

change, aspire for autonomy and critically look at the
world they are living in.
IV. Rule-following and monitoring compliance
versus trust and participation: By the fact that
public sector leaders often operate in an overly
structured environment, governed by rules and
regulations, it is normal that they essentially focus on
monitoring what is going on and how things are
happening, rather than on guiding and stimulating the
teams they are responsible for. This is probably not a
major strength of leaders in the private sector,
nevertheless it appears that private sector managers get
more opportunities to grow in their career. This gives
them more chances to grow in their career and to
develop their leadership capabilities.

Private and public leaders have more that binds them
than that separates them Public sector organizations are
usually as complex as private sector organizations and it
therefore is logical to find that the global leadership profile
in private and public sector are similar to a very large extent.
Leaders from the public and private sectors are indeed
equally firm when it comes to making decisions, persuading
interlocutors and leading and motivating teams. The
observed differences are represented below:

Leadership: Is It Better to be People or Task Oriented
After observations people become satisfied at work, and
often at home as a result, when they feel they have a
purpose. The tasks we are set to do reflect our purpose. It
does not matter whether we are set the tasks directly by our
supervisor or we have been given an overall task to set up
our own sub-tasks to achieve an objective. The important
element is that we have something to achieve against which
we and others can measure ourselves. Happily, an
organization with a clear goal and well developed strategies
and tactics will have clear tasks and measures of success for
those tasks. Even better, personal sense of purpose matches
the need of the organization so an organization with a clear
goal, well communicated strategies and tactics should be a
very satisfying place to work, should it not? Once our
observation is emphasis on accommodation of people’s
needs over the tasks required to be completed disturbs the
clear line between goal, strategy, tactics, task and a sense of
purpose. It was observe that the concentration on an
employee’s individual needs and relationships has increased
in preference to task markedly. There is now a predilection
for translating looking after employees to building a
relationship with them. Not only that, the relationship is
defined by “liking” the leader, rather than respect borne
from being consistent, persistent and insistent. In a survey
by the Society for Human Resource Management in 2007,
the top five “very important” aspects of job satisfaction,
according to employees themselves, were like compensation,
benefits, job security, work/life balance, and communication
between employees and senior management. The top five
aspects of employee job satisfaction predicted by HR
professionals were relationship with immediate supervisor,
compensation, management recognition of employee job

I. But small differences can have a major impact:
Private sector leaders have a clear tendency to go for
short term results, being prepared to take calculated
risks and to be optimistic about the outcome they can
expect. In contrast, public sector leaders take way more
distance from problems they have to face, strategically
at longer term and opt for thoughtful, innovative and
risk-aversive approach of solving problems.
II. Gender differences, a common concern: In study,
we found that female leaders in the private sector tend
to abandon part of their typically female characteristics
in order to position themselves as strong leaders in the
mainly male dominated board room. This tendency
seems to be even more evident in the public service,
inviting women to even over-class their male
counterparts.
III. Age as a source for innovation and change: When
comparing both our samples from the private and
public sectors, it seems that in the private sector over
30% of the senior leaders are younger than forty(40),
while in the public sector barely 10% are young. When
comparing their business attitudes it turns out that,
younger leaders in the private sector show a very strong
leadership profile, surpassing their more experienced
colleagues on almost all traits. Young leaders in the
public sector seem to be forced to adopt a more modest
profile, although they clearly show to want to go for
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Concern for Production: The leader cares little about
people and operates in fear of something going wrong. This
person’s focus is on achieving results and productivity.
Concern for People: This leader cares little about
productivity and operates wholly from a desire to be loved
and approved of.

performance, benefits, and communication between
employees and senior management.
Leaders who try to build “relationships” by accommodating
one or more employee’s demands separate to the rest of
their team signal those relationships are more important
than getting the job at hand done. However, if leaders focus
on their goal, they can more easily be seen to be consistent
and help reduce any perception of bias. By focusing on tasks
whilst maintaining a relationship with subordinates, leaders
can maintain a position of authority and still be considered
as friendly. Leaders must be clear about the goal of their
department. They must be clear about the major tasks which
individuals need.

The grid Blake and Mouton created from two dimensions
can help you to understand our predominant style on the
scale of concern for productivity and concern for people.
The scale run 1-9 with nine meaning a high amount of
concern.

Differences in leaders’ performance can be explained by the
extent to which the leader is task- and or person-oriented
1. Task-oriented leaders
o manage/lead by instruction or goal setting
o are more hands-off with regard to people
2. Person-oriented leaders
o show concern for subordinates
o are warm and supportive
o are more hands-off with regard to tasks
The following table illustrates the benefits of focusing on
task and the person (Table 1 : Focus on Task and Person)
While it is clear that leaders who concentrate on the task and
the person is ideal, researchers prefer a task-oriented leader
who is a little less able to be warm and supportive of
subordinates rather than a leader who is very warm and
supportive but cannot set goals and manage tasks.

Figure - 1 : Blake and Mouton Leadership Grid

Positive and Negative Approaches: There is a difference
in ways leaders approach their employee. Positive leaders use
rewards, such as education, independence, etc.To motivate
employees while negative employers emphasize penalties.
While the negative approach has a place in a leader’s
repertoire of tools, it must be used carefully due to its high
cost on the human spirit. Negative leaders act domineering
and superior with people. They believe the only way to get
things done is through penalties, such as loss of job, days
off without pay, reprimanding employees in front of others,
etc. They believe their authority is increased by frightening
everyone into higher levels of productivity. Yet what always
happens when this approach is used wrongly is that morale
falls which of course leads to lower productivity.

CONCLUSION OF STUDY

Blake and Mouton Leadership Grid: Blake and Mouton
studied leadership behavior and described two extremes of
leadership concern:

Figure 2 : Leadership grid of public and private sector
bank employees.
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After analyzing the above table no-2 and figure no-2 we have
seen that the intersection point drawn on the basis of 2 axis
X- axis constitute task oriented leaders and Y – Axis
constitute people oriented leaders. After plotting the values
calculated, we found that the intersection point for the
leaders of private sector banks fall on authoritarian block
which shows that these type of leaders are highly task
oriented and low on relationship. Thus from this we have
found that in Private sector banks, leaders are more of an
autocratic style. All decision-making powers are centralized
in the leader, as with dictator leaders. They do not entertain
any suggestions or initiatives from. Authoritarian leaders
provide clear expectations for what needs to be done, when
it should be done, and how it should be done. There is also a
clear division between the leader and the followers.
Authoritarian leaders make decisions independently with
little or no input from the rest of the group. Leaders’ ratings
are very much task oriented and are hard on their workers
(autocratic). There is little or no allowance for cooperation
or collaboration. Heavily task oriented people display these
characteristics like they are very strong on schedules, they
expect people to do what they are told without question or
debate; when something goes wrong they tend to focus on
who is to blame rather than concentrate on exactly what is
wrong and how to prevent it, they are intolerant of what
they see as dissent (it may just be someone’s creativity), so it
is difficult for their subordinates to contribute or develop.
Where as we have seen from the calculations that leaders of
the public sector banks fall in the category of COUNTRY
CLUB block which shows that such kind of leaders are
more of people oriented. These leaders use predominantly
reward power to maintain discipline and to encourage the
team to accomplish its goals. Conversely, they are almost
incapable of employing the more punitive coercive and
legitimate powers. This inability results from fear that using
such powers could jeopardize relationships with the other
team members.
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Table 1 : Focus on Task and Person
Low task

High Task
•
•
•

High person

Low performance
Low turnover
Low grievance rate
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High performance
Low turnover
Low grievance rate

Low person

•
•
•

Low performance
High turnover
High grievance rate

•
•
•

High performance
High turnover
High grievance rate

Table 2 : Public and Private Banks employees response
Leader ships Questions

Private Sector Banks
Respond %age

Public Sector Banks
Respond %age

Sl/no Variables
1
Encourage my team to participate when it comes decision
making time and I try to implement their ideas and
suggestions.
2
Nothing is more important than accomplishing a goal or task.
3
Leader closely monitors the schedule to ensure a task or
project will be completed in right time.
4
Leader enjoy coaching people on new tasks and procedures.
5
The more challenging a task is, the more I enjoy it.
6
I encourage my employees to be creative about their job.
7
When seeing a complex task through to completion, I ensure
that every detail is accounted for.
8
I find it easy to carry out several complicated tasks at the
same time.
9
I enjoy reading articles, books, and journals about training,
leadership, and psychology; and then putting what I have read
into action.
10
When correcting mistakes, I do not worry about jeopardizing
relationships.
11
I manage my time very efficiently.
12
I enjoy explaining the intricacies and details of a complex task
or project to my employees.
13
Breaking large projects into small manageable tasks is second
nature to me.
14
Nothing is more important than building a great team.
15
I enjoy analyzing problems of the employees.
16
I honor other people’s boundaries
17
Counseling my employees to improve their performance or
behavior is second nature to me.
18
I enjoy reading articles, books, and trade journals about my
profession; and then implementing the new procedures
I have learned
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Singaporean Outbound Tourism to India: A Macro-economic Analysis
* Mr. Samit Chowdhury

Abstract
The bilateral relation between India and Singapore has expanded in recent years and more particularly in the realm of tourism due to certain
internal and external environmental forces. These forces are income, trade, investment, consumer price and geographical distance etc. A number of
studies attempt to test the hypothesis that there is a linkage between trade and macro economic indicators of tourist origin country with that of
tourist inflow. Most of the studies show that the variables are positively correlated and statistically significant. This paper specifies regression model
for tourist inflow to India from Singapore for the period 1991-2008. The regression model approach indicates that gross domestic product (GDP)
of Singapore is the only determinant in instigating tourist inflow to India in comparison to other bi-lateral trade and economic variables.
Keywords: Trade, Macro-economic Indicators, Trend, Regression.

INTRODUCTION

I

ndia and Singapore have over the years developed a very
strong strategic partnership based on age old historical
and cultural linkages, that covers a whole gamut of areas of
cooperation including trade, tourism, security and defence.
Launching of India’s Economic Liberalisation programme
(1990-91) and subsequently the initiation of India’s Look
East policy in 1992 received the quickest reaction from
Singapore in the form of the latter’s ‘Look West’ policy and
‘mild India fever’ programmes. Singapore has played a
central role in getting India into ASEAN (Association of South
East Asian Nation) as a dialogue partner, the membership of
the ASEAN Regional Forum (ARF), and also in initiating
Indo-ASEAN summit meetings.
Singapore has also been instrumental in getting India on
board the East Asia Summit, despite opposition from China
and Malaysia. Singapore relations received a major boost
from Singapore’s regionalization approach to trade and
investment, resulting in the formation of India’s first ever
Free Trade Agreement (FTA) with any ASEAN country.
The recent years more particularly the period since 1991
have seen gradual deepening of India’s economic and
business relations with the East Asian economies. This
deepening of ties is evident both from the trends of growth
of inter-country trade and investment patterns.

Incidentally the same period (i.e. the period following 1991)
has also witnessed phenomenal growth of the tourist flows
between India and Singapore. To a certain extent the
enhanced level of tourist inflows to India from Singapore
may be traced to such factors as India’s age-old cultural ties
and geographical proximity, and also to the observed tourist
boom (both inbound and outbound) since the 1980’s.
Nevertheless, the positive influence on tourism growth
played by such factors as the deepening of India’s trade and
investment relation with the Singapore remain undeniable.
Indeed, the deepening of the economic ties between India
and Singapore and the concomitant rise in the tourist flows
between the two blocks have of late been the focus of
growing attention of both researchers and policymakers in
this country. The increased interest in this area may be
traced as much to the growing realization of the economic
significance of the tourism sector in the context of the
national economy as to the genuine eagerness in all
concerned quarters to promote India as a popular tourist
destination among the Singaporean travellers amongst
others. The bi-lateral trade relationship between India and
Singapore has culminated in the mobility of people from
one country to another, which has resulted in the
development of tourism. The study entails the flow of
tourists from Singapore to India in the wake of such
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economic and macro economic prosperity of Singapore in
the recent years.

This immense satisfaction in the standard of living has lead
to the feeling of well-being amongst Singaporeans. By being
satisfied with their standard of living, Singaporeans enjoy a
certain level of enjoyment. Based on the 2006 survey, in
comparison to the other East Asian countries, Singaporeans
appear to be the happiest (Tambyah et al., 2009). In term of
global connection, Singapore is ranked the first in all aspects
of globalization. About 50 per cent of the Singaporeans
surveyed, stated that in the past three years they had
travelled at least three times either for business or vacation.
As far as consumers surveyed in other countries, they
claimed a percentage ranging from a mere 2 per cent to only
17 per cent. In comparison, Singaporeans are well travelled
than people from the other six East Asian countries.

