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Abstract

Consumer loyalty is a central research construct that is perceived to be a key to
organisational profit and success. However, traditional attempts to increase consumer
loyalty through loyalty programs, such as reward schemes, have failed to actually
enhance loyalty. In response to the poor performance of these programs, this thesis
examines three major research questions: the effective measurement of consumer
loyalty, the determinants of consumer loyalty, and an effective intervention to influence
consumer loyalty. These three research questions were explored within a consumer
service setting of patrons to a regional theatre located in Canberra, Australia. This thesis
employed a mailed survey approach triangulated with independently collected
behavioural data. The first research question successfully employs e dominant theory
of the attitude-behaviour relationship, The Theéry of Reasoned Action (Fishbein &
Ajzen, 1975), to assess current measures of consumer loyalty and identify an alternative -
measure of the loyalty process, attachment loyalty. The predictive capacity of the
loyalty measures is examined within the presence of satisfaction, the dominant model of
the consumer process (Oliver, 1980). Results indicate that although a common measure
bf consumer loyalty, disregard loyalty failed to demonstrate the expected reiationships,
attachment loyalty was an effective process measure of loyalty. The second research
question uses the dominant model of loyalty within dissatisfaction research (Hirschman,
1970) to explore the determinants of loyalty for consumers who are satisfied. Results
demonstrated the predictors of consumer voice (quality of alternatives, importance, and
responsiveness) as determinants of loyalty. The third research question uses the
empirical and theoretical link between approachability, responsiveness and loyalty to

develop an effective intervention to influence the loyalty process (attachment loyalty)
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and loyalty outcomes (purchase behaviour). In conclusion, consumer loyalty can be

effectively influenced when the process as well as the outcome is considered.
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Prologue

A Classic Story of Loyalty: The Cap that Mother 1ade, A Swedish Tale

| Onc¢ upon a time there was a little boy, named Anders, and he had a new
cap. A prettier cap was never seen, for his mother herself had knit it; and
who could ever make anything so nice as Mother! The cap was red, except
for a small part in the middle. That was green, for there had not been

enough yarn to make it all; and the tassel was blue.

Anders’ brothers and sisters walked about admiring him; then he put his
hands in his pockets and went out for a walk, for he was altogether willing

that everyone should see how fine his mother had made him.

The first person he met was a farmhand walking beside a cart loaded with
peat, and bidding his horse gee-up. When he saw Anders’ new cap, the
farmhand made a bow so deep that he nearly bent double, but Anders

trotted proudly past him, holding his head very high.

At the turn of the road he came upon Lars, the tanner’s boy. Lars was such
a big boy that he wore high boots and carried a jack-knife. But oh, when
he saw that cap, he stood quite still to gaze at it, and he could not help

going close to Anders and fingering the splendid blue tassel.

“I’ll give you my cap for yours™ he cried, “and my jack-knife besides!”



Now this knife was a splendid one, and Anders knew that as soon as one
has a jack-knife, one is almost a man. But still he would not for all the

world give up, for the knife, the cap which Mother had made.

“Oh, no, I could not do that,” he said. And then he nodded good-bye to

Lars and went on.

Soon after this Anders met a queer little lady. She curtsied to him until her
skirts spread out about her like a balloon and she said: “Lad, you are so

fine, why do you not go to the king’s ball?”

“Yes, why do I not?” though Anders. “With this cap, I am altogether fit to

go and visit the king.”
And off he went.

In the palace yard stood two soldiers with guns over their shoulders and
shining helmets on their heads. When Anders went pass them, they both

leveled their guns at him.
“Where are you going, boy?” asked one of the soldiers.
“I am going to the king’s ball,” answered Anders.

“No, you are not,” said the other soldier, trying to push him back.

“Nobody can go to the king’s ball without a uniform.”

But just at this moment the princess came tripping across the yard, dressed

in a white satin gown, with ribbons of gold.
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“This lad has no uniform, it’s true.” She said, “but he has a very fine cap

and that will do just as well. He shall come to the ball.”

So she took Anders by the hand and walked with him up broad marble
stairs,’past the soldiers who sfood on every third stép, through magnificent
halls where gentleman and ladies in silk and velvet were waiting about.
And wherever Anders went people bowed to him, for, as like as not, they

thought him a prince when they saw what it was that he wore on his head.

At the farther end of the largest hall a table was set with long rows of
golden plates and goblets. On huge silver platters were piles of tarts and
cakes. The princess sat down under a blue canopy with bouquets of roses

on it; and she bade Anders to sit in a golden chair by her side.

“But you must not eat with your cap on your head,” she said, and she

started to take it off.

“Oh, yes, I can eat just as well with it on,” said Anders, and he held on to
it with both hands, for if it were taken away from him, he did not feel sure

he would ever get it again.

“Well, well, give it to me,” begged the princess, “and I will give you a

kiss.”

The princess was beautiful, and Anders would surely have liked to be
kissed by her, but not for anything in this world would he give up the cap

that Mother had made. He only shook his head.
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Then the princess filled his pockets full of cakes; she put her own heavy

gold chain around his neck and bent down and kissed him.

“Now will you give me the cap?” she said.

Anders moved farther back in his chair, but never once took his hands

from his head.

Then the doors were thrown open and the king himself entered,
accompanied by gentleman in glittering uniforms and plumed hats. The
king wore a mantle of blue velvet, bordered with ermine, and he had a

large gold crown on his head.
When he saw Anders in the golden chair, he smiled.
“That is a very fine cap you have,” he said.

“So it is,” said Anders, “it is made of Mother’s best yarn, and she has knit

it herself, and everyone wants to get it away from me.”

“But surely you would like to change caps with me,” said the king, and he

lifted his shining gold crown from his head.

Anders never said a word but when the king came nearer to him with his
gold crown in one hand and the other outstretched toward that beautiful
cap, then, with one jump, Anders was out of his chair. Like an arrow he
darted out of the hall, through the palace, down the stairs, and across the
yard: He ran so fast that the necklace the princess had given him fell from

his neck, and all the cakes rolled out of his pockets.
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But he had his cap! He had his cap! He had his cap! With both hands he

clutched it tight as he ran back home to his mother’s cottage.

“Well, Anders, where have you been?” cried his mother. So he told her all

- about what happened.

All of his brothers and sisters stood around and listened with mouths wide

open.

But when his big brother heard how he had refused to give his cap in

exchange for the king’s golden crown, he cried out:

“Anders, you were foolish! Just think of all the things you might have
‘bought with the king’s golden crown! Velvet jackets and long leather
boots and silken hose, and a sword. Besides, you could have bought

yourself a much finer cap with a feather in it.”

Anders’ face grew red, very red. “I was not foolish,” he answered sturdily,
“I could never have bought a finer cap, not for all the king’s crown. I could
never have bought anything in all the world one half so fine as the cap my
mother made me!” Then his mother took him up on her lap, and kissed

him.

This classic children’s tale, “The Cap at Mother Made”, highlights several different
themes that can be found within loyalty research. One of these themes involves the
relationship and obvious attachment between Anders and his mother. Previous academic
research into loyalty has examined attachment between the individual and the

organization (e.g. Buchanan, 1974; Graham and Keeley, 1992). Furthermore, research
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into human attachments identifies accessibility and responsiveness as important ways of
fostering attachment (e.g. Johnson and Marano, 1994). These two elements are also
highlighted within the classic -tale, “The Cap that Mother Made”, through the close and

responsive interaction between Anders and his mother towards the end of the tale.

Another theme highlighted within this classic tale relates to the perceived importance of
the object to the individual. To Anders, the cap was extremely important to him. Anders
may have placed such importance on the cap due to the boost to his self-confidence, and
the opportunities the cap gave him. For example, once Anders was given the cap he was
offered the jack-knife, and the ability to partic ate in the royal ball. Previous academic
research into consumer loyalty has also addressed the relationship between perceived
importance of the purchase/service to the individual and subsequent loyalty (e.g.

Blodgett, Granbois & Walters, 1993).

Finally, “The Cap that Mother Made”, highlights the important association between
loyalty and a reluctance to consider alternatives. In comparison to the cap, Anders
ignored the alternatives, including the jack-knife, kisses from a beautiful princess, and
the king’s golden crown. Previous academic research into consumer loyalty has also
examined the association between the perceived attractiveness of alternative
products/services and loyalty (e.g. Ping, 1994). Analogous to this classic tale, “The Cap
that Mother Made”, this thesis will also explore the many different interwoven themes
within the complex construct of consumer loyalty, in order to determine the nature of

consumer loyalty, the antecedents of consumer loyalty, and to develop an effective way

of actively influencing consumer Joyalty.
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Introduction

“What we call the beginning is often the end. And to make an end is to make a

beginning. The end is where we start from”. T.S. Eliot — Four Quartets.



Loyalty has long been romanticized and presented as a noble trait within classic
literature and fables, including the classic Swedish children’s tale, ‘The Cap That
Mother Made’. It is an important construct wifhin many differént cultures, from J apaﬁ
and the United Kingdom through to the United States and Australia. The significance of
loyalty throughout the world is, in part, due to thé relationship it holds with behavibur,
as loyalty is considered the motive behind many desirable acts. Based on the loyalty-
behaviour relationship, many researchers and practitioners have attempted to enhance
loyalty in order to encourage more of these desirable behaviours. However, initial
attempts to enhance loyalty have demonstrated some unexpected results. For example
within a consumer context, an Australian airline that was forced to go into receivership,
subsequently negated contractual commitments to members of its loyalty program. In
responsé to this break in éontractual obligations, some of the members displayed a great
deal of negative feeling toward subsequent attempts to revive the airline. In contrast,
 other members demonstrated persisteht support and loyalty, perhaps in anvattempt to
regain previous losses. These diverse consumer responses are an indication of why

loyalty has captured the interest of consumer and organisational researchers.

Development of the Research Aims

A review of the consumer and organisational literature revealed a general recognition
within current research that the potential benefits of understanding loyalty, remain

" unrealised. Previous attempts to actively increase consumer loyalty in order to realise
the potential benefits of the relationships loyalty holds with other key variables,
including organisational profit (Oliver, 1997), were unsuccessful. That is, traditional

programs designed to increase consumer loyalty failed to achieve their objective



g érdine, ‘2000). In light of the poor performance of loyalty programs, the authof
examined previous consumer and organisation: research in order to identify alternative
avenues of exploration. The most promising of these avenues appeared to be the
relationship between consumer communication (voice) and consumer loyalty.
Therefore, this thesis began by explbring the relationship between consumer voice and

loyalty as an alternative way of enhancing consumer loyalty.

At first, existing methods of measuring consumer loyalty were considered acceptable
based on the amount of previous research using these measures (e.g. Singh, 1988,
1990a; Maute & Forrester, 1993; Ping, 1993). However, initial research within this
thesis indicated that existing measures of consumer loyalty needed to be examined
further. Subsequently, the traditional measures of consumer loyalty were examined in
light of the base psychological theory of attitude and behaviour (e.g. F ishbein & Ajzen,
1975). The attitude-behaviour framework begins with beliefs (cognition), leads to
attitude (affect), which effects intention (behavioural intention), and actual behaviour
(behavioural indictors) (i.e. Crosby & Taylor, 1983; Oliver, 1997). When the existing
consumer loyalty measures were placed within this framework, it became apparent that
one of the stages of the attitude sequence, the affective stage, was not currently
represented. In an attempt to address this oversight, this thesis reviewed the
organisational literature, and revealed an affective measure of loyalty that could be
readily used within consumer research. Using this affective measure of loyalty, this

thesis was able to determine the relative impact of loyalty, within the consumer process.

The adopted measure of affective loyalty, attachment loyalty, was then successfully

used to identify several, previously overlooked, determinants of consumer loyalty from



Within the communication literature. Having identiﬁéd key deter‘minants.of consumer
loyalty, this thesis then examined the direct effect of two of these determinants upon
ldyélty in a more controlled fashion. These determinants, approabhability and
responsiveness, proved effective ways to actively influence consumer loyalty.
Subsequently, this thesis had three research aims: the identiﬁcatibn of effective
measures of consumer loyalty, identification of several determinants of consumer
loyalty, and finally, identification of an effective way to actively influence consumer

loyalty.

Identifying the 'Approp‘riate Research Approach

In order to achieve the three major aims of the research, this thesis employed various
’research designs and statistical techﬁiques. For example, to ensure that the exploration
of consumer 10yélty reflected concepts ’and relationships evident within the reall world,
the research was conducted within a naturalistic’ environment,’ a population of actual
consumers. Tunnell (1977:427) defines a naturalistic environment as “a context outside
the lab to which the person is naturally exposed”. Unfortunately, field studies do lead to
less control over the dependent and independent variables when compared to laboratory
settings (Whitley, 1996). However, due to the exploratory nature of this research, it was
important to identify the relative impact of consumer loyalty upon the consumer process
within a naturalistic setting. Having identified the key relationships within the field, the
thesis then used a more controlled approach, a field experiment, to test these

relationships further.



Inlord.er to effecti\"ely access individuals Within the naturalistic setting this thesis
employed a mailed survey approach. The survey approach was utilised for several
reasons. First, this thesis sought to uniquely contribute to the body of research into
Consumer Psychology. As such, the nature of this research is largely exploratory, and
was designed to test several ’research hypotheses. Since “surveys can be conducted
specifically for the purpose of hypothesis testing” (Whitley, 1996:418), a survey
approach was chosen. Second, this project examines the relationship between consumer
attitude and consumer behaviour, and the easiest, most effective way of capturing an
individual’s attitudes is to ask the individual directly (Whitley, 1996). Finally, the
Survey approach can also be used to conduct experiments, “when the indépendent
variable is manipulated by manipulating the information that research participants
receive” (Whitley, 1996:418). Therefore, the survey methodology provided an effective

research approach for the exploration of consumer loyalty within a naturalistic setting.

Overview of Thesis

As indicated previously, this thesis sought to achieve three research aims Within the
exploration of consumer loyalty: the identification of effective measures of consumer
loy: y; identification of several determinants of consumer loyalty; and the development
of an effective way to actively influence consumer loyalty. In order to provide a
research context for the exploration of consumer loyalty, Chapter One of the thesis
outlines the many ways in which loyalty has been described. This chapter identifies
consumer loyalty as an important research construct due to the strong relationship
loyalty holds with future consumer behaviour. However, despite the loyalty-behaviour

relationship, the application of previous loyalty research within industry has failed to



meet expectations. Traditionai lbYalty progfams have been unable to enhance consumer
loyalty. The inability of existing loyalty programs to increase loyalty indicates a need to
re-assess what loyalty is, what the determinants of lbyalty are, and how these
determinants can be used to effectively increase consumer loyalty. Therefore, Chapter
Oné also briefly introduces the two main areas of loyalty research within Consumer
Psychology, satisfaction and dissatisfaction, as well as outlining inconsistencies

demonstrated within these areas of research.

Chapter Two of the thesis outlines the major theoretical models examined. The first
theory addressed within this chapter is Oliver’s (1980) Expectation Disconfirmation
Theory,' the dominant model of the consumer satisfaction process. Oliver’s theory is
particularly important within the exploration of consumer loyalty, as it provides support
for the measurement of consumer loyalty within an attitude-behaviour framework. It
also becomes important when comparing the predictive capacity of loyalty with that of

the dominant predictor of consumer behaviour, satisfaction.

Based on the importance of the attitude-behaviour framework within this exploration of
consumer loyalty, the dominant attitude-behaviour theory is also addressed. The
dominant model of the attitude-behaviour relationship is Fishbein and Ajzen’s (1975)
Theory of Reasoned Action. However, in order to outline the influence of perceived
behavioural control upon the consumptive process, this thesis also addresses Ajzen’s
(1988) extension to the Theory of Reasoned Action, the Theory of Planned Behaviour.
This chapter also addressed Bentler and ¢ eckart’s (1979) proposed modifications to
the Theory of Reasoned Action as a foundation for the exploration of a direct

relationship between loyalty and consumer behaviour.



As Well as addfessing the fnodels of the attitude-behaviour relationship, Chapter Two
outlines the dominant theory from within dissatisfaction research, Hirschman’s (1970)
Exit, Voice, Loyalty Theory. Specifically, Hirschman’s theory outlines the
interrelationships between exit (terminating the purchase relationship), voice (consumer
communicatidn) and loyalty (a continued relationship based on an attachment toward
the organisation). Although Hirschman’s conceptualisation of voice encompasses all
types of voiée, including direct voice to the organisation, word of mouth to friends and
family, as well as third party communication to outside institutions, this research
focuses on direct communication between the consumer and the organisation or

~ provider. Previoﬁs organisational research also outlines a strong association between
loyalty and the concept of attachment (e.g. Buchanan, 1974). Therefore, based on this
initial research, Chapter Two outlines Bowlby’s (1969) Theory of Attachment to
understand the attachment paradigm and its relatiohships. The Theory of Attachment
becomes particularly important in understanding the rationale behind consumer loyalty,

and provides further support for several determinants of loyalty.

In order to provide some insight into the first research aim of the thesis, the
identification of effective measures of consumer loyalty, Chapter Three addresses
previous research into the measurement of consumer loyalty (behavioural indicators,
repurchase intentions, and loyalty as a tendency to disregard problems). Initially, these
measures appear to contradict each other, fuelling the debate surrounding the nature of
loyalty, loyalty as a behaviour or loyalty as an attitude. However, when placed within an
attitude-behaviour framework, it becomes clear that each of these measures sin 1y
reflects a different stage of the attitude-behaviour framework. Some of these measures

reflect the process of loyalty formation, and others reflect the outcome of the loyalty



decision. Having clarified previously conflicting research into the measurement of
consumer loyalty within Chapter Three, it then became important to identify several

determinants of consumer loyalty.

Chapter Four outlines the contributions made by each of thé major areas of ’research,
satisfaction and dissatisfaction, to the determinants of loyalty. Both of these major areas
identified a different determinant of loyalty. The body of research into dissatisfaction
outlined voice as the key determinant of loyalty. In contrast, research into satisfaction
examined satisfaction itself as a determinant of loyalty. Inconsistent results for both of
these determinants revealed a more complex relationship between loyalty and its
determinants. Based on these inconsistent results, this thesis proposes satisfaction as a
moderator of the relationships loyalty holds with other variables. Therefore, the
influence of satisfaction upon loyalty, affects the relationship between voice and
loyalty. Chapter Four postulates a direct relationship between encouraging consumer
voice and loyalty when consumers are satisfied. This chapter examines the various ways
in which voice can be encouraged, including approachability, responsiveness, exit
barriers, Attractiveness of Alternatives, perceived importance and attitude toward

complaining.

