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DETERMINING THE IMPACT

OF EXPERIENTIAL MARKETING
ON CONSUMER SATISFACTION:
A CASE OF INDIA'S LUXURY
COSMETIC INDUSTRY

Abstract

The growth of consumerism in the luxury cosmetic industry in India is backed by
the ability and willingness of the consumers to spend money, internet penetration,
awareness, and consciousness of luxury cosmetics from exposure to beauty brands.
Among other methods of marketing, the adoption of experiential marketing is gain-
ing ground. It is specifically relevant in the cosmetic industry as it creates behavioral
experience, brand experience, and brand engagement for appealing to the affective,
sensory, and intellectual aspects of the consumers. The study examines the impact of
experiential marketing on consumer satisfaction while identifying its importance in
the industry. With the help of a close-ended questionnaire, a survey was conducted to
examine the perception of 820 consumers of luxury cosmetics in India. SEM analysis
was conducted to examine the impact of experiential marketing on consumer satisfac-
tion using SPSS AMOS software. Herein, experiential marketing is represented by five
components i.e. relate, feel, think, act, and sense while customer satisfaction by three
components i.e. overall service quality, individual experience, and service quality, and
perceived expectation-actual performance. The findings of the study revealed the pres-
ence of a positive impact.

Keywords SEM, Indian cosmetic industry, brand image,
experiential marketing, consumer satisfaction
JEL Classification M31, M37, C51, L66

INTRODUCTION

With the day-by-day expanding market size and reach of the in-
dustry, the idea of experiential marketing is gaining its grounds
(Ueacharoenkit, 2013). Experiential marketing is identified as the
strategy wherein using the perceived emotional value of consumers,
a compelling experience of a product is created th7at is associated
with its intangible aspects in a customer’s psyche (Albatati et al., 2016).
The premiumization trend in the Indian cosmetic sector is moving
at a fast pace. This is backed by the ability and willingness of Indian
consumers to spend money on superior quality and exclusive goods.
Consumerism in the Indian luxury cosmetic industry is making a
shift towards ethical and conscious consumption that is driving the
industry (Sharma, 2019). The growth is further fueled by the increase
in internet penetration, which has opened up the Indian markets to
international brands. Moreover, an increase in awareness and con-
sciousness about luxury cosmetics from exposure to beauty brands
across the globe is driving the consumers in India (DtNext, 2020).

This shift in consumer preference and the growth of the e-commerce

industry have resulted in motivating consumers to have a more per-
sonalized experience in every purchase. Luxury cosmetics is the in-
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dustry based majorly on experience and it requires the engagement of consumers. Despite this, a few
studies have focused on exploring the concept of experiential marketing wherein the sole purpose is
to provide a memorable experience to the consumer. Experiential marketing helps in creating a better
brand image, earning consumer loyalty, retaining consumers, and even attracting new ones. Thus, it is
essential to examine the role of experiential marketing. Hence, this study would focus on bridging the
existing knowledge gap in modern marketing strategy contribution in influencing consumer satisfac-
tion by assessing Indian consumers’ perception of luxury cosmetics.

1. LITERATURE REVIEW

1.1. Overview of the Indian cosmetic
industry

The personal care and cosmetic industry are among
the fastest-growing consumer-based industries
in India. In a report published by Euromonitor
International, the luxury or premium beauty
and personal segment in India was estimated to
be around $774 million in 2018 (DtNext, 2020).
With the rise in the middle class and rich people’s
disposable income, the scope of market size will
reach up to USD 20 billion by 2025 (Crescendo
Worldwide, 2021). Consisting of different prod-
ucts, cosmetics hold the second-largest share in
the industry with a share of 12%. International
brands like Revlon, Calvin Klein, Estee Lauder,
Max Factor, Christian Dior, MAC, Bobbi Brown,
or Body shop have been in India for an extensive
period (Ministry of Economy and Industry, 2018).
Over past years, the tremendous growth experi-
enced by industry has been due to rising aspira-
tion among society for luxury products, change in
consumption pattern of teenagers with the desire
oflooking good, and improving purchasing power.
Even among men, changing lifestyle, growing af-
fordability, rise in media exposure, retail segment
growth, and wider availability have heightened the
desire for grooming (Assocham India & TechSci
Research, n.d.; Salins et al., 2019). E-commerce
and digitalization awareness and trends for glob-
al beauty brands witnessed another revolution.
Young Indians bypassing the traditional distri-
bution system hurdles now have access to world-
wide cosmetics brands and demand best-in-class
experience (Amberg & Fogarassy, 2019; Breuer et
al., 2019). The creation of a robust network shift-
ed the demand perspective of consumers from just
products to more attention and personalized ex-
perience-based market. This resulted in promot-
ing the Indian cosmetic industry to focus more on
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marketing strategies for dealing with intensifying
competition (Assocham India & TechSci Research,
n.d.; UK India Business Council, 2014).