OBJECTIVES OF THE STUDY
As against the above backdrop, the study is carried out with
the following objectives:
i. to examine the trend of tourist inflow to India from
Singapore during the period since 1991.
ii. to identify the factors that have a bearing on the trend
of tourist inflows from Singapore to India.
REVIEW OF LITERATURE
Travelling overseas requires individuals to spend money on
air-tickets, hotel accommodation, local transportation, and
even on entrances to tourist attraction places. In order for an
individual or a whole family to travel overseas, it would
require advanced budgeting and planning. Travelling
overseas used to be a luxury spending that only wealthy
people could afford. However, due to recent economic
factors, travelling has become quite affordable for more
families. In Singapore, as the standard of living has risen,
individuals can now afford to travel overseas for leisure.
Traveling overseas has now become a very popular hobby
amongst the Singaporeans.

In another survey conducted by Statistic of Singapore General Household Survey (GHS) in 2005 showed that
Singapore residents with higher-income had the tendency to
travel overseas; 75 per cent of the survey residents travelled
overseas earned a monthly income of $10,000 and over, and
32 per cent of the survey residents traveled overseas with
below $2,000 monthly income. “As monthly household
income from work increased, there was an increasing
proportion of residents who had their holiday in more
distant destination such as Europe, Australia, Japan and
South Korea” (GHS, 2005, p. 20). The majority (60.2 per
cent) Singaporean residents traveled for holiday purpose,
while 19.5 per cent travelled overseas to visit relatives and
friends, and 15.9 per cent traveled due to work. Among the
residents who travelled overseas, the majority of residents
were older residents aged 55 years and above and younger
residents aged 15-24 years. 50 per cent of Singapore
residents travelled on at least one overseas trip. It was also
noted that the proportion of residents who traveled overseas
declined with increasing age (GHS, 2005, p. 13).

The outbound statistic had increased manifold; it showed
that the outbound tourism is growing in the recent years (c.f
Table: 2). The growth in the use of technology such as the
Internet and e-commerce has made some impact on travel
agencies. However, researchers like Liao and Cheung (2000)
have argued that Internet has made a limited impact on
Singaporeans’ way of life and that virtual retailing has yet to
establish a prominent market in Singapore. There may be
other significant factors that are causing consumers to turn
away from local travel agents.

Singapore is a developed capitalist country with advanced
economic infrastructures and customer-base (Nam, Klemz,
Boshoff, & Mazibuko). Rogers (1947) explained that in the
phenomenological study, an individual’s personality is shaped
by interpretations of life events. In Rotter (1966) concept of
“Locus of Control”, it refers to people’ cross-situational
belief – what determines whether what is to be reinforced
into their life. In his concept of “Locus of Control (LOC)”,
people were classified by either internal or external.
Individual with external LOC would feel that they lack
control of what happens to them and they would look for
external controls in environment that are matching with
their feelings (Kongsompong, 2006). LOC researchers also
found that social influence is another powerful which may
affect tourism. LOC and social influence complement each

Compared to other Asian countries, Singapore is an
extremely small-sized country but her residents live with an
advanced and well-organized infrastructures. In a Quality of
Living survey conducted by Asia Barometer in 2006
(Tambyah, Tan, & Kau, 2009), it was reported that more
than two-thirds (72.2 per cent) of Singaporeans surveyed
described their standard of living as “average”; while the
others surveyed described it as “high” (6.8 per cent) or
“relatively higher” (15.8 per cent) standard of living. In
comparison to the other Asian countries (China, Hong
Kong, Japan, South Korea, Taiwan, and Vietnam) that
participated in this 2006 survey, this is the highest
percentage reported for the year.
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other, Lefcourt (1982) found that internal would resist to
social influence but external would yield to social cues.

determining tourism flow, especially for less developed
countries.

Demand for travel and tourism has grown faster than the
demand for most areas of economic activity. Usyal .et al.
(1994) described the increase in international tourist flows
since the end of World war II as quite dramatic. An
important contribution towards the future outlook of
tourism sector in India and ASEAN has been made by Sen,
Asher and Rajan, (2004).Alongside, researchers have also
focused on different aspects of the growing ties between
ndia and her East Asian neighbours. Gaur (2004) has studied
the Current status and future prospects of Indo-ASEAN
economic relations.The deepening of ties between India and
the East Asian countries in areas like trade, investment,
tourism, science and technology have also been dealt with
extensively by a number of researchers. (Asher 2003, Gaur
2003, Kumar 2000, Bhattacharjee and Arif 2002).
International trade researchers such as Gray (1982),
Kulendran and Wilson (2000), Eliat and Einav (2003), and
Pender (2005) typically explained tourism demand by
income in tourist generating countries, price of tourist
services, transport costs and promotional expenditures.
International trade is the most important player in
economics. Little mention is made of tourism. Tourism is a
significant source of export revenues for any country. It is
important that policymakers and economists understand the
factors affecting foreign tourism demand. In other ‘words,
this export commodity allows us to understand international
economics. Poor quality of data has been a persistent
problem in tourism studies. The majority of studies focus
on travel flows among developed countries. Bilateral trade
has a positive impact on tourism demand. Recent literature,
including Pender (2005), Mervan and Payne (2007), and Vogt
(2008), considers that tourism demand is a dynamic
phenomenon. Many researchers have attempted to find
answers to the question, “Why are some destinations more
attractive to tourists than others?” Empirical models of
tourism demand often make use of consumer theory (e.g.,
Varian 1992), which holds that optimal consumption is
influenced by the consumer’s income, the price of goods,
the prices of substitute and complementary goods, and
other demand-influenced factors. Sinclair (1998) specified
tourism demand as a function of income per capita, GDP,
population and the urban population in an originating
country, relative prices in destination and origination
countries, exchange rates, transportation cost between points
of origination and destination, and dummy variables for
one-off events. Other variables, such as common borders,
common languages, and distance, are also important in

Economic Indicators as Predictors of Tourism
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Economic indicators have been widely employed in the
economic literature for the purpose of forecasting business
activities. The usefulness of leading indicators is that they
enable researchers to determine and predict turning points
in the cyclical movements of an activity of interest (Jones
and Chu Te, 1995). In the tourism demand literature, it is
well acknowledged that Per-capita income and Gross
Domestic Product are some of the leading demand
determinants in tourism demand analysis. According to
literature reviewed by Lim (2006), out of 124 published
papers, income variables were employed in 105 empirical
papers. In addition, Cho (2001) and Turner er al. (1997)
employed macro-economic variables, such as money supply,
gross domestic products, imports and exports to examine
tourist arrivals.
Rossello Nadal (2003) examined monthly tourist growth in
Balearic Islands using the number of constructions,
industrial production, foreign trade and exchange rates.
Swarbrooke and Homer (2001) argued that the level of
economic development and state of the economy can
influence the demand for business travel and tourism.
Accordingly, a high level of economic development and a
strong economy increase demand and vice-versa. Similarly,
Njegovan (2005) asserted that business expectations can be
one of the leading indicators that influence the demand for
business air travel. The underlying reason is that firms are
most likely to authorise travel for conference and business
purposes when they feel more confident about the business
environment. According to Prideaux (2003) the structural
weakness in the national economy are not only the factor
that affects the tourism flow. Gross domestic product
(GDP), market competitiveness, and population size of a
region have significant roles, too. Some other factors that
might control tourist movements are globalisation, exchange
rate fluctuations, changes in visa regulation, manmade and
natural disasters etc. The growth of income per capita in a
country can encourage more local residents to travel
overseas, causing domestic tourism to compete with foreign
tourism. For example, in China, the Chinese government
introduced a new policy that promotes outbound tourism
with the continuous growth in disposable income, more
wealthy Chinese residents can now easily switch from
domestic holidays to overseas travel Huimin and Dake
(2004). Athanaspoulos and Hyndman (2008) found that the
number of visitors nights by domestic holiday makers in
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Australia declined significantly, which could relate to
Australians choosing overseas travel rather than domestic
holidays. Kulendran and Wilson (2000) asserted that
countries with more open markets provide opportunities for
international trade as well as an exception of increasing
business tourism demand. Moreover, tourism researchers
believe that trade volume or openness to trade between
countries of origin and destination has a certain degree of
influence on tourism demand, particularly for business
travel. Thus, the review of available literature enabled us to
accentuate the following variables, viz: Export (of
commodities) from India to Singapore, Import (of commodities)
by India from Singapore, Gross Domestic Product (GDP)
of Singapore, Urban Population of Singapore and Per-capita
Income of Singapore (as independent variable) which had a
bearing on tourist inflow to India from Singapore. (as dependent
variable)

between the actual year of occurrence of a phenomenon
and the year of publication of official data. Therefore the
terminal year for the purpose of analysis are constrained by
the latest data availability.
The data for this study are gathered from India Tourism
Statistics, Centre for Monitoring Indian Economy (CMIE):
Business Beacon and various newsletters of Secretariat of
Industrial Assistance (SIA), World Travel and Tourism
Council (WTTC), and various issues of Statistical Year-Book
of Singapore. Accomplishment of the objectives of the
study called for gathering data on the following.
•

Detailed data pertaining to the inflow of tourists from
Singapore to India.

•

Data pertaining to bi-lateral trade (export and import)
between India and Singapore.

•

Data pertaining to the macro-economic variables of
Singapore.

The collected data have been tabulated, processed, and
analysed to draw inferences relevant to the objectives of
enquiry. The trend of tourist inflow will be studied through
time series trend analysis. For establishing causal linkages
between tourists inflow to India from Singapore with that of
economic engagements and macro-economic indicators of
Singapore such measures as co-efficient of correlation and
multiple regression will be applied.
HYPOTHESES

DATA ANALYSIS

In light of the above discussion, we propose the following
hypotheses for empirical examination:
H1: Trade (export and import) relations between India and
Singapore positively impacts the tourist inflow from
Singapore to India.
H2: Growth in macro-economic indicators of Singapore
positively impacts the tourist inflow from Singapore to
India.

The data collected for the study are analyzed using SPSS-17
version. The summary data for major macro-economic
indicators, tourist inflow, bilateral trade between India and
Singapore are given in Table 1.
Table 2 presents the figures for Singapore outbound tourists
overall vis-à-vis inbound Singaporean tourists to India
during the study period (1991 to 2008).

METHODOLOGY

The trend in tourist inflow from Singapore to India during
the same period is depicted in Graph 1. As the graph shows,
there is a gradual increase in the demand for tourism to
India, except for a dip in the aftermath of 9/11. The trend
of tourist inflow to India from Singapore is exponential in
nature and is growing by a factor of 5.2 per cent over the
year. Based on this trend and the coefficient of
determination (R2), it may be concluded that the general
trend of increase is very likely to continue.

Geographically, the study covers India and Singapore. The
study covers a period of 18 years, i.e from 1991 to 2008.
The choice of the initial year was made keeping in view the
launching of India’s economic liberalisation programme.
The cut-off year for the study has been decided keeping in
view the data-availability factor. Approximately, this is the
period covered by the Eighth, Ninth, and Tenth Five Year
Plan in India. It also coincides one and half decades of
economic liberalisation in India. There is generally a time lag

Next, we calculated the Pearson coefficients of correlation
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between tourist inflow from Singapore to India, export and
import and other macro economic indicators. The results are
given in Table 3.

A to B scarce. One probable reason could be that bi-lateral
trade relation of a country in another country makes the
citizens of the former country to take partial ownership in the
affairs of the latter one. And, this is an especially an important
factor given the highly ethnocentric orientation of the
Singaporean society (Sullivan and Schatz, 2009). A history of
healthy bilateral economic relations might increase the
confidence and trust among the member country citizens.
While such conditions alone would not generate tourism
demand, these can act somewhat as ‘hygiene factors’: factors
that are essential to maintain a healthy level of tourism flow.
The variable Gross Domestic Product of Singapore (GDP)
has got only statistically significant with tourist inflow to India
from Singapore. This implies that the preference for India is
significantly impacted by the wealth of Singapore as
determined by its GDP. Generally, India is a relatively
inexpensive destination, not so far away from Singapore. This
also explains why urban population did not emerge as a
significant predictor. Also, at times, economic logic may be
surpassed due to the presence of cultural-religious motivators
as some of the key antecedents of most of Singaporean visits
to India. Another interesting observation is that per-capita
income of Singapore which did not predict the tourist
movement to India.

