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Foreword

Welcome to the 2000 Academy of Marketing Science Annual Conference at the Delta Montreal Hotel in
Montreal, Quebec, Canada. This conference offers many sessions and papers in three categories:

1. Regular Sessions: These are comprised of competitive papers and research in-progress abstracts.
Selection was based on a blind review process.

2. Special Sessions and Panels: Some of these session were by invitation, while others were selected
using a review process.

3. Topic Table Sessions: These sessions are organized to promote discussion among various
participants on a variety of topics.

Please plan to attend the Conference Awards Luncheon at 12:00 pm, Thursday, May 25, 2000, in the OPUS 1
Room, and the Presidents Reception and Awards Banquet starting at 6:00 pm in the OPUS I and II rooms.

After the conference is finished, we hope you will have time to visit the beautiful and historic city of Montreal. We
hope you enjoy the intellectual and leisure activities the conference location has to offer participants.



Preface

The Academy of Marketing Science was founded in 1971, held its first Annual Conference in 1977, and

has grown and prospered ever since. The relevancy of the Academy’s mission and activities to our chosen target
market of the marketing professorate has been a key factor in attracting the discipline’s best and brightest from all
over the world.

The revised Articles of Association of the Academy, approved the Board of Governors in the spring of

1984, and by the general membership if the fall of that year, define the mission of the Academy as follows:

1.

10.

11.

Provide leadership in exploring the normative boundaries of marketing, while simultaneously seeking new ways
of bringing theory and practice into practicable conjunction.

Further the science of marketing throughout the world by promoting the conduct of research and the
dissemination of research results.

Provide a forum for the study and improvement of marketing as an economic, ethical, social and political force
and process.

Furnish, as appropriate and available, material and other resources for the solution of marketing problems,
which confront particular firms and industries, on the one hand, and society at large on the other.

Provide publishing media and facilities for Fellows of the Academy and reviewer assistance on the Fellows’
scholarly activities.

Sponsor one or more annual conferences to enable the Fellows of the Academy to present research results; to
learn by listening to other presentations and through interaction with other Fellows and guests; to avail
themselves of the placements process; to conduct discussion with book editors; and to exchange other relevant
information.

Assist Fellows in the better utilization of their professional marketing talents through redirection, reassignment
and relocation.

Provide educator Fellows with insights and suck resources as may be available to aid them in the development
of improved teaching methods, materials, devices and directions.

Seek means for establishing student scholarships and professional university chairs in the field of marketing.
Offer Fellow of the Academy status to business and institutional executives and organizations.

Modify the Academy’s purpose and direction as the influence of time and appropriate constructive forces may
dictate.

xi
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Ecologically-Oriented Product Modifications as a Strategic Marketing Option-An Empirical Analysis Based
on Example of the Clothing Industry

Ralf Schellhase, University of Applied Sciences Darmstadt
Susanne Roth, Offenburg

Introduction

Clothing and the related manufacturing processes are no longer considered safe under health and environmental
aspects. The media and consumers' associations exert increasing pressure on manufacturers and traders. Unlike
corporations in other branches of industry, the clothing industry until just a few years ago has largely neglected
ecological criteria and just met minimum requirements in the fields of environmental and consumer protection. Only
few corporations became active beyond that and aimed at making their processes and products ecologically more
compatible.

But as consumers increasingly prefer environ-mentally compatible alternatives when selecting new clothing, more
and more manufacturers of clothing seek to gain a competitive edge by innovative environmentally friendly products
and processes and to utilize the resulting opportunities (Klinke,Groth 1993). The garments offered are usually termed
eco-wear, however, this term is interpreted in several different ways. While some manufacturers would award the eco-
wear label to any piece of clothing made exclusively of natural fibers, others would require that textiles labeled that way
proved to be harmless and free of any harmful substances (Burghold 1990; Loy 1993; Ttirck 1990). The following paper
is based on this stricter interpretation of the term.

Against this background, manufacturers of garments are facing the question how they can meet changing customer
requirements in the future. The basic options are to keep up the strategy pursued so far and try to reach ecological
variation or differentiation of their production programs (Nieschlag, Dichtl and Hérschgen 1997). Ecological variation
means that existing products and production processes are modified based on ecological criteria. Ecological
differentiation aims at providing an eco-collection that meets strict environmental standards in addition to the existing
range of products. While ecological variation is of a rather reactive nature and aims at adapting to consumers' wishes,
ecological product differentiation is a proactive approach involving active influencing of market trends and setting of
ecological standards. Needless to say, there is a great many combinations and hybrid forms of product policy between
these two poles. ‘

Despite the increasing relevance of this topic there have not yet been any studies that analyze both ecological buying
behavior and clothing (cf. Briigelmann 1983; Spiegel-Verlag 1994; Brigitte-Anzeigenabteilung G + J Marketing-
Forschungund -Service 1990; Leichum 1991; Albaum 1991). If one wants to predict the prospects of success of various
product strategies, one will have to find out if there are groups of customers who differ in their environmental awareness
and their attitudes towards clothing (Smith 1956; Wind 1979). If different groups of buyers can be identified, and if
these also differ in their willingness to buy eco-wear products, segment-specific product and communication strategies
can be developed for manufacturers of conventional garments. First of all, however, a conceptual framework has to be
created from which criteria can be derived that seem suitable for constituting different segments. The remainder of this
article is organized as follows. First, the conceptual background is introduced. Then the research design and
methodology are described. Finally the findings are reported and managerial implications discussed.

