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Abstract

In the era of Artificial Intelligence, everything is navigating from physical to
digital making it significant to study the significance of the Phygital Paradox.
This study intends to investigate and validate phygital marketing and its
dimensions to assess the influence of phygital marketing on the customer
experience in the Indian hospitality industry. The study adopted online and
offline questionnaires for data collection. The hotel s managers and the hotel s
guests provided a total of 86% responses, which were then compiled using
a convenience sampling technique. The hypothesis was examined using the
structural equation modelling approach. The results confirmed a significant
impact of phygital marketing on customer experience. The findings guide
hospitality industry managers to use the phygital marketing approach to
enhance customer experience. The connection between phygital marketing
and customer experience gives managers a comprehensive and structured
approach to improving customer experiences. Advancing from existing
marketing and customer experience literature, this study contributes to the
phygital marketing and customer experience literature in the hospitality
industry context by empirically testing the relationship between phygital
marketing and customer experience and developing a phygital marketing and
customer experience framework (PM-CX). This study would be beneficial
for market practitioners and hospitality sector managers to elevate customer
experiences.
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Introduction

The Indian hospitality industry, pioneered by the hotel market, has
emerged as the eminent sector driving the country’s economic growth. India
has a rich diversity in its culture and has been attracting many tourists from
across the globe. The hospitality sector has had significant space for growth,
accounting for more than 8% of the workforce and creating an estimated 15
million new employment in the last few years. It is one of the most lucrative
industries. It is one of the top sectors bringing direct foreign investment to the
nation.

The advent of technology has altered customer needs, tastes, expectations,
and habits. Customers today are more knowledgeable and in control because
they expect a customized experience at every stop along their journey.
Artificial intelligence, big data, the internet of things, mobile, and virtual
reality are examples of digital transformation technologies that provide a
distinctive, personalized guest experience. There are several methods to offer
customers an incredibly personalized experience from the time of initial hotel
research to the point of post-stay, ranging from mobile-friendly websites, apps,
and contactless check-in to virtual concierge services, built-in wi-fi coffee
makers, and much more. Consumers today increasingly place a higher value
on experiences than they do on goods or services (Klaus & Nguyen, 2013;
Jaworski, 2018). A brand-new customer experience called “phygital” has
arisen, fusing the traits of both the physical and digital worlds (Batat, 2019a,
2019b, 2021, 2022). As a result, marketing researchers and businesses now
place the highest premium on offering crucial phygital customer experiences.

The phygital approach creates unique and immersive experiences by
combining physical and digital tools, platforms, devices, and technology.
In order to provide value to their clients, phygital uses a holistic approach
in communication, marketing, branding, advertising, product innovation,
pricing, etc. The phygital experience encompasses several factors that can be
implemented in different areas as it is not just confined to retail and marketing.
The phygital approach will outline a new experience form, combining the
physical and digital worlds (Rigby, 2011). In addition, this paper will propose
that researchers and scholars define and comprehend the impact of digital and
physical marketing tools on customer experiences.
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Previous studies have provided significant insights into the relationship
between phygital marketing and the customer experience in retail, fashion,
education, lifestyle, and banking context (Mbaabu, 2020; Banik, 2021; Klaus,
2021; Pangarkar et al., 2022). This paper intends to explore and validate the
dimensions of phygital marketing and measure the effect of phygital marketing
on customer experience in the hospitality industry. The phygital approach aims
to establish a continuum in the value delivery process to give outstanding and
memorable customer experiences. Phygital designates a multi-dimensional,
integrative, and holistic ecosystem. The phygital method has garnered growing
interest in research due to the requirement for a framework that provides a
thorough view of customers and their expectations and an understanding of
the factors that influence customers’ phygital experiences. The objective of
this study is to validate and investigate the dimensions of phygital marketing
and to assess the influence of phygital marketing on customer experience in
the Indian hospitality industry.

Literature Review

Phygital Marketing

The pragmatic shift in the marketing communication landscape, which
is now a blend of the physically present and digitally connected marketing
environment, was made possible by the digital revolution (Winer, 2009;
Vernuccio & Ceccotti, 2015). Online marketing activities are managed
over digital touchpoints like social networks. In contrast, offline marketing
communication activities are managed over physical touchpoints and
traditional media channels (e.g., printed materials) (Vernuccio et al., 2021).
The technologies dominate the ability to integrate many engaging features of
the in-person buying experience with digital search and payment methods. This
impressive and prevalent integration has been called a “phygital revolution”
(Johnson & Barlow, 2021). The phygital approach is frequently used in the
existing literature on customer experience, pointing to multichannel, cross-
channel, and omnichannel, a practical approach that confines its application.

