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Abstract 

The study concentrates on researching the service del ivery of KMF Nandini .The study covered the 
geographical areas of Karnataka Co-operat ive Milk Producers Federat ion (KMF) wh ich includes 
the cit ies of Bangalore, Mysore, Mandya, Kolar ,Shimoga,Dharwar and Tumkur.The Study wil l 
concentrate primari ly on the KMF based milk unions. The empir ical paper at tempts to identify the 
percept ions of consumers towards service delivery of K M F Nandini. The paper tries to identify the 
gaps between consumer expectat ions and the actual del ivery of KMF Nandini. 

1. Introduction 

In India, dairying is recognized as an instrument for social and economic development. The 
nation's milk supply comes f rom mill ions of small producers, dispersed throughout the rural areas. 
These farmers maintain an average herd of one or two milch animals, comprising cows and/or 
buffaloes. The animals' nutritional requirements are largely met by agricultural waste and 
byproducts (Gupta, 1987). Ample labor and a small land base encourage famners to practice 
dairying as an occupat ion subsidiary to agriculture. Whi le income f rom crop production is seasonal, 
dairying provides a stable, year-round income, which is an important economic incentive for the 
small farmer to take to dairying. 

Milk product ion in India is dominated by small and marginal landholding farmers and by landless 
labourers who, in aggregate, own about 70 percent of the national milch animal herd (Gupta, 
1983). As crop product ion on 78 percent of the agricultural land still depends on rain, it is prone to 
both drought and f loods, rendering agricultural income uncertain for most farmers. Shackled to 
subsistence product ion as a result of a shortage of f inance and credit facilit ies, these farmers 
become entangled in a strangling debt cycle. The combinat ion of an unfavourable land: person 
ratio and f ragmented landholdings makes it difficult to support large famil ies on crop income alone. 

The successful Indian dairy development programme Operat ion Flood has shown how food aid 
can be used as an investment in building the type of institutional infrastructure that can bring about 
national dairy development. Programmes like Operat ion Flood, wi th similar policy ohentat ions, 
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may prove to be appropr iate to dairy development in other As ian as wel l as Afr ican countr ies since 
the condi t ions that prevail in dairy ing today in a number of developing countr ies are comparable to 
those that once were found in India. In the early 1950s, India was commercia l ly import ing around 
55000 tones of milk powder annual ly to meet the urban milk demand. Currently, many developing 
countr ies either commercia l ly import dairy products on a large scale or rely on donat ions to meet 
the gap between demand and supply of milk products. Together, developing country imports 
account for over 70 percent of total wor ld trade in milk products (FAO, 1993) 

2. Indian Diary Market 

The introduct ion of modern process technolog ies for the large scale product ion of Indian milk 
products, inc luding mithais, has prov ided an opportuni ty to the organ ized dairy sector to expand 
its market and ensure f inancial stabi l i ty and s teady growth. This deve lopment is also hav ing a 
t r i cked-down ef fect on the ent repreneurs in the tradi t ional dairy sector w h o are modern iz ing their 
age-o ld mi tha i -making methods and coming out wi th new product formulat ions. The tradit ional 
dai ry products sector wil l play a vital role In va lue-added uti l izat ion of rapidly increasing milk 
product ion in the country. 

Despi te the w idespread popularity and acceptabil i ty of tradit ional milk products in the Indian mil ieu, 
the organized sector has still not been able to fully tap their market potential for many reasons. 
S o m e of the most important ones are: 

(a) Inadequacy of appropriate technologies for their large-scale production; 

(b) Inadequacy of appropriate packaging systems and labeling to take care of new patterns in 
consumer demand; 

(c) Inadequacy of quality assurance systems in fulfi l l ing the latest standards of hygiene and 
product safety; and 

(d) Inadequacy of market intel l igence to understand the mind-set of prospect ive entrepreneurs and 
inspire conf idence in them to undertake commerc ia l product ion of these products. 