Chapter Five outlines the development of the research measures and study design. To
test the validity of existing measures of consumer loyalty, two pilot studies were
conducted within two different consumer contexts. Unexpectedly however, the
traditional measures of consumer loyalty employed within these pilot studies failed to
demonstrate the expected interrelationships with each other, as outlined by the generic

attitude-behaviour paradigm. This unexpected, yet consistent result throughout both



initial studieé established the need to address the first research aim of the thesis,
identification of effective measures of consumer loyalty. Subsequen 7, the generic
model of attitude-béhaviour guided the identification of an alternative process measure
of consumer loyalty, attachment loyalty, from within organisational research. Chapter
Five also outlines the research questions, specific reseafch hypotheses and the major

study design employed within this thesis.

Chapter Six outlines the study associated with achieving the first research aim.
Specifically, this study tested attachment loyalty as a measure of consumer loyalty, and
examined the predictive capacity of this measure within the consumer process. The
results of this study indicated that attachment loyalty was an effective process measure
of consumer loyalty that uniquely contributes to the prediction of consumer behaviour.
In contrast, the traditional measure of consumer loyalty, disregard loyalty, failed to
~demonstrate itself as an effective measure of consumer loyalty, providing further

support for the results of the initial pilot studies.

Chapter Seven outlines the study that seeks to achieve the second research aim of the
thesis, the exploration of potential determinants of consufner loyalty. As referred to
‘within the literature review chapter,‘ it is likely that the moderation effect of satisfaction
may influence the relationship between loyalty and voice. As expected, the results of
Chapter Seven indicate that encouraging consumer voice, rather than direct voice itself,
has a direct effect upon consumer loyalty for satisfied consumers. Specifically, quality
of alternatives, perceived importance and responsiveness were identified as key

determinants of consumer loyalty when consumers were satisfied.



Chapfer Eight outlines the study that addresses thé third research aim of the thesis, the
identification of effective ways to increase consumer loyalty. Specifically, this study
manipulates responsiveness and the theoretically related construct, approachability, to
determine the subsequent effect upon consumer loyalty, as these determinants are
cdnsideredv to be within the providers’ control. As hypothesised, the results of this study
indicate that increased approachability and responsiveness have a positive, direct affect
upon attachment loyalty (process), which in turn positively influenced actual consumer

behaviour (outcome).

The final chapter of the thesis concludes by reviewing the major findings, and outlining
the potential implications of these results. The empirical implications include the
identification of effective measurement of consumer loyalty. In particular, capturing the
process of consumer loyalty (loyalty as an attitude: attachment loyalty), the outcome of
loyalty (loyalty as a behaviour: behavioural indicators), as well as the link between the
process and outcome (loyalty as behavioural intention: repurchase intentions). The
thesis also identifies several determinants of consumer loyalty for the majority of
consumers (those consumers who are satisfied). Finally, the thesis demonstrates the
effectiveness of manipulating several of these determinants upon subsequent process as
well as outcome loyalty. Therefore, the empirical results of this thesis successfully
achieved the three research aims: the identification of effective measures of consumer
loyalty; identification of several determinants of consumer loyalty; and the development

of an effective intervention to enhance loyalty.

The results of this thesis also have several theoretical implications, including the

applicability of an attitude-behaviour framework to the measurement of consumer

10



loyalty, as well as the role of satisfaction.within the loyalty framework. The research
successfully establishes the loyalty process for satisfied consumers, and recognises the
importance of capturing the three‘ components of the framework, attitude intention and
behaviour, for theoretical research. However, this thesis also outlines a more efficient
approach for practitioners within applied settings. Practitioners only need to capturekthe
process (attitude) and the outcome (behaviour) in order to effectively assess consumer
loyalty. This final chapter also outlines the limitations of the current research and

potential areas for future research directions.
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Accommodative

Communication Style
Adaptation Level Theory
Affect

Analysis of Variance

(ANOVA)

Approachability

Attachment

Attachment Loyalty

Attitude

Attitude-behaviour

framework

Attitude Toward

Complaining

Glossary of Terms

Using customer friendly language and personalised forms

of address
Helson's (1964) theory about the perception of stimuli
Psychological feeling or emotion

Determines whether it is likely that the observed effect
(difference between groups) is real rather than due to

chance
How open to voice the recipient is perceived to be

The feeling of affection for and attachment to the person or

object
Measure of affective consumer loyalty within this research

Position, disposition, or manner with regard to a person or

thing

Consumer research term used to refer to the relationship

between attitude, intention and behaviour

The perceived individual norms and social benefits

associated with complaining to the organisation
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Attribution The causal explanation given to behaviour

Behaviour An activity or pattern of activities
Behavioural Indicators Measures of behaviour
Beta Weights An indication of the relative importance of the predictor in

accounting for the variance associated with the dependent

variable, also referred to as the Standardised Regression

Coefficient
Bivariate Correlation A measure of the association between to variables
Boycotting To abstain from buying or using the product/service
Brand Loyalty | Attitude toward a particular organisation's product or
service
Business Firm An organisation that participates in the purchase and sale

of goods or services in order to make a profit

Cathartic Effect An emotional release of aggressive energy
Cognition The act or process of knowing, perception
Commitment The extent to which the individual is involved with, and

identifies with the organisation

Complaining To express one's dissatisfaction to the organisation
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Complaint Handling The formal processes and procedures of the organisation in

Processes order to respond to consumer complaints

Compliments Positive comments regarding the

product/service/organisation directed toward the

organisation
Conative Mental commitment to strive to embrace a desire
Consumer Loyalty The complex construct encompassing consumer attitude,

intention and behaviour toward the

provider/service/product

Consumer Psychology Psychological research into consumers and the

consumptive experience and consumer behaviour

Consumer Voice Any attempt to change the practices, policies or

performance of the organisation
Consumers Individuals that use a commodity or service

Control Group Comparison participants that do not experience the

experimental manipulation

Criterion Contamination The extent to which the measure reflects phenomena

irrelevant, or external to the construct
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Criterion Relevancy

Criterion-Related Validity

Customer Retention

Customer

Delight
Determinant
Direct Voice

Disconfirmation

Disconfirmed Expectations

Model

Disregard Loyalty

The extent to which the measure reflects phenomena

relevant to the construct

The extent to which scores on one measure predict scores

on the criterion measure (theoretically related measure)

The extent to which customers continue to use or purchase

the service/product

An individual who purchases goods or services from

another

The highest levgl of satisfaction

See Predictor

Comfnunication direct toward the organisation/provider

The discrepancy between initial expectations and actual

performance

Oliver's (1980) model of the consumer satisfaction process

A measure of consumer loyalty within this research
defined as a tendency to disregard problems associated

with the product or service
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Dissatisfaction

Effect Size

Episode Specific

Empowerment

Equity

Exchange Relationship

Exit

Exit Barriers

Expectations

Experimental Group

Extraneous Variables

Face Validity

Discontented, not pleased, offended

The magnitude of impact the independent variable has on

the dependent variable
Reactions based on a discrete incident or transaction
To provide discretion and autonomy to staff

The perception of the proportion that one receives from a

relationship compared to what one put in

The relationship where commodities or services are given

and received reciprocally
Termination of the exchange relationship

Obstacles that increase the costs associated with

terminating the exchange relationship

The anticipation of particular levels of performance
Participants who experience the experimental manipulation
Variables outside the control of the research situation

The extent to which the measure appears to reflect the

construct
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Facets of Loyalty Different facets of loyalty outlined within previous
consumer and organisational research, including
situational, enduring, proactive, unconscious, passive, and

reformist loyalty

Factor Analysis Statistical technique that uses correlation between the
items to determine the number of separate constructs

within the data

Feedback The information the organisation/provider receives back

from the customer regarding performance

Field Experiment Research design that combines a level of control associated
with an experimental approach, with the naturalism

associated with a natural setting
Fraudulent Complaining Illegitimate requests for redress

Gain Score Anzﬂysis A statistical technique which subtracts the post-test scores

from the pre-test scores

Hierarchical Multiple A statistical technique that enables the researcher to

Regression determine the influence of several vari: les in a sequential
fashion

Historical Effects Events that occur outside the research situation, yet affect

the research results
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Identification

Innate

Instrumentation Change

Intention

Intentional Loyalty

Internal Standard

Intervention

Involvement

Item

Linear Relationship

Longitudinal Design

Loyalty

Adoption of the goals and values of the organisation
Existing characteristics presence at birth

Measure used to assess the dependent variable changes

over time
Determining mentally to perform an act

Repatronage based on an individual's attitude toward the

organisation/product/service
Initial expectations regarding the level of performance

The tool used to manipulate the independent variable in

order to influence the dependent variable
Psychological immersion in the activities

Survey question or statement used to elicit information

from a survey respondent

The increase in Variable A is uniformly equivalent to the

increase in Variable B
Research conducted with the same participants over time

The complex construct encompassing attitude, intention

and behaviour toward the provider/service/product

18



Loyalty Programs Systems that reward customers for repurchasing from the

organisation

Manipulation Intentional modification to the independent variable(s) in

order to determine the effect upon the dependent variable

Market Share Those customers who purchase from the organisation,
divided by the remaining customers within the market

segment as a percentage

Marketing The field of research and application that seek to gather
consumer information in order to effectively increase

market share

Maturation Natural change in the phenomena under study over time,

outside the influence of the research

Mediator A variable that comes between two other variables in a

causal sequence

Missing Data Process Statistical technique used to identify systematic error

within non-response to survey questions

Moderator A variable that changes or limits the relationship between

two other variables

Negative Relationship Variable A decreases as variable B increases
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Operational Measurement

Organisation

Outcome Measures

Patterns of Attachment

Perceived Behavioural

Control

Perceived Importance

Perceived Justice Theory

Performance

Personal Factors

Concrete representations of the hypothetical/theoretical

constructs
The administrative personnel of a business

Measures that indicate the outcome or decision associated

with the attitude

The various types of attachment outlined by Ainsworth,
Blehar, Waters and Wall (1978), including secure, insecure

and avoidant attachment

The perceived ease of performing a specific behaviour

The personal worth attached to the product/service

purchase

A theory which examines the processes and outputs of
interactions and includes three elements of justice,

Distributive, Procedural, and Interactional Justice
Organisational service or product outcomes

Dispositional or personality attributes that influence the

research situation
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Phases of Consumer Loyalty Oliver's (1997) model of consumer loyalty that consists of
four distinct stages, Cognitive, Affective, Conative, and

Action Loyalty.

Pilot Study ~ Preliminary research conducted with a sample of the study
population, in order to determine the efficacy of the

hypotheses and methodologies
Positive Relationship Variable A increases as variable B increases

Practical Significance A value judgement about the importance of the effect for
theory or application, also referred to as clinical

significance

Predictive Capacity The extent to which the independent variable is able to

account for the variance associated with the dependent

variable

Predictor The independent ‘variable that influences the dependent
variable

Pre-existing Groups See Selection Bias

Pre-test Sensitisation The effect of experiencing a pre-test upon the post-test

scores of individuals
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Process
Process Measures

Purchase Behaviour

Quality of Alternatives

Reactivity

Recuperation Mechanisms
Redress

Relational Orientation

A systematic series of changes or events taking place ina

definite manner

Measures which tap into the formation of the attitude and

motivation for subsequent behaviour

Consumer behaviour that encompasses purchase or
repurchase of the product or service, including the dollar
amount spent, the volume of product or services purchased

etc
Perceived quality of alternative products/services

Measurement error introduced by the awareness of being

observed
Factors that trigger recovery from performance failure
Compensation for poor performance, wrong or injury

The type of exchange between provider and consumer.
Either low relational orientation characterised by
transactional, or minimal personal buyer-seller
relationships, or high relational orientation characterised

by cooperative, mutual adjustments from both buyer and

seller.

22



Repurchase Intentions

Repurchase Rates

Responsiveness

Sampling Procedure

Satisfaction

Scale

Secondary Satisfaction

Selection Bias

Situational Factors

The intention to continue purchasing the product or service

from a specific provider

The number of customers who actually purchase the

product and service repeatedly

The perceived extent to which the communication recipient

(e.g. provider) responds to voice

The techniques used to draw a research sample from the

study population

The fulfilment of one's needs, expectations and desires

- A combination of survey items into one score based on an

underlying theoretical construct (also referred to as a

numerical scale)

The subsequent satisfaction or dissatisfaction experienced

after a response to initial satisfaction/dissatisfaction

Measurement error introduced through non-random

assignment of participants

Attributes of the situation or environment that influence the

research findings
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Solomon Four Group Design Experimental research design that enables the

Spurious Loyalty

Subscribers

Switching Costs

Taxonomy

Testing Confound

Theatre Subscription

Theory of Attachment

identification of pre-test sensitisation upon post-test levels

Repatronage based on situational circumstances, rather

“than attitude toward the organisation/product/service

Consumers who pre-purchase a series of products or

services

The costs associated with changing providers, including

- Exit Barriers and the quality of alternative providers

Classification of phenomenon in relation to underlying

‘principles

See Pre-test Sensitisation

A pre-purchased package of tickets to a series of theatre

and dance performances

Bowlby's (1969) theory of human's innéte preparedness to

form attachments

Theory of Planned Behaviour Ajzen's (1988) extension of the Theory of Reasoned

Action to include perceived behavioural control
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Theory of Reasoned Action

Third Party Authorities

Transaction

t-Test

Type of Response

Variance

Volitional Behaviours

Word of Mouth

Communication

Zone of Indifference

Fishbein & Ajzen's (1975) model of the relationship
between attitude, subjective norms, intention and

behaviour

Institutions and agencies outside the exchange relationship,

e.g. Consumer Affairs, Newspapers
A process or instance of an exchange transaction

A statistical technique which compares sets of two scores

for a number of individuals

Various behaviours organisations enact in response to
consumer complaints, including explanations, excuses,

apologies and justifications

The extent to which the values deviate from the mean of

the distribution

The exercise of choice to determine behaviour

Telling friends and family about the experience

The subjective area surrounding simple confirmation
where slight deviations in disconfirmation have little effect

upon subsequent satisfaction
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Chapter 1: An Exploration of Consumer Loyalty

“Take the first step in faith. You don’t have to see the whole staircase, just take the

first step.” Martin Luther King Jr.
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In order to provide a first step as suggested by Martin Luther King Jr., this current
chapter briefly establishes consumer loyalty as a central research construct, and

provides the background context for current consumer loyalty research.

1.1 Consumer Loyalty as a Central Construct

Loyalty is a complex construct. Some of the terms used when discussing loyalty include
“affect, behaviour, cognition, attitude, state, moderator, mediator, outcome,
response,...acquiescence, commitment, compliance, choice, attachment, identification,
involvement, fidelity, trust, allegiance, and citizenship (just to name a few)”” (Minton,
1992:279). These various descriptions highlight the many terms that have been used to
describe loyalty. However, to date, existing definitions of loyalty have remained vague
and relatively contradictéry. With some researchers arguing that loyalty is ab« avioural
response (e.g. Neal, 2000), and others stating that it is an attitude toward an object (e.g.
Withey & Cooper, 1992). Previous research has failed to reach consensus regarding the
nature of loyalty, and as such, a comprehensive definition of the loyalty construct is yet

to be developed.

To better understand the loyalty construct, loyalfy research has captivated the interest of
many researchers from various fields of enquiry, including Consumer Psychology. Like
Psychology in general, the aim of Consumer Psychology is to enhance our
understanding of, and ability to predict, behaviour. However in contrast to general
Psychology, Consumer Psychology focuses on the beﬁaviour of consumers. For a
review of the field of Consumer Psychology, interested readers are referred to the work

of Jacoby, Hoyer and Brief (1990), Lutz (1985), Mowen (1989), Bettman (1986),
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Kassarjian (1982), Kardes (1996), Poiesz (1993), Foxall (1994, 1997) and Olander

(1990, 1993).

Over five decades of research attention has been devoted to the exploration of consumer
loyalty (e.g. Brown 1952; Jardine, 2000). The amount of research attention received by
this construct is consistent with consumer loyalty being identified as an important key to
organisational profit and success (e.g. Oliver, 1997; Fornell & Wernerfelt, 1987;
Anderson, Fornell & Lehmann, 1994; Fornell & Wernerfelt, 1999; Kristensen, 1997;
Reichheld & Sassor, 1990; Keaveney, 1995). For example, consumer loyalty and
behaviour, including tourism (e.g. Mules, 1996, 1997, 1998), has proved to have a
dramatic impact upon the economy (Fornell, 1992). With Oliver (1997:404) stating that
“the greatest effect of loyalty on profit is the direct influence of a steady stream of

customers”.

Loyalty has been perceived as a progressively more important construct over the years
in response to increased competition (e.g. Reichheld, 1993), as well as the need for
greater flexibility, market innovation, and continuous improvement (Howard, 1995).
Collie and Sparks (1999) report that competition was the most frequently cited obstacle
associated with running a successful business within the hospitality industry.
Organisations continually scramble for a competitive edge, and as a result, better
alternatives are provided to the consumer. In light of these numerous alternatives, what
is the rationality behind consumer loyalty (Evans, 2000)? “Why would a consumer
appear to be so naive, unaware, or fervent that he or she would seek out one and only
one...object (or service) to fulfill his or her needs?” (Oliver, 1999:35). Yet, “consumers

(do) exhibit loyalty, (and) firms with loyal customers (do) benefit handsomely” (Oliver,
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1999:36).

- An explanation for the rationality behind loyalty may be found within previous research
into attachment. Bowlby’s (1969) Theory of Attachment states that individuals have an
instinctual need to form attachxhents. Bowlby’ examined the evolutionary reasons behind
the mother-infant bond. “Attachment theory states that our primary motivation in life is
to be connected with other people, because it is the only security we have. Maintaining
closeness is a bona fide survival need” (Johnson & Marano, 1994:32). Subsequently,
loyalty, or attachment to an organisation/provider, may be due to a predisposition to
establish and maintain relationships with others. Therefore, loyalty is an important
construct that appears to be pervasive in all aspects of social life. Understandably then,

loyalty has also generated a great deal of research interest.