1.2. Introduction to the experiential
marketing concept

In the modern competitive digitalized business en-
vironment, consumers are enriched with informa-
tion about different products and services even be-
fore their purchase (Reinartz et al., 2019). In these

situations, to have a positive attitude of consumers

and attract consumers, industries need to adopt
innovative strategies (Balakumar & Swarnalatha,
2015). As traditional marketing strategies do not
provide real-time exposure to consumers, the like-
lihood of having a favorable perspective is limited
(Dwivedi et al., 2021; Lockett, 2018). Thus, to cre-
ate an experience and manage consumers demand,
marketers have focused on using experiential mar-
keting. This technique is identified as the market-
ing concept focused on providing consumers with
the live experience of services and products at the

inquiry stage (Schmitt, 2011). Experiential mar-
keting focuses on supplying the factors which con-
tribute towards developing the company’s experi-
ential offering side by providing consumers access

to products before purchase (Urdea et al., 2021).
Targeting the consumer experience, this market-
ing provides sensory, rational, and emotional cog-
nitive-behavioral value. Experiential marketing

creates a brand image using consumer percep-
tion of products or services rather than physical

products (Aronne & Vasconcelos, 2009). This al-
lows companies to generate consumer satisfaction

by enabling them to acquire different perceptions

from the competitive product and a feeling of
niche during the consumption process (Wu & Lee,
2016). Further, experiential marketing engages the

factors of sense, feel, act, think, and relate and con-
tributes towards building relationships, increasing

loyalty, stimulating purchase, creating memories,
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and developing positive perception (Datta, 2017;
Smith & Hanover, 2016). Thus, experiential mar-
keting is an important marketing concept in this
competitive environment to create a segment for a
niche among consumers and help them obtain a
competitive advantage.

1.3. Advantages of experiential
marketing in the cosmetic
industry

Experiential marketing involves participation as
a measure to connect with consumers through
memorable experiences (Nyberg & Soini, 2017).
This marketing technique focuses on the function-
al quality of the product, communications, and
marketing campaigns, which needs to arouse the
senses, touch their hearts, and stimulate consum-
er minds (Muthiah & Suja, 2017; Deshmukh &
Harichandan, 2014; Kim & Sullivan, 2019). In the
cosmetic industry, this marketing strategy contrib-
utes towards the creation of brand experience di-
mensions that is not common to traditional mar-
keting. It is advantageous in the cosmetic industry
as the experience is tangible and personally rele-
vant to the consumers (Mohasoa, 2014; Bjerke et
al., 2020). The methods include the usage of direct
and creative engagement tools, which facilitates
enhanced interaction between consumers and cos-
metic industry brands (Reinartz et al., 2019; Wang
& Lee, 2021). Experiential marketing is further-
more important in the cosmetic industry as it cre-
ates an effective, sensory, intellectual, and behav-
ioral experience that can be controlled by the firm
(Labenz, 2019; Xu, 2020). This is unlike traditional
or social media marketing where brand image is
influenced by outside sources of peers, celebrities,
friends, and family (Mohasoa, 2014). Experiential
marketing creates a strong relationship between
brand personality and cosmetic brand experience
leading to the creation of loyal customers based
on consumer satisfaction. This creates trust by
delivering a luxury cosmetic brand experience to
achieve greater consumer loyalty (Ueacharoenkit,
2013). Furthermore, experiential marketing at-
tracts brand enthusiasts by building hype through
space and experience marketing in real-time. Thus,
experiential marketing creates a brand experience
by providing a memorable experience, relevance,
brand engagement for the affective, sensory, intel-
lectual, and behavioral experience.
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1.4. Importance of consumer
satisfaction