It may be observed that most of these correlations are
significant at P<0.05: 0.95 (export), 0.88 (import), 0.78
(urban population), 0.93 (GDP), 0.89 ( per-capita income).
Observation:
Trend equation:
y = 1E-41e0.0525x
X represents time
Y represents inflow of tourists to India from Singapore.
R Square = 0.7423 gives an indication of good fit as 74 per
cent of variation in Y is explained by time using this
equation.
The Fitted trend:
Y= 1E-41e0.0525 x
Where b= 0.0525, indicates that the rate of inflow of
visitors from Singapore to India during 1991 to 2008 is by a
factor of 0.52 in a year.
The regression analysis carried out to determine the
predictive fitness of the above model yielded a composite
adjusted R2 of 0.88, which is a respectable result (Tabachnick
and Fidell, 1996). The model summary is given in Table 4
and the coefficients are given in Table 5.

Oftentimes, culture-oriented differentiation strategies are
proposed as a solution to increase visitation numbers and
visitor satisfaction. Yet, marketing strategists are very likely to
turn myopic in their tendency to reduce culture to religion and
traditional values is rampant (O’Hanlon and Washbrook,
1992). Targeting Singaporean tourists based on such simple
generalizable assumptions is problematic, notes Pizam and
Sussmann (1995). In their study, these authors reveal that
French, Italian, and American tourists a lot of commonalities
where as Singaporeans are very unique. The value system of
Singaporeans is a complex whole made up of belongingness,
family influence, empathy, dependency, hierarchical
knowledge, commemoration, etc (Ahmed and Krohn, 1992).
For so long, Indian tourism authorities have seen the cultural
make up of the Singaporean in a very limited way: i.e, every
tourist from Singapore who visits India is for business or
Buddhist pilgrimage. This premise and the marketing strategy
based it works like a self-fulfilling prophesy: concentrate
efforts to promote Buddhist circuits among the Singaporeans
which makes more and more tourists to visit only the Buddhist
circuits which in turn make the policy makers reaffirm their
belief in the original preconceived notion. Thus, this study has
got significant implications for the community of policy
makers.

It may be observed from the coefficients table that only one
independent variable in the list, namely, the Gross Domestic
Product of Singapore significantly predict tourist inflow
from Singapore to India (p<0.05). In other words, the
proposed hypotheses are only partially supported to the
extent of just one variable. Thereby, rejecting the other
variables such as exports from the destination country to the
source country, imports to the destination country, percapita income of the source country and the urban
population of the source country which do not predict
tourism flows from Singapore to India.
CONCLUSION
The paper highlighted the relationship between the increase in
a certain aspect of economic indicators and the increase in
tourist inflow to India from Singapore. More research is
required to answer why this happens. Many studies have
examined how trade promotes tourism in general (Endo, 2006;
Tang, Selvanathan, and Selvanathan, 2007). But, research on
how trade from country A in country B increases tourism from
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Table 1 : Summary data used for the study
Year

Total FTA Tourist
Per cent
GDP of Per-Capita
in India* inflow From
to India
Singapore*** Income of
Singapore
(in Rs crs)

1991
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

1677508
1677508
1867651
1764830
1886433
2123683
2287860
2374094
2358629
2481928
2649378
2537282
2384364
2726214
3457477
3918610
4447167
5081504
5366966

28363
28363
35039
40223
44157
48632
47136
52004
54328
53310
46612
42824
44306
48368
60710
68666
82574
92908
100351

1.69
1.69
1.88
2.28
2.34
2.29
2.06
2.19
2.30
2.15
1.76
1.69
1.86
1.77
1.76
1.75
1.86
1.83
1.87

391.11
391.11
553.6
751.17
770.57
902.86
978.21
780.55
517.32
669.78
862.41
975.18
1424.33
2126.13
3999.17
5424.60
6064.19
7371.33
8222.32

Export from
India**

Import from Population of
India**

(in Rs crs)

481.98
481.98
307.65
306.60
412.95
698.21
846.58
820.78
972.15
973.48
1110.97
1435.69
1307.94
1437.59
2086.65
2650.44
3353.35
5485.86
8121.81

3136000
3136000
3232000
3315000
3421000
3526000
3670000
3794000
3923000
3952000
4017700
4131200
4171300
4185200
4240300
4341800
4393208
4553009
4752881

S i n g a p o r e * * *
(In Rs)

Singapore
*** (in Rs)

43164600
43164600
49715560
58158490
70678700
84290610
92552420
95866650
82399430
82610700
92716860
85484100
88069060
92349640
107401100
116693400
132158500
142264489
145632119

13100.96
13100.96
13828.96
15410.50
17011.89
18214.20
19219.25
20475.68
19740.72
21306.73
23563.23
22931.92
24043.27
25168.15
27715.02
29662.59
32995.64
34552.59
36226.67

Table 2 : Singaporean tourists to India as a fraction of total Singaporean outbound tourism.
Year

Total Outbound Tourists from
Singapore (to all Countries)

Outbound Tourists from
Singapore coming to India

Share (%) of India in Singapore’s
outbound tourist market

1995
1996
1997
1998
1999
2000
2001
2002
2003

2867000
3305000
3671000
3745000
3971000
4444000
4363000
4399000
4221000

48632
47136
52004
54328
53310
46612
42824
44306
48368

1.70
1.43
1.42
1.45
1.34
1.05
0.98
1.01
1.15
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2004
2005

5165000
5928000

60710
68666
Overall (Total of eleven years)

1.18
1.16
1.23

Table 3 : Correlations between tourist inflow and other variables.
Export to India
from Singapore
Tourist Inflow Pearson
.954
From Singapore Correlation
Sig. (2-tailed) .000
N
17

Import by India
from Singapore

GDP of
Singapore

Per Capita Income
of Singapore

Urban Population
of Singapore

0.88

.934(**)

.898(**)

.788(**)

.000
17

.000
17

.000
17

.000
17

Graph 1 : Trend of tourist inflow from Singapore to India
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E-Banking as an innovative tool for measuring Customer Satisfaction in Indian Banks
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Abstract
Traditionally, banks had a close relationship with their customers. They often knew them as individuals, and satisfied their needs through personal
customized services. Recently, the development of electronic banking or e-banking has influenced the increasing competition within the banking
industry. E-banking customers are nowadays just “a click away” from the competition. In addition, a few years ago, traditional banks started to
face new competition with the development of e-banking services. With the popularity of PCs, easy access to Internet and World Wide Web, banks
increasingly use Internet as a channel for receiving instructions and delivering their products and services to satisfy their customers. This form of
banking is generally referred to as Internet Banking, although the range of products and services offered by different banks vary widely both in
their content and sophistication .In such banks, there are less personal relationships, with no face-to-face contact. There is a trend among banks
towards a focus on the new electronic relationship. It is necessary for banks offering online services to confront a different kind of loyalty (e-loyalty),
the loyalty being derived from the relationship an electronic customer has with electronic commerce, as a great deal of customers will do their banking
mainly if not completely on the internet. To reach these electronic customers and to satisfy them will impose a major challenge. The purpose of this
paper is to examine how banks offering e-banking services achieve customer satisfaction and the ranking of most commonly used e-banking
services customers is also done. Exploratory research is design is used and I have applied non probability sampling technique for collection of data
in west Delhi. It may be concluded that the customer satisfaction and evaluation of the electronic services is influenced by the attribution of success
and failure in inter personal service situations.
Key Words: Customer Satisfaction, E-banking, Transactional Baking, E-loyalty, Tele-Banking

INTRODUCTION

I

nnovation in the banking sector has gone a long way.
Banking sector in India has also been adapting to new
technology and international standards. Technology has
been one of the most important factors for the
development of the finance sector in India and the
aggressive infusion of information technology has brought
in a paradigm shift in banking operations. For the banks,
technology has emerged as a strategic resource for achieving
higher efficiency, control of operations, productivity and
profitability. For customers, it is the realization of their
‘anywhere, anytime, anyway’ banking dream. This has
prompted the banks to embrace technology to meet the
increasing customer expectation and face the tough
competition. There is a trend among banks towards a focus
on the new electronic relationship. Given the fact that banks
invest billions in the internet infrastructure (Deutsche Bank
invests approximately half a billion US$ per year), customer
satisfaction and customer retention are increasingly
developing into key success factors in e-banking. Most

importantly, profitable e-banking requires a strong focus not
only on the acquisition of new customers but also on the
retention of existing customers, since the acquisition costs in
online banking exceed that of traditional off line business by
20-40 per cent (Reibstein, 2002; Reichheld and Schefter,
2000). Consequently, establishing long-term customer
relationships is a prerequisite for generating positive
customer value on the internet.
Internet banking involves consumers using the Internet to
access their bank account and to undertake banking
transactions. At the basic level, Internet banking can mean
the setting up of a Web page by a bank to give information
about its product and services. At an advance level, it
involves provision of facilities such as accessing accounts,
funds transfer, and buying financial products or services
online. This is called as ‘transactional’ online banking
(Sathye, 1999).
Most of the banks providing Internet banking products and
services offer, to a large extent, an identical and standard
package of banking services and transactional capabilities. In

* Assistant Professor, HMR Institute of Technology& Management, Delhi
** Consultant & Botanist

general, Internet banking products are offered in a twotiered structure. A basic tier of Internet banking products
includes customer account inquiry, funds transfer and
electronic bill payment. A second or premium tier includes
basic services plus one or more additional services.

1988, banking via a mobile phone in 1992, Internet banking
in 1996 and banking using a WAP phone in 1999. As a result
only 10 to 15 per cent of all banking transactions in Finland
are now done over-the-counter. All of these services are
integrated, for instance users of the Okobank can access
WAP services using the same codes that they currently use
for GSM services, the Internet, telephone banking and the
automatic telephone service.

Basic: (i) Account inquiry (ii) Funds transfer (iii) Electronic
bill presentment and payment. Premium: (i) Brokerage (ii)
Cash management (iii) Credit applications (iv) Credit and
debit cards (v) Customer correspondence (vi) Demat
holdings (vii) Financial advice (viii) Foreign exchange trading
(ix) Insurance (x) Online trading (xi) Opening accounts (xii)
Requests and intimations (xiii) Tax services (xiv) E-shopping
(xv) Standing instructions (xvi) Investments (xvii) Asset
management services etc.

The financial reforms that were initiated in the early 90s and
the globalization and liberalization measures brought in a
completely new operating environment to the banks.
Services and products like ‘Anywhere Banking’, ‘TeleBanking’, ‘Internet Banking’, ‘Web Banking’, ‘E-Banking’
etc. have become the buzzwords of the day and the banks
are trying to cope with the competition by offering
innovative and attractively packaged technology based
services to their customers.

The emergence of private banks and expansion by the
foreign banks, the changing business model of the
nationalized banks compounded by financial reforms and
burgeoning of middle class, has, over the last ten years,
completely transformed the ways banks in India operate.
The government-owned commercial banks have a market
share of around 75% (down from the earlier 95%), the
private sector banks about 20% and the foreign banks about
5% (Kannabiran and Narayan, 2005). NPSBs perceived that
future competition among banks would be essentially based
on the technology and developed state-of-the-art technology
infrastructure, comparable with that of banks in developed
countries.

The Government of India enacted the Information
Technology Act, 2000, generally known as IT Act, 2000,
with effect from the 17th October 2000 to provide legal
recognition to electronic transactions and other means of
Electronic Commerce. Reserve bank of India had set up a
‘Working Group on Internet Banking’ to examine different
aspects of Internet banking (I-banking). The Group had
focused on three major areas of I-banking i.e., (i) technology
and security issues, (ii) legal issues and (iii) regulatory and
supervisory issues. RBI had accepted the recommendations
of the Working Group and accordingly issued guidelines on
Internet banking in India for implementation by banks. The
Working Group has also issued a report on Internet banking
covering different aspects of I-banking.

While the entire banking industry is moving fast to improve
the IT infrastructure and to implement core-banking
solution to integrate the entire banking operations, it is very
much important to study in the Indian context how
computerisation has influenced the banking habits and
preferences of Indian customers and banks are making their
customers loyal and satisfied by providing them better
innovative services. As IT services have come into the
Indian banking only in the last ten years, not many research
works are documented in Indian context especially on
customer loyalty and customer satisfaction in e-banking
sector.

Private and foreign banks have been the early adopters of ebanking while the Public sector banks are also beginning to
hold on to the competition. ICICI Bank and HDFC Bank
have taken a lead in introducing e-banking in India. ICICI
Bank is the first one to have introduced Internet banking for
a limited range of services such as access to account
information; correspondence for the first time in 1996 and
then funds transfer between its branches (Rajneesh and
Padmanabhan, 2002). ICICI is also getting into e-trading,
thus offering a broader range of integrated services to the
customer. Other banks also followed the suit. However,
1996-98 was the period of Internet banking adoption while
the Internet banking usage gained importance only in 1999.
After ICICI, Citibank, IndusInd Bank and HDFC Bank
were the early ones to adopt the technology in 1999.