Batat (2021) suggests that customer experience researchers consider
phygital as a holistic ecosystem as an integrative approach beyond the
channel marketing perspective. The phygital marketing approach incorporates
multiple marketing channels, communication tools, and several components
of the customer experience. Phygital is a broad framework that describes a
multi-dimensional, integrative, and holistic ecosystem. As a result of the need
for a framework that offers a comprehensive perspective on customers and
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their demands and identifies the factors that influence customers’ phygital
experiences, the phygital approach has drawn increasing interest in research.

According to the extant literature on marketing and management, future
activities will be progressively personalized and focused on the needs of
individual customers. Marketing has to adapt to the challenges of the future,
integrating marketing physical and digital marketing tools and application of
phygital strategies into its analysis, planning, and communication processes
for enhancing customer experience (Seck & Philippe, 2013; Shobeiri
et al., 2014; Cao & Li, 2015; Lemon & Verhoef, 2016; Brun et al., 2017;
Ahn & Back, 2018; Bueno et al., 2019; Shandilya et al., 2023; Shandilya &
Srivastava., 2023).

Phygital Marketing and Customer Experience (PM-CX)

The emerging technologies enable hyper-connected customers to deliver
phygital experiences by improving customers’ physical experiences and
digital experiences. Technologies are enforced to develop hybrid physical
and digital experiences (Srivastava, 2023). Kajekar (2018) affirms that the
phygital approach combines two worlds: physical for reliability, trust, and
human link and digital for data collection and analysis, making it all together
with a significant approach. It can change the entire scenario of the customer
experience.

The origin of the concept phygital was initially coined by Chris Weil in
2007 by an advertising agency ‘Momentum’ however, the phygital experience
concept was for the first time used in 2017 by the World Marketing Congress
of the Academy of Marketing Science (Rossi & Krey, 2018). The phygital
marketing and customer experience framework refers to the interactions
between physical and digital marketing communication tools in the phygital
ecosystem. The phygital marketing and customer experience (PM-CX), an
integrated research approach that focuses on improving customer experiences,
should also be able to pinpoint the pertinent touchpoints between customers
and businesses. Therefore, developing the customer experience framework
in phygital settings is relevant for all physical and digital marketing
communication instruments.

The concept of a whole experience is promoted by the phygital marketing

and customer experience (PM-CX) approach. According to a phygital
research methodology, phygital marketing should make it easier for clients to
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migrate between physical and digital settings, while preserving and increasing
their experience throughout the full consumption cycle. Additionally, this
incorporates technology that immerses customers. The idea of coordinating
numerous physical and digital marketing techniques works in cooperation
with the atmospheric, human, functional, cognitive, and symbolic components
presented by physical settings to maintain engaging and intense client
encounters (Batat, 2019a). The framework for phygital enables organizations
to concentrate on the versatility of their technologies, and it must be evaluated
from the standpoint of the consuming environment. As a result, it is critical to
determine customers’ readiness to adopt technology before it is implemented
(Poushneh & Vasquez-Parraga, 2018; Tuan, 2021).

The phygital marketing and customer experience method provides
an integrated and comprehensive approach to the customer’s experience,
connecting physical and digital areas. The act of turning digital customer
experiences into physical ones is referred to as “phygitalization,” and it
enhances the phygital experience. These two procedures are prioritized under
the framework for phygital marketing and customer experience. Digitalization
is the process of transforming physical customer experiences into digital ones.
As a result of the transition from physical to digital, the physical customer
experience needs to be enhanced.

Phygital is a multifaceted framework that gives appropriate customer
experiences by combining consumers’ demands. It can be thought of as a
holistic perspective. The phygital goal is to make it easier to give reliable
consumer value in hybrid situations. By facilitating customers’ movement
between digital and physical areas, phygital enables businesses to offer
appealing experiences in hybrid contexts. Several studies, including those
by Akter et al. (2021); Klaus and Nguyen (2013), have investigated the
interaction of offline and online offers. Clearly, no framework in place
clarifies how customer experiences in the physical and digital worlds are
related (Batat, 2019a). Researchers and organizations may investigate
phygital customer experiences integrating digital and physical features to
find the most significant contrasts and affinities between digital and physical
customer experiences (Srivastava et al., 2023). The phygital marketing and
customer experience (PM-CX) approach provides a comprehensive picture of
the phygital environment’s shifting dynamics.