The organized dairy sector has so far not been able to take the ful l advantage of these products, 
as its current market ing systems do not permit the eff icient distr ibution of short-shelf life products. 
The tradit ional milk products sector has the potential of emerg ing as a wel l -structured segment of 
the dairy industry. Recently, a few organized dair ies have started product ion of some of the 
commerc ia l ly important dairy products on a large scale, but their impact has been l imited. 
Organized product ion and market ing would permit eff icient distr ibut ion of these products to meet 
the needs of the consumers as wel l as ensure higher returns to rural milk produces in rural areas. 
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Product ion and market ing of t radi t ional milk sweets is most ly a smal l -sca le and scat tered af fa i r 
conf ined to the 'halwa' shops in the local market . O n e reason for this is their short shel f life. T h e 
t radi t ional sweets sector, wh ich absorbs substant ia l propor t ion of mi lk product ion, has rece ived 
little at tent ion due to its concent ra t ion in the non-organ ized sector. On ly s o m e select ive a t tempts 
have been made in the past to unders tand di f ferent d imens ions of this sector, viz., raw mater ia l 
use, product portfol io, market ing tact ics, etc. At the same t ime, re levant project ions regard ing 
this sector have so far proved a dif f icult talk in v iew of its s t ructure and spread. 

Milk Consumption Pattern: A n est imated 54 per cent of India's milk product ion is converted into 
products, both traditional and western, in this, the share of tradit ional products is about 50 per cent, 
account ing in 2001 for a little over 42 mill ion tones of milk that yields over 10 mil l ion tones of 
mithais and other related products per year. The growth projections of their demand in the 
organized sector are presented in Table 1. 

Table 1: Milk Consumption Pattern 

Product Demand 1988 Projected demand 2009 

Ghee 100000 200000 

Cheese 4200 15000 

Paneer 1000 16000 

Shrikhand 3000 5650 

Rasogol la 1600 6000 

Gulabjamun 3000 5850 

Source : Dairy India 2007 

As the total expendi ture on milk and milk products rises, consumers tend to spend proport ionately 
less on liquid milk, ghee and butter and more on other milk products wh ich include mi lk-based 
sweets, curds, paneer, ghee, butter etc. 

Undoubtedly, the major chal lenge for the dairy sector in any developing nat ion is to increase milk 
product ion in order to meet the increasing demand result ing f rom the almost inevitable expansion 
of populat ion and, presumably, growth of income. To meet this chal lenge, policies must become 
more market-or iented. The adopt ion of appropriate technologies for product ion, procurement, 
processing and market ing - after the unique environmental , social, economic, polit ical and cultural 
envi ronment of the individual country has been considered - is an important aspect of dairy 
development . Those national governments and international institutions for which the dairy sector 
is a major concern should accept the chal lenge and formulate policies that integrate and buttress 
the major funct ions of dairy development . 
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3. The Karnataka Co-operative Milk Producers Federation (KMF) 

The Karnataka Co-operat ive Milk Producers Federat ion (KI\/IF) on its part, which was fo rmed 
dur ing the early 1980s, has taken t remendous str ides in its operat ions all over the States of 
Karnataka T h e Federat ion has now establ ished 13 Milk Unions, wh ich cater to almost 35 per cent 
of the populat ion of Karnataka, through its Milk Unions dotted in the major cities of Karnataka. 
Over the last two decades, the KMF has met wi th a good degree of success in market ing its brand 
of Milk and Milk Products all over the state. However, the federat ion faces several problems which 
are directly affect ing further growth. The f inancial per formance of a majority of the Milk Unions is a 
matter of worry for the KMF's top management , which is now striving hard to see the turnaround of 
all the Unions is showing dismal f inancial per formance f igures. The federat ion has been trying out 
several ways of uti l izing the excess milk inflow. It has been cont inuously trying out on creat ing 
value adding products like Sk immed Milk Powder, Butter, Ghee, Pedas, Buttermilk, Flavored Milk, 
Ice Creams, Badaam Powder, Cheese, and even Mysore Pak. These efforts have never been so 
heightened in the recent past as could be observed by the hectic market ing efforts of the KMF in 
appoint ing several wholesalers, retailers, and even franchises and vending t)ooths to sell these 
products. Unfortunately, all these efforts have not y ielded the desired results, in-as- much as the 
efforts of the Dairy Industry has not been met wi th an either equal match of even a subl imal match 
consider ing the enormity of production. There are several inherent bott lenecks in the system of 
distr ibution and promot ion of the products. 

This study intends to provide feedback of service del ivery for KMF Nandini. 