EVOLUTION OF INTERNET BANKING IN
INDIA
E-banking has its origin in Finland in the world. Finland’s
three biggest banking groups, Merita, Leonia and Okobank,
are global pioneers in the development of electronic
banking services. Finland was the first country in the world
to offer telephone banking in 1982, on-line share trading in
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with the opinion that there is an e-banking revolution in the
USA. The study estimated that the relative advantage,
compatibility, complexity, trial ability, and observables
associated with the four technologies studied are important
in their adoption by consumers. However, those individuals
who have higher incomes have higher probabilities of
currently using or intending to use these products. If relative
income matters in adoption, then lower income households
will continue to be left out. For India, which has substantial
rural, poor and illiterate population, this is a significant
observation to be taken note of. The study also concluded
that current and expected future users were younger (with
the exception of electronic bill payment) and of higher
economic status. Gender differences existed for phone
banking, electronic funds transfer and PC banking. Men
were more likely to have been loyal towards PC banking as
compared to women. More women have already adopted
phone banking and some men indicated an intention to
adopt it.

When technology opened several channels of delivery like
Internet banking, telephone banking, ATM, mobile banking,
etc., different views were expressed about future
acceptability of technology-based services. One view was
that ‘brick and mortar’ would be substituted by ‘click of the
mouse’. NPSBs with a fewer number of branches and staff
strength focused on creating IT-based delivery channels to
compete with thousands of branches of PSBs located in
every street corner. The argument against technology was
that it caused ‘depersonalisation’ or increases the gap
between the customers and the bank. A trend of
depersonalisation is emerging in the banking industry, and as
such, its impact on the way in which banking business will
be conducted in future bears a heavy question mark.
Moreover, it will become more difficult for customers to
differentiate the services offered by one bank from another,
as any technological advantage gained will be short-lived.
(Moutinho and Curry, 1994).

US customers have clearly indicated that they are not singlechannel users. The retail branch, however, is the main and
preferred channel of most customers. In this environment,
the low levels of investment and attention directed to the
retail branch over the past few years has created a disconnect
between customer expectations and bank services and
capabilities. To bridge this gap, it will require a fundamental
change in the predominant technology infrastructure that is
in place today (Kim, 2001).

In contrast, short-term customers might not have any
expectations of value-added relationships from the firm, so
nothing stops them from buying. The finding in a case study
at AT&T revealed that no differences regarding spending
were spotted between long-term and short-term customers
(Reinhartz and Kumar, 2000).
Mookerji (1998), Pegu (2000), Gupta (1999) and Dasgupta
(2002) found that Internet banking is fast becoming popular
in India. Almost all the banks operating in India are having
their websites but only a few banks provide transactional
Internet banking.

Hasan (2002) found that online home banking has emerged
as a significant strategy for banks to attract customers.
Almost 75 percent of the Italian banks have adopted some
form of Internet banking during the period 1993-2000. It
also found that the higher likelihood of adopting active
Internet banking activities is by larger banks, banks with
higher involvement in off-balance sheet activities, past
performance and higher branching network.

Suganthi et al. (2001) conducted the review of Malaysian
banking sites and revealed that all domestic banks were
having a web presence. Only 4 of the ten major banks were
with transactional sites. The remaining sites were at
informational level. There are various psychological and
behavioral issues as trust, security of Internet transactions,
reluctance to change and preference for human interface,
which appear to impede the growth of Internet banking.

Lustsik (2003) based on the survey of experts of e-banking
in Estonian banks found that Estonia has achieved
significant success in implementation of e-banking and also
gaining customer satisfaction and is on the top of the list in
emerging countries. All the major banks are developing ebusiness as one of the core strategies for future
development.

Kolodinsky et al. (2000) and Kolodinsky and Hogarth (2001)
studied the adoption of new innovations and services like
electronic transfer of funds, electronic bill payment, phone
banking, and PC banking, to identify the characteristics of
these innovations that are most related to consumer
adoption, or rejection of e-banking technologies. The study
looked beyond current users and included consumers’
intentions to adopt in the future. Researchers concurred
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The study by Chau and Lai (2003) concluded that ‘perceived
ease of use’ might be the single most significant determinant
of users’ acceptance of internet banking perceived
usefulness and accessibility followed perceived ease of use.
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Other factors such as task familiarity, personalisation and
alliance services also exhibited positive influences on attitude
through significant influence on perceived usefulness.

relationships with customers in e-banking. To encourage ebanking adoption, banks need to develop strategies that
improve the customer’s trust in the underlying technology.
The other factors include quick response, assurance, followup and empathy. Security, correct and privacy are other
important factors in the online service that affect the
customer satisfaction.

Christolov and Marianne (2004) suggested that consumer
satisfaction and use of e-banking technologies are related to
the characteristics of both individual customers and the
specific technology. In USA, nearly two-thirds of all
employees are getting their salaries directly into their
accounts. ATMs were introduced in USA in late 1960s, and
902 million ATM transactions were reported per month in
2003, and nearly two-thirds of ATMs in USA are located
away from branches (offsite ATMs).

The study by Soma and A.Sarkar (2008) has revealed that in
order to increase commitment it is important for customer
relationship managers to make their technology-based
remote service a ‘satisfying’ brand toward which customers
have an overall favourable disposition. Creating and
maintaining customer satisfaction through its antecedents
would be an appropriate strategy. Managers should also take
care about the customers technology-based remote services
encounter, from the first exposure to technology through
purchase to delivery and beyond, as the case may be, because
customer’s remote self-service experience can influence
customer satisfaction, which in turn would influence
customer commitment and loyalty.

Customer relationship management (CRM) applications are
found to result in improvements in customer knowledge and
customer satisfaction (Mithas, Krishnan & Fornell, 2005).
When Scandinavia’s largest business publisher, Dagbladet
Borsen, implemented its 4-year CRM strategy, its circulation
increased 40 percent, advertising revenue increased 50
percent, and its overall revenue more than doubled
(Lindgreen, 2004).

RESEARCH METHODOLOGY

Bhat (2005), using SERVQUAL scale, studied the service
quality of Indian banks and service quality variation across
demographic variables. The study was conducted in four
north Indian states of Jammu & Kashmir, Punjab, Haryana
and Delhi restricted to five banks such as State Bank of
India (SBI), Punjab National Bank (PNB), Jammu &
Kashmir Bank (J&K Bank), CITI Bank (CB) and Standard
Chartered Grindlays Bank (SCGB). The results suggest that
foreign banks are relatively close to the expectations of their
customers in comparison with Indian banks. The study
confirmed that poor service quality among Indian banks is
mostly owing to deficiency in tangibility and responsiveness.
The analysis of service quality across income variable shows
that service quality of Indian banks as perceived by their
respective customers varies with their level of income,
though not proportionately, viz a viz less variations across
income segments as perceived by clients of foreign banks.

Objectives of the Study
1) To study the e-services offered by banks and most
common e-services utilized by the customers.
2) To study the factors affecting customer satisfaction in
relation to the usage of e-banking services in India.
Research Design and sampling Design
Exploratory as well as descriptive research designs have been
chosen. The questionnaire is prepared after detailed
discussions with banks managers looking after the internet
banking usage of customers and handling customers’
complaints in this regard. Important inputs have been taken
from academicians working in similar areas.
Sampling Design
Sample size
160
Sample unit
The study is conducted in West Delhi
Sample technique Non Probability Sampling, under this
convenience sampling is used.

Reicheld (cited in Brige, 2006) presented research that
showed that satisfied customers also leave their suppliers
and a lot of dis-satisfied customers never say something
about their dissatisfaction, they just leave the company. The
research also showed it is much more costly to find new
customers than to keep old customers and totally satisfied
customers possibly re-purchases six times more than just
satisfied customers.

For the purpose of conducting this study, both primary and
secondary data are used.

The study by Khalil and Pearson (2007) has found that trust
significantly affects attitude towards maintaining long term

For Primary data, a well-structured questionnaire has been
designed so as to take responses from customers who are

Sources of Data Collection
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using e-banking services and also from prospective
customers of e- banking & from those who hesitate to use
e-banking services.

computer and internet connection, thus the more the
tendency to use Internet banking.
As far as age group is concerned, there is no significant
difference between the two groups of users. Moreover, there
is no significant difference between the education level of
the respondents and their preference for either conventional
(non-Internet banking users) and Internet banking users.
However, the mean monthly income is seen to be
significant. (Table 2: Factors affecting Customer satisfaction
due to usage of Internet banking)

Questionnaire design: Structured (5 point Likert Scale)
Secondary data is also used which includes data from
journals, magazines etc.
FINDINGS BASED ON DATA ANALYSIS AND
CONCLUSION

To identify the factors affecting the customer satisfaction in
banking industry due to technological advancements in our
country, factor analysis has been performed to determine
whether the data can be condensed or summarized into
smaller sets of factors. We have used seven factors and are
of equal relevance to the study. Table 3 illustrates the
condensed factors named in line with their factor loadings. It
concludes that the most significant factor is ease of use. The
other factors that are of influence are namely: reluctance to
change, trust and relationship with banker, cost of
computers, Internet accessibility, convenience of use, and
security concern.

Data analysis has been divided into 2 groups. First one deals
with the ranking of the services most commonly used by the
customers and services and second deals with the factors
affecting customer satisfaction with the usage of the ebanking services provided by the banks. Different banks are
a large number of e-banking services; some banks are
providing more number of services as comparatively to
other banks. Customers of all the banks are considered and
not in particular any single bank is being chosen. Customers
are choosing banks as per their service demands and as per
the relations with the banks.
E-banking Services commonly used in India

Overall the seven factors account for 83% of the total
variance.

Descriptive statistics and bar charts were constructed as a
preliminary analysis to determine which of the e-banking
services users make use of more often. It could be
interpreted that the mostly used services are railway
reservation, checking online transactions, telephone bill
payment, and transfer to credit card account, recharge
mobile phones. Rankings have been given to the services
used by customers. (Table 1: Ranking of e-services offered
and Utilized by Customers)

Customers are very much satisfied with the e-banking
services as far as the ease of use of these services. Web page
is user friendly and quite easy to use. Customer satisfaction
is mediated by trust to build customer retention in the
context of Internet banking. Relationship with the banker
and trust element is very important in case of internet
banking services. Customers are very satisfied with banks
providing e-banking services where they have built long
term relationships with the banks and they have maintained
same account in the bank what their ancestors were using. If
the customers are good speed of internet connection so
they are very much satisfied with the e-services because of
convenience and cost. But as far as the security concerns are
there, people are not much satisfied because of phishing and
other internet hacking tools are available in the market.
Interestingly, 55% of the respondents who have an internet
package are internet banking users as well. As such it has
been observed that people working in the Internet
banking/finance sector are more prone to use the service
(68%), followed by those in the IT industry (56%) and other
professional fields. Thus being in the sector itself bank
customers are more aware, less reluctant and more
accustomed to the service, thus favoring its use. Another

Factors Affecting Customer satisfaction in India
List of factors affecting customers’ satisfaction is being
prepared. Firstly, customers’ demographics are being
studied. To examine whether the demographic variables of
the respondent affect the usage of internet banking, the
demographic variables of the internet banking users are also
compared to the non internet banking users. The rationale
for such a belief is that: The younger the generation, the
more they are used to the new technological advancements
as compared to the older generation, thereby they are more
likely to use Internet banking. The higher the education level
achieved, the greater the probability of the customer to use
Internet banking; The higher the income ladder, that is the
more affluent people are more likely to possess a personal
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important element is the fact that 57% of respondent having
an education level in the category ‘post graduate’ uses the
service, as compared to 33% in the category of
‘undergraduate’. Lastly people in the income group of Rs 30
000 to 49 000 are the one making mostly usage of internet
banking (48%) and they are highly satisfied while 34% of
those in the income range Rs 20,000-29,000 and 33% in the
range of 10 000- 19000 use the service. It would thus appear
that higher income earners are more sensible in using of
internet banking as income may also be a sign of high
profile jobs thus time constraint. Long-term customers
expect value-added relationships in order to purchase more,
otherwise, they spend less.

4.

5.

6.

CONCLUSION
7.