Conceptual Background

The factors determining environmentally conscious buying behavior that are of interest here are the consumers'
environmental awareness, social pressure, and situational factors as well as the criteria relevant for buying clothing.
Environmental Awareness, Social Pres-sure, and Situational Factors: Environ-mental awareness is a multidi-
mensional construct that is defined and used in manifold ways. A person generally has an environ-mental awareness
if his or her values, attitudes, intentions, or behavier fairly consistently take into account environmental consequences
resulting from buying, owning, or disposing of products (Henion 1976; Vinson, Scott and Lamont 1977).

Environmental awareness is determined, for example (Iwata 1986; Van Raaij and Verhallen 1983; Hines,
Hungerford and Tomera 1986/87) by the consumers' knowledge about the ecological consequences of their behavior
and their perceived self-responsibility. The starting point for the influence of perceived consequences of one's own
behavior and responsibility is the norm theory by Schwartz (1970). This theory assumes that socially desirable behavior
depends on the extent to which a person is aware of the consequences of his or her behavior and feels responsible for
the respective act and its consequences. The consumers' knowledge about the harmlessness and environmental
compatibility of a product can be assigned to this first point that is of particular interest with respect to clothing.




Consumers are frequently not able to evaluate the ecological quality of a garment (Cromm 1993; Neitzel, Landmann
and Pohl 1994; Rehn 1993). The reason for this may be that companies do not publish information about ecological
aspects of their products and manufacturing processes. In addition, the environmental and human compat-ibility of
clothes is difficult to understand and check for consumers because they do not have a clear idea of the composition and
manufacturing processes of such products.

The perceived own responsibility is a construct that represents the extent to which people feel personally
responsible. This is closely related to how a person evaluates the efficiency of his or her consumer habits. The feeling
of exerting a positive influence on the development of the environment by one's own behavior is experienced in varying
strength de-pending on the type of product. If, for example, a customer decides in favor of a consumer product that has
an environmentally friendly packaging, his or her personal contribution towards solving or pre-venting environmental
problems is fairly obvious. This is different with textiles as their potential adverse effect on the environment or on one's
own health is either not visible or becomes apparent after a longer period of time only.

The basic idea of the psychological exchange theory which the construct of social pressure is based on is that an

individual tries to make as great an exchange profit as possible (Thibaut and Kelley 1959). An individual will therefore
try to behave in conformity to social norms to get the rewards required for this (material benefits, love, prestige) and
avoid punishment (aggressiveness, hatred, envy). Clothing, in particular, is a form of expressing individual values and
beliefs that is clearly visible for everyone and can therefore directly result in rewards or in punishment. The Relevance
of Selected Criteria When Buying Clothes: Product design and quality: The decisive fac-tor when buying clothes
is their design as determined by aesthetic product criteria such as color, pattern, cut, fit and combinability (Fuch-slocher
1993). Manufacturers constantly have to develop new collections to guarantee a fashion-able design as required by
consumers. This again results in extremely short product life cycles (Kersting 1993). Apart from design, quality criteria
such as the materials used, workman-ship, wearing, and care are important features that influence the decision in favor
or against a garment. As yet only few consumers in Germany are willing to make do without clothing that looks
attractively or the favorable properties of chemically treated materials in favor of natural and environmentally friendly
eco-clothes.
The brand name: The typical characteristics of branded articles such as steadiness of a product as regards its type and
appearance, ubiqity and popularity can only be found to a limited extent with fashion brands. It is certainly more typical
for garments to change in style, material and color rather than remaining steady. Ubiquity, too, is rather rare as garments
are distributed selectively because retailers are striving for exclusiveness in the range of products they offer (Fiedler
1987). It is therefore not astonishing that most garment brands are not very widely known and that brand loyalty is weak.
(Stippel 1992; Heiner 1986; Spiegel-Verlag 1994). Price: The price is a major criterion for buying in most market
segments (n.n. 1995). Only very brand-conscious customers who are interested in fashion are willing to pay more for
extraordinary design or above-average quality (Fuchslocher 1994). Consumers accept a surcharge on natural clothing
only if a checkable benefit arises from it (Béansch 1990; Bauer 1995; Cromm 1993; Hemmpel 1994; n.n. 1993). The
function of clothing: The benefit that clothing constitutes for the individual wearing it can be divided into functional
and appearance benefits. The former results from covering the body and protecting it against the cold, heat, rain, and
other environmental impacts. It further includes all expectations of the consumer regarding physical and functional
features of a garment. It does not just cover and protect. The person wearing it uses it as an important means of
expressing personality and emotions; it is used to demonstrate individuality and personal style, to symbolize values and
attitudes the person wearing it has as well as this person's social position (Nerdinger and Rosenstiel 1991; K6nig 1985;
Piedboeuf 1993).