Since the use of phygital marketing also helps interactive and
personalized experiences because these concepts are tied to one another, it is
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clear from existing studies that marketing channel strategies for collective and
individualized customer experiences (Cao & Li, 2018). It is crucial to research
the use of phygital marketing in the context of customer experience because
some marketing experts claim that there is a lack of research on customer
experience management, particularly in a phygital environment (Maklan et al.,
2017; Kranzbiihler et al., 2018; Varnali, 2018; Hamilton & Price, 2019). The
phygital combines the most significant elements of the digital and physical
worlds to deliver a more positive customer experience (Klaus, 2021). As a
result, the following hypotheses were suggested:

HI: There is a significant influence of phygital marketing on customer
experience.

Hla: There is a significant influence of physical marketing on customer
experience.

HI1b: There is a significant influence of digital marketing on customer
experience.

Promotional Tools Phygital Marketing

Communication
Tools —

Physical Marketing

»| Customer Experience

Online
Communication Tools > Digital Marketing

Online CRM Tools /

Online
Advertising Tools

Fig. 1: Conceptual/Research Model
Research Methodology

Data Collection and Sample

The hospitality industry indelibly influences India’s rich culture. The hotel
business greatly influences India’s excellent hospitality. Thus, it is clear that
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the nation is highly skilled at providing a spectacular customer experience. The
study focused only on Northern India because several large private chain hotels
are based there. The study scope includes the states and UTs of J&K, Punjab,
and Delhi NCR and the three largest private chain hotels in Northern India:
ITC, Radisson, and Taj. Two groups of respondents, one from the hotel staff
and the other from the hotel’s guests, were used to gather the data. Managerial,
executive, and supervisory hotel employees were questioned about the use of
physical and digital marketing tools to enhance customer experiences, and
the hotel guests were enquired about their customer experience at their hotels
adding two different viewpoints to the study which indeed is magnifying the
scope of the study. In contrast, guests were questioned about their interactions
with these tools and the overall hotel experience. Data was collected by using
both online and offline questionnaires. Out of the 350 questionnaires, a total
of 302 responses were determined to be complete, and further data analysis
was done using the responses obtained from these questionnaires.

Research Instrument and Measures

The research model for the present study was constructed using existing
literature, and the measuring model was confirmed by discovering scales
from previous studies. So far, there has been no empirical study on phygital
marketing in the hospitality industry context. This paper has tried to integrate
the scales based on the components of phygital marketing, physical and
digital marketing, from existing literature. Measurement items were adapted
for physical marketing from (Vernuccio et al., 2021; Rabinovich & Bailey,
2004; Brakus et al., 2009); for digital marketing from (Vernuccio et al.,
2021; Kim & Ko, 2012; Carlson et al., 2018; De Pelsmacker et al., 2018;
Khan & Jan, 2019); for customer experience from (Oh et al., 2007). The
questionnaire’s items were altered before data collection to reflect the nature
of our research. Items on the final survey related to three constructs: physical
marketing, digital marketing, and customer experience. The final structure
questionnaire consists of 48 items: 12 to gauge customer experience and 36 to
gauge physical and digital marketing. All of the research instrument’s items
were rated on a five-point Likert scale, with the first point denoting “strongly
disagree” (1) and the last being “strongly agree” (5).

Data Analysis and Results

This empirical study was divided into two sections. In the first step,
a pilot study was conducted to test the survey questions. In the second
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step, information was gathered from 350 respondents, of whom 86% of
questionnaires completed in all aspects were used for further research.
The suggested model was assessed using a set three-step procedure. First,
exploratory factor analysis with SPSS was carried out, and then confirmatory
factor analysis as the measurement model. Finally, the structural equation
modelling technique was used to investigate the hypothesis for the model
evaluation. For the investigation of structural equation modelling in this
study, AMOS 24 was employed.

Measurement Model
Exploratory Factor Analysis (EFA)

Exploratory factor analysis approaches were used to analyze the data; 36
items were recovered and consolidated into five components. For physical
marketing, two elements were preserved, and three factors were retained for
digital marketing. In this work, the Kaiser-Mayer-Olkin (KMO) and Bartlett’s
sphericity tests were performed to establish whether the sample size was
sufficient for factor analysis. The sphericity test findings confirmed statistical
significance (p = 0.000 < 0.05) (Bartlett, 1954), and the KMO value of .926
demonstrated the data’s statistical appropriateness (Kaiser, 1974). Using
classic statistical procedures, low factor loadings and cross-loadings resulted
in the deletion of a small number of items (Hair et al., 2010). As a result, the
conclusions of the factor analysis demonstrate how appropriate the data were.
Except for a few statements that were deleted to obtain more relevant results,
all statements had factor loadings greater than 0.5 for the five found variables
(Hair et al., 2006). In this study, the two dimensions described a total variation
of 79.982%, which is larger than the normal value of the total variance in
social science research of 60%. The final items of exploratory factor analysis
with their standardized factor loadings are shown in Table 1.