E-Banking holds a great promise for the banking sector in
India. It is expected to change the banking scenario, in terms
of cost of transactions, easy accessibility of services,
effectiveness in the execution of cross-border transactions
and the customer relationship management. However, the
growth of e-banking is also fraught with some serious
problems. These include, the limitations of the digital divide,
security risk, enhanced cost of supervision relating to crossborder transactions and lack of legal safeguard provided by
the cyber law which causes dis satisfaction among users and
creates reluctancy to use e-banking services. It may be
concluded that the customer satisfaction and evaluation of
the electronic services is influenced by the attribution of
success and failure in inter personal service situations. The
use of electronic banking has removed the banking
personnel who facilitate the transactions and has placed
additional responsibilities on the customers to transact with
the service. The use of e-banking provides benefit to the
customers, but the changes require increased work or
involvement of customers. These factors might be seen as
service providers in terms of customer service.

8.
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Table 1: Ranking of e-services offered and utilized by customers
E-banking services utilized by customers

Checking online account statements only.
NEFT /RTGS transfers to other bank account
Transfer of funds to credit card account
Recharge mobile phones
Foreign Currency Payments
Water & Electricity Bills Payment
Telephone Bill Payment
Railway Reservation
Online shopping payments
Insurance Premium Payments
Air ways Reservation

Percentage of respondentsclaiming
Ranking of services used
use of these servicesoften/ very often
18
11
14
15
2
6
13
21
3
12
4
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II
VII
IV
III
XII
VIII
V
I
VI
X
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Table 2: Factors affecting Customer satisfaction due to usage of Internet banking
Factors
Ease of use
User friendly web site
Ease of performing E-Transaction

0.691
0.517

Reluctance to change
Willingness to adopt technology
Level of awareness of the service

0.92
0.882

Trust and relationship
Reliability of your banker
Bank response rate to queries
Ethical and professional conduct
Bank’s policy to compensate for losses

0.831
0.807
0.804
0.543

Cost
Cost of internet connection
Cost of acquiring a computer

0.916
0.837

Accessibility
Convenience to access the service
Connection speed

0.935
0.782

Convenience
Range of services offered
Convenient way of doing bank transactions
Time saving

0.429
0.852
0.465

Security
Clear and understandable instructions
Security of internet transaction
Length of internet experience

0.427
0.802
0.541
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Abstract
The mind is a marvel, a phenomenon as well as a mystery. The capacity to use brain responses and relate them to behavior has accelerated at a
breathtaking pace over the past few years and yielded an incredible amount of information. This new field of studying brain’s “buying centers” is
called Neuromarketing. The base of neuromarketing is meme - a unit of cultural information similar to gene. Meme is a unit of information
stored in the brain. Neuromarketing is increasingly being used across numerous industries worldwide to help companies improve their product
development, package design and marketing efforts. Full-brain neurological testing provides a deep dive into consumers’ subconscious minds, where
product trial and purchase decisions are made, and where brand loyalty is formed. Some consumer advocate organizations, such as the Center for
Digital Democracy, have criticized neuromarketing’s potentially invasive technology. India is newest market for these neuromarketing techniques
and is gaining popularity very fast. This paper is an effort to study the concept of neuromarketing and also its ethical use and effectiveness in the
world of marketing.
Key Words: Neuromarketing, Consumer Behavior, Market Research, Consumer’s Preference, Marketing, Advertising.

INTRODUCTION

T

he business man must understand the workings of the
minds of his customers, and must know how to
influence them effectively; he must know how to apply
psychology to advertising.
(Walter Dill Scott - Psychologist at Northwestern University,
one of the first researchers of advertising psychology; lived
between 1869-1955)
Neuromarketing is a controversial new field of marketing
which uses medical technologies like functional Magnetic
Resonance Imaging (fMRI) - not to heal, but to sell
products. Neuromarketing is an applied extension of
neuroscience. The Neuromarketing concept was developed
by psychologists at Harvard University in 1990. The word
“neuromarketing” was coined by Ale Smidts in 2002. The
technology is based on a model whereby the major thinking
part of human activity (over 90%) including emotion
proceeds in subconscious area that is below the levels of
controlled awareness. Neuromarketing is a new field of
marketing that studies consumers’ sensorimotor, cognitive,
and affective response to marketing stimuli. Researchers use
technologies such as functional magnetic resonance imaging

(fMRI) to measure changes in activity in parts of the brain,
electroencephalography (EEG) and Steady state topography
(SST) to measure activity in specific regional spectra of the
brain response, and/or sensors to measure changes in one’s
physiological state (heart rate, respiratory rate, galvanic skin
response) to learn why consumers make the decisions they
do, and what part of the brain is telling them to do it. The
base of neuromarketing is “meme” (by Richard Dawkins - a
unit of cultural information similar to gene). Meme is a unit
of information stored in the brain. These units are effective
influencing human who is making choices and decisions
within 2.6 seconds. If “meme” is chosen properly we
remember the good, joke or song and would share it.
“Memes stay in memory and they are affected by
marketers”. Examples of memes are aromas of fresh bread,
sweets, favourite food, characters in fairy tales, melodies that
cannot be out of head. Thus neuromarketers examine
people’s brain, scan it, revealing subconscious motives and
manipulate them. Neuromarketing is the practice of using
technology to measure brain activity in consumer behavior
in order to develop and communicate the brand’s 4Ps. The
premise is that consumer buying decisions are made in split
seconds in the subconscious, emotional part of the brain
and that by understanding what we like, don’t like, want, fear,
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are bored by, etc. as indicated by our brain’s reactions to
brand stimuli, marketers can design products and
communications to better meet “unmet” market needs,
connect and drive “the buy”.

made huge strides over the past few years world over. India
has also submitted its subconscious to the probing. This
phrase describes the attempts to locate a mythical region of
the human brain that when activated would drive subsequent
consumer behavior, perhaps without consumers being
consciously aware of this. Indeed, during the early evolution
of neuromarketing it could conceivably have been
considered a form of applied social psychology. But due to
the fact that neuromarketing is essentially the study of the
cortical substrates of social influence in an applied setting, it
is now being considered as a scientific sub discipline in its
own right. All neuromarketing researches need to have a
strong theoretical background with a clear experimental
hypothesis.

It is commonly accepted that traditional market research is
flawed because consumers don’t know, can’t articulate, or
will even lie in a focus group about their purchase
motivations. Neuromarketing research removes subjectivity
and ambiguity by going right to measuring observable brain
behavior. Respondent attention level, emotional engagement
and memory storage are common metrics. The various
techniques used in Neuromarketing include:
·
·
·
·
·
·
·

FMRI (Functional Magnetic Resonance Imaging)
SST (Steady State Topography)
MEG (Magneto-encephalography)
EEG (Electroencephalography)
Eye Tracking
Voice Stress Analysis
Galvanic Skin Response

Researchers use these technologies to:
·
·
·

Measure the activity changes in certain parts of the
brain;
Understand why consumers make the decisions they
make;
Find out what part of the brain leads them to that
particular decision

Figure 1: Buying Centers in Brain
Source: Max Sutherland, Australian Neuromarketing Symposium
at Swinburne University (Melbourne) in February 2007.

In today’s cut throat competition, every new product launch,
ad campaign or package design takes significant research,
time and resources to ensure success, but we all know that
not every launch is successful. Marketers spend a lot of time
in the guess work to determine: Will it grab attention? Will it
be memorable? Will it engage emotionally? And most
importantly, will it drive purchase intent? Reducing this
guess work out of the equation prior to launch is a
marketer’s dream, which is now a definable reality with
quantifiable results. The whole concept of market research
is to minimize this gap between the guess work and reality.
Neuromarketing is the tool in the hand of the marketers to
reduce this gap.

Companies such as Google, CBS, and Frito-Lay amongst
others that have used neuromarketing services to measure
consumer thoughts on their advertisements or products.
Best-known technology of neuromarketing was developed
in the late 1990’s by Harvard professor Jerry Zaltman
(Gerald Zaltman), it was patented under the name of
Zaltman Metaphor Elicitation Technique (ZMET). The
essence of ZMET reduces to exploring the human
unconscious with specially selected sets of images that cause
a positive emotional response and activate hidden images,
metaphors stimulating the purchase. Graphical collages are
constructed on the base of detected images, which lays in
the basis for commercials. Marketing Technology ZMET
quickly gained popularity among hundreds of major
companies-customers including Coca-Cola, General Motors,
Nestle, Proctor & Gamble.

Every employer is keen to learn why consumers make the
decisions they do, and what part of the brain is telling them
to do it. For this reason the perception technologists of the
market are very tempted to learn the techniques of effective
manipulation of the subconscious brain activity. The main
reason is to inspire the desired reaction in person’s
perception as deeply as possible. Neuromarketing – scanning
people’s brains to gauge their reaction to products – has
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EVOLUTION OF NEUROMARKETING
Neuromarketing is an extension of peering inside people’s
heads with devices. In the late 1960’s marketers started using
pupilometers – devices that measure spontaneous pupil
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Marketing analysts will use neuromarketing to better
measure a consumer’s preference, as the verbal response
given to the question, “Do you like this product?” May not
always be the true answer due to cognitive bias. This
knowledge will help marketers create products and services
designed more effectively and marketing campaigns focused
more on the brain’s response. This makes neuromarketing
and its applied results potentially subliminal.
Neuromarketing will tell the marketer what the consumer
reacts to, whether it was the color of the packaging, the
sound the box makes when shaken, or the idea that they will
have something their co-consumers do not. It is one thing to
see which parts of the brain become active in response to a
stimulus. It is another to interpret what this means or what
you can do with it. This is tackled usually by correlation with
dependent variables. Rossiter et al (2001) used verbal report
in the form of a scene-recognition test one week later.
Ambler et al focused on differences in brain response
stimulated by brands that people said they would purchase
(compared to ones that they would not).

dilation as an indicator of peoples’ interest while they were
looking at packages or print advertisements. Herbert
Krugman was a pioneer in this area. At the same time came
GSR (galvanic skin response), as a possible indicator of
people’s emotional response to advertisements. Later, came
in the new technology for eye tracking to reveal exactly where
on the page (or a TV scene) people’s eyes were actually
looking. And in the 1970’s Herbert Krugman and Flemming
Hansen began to explore left and right brain processes using
electroencephalograph (EEG) brain wave technology. Each of
these technologies was heralded at the time as a
breakthrough. But none of them found widespread, lasting
use in marketing - although some, like eye tracking, carved
out a small niche. Brain wave recording devices have been
available for decades but new technology can now pinpoint
more precisely which brain regions are active as people
respond to products or make brand choices or are exposed
to advertisements. The neuroscience dream of being able to
peer into the functioning brain has been made possible.
In 1981, came across brain wave monitoring using SST
(Steady State Topography). Professor Richard Silberstein at
Swinburne University was using SST in pure and clinical
applications and was investigating its possible use in
marketing. People were impressed, even though the
technology clearly had a long way to go. Today, 30 years
later, SST can provide revealing insights in marketing with
the benefit of more than a quarter century of accumulated
experience in interpreting SST brain wave activity. The
newer technologies, fMRI and MEG (magnetoencephalography) are the latest developments in brain-scan
technologies. Their potential to impress clients has made it
attractive to transition their use across into marketing. But
while their potential is undoubtedly exciting, published
studies deploying them in marketing remain quite scarce.
Probably no more than two dozen studies have been and
barely a handful of these have published any real details in
peer reviewed journals. One of the earliest studies using the
newer technology was by Ambler and his colleagues at the
London Business School. It asked people while they were in
a MEG scanner which of 3 brands they would purchase and
found that familiar brands stimulate the right parietal cortex.
The authors pointed to this area as the possible ‘location of
brand equity’. In 2000, Rossiter et al used SST to monitor
brain waves while people watched TV ads and they were
able to predict what scenes people would recognize a week
later. They found they could predict this from activity in the
left brain at the time of exposure. Until then it was thought
that the crucial processing for pictures would be in the right
hemisphere.

Mostly the focus of the researches has been on correlation
with so called ‘known centers’ such as: reward centre, self
referencing centre, face recognition centre, liking centre,
anticipation centre etc. Marketing analysts will use
neuromarketing to better measure a consumer’s preference,
as the verbal response given to the question may not be true
always. Neuromarketing studies have increasingly pointed to
various ‘known centers’ in the brain. Yet knowledge about
these so called ‘known centers’ is often sketchy and the
claims about their function are often reasoned speculation
rather than known fact.