Customer satisfaction is a means to measure
the happiness of the consumers based on the
service, product, and capabilities of the firm
(Seyedaliakbar et al., 2016; Cruz, 2015; Giese &
Cote, 2000). Consumer satisfaction is important
as it creates informal communication and word-
of-mouth advertisement that impacts the profita-
bility of the businesses. Satisfaction leads to im-
provement in the retention of customers to match
customer needs and expectations (Nasir, 2017;
Rahman & Safeena, 2016). Consumer satisfaction
further contributes to the success of any organiza-
tion by influencing customer loyalty and impact-
ing business performance positively (Muhammad
et al., 2016). Even, a satisfied consumer leads an
organization to meet important customer require-
ments and identify distinct patterns or gaps in
the products thus motivating them to innovate
and differentiate their product (Ilieska, 2013).
Furthermore, as the cost of acquiring new cus-
tomers is more than retaining them, thus, deri-
vation of the customer helps in maintaining the
existing customers and drive customer loyalty
(Uncles et al., 2003). Customer satisfaction is fur-
ther important for firms as it is influenced by the
service, product, personnel, and image value of
products that are generated through unique and
differentiated customer experiences (Angelova &
Zekiri, 2011; Pei et al., 2020). This helps firms cre-
ate a better customer experience and enables them
to develop sustainable and long-term competitive
advantages (Accenture, 2015; Cheraghalizadeh et
al., 2021). Thus, customer satisfaction derivation
for an organization serves as the means of influ-
encing consumer loyalty, improving business per-
formance, identifying strengths and weaknesses
of the product, creating differentiated customer
experiences, and generating long-term competi-
tive advantage and innovation.

1.5. Empirical review: Relationship
between experiential marketing

and consumer satisfaction
Zena and Hadisumarto (2012) analyzed 80 re-
spondents to identify the impact of experiential

marketing on service quality, customer satisfac-
tion, and customer loyalty using SEM analysis on
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data gathered quantitatively. The findings suggest
that experiential marketing campaigns impact
customer satisfaction and also develop a compet-
itive advantage for the firm. Further, Kanopaite
(2015) used responses gathered from 243 respond-
ents who experienced experiential marketing to
show that the sense, feel, and act experiences of the
consumers significantly impact customer satisfac-
tion. The results also reveal the presence of a two-
way relationship between satisfaction and reten-
tion of consumers generated through experiential
marketing. Fatmawati et al. (2017) examined the
relationship between experiential marketing and
consumer satisfaction by surveying 100 customers
using a quantitative approach. The results of the
study reveal that the variables of experiential mar-
keting, specifically those of sense, think, feel, act,
and relate, have a significant influence on customer
satisfaction and in turn influence customer loyalty
as well. In addition, Ishara and Gayathree (2020),
encompassing 205 survey participants’ responses,
quantitatively assess the role of experiential mar-
keting in retaining customers. The findings sug-
gest that experiential marketing uses a custom-
er-centric approach that appeals to the emotional
and cognitive senses of the customer, which affect
customer satisfaction. Finally, Sharma et al. (2020)
surveyed 120 respondents using an online survey
to reveal that experiential marketing has a positive
impact on customer satisfaction and retention. The
empirical studies, thus, point to the presence of a
positive relationship between experiential market-
ing and customer satisfaction.

2. AIM AND HYPOTHESES

The study aims to determine the impact of experi-
ential marketing on the consumer satisfaction of
the Indian luxury cosmetics consumers.

Based on the aim, the hypotheses of this study are
as follows:

H,:  Experiential marketing does not have a signif-
icant influence on the consumer satisfaction
of the Indian luxury cosmetics consumers.

