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A Comparative Study on the Passenger
Service Quality before and after the
Corporate Restructuring in Indian Airlines

Abstract

This study aims to identify the major problem areas related to the
passenger service quality in Indian Airlines before and after the
corporate restructuring. For this purpose a descriptive research has
been conducted with the help of personal interview and close ended
guestionnaire on the basis of 11 parameters of passenger service
quality. Data has been collected from 106 passengers. Factor analysis
and Chi- Square Test have been used with the help of SPSS software
to analyze the data and to identify the most fragile areas related to
passenger service quality in pre and post restructuring and compare it
with the significant areas of private airlines operating in India.This
study identifies several technical problems along with human factors
because of which IA has not yet achieved the desired state of performance
to retain their existing position or to regain their previous status.

Introduction

years into a third wave of private operators, the high cost of fuel

has led to a number of mergers, including a high-profile
agreement to combine Indian Airlines with Air India. Other issues,
including infrastructure constraints, increased competition, and wage
inflation, have left low-cost carriers, such as Sahara and Air Deccan,
with no alternative but to merge with larger airlines.

Economic reality is reshaping India’s airline industry. Just a few

But the turbulence is likely to continue, as new carriers enter the fray
to fill the gaps left by consolidation. And for the newly merged entities,
the struggle has only begun, as the usual issues that accompany
post-merger integration — along with some that are particular to the
airline industry — come into play.

The industry has had a storied past in India, beginning in the early 20®"
century when a host of private airlines tried their luck. Chaos reigned
in the absence of workable regulations, and in 1953, a few years after
independence; the airlines were nationalized and merged to set up
two flag carriers — Air India for international operations, and Indian
Airlines for the domestic sector. It was one of the two flag carriers of
India, the other being Air India. The airline officially merged into Air
India on 27 February 2011 operating with a fleet of over 130 aircraft.
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The present study aims to identify the major problem areas related to the passenger service
quality in Indian Airlines before and after the corporate restructuring and compare it with private
airlines operating in India. to cross check the impact of the merger on those particular areas,
second round interview from different customer segments has been conducted.

Literature Review

According to the existing research studies, restructuring is defined as any major reconfiguration
of internal administrative structure that is associated with an intentional management change
program (e.g. McKinley and Scherer 2000).

Restructuring is also referred to as downsizing, which may boost organizational efficiency and
effectiveness (e.g. Smallwood and Jackson, 1987; Bailey and Szerdy, 1988; Freeman and
Cameron, 1993; Bartol, Martin, Tein, and Matthews, 2001). It is suggested that the environment
shift, technology changes, organizations grow and leadership changes are the reasons that lead
to restructuring (e.g. Miller and Friesen 1984, cited in Bolman and Deal, 1997, p.73). Thereis a
deemed that the adoption of advanced manufacturing technology and new human-resource
management practices favors organizational change (e.g. Massimo and Delmastro 2002).

According to previous research studies, 70 - 80% of acquisitions fail, meaning that they create
no wealth for the share owners of the acquiring company (e.g.Selden and Colvin 2003).

Now, since 21st century is considered as the service industry century and Service industry is
growing at a rapid pace across developed and developing countries, present reseach is based
on the service quality of Indian airline. The objective of this study is to find out whether the
corporate restructuring of Indian airlines has brought any improvement in their passenger service
and on this purpose to have an overview of their current position amongst other airlines operating
in India. (Figure-1,annexure).

Methodology

A descriptive research has been conducted with the help of personal interview and close ended
guestionnaire (for the passengers) on the basis of 11 passenger service quality parameters ease
of ticketing, punctuality, arrival and departure assistance, handling delays/ cancellations, luggage
handling, seat comfort, cleanliness, catering service, overall safety, customer complaint handling
and attitude and behaviour of the staff.

For this study data has been collected from the passengers travelling to and from Kolkata, Delhi
and Bangalore airport. After collecting data from 106 respondents through questionnaire survey,
Factor analysis has been used with the help of SPSS software to analyze the data and to
identify the most fragile areas related to passengers service quality in pre and post restructuring
and compare it with the significant areas of private airlines operating in India.

Then to cross check the impact of the merger second round interview from different customer
segments has taken place to analyse their views regarding passenger service quality in Indian
airlines after its corporate restructuring as compared to private airlines operating in India. For
this purpose Chi- Square Test have been used with the help of Statistics Calculator.

Component 2 has high coefficient .833 for variable Arrival & Departure Assistance

Component 3 has high coefficients .673 and .840 for variables Customer Complaint Handling and
Attitude and Behaviour of the Staff
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Component 4 has high coefficient .773 for variable Punctuality
Component 5 has high coefficient .914 for variable Luggage Handling
Component 1 is labeled as Reliability

Component 2 is labeled as Staff Assistance

Component 3 is labeled as Responsiveness

Component 4 is labeled as Punctuality

Component 5 is labeled as Luggage Handling

As Component 1 is treated as principal component, so, in this case, Reliability should be the
most important factor or it can be termed as the major problem areas of Indian Railways at
present followed by the Staff Assistance, Responsiveness, Punctuality and Luggage Handling
according to the passengers.