4. Objectives of the Study 

1. To analyze the per formance of K.iVI.F- wi th special reference to its service delivery; 

2. To f ind out the customer percept ions towards KMF Nandini 

5. Scope of the Study 

The study concentra tes on researching the serv ice del ivery of K M F Nandin i .The study wil l cover 
the geographica l areas of Karnataka Co-operat ive Milk Producers Federat ion (KMF) wh ich 
inc ludes the cit ies of Bangalore, Mysore, Mandya, Kolar,Shimoga,Dharwar and Tumkur .The 
Study wil l concent ra te primari ly on the K M F based milk unions. These Seven Milk Unions 
s i tuated in the above cit ies are fair ly representat ive of the K M F operat ions, and hence, the Study 
wil l pr imari ly be restr icted to these Unions wi th part icular reference to service delivery, brand 
loyalty and cus tomer segments . 
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6. Research design 

The study is one of a management problem at top echelons, but related to strategising its 
operat ions f rom the grass roots. In a way, this Study will have mult i farious ramif ications in reaching 
the desired Research objectives and there by has to be studied in a wider angle. Hence, the 
sampl ing plan consisted of researching 100 respondents in each of the 6 target markets of Mysore, 
Mandya, Kolar,Shimoga,Dharwar and Tumkur and 200 respondents In Bangalore city selected for 
Research purpose in the consumer category, making the total sample to 800. The data collected 
is analyzed with the help of appropriate statistical tools and techniques for arriving at the accurate 
f indings and conclusions. 

7. Results and discussions 

1. Identifying factors of service delivery 

A n important quest ion before the researcher was to identify the factors on wh ich the var iables can 
be measured. Factor analysis can assist to identify the underly ing factors that def ine the service 
del ivery of a company. Factor analysis is useful in yielding easily understandable factors that 
convey the essential information contained in the original set of variables. Thus it was decided to 
use factor analysis in the present study. The "principal component analysis" and var imax rotation 
has been employed for the purpose of extraction and rotation of factors respectively. A total of 6 
factors emerged f rom the factor analysis. 

KMO and Bartlett's test of sampling adequacy 

The Kaiser Meyer OIkin measure of sampl ing adequacy was used assess the appropr iateness of 
factor analysis. Table gives the statistics produced by the variables. 

Table 2: KMO and Bartlett's Test 

Kaiser-Meyer-Olkin Measure of Sampl ing Adequacy. .926 

Bartlett 's Test of Spherici ty Approx. Chi -Square 24965.166 

df 630 

Sig. .000 

T h e K M O va lue is .926 and this is cons idered to be adequa te to proceed wi th factor ana lys is of 
the data. This indicates that there is a high presence of corre lat ion amongs t the var iab les. The 
Bart let t 's test of spher ic i ty is 24965.1 , wh ich is h igh value, and it is s igni f icant at .01 levels. So 
factor analys is wou ld provide stat ist ical ly rel iable in format ion. 
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In table below the information containing all six possible factors and their factor loadings are 
featured. After rotat ion majority of the var iance is explained by factor 1 and thereafter the fol lowing 
5 factors increase only by a smal l percentage of var iance explained. 
Factor 1- Customer service 
Factor 1 accounts for 33.371% of the variance. The factor is made up of 14 variables that had 
highest loadings. These var iables relate to customer related issues. 

Factor 2 Brand Image. 
Factor 2 accounts for 7 .037% of the variance. The factor is made of 2 var iables that relate to 
brand equity of the company. 

Factor 3-Accessibility and Availability 
This factor consists of 6-varaibles of high factors loading. Factor 3 accounts for 4 .777% of the 
variance. 

Factor: 4- Prices and offers 

Factor 4 accounts for 4.086 % of the variance. Prices and offers mal<e up this factor. 

Factor 5: quality of product and services 
Factor 5 accounts for 3 .527% of the variance. This factor consists of 4 var iables that are related 
to qual i ty of the product. 

Factor 6- Tangibles 
Factor 6 accounts for 3 .104% of the variance. This factor includes 4 var iables that relate to 
physical appearance of the outlets. 