H:  Experiential marketing has a significant in-

fluence on the consumer satisfaction of the
Indian luxury cosmetics consumers.

http://dx.doi.org/10.21511/im.17(4).2021.06
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3. METHODOLOGY

The current study used structural equation mod-
eling (SEM) to examine experiential marketing’s
influence on consumer satisfaction. It is a set of
statistical techniques that are used to measure re-
lationships between observed and latent variables
and analyze them. SEM technique finds its place
in social science as it is both confirmatory and ex-
ploratory (Rahman et al., 2015). As this analysis
helps in adding more value to the results with the
associated technicality and the linkage building,
thus, this method is suitable for this study. Thus,
for estimating or establishing relationships be-
tween variables the steps followed in SEM analysis
include model specification, model identification,
model estimation, model evaluation, and mod-
ification to improve the reliability andstability
(Fan et al., 2016). With this, the present study uses
a quantitative data type of primary study to ex-
amine the perception of respondents. Herein, the
variables considered for the impact examination
are the experiential marketing aspect with the in-
clusion of sense, relate, act, think, and feel com-
ponents and consumer satisfaction with overall
service quality, perceived expectation-actual per-
formance, and individual experience and service
quality. The data is collected using purposive sam-
pling from 820 consumers purchasing luxury cos-
metics from stores in the Delhi NCR region with
the help of a close-ended structured questionnaire.
The questionnaire is formulated such that the in-
itial section consists of demographical character-
istics and background knowledge of consumers
about experiential marketing. Further, the infer-
ential section consists of statements measuring
the respective variables’ linkage. With the collect-
ed data, the perception of consumers is analyzed
using frequency analysis for demographic and
background analysis followed by SEM with the
help of SPSS AMOS software. As the assessment of
the dataset is done using the Cronbach’s alpha test
and the model is also evaluated, thus, the results
derived are ethical, valid, and reliable.

4. DATA ANALYSIS

The data were gathered from the 820 respondents.
The demographic analysis allows understanding
the background of the survey respondents. In this
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Figure 1. Demographic analysis based on gender, age, education, and occupation

respect, Figure 1 presents the frequency chart for
the respondents.

Figure 1 reveals that the maximum number of re-
spondents are female (66.8%), 18-34 years old, ed-
ucated with graduation(40.5%) or post-graduation
(35.5%), and are students (22.9%).

Further, the examination of income depicts that
about 41.6% have income up to Rs. 2,000,000,
39.1% visit stores very often, and 37.8% are married.
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The background analysis of the respondents is
conducted to understand the level of knowledge
of respondents on the subject and the parameters
under study. In this respect, the respondents were
asked to rate premium cosmetic brands on param-
eters of known and used, known but not used, not
known. The results are presented in Figure 3.

Figure 3 reveals that maximum respondents
know and have used products from MAC (51.2%),
L'Oreal (61.7%), and Estee Lauder (51.1%), while
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Figure 2. Demographic analysis based on income, visit, and marital status
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Figure 3. Background analysis on knowledge of luxury brands

they know and have not used the brands Bobbi
Brown (55.1%) and Forest Essentials (50%). A
similar analysis was undertaken for other luxury
brands, findings of which are reported in form of
a frequency graph in Figure 4.

The brands of Kama (49.6%), Clinique (52.4%),
Lancome (50%), Loccitane (55.1%),and Dermaloica
(52.8%) are known and used by the majority of re-
spondents. Further, consumers’ perceptions of the
usage, importance, and recommendation of luxu-
ry cosmetics stores are reported in Figure 5.

Herein, maximum consumers state that about
37.4% use luxury cosmetic products every day,
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43.8% think that it is somewhat important, and
47.3% would recommend purchase from the lux-
ury cosmetics store.

Figure 6 suggests that the majority of respondents
strongly agree that the luxury cosmetic brands
have integrity and reputation (38.5%) while 39.5%
agree to the contributors of staff support, and
36.1% - store locations.

Further, the majority of respondent agrees that
there is the influence of product quality (38.3%),
product availability (39%), and after-sale ser-
vice (34.1%) on luxury cosmetics consumers’
perception. The background survey thus re-
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Figure 4. Background analysis on knowledge of luxury brands

http://dx.doi.org/10.21511/im.17(4).2021.06

67



Innovative Marketing, Volume 17, Issue 4, 2021

28
00 4
35.0 282
4
200 17.1 o
15.0
1(5)8 . 5.4
0.0 L
> % 2 et >
8 3] % c ©
& 2 2 ) c
9] © © € 2
& € W © @
£ e ) S
s o c o
= @)
B

Usage

Yes
No

. w
veryimportant. NN <

o~
somewhat important || R =
i
Not at all important | °
IR
Sometimes - j:

Importance Recommendation
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veals that most respondents either know or have
used or know or have not used luxury cosmetic
brands, they use the products every day, deem it
to be somewhat important, would recommend
it, strongly agree to integrity and reputation,
while agreeing to staff support and store loca-
tions, product quality, product availability, and
after-sale service contributors of the luxury cos-
metic brands.