The Study

In addition to our preliminary theoretical considerations, we talked to representatives of manufacturers of eco-wear
and other persons competent in the field to collect more information on the structure of our field of study and on the
design of the questionnaire. The actual empirical study was carried out in writing using a standardized questionnaire.
The addresses of the respondents were taken from an address list of German house-holds that was sorted by zip code.
309 out of the 1,000 people who had been sent the questionnaire returned it.

Results ’

When the respondents were first asked about the criteria that are relevant to them for buying clothes, it seemed
likely that a major part of the consumers could actually be in favor of ecological product modification in the garment
sector. Thus natural materials, harmlessness and an environ-mentally friendly manufacturing process range relatively
high. This leads to the assumption that environmental compatibility is considered a basic benefit by the respondents.



In a next step, the statements of the respon-dents on the questions derived from the relevant dimensions discussed

above were reduced to central evaluation dimensions using several exploratory factor analyses. The factors were used
as the basis for the following cluster analyses by means of which the participants in the study were to be divided into
as homogeneous groups as possible. A combination of the hierarchical and the partitioning methods was used here. In
a first step, the classic hierarchical single linkage classifying algorithm and the proximity measure of the squared
Euclidean distance were used to identify and then to eliminate outliers. The reduced object quantity was subsequently
amalgamated using the Ward method. The elbow criterion suggested a three-cluster solution. Then the k-means method
was used for final classification of the respondents. The following characterized clusters were identified using the
method outlined:
The "fashion-conscious opponents of eco-wear": Cluster 1 consists of 62 respondents who think they are not very aware
of the environ-ment and do not attach great importance to environmental protection and their own health. They have
a distinct consciousness of fashion, and materials and the price of garments are of secondary importance. The members
of this cluster are also characterized by little knowledge about potential environmental and health hazards that may arise
from clothing and are not interested in being informed about natural wear. This group has the least intention to buy eco-
wear in the future. Cluster 1 has a high portion of people living in big cities, males are slightly over-represented. The
"price-conscious undecided": Cluster 2 (71 respondents) contains an above-average number of women and people living
in larger cities. The respondents in this cluster take an intermediate position between the two other groups based on
many factors and variables used for characterization. This applies to their fashion-consciousness, their knowledge and
need for information regarding eco-wear as well as for their intention to buy. Compared to cluster 1, this group has an
clearly stronger environ-mental awareness and health consciousness as well as a preference for natural materials. What
is significantly different from the two other clusters is the high price consciousness when buying clothes. The
manifestation of the factors that provide information on their knowledge and need for information about eco-wear as
well as this group's open-mindedness towards eco-wear, shows the indifference of the members of this group with regard
to natural fashion. The "environmentally conscious advocates of eco-wear": Cluster 3 is made up of 100 consumers
who have a comparatively low sense for fashion but the highest awareness of the environment. Despite their high
average knowledge they also have an above-average desire for information about eco-wear. This is accompanied by
great willingness to buy such garments, acceptance of a higher price as compared to conventional wear, and the demand
to make the eco-label more transparent. The members of cluster 3 have an above average education and live more
frequently than the members of the other groups in communities with a population under 50,000.

Managerial Implications
Companies that are currently producing conventional garments have the following strategic options that to address
the clusters identified: Cluster 1 can be offered the existing range of pro-ducts for some time. But in the medium and
long term, the conditions should be created for restructuring the whole range of products based on ecological criteria
to be able to react flexibly should the requirements of customers change. To meet the ideas the respondents in cluster
2 have of what is beneficial to them, corporations should consider an immediate product variation of the whole range
of products aimed at meeting minimum ecological requirements. A product variation should be accompanied by such
promotional and advertising activities that mention the improved environmental and health compatibility of the product
without making this the major sales argument. A product differentiation strategy resulting in a specific eco-wear
collection should be pursued to meet the requirements of those buyers who wish to buy eco-wear (cluster 3 and portions
of cluster 2). Mainly the members of cluster 2 are not willing - because of their well-developed fashion con-sciousness-
to accept setbacks in appearance or ease of wearing just for the sake of improving environmental or human
compatibility. This is why it appears inevitable to give special attention to fashion and quality aspects when developing
eco-wear collections.
Our study also revealed that consumers have a considerable knowledge deficit as regards ecological textiles.
As natural wear obviously is a product that has to be explained to the user, infor-mation and communication activities
are of particular importance when carrying out a product differentiation plan. Unlike conventional clothing, it is not
enough when communicative activities regarding eco-wear rely on an emotional, purely aesthetic effect of the product
alone. Communication with consumers should rather be aimed at information, first of all. In addition, more than 80%
of the respondents, in particular the ones in cluster 3 had a desire to be able to check ecological promises made by
manufacturers and to get information about the material composition of their garments. Qualified and competent sales-
people should contribute to diminish the information deficit many consumers have, arouse their interest in natural wear
and meet the request for more information. As only few traders train their employees in ecology, manufacturers could
offer ecological seminars for salespeople to ensure qualified advice (Dichtl/Hardock/Ohlwein/ Schellhase 1997). The