Table 3: Factor analysis of service delivery aspects of KMF Nandini 

Factor 1: Customer service 1 2 3 4 5 6 

Providing quick service del ivery .612 

Dependabi l i ty of service .569 

Providing clear and precise 
information about products by 
retailer 

.653 

Quickly responds to special 
requests and orders .617 - .453 

Remembers previous problems 
with the products .574 - .403 
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Factor 1: Customer service 1 2 3 4 5 6 

Returns the balance properly .583 - .304 

Pays attention to Individuals .389 .378 

Employees ' approachabi l i ty and 
wi l l ingness to help customers 

.537 

At tends to Physical ly 
Chal lenged persons and 
Senior Cit izens 

.588 

Making the effort to understand 
the needs and expectat ions of 
customers 

.439 

Responsive and sensit ive to 
customer complaints, 
suggest ions and problems 

.560 .305 

Wi l l ingness to explain detai ls 
and clarify doubts about its 
products 

.537 

Readi ly approachable / 
avai lable by customers .419 

Factor 2 Brand image 

No of Years of existence in 
business 

.589 .403 

Good will of the outlet 
(Brand equity) 

.640 .347 .325 

Factor 3 Accessibility and 
Availability 

Convenient t ime of product 
supply 

.604 .464 

Availabil i ty on all days .600 .458 

Immediate availabil ity .464 .573 
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Factor 3 Accessibility & 
Availability 1 2 3 4 5 6 

Proximity to store outlet .537 .419 

Home del ivery .588 

Timely supply .439 .305 

Availabil i ty of products in one 
roof .647 

Range of products under one .621 

Factor 4 Prices and offers 

Compet i t ive prices .627 .580 

Concessional and discounted 
fares for bulk purchases .710 

Providing rebates for regular 
purchasers .623 - .325 

Festiva; offers and packages .679 - .347 

Factor 5 : Quality of 
product and services 

Good Quali ty (taste) .633 

Good Quality (no storage) .643 

Product packing and 
presentat ion 

.596 

Product label ing statutory 
information 

.502 .641 

Factor 6 : Tangibles 
Sign Board and other s ignages 
writ ten properly .336 .541 

Merchandis ing and display .356 .649 
Seating ar rangement at the 
shops .243 .359 ,623 

General main tenance of shops .595 
E x t r a c t i o n M e t h o d : P r i n c i p a l C o m p o n e n t A n a l y s i s 

Vol 1 Issue August 2008 AJMR (33) 



2. A n a l y z i n g s e r v i c e de l i ve ry f a c t o r s 

The analysis of the factors by mean scores suggests that the expectat ions for all the factors are 
higher than the delivery (Table 4). Quali ty of product and services are the most expected factors 
by the customers, fol lowed by accessibil i ty and availability. All other factors are given due 
importance with scores above 3.50. The actual delivery of KMF is slightly below expectat ions with 
quality and accessibi l i ty being rated higher than other factors. The dif ference between the 
expectat ions and delivery were evident and statistically tested by paired sample tests. 
As can be seen f rom the tables the gap is higher for tangibles and prices and offers suggest ing 
company can look into the matter of designing the outlets more effectively. 

Table 4: A n a l y z i n g the f a c t o r s to f i n d the se rv i ce de l i ve ry g a p s 

EXPECTATIONS EXPECTATIONS 

FACTORS MEAN STD. DEVIATION MEAN STD. DEVIATION 

Customer service 3.76 .654 3.59 .623 

Brand image 3.82 .816 3.72 1.462 

Accessibi l i ty and Availabil i ty 3.97 .823 3.82 .766 

Prices and offers 3.65 1.359 3.43 .924 

Quality of product and services 4.08 .725 3.91 .763 

Tangibles 3.81 .917 3.52 .767 

F igu re 1: A n a l y z i n g the f a c t o r s to f i n d t he s e r v i c e de l i ve ry g a p s 

A n a l y z i n g t h e f a c t o r s t o f i n d t h e s e r v i c e d e l i v e r y g a p s 

Tang ib les 

Qua l i t y of p roduc t a n d se rv i ces 

Pr i ces a n d o f fe rs 

Access ib i l i t y a n d Avai lab i l i ty 

B r a n d i m a g e 

C u s t o m e r se rv i ce — A 

E x p e c t a t i o n s 

De l i ve ry 

3 3 . 2 3 .4 3 . 6 3 . 8 4 4 . 2 

M e a n 
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Research Hypothesis: there is significant gap in KIMF service delivery. 
Paired sample tests were conducted for all the factors to f ind the di f ferences between expectat ions 
and actual delivery. From table 7 it can be seen that for all the factors the di f ference is signif icant. 
This means that there is a gap between expectat ions and delivery as d iscussed earlier. The paired 
sample correlat ions suggest the associat ions between expectat ions and delivery are slightly 
posit ive for customer service and accessibil ity, but the associat ion is not very strong 

Table 5. Paired statistics for expectations and delivery 

Mean Std. Deviat ion 
Std. 