The interest surrounding consumer loyalty stems’ largely from the hypOtheSised direct
relationship between loyalty and subsequent consumer behaviour. With Tellis
(1988:142) arguing that “without question, loyalty is the strongest determinant of
purchase behavior”, and in particular, repurchase behaviour (Selin, Howard, Udd &
Cable, 1987; Masters, 2000). Previous researchers have estimated that it costs
approximately five times as much to gain a new customer as does to keep an existing
one (McKinsey & Company; in Finkleman, 1993; Peters, 1988). “The high cost of
acquiring customers renders many customer relationships unprofitable during the early
years. Only in later years, when the cost of serving loyal customers falls and the volume
of their purchases rises, do relationships generate big returns. The bottom line:
increasing customer retention rates by 5% increases profits by 25% to 95%” (Reichheld,

2000:105). Existing customers tend to purchase more than new customers (Rose, 1990;
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in Sirohi, McLaughlin & Wittink, 1998); and loyal customefs refer new customers to
the supplier (Reichheld, 2000). Loyal customers are prepared to pay more for their
chosen brand or service, are more willing to try innovative offeﬁngs, are forgiving of
small mistakes, and are tolerant of price increases (Davis, 2000). Therefore, even small
increases in customef retention produce dramatic increases in prbﬁts (Sirohi,
McLaughlin & Wittink, 1998; Reichheld & Sassor, 1990; Fornell & Wenerfelt, 1987).
With Reichheld and Schefter (1996) reporting that repurchase rates often explain profits

better than the usual indicators such as market share, scale or cost position.

Loyalty is clearly an organisationally important construct, and in light of the rush
towards e-commerce, loyalty may become even more important. Within the online
environment, the competition is merely a click away, therefore understanding your
customers and building strong relationships seems even more important (Reichheld,
2000; Williams, 2000). It appears that loyalty remains a vital component of the
consumer process, and encouraging consumer loyalty translates into organisational
profits and success. However, because consumer loyalty is still not fully understood, to
date, attempts to systematically encourage consumer loyalty appear to have failed (e.g.

Dignam, 2000; Lach, 2000).

1.2 The Misnomer Surrounding Loyalty Programs

The excitement surrounding the effect of consumer loyalty upon organisational profits
led to the development of loyalty programs designed to increase loyalty within existing
customers. By making customers feel special, loyalty programs aim to increase

retention and market share (Duffy, 1998). Loyalty programs are designed to “create a
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reluctance to defect 'on the part of the customefs” (Dufty, 199‘8:440).‘ Basically,
traditional loyalty programs reward the customer for repurchasing from the
organisation. “Custorhers (or ‘members’) earn a promotional currency based on some
behavior. Members redeem the currency at certain levels or intervals for free or

discounted goods and services” (Duffy, 1998:441).

Loyalty programs began in 1896 when Sperry and Hutchinson introduced sheets of
Green Stamps that could be exchanged for products (Lach, 2000). Today this type of
loyalty program has been translated into loyalty points, including cards and frequent
flier miles. In the early to mid nineties, loyalty programs such as the loyalty card,
seemed to be one of the best marketing techniques. Such schemes gave “customers an
incentive to spend more while at the same time gathering precious data about spending
habits” (Jardine, 2000:19) with the added benefit of costing less to run than the costs
associated with acquiring new customers (Murphy, 2000). The aim of loyalty programs

was to create or enhance customer loyalty.

Unfortunately, “loyalty is probably one of marketing’s most over-used words” (Dignam,
2000:23). Subsequent research into the effectiveness of loyalty programs indicated that
approximately, 75% of consumers participate in loyalty programs, however, only 22%
of those who participate indicated that loyalty program points acted as an incentive to
purchase from that supplier (Dugan, 2000; Saba, 2000). Furthermore, loyalty programs
may simply attract the wrong type of customers through adverse selection (Reichheld &
Schefter, 1996). These types of programs tend to encourage cherry pickers who are
attracted by price rather than quality, and whose purchases eat away at profits (Sirohi et

al., 1998). Since these traditional loyalty programs fail to enhance consumer loyalty,



such programs may be better re-named as reward schemes.

Previous research revealed that loyalty was not about points. Instead, service appears to
be the key factor in determining customer loyalty (Murphy, 2000; Barlow, 2000). “The
‘ability to easily return merchandise, ’top-notch customer sérvice, and broad product
selection all rated higher than loyalty programs in the purchase process” (Dugan,
2000:108). “Better service, not gimmicks, builds allegiance” (Saba, 2000:30).
Therefore, it seems that loyalty programs (i.e. coupons and points) are simply not all
that effective (Geller, 2000). The “scepticism about loyalty schemes is increasing. They
might have worked in the beginning, but recent research has shown that ‘loyalty”’ cards
are a misnomer — they simply do not make customers more loyal” (J ardine, 2000:19).
An increased awareness of the ineffectiveness of loyalty programs to increase consumer
~loyalty is now beginning to be reflected within industry. Many large companies are
terminating their loyalty programs. For example, Safeway, a large supermarket chain in

the UK, has stopped supporting its loyalty cards (Darby, 2000).

Jardine (2000) attributes the low effectiveness of these programs to a saturation of |
programs within the market. “There are simply too many loyaIty cards in the market for
them to work anymore” (Jardine, 2000:19). In contrast, Duffy (1998) suggests that the
failure of loyalty programs to perform is due to inappropriate loyalty program structures
for the differing market environments. Alternatively, this thesis attributes the
disappointing effect of loyalty programs to a focus on the wrong aspect of consumer
loyalty. Loyalty rograms reward customers when they repurchase, rather than
encouraging strong attachments and the development of relationships. “Real loyalty is

about having a confidence and relationship with a brand, which means you trust it to
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deliver on its core promise, to earn your vote as a consumer. Too many brands and
marketers are still starting from a position of ‘how do we encourage customer loyalty’?
When the real question théy should be asking is “what do we stand for that customers
could be loyal to”” (Dignam, 2000:23)? The inability of traditional loyalty programs to
increase consumer loyalty indicates the need td re-assess ’what loyélty is, what the
determinants of loyalty are, and how to effectively use ese determinants to influence
consumer loyalty. In order to answer these questions, it is important to review how

loyalty has been previously addressed within Consumer Psychology.

1.3 Loyalty within Consumer Psychology

Traditionally, loyalty has been addressed within Consumer Psychology in terms of its
relationship to thé satisfaction continuum, dissatisfaction through to satisfaction
(Westbrook & Oliver, 1991; Oliver, 1987; Oliva, Olivér & MacMillan, 1992). As such,
research can be segmented into two major areas, satisfaction and dissatisfaction.
Therefore, to understand previous research into consumer loyalty, it is necessary to

outline the structure of research into satisfaction and dissatisfaction.

1.3.1 Satisfaction

Oliver (1997) outlined a direct relationship between satisfaction and consumer loyalty.
Satisfaction, itself, “is not the pleasurableness of the experience, it is the evaluation
rendered that the experience was at least as good as it was supposed to be”, essentially
an “evaluation of emotion” (Hunt, 1977:12). This definition of satisfaction as an
affective reaction to a cognitivé appraisal is supported within the work of Mano and

Oliver (1993), Westbrook (1980, 1987), Westbrook and Oliver (1991), and Oliver
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(1993). Furthermore, satisfaction can be npeniﬁc or global (Oliver, 1980; Dant,
Lumpkin, & Rawwas, 1998). Consumers can be dissatisfied with a few specific
elements of the product or service, yet still be satisfied overall (Westbfook, 1981). This
thesis will focus on global satisfaction, or general levels of overall satisfaction, rather

than specific satisfaction.

Over four decades of research attention has been devoted to understanding satisfaction.
Consumer Psychology has adopted many theoretical approaches from mainstream
psychology to guide research into the satisfaction/dissatisfaction continuum. For
example, economic theory states that satisfaction results from a surplus of goods or
value of a specific good (Doran, 1986). Content theory outlines the specific needs or
values that must be met for the individual to feel satisfied (Locke, 1976; Herzberg,
Mausner & Snydeﬁnan, 1959). In contfast, cognitive process theories such as adaptation
level theory (Helson, 1964), cognitive dissonance (Festinger, 1957), exchange theory
(Thibaut & Kelly, 1959), equity theory (Adams, 1963), field theory (Lewin, 1951), and
expectancy theory (Vroom, 1964), state that satisfaction results from the combination of
comparison standards and performance. Consumer research into satisfaction has also
been placed within frameworks such as attribution theory which states that consumers’
search for causes of purchase successes or failures using three dimensions: locus of
control, stability, and controllability (Folkes, 1984); and the comparison level paradigm
which proposes that satisfaction occurs when performance is above the expected level
on a set of attributes (LaTour & Peat, 1979). However, each of these approaches to
understanding satisfaction only demonstrated modest empirical support in comparison

to the disconfirmation paradigm, which states that satisfaction is influenced by
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disconfirmation of past-performance expectations (Swan & Martin, 1981).

Subsequently, the disconfirmation paradigm is recognised as the dominant model of the
consumer satisfaction process (Woodruff, Cadotte & Jenkins, 1983). The Expectations
Diéconﬁnnation Model was first proposed by Oliver (1977, 1980). Oliver (1980) asserts
that expectations about how the product or service will perform create a frame of
reference for actual performance. Once the purchase is made, the actual performance of
the product or service is evaluated against the initial expectations. Any discrepancy
between the two standards results in disconfirmation. Subsequently, the disconfirmation
paradigm provides a platform for the direct, positive relationship between satisfaction
and loyalty as outlined by Oliver (1997). However, “in the same way that satisfaction is
a building block for loyalty,... dissatisfaction is loyalty’s Achilles tendon” (Oliver,

1999:37).

1.3.2 Dissatisfaction

Previous research has also investigated the direct, negative relationship between
dissatisfaction and loyalty. On average, organisations lose 20% of customers per year,
due to dissatisfaction (Oliver, 1997). In contrast to satisfaction, which was examined in
terms of the underlying process, consumer research into dissatisfaction examined
consumer responses (or Consumer Complaint Behaviour). Consumer complaint
behaviour is defined as “a set of multiple (behavioural and non-behavioural) responses,
some or all of which are triggered by perceived dissatisfaction with a purchase episode”
(Singh, 1988:94). The expression of dissatisfaction may include responses directed

toward the service provider, third parties (such as Consumer Affairs), friends and
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family, and non-behavioural responses such as forgetting about the incident and doing

nothing (Day, 1984; Richins, 1983; Singh, 1988).

The majority of research examining consumer complaint behaviour has focused on the

, classiﬁcatién of consurher responseS into a taxonomy. For example, Warland, Herrmann
and Willits (1975) examined consumer dissatisfaction responses based on those who
were upset or not upset over the purchase. Day and Landon (1977) distinguished
between behavioural/non-behavioural responses and public versus private actions.
Later, Day (1980) classified consumer responses based on the purpose of the response,
including redress seeking, complaining or personal boycott (Singh, 1988). This
taxonomy was further developed by Day, Grabicke, Schaetzle and Staubach (1981) who
argued that responses to dissatisfaction include boycotting the product class, boycotting
the offending brand, boycotting the seller, private complaining (negative word of
mouth), pursuing redress directly from the seller, seeking redress through third parties
(e.g. Consumer Affairs), and public complaining (e.g. writing letters to the newspaper).
Schmidt and Kernan (1985) examined consumer dissatisfaction based on types of
preferred redress, including replacement, money-back, money back and replacement,

and the price sensitive (i.e. those who would forgo guarantees for low prices).

Whilst Bearden and Teel (1983) outlined consumer complaint behaviour as a uni-
dimensional construct, Richins (1983) outlined a three dimensional taxonomy. Richins
taxonomy consisted of repeat purchase intentions, complaint behaviour, and word of
mouth. Hunt (1991) also proposed a three-dimensional taxonomy based on the work of
Hirschman (1970). Hunt (1991) argued that in addition to Hirschman’s exit and voice

responses, a dissatisfied consumer might also respond with retaliation (where the
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consumer attempts to inflict hurt upon the business).

More recently, Bemmels (1997) argued that consumer responses have a temporal
dimension. For example, exit can be immediate and on the spot, or delayed until after an
e‘xténsive search for an alternative providér. The temporal nature of loyalty ié supported
within the work of Gans (1999) who explored short term and long term loyalty.
Bemmels also argued that a consumer response can be temporary or permanent, exit can
be for one season, one year, or for a lifetime. Although these taxonomies have failed to
reach a consensus of classification (Singh, 1988), research into dissatisfaction has
revealed the influence of loyalty upon the consumer response performed. For example,
Hirschman (1970) states that loyalty reduces the likelihood that exit (or terminating the

purchase relationship) will be enacted.

The majority of research examining consumer complaint behaviour is based on fhe work
of Hirschman (1970). Hirschman asserted that in response to a decline in business firm
quality, consumers will decide to exit and/or voice. Exit occurs when the consumer
terminates the exchange relationship. Voice is performed when consumers convey their
dissatisfaction directly to the provider, third parties (e.g. Consumer Affairs), or friends
and family. Hirschman (1970) also outlined a related construct that facilitates voice and
impedes exit, loyalty, or a strong attachment to the organisation. Research into
dissatisfaction, and in particular Hirschman’s (1970) theory provides a good platform

for the exploration of consumer loyalty.

1.3.3 The Complex Relationship between Satisfaction/Dissatisfaction and Loyalty

Previous research has clearly identified a relationship between

37



satisfaction/dissatisfa.ction and consumer loyalty. Unfortunately, the relationship
between the satisfaction/dissatisfaction continuum and loyalty is quite complex. For
exafnple, Rowley and DaWes (2000:543) argue that previous research examining “the
relationship between loyalty and satisfaction has failed to resolve the ambiguity in this
relationship”. Furthermore, Fornell (1992:16) demonstrated at “customer satisfaction
is more important (for loyalty) in some industries than in others”. Practitioners generally
acknowledge that merely satisfying customers is not enough to induce loyalty (Oliver,
Rust & Varki, 1997). “Although satisfaction increases loyalty, satisfied customers are
not necessarily loyal, nor loyal customers satisfied” (Dube & Maute, 1998:776). Sheehy
(1999:41) argues that “satisfaction is not necessarily a reliable indicator of the
customer’s propensity to purchase or repurchase”. Furthermore, Jones and Sasser
(1995:91) state that merely “satisfying customers that have the freedom to make choices
is not enough to keep them loyal”. Instead of vmerely satisfying customers, several more
recent researchers have argued that business firms must ge beyond satisfaction and

induce customer delight (e.g. Oliver et al., 1997).

1.3.4 The Concept of Customer Delight

Affection, or loyalty, and subsequent repeat patronage are the result of customer delight.
“It is delight, not satisfaction, that is more likely to lead to affection” (Taher, Leigh &
French 1996:220). Oliver et al. (1997) argue that the best way to invoke delight is to
provide customers with an unexpected, pleasurable experience. These authors argued

that delight is produced by unanticipated satisfaction.

Based on the work of Schlossberg (1990), Oliver et al. (1997: 312) defines customer

delight as a “higher level of satisfaction”. Oliver et al’s (1997) definition of delight is
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supported within the work of Andrew and Withey (1976). These researchers developed
a satisfaction scale whose highest level of satisfaction is ‘represented by the anchor
‘delighted’. Therefore, delight is the upper most level of the satisfaction continuum.
Oliver et al. (1997) hypothesised that “delight creates a desire for further leasurable
perfdrmance ih thé future”. That is, unexpected satisfaction produces delight, which in
turn, determines repeat purchase. Such a relationship reinforces the relationsh - between

the disconfirmation paradigm, satisfaction and loyalty.

However, since delight is a component of satisfaction, delight also appears to be bound
by the empirical limitations of the satisfaction/loyalty relationship. For example, based
on the original relationship between the disconfirmation paradigm and loyalty, it would
become harder and harder for business firms to repeatedly delight their customers.
Particularly those business firms that have a quiék repurchase cycle (e.g. supermarkets).
Woodruff, Cadotte and Jenkins (1983) outline the effect of previous performance upon
customer expectations. Based on the work of Helson’s Adaptation Level Theory (1964),
these authors outline a Zone of Indifference in which small deviations in performance
away from the expected standard remain imperceptible. However, large deviations in
performance outside this zone, demonstrate a curvilinear relationship. That is,
unexpected performance that exceeds initial expectations is perceived as much better
than the service was in actuality. Due to this inflated perception of the service,
expectations regarding future service levels are also inflated. This means that future
service would need to be markedly improved, simply to meet these inflated
expectations, let alone delight the customer again. Each time a customer is unexpectedly
satisfied (delighted), expectations regarding future levels of service are also raised, and

the customer begins to expect this level of service from then on. In turn, these raised
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expectations also inflate customers expected levels of satisfaction. Taher et al.
(1996:218) argue that “satisfaction is gauged against a continually moving competitive

benchmark, a benchmark that moves in only one direction — up”.

Furthermore, Oliver et al’s (1997) hypothesis seems to suggest that loyalty is a
relatively unstable construct that is episode specific. That is, customers are only loyal to
a business firm, if they are unexpectedly satisfied by each transaction. This hypothesis
is juxtaposed to current definitions of consumer loyalty where loyalty is described as a
willingness to disregard occasional lapses in performance (e.g. Ping, 1993; Hirschman,
1970; Maute & Forrester, 1993). Therefore, the theoretical limitations associated with
the relationship between satisfaction and loyaity, are also evident within the relationship
between delight and loyalty. These limitations raise questions regarding delight as the

determinant of loyalty.

This theoretical reservation is supported by the empirical inconsistencies evident within
previous research into delight. For example, within one study, Oliver et al. (1997)
unexpectedly found that delight was not related to repurchase intentions. Within another
study, Oliver et al. (1997) demonstrated that although delight was related to repurchase
intentions, this construct was not related to the hypothesised antecedents. Subsequently,
these inconsistent results raise questions about the validity of the relationship between

customer delight and loyalty.

In light of the inconsistent and complex relationships between
satisfaction/dissatisfaction and consumer loyalty evident within previous consumer
research, it is apparent that consumer loyalty requires greater exploration. In order to

provide a foundation for this exploration, it is essential to examine the relevant
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theofeﬁcél médelé of consumer behaviour. Therefére, Chapter Two of this thesis
addresses the relevant theories of consumer loyalty and behaviour, including the
Expectation Disconfirmation Theory, the Theory of Reasoned Action, the Theory of
Planned Behaviour, and subsequent modifications, as well as the Exit, Voice, Loyalty

Theory, and the Theory of Attachment.
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Chapter 2: The Relevant Theoretical Models

“The society which scorns excellence in plumbing as a humble activity and
tolerates shoddiness in philosophy because it is an exalted activity will have neither
good plumbing nor good philosophy: neither its pipes nor its theories will hold

water”. John W, Gardner.
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In light of the complex inter-relationships between satisfaction/dissatisfaction and
consumer loyalty, this thesis employs several major theories as a] itform to explore
consumer loyalfy further. These major theories include Oliver’s (1980) Expectation
Disconfirmation Theory, Fishbein and Ajzen’s (1975) Theory of Reasoned Action,
Ajzen’s (1988) Theory of Planned Behaviour, Bentler and Speckart’s (1979)
Modification to the Theory of Reasoned Action, Hirschman’s (1970) Exit, Voice,
Loyalty Theory, and lowlby’s (1969) Theory of Attachment. As these theories are
referred to throughout the thesis, it is important to establish the key elements within

each of these major theories.