Confirmatory Factor Analysis (CFA)

In this study, the two-step model method advocated by (Anderson &
Gerbing 1988) was applied. This method focuses on examining a structural
model after a measurement model. The measurement models were first put
to the test. The latent components in the confirmatory factor analysis model
were physical marketing, digital marketing, and customer experience. The
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The various fitness indices were also tested to analyze the measurement
model’s goodness of fit and evaluate the model for assessment purposes
(Byrne, 2001). To accept a model, the comparative fit index (CFI) and the
non-normed fit index (NNFI) must have a minimum value of 0.90; the model
fit must meet the minimum requirement of 0.95 to be deemed satisfactory
(Byrne, 2001; Hair et al., 2006). An appropriate model fit is one with RMSEA
values between 0.05 and 0.08. The results of the confirmatory factor analysis
were not particularly satisfactory. [tems with a value of less than 0.5, according
to Fornell and Larcker (1981), should be eliminated since they do not evince
features compatible with the corresponding measuring statements. Following
the adjustment and elimination of items CE1, CE3, CE7, CE9, and CE11, the
new confirmatory factor analysis shows “good model fit” (%? /df = 1.832, CFI
=0.954, and RMSEA = 0.058).

Table 2 displays the regression weights from the confirmatory factor
analysis. Table 4 demonstrates the average variance extracted, the composite
reliability of each construct, and the squared multiple correlations that
assessed the constructs’ reliability and validity. The revised confirmatory
factor analysis shows that all factor loadings are more significant than 0.5,
proving the items’ suitability for evaluating each of the relevant constructs
(Bagozzi & Yi, 1988). For all of the study’s constructs, the recommended
Cronbach’s alpha value of 0.7 was achieved. (Fornell & Larcker, 1981). Then,
the measurement model’s reliability and validity were evaluated.

Assessing Measurement Model Validity

The threshold values of all the coefficients are greater than 0.7 (Nunnally
& Bernstein, 1994) and all constructs have composite reliability scores better
than 0.7. (Fornell & Bookstein, 1982) imply excellent levels of internal
consistency and reliability. The correlations and square root of the average
variance for discriminant validity are shown in Table 3. The model has
discriminant validity (the square root of the average variance extracted from
each construct is greater than the correlations with other constructs), as well
as convergent validity (significant loadings, CR > 0.70, AVE > 0.50 for all
components) (Fornell & Larcker, 1981; Bagozzi & Yi, 1988). According
to Fornell and Larcker (1981), the average variance obtained during this
experiment was greater than 0.5, indicating convergent validity. Anderson and
Gerbing (1988) claimed that the confirmatory factor analysis result supports
convergent validity because all of the item’s factor loadings are significant at
p <0.05. Even if the value is greater than 0.60, the composite reliability of the
three latent components in our investigation is greater than 0.80. According
to Fornell and Larcker (1981), the extracted average variance must be more
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than 0.5; however, 0.4 is acceptable. When the composite reliability exceeds
zero, the extracted average variance must exceed the maximum shared
variance. The square root of the extracted average variance should be bigger
than the inter-construct correlations. The maximum reliability should be more
than or equal to 0.8. The results show that the data has good convergent and
discriminant validity.

The square root of the average variance recovered was compared to all
inter-construct correlations to test the discriminant validity. The square root
of the extracted average variance is greater than the rest of the inter-construct
correlations, as shown on the diagonals. The diagonal values are 0.790, 0.738,
and 0.719, respectively. The correlation value between the factors of physical
marketing (PM) and digital marketing (DM) is 0.677, while the correlation
value between DM and CE is 0.031. As the aforementioned characteristics
satisfied the reliability, the model fit.

Table 3: Validity and Reliability of Constructs

CR
AVE
MSV

MaxR(H)
Physical
Marketing
Digital
Marketing
Customer
Experience

Physical Marketing | 0.952 | 0.625 | 0.459 | 0.956 | 0.790
Digital Marketing | 0.877 | 0.545 | 0.459 | 0.880 | 0.677 | 0.738

Customer
Experience

0.834 | 0.517 | 0.006 | 0.925 | 0.075 | 0.031 | 0.719

CR = composite reliability; AVE = average variance extracted; MSV = maximum shared variance:
MaxR(H) = maximum reliability.