Figure 2. Roles played by the parts of the brain
Source: Dragolea L., Cotîrlea D, Polish Journal of Management
Studies, Vol 3, 2011.
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This concept can be clearly understood from the following
example, a study by Knutson et al published in late 2007. It
pointed to the insula as an area that registers price-pain.
People given $20 to spend were shown products in a scanner
that they could choose to buy. One part of the brain was
activated when they saw brands they liked but then the
higher the brands price, the more it triggered activity in
another part of their brain, the insula. The study concluded
that this is a center that registers price-pain. Within weeks
however, a broader neuroscience study discovered that
addicted smokers who suffered damage to this area (from
car accidents etc) were suddenly able to give up their long
standing addiction to smoking. It emerged that this part of
the brain, the insula relates somehow to our ability to
exercise control over addictive behaviors. Now, just how
price-pain and addiction might be related, if at all, awaits
further research. The message is that ‘knowledge’ about
these so called ‘known centers’ is embryonic, and still
developing rapidly, so this type of interpretation in terms of
‘functional centers’ needs to be taken with a good dose of
caution.

middle class consumption is roughly equivalent to Ireland’s
total private consumption and is forecast to triple as a share
of India’s total consumption over the next 15 years. For
corporations, the middle class in India thus presents
significant business opportunities. The sales growth of
consumer goods such as televisions and mobile phones to
the middle class has already been established, but a new
range of products such as financial services is increasingly
being geared towards this group as well.
Developing and testing strategies that are designed to cure
rather than create social pathologies is hard to argue with.
Used in this type of application, neuromarketing will be
refined to public applause, rather than public alarm. For
consumer goods companies, the technique is an alternative
to verbal feedback from would-be consumers, which is not
always reliable. The idea is to scan people’ reactions, then
design products, packaging and advertising to stimulate
particular parts of the brain. And the leading practitioner
sees India’s bulging middle class as a prime target.
Meanwhile, penny-pinching customers might soon have to
control their subconscious, if they’re to avoid overspending
on saris, spices and the rest. In recent years, the rise of the
application of neuroscientific research methods to market
research has resulted in some strident criticisms and rather
apocalyptic predictions in the popular press. The
enthusiastic debate in the popular press which surrounded
the emergence of neuromarketing was probably inspired by
the oft cited but discredited notion of a “buy button in the
brain.” Neuroethics is a sub discipline of bioethics. them
would be accepted by the consumers.

It is not that long since phrenologists pointed to individual
bumps on the outside of the head and made serious
inferences about that person’s personality and abilities.
Phrenology is of course, now totally discredited. Skeptics of
neuroscience argue that it is just a form of 21st century
internal phrenology. That is not general view but it is
important to keep a realistic perspective as to how
embryonic the field is. We really don’t know yet how to fully
interpret many of these things and we are still in a very early
stage.

NEUROMARKETING- CONTROVERSIES AND
ISSUES

NEUROMARKETING IN INDIAN MARKET
Anantha Pradeep, Neurofocus’s Indian-born chief executive,
says the idea of selling products through multiple celebrity
endorsements is misplaced. And he sees huge opportunities
for neuromarketing in India. It is a culture that is highly
emotional and companies need to be able to talk to people
in a language that they truly understand. If you look at the
India’s ancient scriptures and philosophies you can see that it
is a culture obsessed with the brain. For thousands of years
the country has looked into the human condition, how
people should live their lives, how they should think and
react in any given situation. How does the mind and body
connect? If I don’t do this here, where will I do it?

Some consumer advocate organizations, such as the Center
for Digital Democracy, have criticized neuromarketing’s
potentially invasive technology. Jeff Chester, the executive
director of the organization, claims that neuromarketing is
“having an effect on individuals that individuals are not
informed about.” Further, he claims that though there hasn’t
historically been regulation on adult advertising due to adults
having defense mechanisms to discern what is true and
untrue, that it should now be regulated “if the advertising is
now purposely designed to bypass those rational defenses,
protecting advertising speech in the marketplace has to be
questioned.” Joseph Turow, a communications professor at
the University of Pennsylvania, dismisses neuromarketing as
another reincarnation of gimmicky attempts for advertisers
to find non-traditional approaches toward gathering

Companies might not share such mysticism, but they know
understanding India’s middle class is crucial. In a report
from earlier this year, analysts at Deutsche Bank said: India’s
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consumer opinion. He is quoted in saying, “There has
always been a holy grail in advertising to try to reach people
in a hypodermic way.

producing an indigestible mass of facts at all levels.” It is
becoming extraordinarily difficult for full time
neuroscientists to keep up - let alone businesses. Let’s face
it… marketing is not interested in science or complexity.
The truth is that marketing clients want ‘KIS’ not
complexity. They want simplicity - an easy to understand,
single number solution that says ‘this ad (or pack, or scene)
... is good/bad ….and says whether it will work or won’t
work. Rather than try to drink from that fire-hose, there is a
temptation for marketing to oversimplify and over-claim. Yet
Neurofocus, the global market leader in neurological testing,
has seen 100 per cent year-on-year growth over the last three
years. It employs leading neuroscientists, works with major
food, car, electronics and cosmetics companies, and has
offices in London, Tokyo, Tel Aviv, Seoul, Bogotá, New
York and Dallas.

So as this bandwagon called neuromarketing picks up speed,
some of the same threats that killed off previous
technologies are re-emerging. A key one is over-claiming. It
is an unfortunate fact that the sale of ‘smoke & mirrors’
often outsells substance. Smoke and mirrors is a metaphor
for a deceptive, fraudulent or insubstantial explanation or
description. The source of the name is based on magicians’
illusions, where magicians make objects appear or disappear
by extending or retracting mirrors amid a confusing burst of
smoke. The expression may have a connotation of virtuosity
or cleverness in carrying out such a deception. At least in the
short term. Bias towards over claiming exists in the media as
well as in the marketing of consulting services to clients.
The media love sensationalist stories that can carry a
headline like ‘Buy centre of the brain found’. As a result,
journalistic reporting is prone to outstrip the scientific
substance.

CONCLUSION
Neuroscientists are convinced that the use of neuroscience
techniques will open up a whole new world of
understanding of the mind. As it develops, neuroscience will
deliver increasingly powerful, marketing insights. Its
immediate application to general marketing requires
businesses to tread carefully and disentangle the scientific
substance from the promotional hype. Businesses prepared
to exercise this caution and engage with it now have an
opportunity for early-mover advantage before the
application of Neuromarketing gets constrained by
regulation. The realm of marketing and market research has
never been a model of ethical scruple. But the recent
developments are truly macabre in their implications. The
hucksters have enlisted research labs to map the brain’s
activation responses in order prod desires for particular
products.

Neuromarketing critics dismiss it as a fad. Because the
practice of neuromarketing is not without its critics and
issues. First, consumer advocates and other groups have
claimed neuromarketers are exploiting people to “sell us
crap we don’t need” and creating unhealthy and
irresponsible
addictions
and
cravings.
Second,
neuromarketing still suffers from the issue it is trying to
overcome: the artificiality of market research. Brain activity
in a lab may not equate to brain behavior in the mall where
the buying decision is consummated. Third, neuromarketing
studies have not been common in the B2B arena, perhaps
because the customer buying process tends to be lengthy
and involve many people so it may be difficult to measure
these decisions reliably. Fourth, the cost of conducting these
studies today is prohibitive for many companies.
Neuromarketing is only poised to grow in use and influence.
But as the practice makes its way out of the lab and into the
real world, at the grocery aisle, onto your computer
perhaps...a debate, well beyond marketing, will rage.

Also, the world media, harbor very few doubts about the
power of advertising and believe it knows what it is doing otherwise why would it be using Neuromarketing? As
Ehrenberg once observed: “Advertising is in an odd
position. Its extreme protagonists claim it has extraordinary
powers…. and its severest critics believe them.” Mystique
forms a convenient climate for smoke-and-mirrors
merchants, to rush in and tout their consulting services
brandishing these new devices. For the substantive pioneers
this is going to make things difficult because it inevitably
degrades the whole field. The difficulty for clients is in
identifying genuine scientific neuromarketing in amongst a
growing clutter of toutware services on offer. We know that
‘hidden buy buttons’ are a media fantasy but some
neuromarketing suppliers cannot resist the temptation to

Major corporations and research firms, are jumping on the
neuromarketing bandwagon because they are desperate for
any novel technique to help them break through all the
marketing clutter. ‘It’s as much about the nature of the
industry and the anxiety roiling through the system as it is
about anything else.” The problem is that keeping up with
the neuroscience literature is like trying to drink from a firehose. As the noted neurobiologist Steven Rose said: “The
world-wide effort being poured into the neurosciences is
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pander to the media’s need for a sensationalist headline.
Myth and mystique will be difficult to dispel and will prompt
regulation to constrain neuromarketing. Hype is likely to lead
to a social backlash because marketing already stands
accused as a cause in social epidemics like obesity, diabetes,
alcoholism and gambling. After the legacy of Big Tobacco,
marketing is not cut much slack.

6.

7.
8.

Would you like a particular product? This remains a baffling
question for companies which cater to consumer needs. And
guess what, the key to this basic question, regarding liking
and disliking of a product lies in the research of cognitive
scientists who are exploring new avenue through this
research. In the longer term, Neuromarketing will be far
more socially welcome for applications that focus on
products and causes with a clear social benefit - applications
like road safety messages and persuading people to give up
smoking or to resist over-eating. To follow the field of
neuromarketing, it is important to look at neuroscience
generally and not just studies labeled neuromarketing.
Studies relevant to neuromarketing appear in various
neuroscience journals. If neuromarketing comes under
regulatory pressure, we can expect that more of these
studies will be ‘repositioned’ and re-labeled something other
than
‘neuromarketing’.
Neuro-aesthetics
and
neuroeconomics are especially relevant.

9.

10.

11.

12.

13.

14.

The following quote by Daniel Bichiº (Manager at
Competent Consulting (a consulting and training company),
member of International Association of Coaches, USA)
sums up the relevance of Neuromarketing in today’s
business world, “What neuromarketing can really do is to improve
how companies create products and advertise them, in order to become
more interesting, appealing and valuable for consumers.”
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Firm Neutrality and The Social Responsibility of Business:
Critique of Friedman's Position
* Prof. Michel Séguin

Abstract
In this article, we propose a critique of the thought of Friedman on the social responsibility of the enterprise. The criticism is based on the
application of the concept of neutrality to the enterprise, a concept normally used in philosophy politics. The author wants to thus show that the
position of Friedman violates the principle of neutrality.
Keywords : Friedman, Social Responsibility, Political Neutrality, Liberalism.

INTRODUCTION

M

uch has been written about Milton Friedman's
position on the social responsibility of business ever
since an article he wrote on the subject was published in the
New York Times Magazine in 1970, in which he holds that
the only legitimate social responsibility of business is to
increase the profits of shareholders (called the principal in
this work) (Friedman, 1962; Friedman, 1970). Friedman
advances a host of arguments to back his position. First off,
he recalls that business leaders (called agents in this work)
have contracted to defend the interests of the principal, and
that any decision they make that deviates from that
commitment would constitute an absolute violation of the
trust of the principal. Whenever the agent pursues an end
other than increasing economic profits, it results in costs,
which translate into losses for the principal and even for
employees and consumers. Friedman also estimates that the
only justifiable option available to the agent is to seek to
increase economic profits; he is not empowered to engage in
pursuits such as improving the environment, community
development, etc., or to take steps to ensure that such goals
are realized.
Several authors have challenged Friedman's position. Some
consider that actions that may appear to be altruistic are
indeed beneficial for the business both in the medium and in
the long term (Carr, 1968; Grant, 1991; Mann, 1975), while
others simply question Friedman's view of what constitutes
a firm (Dahl, 1985; Donaldson, 1982; Grant, 1991; Lodge,

1975; Mulligan, 1986). Finally, some authors consider that it
is altogether legitimate for a business to pursue altruistic
actions where its viability depends on such action (Nunan,
1988).
With so much having been written about this, any further
contributions may appear superfluous. However, the fact is
that none of these authors mentioned used the notions that
have been developed in the area of political philosophy to
discuss Friedman's position. As enterprises grow in size and
influence, the question becomes whether the ethical criteria
liberalism imposes on the State's activities could not - or
should not - also apply to enterprises. Specifically, there is a
basic political philosophy that distinguishes liberalism from
other political trends, and it is known as the neutrality
principle (Dworkin, 1985). This article aims first to
demonstrate that observance of the neutrality principle
should not be limited to the political arena, but that it must
also apply to businesses as they do wield coercive power.
Secondly, the article intends to show that an enterprise that
tends toward increasing profits is in violation of the
neutrality principle. Where applicable, holding that the only
social responsibility of business is to increase its profits runs
counter to the basic principle of liberal philosophy, to which
Friedman, it must be recalled, subscribes.
To realize these objectives, we will start by briefly reviewing
the literature, and in the process, define the concept of
neutrality. Next, traditional microeconomic analysis tools will
be used to show that an enterprise that has monopolistic
power or which is operating in an oligopolistic environment
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has the power to force individuals to unwillingly pursue a
particular conception of the good life, thereby violating the
neutrality principle. Finally, the last part of this article will
present the terms governing the observance of the neutrality
principle for a business.

neutrality of consequence and neutrality of justification (Da
Silveria, 1996). According to the neutrality of consequence,
the State is neutral if its actions do not promote
(discriminate against) a particular conception of the good
life (Raz, 1986). It is still very hard, and even impossible, to
identify those interventions by the State that have no
consequences on individual conceptions of the good life.
The fact is that a State cannot intervene without its actions
having some consequence on a particular conception of the
good life. Even the idea of limiting its role as protector of
private property promotes a particular conception of the
good life. For example, the “choice” of the level of security
or protection that must be maintained in society has an
impact on particular conceptions of the good life. Should a
police officer be planted on every street corner, or should
police presence be limited to two for each neighborhood?
For some individuals, a high degree of security is required
for them to conceive the good life whereas for others, this
level of security may run contrary to their conception. A
State could thus never subscribe to the neutrality of
consequence (Kymlicka, 1990).