2.1 Oliver’s (1980) Expectation Disconfirmation Theory

In order to address the relationship between satisfaction and loyalty (e.g. Oliver, 1997),
this research employs the Expectation Disconfirmation Theory. Oliver’s (1980)
Ekpectation Disconfirmation Theory is recognised as the dominant model of the
consumer satisfaction process (Woodruff, Cadotte & Jenkins, 1983). Oliver’s theory is
particularly important within the exploration of consumer loyalty, as it provides support
for the measurement of consumer loyalty within an attitude-behaviour framework. It
also becomes important when comparing the predictive capacity of loyalty within the

presence of the dominant predictor of consumer behaviour, satisfaction.

Based on the early work of Helson’s Adaptation Level Theory, the Disconfirmed
Expectations Model was first proposed by Oliver in 1977. Helson’s (1964:3) theory
stated that perception of stimuli occurs “in relation to an adapted standard”. The

development of this standard is influenced by the context, perception of the stimulus
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itself, and psychological and physiological characteristics of the ‘organism’. Minor
deviations away from this standard are not readily detected by the individual. Instead,
overall evaluation is only effected by large deviations away from this standard (Oliver,

1980, 1981). A line of thinking that was later expressed as the ‘Zone of Indifference’ by

Woodruff, Cadotte and Jenkins (1983).

Oliver (1980) applied Helson’s (1964) theory to the process of consumer satisfaction.
He asserted that “satisfaction is a function of an initial standard and some perceived
discrepancy from the initial reference point” (Oliver, 1980:460). That is, expectations
about how the product or service will perform create a frame of reference for actual

performance.

Within the consumer satisfaction context, Oliver (1980) stated that consumers form
expectations about a product or service prior to purchase. Once the purchase is made,
the actual performance of the product or service is evaluated. These post-purchase
evaluations are then compared with the prior (or initial) expectations. Any discrepancy
between the two standards results in disconfirmation. As indicated within Figure 1,
positive disconfirmation occurs if the object performs better than expected. In contrast,
negative disconfirmation is said to result if the object performs below expectations.
However, if no discrepancy between the standards is evident, ‘simple confirmation’

occurs (Oliver & DeSarbo, 1988).
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Positive
Disconfirmation

Simple
Confirmation

Expected Performance Perceptions

Negative
Disconfirmation

Actual Performance Perceptions

Figure, 1. Positive and negative disconfirmation, as well as simple

confirmation.

Oliver (1980) also argues that the effect of these expectations and perceived
discrepancies (disconfirmations) are additive. Satisfaction is a combination of an

individual’s initial expectation level and associated disconfirmation.

The process outlined by Oliver (1980) stated that consumers who perceive the actual
performance of the product/service to be better than they had expected, would
demonstrate positive disconfirmation. This disconfirmation will then lead to an affective
response, satisfaction. In turn, satisfaction influences behavioural intentic , which

affects actual behaviour (Figure 2).
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Figure, 2. Simplified model of the Expectation Disconfirmation Theory.

' The simple version of the Expectations Disconfirmation Model presented in Figure 2
has been extended and adapted to suit many different research contexts, including the
influence of expectatibns orﬂy, performance only, disconfirmation only, expectation and
perfonhance, expectation and disconfirmation, performance and disconﬁrmation, as
well as e‘xpectation,‘ disconfirmation and performance (e.g. Oliver, 1997; Zanella, 1998;
Westbrook & Newman, 1978; Fornell & Johnson, 1993; Kristensen, Kanji &
Déhlgaard, 1992; Mittai, Kumar & Tsiros, 1999; Spreng, MacKenzie & Olshavsky,
1996). Previous research has also extended the disconfirmation paradigm to include
perceived service quality in the formation of satisfaction (e.g. Parasuraman, Zeithaml &
Berry, 1994; Kristensen, Martensen & Gronholt, 1999; Zeithaml, Berry & Parasuraman,
1996, Hartline & Jones, 1996; Bolton & Drew, 1991; Boulding, Kalra, Staelin &
Zeithaml, 1993; Ostrom & Iacobucci, 1995; Cronin & Taylor, 1992; Rust & Zahorik,
1993; Kandampully, 1998; Houston, Bettencourt & Wenger, 1998; Wisniewski &
Donnelly, 1996; Feinberg, De Ruyter, Trappey & Lee, 1995; De Ruyter & Wetzels,

1996; Taylor & Baker, 1994; Parasuraman, 1995; Zeithaml, 1988), as well as the role of
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perceived value in forming satisfaction (Bolton & Lemon, 1999; Rochlan, Mohr &
Hargrove, 1999). However, this thesis will focus on the generic model initially outlined

by Oliver (1980) (Figure 2).

Oliver’s disconfirmation paradigm has received substantial émpirical support. For
example, Bearden and Teel (1983) successfully used the E: ectations Disconfirmation
Model to examine the antecedents and consequences of consumer satisfaction. Oliver
and DeSarbo (1988) employed the Expectations Disconfirmation Model to test the
effect of various determinants of satisfaction. Furthermore, Churchill and Suprenant
(1982) examined the applicability of the Expectation Disconfirmation Model for durable

and non-durable products. |

An example of the Expectations Disconfirmation Model can be found within a
consumer’s evaluation of IT service provision. A consumer, or end-user, will develop
expectations regarding delivery of IT services based on previous experience, the service
promises and agreements of the provider, as well as word of mouth from other end-
users. The end-user will then compare the level of service and performance received
with these initial expectations. If the IT service was better than expected, the end-user
will be satisfied with the provider’s delivery of the IT service. However, if the provider
supplies a level of IT services that are below the end-users’ initial expectations, the

customer will be dissatisfied with IT service delivery.

As the dominant model of the consumer satisfaction process, the Expectations
Disconfirmation paradigm provides an effective platform to explore consumer loyalty
further through the traditional relationship between satisfaction and loyalty (Oliver

1997). One reason Oliver’s (1980) process of satisfaction may have received such
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extensive support is the recognition that the model taps into the underlying attitude-

behaviour relationship: cognitive appraisal, affective response, behavioural intention

and actual behaviour.

2.2 Fishbein and Ajzen’s (1975) Theory of Reasoned Action

In order to address the process between attitude formation and subsequent behaviour,
this thesis employs Fishbein & Ajzen’s (1975) Theory of Reasoned Action. The Theory
of Reasoned Action states that attitude and subjective norms directly influence

behavioural intentions, which in turn, affect behaviour (Figure 3).

Attitude
toward the
object

Behavioural
Intention

Behaviour

Subjective
Norms

Figure, 3. Theory of Reasoned Action (taken from Ajzen, 1988:118).

This thesis employs the Theory of Reasoned Action to provide a foundation for the

explanation of the relationship between attitude, behavioural intentions and behaviour.
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Spéciﬁcally, the theory states that attitudes aré “a .general feeling of favourableness or
unfavourableness towards the object or act in question” (Fishbein & Ajzen, 1975:11).
Furthermore, Fishbein (1963) argued that an attitude toward an object is comprised of
both a canitive and affective element. Cognition reflects beliefs the individual holds
abdut fhe act or object. Affect represents the individual’s feelings toward the act or
object. Therefore, attitude consists of both a cognitive appraisal as well as an affective

response (Van der Sar & Van Praag, 1993).

This attitude then leads to a behavioural intention (Fishbein & Ajzen, 1975).
Behavioural intention has been defined as an intention to perform a specific act
(Vaughan & Hogg, 1995}). Van den Putte (1993) concluded from a meta-analysis of 150
studies of the Theory of Reasoned Action, that attitude accounts for approximately 60%
of the explained variance associated with behavioural intention. Finally, these prior, or
behavioural intentions are considered “the immediate determinants of corresponding
overt behaviors” (Fishbein & Ajzen, 1975: 372). With behavioural intentions typically
explaining approximately 62% of the explained variance associated with be viour

(Van den Putte, 1993).

An example of the Theory of Reasoned Action can be found within the decision to
repurchase the same brand of laundry detergent. The consumer evaluates the previous
performance of the detergent (cognition), “Brand X seemed to make my whites even
whiter”. In turn, the cognitive evaluation leads to a feeling about the brand (affect), I
am happy with the performance of Brand X”. Subjective norms also influence this
process, “People expect my children’s clothes to be clean”. In turn the cognitive

evaluation, affective response and subjective norms influence behavioural intentions, “I
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will buy Brand X, next time I purchase laundry detergent”. Finally, behavioural

intentions affect actual behaviour, the consumer repurchases Brand X.

Fishbein and Ajzen’s (1975) Theory of Reasoned Action has received extensive
empirical support. For example, Foxall (1997) and Eagly and Chaiken (1993) employed
the Theory of Reasoned Action to examine the process of consumer behaviour. Bagozzi
(1981) used the Theory of Reasoned Action to explore the propensity to donate blood.
Also, within a meta-analysis of one hundred and fifty studies that use the Theory of
Reasoned Action, Van den Putte (1993) concluded that the Theory of Reasoned Action

effectively explains and predicts behaviour.

However, one of the components of this model, subjective norms, has been omitted
from some consumer research, as it is not considered essential for the exploration of
consumer loyalty. Therefore, as with other previous consumer research (e.g. Oliver,
1997), the relevant relationships within the Theory of Reasoned Action will be referred
to as the attitude-behaviour framework within the current thesis. The attitude-behaviour
framework begins with beliefs ”(Aéognition), leads to attitude (affect), which effects
intention (behavioural intention), and actual behaviour (behavioural indictors) (i.e.
Crosby & Taylor, 1983; Oliver, 1997). Specifically, “consumers are thought to form
beliefs, formulate likes and dislikes, and decide whether they wish to buy the product”

(Oliver, 1997: 392) (Figure 4).
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Intention

Figure, 4. The temporal sequence of the consumptive experience.

2.3 Ajzen’s (1988) Theory of Planned Behaviour

Fishbein and Ajzen’s (1975) Theory of Reasoned Action has been criticised for its focus
on volitional behaviours (e.g. Liska, 1984). With C¢ b and Hoyer (1986) identifying a
difference in pIanned versus impulse purchase behaviour across product/setvice
categories. In response to these criticisms, Ajzen (1988) extended the Theory of
Reasoned Action to become the Theory of Planned Behaviour. Specifically, Ajzen
included perceived behavioural control as another antecedent of behavioural intentions.
Therefore, the Theory of Planned Behaviour has been addressed within this thesis in
order to outline the influence of perceived behavioural control upon the consumptive

process.

Ajzen (1988) defined perceived behavioural control as the perceived ease, or
conversely, the perceived difficulty, of performing a specific behaviour. The perception
of ease (or difficulty) is influenced by prior experience, as well as the perceived barriers
to performing such a behaviour. Ajzen (1988) argued that perceived behavioural control
has a direct effect on behavioural intentions (Figure 5). Individuals who do not believe
that they have the resources or opportunity to perform the behaviour, are unlikely to

form strong intentions to perform the act, even if their attitudes toward the act are
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positive, and normative references also support the act.

Attitude
toward the
object

Behavioural
Intention

Subjective
Norms

Behaviour

Perceived
Behavioural
Control

Figure, 3. Theory of Planned Behavior (taken from Ajzen, 1988:118).

Ajzen (1988:134) also tentatively outlined a direct relationship between perceived
behavioural control and actual behaviour, in that perceived behavioural control “may be
considered a partial substitute for the measure of actual control” over performing the

behaviour (Figure 5).
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An example of the Theory‘ of Planned Behaviour is evidentv within the consumer
purchase process. An individual believes that a particular service meets their needs, and
subsequently likes the service (attitude). A relative, who is considered a savvy
consumer, uses a similar service within a different city (subjective norm). The service is
provided within the individual’s area, and the individual has been made aware of the
process of signing-up (perceived behavioural control). Attitude, normative expectations,
and the mechanisms for control influence behavioural intentions, “I intend to use this
service”. In turn, behavioural intentions influence behaviour, actually calling the

provider, signing-up and purchasing the service.

Empirical support for the Theory of Planned Behaviour can be found within the work of
East (1993) who employed the Theory of Planned Behaviour to assess investment
decisions. Ajzen (1991) also examined twelve studies that explored the Theory of
Planned Behaviour. Within a meta-analysis of these studies, Ajzen demonstrated an
average correlation of .51 between perceived behavioural control and behavioural
intentions, and concluded that the Theory of Planned Behaviour has received sufficient

empirical support.

Based on the relationship between perceived behavioural control, and perceived
obstacles, or barriers to performing the behaviour, the Theory of Planned Behaviour
may provide a useful foundation for understanding the direct relationship between
encouraging consumer complaints and consumer loyalty. Consumer complaints are
often encouraged through approachability and responsiveness (e.g. Saunders, Sheppard,
Knight & Roth, 1992). Approachability refers to how easy it is perceived to be to

communicate directly with the provider (Saunders et al., 1992). Responsiveness refers
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to how the vprovide-r then responds to such communications (Saunders et al., 1992). The
confidence associated with knowing how to contact the provider and knowing that the
provider will be responsive is likely to enhance perceptions of perceived control within
the consumptive relationship. Ajzen’s (1988) theory outlines a direct relationship
between perceived behavioural control and attitude, as well as control and intention.
Therefore, this theory alludes to a theoretical link between approachability,

responsiveness, and loyalty as an attitude and loyalty as intention.

2.4 Bentler and Speckart’s (1979) Modification

Another criticism leveled at the Theory of Reasoned Action, is the assumption that the
effect of attitude is entirely mediated through behavioural intentions (e.g. Bentler &
Speckart, 1979). In response to this criticism, Bentler and Speckart (1979) extended the
Theory of Réasoned Action to include a direct relationship between attitude and

behaviour.

Within the Theory of Reasoned Action, Fishbein and Ajzen (1975) stated that the effect
of prior behaviour upon future behaviour was entirely mediated through attitude toward
the object. In contrast, Bentler and Speckart (1979) argue that prior behaviour has a

direct effect upon behavioural intentions as well as behaviour (Figure 6).
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Figure, 6. Modification to the Theory of Reasoned Action (based on Bentler

and Speckart, 1979:455).

Therefore, Bentler and Speckart’s (1979) modification outlined a direct relationship
between attitude and behaviour. Within a consumer context, this suggests that loyalty
directly influences actual purchase behaviour. The more a consumer likes a provider,
the more they will repurchase from that provider. This proposition is initially supported
within the work of Oliver (1999) who outlined a direct relationship between

organisational profit and loyalty. Bentler and Speckart also outlined a direct relationship
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between prior behaviour and subsequent behaviour. Within a consumer context, this
suggests that habitual purchasing may play an important role in future spending

patterns. Again, this proposition is initially supported within the work of Foxall (1997).

Support for the Bentler and Speckart modification (1979) to the Theory of Reasoned
Action can be found within the work of Budd, North and Spencer (1984). These

researchers examined the proposed modified model to explore the use of seat belts.

The Bentler and Speckart Model (1979) is particularly important within this thesis
because of the direct relationship outlined between attitude and behaviour. Such a
model emphasises the importance of capturing the process of forming loyalty, as well as
the outcome measure of actual behaviour. Since process measures reflect loyalty as an
attitude, and outcome measures reflect loyalty as a behaviour, it becomes in ortant, in
light of the Bentler and Speckart modification, to ensure that attitude, as well as
behaviour, is adequately represented. Therefore, Bentler and Speckart’s modification to
the Theory of Reasoned Action is addressed within this thesis as a foundation for the
{explor'ation of a direct relationship between loyalty as an attitude and loyalty as a

behaviour.

Modifications to the dominant model of attitude-behaviour relationship (Fishbein &
Ajzen’s 1975 Theory of Reasoned Action) outlined by Ajzen (1988) and Bentler and
Speckart (1979) highlight the important intermediary role that intention plays between
attitude (the process) and behaviour (the outcome). Therefore, although several
researchers have employed intentions as a substitute for actual behaviour (e.g. Oliver,
1980, Tellis, 1988), the influence of peripheral constructs such as prior behaviour

(Bentler & Speckart, 1979), and perceived behavioural control (Ajzen, 1988) upon
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actual behaviour indicates the need to also measure whether the behaviour was actually
performed. Therefore, research models that use intention as a substitute measure of
actual behaviour would be more robust if they captured attitude, intention, and actual

behaviour.

2.5 Hirschman’s (1970) Exit, Voice, Loyalty Theory

In order to address the relationship between dissatisfaction and loyalty, this research
also investigates Hirschman’s (1970) Exit, Voice, Loyalty Theory. Hirschman asserted
that in response to a decline in business firm quality, consumers will decide to exit
and/or voice (Figure 7). Exit occurs when the consumer terminates the exchange
relationship. Voice is performed when consumers convey their dissatisfaction directly to

the provider, third parties (e.g. Consumer Affairs), or friends and family.
Hirschman defines voice as

“Any attempt to change, rather than to escape from, an objectionable state of
affairs, whether through individual or collecﬁve petition to the manageinent
directly in charge, through appeal to a higher authority with the intention of
forcing change in management, or through various types of actions and protests,
including those that are meant to mobilize public opinion” (Hirschman,

1970:30).

Therefore, Hirschman (1970:30) outlines voice as “an attempt at changing the practices,
policies, and outputs of the firm from which one buys”. However, Van Dyne and Le

Pine (1998) noted that there are many varied definitions of voice within the literature.
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Hirschman (1970) also suggested that exit and voice are also highly interrelated. That is,

the intention to voice is influenced by an inability to exit.

\
>, Exit
]
]
1
]
I
I
Dissatisfaction !
:
1
]
|
Y
5 Voice

Figure, 7. Hirschman’s responses to dissatisfaction.