Data gathered for inferential analysis is used to
determine the effective model for building in
the linkage between experiential marketing and
consumer satisfaction. The statements are coded
and path-based analysis was developed between

the selected variables. For factor analysis, expe-
riential marketing is divided into the categories
of sense, feel, think, act and relate and three as-
pects of consumer satisfaction of overall service
quality (OSQ), individual experience and service
quality (IESQ), and perceived expectation-actu-
al performance (PEAP). A path-based analysis is
built using experiential marketing and consumer
satisfaction as latent variables. Further, the var-
iables like sense, act, feel, think, and relate are
included as factors leading to define the experi-
ential marketing for luxury cosmetics stores of
India while OSQ, IESQ, and PEAP contribute to
measuring consumer satisfaction.
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Herein, SEM analysis helps in computing the val-
ue of variables as per their factors and building the
linkage between experiential marketing and con-
sumer satisfaction (Figure 8).

Figure 8 establishes the linkage between variables.
Based on this model, initially, the examination of
the model fitness and reliability is done followed
by the impact assessment using the significance
value.

5. RESULTS

Before the assessment of the model, it is re-
quired to examine the efficiency of the model.
Thus, for the preliminary analysis, the reliabil-
ity and validity test is conducted to reveal the
presence of stability among the relationship be-
tween variables. The findings of the test are re-
ported in Table 1.

.20

Experiential

Marketing

Table 1. Reliability and validity test

Constructs = ASV = Msvy  Ave  crombach’s
: alpha
Relate 0390 | 0185 | 0535 0.986
Feel 0481 = 0328 0987 0.997
Think 0495 0328 1000 1,000
Act 0458 | 0276 . 0807 0.994
Sense 0424 0213 0812 0.997
0sQ 0.156 0.026 0.973 0.977
IESQ 0294 | 0183 | 0994 0.997
PEAP 0290 . 0183 : 0.990 0.995

It shows the result of Cronbach’s alpha values for
the statements of experiential marketing and con-
sumer satisfaction. These values are more than 0.7.
Thus, they are efficient to be considered in the model.
Further, as AVE > 0.5, ASV < AVE, and MSV < AVE,
all constructs are valid too. Hence, for the selected
latent variables, reliability and validity tests show
the presence of stability in the relationship. This de-
picts that the results derived from the analysis are

consistent enough to determine generalized results.

Customer
Satisfaction

Figure 8. Initial path diagram
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6. DISCUSSION

With the identification of constructs efficiency,
the examination of model adequacy is required.
Herein, the derivation of the optimal form of the
model is based on determining the efficiency of
the model using different absolute and incremen-
tal indices. Based on the model stated in Figure 8,
the comparison of model fitness has been drawn
with recommended value (Table 2).

Table 2. Model fitness examination for the original
model

modification index, the covariance between er-
ror terms is established, and based on that opti-
mal model is formulated. With this, the modi-
fied model fitness indexes are stated in Table 3.

Table 3. Model fitness examination for the final
model

: Value of the

‘ ‘ Recommended
Sr.No. i Index | measurement

‘ ‘ value

: model

2.23 <3
280
2.90

: Value of the
: i Recommended
Sr. No.: Index measurement

: value

; model
1 CMIN/DF | 18.47 . <3
2 INFI 0.91 : >.80
3 0.87 >.90
4 0.91 >.90
5 0.88 >.90
6 CFl 0.91 2.90
7 RMSEA | 0.15 <.10

The original model fitness values show that for
all the indexes the recommended value is not
derived, i.e. CMIN/Df (Normed/Relative Chi-
Square) value is 18.45, which is more than the
required limit of less than 3, NFI (Normal Fit
Index) value is 0.91 > 0.80, RFI (Relative Fit
Index) value is 0.87 less than the required value
of 0.90, IFI (Incremental Fit Index) has a value
of 0.91 > 0.90, TLI (Tucker Lewis Index) value
is 0.88 against the recommended value of 0.90,
CFI (Comparative Fit Index) has the value of
0.91 > 0.90, and RMSEA (Root Mean Square
of Approximation) value is 0.15, which is high-
er than the required level of 0.10. As the values
of CMIN/DF, RFI, TLI, and RMSEA are not
within the range of recommended values in the
original model, hence the stated model is not ef-
ficient for depicting the impact of experiential
marketing on consumer satisfaction.