Factor Analysis- After Merger
Factor Identification:
Determination based on Eigenvalues

In this approach, only those factors with eigenvalues greater than 1 are considered. Other factors
are not included in this model.

Here, from the SCREE PLOT and the table TOTAL VARIANCE EXPLAINED, 6 factors can be
identified whose eigenvalues are more than 1.

Determination based on Percentage of Variance

The number of factors extracted can also be determined in a way so that the cumulative percentage
of variance extracted by the factors reaches a satisfactory level.

Here according to the analysis, the cumulative percentage of variance extracted by the 6 factors
is 69.101 %( from the table TOTAL VARIANCE EXPLAINED), which is quite satisfactory.

Factor Interpretation

Factor interpretation is facilitated by identifying the variables that have large loading on the same
factor. That factor can be interpreted in terms of variables that load high onit.

Inthe COMPONENT MATRIX,

Factor 1 has high coefficients for variables Ease of Ticketing and Punctuality
Factor 2 has high coefficients for variables Luggage Handling

Factor 3 has high coefficients for variables Arrival & Departure Assistance & Attitude and
Behaviour of the Staff

Factor 4 has high coefficients for variables Handling Delays and Cancellation & Customer
Complaint Handling

Factor 5 has high coefficients for variables Seat Comfort & Safety
Factor 6 has high coefficients for variables Cleanliness

Factor 1 can be labeled as Availability

Factor 2 can be labeled as Luggage Handling
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Factor 3 can be labeled as Staff Assistance
Factor 4 can be labeled as Responsiveness
Factor 5 can be labeled as Assurance
Factor 6 can be labeled as Cleanliness

As factor 1 is treated as principal component, so, in this case, Availability should be the most
important factor or it can be termed as the major problem areas of public airlines at present
followed by the Luggage Handling, Staff Assistance, Responsiveness , Assurance and
Cleanliness according to the passengers.

Factor Analysis - Private Airlines
Factor Identification
Determination based on eigenvalues:

In this approach, only those factors with eigenvalues greater than 1 are considered. Other factors
are not included in this model.

Here, from the SCREE PLOT and the table TOTAL VARIANCE EXPLAINED, 5 factors can be
identified whose eigenvalues are more than 1.

Determination based on percentage of variance:

The number of factors extracted can also be determined in a way so that the cumulative percentage
of variance extracted by the factors reaches a satisfactory level.

Here according to the analysis, the cumulative percentage of variance extracted by the 5 factors
is 63.493 %( from the table TOTAL VARIANCE EXPLAINED), which is quite satisfactory.

FACTOR INTERPRETATION

Factor interpretation is facilitated by identifying the variables that have large loading on the same
factor. That factor can be interpreted in terms of variables that load high on it.

Inthe ROTATED COMPONENT MATRIX,

Factor 1 has high coefficients for variables Customer Complaint Handling & Attitude and Behaviour
Factor 2 has high coefficients for variables Luggage Handling & Cleanliness

Factor 3 has high coefficients for variables Handling Delays and Cancellation & Safety

Factor 4 has high coefficients for variables Ease of Ticketing

Factor 5 has high coefficients for variables Catering Service

Factor 1 can be labeled as Sensitivity

Factor 2 can be labeled as Reliability

Factor 3 can be labeled as Responsiveness

Factor 4 can be labeled as Easy Ticketing

Factor 5 can be labeled as Catering Service

As factor 1 is treated as principal component, or the most determining factor, in this case,
Sensitivity is the most important factor related to private low cost airlines followed by Reliability,
Responsiveness, Responsiveness, Easy Ticketing and Catering Service according to the
passengers of low cost private airlines.
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Chi-Square Test

H1: There is no difference of opinion between the category of respondents (male or female
passengers) regarding the statement that even after its corporate restructuring the passenger
service quality in ia is still not satisfactory as compared to private airlines operating in india

Type Of Respondent Total Number Yes No
Male Passengers 52 40 12
Female Passengers 54 47 7

Using STASTICAL CALCULATOR, itis found that

Chi-square statistic =1.842
Degree of freedom =1
Probability of chance (p-value) =0.1747
Here p-value > & (4=0.05)

Therefore we accept the hypothesis

There is no difference of opinion between the categories of respondents (both male or female
passengers agreed) regarding the statement that even after its corporate restructuring the
passenger service quality in iais still not satisfactory as compared to private airlines operating in
India (Table 1 in annexure)

H2: There is no association between the perception of the young, middle aged and aged
passengers regarding the statement that even after its corporate restructuring the passenger
service quality in ia is still not satisfactory as compared to private airlines operating in india