THE NEUTRALITY PRINCIPLE
In a matter of principle, Ronald Dworkin (Dworkin, 1985)
postulates that what differentiates liberalism from other
political trends is the way liberalism conceives equality. To
liberals, treating individuals as equals means accepting their
ideas of what constitutes the good life. This position
warrants further explanation.
Dworkin posits that all current political trends agree with
the principle that the State must treat all its citizens equally.
In other words, every citizen is entitled to equal attention
and respect from the State. All political trends thus agree on
this basic view of equality. However, equality can be
conceived in two ways. "The first theory of equality
supposes that political decisions must be, so far as is
possible, independent of any particular conception of the
good life, or of what gives value to life." (Dworkin, 1985).
Among citizens, there are various rational and wide-ranging
conceptions of what is the good life. If the State wants to
treat these citizens with equal concern, then it must respect
their moral choices. "The second theory argues, on the
contrary, that the content of equal treatment cannot be
independent of some theory about the good for man or the
good of life." (Dworkin, 1985).

According to the neutrality of justification, an institution is
said to be neutral if its interventions are motivated by a
justification which remains neutral with respect to a
particular conception of the good life, whatever the
consequences of such action (Da Silveria, 1996). Tackling
neutrality in its neutrality justification form avoids questions
concerning the impact of interventions by the State on
personal conceptions of the good life. It is no longer simply
a matter of applying neutrality in terms of consequences,
but rather, in terms of justification of actions. It is the
justification for the intervention that should be neutral, not
the impact of its application.

To Dworkin, a liberal is therefore someone who supports
the first equality theory or, in other words, someone who
subscribes to the principle of the State's neutrality with
respect to all conceptions of the good life. This position is
also held by several authors (Ackerman, 1990; Kymlicka,
1989; Larmore, 1987; Nozick, 1974; Rawls, 1993). To these
liberals, treating individuals as equals is tantamount to
respecting their specific conception of the good life by
prohibiting anything that stands in the way of achieving it.

Adopting a justification conception of neutrality is not a
panacea, as a means must still be devised to determine the
neutrality of values that justify an intervention by the State.
At first glance, these two terms (neutrality and values) would
appear to contradict one another. A value by definition
cannot be qualified as neutral as it derives from a judgment,
while a value judgment is developed among other things,
from that which is present in our memories, such as our
desires, social influences, and other values. Claiming that a
value is neutral runs counter to the very concept of a value.
Hence, liberalism, even in its most radical form, anarchy,
cannot claim to be neutral as it takes a stand for liberty.
Liberalism promotes institutions that advocate for liberty, or
in other words, that advocate for a particular conception of
good, i.e., the idea of being free.

Still according to Dworkin, this conception of equality
represents the basic value underlying liberal ethics, or in
other words, the spirit of liberal philosophy. In fact, it was
by recognizing the importance of the cohabitation of
different faiths in society, following several religious wars,
that liberal thought started developing in the XVII century.
What does the application of the neutrality principle involve
for a State? There exist two conceptions of neutrality:
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The right to make judgments is exclusive to the individual.
Why then is the neutrality principle applied exclusively to
political institutions? Why should private institutions not
similarly be subject to neutrality? Isn't the State an
enterprise? To legitimize the existence of the minimal State
to anarchists, the libertarian Robert Nozick (Nozick, 1974)
holds that the State is the result of a merger of protection
agencies. To back this position, he returns to the natural
state, where individuals were not subject to any control
whatsoever, and were therefore completely free. However,
this total freedom is not risk-free, which is why protection
agencies appeared on the scene. The existence of so many
protection agencies made it difficult for them to exercise
their mandates, which involved properly protecting their
clients' private property, ensuring observance of contracts
their clients had entered into, and acting as mediators in the
event of conflicts. That is why these agencies merged,
thereby creating territorial monopolies. Nozick thus
considers the State to be a monopolistic protection agency.
However, even though libertarians consider the State to be a
monopolistic protection agency, this agency is not free of
moral obligations. It must not violate the neutrality principle.

Liberalism must therefore not be perceived as being neutral
in and of itself, but rather, as being neutral with respect to
something - to use Rawls' expression, comprehensive
doctrines of the good life. In that regard, according to Rawls
(Rawls, 1993) and Kymlicka (Kymlicka, 1989), a value is said
to be neutral if it is useful, or necessary, for the realization
of all conceptions of the good life. Thus conceiving the
neutrality of values refers to an antiperfectionist conception
of the role of the State; a State must not promote a
particular conception of the good life. However, a State may
and should promote an environment in which individuals
can freely realize their own ideals. For example, a State could
justify the funding of educational services if it can show that
such a measure is essential for the emergence of a free
society. The neutrality principle can thus only be applied
through its justification conception.
The body of literature on the neutrality principle agrees on
the fact that neutrality is a political concept, and not a moral
one, and in that regard, proponents of the neutrality
principle posit that neutrality only applies to the State.
“The State's policies and decisions must be neutrally
justifiable, but the liberal does not require that other
institutions in society operate in the same spirit. Churches
and firms, for example, may pursue goals (salvation, profits)
they assume to be ideals that are intrinsically superior to
others. In other words, neutrality as a political ideal governs
the public relations between persons and the State, and not
the private relations between persons and other institutions”
(Larmore, 1987).

The question that persists is what exactly is the unique trait
that this firm that is the State possess, which makes it the
only institution subject to this liberal principle? This notion
of exclusivity resides largely on the claim that the State has a
monopoly over the use of coercion, thus giving individuals
no voice in their subscription to the rules it determines.
Because the State can physically force an individual to act
against his will, liberals consider that it can only do so by
invoking neutral values. In other words, the State must
justify the use of physical coercion by showing that it is
useful - or necessary - for the realization different
comprehensive doctrines of the good life.

Obviously, in a liberal universe, it would be unthinkable to
require an individual to be neutral in conceiving of the good
life. Such a requirement would reduce the latter to slavery or even to inaction - which runs counter to individual
freedoms. Liberal neutrality aims instead to protect
individuals from the imposition of a particular concept of
the good life arising from social cooperation. Moreover, the
very idea of neutrality calls for the existence of a multiplicity
of conceptions of the good life. If there were just a single
comprehensive conception of the good life, a conception
which in and of itself would be as obvious as one plus one
equals two, then why would anyone be neutral? Among
other things, it is because we have a multiplicity of
comprehensive doctrines of the good life that the State must
not be neutral with respect to them. We therefore agree that
the individual himself should not be neutral; indeed, it
should be the exact opposite, meaning he should be free.

THE FIRM'S DUTY OF NEUTRALITY
Is physical coercion though, the only thing that can cause
individuals to subscribe to the rules of an institution against
their will? Do I really need physical coercion to impose a
conception of the good life upon an individual? Do private
companies not hold certain powers that force individuals to
subscribe to their rules against their will? Where that is the
case, why should they not be subject to the same duty of
neutrality? An analysis of the classic microeconomic
situation of the firm sheds some light on this matter.
As is shown in Figure 1, the agent of an enterprise operating
in a pure and perfect competition environment has no

65

Effulgence, Vol. 10, No. 1, Jan - June, 2012

flexibility whatsoever in terms of the sale price and of the
quantity of goods and services the enterprise produces
(price represented by p2 and quantity represented by q2).

mediator between competing interests resides on this notion
of spontaneity. I am free to allocate my resources as I see fit
(respect of individual freedom), but I do not exert any
influence whatsoever over the terms of that allocation. The
activities of all the other stakeholders are what determine
these conditions (observance of the same freedom for
others). The pure and perfect competition environment thus
remains more theoretical than real, and the conditions
required for its existence are rarely, if ever, met (e.g.: absence
of externality, perfect information, absence of barriers to
entry, etc.).
The situation is completely different for enterprises in a
monopolistic position, or that operate in an oligopolistic
environment. Because this type of environment is
characterized by a limited number of competitors, the agent
has a somewhat high degree of flexibility in terms of
choosing the equilibrium to pursue and, where applicable, of
how to allocate the economic profits generated by the firm's
activities. The agent may choose an equilibrium that
increases economic profits. Classic microeconomics
stipulates that this equilibrium is located at the intersection
of the marginal costs (MC) and marginal revenue (MR)
curves, and as is shown in Figure 1, at price p1 and quantity
q1. Because the firm generates economic profits at this
equilibrium position (average revenue is lower than the
average cost), the agent must decide how they are allocated.
He may decide to distribute the profits in full by reinvesting
in the business and/or paying dividends. According to
Friedman, these choices represent the sole social
responsibility of the agent (increasing profits and allocating
all the profits to the principal). However, the agent could
decide, with varying degrees of agreement by the principal,
to put part of the profits into other endeavors (charitable
causes, promotion of a religious or political option, etc.).

Indeed, because there many businesses in the market operate
in this type of environment, the agent cannot increase the
sale price because customers would simply go to the
competition. Neither can he reduce the price, as it would
mean selling at a loss, since the average production cost (AC)
is equal to or higher than the market price. As for the
production level, if the agent adopts a production level
higher or lower than "q2", he increases the average
production cost, and since he cannot increase the sale price,
he must also sell at a loss.
Indeed, in a pure and perfect competition environment,
enterprises generate no economic profits as they receive an
average remuneration (AR) equal to their average production
cost (AC). It should be noted that investors are still
compensated for the capital they have invested in the
business. This compensation (dividends and/or increased
stock value) is equal to the opportunity cost for investors
(the amount they could have obtained by putting their
capital into another activity), and is included in the business'
production costs. In other words, in a pure and perfect
competition environment, investors are compensated for
their investment in the social co-operation within the
business.

The agent could also pursue an equilibrium other than one
involving increasing profits, without jeopardizing the
business' long-term survival prospects. He could tend
toward an equilibrium that maximizes the organization's
production capacity, that is, toward the intersection of the
average costs (AC) and average revenue (AR) curves, or a
quantity q2 and a price p2. Because the business generates no
economic profits at this equilibrium position, the agent will
therefore not need to determine how they are allocated. In
fact, the only restriction imposed on the agent by market
conditions is that an equilibrium must be chosen where the
level of production is lower than q2 and the price is lower
than p2.