Thus, modification in the model is required for
deriving an efficient model. Herein, using the

Table 4. Hypotheses testing

290 .

IN
=
o

0.04

Herein, the modified model efficiency examina-
tion depicts that for all the indexes the recom-
mended value is derived. CMIN/Df (normed/
relative Chi-Square) for the model is 2.23, which
is less than 3. NFI (Normal Fit Index) value is
more than 0.80 (0.99), RFI (Relative Fit Index), IFI
(Incremental Fit Index), TLI(Tucker Lewis Index),
and CFI(Comparative Fit Index) have their val-
ue as more than 0.90, which is 0.99 for all the in-
dices. Lastly, the RMSEA (Root Mean Square of
Approximation) value for the modified model is
less than 0.10, i.e. 0.04. Thus, having the derivation
of the absolute and incremental fitness, the assess-
ment of the linkage between experiential market-
ing and consumer satisfaction could be done.

Building on the adequate model, the influence of
experiential marketing could be derived on con-
sumer satisfaction. Herein the hypotheses are test-
ed at the 5% level of significance wherein the z-val-
ue of the model is 1.96. The results of the analysis
are shown in Table 4.

It is shown that the standard error value for the
linkage between consumer satisfaction and expe-
riential marketing is 0.04, which is low, hence the
level of biasness in the computation of the results
is low. Further, the CR value and the p-value of
the model help in having the assessment of the hy-

Dependent variable Independent variable

Estimate © S.E. | C.R.(z-value) : p (sig) value

Consumer satisfaction

Experiential marketing

0.92 0.04 21.57 0.00
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pothesis. As the value for the model is 21.57 > 1.96  consumer satisfaction) is rejected. Thus, it shows
and 0.00 < 0.05, thus the null hypothesis (there is  that experiential marketing has a significant influ-
no significant effect of experiential marketing on  ence on consumer satisfaction.

CONCLUSION

With the shift in the business market towards digitalization, the adoption of innovative strategies
by industries has been prevalent. The availability of information, better exposure, and demand
for more personalized experience motivated businesses to focus on consumer experience and earn
their loyalty. Experiential marketing has been identified as the strategy of using the perceived emo-
tional value of consumers to create a compelling experience of a product. It also creates a better
brand experience, enhanced brand relevance, and provision of intellectual and behavioral consum-
er experience. The lack of empirical evidence on the impact of experiential marketing in the con-
text of the luxury cosmetic industry in India served as a basis to undertake this study. The study of
consumers revealed a positive impact on consumer satisfaction.

In India, however, experiential marketing is still in a nascent stage. The concept is novel yet im-
mensely beneficial for companies as its principal aim is to communicate rather than direct their
behavior. Not only do experiential marketing methods create memorable experiences, but they also
give them unexpected ones. This prompts positive behavior on their end, as they tend to spread
their pleasant experiences through word of mouth. Considering the luxury cosmetics space, it
has been highlighted before that primary evidence on the phenomenon is lacking. Moreover, the
phenomena of brand experience and the emotional responses to luxury cosmetics itself are under-
explored. Evoking emotional responses is critical in creating a product’s experience today, par-
ticularly of luxury goods, for differentiation from other brands. Since the chief aim of experiential
marketing is to create such an emotional response, it is indispensable to luxury cosmetics today,
which has been established in this study through primary findings.

This study, however, faced some limitations. Studying experiential marketing and its benefits from
the side of the companies would have provided another dimension and strengthened the findings.
Moreover, a wider sample population could have been reached, i.e across the country, as consumer
preferences tend to change with demographics. Therefore future research in this subject can take
into consideration these limitations to manoeuver their study strategy accordingly.
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