Furthermore, Hirschman (1970) argued that both exit and voice are potential
‘recuperation mechanisms’ for the organisation. That is, these responses may bring the
deterioration in qliality to the attention of management (Figure 8). However, the
relationship between exit and voice and level of recovery for the organisation is a non-
linear relationship. The effectiveness of exit and/or voice as a recuperative mechanism
is positively associated with amount of exit/voice, up to a point. After this threshold, a
further increase in exit/voice is negatively associated with recovery. That is, beyond a
certain point the drop in revenue associated with continued increases in exit hinder

management from recovering from the deterioration in performance. Likewise,
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continued increases in voice beyond a certain point drain resources (e.g. personnel,

infrastructure) that could otherwise be targeted at resolving the deterioration.
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Figure, 8. Exit and Voice as recuperative mechanisms.

Whilst both exit and voice are seen as potential ‘recﬁperation mechanisms’ for the
organisation (both responses may bring the deterioration in quality to the attention of
management), Hirschman (1981:220) argued that voice is the superior recovery
mechanism. For “if the firm acquired new customers as it loses the old ones”, exit
would provide little feedback regarding decreased performance/quality, and would
therefore, become ineffective as a recuperative mechanism. Furthermore, in comparison
to voice, silent exit does not provide specific feedback about the deterioration. “The

contribution of voice can clearly be of the greatest importance, simply because the
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information it supplies is rich and detailed compared to the bareness and blankness of

silent exit” (Hirschman, 1981: 220).

Voice as the superior recuperative mechanism is supported within the work of
Hagedoorn, Van Yperen, Van De Vliert & Buuk (1999) who considered voice a more
desirable consumer response for the organisation compared to exit. Reporting the
problem or concern, as opposed to avoiding the situation, draws attention to the problem
so that it can be rectified. Oliver (1997) also argued that it is a good idea to encourage
voice, so that the organisation is aware of failures. However, in comparison to exit,
which is typically “neat” and “impersonal”, voice as a consumer response, is
considerably more compiex in that “it can be graduated all the way from faint |

grumbling to violent protest” (Hirschman, 1970:16).

Hirschman (1970) also outlined a related construct that facilitates voice and impedes
exit - Joyalty (Figure 9). Loyalty, or a strong attachment to the ofganisation (Graham &
Keeley, 1992), is positively associated with voice. In contrast, loyalty is negatively
associated with, or decreases the probability of exit. Therefore, loy: y increases the
likelihood that a dissatisfied consumer will convey the dissatisfaction to others, whereas
loyalty decreases the likelihood that a dissatisfied consumer will exit the exchange

relationship.
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Figure, 9. Hirs: :man’s responses to dissatisfaction, including Loyalty.

An example of Hirschman’s (1970) model is evident within a consumer’s dissatisfying
experience. The exit and voice responses would be triggered by a diésatisfying
experience. For example, signing up for a monthly gym membership and discovering
that the gym was only open .forvtwo hours per day, at a time that was inconvenient. This
discovery might prompt the member to terminate the membership (exit); or because the
individual really liked the gym, call and let them know that current opening hours are

unacceptable in an attempt to have them changed (voice).

Although, Hirschman did not explicitly define loyalty, he did outline the two distinct
roles that loyalty plays. “First it can be an outcome itself wher' y individuals choose
loyalty (staying) rather than exit or voice. In this sense, loyalty is a behaviour opposite

to exit and, is not necessarily a deep commitment to the provider” (Oliver, 1997:376).
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Alternativély, loyalty can be a modérating variable whefe loyal individuals forgo exit
until all efforts at voice have failed. “Individuals with less loyalty will presumably ‘bail
out’ before exhausting all voice options” (Oliver, 1997:376). It is possible, however,
that the first role of loyalty, loyalty as a behaviour, may be a demonstration of the
underlying, or second fole loyaity plays, loyalty‘ as an attitude, providing support for the
dual nature of loyalty (attitude and behaviour), as outlined by the attitude-behaviour

framework.

Hirschman’s (1970) theory is the dominant model of consumer responses to
dissatisfaction within consumer research (e.g. Ping, 1993; Maute & Forrester, 1993;
Singh, 1988, 1990). Bemmels (1997:245)' argued that it is “the ‘simplicity and elegance’
of (Hirschman’s) theory, that makes it so widely applicable and such a popular
foundaﬁon of research”. Subsequently, Hirschman’s Exit, Voice, Loyalty Theory has
received a great deal of support over the years (eg. Saunders, 1992; Graham & Keeley,
1992; Farrell & Rusbult, 1992; Leck & Saunders, 1992; Withey & Cooper, 1992;
Saunders, Sheppard, Knight & Roth, 1992; Cannings, 1992; Minton, 1992; Rusbult &
Lowery, 1985; Rusbult & Farrell, 1983; Rusbult, Farrell, Rogers & Mainous, 1988;

" Rusbult, Johnson & Motrow, 1986; Rusbult, Zembrodt & Gunn, 1982; Singh, 1988,
1990; Maute & Forrester, 1993). For example, Saunders, Sheppard, Knight and Roth
(1992) used Hirschman’s model to explore employee voice within the workplace. Singh
(1990) employed Hirschman’s model to examine consumer complaint behaviour and
loyalty for consumer’s of services, such as grocery shopping, automotive repair,
medical care, and banking and financial services. Maute and Forrester (1993) also used

Hirschman’s model as a foundation for their consumer research into the effect of exit
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barriers, quality of alternatives and prior satisfaction upon exit, voice and loyalty.

Singh (1990b:1) stated that Hirschman’s theory as a framework for research “offers four
distinct advantages”. First, Hirschman’s theory attempts to explain why a dissatisfied
consumer enacts a particular response. Second, Hirschman’s theory has proved
applicable from work settings (e.g. Leck & Saunders, 1992) through to romantic
relationships (e.g. Rusbult, Johnson & Morrow, 1986), and therefore, is likely to prove
effective when considering the consumption of products and services. Third,
Hirschman’s theory recognises that consumer responses to dissatisfaction are
multidimensional, where more than one response can be performed. Keeley and Graham
(1991) also applauded Hirschman’s recognition of the multidimensional nature of
consumer responses. Finally, Hirschman’s theory integrates characteristics of the
industry in order to explain why consumer responses will vary across product/service

categories.

Hirschman’s (1970) conceptualisation of voice encompasses all types of voice,
including direct voice to the organisation, word of mouth to friends and family, as well
as third party communication to outside institutions. However, to ensure at this
research addresses elements that are within the organisation’s/provider’s direct control,
this thesis focuses on direct communication between the consumer and the organisation

or provider.

2.6 Bowlby’s (1969) Theory of Attachment

Finally, in order to understand loyalty as an attachment to the organisation, it is also

necessary to address the dominant theory of attachment. Bowlby (1969) developed a
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theory of attéchment based on the innate behaviours that }contribute to the survival éf
our species. The Theory of Attachment becomes particularly important in understanding
the rationale behind consumer lbyalty, and proVides further support for several of the"
determinants of loyalty. Bowlby’s (1969) Theory of Attachment stated that several of
our innate behav1ours (e.g. crying, suckmg, grasping, smllmg, cooing and babbhng) are
specifically designed to encourage attachment between the infant and caregiver.
Furthermore, just as babies are predisposed to emit these attachment-eliciting

behaviours, caregivers are also predisposed to respond to such signals.

However, Bowlby’s (1969) theory stated that these innate behaviours do not guarantee -
attachment. Secure attachments occur gradually as caregivers become more proficient at
reading and reacting appropriately to the baby’s signals, and the baby learns what the
caregivers are like and how to regulate their attention. Therefore, although humans are
biologically prepared to form close attachments, secure attachments will not develop
unless each participant has learned how to respond appropriately to the other. This
conclusion was later supported by the work of Ainsworth, Blehar, Waters and Wall
(1978), and of Johnson and Marano (1999) into the different types of attachment. For
example, securely attached, insecurely attached, and avoidant attachment. The Theory
of Attachment may provide a useful theoretical foundation for the investigation of a
consumer’s tendency to form attachments with providers. Furthermore, like the
development of attachment between babies and their caregiver, the attachment between

the provider and consumer could also need to be nurtured.

Johnson and Marano (1994) attributed the various types of attachment to different levels

of accessibility and responsiveness of the caregivers. Caregivers who are sensitive and
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responsi\}e to‘ thé child’s signals develop’securevattachments. Insecure attachments are
due to inconsistent responses, where the caregiver is unavailable sometimes and
affectionate at other times. Avoidant attachmenfs usually resuylt when caregivers rebuff
the child’s attempts for close bodily contact. Since child-caregiver attachments can be
encouraged through accessibility (or approachability) and responsiveness, accessibility
and responsiveness may be important building blocks for any relationship, including

consumer-provider relationships.

Subsequently, the Theory of Attachment indicates that humans are predisposed to form
‘attachments. This predisposition may explain the seemingly illogical reason for
consumers deciding to stick with one supplier, despite all of the competitive

alternatives.

In summary, several now well-established theoretical models of consumer behaviour
have been developed. However, it appears that there is still a great deal to learn about
consumer loyalty. For example, Oliver (1999:33) stated that “it is time to begin the
determined study of loyalty with the same fervor that researchers have devoted to a
better understanding of customer satisfaction”. Furthermore, Bowen and Spa s
(1998:139) outlined a better “understanding (of) the components and drivers of

customer loyalty” as the top priority for loyalty research.

How should consumer loyalty be measured in light of the theoretical implications?
What are the determinants of consumer loyalty, and how can consumer loyalty be
actively increased? To clarify some of the questions raised by existing consumer
research into loyalty, the next chapter will review previous research within this field.

This review will highlight several areas of loyalty research that require further

65



exploration, including a clear understanding of loyalty measurement and how it relates

to theory (loyalty as a process or loyalty as an outcome).
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Chapter 3: A Review of the Measurement of Consumer

Loyalty

“There is much to be known about the much-lauded but little understood concept

of loyalty” (Oliver, 1999:43).
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Previous research has employed many of the major theories addressed within the
previous chapter to develop operational measures of consumer loyalty, particularly
Oliver’s (1980) work into satisfaction, as well as Hirschman’s (1970) responses to
dissatisfaction. However, despite all of the theoretical and empirical attention, confusion
still surrounds the nature, and definition of loyalty. Researchers argue about whether
loyalty is a behaviour (e.g. Neal, 2000), or an attitude (e.g. Graham and Keeley, 1992).
These definitions of consumer loyalty have important implications for the effective
measurement of loyalty. To date, consumer loyalty has been measured through
repurchase intentions (e.g. Tellis, 1988), behavioural indicators (Cunningham, 1956),
and as a tendency to disregard problems (Ping, 1993). Therefore, this review of the
literature will explore these measures of consumer loyalty in more depth, in order to

gain a better understanding of the nature of consumer loyalty.

3.1 Two Areas of Measurement

“Loyalty implies continued purposeful interaction. .. with a product or service” (Oliver,
1997:387). Consumer loyalty has created a great deal of interest within industry, as well
as academic research (e.g. McIntyre, BRW 2000; Hirschman, 1970; Jardine, 2000;
Oliver, 1999; Reichheld, 2000). However, despite all of the research attention, the

nature of consumer loyalty continues to create a great deal of confusion (Oliver, 1999).

Generally, research into the nature of loyalty appears to be split into two sectors, loyalty
as a behavioural response (e.g. Neal, 2000; Yim & Kannan, 1998), and loyalty as an
attitude toward the organisation/provider (e.8. Saunders, Sheppard, Knight & Roth,

1992). However, much of this confusion may be due to the many different ways in
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which consumer loyalty.has been measured. Over the past five decades, consumer
loyalty has been measured through behavioural indicators (i.e. Eskildsen, 2000; Brown,
| 1952; Cunningham, 1956; Neal, 2000); intention to repurchase (i.e. Oliver, 1997; Tellis,
1988); and as a tendency to disregérd the problems associated with the service/product
(i.e. Singh, 1988, 1990; Withey‘& Cooper, 1992; Ping, 1993; Maute & Forrester, 1993).
Initially, the various measures of loyalty appear to contradict one another, providing
further fuel to the debate surrounding the néture of loyalty. However, when examined in
light of Fishbein and Ajzen’s (1975) attitude-behaviour framework, it becomes apparent
that each measure simply reflects a different stage of the attitude-behaviour sequence.
Supporf for the application of an attitude-behaviour framework to IOyalty is found

within the work of Oliver (1997) who also examined a model of attitude and behaviour

to explore consumer loyalty.

3.2 The Theory of Reasoned Action as a Framework

Generally, models of the consumptive experience tend to reflect a sequential process of
several essential stéges (e.g. Oliver, 1997; Graham & Keeley, 1992)(Figure 10). With
the Theory of Reasoned Action, Fishbein and Ajzen (1975) provide an effective
framework for this sequential process. The theory states that initially, individuals form
an attitude toward the object (product/provider). This attitude then leads to a
behavioural intention, or an intention to perform a specific act (Vaughan & Hogg,
1995). Finally, these behavioural intentions are “the immediate determinants of

corresponding overt behaviors” (Fishbein & Ajzen, 197 5:372).

69



ti | Behavioural Behaviour
Attitude [
Intention

Figure, 10.  The temporal sequence of the consumptive experience.

Within consumer research, this sequence has been referred to as the Attitude Sequence
Model (e.g. Oliver, 1997). Oliver (1997) postulated a model of consumer loyalty that
reflected each of the essential stages within the sequence. Qliver outlined four distinct
phases of consumer loyalty: Cognitive Loyalty (beliefs), Affective Loyalty (attitude),
Conative Loyalty (intention), and Action Loyalty (behayiour). Jacoby (1971) also lent
support to the use of an attitude-behaviour sequence as a framework for the
measurement of consumer loyalty. Specifically, Jacoby argued that behavioural
indictors, such as repeat purchase, represent the underlying attitude and intention to

perform the act associated with loyalty.

In light of the attitude-behaviour framework, it is essential to ensure that attitude,
intention and behaviour are all représented in order‘ to effectively capture the process
(the formation of attitude), as well as the outcome (the behaviour decision). Within this
thesis, measures that reflect attitude will be considered process measures, in that, these
measures tap into the formation of the attitude and explain an individual’s motivation
for performing the subsequent behaviour. However, process measures are unable to
guarantee that the behaviour will be performed (e.g. Bagozzi & Warshaw, 1990). In

contrast, measures that reflect actual behaviour will be considered outcome measures
>
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since they indicate the behavioural outcome or decision associated with the attitude.

Yet, outcome measures are unable to explain why the behaviour was performed (e.g.

Day, 1980).

Previous research typically employs behavioural intention as an outcome measure,
where intention is considered an effective substitute for actual b aviour (e.g. Bagozzi,
1981). However, as discussed previously, various peripheral constructs have a direct
influence on behaviour, including prior behaviour, attitude (Bentler & Speckart, 1979),
and perceived behavioural control (Ajzen, 1988). Therefore, intention is unable to
guarantee that the behaviour will actually be performed. As such, this thesis presents

intention as a separate component of consumer loyalty, which links the process

(attitude) to the outcome (behaviour).

3.3 The Process and Outcome Measures of Consumer Loyalty

This distinction between process and outcome measures helps clarify the division
evident within the nature of loyalty debate - loyalty as an attitude versus loyalty as a
behavibur. Those researchers who define yloyalty as a behaviour appear to have
employed outcome measures to operationalise loyalty (i.e. Withey & Cooper, 1992). In
contrast, those researchers who define loyalty as an attitude tend to have used process
measures to operationalise loyalty (i.e. Leck & Saunders, 1992). Although each of these
different measures may simply reflect a separate stage of the sequence, it is important to
identify which stages of the sequence these measures currently reflect. This will enable
researchers to identify those stages of the sequence that are not adequately represented.

Subsequently, this thesis outlines measures of behaviour (behavioural indicators),
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measures of intention (repurchase intentions), and measures of attitude (Tendency to

Disregard Problems).

3.3.1 Behavioural Indicator Measures

Early feseaféh considering loyalty within the field of marketing, focused on brand
loyalty for tangible products. During the 1950’s and early 1960’s, brand loyalty was
defined by consumers’ actual purchase behaviour. Brown (1 952) outlined several types
of loyalty, based on the sequence of a consumer’s purchasing behaviour. Undivided
loyalty was characterised by the continual purchase of the same brand (AAAA); divided
loyalty indicated the alternate purchase of two different brands (ABAB); unstable
loyalty resulted in a switch in brand purchase (AAABBB), and no loyalty was

characterised by the purchasing of different brands (ABCD).

Later, Cunningham (1956) offered an alternate definition of brand loyalty based on
purchasing behaviour, by introducing the notion of ‘proportion of purchases’.
Cunningham (1956:118) operationally defined loyalty as “the proportion of total
purchases represented by the largest single brand use”. Cunningham’s definition was
inherently pleasing as it easily lent itself to a percentage figure that could be used as an

index of loyalty strength.

Furthermore, the use of Cunningham’s index as a measure of loyalty is supported within
the work of Neal (2000:7), who stated that behavioural indicators provide an objective
measure of loyalty. “Loyalty is most easily understood in a behavioral context. The
behavioral definition of loyalty disregards motivation; it simply observes and measures

the degree of a customer’s repeat purchase of the same brands in a category. The
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measurement of behavioral loyalty is simple and elegant — the roportion of times a
buyer purchases the same product or service in a specific category compared to the total
number of purchases made in the category”. Reichheld and Schefter (1996) also stated

that behavioural indicators are a valuable consumer index.

When examined in light of the attitude-behaviour framework, it is clear that b avioural
indicators are an outcome measure of consumer loyalty. That is, consumer loyalty is
assessed through the actual behaviours performed by the consumer (the outcome), rather
than the course of forming an attitude (the process), or subsequent intention. The
effectiveness of behavioural indicators to enhance our prediction of future behaviour is
evident within previous research that demonstrates a stfong predictive capacity of past
behaviour upon future behaviour (e.g. Bentler & Speckart, 1979; Eagly & Chaiken,
1993). That is, knowing a consumer’s previous behaviour enables the prediction of their

future behaviour.

However, before behavioural indicators are able to identify loyalty, this type of measure
must rely on several repeat purchase interactions in order to develop a behaviour:
history. Furthermore, because behavioural indicators are an outcome measure of loyalty,
such a measure is unable to’ account for the process through which the consumer
progresses in order to reach a decision - from the appraisal of the object (cognition), to
the formulation of likes and dislikes (affect), through to the decision to continue or not
(intention). Subsequently, behavioural indicators are unable to differentiate between
consumers who have purchased due to external influences (only product or service,
convenient at the time) or internal processes (believes product/service is the best, likes

the provider). “Repeat purchase does not necessarily represent commitment, it merely
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represents a level of acceptance with the manner in which the activity is conducted as
well as its price, location, and time of offering” (Selin, Howard, Udd & Cable,
1987:221). Therefore, behavioural indicators are able to enhance our prediction of

future behaviour, but not necessarily our understanding of the underlying reasons for the

behaviour.