Error Mean 

Customer service Expectat ions 3.76 .655 .018 
Del ivery 3.59 .623 .017 

Brand image Delivery 3.82 .816 .022 
Delivery 3,72 1.462 .039 

Accessibi l i ty and 
Availabi l i ty 

Delivery 3.97 .821 .022 

Delivery 3.82 .765 .020 
Prices and offers Expectat ions 3.65 1.359 .036 
Qual i ty of product and Expectat ions 4.08 .725 .019 
services 

Delivery 3.43 .924 .025 
Delivery 3.91 .763 .020 

Tangibles Expectat ions 3.81 .917 .025 
Delivery 3.52 .767 .020 

Table 6: Paired Correlations between expectations and delivery 

Correlat ion Signif icance 

Customer service Expectat ions 
Delivery 

.381 .000 

Brand image Expectat ions 
Delivery 

.109 .000 

Accessibi l i ty and Availabil i ty Expectat ions 
Delivery 

.342 .000 

Prices and offers Expectat ions 
Delivery 

.283 .000 

Quali ty of product and services Expectat ions 
Delivery 

.317 .000 

Tangibles Expectat ions 
Delivery 

.320 .000 
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Table 7: Paired Samples Test 

Pa i red D i f f e rences 
t S i g 

(2- ta i led) . . . 

F a c t o r s M e a n Std . 
Dev ia t i on 

S td . 
Er ror 
M e a n 

9 5 % C o n f i d e n c e 
in terva l o f t h e 
D i f f e rence 

L o w e r U p p e r 
C u s t o m e r 
se rv i ce 

D - E .16 .712 .019 .13 .20 8 . 6 2 0 .000 

B r a n d i m a g e D - E .10 1 .594 .043 .02 .19 2 . 4 5 6 .014 

Access ib i l i t y 
a n d 
Ava i lab i l i t y 

D - E .15 .911 .024 .10 .20 6 . 0 9 6 .000 

Pr ices a n d o f fe rs D - E .23 1.411 .038 .15 .30 6 . 0 2 9 .000 

Qua l i t y o f p roduc t 
a n d se rv i ces D - E .17 .870 .023 .13 .22 7 . 3 6 7 .000 

Tang ib les D - E .29 .990 .026 .24 .34 11 .070 .000 

7. Research findings 

iVIajor contr ibut ion of the s tudy was the identi f icat ion of 6 factors of serv ice del ivery wh ich can be 
evaluated. W e feel these wou ld inf luence the f raming and evaluat ion of serv ice del ivery act iv i t ies 
of K M F Nandini . The factors identi f ied were cus tomer service, Brand image, Accessibi l i ty and 
Availabil i ty, Pr ices and offers, Qual i ty of product and services, Tangibles. 

Service delivery gaps 

The analysis of the factors by mean scores suggests that the expectat ions for all the factors are 
higher than the delivery. Quali ty of product and services are the most expected factors by the 
customers, fol lowed by accessibil i ty and availability. The actual delivery of KMF is slightly below 
expectat ions with quality and accessibil i ty being rated higher than other factors. The di f ference 
between the expectat ions and delivery were evident and statistically tested by paired sample tests. 
The gap is higher for tangibles and prices and offers suggest ing company can look into the matter 
of designing the outlets more effectively. 
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8. Conclusion 

This research explores the s igni f icance of identi fying the service del ivery gaps of any service 
provider. Effort has been made to study the expectat ions and percept ions of consumers towards 
service del ivery of K M F Nandini. The study identif ied 6 factors, which inf luence service del ivery of 
K M F Nandini . The study also found signif icant gaps between expectat ions of the consumers and 
actual del ivery of the company. The f indings also suggest the service providers to enhance the 
ef fect iveness and eff ic iency of the service del ivery system, wh ich consti tute factors of strategic 
attr ibutes. Such steps wil l help a lot to achieve corporate goals and object ives. 
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