Type Of Respondent Total Number Yes No
Young Customers(<25) 46 41

Age Group 25-40 44 35

Age Group 40-60 36 16 20

Using STASTICAL CALCULATOR, itis found that

Chi-square statistic =21.930
Degree of freedom =1
Probability of chance (p-value) =0.0000
Here p-value <a (4=0.05)

Therefore we reject the hypothesis
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The perception differs from the young and aged passengers regarding the statement that even
after its corporate restructuring the passenger service quality in ia is still not satisfactory as
compared to private airlines operating in India (shown in table 2 in annexure)

H3: There is no difference of opinion between the category of respondents (postgraduate, graduate

or undergraduate passengers) regarding the statement that the passenger service quality in
indian airlines has been improved after its merger

Using STASTICAL CALCULATOR, itis found that

Chi-square statistic =4.141
Degree of freedom =2
Probability of chance (p-value) =0.1261
Here p-value > 4 (2=0.05)

Therefore we accept the hypothesis

There is no difference of opinion between the categories of respondents (Postgraduate, Graduate
or Undergraduate Passengers, all disagreed) regarding the statement that even after its corporate
restructuring the passenger service quality in ia is still not satisfactory as compared to private
airlines operating in India (Table 3 in annexure)

H4: There is no difference of opinion among the economy and business class passengers

regarding the statement that even after its corporate restructuring the passenger service quality
in ia is still not satisfactory as compared to private airlines operating in india

Using STASTICAL CALCULATOR, it is found that

Chi-square statistic =4.894
Degree of freedom =1
Probability of chance (p-value) =0.0270
Here p-value < & (2d=0.05)

Therefore we reject the hypothesis
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There is difference of opinion between the Economy class and Business class passengers regarding
the statement that even after its corporate restructuring the passenger service quality in ia is still
not satisfactory as compared to private airlines operating in India (Table 4 in annexure)

Findings and Conclusions

After analysing the pre-merger data on the basis of among the eleven problem areas, five major
areas have been identified. As per factor analysis, Reliability of service in terms of safe and secure
journey and in terms of providing healthy and hygienic food to their passengers is rated as the
most fragile area in Indian Airlines before merger. In that very list the next feeble area is Staff
Assistance at the airport before or after the arrival or the departure of the flight towards their
passengers. Third and one of the major problems is the Responsiveness of the |A staff in general
and specially in complaint handling. The next problem is the regularity and availability of the flight
which needs to be taken care of by the management to improve the image of this age-old organisation.
The least rated problem area is Luggage Handling, a small percentage of the passengers have
rated this as a major problem.

Now the question comes to researchers mind whether there is any improvement after the merger,
and whether it is at per with its private counter parts with respect to passenger service quality. As
per factor analysis result ,Availability is found as the most problematic area in public Airlines
followed by Luggage Handling, Staff Assistance, Responsiveness , Assurance and Cleanliness
Again, while data collected from the passengers of private airlines to determine the most significant
factors in private airlines, factor analysis is presenting Sensitivity as the most important factor to
be considered followed by Reliability, Responsiveness, Responsiveness, Easy Ticketing and
Catering Service.

The chi-square test shows that, irrespective of gender, age group, educational background and
class there is no difference of opinion among the passengers regarding the statement that even
after its corporate restructuring the passenger service quality in ia is still not satisfactory as compared
to private airlines operating in India

Hence, this study reveals that this state owned public organisation is still suffering from the technical
problem like Availability of flighti.e. punctuality of the flights and easy availability of tickets followed
by some human factors such as Luggage Handling, Staff Assistance, Responsiveness and
Assurance. It also needs to focus on the tangible aspects like cleanliness of the aircrafts.It has
not yet achieved the desired state of performance to retain their existing position or to regain their
previous status. So in such competitive market when all other players are trying to attract the
passengers with lucrative offerings this age old airlines is still struggling mostly with some Behavioural
and attitudinal problems and if it continues in near future their existence will be in stake. So it's the
high time to make their people aware and make their service more passenger-oriented.

As per the observation of the researcher and some informal discussion with the 1A staff in Kolkata,
Delhi and Bangalore airport, its evident that after the merger most of the ground staff are not very
happy with their employment related issues comparing to Airindia staff. These job dissatisfaction
may lead to passenger dissatisfaction. For time constraint the researcher couldn’t cover the employee
satisfaction survey for the airlines staff. So in future, this study will be extended by building an
empirical framework on the relationship between employee job satisfaction and passenger
satisfaction
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FACTOR ANALYSIS OUTPUT:
(SERVICE QUALITY OF INDIAN AIRLINES-BEFORE MERGER)
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Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser Normalization.

a Rotation converged in 7 iterations.
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Factor Analysis Output — Service Qualty of Private Airlines
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Extraction Method: Principal Component Analysis.
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Even After Its Corporate Restructuring The Passenger Service Quality In la Is Still Not
Satisfactory As Compared To Private Airlines Operating In India (Table 1 to Table4)
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