During the late 1960’s research began to criticise the validity of using purchasing, or
indicators of behaviour, as the sole definition of loyalty. For example, J)ay (1969)
argued that behavioural definitions were unable to distinguish between “intentional”
loyalty and “spurious” loyalty. “Spuriously loyal buyers lack any attachment to brand
attributes, and they can be immediately captured by another brand that offers a better
deal, a coupon, or enhanced point of purchase visibility through displays or other
devices” (Day, 1969:30, italics added). The importance of addressing attachment will be
considered in more depth later in the thesis. Day’s argument is also supported within ¢
work of Davis (2000), who stated that retained customers, as opposed to loy:

customers, give a false sense of business security. Simply put, behavioural indicators

suggest that “you are as good as your last transaction” (Davis, 2000:34).

Therefore, although behavioural indicators are an excellent indicator of actual consumer
behaviour, they are an outcome measure of consumer loyalty only. Behavioural
indicators are therefore unable to explain the process through which the consumer
progresses prior to performing the behaviour. As such, behavioural indicators are unable

to differentiate between intentional and spurious loyalty (loyalty due to chance) (Day,

1980).
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3.3.2 Repurchase Intention Measures

Another way that consumer loyalty has been measured is through intention to
repurchase (e.g. Dube & Maute, 1998;Tellis, 1988). That is, the self-reported likelihood
that the consumer will re-patronise the provider. When examined in light of the attitude-
behaviour framework, it is clear that repurchase intentions reflect the behavioural
intention stage of the sequence. Intention to repurchase reflects an intention to perform a
specific act (behavioural intention). The direct link between behavioural intentions and
actual behaviour outlined within the attitude-behaviour framework (Bagozzi, 1981;
Fishbein & Ajzen, 1975), accounts for the strong predictive capacity of repurchase

intentions upon actual consumer behaviour (e.g. Tellis, 1988).

Analogous to behavioural indicators, intention to repurchase is often employed as an
‘outcome measure of loyalty due to the belief that intentions are an effective substitute
for the measurement of behaviour (e.g. Tellis, 1988). However, like the behavioural
indictor measures, intention to repurchase does not tap into the process through which
- the consumer progresses to appraise the object, and formulate a feeling toward the
object. Rather, intention to repurchase reflects the decision made by the consumer to
continue or discontinue the exchange relationship. Subsequently, just like behavioural
indicators, repurchase intentions, by themselves, are unable to differentiate between
intentional loyalty and spurious loyalty. However, like process measures, behavioural
intentions are also unable to guarantee that the behaviour will actually be performed
(Bentler & Speckart, 1979; Ajzen, 1988). Instead, behavioural intention provides a link
between creating the motivation to perform the behaviour (process) and actually

performing the behaviour (outcome). As a link between attitude and behaviour,
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repurchase intentions are able to enhance our ability to predict future behaviour, but not
necessarily enhance our understanding of the underlying reasons for the behaviour.
Repurchase intentions are a powerful way to predict actual consumer behaviour.
However, repurchase intentions are the link between the process and outcome of
consumer loyalty. Therefore, this measure is unable to explain the procéss through
which the consumer progresses prior to performing the behaviour. As such, repurchase
intentions are unable to adequately differentiéte between intentional loyalty and

spurious loyalty.

It should be noted however, that within the original work of Fishbein and Ajzen (1975),
the effect of attitude upon behaviour is completely mediated through intention.
Therefore, it may be technically possible to differentiate spurious loyalty from
intentional loyalty, when behavioural intention and actual behaviour are measured, yet

attitude is not (Figure 11).

Behaviour

Figure, 11.  Attitude mediated through behaviour.

As indicated within Figure 12, the variance associated with behavioural intentions and
the indirect effect of attitude (loyalty), may be partialled out from actual behaviour,
leaving spurious loyalty. Since attitude (likes/dislikes) is completely mediated by

intention, capturing intention (asking consumers whether they intend to repurchase)
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enables the differentiation between consumers who like the product/service (intentional

loyalty) from those who found it convenient to purchase the service/product on the day

(spurious loyalty).
I | Behavioural |
Behaviour - Intention — | Spurious
(Intentional Loyalty
Loyaity)
i |

Figure, 12. Differentiation between Spurious and Intentional Loyalty.

- Although, this initial external calculation appears promising, in practice, external
calculations upon self-reported attitudes and perceptions have proved difficult. For
’example, previous research which attempts to artiﬁcially calculate difference scores
after the event have proved less reliable and sensitive than asking participants to

mentally conduct the evaluation internally (e.g. Oliver, 1980; Hurley & Estelami, 1998).

Furthermore, in contrast to Fishbein and Ajzen’s (1975) model, which stated that the
effect of attitude upon behaviour is completely mediated through behavioural intentions,
Bentler and Speckart (1979) argued that attitude does have a direct influence on

behaviour, independent to that of behavioural intention (Figure 13).
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Attitude Behaviour

Figure, 13. The direct effect of attitude upon behaviour.

Therefore, an external calculation using intention and behaviour without attitude would
leave the effect of attitude combined with spurious loyalty (Figure 14). Theoretically
and empirically, it appears that spurious loyalty is unable to be calculated after the
event, by only measuring behavioural indicators and behavioural intentions. Therefore,

it is important to also assess the procéss of attitude formation.

f | Behavioural Spurious

Behaviour - Intention — Loyalty
(Intentional +

Loyality) Attitude

Figure, 14.  Differentiation between Spurious and Intentional Loyalty, based on

Bentler and Speckart (1979).

Furthermore, in practice, the operational measurement of repurchase intentions is often
combined with several related concepts, and subsequently, can become a messy
measure of consumer loyalty. For example, repurchase intentions often tap into

different, yet related constructs including word of mouth communication (e.g. Sirohi,
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McLaughlin & Wittink, 1998), intention to switch to a competitor, intention to
recommend the product or service to others, and intention to cross-buy (e.g. Gronholt,
Martensen & Kristensen, 2000). Therefore, the repurchase intention measures typically

raise criterion relevancy issues, and introduce criterion contamination (Dipboye, Smith

& Howell, 1994).

3.3.3 The Tendency to Disregard Problems Measures

Based on the early work of Hirschman (1970), a great deal of consumer research has
also defined loyalty as a tendency to disregard problems associated with the provider.
For example, Singh (1988, 1990) argued that ldyalty encourages deliberate ‘no-action’
in response to dissatisfaction. That is, loyal consumers are more likely to forget the
incident, rather than coinplain or leave. Analogous to Singh (1988), Maute and Forrester
a 993) also operatiohalised loyalty as forgetting about the incident and doing nothing.
Maute and Forrester examined the extent to which consumers are willing to suffer in
silence. These researchers defined loyalty as a passive/constructive response, where
consumers "suffer in silence, confident that things will soon get better" (Hirschman,
1970; p 38). Ping (1993:323) also defined loyal behaviour as “the loyal member
suffering in silence, with confidence that things would get better”. Ping interpreted
Hirschman’s loyalty as “not rocking the boat” (p326), “ignoring the problem” (p325),

and responding “passively by being loyal” (p327).

Although, several researchers have examined loyalty as a tendency to disregard
problems, only Ping (1993) appears to have demonstrated a reliable measure. For
example, Singh (1988, 1990) did not explicitly develop a loyalty scale. Instead, Singh’s

(1988) measurement of loyalty was inferred within his measurement of voice. Unlike
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Singh, Maute and Forrester (1993) did explicitly measure the loyalty construct.
Unfortunately, this measure demonstrated several operational inconsistencies. For
example, according to these researchers, Hirschman’s (1970) conéeptualisation of
loyalty did not imply that consumers were "positively disposed toward the seller”
(Maute & Forrester, 1993:222). However, Hirschman (1970) himself suggested that a
possible reason for dissatisfied consumers to take no action was due to loyalty toward
the seller. Within loyalty is the implicit “expectation that someone will act or something
will happen to improve matters” (Hirschman, 1970:78). Loyal consumers ¢rust that the
provider will resolve the service/product failure. Furthermore, Maute and Forrester
(1993) developed the measure within a sample of undergraduate students responding to
fictitious scenarios, rather than actual consumer experiences. This approach had
received a great deal of criticism within previous research. For example, Bitner (1990)
argued that the use of role-playing scenarios reduces the external validity of the
findings. East (1996:32) also stated that “there is no guarantee that people will do in
normal settings what they will do in a simulation”. Furthermore, Thompson, Locander
and Pollio (1989:144) argued that for “consumer researchers to understand eXperience,
they must first ... allow for experience to exist”. In comparison, Ping’s (1993)
definition of loyalty has received support from Oliver (1997:378), who states that “Ping

developed reliable scales to measure...loyalty”.

Ping’s (1993: 348) scale uses items such as “I disregard problems with my primary
wholesaler because they just seem to work themselves out”. The measure appears to tap
into the consumer’s self-reported past behaviour, “I disregard problems. ...” Therefore,
in light of the attitude-behaviour framework, the measure appears to reflect the

behavioural stage of the process. Yet, in contrast to behavioural indicators, which solely
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reflect the behavioural stage, a tendency to disregard problems (disregard loyalty) may
also tap into the attitudinal process. That is, the consumer acts (disregards problems)

based on the belief that problems work themselves out (attitude).

This may suggest that disregard loyalty is both an outcome measure (behaviour), and a
process measure (attitude). Subsequently, like behavioural indicators and repurchase
intentions, disregard loyalty should have a strong predictive capacity to explain actual
consumer behaviour. However, in contrast to behavioural indicators and repurchase
intentions, disregard loyalty should also theoretically differentiate between intentional
loyalty and spurious loyalty. This dual role may explain why disregard loyalty is one of
the most common ways in which Consumer Loyalty is measured (e.g. Singh, 1988,

1990; Maute & Forrester, 1993; Ping, 1993; Hirschman, 1970).

The attitude-behaﬂziour framework indicates that it is necessary to address attitude,
intention and behaviour, in order to capture the entire sequence of consumer loyalty.
However, it is also important to determine the relative contribution of the consumer
loyalty construct to our understanding of the consumer experience. As indicated
previously in Chapter Two, Oliver’s (1980) model of consumer satisfaction is currently
tﬁe dominant model of consumer experience. The Expectations — Disconfirmations
Model outlines the process between expectations, satisfaction (attitude) and subsequent
behaviour. In light of the success of Oliver’s model in explaining consumer behaviour
(e.g. Swan & Martin, 1981; Oliver, 1997), it is essential to compare the consumer
loyalty construct to that of satisfaction. Such a comparison is particularly relevant due to
the similarity between the two processes (satisfaction and loyalty) with regard to the

underlying attitude-behaviour sequence (e.g. Oliver, 1997).
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3.4 The Expectations — Disconfirmation Model - Revisited

Our current understanding of the consumer process has been largely influenced by the
dominant model of consumer experience, the Expectations Disconfirmation Model (e.g.
Oliver, 1980; Churchill & Suprenant, 1982; Bearden & Teel, 1983; LaBarbera &
Mazursky, 1983; Woodruff, Cadotte & Jenkins, 1983; Cadotte, Woodruff & Jenkins,
1987; Oliver & DeSarbo, 1988; Tse & Wilton, 1988; Oliver & Swan, 1989; Oliver,
1997). As indicated previously, the model states that when evaluating a consumptive
experience, consumers compare the product/service to an internal standard, also referred
to as expectations (Oliver, 1980). Any deviation in actual performance from this
standard results in disconfirmed expectations (Oliver & DeSarbo, 1988). Disconfirmed
expectations then lead to attitude (Oliver, 1980). The Expectations Disconﬁrmation

Model appears to follow the sequence outlined by the attitude-behaviour framework.

Previous research into the attitude-behaviour framework indicates that attitude is made
up of two components: cognitive appraisal of the object, and an affective response

toward the object (Fishbein, 1963; Bagozzi, 1985) (Figure 15).

1 1
|

Cognition Affect Behavioural Behaviour
N
Intention

Figure, 15. The temporal sequence of the consumptive experience.

The attitude-behaviour framework begins with beliefs (cognition), leads to attitude

(affect), and then affects intention (behavioural intention) (i.e. Fishbein & Ajzen, 1975;
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Crosby & Taylor, 1983; Oliver, 1997). Jacoby (1971) also lent support to the separation
of attitude into cognitive and affective components when measuring loyalty. “To
exhibit...loyalty impiies repeat purchasing based upon cbgnitive, affective, evaluative,
and dispositional factors — the classic primary components of attitude” (Jacoby,

1971:26).

Within the Expectations Disconfirmation Model, the cognitive appraisal stage is
reflected in the comparison of the product/service to an internal standard (disconfirmed
expectations). This cognitive appraisal influences an affective response, or in this case,

satisfaction (Figure 16).

Disconfirmed | | gatisfaction Behavioural Behaviour
Expectations Intention
L
Cognition | | Affect | Intention Action

Figure, 16. The attitude sequence of the Expectations — Disconfirmation Model.

Satisfaction has been defined as “the summary psychological state resulting when the
emotion surrounding disconfirmed expectations is coupled with the consumer’s prior
feelings about the consumptive experience” (Oliver, 1981:27). This definition suggests
that satisfaction reflects the affective stage of the attitude-behaviour framework, and is

therefore a process measure. The attitude (satisfaction) then directly determines
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behavioural intention (Everelles & Leavitt, 1992), and as mentioned previously,

behavioural intention is the precursor to actual behaviour (Bagozzi, 1981).

The Expectations — Disconfirmation Model of the consumptive experience is currently
the dominant model within consumer research because it has remained robust and
effective within various consumer contexts, from products to service (e.g. Churchill &
Suprenant, 1982; Oliver, 1980). One reason it has proved so effective may be because
the Expectations — Disconfirmation Model recognises each of the stages within the

attitude-behaviour framework: cognition, affect, intention, and action.

Previous research suggests satisfaction as the dominant predictor of behavioural
intentions, and subsequent consumer behaviour (Oliver, 1980, 1997; LaBarbera &
Mazursky, 1983; Hirschman, 1970). Therefore, within the attitude-behaviour sequence,
satisfaction is an important process measure of attitude formation. In light of this
finding, a process measure of consumer loyalty is really only useful if it is able to
enhance our ability to explain, predict and manipulate future attitudes and behaviour,
above that already achieved through the measurement of satisfaction. Therefore any
attempt to identify a process measure of loyalty as a predictor of behavioural intention,

should be tested within the presence of satisfaction.

In summary, consumer loyalty has received a great deal of research attention (e.g.
Oliver, 1997; Ping, 1993; Maute & Forrester, 1993; Singh, 1990). This attention is
largely due to the hypothesised relationship loyalty holds with organisational profit
(Oliver, 1997; Fornell & Wenerfelt, 1987). A relationship which has enticed many
attempts to increase consumer loyalty through loyalty programs. Unfortunately, these

traditional attempts appear to have failed (Jardine, 2000). The poor performance of

84



these early attempts méy be due to a singular focus on the wrong aspect of loyalty.
Loyalty programs tend to focus on the outcomes of loyalty, rather than the process
involved. However, the attitude-behaviour framework outlines the importance of also
examining the process of attitude formation. A new approach to operationalising
loyalty, which takes into account the process as well as the outcome, may shed more
light on how to increase consumer loyalty. In turn, a new approach to the measurement
of loyalty may reveal previously overlooked determinants of loyalty, and help to clarify
the cognitive determinants of consumer loyalty. Previous research has examined many
potential determinants from consumer satisfaction (Oliver, 1997) through to consumer
voice (Hirschman, 1970). Unfortunately, empirical support for these determinants has
proved inconsistent at best. Therefore, the next chapter explores previous research into
the determinants of consumer loyalty taken from the two major fields of research,

consumer satisfaction and consumer dissatisfaction.
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Chapter 4: The Cognitive Determinants of Consumer

Loyalty

“When unhappy, one doubts everything; when happy, one doubts nothing” Joseph

Roux — Meditations of a Parish Priest.
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Similarly to the measurement of consumer loyalty addressed within the revious
chapter, prior research into the determinants of consumer loyalty is also largely derived
from Oliver’s (1980) work regarding satisfaction, and Hirschman’s responses to
dissatisfaction. Research into consumer dissatisfaction outlines voice (or
communication) as the determinant of loyalty. In contrast, research into consumer
satisfaction explored satisfaction itself as the determinant of consumer loyalty.
Interestingly, both voice and satisfaction have demonstrated inconsistent empirical
support, where the expected relationships with loyalty are only occasionally
demonstrated. In response to these inconsistent results, this chapter will review previous

research into voice and satisfaction.

4.1 Voice

One key determinant of loyalty that has been traditionally addressed within
dissétisfaction research is voice (e.g. Hirschman, 1970; Singh, 1990; Maute & Forrester,
1993). As discussed previously, the majority of consumer and organisational research
examining loyalty, and particularly the relationship between loyalty and voice, is based
on the work of Hirschman (1970) (e.g. Farrell & Rusbult, 1992; Graham & Keeley,
1992; Maute & Forrester, 1993; Singh, 1990). Hirschman (1970) stated that in response
to a dissatisfying experience, consumers will decide to exit and/or voice. The exit
response involves not using, or repurchasing from, the business firm again. Voice
involves communicating with the business firm, third party authorities, or friends and
family about the product or service. Hirschman also addressed the effect of loyalty upon

these two responses.
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Hirschman (1970) stated thaf loyalty is positiv‘eiy associated With voice, and is
negatively associated with exit. That is, loyalty increases the probability of the
consumer communicating, and decreases the probability of the consumer leaving the
exchange relationship. Therefore, Hirschman explicitly outlined a direct relationship

between voice and loyalty.

Hirschman (1970) also recognised the relationship between voice and loyalty is not
independent. Loyal consumers tend to seek out methods of becoming influential, and
individuals who possess considerable influence usually develop an attachment to the

organisation. Subsequently, the cause and effect relationship between voice and loyalty

has been diffused.