Hypotheses Testing

Using the structural equation modelling technique in (AMOS 24)
that related the variables, the hypotheses (H1, Hla, and H1b) were tested.
Structural equation modelling findings show that the model fit was quite good
(y* /df=2.782, CF1=0.982, RMSEA = 0.072). All the variables in the study
have strong and positive impacts on PHYMAR, PM, and DM on CE here,
PHYMAR (p < 0.05), PM (p < 0.05), and DM (p < 0.05). The results from
Amos 24 indicated that H1, Hla, and H1b were all supported. The structural
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equation modelling results revealed that the impact of phygital marketing on
customer experience is highly significant.

Table 4: Results of the Structural Model

Hypothesis Std. estimate S.E. C.R. P Results
H1: CE € PHYMAR 232 0.047 4.933 HEE Supported
Hla:CE € PM .194 0.034 5.705 ok Supported
Hlb: CE € DM 342 0.065 5.261 Hokk Supported

PM: Physical Marketing, DM: Digital Marketing, PHYMAR: Phygital Marketing, S.E: Standard
error; C.R: Critical ratio; P: Probability value. (Note: ***P < 0.05 = statistically significant).

Discussions

Theoretical Implications

The primary theoretical contributions of this study are as follows: first,
even though there have already been numerous studies on international
chain hotels, this study has expanded on pertinent studies in the hospitality
sector and empirically validated the significant relationship between phygital
marketing and the customer experience in these hotels. Secondly, an instrument
measuring phygital marketing was adapted by integrating existing physical
and digital marketing scales based on previous literature. It was empirically
tested for the first time in this study. Lastly, although existing research has
recognized the significance of phygital marketing and customer experience,
this study is the first one to analyze the impact of phygital marketing on
customer experience in the hospitality industry. This study attempted to
explore and validate the dimensions of phygital marketing and, consequently,
justify phygital marketing as an important essential of customer experience.

Managerial Implications

Managers have a more comprehensive and organized approach to
improving their customer experiences thanks to adopting the phygital
marketing and customer experience approach. This strategy will be particularly
useful for combining physical and digital marketing tools, phygital consumer
journeys, and memorable encounters involving several stakeholders. The PM-
CX approach provides businesses guidelines for building a customer-centric
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suitable relationship between phygital marketing and customer experiences.
This study will guide the practitioners to understand the significant dimensions
of phygital marketing and its impact on customer experience for major
international chain hotels in Northern India. This study provides significant
implications to elevate the application of the phygital marketing approach in
the hospitality industry. It affirms to management that the phygital marketing
approach is vital in enhancing the customer experience. It also suggests that
hotel managers must integrate physical and digital marketing communication
tools to enhance guest experiences.

Limitations and Directions for Future Research

This research has some limitations, notwithstanding the theoretical and
managerial implications that were previously mentioned. Firstly, sample biases
may exist due to the convenience sampling strategy employed to acquire the
data. Due to privacy issues, all hotel staff members were unavailable since
they were preoccupied with their jobs and hotel customers. As a result, the
sample could not be more representative. Secondly, data were collected
only from three major chain hotels in Northern India, limiting our findings’
generalizability. Therefore, future studies should examine the proposed model
in more diverse samples from various hotel chains in the sector to improve the
generalizability of the results.

Even though this paper highlights the importance of phygital marketing.
Despite its theoretical and practical applicability, the phygital marketing
concept still needs to be fully understood. Additionally, additional research is
required in the digital age to cope with tech-savvy and sentimental customers
or those not looking to purchase items but seeking experiences. Future research
should not focus on integrating phygital strategies merely as a component
of a company’s marketing system but rather as a holistic approach to the
company’s overall transformation strategy. Although there has been ample
research on customer experience and phygital marketing in different sectors
like retail, education, lifestyle, and fashion, etc. the relationship between
phygital marketing and the customer experience in the hospitality sector
has yet to be adequately investigated. This study suggests future research
directions for a better conceptual understanding of phygital marketing and
customer experience.
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Conclusion

The era of artificial intelligence has transformed every sphere of the
industry making the notion of the phygital an epicentre of every industry. The
paper extends our understanding of customer experience in phygital market
settings by exploring and validating the dimensions of phygital marketing
and customer experience. Although the origin of the phygital concept was in
2007 but has been in use in recent years by almost every industry, especially
the service industries. Additionally, phygital marketing was discovered to be
associated with customer experience directly. The study’s findings suggest
that the role of digital and physical integration should also be considered
better to understand the relationship between phygital marketing and customer
experience.
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