Still in a pure and perfect competition situation, market
conditions are determined by the spontaneous activities of
all stakeholders operating in this type of environment
(investors, workers, suppliers and consumers). None of
these stakeholders (or the groups representing them)
individually retains any power other than the power to enter
or leave the market, or to put it differently, to invest in the
social co-operation in this industry. They will decide to enter
into the market if the compensation they will be receiving
for their investment is equal to their opportunity cost. The
legitimacy of the market economy system as the best

How would this power to choose the equilibrium to be
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achieved and to determine how economic profits are
allocated require the business to comply with the neutrality
principle? This power, much like the State's power of
coercion, can force an individual (or individuals) to
subscribe to a conception of the good life which is not
theirs. Let us take the case of a firm operating in the
pharmaceutical field, and which holds a monopolistic
position in the manufacture of insulin. Diabetics, unless they
decided to perish, would have no choice but to deal with this
natural monopoly. Thus, it would be easy for the agent of
this pharmaceutical company to generate economic profits
which allow it to promote conceptions of the good life on
the principal, and even the various causes the company
funds. Are the profit maximization objectives and the rules
under which profits are distributed (e.g.: prorated to capital
stock rather to the number of hours worked for workers, or
even prorated to consumption, for clients) not motivated by
a particular conception of the good life? We could imagine a
situation where the managers of the pharmaceutical
company, being very devout, could use part of the economic
profits to fund the activities of a church, in which case
diabetics would be unwilling participants in this funding.

social collaboration. Some market imperfections imperfections which are needed for the emergence of this
type of environment - grant them additional powers, i.e., the
power to decide where to set an equilibrium and how
economic profits are allocated. While participation in the
firm's activities may be somewhat essential for other
stakeholders, these market imperfections allow the agent to
force the latter to participate in the emergence of returns on
capital that are higher than the opportunity costs of the
principal (i.e., economic profits) and to foster a particular
conception of the good life through the subsequent
allocation of the profits by the firm. The condition of
spontaneity, a condition required for legitimizing the market
economy as a mediator between competing interests, is thus
no longer present, since the decision of some actors (here,
the principal, through the agent) is not limited to whether or
not to participate in social co-operation. We therefore have
respect for the principal's individual freedom, but without
the duty inherent in that right, which is to grant the same
right to others.
According to Nozick, market imperfections are what led
protection agencies to band together and form the
monopoly that is the State (Nozick, 1974). The presence of
economies of scale is one of the market conditions which
promote the emergence of a monopoly, and yet
discriminates against the establishment of a pure and perfect
competition environment. We could extend Nozick's
thought process further to suggest the existence of a serious
entry barrier for anyone wishing to compete with the State.
On the grounds of efficiency, among other things, it is not
necessarily a matter of calling into question the relevance of
the State's monopoly. However, since that monopoly
involves the use of a power of coercion which could
unwittingly force individuals to subscribe to particular
conceptions of the good life, it can only claim to be
legitimate from a liberal point of view if it adheres to the
neutrality principle.

The insulin example is obviously an extreme case, but we do
not need to consider a matter of life or death to conclude
that the agents of a business hold a power over individuals.
For example, in Canada, any individual wishing to work in
some companies must have an account in a financial
institution. Since the financial services industry in Canada is
not exactly one in which pure and perfect competition exists,
this individual would be unwillingly subscribing to the profit
objectives of the financial institution and to how said profits
are distributed. Do customers of oil companies participate
truly willingly in these companies' profit generation? True,
there is no power of physical coercion within these
companies, but could we nevertheless conclude that the
transaction between the bank or the oil company and the
client is truly voluntary? A similar argument may be
advanced, but using examples involving workers or
investors. So, where a company holds a monopolistic
position or operates in a pure and perfect competition
environment, and when it is producing a somewhat essential
good or service (or is an employer or client for a supplier), it
holds a certain degree of power to force individuals to
unwillingly subscribe to a particular conception of the good
life.

Similarly, private monopolies (or oligopolies) emerge as a
result of various market imperfections. Still on the grounds
of economic efficiency, it is not necessary to call the
existence of these monopolies into question. Why should
society deprive itself of the economies of scale that could
be generated by these enterprises? The fact remains that the
market imperfections that allow the existence of monopolies
or oligopolies give this type of business the power to force
individuals to subscribe to particular conceptions of the
good life. Thus, just like the State, these corporations can
only claim to be legitimate, from a liberal point of view, if
they adhere to the neutrality principle.

To summarize, the classical microeconomic analysis of the
firm therefore shows that in a monopolistic or oligopolistic
environment, the choice facing a company's agent is not
simply limited to deciding whether or not to participate in
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product it markets if the judgment only relates to its profit
potential. For example, McDonald did not market its Big
Max because it believed everyone should consume the
product, but rather, because it felt that the product met a
need. It did not pause to consider whether its product was
healthy, whether it tasted or looked good, but rather,
whether these different attributes would satisfy a large
enough number of consumers; as well, this was not an
attempt to make the consumers happy, but simply to
increase its profits. The Big Mac is a strategy, not an end in
itself. On the day consumers will show a preference for
sushi, and show they are ready to fork out an amount that
will make its production more profitable than that of the
hamburger, it is absolutely conceivable that McDonald will
change its service offerings without demonstrating the
slightest sense of loyalty to the product that made it rich.
The only tie that binds a capitalist enterprise to its product is
the product's capacity to increase the profits of that
enterprise.

In the light of this analysis, it may be concluded that
Friedman's position that the only responsibility of business
is to increase its profits only considers the principal's right to
pursue his self-interest. However, it ignores the other side of
that right, which is the respect of that same freedom among
others, in this case, the other stakeholders. Limiting oneself
to that position would pose no problems if all businesses
operated in a pure and perfect competition environment.
Indeed, in such an environment, acting to increase profits
would determine whether or not to enter into the industry, a
determination which would depend on whether or not the
potential return on investment is equal to the opportunity
cost. In fact, it is yet to be proven that such an environment
actually exists. As a result, since a business operating in a
monopolistic or oligopolistic environment wields power
over others, it has a social responsibility, from a liberal
perspective, to observe the neutrality principle.
APPLICATION
OF
THE
NEUTRALITY
PRINCIPLE IN THE ENTERPRISE

Still with respect to companies' product and service
offerings, is it conceivable that some companies could
promote (or discriminate against), or even impose (or
prohibit) a particular need among consumers? That is indeed
conceivable. However, it is much more difficult to show that
that is a good strategy for a company to adopt in order to
increase its profits. It is much easier for a company wishing
to increase its profits to meet a need than it is to impose
one.

Although our argument leads us to defend the idea that a
business must observe the neutrality principle, we must still
define what that observance actually involves. It may appear
strange to talk about neutrality in the context of a firm.
Does a firm in fact not operate in the context of a particular
conception of the good life? How could we imagine a firm
as being neutral when in fact it is trying by all means to
convince consumers that its goods and services indeed
constitute the best choice? Furthermore, one of the
common arguments advanced against globalization is
precisely the danger posed by multinationals as they impose
their particular conceptions of the good life throughout the
world.

In fact, the conception of the good capitalist firms wish to
promote or impose - not always successfully, we may add relates directly to the goal they have set, i.e., increasing
profits and how the profits are to be distributed. It is in this
respect that a capitalist enterprise may violate the neutrality
principle, and not in the fact that it is producing a product or
service offering to satisfy specific ideals. To observe the
neutrality principle, a firm, much like any other institution,
must be able to invoke neutral values to justify its actions.

One of the responses provided to counter the position of
those who are against globalization indeed relates to the
question of neutrality. Firstly, we must ask what conception
of good life a multinational or any other traditional capitalist
firm wishes to impose. We could consider that it intends to
impose a subscription to its service offerings, the way
McDonald's would act with respect to its Big Mac, or
Universal Pictures would act with respect to its movies.
However, one could wonder whether those are really the
goals of those corporations. Are we not looking rather at a
strategy used to realize another objective, in each case?

Like Rawls and Kymlicka (Kymlicka, 1989; Rawls, 1993), I
define a neutral value above as a value that is useful, or even
necessary, in realizing all conceptions of the good. Because
increasing profits and distributing them prorated to capital
stock is neither useful nor necessary to the realization of all
conceptions of the good (that is the case only for
stockholders), and because the enterprise uses its power to
impose this particular conception, it can be concluded that a
capitalist enterprise violates the neutrality principle.

In fact, according to traditional microeconomic theory, the
only objective of a capitalist firm is to increase its profits. In
that context, it does not make any value judgment on a
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The question is, what ultimate aim could an enterprise
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invoke to respect the neutrality of justification principle? An
enterprise observes the neutrality principle if its ultimate aim
is to meet the needs of its clients, irrespective of the nature
of that need. There is a big difference between wanting to
meet a need and wanting to increase profits, even if the
results of both cases could happen to be the same. The
difference resides in the fact that in the first case, we are
dealing with an end, whereas with the second, it is a means.
This position warrants further explanation.

its owners. This critique resides on the application of a
political philosophy concept, i.e., the neutrality concept, in
the context of all conceptions of the good life, to business.
According to the neutrality principle, since the State has a
monopoly over the use of coercion, and can use it to force
individuals to unwillingly adopt a particular conception of
the good life, it therefore has an obligation, from a liberal
point of view, to justify its actions by showing that the
actions promote an environment in which individuals can
freely pursue their ideals.

From the outset, it must be specified that the justification
for pursuing meeting client needs as an end is not based on a
bias in favor of consumers, much the same as the fact that
the State funds school access is not justified based on a bias
in favor of education. Here, we are dealing not with a
neutrality of consequence, but rather, with a neutrality of
justification.

Next, the article defends the idea that businesses operating
in a monopolistic or oligopolistic environment also have the
power to force individuals to unwillingly adopt a particular
conception of the good life. As such, the neutrality principle
requirement should therefore not apply exclusively to the
State, but to such enterprises as well. Finally, we defend the
idea that when it maximizes its production capacity, an
enterprise observes the neutrality principle; in other words,
when it tends toward an end, which is meeting customers'
needs. Friedman can therefore not simultaneously subscribe
to the liberal philosophy and not respect the neutrality
principle by limiting the responsibility of business to
increasing the profits of the principal.

If the goal of an enterprise is to increase its profits, as
presented above, it sets its price and production level at the
equilibrium q1 and p1 (see Figure 1), that is, above its
maximum production capacity, which is at the equilibrium q2
and p2. This objective reduces consumers' capacity to realize
their particular conceptions of the good life since their
access to the good in question is more restricted. Since
production is lower, so too are manpower needs, meaning
that this position also reduces access to work. The same
reasoning also applies to suppliers' ability to find business
opportunities for their production. In other words, there are
fewer people benefiting from social co-operation.

CONCLUSION

We cannot conclude without asking whether such an
objective could legitimately be imposed on business by the
State. While it is true that such a measure could be defended
through the principle of neutrality of justification, the fact
remains though that this same principle obliges the State to
keep the use of coercive measures to the absolute minimum.
In an ideal world, it would be much more beneficial if
businesses would spontaneously tend toward such an
objective. As a matter of fact, there does exist a type of
private enterprise that may tend naturally toward an
objective tied to customers' needs. In fact, in addition to
holding capital facilities, the principal of the consumption
co-operative is the business' customer. Indeed, it is in his
capacity as consumer that he has the greatest interest in
investing in social cooperation within the company. Hence,
the interest of the principal is in line with the neutrality
principle requirement. Such an analysis reveals another
criticism of Friedman's position, i.e., that of limiting the
interest of the principal to making economic profits. As a
result, his position would have been more inclusive if he had
limited the business' social responsibility to promoting the
interests of the principal.

The goal of this article was to carry out a critique of Milton
Friedman's position on the social responsibility of business,
which he sees as being limited only to increasing profits for

Can an enterprise be forced though to pursue an objective it
did not choose? The ideal situation would be to have
business owners engage in selfish research that leads them to

However, an enterprise whose goal is to meet its customers'
needs, not to increase its profits, will tend toward an average
price equal to the average cost (the equilibrium q2 and p2), its
maximum production capacity. In so doing, it tends toward
an equilibrium where the sale price of the good or service it
produces is equal to the opportunity costs of the different
actors collaborating within it. That is in fact the equilibrium
that is achieved in a pure and perfect competition situation.
Selling a good or a service at a price equal to its opportunity
cost means considering the impacts the production of the
good or service had on the property rights of those
involved. As well, it is also ensuring that individuals' capacity
to pursue the realization is maximized, irrespective of
whether they are investors, workers, suppliers or consumers.
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spontaneously tend toward an equilibrium in which they
maximize their production capacity. Notwithstanding the
fact that that is the case in a pure and perfect competition
environment, traditional microeconomics illustrates very
well that that is not the reality seen in a monopolistic or in
an oligopolistic environment. There is still a type of business
that can spontaneously tend toward an equilibrium in which
the business maximizes its production capacity, and that is
the consumption co-operative. In this type of enterprise, the
owners of capital facilities are also the enterprise's
consumers. As a result, they will benefit in minimizing the
price and maximize production capacity of the company.
But this demonstration deserves the drafting of a second
article.

Charlottesville.
15. Mulligan, T. 1986. A critique of Milton Friedman's
essay "The social responsibility of business is to
increase its profits". Journal of Business Ethics (19861998), 5(4): 265.
16. Nozick, R. 1974. Anarchie, état et utopie (É. D. A. D.
Lamartine, Trans.) (1988 ed.). Paris : Presses
Universitaires de France.
17. Nunan, R. 1988. The libertarian conception of
corporate property: a critique of Milton Friedman's
views on the social responsibility of business. Journal
of Business Ethics, 7(12): 891.
18. Rawls, J. 1993. Libéralisme politique (C. Audard, Trans.)
(1995 ed.). Paris: PUF.
19. Raz, J. 1986. The morality of freedom. Oxford:
Clarendon Press.
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