Research into consumer dissatisfaction has tended to examine the relationship between
IOyalty and one aspect of voice, direct voice, or communicating directly with the
provider (Singh, 1988, 1990). In particular, previous research into direct voice has
addressed consumer complaints, or the expression of dissatisfaction to the provider.
Therefore, in response to the relationship between direct voice and loyalty,
organisations are encouraged to facilitate consumer complaints. For example, Fornell
and Wenerfelt (1987:344) stated that “customer loyalty can be increased by encouraging
consumers to complain”. However, it has been assumed that the relationship between
encouraging complaints and loyalty is mediated by the act of complaining, or direct

voice (e.g. Blodgett et al., 1993) (Figure 17).
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Encouraging | ) Direct l
Complaints ~ Voice | Loyalty

Figure,17. The relationship between Encouraging Complaints, Voice and

Loyalty.

Based on the theoretical relationship between voice and loyalty, a great deal of research
attention has been dedicated to examining this relationship (eg. Saunders, 1992; Graham
& Keeley, 1992; Farrell & Rusbult, 1992; Leck & Saunders, 1992; Withey & Cooper,
1992; Saunders, Sheppard, Knight & Roth, 1992; Cannings, 1992; Minton, 1992;
Rusbult & Lowery, 1985; Rusbult & Farrell, 1983; Rusbult, Farrell, Rogers & Mainous,
1988; Rusbult? Johnson & Morrow, 1986; Rusbult, Zembrodt & Gunn, 1982‘).
Subsequently, the relationship between voice and loyalty has received a great deal of
theoreticél and empirical support. For example, Blodgett et al. (1993) stated that
dissatisfied consumers, who are encouraged to complain to the provider and actually

complain, demonstrate greater levels of loyalty toward the provider.

The majority of previous research into the relationship between voice and loyalty has
provided empirical support for the positive relationship between voice and loyalty
outlined by Hirschman (1970). “Complainants who feel that justice has been served are
likely to repatronise the retailer (and may even become more loyal customers)”
(Blodgett et al., 1993:400). Richins (1983) also demonstrated that the act of
complaining (a component of direct voice) increases subsequent satisfaction and loyalty

toward the organisation.
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Furthermore, Hirschman (1970) states that the direct voice response is a more costly
response than exit, in that voice requires greater effort on the consumers’ part to
communicate with the provider, rather than simply not repurchase. Subsequehtly,
Hirschman hypothesises that the effort required to voice is expended due to an initial
level of loyalty toward the provider. For example, Fornell and Wemerfelt (1987)
indicated that dissatisfied consumers may demonstrate greater loyalty than satisfied
consumers, if encouraged to express their concerns directly to the service provider by
complaining. This suggests a strong relationship between complaining (one component

of direct voice) and consumer loyalty.

4.1.1 The Direct Effect of Voice upon Loy: ty

Previous research has indicated that the association between voice and loyalty is a direct
relationship (e.g. Hirschman, 1970; Fornell & Wernerfelt, 1987). Hirschman (1970)
argued that voice directly leads to subsequent loyalty. Hirschman asserted that voice is
an attempt at influencing the quality of the service, which suggests that the consumer
intends to stay. Subsequently, a satisfied consumer may inform the provider directly to
ensure that a similar level of service is provided again in the future. Alternatively, a
dissatisfied consumer may inform the provider directly to ensure that the quality of the

service is improved in the future.

urthermore, dissatisfied consumers who complained (direct voice) were more likely to
repurchase (an outcome of loyalty), even if their complaint was not handled in a
satisfactory way, than those who did not complain. For example, Richins (1983:76)
states that “even if the complaint is not settled to the consumer’s satisfaction, he/she is

more likely to repurchase than if no complaint is made”. Therefore, based on the
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direét relationship BetWeen Voiée and loyalty, the effectiveness of the complaint
handling process may not influence subsequent loyalty. Superficially, it seems absurd
that a consumer who went to the trduble of coﬁlplaining, and was subsequently

- dissatisfied with the provider’s response would still demonstrate indicators of loyalty. A
possible reason for this illogical reactibn is provided by Bearden and Oliver (1985) who
argued that “the very act of complaining may enhance loyalty, not only through its
ability to initiate redress, but also through its cathartic effects of ‘getting it off my

chest’”.

- 4.1.2 The Effect of Voice upon Loyalty through Satisfaction

Previous research has also alluded to an indirect relationship between voice and loy: y.
For example, a dissatisfied consumer who is encoﬁraged to complain (voice pre ctors)
is more Iikely to complain (a component of direct voice). If e complaint is handled
effectively, then voice may lead indirectly to loyalty through secondary satisfaction
(Oliver, 1997; Richins, 1983; Blodgett et al., 1993). In turn, loyalty toward the
organisation influences expectations regarding future consumptivé expeﬁences
(Hirschman, 1970; Woodruff, Cadotte & Jenkins, 1983). Therefore, previous consumer
research suggests a direct relationship between loyalty and expectations regarding future

consumer experiences (e.g. Bearden & Oliver, 1985) (Figure 18).
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Figure, 18. The relationship between Voice and Loyalty for dissatisfied

consumers.

Based on this indirect relationship between voice and loyalty, effective complaint
handling processes can dramatically influence rates of retention >yalty as an outcome)
(Tax, Brown & Chandrashhekaran, 1998). “Completely satisfied complainants had a
higher percentage of...repurchase intentions (an outcome of loyalty) than those who had
no problems” (Oliver, 1997:368). However, due to the potential resources required to
effectively redress a complaint (Oliver, 1997), deliberately ensuring that consumers
experience a minor problem would not be an efficient form of enhancing loyalty, as an

alternative to traditional loyalty programs.

4.1.3 The Complex Relationship between Voice and Loyalty

The voice and loyalty constructs have received a substantial amount of empirical
attention within organisational research (e.g. Graham & Keeley, 1992; Saunders, 1992;
Farrell & Rusbult, 1992; Farrell, 1983; Rusbult, Farrell, Rogers & Mainous, 1988). For
example, Hirschman (1970) postulated a direct, positive relationship between voice and
loyalty. Leck and Saunders (1992) also demonstrated a direct, positive relationship

between voice and loyalty within the workplace.
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Unfortunatély, hbwew)er, the direct relationship between thé act of complaining (direct
voice) and subsequent loyalty has also received inconsistent empirical support. Withey
and Cooper (1992) demonstrated a differential relationship between loyalty and voice,
depending on which elements were assessed. The passive elements of loyalty (patience,
forbearance) demonstrated a relatiVely weak, positive relationship with voice. Passive
loyalty increased as voice increased. In contrast, the active elements of loyalty (doing
things to improve the situation) demonstrated a weak negative relationship with voice.
Active loyalty decreased as voice increased. Furthermore, within the workplace,
Saunders, Sheppard, Knight & Roth (1992) were unable to demonstrate a direct
relationship between voice and organisational commitment, thé superordinate construct

of loyalty (Porter, Steers, Mowday & Boulain, 1974; Buchanan, 1974; Bemmels, 1997).

However, this failure to demonstrate a relationship between commitment and voice may
be due to the criterion contamination associated with the other components of
commitment (involvement and identification) (e.g. Porter et al., 1974). Alternatively,
the inconsistent empirical evidence may suggest that the relationship between voice and
loyalty is more complex than first thought. This relationship may be influenced by o er

variables.

4.2 Satisfaction

In contrast to research into dissatisfaction, satisfaction research outlines satisfaction as
the determinant of loyalty (e.g. Oliver, 1997), and therefore, the key to actively
influencing loyalty. For example, Oliver (1997) outlined loyalty as a long-term

consequence of satisfaction. Unfortunately, empirical su; ort for the role of satisfaction
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as a determinant of loyalty has been inconsistent. Several researchers have argued that
satisfaction is not sufficient to induce loyalty by itself (Oliver, Rust & Varki, 1997,
Taher, Leigh & French, 1996). Reichheld (1993) reported that up to 85% of defectors
are previously satisfied with the supplier’s performance. Therefore, satisfaction is not
sufficient to ensure the outcome of consumer loyalty, repurchase. “Although satisfaction
increases loyalty, satisfied customers are not necessarily loyal, nor loyal customers

satisfied” (Dube & Maute, 1998:776).

Subsequently, previous research has concluded that satisfaction is not a determinant of
loyalty, yet still plays a major role within the loyalty process (e.g. Oliver, 1997).
Although, a number of researchers successfully demonstrated a relationship between
satisfaction and loyalty (e.g. Oliver, 1997), other researchers were unable to
demonstrate a relationship between satisfaction and loyalty (e.g. Dube & Maute, 1998).
The changing relationship between satisfaction and loyalty may indicate a moderation
effect (Baron & Kenny, 1986). That is a difference in relationship for satisfied
compared to dissatisfied consumers. Therefore, although satisfaction is not sufficient to

determine loyalty, it may moderate the relationships loyalty holds with other constructs.

Initial support for satisfaction as a moderator of the loyalty process, can be found within
the work of Ping (1994) who demonstrated the moderation effect of satisfaction upon
exit, or behavioural intentions (an outcome measure of loyalty). This may suggest that
satisfaction is a moderator of the relationships between loyalty and its determinants,
rather than a determinant itself. That is, the relationship between loyalty and its
determinants may be influenced by the presence or absence of satisfaction (Figure 19).

For example, an empirical relationship between voice and loyalty may be evident when
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consumers are dissatisfied, yet not when consumers are satisfied.

—— Satisfaction

Loyalty

Determinants »  Loyalty

Figure, 19. 'The moderation effect of Satisfaction upon Loyalty and its

determinants.

4.2.1 Satisfaction as a Moderator

The relationship between encouraging complaints and subsequent consumer loyalty,
mediated by the act of complaining (direct voice) appears to adequately explain the
consumer experience for dissatisfied consumers (e.g. Bearden & Oliver, 1985; Richins,
1983; Blodgett et al., 1993). It appears logical that for those patrons who are
dissatisfied, being encouraged to inform the organisation of their dissatisfaction, then
actually complaining and discovering that the organisation listened, increases the
patrons’ secondary satisfaction and liking for the organisation (loyalty). This
relationship raises issues regarding the underlying constructs of initial satisfaction (or

dissatisfaction) and secondary satisfaction.

Oliver (1997) argued that initial satisfaction/dissatisfaction is a separate construct to

secondary satisfaction due to the differing determinants of each type of satisfaction. He
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argued that equity (or inequity) and attribution are the primary determinants of initial
satisfaction/dissatisfaction. In contrast, secondary satisfaction is determined by
satisfaction with the redress received, and the manner in which the complaint was
handled. Analogous to the differences between initial satisfaction/dissatisfaction, and
secondary satisfaction, the consumer process may be different for those consumers who

are initially satisfied, compared to consumers who are initially dissatisfied.

Unlike initial dissatisfaction, consumers that are initially satisfied do not appear to have
a trigger to actually complain (direct voice). These consumers are not primed by
dissatisfaction with the product/service (perceived inequity), and as a result are unlikely
to complain. Therefore, the subsequent secondary satisfaction and loyalty that are
typically associated with actual complaints (e.g. Gilly & Gelb, 1982), including
satisfaction with the provider’s reaction and the cathartic effect of complaining (e.g.

Bearden & Oliver, 1985), do not influence satisfied consumers that did not complain

(Figure 20).
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Figure, 20. The relationship between Voice and Loyalty for satisfied consumers.

What then, is the effect of encouraging consumer complaints upon levels of loyalty, for

satisfied consumers that have not experienced a dissatisfying experience and are
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unlikély to complain? The inconsistent résulfs demonstrated for both satisfaction and
voice as determinants of loyalty may suggest an interaction (e.g. Dube & Maute, 1998;
Withey & Cobper, 1992). The lack of dissatisfaction, or more specifically, the influence
- of satisfaction as a moderator, upon the relationship between encouraging complaints
and loyalty may help explain the inconsistent empirical support demonstrated by
researchers such as Withey and Cooper (1992) and Saunders et al. (1992). That is,
previous research may have inconsistently demonstrated empirical su; ort for a direct
relationship between voice and loyalty due to the influence of a third variable —
satisfaction. Furthermore, the direct influence of satisfaction on loyalty and its
relationship with other key constructs is supported within the work of Oliva, Oliver and
MacMillan (1992) who outlined a non-linear relationship between satisfaction and

loyélty.

Research also indicates that individuals, including consumers, are typically satisfied,
whilst only a small proportion of people tend to be dissatisfied. For example, Peterson
and Wilson (1992) argued that only a relatively small number of consumers are actually
dissatisfied. This view is supported within the work of Andrew and Withey (1976) who
indicated that satisfaction measures generally demonstrate a positive skew, or a greater
number of positive responses to satisfaction scales. Therefore, based on the large
proportion of consumers who are typically satisfied, the inconsistent empirical support
for the relationship between voice and loyalty may be due to the influence of

satisfaction as a moderator.

Previous research appears to have made great in roads into the understanding of

dissatisfied consumers (e.g. Day, 1980; Ping, 1993; Blodgett et al., 1993; Sparks &
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Bradley, 1997; Davidow, 2000). However, little is known about the voice-loyalty
relationship for the larger proportion of consumers, those who are satisfied with ¢
product/service. Furthermore, only a few studies have addressed the direct effect of
encouraging consumer complaints upon subsequent loyalty (e.g. Farrell & Rusbult,
1992; Saunders et al., 1992), and again this research focused on consumers who were

dissatisfied.

4.3 A Direct Relationship Between Encouraging Complaints and

Loyalty

Theoretically, however, a direct reiationship between encouraging complaints and
loyalty is supported within early work into perceived control, and in particular, Ajzen’s
(1988) Theory of Planned Behaviour. Specifically, Ajzen (1988) defined perceived
behavioural control as the perceived ease, or conversely the difficulty, of performing a
specific behaviour. Greater perceived control is associated with the number of
resources, and barriers to performing the act. The greater the perceived resources, and
the fewer the perceived barriers, or obstacles, to performing the act, the more perceived
control the individual may feel. In turn, greater pefceived control is associated with

stronger behavioural intentions.

With regard to encouraging complaints and loyalty, being aware of the mechanisms to
voice (encouraging complaints), if needed, may enhance repurchase intentions (a
component of loyalty), by providing a sense of perceived control, should a dissatisfying
experience arise. Particularly, if becoming aware of these voice mechanisms increases

the perceived resources to voice, and reduces perceived barriers to voicing, Therefore,
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Ajzen’s (1988) model appears to provide theoretical support for a direct relationship
between encouraging consumer complaints and loyalty, independent to that of direct

voice, as previously thought.

1nitia1 empirical support for the direct rélationship between encouragihg complaints, or
the predictors of voice, as determinants of consumer loyalty can be found within the
work of Maute and Forrester (1993). These researchers examined the direct relationship
between exit barriers and the attractiveness of alternatives upon loyalty. Specifically,
Maute and Forrester demonstrated a negative relationship between exit barriers and
loyalty. That is, dissatisfied “buyers deterred from exit by barriers... (felt) less loyal to
sellers who impose costs to deter exit, rather than proViding solutions or remedies to
dissatisfaction problems” (Maute & Forrester, 1993:227). Like exit barriers, these
researchers also demonstrated a negative relationship between the attractiveness of

~ alternatives and loyalty. “The presence of attractive alternatives.. .result(s) in reduced
loyalty as buyers become increasingly sceptical about whether their interests are served
by this” provider (Maute & Forrester, 1993:228). Based on this initial support for a
direct relationship between encouraging complaints and loyalty, it is important to

examine ways in which to encourage consumer complaints.

4.3.1 Encouraging Consumer Complaints

In order to increase perceived control by increasing perceived resources, and reducing
barriers to direct voice, organisations have been encouraged to make it easier for
consumers to complain. Previous research within Consumer as well as Organisational
Psychology has suggested numerous drivers of, or ways to encourage, consumer

complaints. However, this current thesis will focus on those antecedents that are the
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most commonly used, and have the greatest ability to predicf voice. These include,
perceived approachability and responsiveness, exit barriers and attractiveness of
alternatives, attitude toward complaining, and perceived importance (Saunders,
Sheppard, Knight & Roth, 1992; Maute & Forrester, 1993; Singh, 1990; Blodgett et al.,
1993). To date, not all of these common determinants of consumer voice have been

addressed simultaneously.

4.3.1.1 Approachability and Responsiveness

One common way organisations have attempted to encourage consumer complaints is to
become more responsive and approachable. ’Altemative “responses (to dissatisfaction)
are less common when the sellers are perceived as responsive to consumer complaints”
(Richins, 1987:13, brackets added). Saunders, Sheppard, Knight and Roth (1992)
investigated the factors that increase the probability of voice within an organisational
setting. These researchers concluded that the perception of how voice will be managed
by supervisors influences the voice behaviours of subordinates. Specifically, two
dimensions of voice management were identified. Approachability encompassed how
open to voice the recipient is perceived to be, and responsiveness was defined as the

extent to which the recipient is perceived to be responsive to voice.

These dimensions are supported by Richins’ (1983) earlier research into retailer
responsiveness and consumer communication. Richins (1983) concluded that retailer
responsiveness consists of two dimensions: a “willingness to provide a remedy for the
dissatisfaction should a consumer complain” (responsiveness); and “the extent to which
the retailer makes the complaint handling mechanism available” (approachability)

(Richins, 1983:72, brackets added). Furthermore, Richins (1983) demonstrated a
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direct rela\tio.nship bétween perceived retailer responsiveness and direct communication.
Consumers who perceived the retailer to be responsive and approachable were more
likely to complain (Richins, 1983). Therefore, by encouraging complaint behaviour, an
organisation is able to minimise the preval ce of other responses, including negative
word of mouth (Richins, 1983), or telling friends and family about the dissatisfying

experience (Singh, 1988).

Further support for Saunders et al’s (1992) approachability and responsiveness
conceptualisation is provided within the work of Singh and Wilkes (1996). These
researchers stated that the “consumer’s perceptions of sellers’ responsiveness to voice
complaints and the value they see in sellers’ redress actions” are important predictors of
consumer responses (Singh & Wilkes, 1996:364, italics added). Blodgett et al.,
(1993:423, brackets added) also confirmed that “dissatisfied customers who perceive a
high likelihood of success (responsive), and feel that their problems are equally
important to the retailer (approachable), are the most likely to seek redress”. Therefore,
to encourage consumers to complain (direct voice), an organisation needs to increase

perceptions of responsiveness and approachability.

4.3.1.2 Exit Barriers and Quality of Alternatives

Previous research has indicated other possible determinants of consumer complaints,
including exit arriers and attractiveness of alternatives. Maute and Forrester (1993)
examined the influence of exit barriers and attractiveness of alternatives upon consumer
voice, based on the Investment Model (Rusbult & Farrell, 1983). The Investment Model
was initially developed to explain the relationship between interpersonal or employment

dissatisfaction and behaviour, and addressed prior satisfaction, commitment,
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perceived rewards and costs, as well as turnover/exit. The Investment Model has
received strong empirical support. (e.g. Farrell & Rusbult, 1992; Farrell, 1983; Rusbult
& Lowery, 1985; Rusbult & Zen rodt, 1983; 'usbult, Farrell, Rogers & Mainous,

1988; Rusbult, Zembrodt & Gunn, 1982; Farrell & Rusbult, 1992).

Maute and Forrester (1993) applied the Investment Model to consumer dissatisfaction.
These researchers argue that attractiveness of alternatives and exit barriers are the
“central influence on consumer responses to dissatisfaction” (Maute & Forrester, 1993:
220). Maute and Forrester (1993:227) define exit barriers as obstacles that “increase
the buyer’s costs of terminating an exchange relationship”. An increase in these costs
will result in a reduction of exit. Subsequently, in an attempt to reduce future
dissatisfaction, a consumer wi increase voice behaviours. In contrast, attractive
alternatives allow consumers to terminate their current exchange relationship without
sacrificing the benefits of receiving the product or service. An increase in attractiveness

of alternatives will result in greater exit.

Support for the concept of attractiveness of alternatives can be found in the work of
Bemmels (1997), who argued that the choice of consumer response is influenced by the
alternative opportunities available to the individual. Based on the Investment Model,
Maute and Forrester (1993) state that those consumers disinc ned to leave due to exit
barriers, yet with attractive alternatives, will exhibit greater voice behaviours in order to
minimise the discrepancy between their service provider and its competitors. For those
disinclined to exit, their interests “are best served by closing the gap between this,

under-performing seller and the attractive alternatives” (Maute & Forrester, 1993: 228).
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Maute and Forrester (1993) successﬁﬂly demonsfrated a positive relatioﬁship between
exit barriers and voice intentions. That is, intention to voice increased as exit barriers
increased. However; Maute and Forrester (1993) also outlined a poéitive relationship
between the attractiveness of alternatives and voice. Yet, these researchers were unable
to fully te‘st ’the relationship between voice and attractiveness of alternatives, as the main
effect for this relationship did not reach statistical significance. Therefore, empirical
support for a positive relationship between voice and attractiveness of alternatives

remains unresolved.

Contrary to Maute and Forrester’s (1993) untested hypothesis, the relationship between
voice and the attractiveness of alternatives may be negative. Voice requires greater time
and effort on the consumer’s part compared to exit (Hirschman, 1970). Therefore, it
éppears more likely that the consumer will exit when aware of a better service provider,
as this is an easier response (requires less effort) than voice. Therefore, voice will

decrease as the quality of alternatives increase.

4.3.1.3 Attitude Toward Complaining

Enacting the voice response is also influenced by social influences (Bemmels, 1997),
including attitude toward complaining (Singh, 1990). Attitude toward complaining,
based on the work of Richins (1982), is comprised of two facets: individual norms about
complaining directly to the service provider/seller (personal norms); and individual
beliefs about the possible social benefits of complaining (social benefits)(Singh, 1990).
Both of these facets were derived from the learning perspective, which states that
behaviour (including complaining) is a function of prior learning (Tinklepaugh, 1928; in

Seamon & Kendrick, 1994; Singh, 1990). Prior complaint learning for consumers
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includes “past behaviof, knowledge of unfair practices, (and) information about
consumer rights and complaint channels” (Singh, 1990:62, brackets added). In turn,
prior learning influences the formation of attitudes and subsequent behaviours (Singh,
1990). The more strongly formed the attitude about complaining, the more likely the
consumer is to complain. Therefore, Singh (1990) demonstrates a positive relationship
between attitude toward complaining and voice. That is, intention to voice increases as

one’s general attitude toward complaining becomes more positive.

4.3.1.4 Perceived Importance

Anothér variable that has previously influenced consumer Voicé is e perceived
importance placed on the purchase. The concept of perceived importance “recognizes
that consumers attach more ‘worth’ to some products (or services) than to others
(Blodgett, Granbois & Walters, 1993:407, brackets added). Consumers who are
dissatisfied with a product or service that is important (or worthwhile) to them will
make the emotions associated with that consumptive experience stronger (i.e. anger,

frustration, dissatisfaction).

Blodgett et al. (1993) argued that those consumers who are dissatisfied with a product
(or service) that is important to them, will want to retaliate through negative word of
mouth, and will want to exit. This suggests that the type of response consumers perform
(i-e. redress seeking, negative word of mouth, or exit) is influenced by perceived
importance (Blodgett et al., 1993: 400). Blodgett’s work suggested that direct voice

increases as perceived importance decreases.

However, in contrast to Blodgett et al’s hypothesis, Vroom and Yetton (1973) and
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Gfaham aﬁd Keeley (1992), suggeéted that the consumer is more kely to seék redress
when the product is important to them. Direct voice increases as perceived importance
increaées. A positivé relationship between perceived importance and voice seems
logical, as a consumer is more likely to seek to rectify the problem for a purchase that is
éonsidéred irhportant (Graham & Keeléy, 1992). Furthermore, a positive relationship
between voice and perceived importance is supported within the earlier work of
Hirschman (1970) who indiéated that voice requires a great deal of effort upon the
consumers’ part. Therefore voice is more likely when the purchase is perceived as

important, and worth the effort.

Previous research within the communication literature has demonstrated the
effectiveness of approachability, responsiveness, exit barriers, attractiveness of
altematives, attitude toward complaining, and importance as determinants of voice.
However, in light of the possible moderation effect of satisfaction, as well as the
theoretical support from perceived behavioural control (Ajzen, 1988), the determinants
of voice may have a direct relationship with loyalty. That is, encouraging consumer

complaints may be previously overlooked determinants of consumer loyalty.

In summation, a great deal of research has linked loyalty directly to organisational profit
(e.g. Oliver, 1997; Reichheld, 1993). In an attempt to identify the best way to influence
loyalty and subsequent profit, previous research has also addressed the key determinants
of loyalty. Traditionally, voice has been directly linked to loyalty (e.g. Hirschman,

1970; Leck & Saunders, 1992). However, this relationship has demonstrated some
inconsistent results (e.g. Withey & Cooper, 1992). Another traditional determinant of

loyalty, satisfaction (e.g. Oliver, 1997), has also failed to meet expectations. Dube and
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Maute (1998) indicated that satisfaction is not sufficient to determine loyalty.

Based on the inconsistent empirical research ‘associated with satisfaction and voice, this
thesis postulates a different sequence to that traditionally examined. Instead of an
indirect relationship between encouraging’ cdmplaints and loyalty, inedivated by direct
voice. This thesis argues that due to a moderation effect of initial satisfaction, it is likely
that encouraging complaints has a direct effect upon consumer loyalty. That is, when

satisfaction is high, encouraging complaints may directly influence consumer loyalty.

In light of the research inconsistencies evident within the review of previous research in
Chapter Three and Chapter Four, this thesis will address the rneasuremenf of loyalty,
and explore previously overlooked determinants of loyalty. Based on an examination of
preliminary empirical research irito the validity of existing measures of consumer
loyalty (two initial pilot studies), the next chapter will outline the rationale and
development of the central research questions, as well as the research design employed

within this thesis. .
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Chapter S: Development of the Measures and Study Design

“The great tragedy of science — the slaying of a beautiful hypothesis by an ugly

fact”. — Thomas Huxley.
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As indicated within the review of consumer loyalty measures (Chapter Three), the
measurement of consumer loyalty has explored various types of measures, including
behavioural indicators (e.g. Neal, 2000); repurchase intentions (e.g. Tellis, 1988); and
loyalty as a tendency to disregard problems (e.g. Withey & Cooper, 1992). Each of
these various approaches to the measurement of consumer loyalty was developed within
different fields of enquiry, such as marketing research, organisational research, and
consumer research. The differing approaches to the measurement of consumer loyalty
have compounded problems associated with developing a comprehensive definition of
consumer loyalty, and provided additional fuel for the debate surrounding the nature of
yloyalty (attitude versus behaviour). Therefore, to clarify the nature and definition of
loyalty, this thesis conducted preliminary analysis into the validity of the various
consumer loyalty measures. In light of the relationships outlined withjn the attitude-
behaviour framework (attitude, intention and behaviour), the preliminary analysis
examined the inter-relationships between the various consumer loyalty measures. This
is the first time such an analysis of the inter-relationships between the various

measurement approaches has been conducted.

The review of the determinants of consumer loyalty (Chapter Four) highlighted several
constructs from within the communication literature that provide fruitful ground for the
exploration of the determinants of consumer loyalty. Analogous to the various measures
of consumer loyalty, measures of the predictors of voice from within the
communication literature have been developed within different fields of enquiry, and
have not been drawn together within previous research. Therefore, the preliminary

analysis within this chapter will also provide the opportunity to assess the measurement
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scales from within the communication literature together within a consumer context.

5.1 The Validity of Consumer Loyalty Measures

As indicated previously, the most effective way of measuring consumer loyalty remains
in dispute. Some researchers (e.g. Neal, 2000; Foxall, 1997) have argued that loyalty is
a behaviour, and as such have measured loyalty as an outcome (e.g. behavioural
indictors and behavioural intentions). In contrast, other researchers argue that loyalty is
an attitude toward the organisation (Buchanan, 1974; Graham & Keeley, 1992).
Subsequently, attitude researchers tend to measure loyalty as a process, including a

tendency to disregard problems (Ping, 1993).

Each of the existing measures (behavioural indicators, repurchase intentions, and the
Tendency to Disregard Problems) theoretically tap into the same underlying consﬁud,
consumer loyalty. Therefore, based on the underlying theoretical relationship, each of
the existing measures of consumer loyalty should also be empirically related.
Surprisingly however, the validity of these existing consumer loyalty measures has not
been empirically addressed together. Although some empirical support has been
demonstrated between a few of the measures, including repurchase intentiohs and
consumer behaviour (e.g. Tellis, 1998), previous research has not systematically

addressed each of the existing measures at once.

When the existing measures of consumer loyalty are examined in light of the attitude-
behaviour framework, it becomes apparent that the effective measurement of loyalty
requires an assessment of the process as well as the outcome (e.g. Day, 1980).

Therefore, two separate pilot studies were used to assess the interrelationships between
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current measures of consumer loyalty as oﬁtlined by the attitude-behaviour framework.
Furthermore, based on the dominance and success of the Expectation Disconfirmation
Model of the consumer satisfaction process, and the similarity between this model and
the attitude-behaviour framework, the measures of loyalty were also assessed within the

disconfirmation framework, and in particular satisfaction.

As indicated within Figure 21, the operationalisation of loyalty as repurchase intentions
appears to reflect the behavioural intention stage of the attitude-behaviour framework.
Likewise, the operationalisation of loyalty through behavioural indicators reflects the
behaviour stage of the attitude-behaviour framework. Finally, like satisfaction, loyalty
as a tendency to disregard problems -appears to represent the process of attitude

formation.

The Attitude Sequence Model

Attitude Behavioural Behaviour

+—p _‘_H

| Intention

Model to be Tested

Disregard

Loyalty Behavioural | Behaviour

Intention
Satisfaction >

Figure,21. An outline of the constructs to be tested.
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As discusséd previously, areview of the literatlire has revealed a positive association
between satisfaction and consumer loyalty (e.g. Oliver, 1997). In turn, both satisfaction
and 16ya1ty are pdsitive]y associated with repurchase intentions, and actual behaviour
(Reichheld, 1993). Finally, behavioural intention has also been positively associated
with abtual behaviour (Bégozzi, 1981). Therefore based on previous research, within
this first pilot study it is hypothesised that satisfaction, loyalty, behavioural intentions
and behaviour will all be positively associated with each other within these initial pilot

studies (Figure 22).

Satisfaction | +| Loyalty
- - + -
Satisfaction | | Intention
- - + :
Satisfaction | || Behaviour

+ -
Loyalty | | Intention
+ -
Loyalty | || Behaviour
- + -
Intention | 7| Behaviour
l |

Figure, 22. Satisfaction, Loyalty, Intention and Behaviour and their
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hypothesised relationships.

5.2 Assessment of the Voice Scales

Furthermore, as direct voice and the predictors of voice scales were modified to suit a
consumer setting, the initial pilot studies also provided an opportunity to develop and

test these scales within consumer contexts.

The review of the communication literature within the previous chapter revealed a
positive association between voice and exit barriers (Maute & Forrester, 1993),
approachability and responsiveness (e.g. Saunders et al., 1992), perceived importance
(Blodgett et ‘al., 1993), and attitude toward complaining (Singh, 1990). In turn, based on
the work of Hirschman (1970), and contrary to the initial relationship postulated by
Maute and Forrester (1993), quality of alternatives will be negatively associated with
voice. Finally, voice has been positively associated with loyalty (Hirschman, 1970).
Therefore based on previous research, it is hypothesised that voice will also be
positively associated with exit barriers, approachability, responsiveness, attitude toward
complaining, perceived importance, and loyalty. In contrast, a negative relationship
between voice and qliality of alternatives is hypothesised within these initial pilot

studies (Figure 23).
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l | +
‘Voice J——ﬁ Exit Barriers
l
+ , ,
Voice » Approachab ity
I
+ |
Voice » Responsiveness |
+ Complaining
Voice > Attitude
+
Voice +—»{ Importance
Voice +—>» Alternatives
+ |
Voice —> Loyalty

Figure, 23. Predictors of Voice, Voice and Loyalty, and their hypothesised

relationships.

5.3 Pilot Study 1: The Mall

The first pilot study, The Mall, was chosen to ensure that the various measures of

loyalty and the communication measures were developed and tested within an actual

113



consumer context. The Mall prévided an electronic home-shopping service to
consumers within Auckland, New Zealand. The Mall represented an innovative service,
in which participants continued to have contact and experience with the provi’der.
Continued contact throughout the research minimised the effect of poor memory
retrieval associated will recall of past experiences (Ericsson & Simon, 1984; Penrod,
Loftus, & Winkler, 1982). Furthermore, an innovative service was selected to allow for
a high level of involvement by the participants. It has been demonstrated that high
involvement is associated with a larger effect size for the relationship between attitudes

and behavioural intentions (Gotlieb, Grewal & Brown, 1994).
Speciﬁcally, the first pilot study was used to test the following research ypo eses:
— H1: Satisfaction will increase as disregardbloyalty increases.
~ H2: Satisfaction will increase as behavioural intentions increase.
~ H2b: Satisfaction will increase as behaviour increases.
~ H3: Disregard loyalty will increase as behavioural intentions increase.
— H3b: Disregard loyalty will increase as behaviour increases.
— H4: Behavioural intentions will increase as behaviour increases.
~ HS: Direct voice will increase as exit barriers increase.
— Ho: Direct voice will increase as approachability increases.

— HT7: Direct voice will increase as responsiveness increases.

114



~ HB8: Direct voice will increase as attitude toward complaining increases.
— H10: Direct voice will decrease as the quality of alternatives increases.
— H11: Direct voice will increase as disregard loy: 'y increases.

It should be noted that perceived importance was not addressed within this first pilot
study. Therefore, the relationship between perceived importance and direct voice will

not be assessed within the first pilot study, The Mall (H9).

5.3.1 Sample

The sampling procedure used to select participants was a pufpdsive one. Only new
customers to The Mall from November 1997 were included in the research sample. This
particular cut-off was chosen to ensure that the participants had not beeh inve ved in
previous research rojects for The Mall. The research sample consisted of 491
customers of The Mall's electronic shopping service who registered after November
1997, and indicated, via eir registration form, that they would participate in a research

survey.

The response rate for this study was 40% (195 useable questionnaires). This response
rate is equivalent to previous consumer satisfaction research (eg. Singh, 1990; Gotlieb et
al., 1994). Several techniques were employed to increase the response rate; ese
included a personalised cover letter and consent form, and two follow-ups (Whitley,
1996; Fox, Crask, & Kim, 1988; Yammarino, Skinner, & Childers, 1991; Yu & Cooper,
1983; Kerin & Peterson, 1977). It was also made clear that the research was sponsored

by a university rather than the provider to yield a greater response rate (Jones & Linda,
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1978). A comparison of the behavioural indicators for respbndénts and non-respondents
revealed that the final sample was not significantly biased by non-response. That is, the

frequency with which participants logged-on to the system, ¢ (155) =-2.02, p = .045; the
number of deliveries received, ¢ (107) = -1.87, p = .065; and the amount of money spent
per month, ¢ (107) = -.75, p = .453, did not demonstrate a significant difference between

respondents and non-respondents.

Eighty-four percent of the sample was female (164), whilst sixteen percent were male
(31). The age of participants ranged from 23 to 77 years, with a mean of 39.6 years. The
typical household consisted of three individuals, generally including two adults in
employment. The total reported income for each household ranged from NZ $20,000-
$800,000 per annum, with a mean of $112,000. On average, each household reported

that they shopped four times per month.

5.3.2 Materials

5.3.2.1 Behavioural Information

Several indicators of behaviour were measured. These included the number of times the
participant logged on to the system per month (traffic), the total cost of the participant’s
grocery bills per month (purchase), and the number of deliveries the participant received

per month (delivery). These indicators were recorded electronically, via the provider of

the home-shopping system.

5.3.2.2 Behavioural Intention

Behavioural Intention has been defined as an intention to perform a specific act
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| (Fishﬁein & Ajzen,A 1 97 5; Crosby & Taylor, 1983; Oliver, 199‘7 ; Vaughan & Hogg,
1994). Subsequently, the Behavioural Intention scale used within the first pilot study
measured intention to continue using the online shopping service. Participants indicated
the likelihood of complying with each of the following statements: “Definitely shop
with The Mall from now on”, and “Do all of your shopping through The Mall”. These
two items were measured on a seven point (very unlikely/very likely) numerical scale
(Cox, 1980). A total score for the scale was obtained by calculating the mean for both
items. Therefore, scores that lay above four indicated the participant intended to
continue using the electronic shopping service, whereas scores below four indicated that
~ the participant did not intend to continue using the service. As this scale was purpose-
derived, previous validity data was not available. However, behavioural intentions are
considered one of the best predictors of actual behaviour (Fishbein & Ajzen, 1975;

Bagozzi, 1981).

5.3.2.3 Satisfaction

Satisfaction with the service was measured using ten items, which utilised a seven point
numerical scale. This scale, known as the Delighted-Ter<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>