benefit components "environmental compatibility" and "human compatibility" should be stressed especially when ad-
dressing the respondents in cluster 3 to stand out against manufacturers of conventional clothing. As only 10% of the
consumers who took part in our poll complained about health problems caused by clothing, communicative measures
shouid primarily be aimed at environmental protection aspects rather than on health-related benefits of eco-wear.
Another major starting point of communicative efforts should be to convey ecological competence and credibility with
a view to the fact that more than 60% of the respondents doubt the environmental friendliness of products labeled
"organic" or "eco." It seems inevitable to define clear-cut and checkable criteria and terms for identifying the goods.
Cooperation with consumer protection associations, private environ-mental organizations, research institutes, or facil-
ities for testing goods can contribute towards winning the trust of the consumers.
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Abstract

This article aims to replicate Aaker’s research on the dimensions of brand personality. Our study relies on a
convenience sample and deals with twelve brands purchased in a French context. By means of principal components
and confirmatory factor analyses, Aaker’s scale can be reduced in France to 33 items. Its structure is quite similar to
the structure Aaker found in an American environment.

Introduction

The adventurous life of a cow-boy in the wilderness is a typical example of the image and the personality a brand
like Marlboro seeks to forge, particularly through advertising. Surprisingly, although the study of personality is very
old, almost no research was centered on the specific components of the personality associated with brands. Aaker’s
recent study (1997) is, in this respect, an exception and a major contribution.

The possibility of extending this American study to the French context was explored. The following questions were
thus addressed. Will the same number of factors indicated in Aaker’s study be found in a French context? Do the
French factors mean the same or on the contrary, do they have a different meaning?

In order to answer these questions, this article is articulated around three complementary sections. In the first
section, the literature on human personality and its transposition to brands are synthesized. After a description of the
data collection procedure, the methodology used in this research, relying mainly on exploratory and confirmatory factor
analyses is detailed in a second section. Finally, results are displayed and discussed in a third section, underlining the
main theoretical as well as managerial contributions. In the conclusion, re-search limits are pointed out and relevant
directions for future research are suggested.

Conceptual Framework

At this core, this research is based on the study of human personality traits undertaken for many years in
psychology. Thus, personality research trends are first presented. Next, Aaker’s transposition and application of this
research to brands issues are discussed.

The study of human personality traits

The origins of the study of personality traits are very old and can be traced back to Theophrastes (4th century B
(). He described several types of characters or modes of behavior. Although personality traits have been the subject
of a long tradition of research in the social sciences, there is no unique and universally accepted definition. Generally,
they are defined as “dimensions of individual differences in tendencies to show consistent patterns of thoughts, feelings,
and actions” (Costa and McCrae, 1998, p.104). They must be understood as psychological phenomena which give
direction to acticn and human experience.

The works of Allport (1937), Cattell (1950) and of Eysenck (1960) were precursors of the dominant approach in
personality research for about 20 years. As a result, many psychologists are convinced that the best representation of
the structure of personality traits is provided by five great factors, commonly called “Big Five” in the American
literature (Digman, 1990, see Block, 1995 for a critical vision). In this dominant paradigm, personality traits can thus
be described by five fundamental dimensions: Openness to new experiences, Conscientious-ness, Extraversion,
Agreeableness and Neuroticism.

On a more operational level, one can mention the hierarchical approach, especially developed to deepen the
understanding of the factorial structure underlying personality traits. Within the framework of this approach, each
factor summarizes numerous facets. The five factors are at the highest and most abstract level of the hierarchy. They
form the structure of personality. Each factor is defined by six conditional and contextual facets. In turn, these facets
reflect a great number of distinct and more specific characteristics of personality: personality traits (Costa and McCrae,
1998; John, 1990). McCrae and Costa propose an instrument, the Neo Personality Inventory Revised, to measure them.
This instrument includes 240 items (five factors x six facets x eight items) that are measured on a five points Likert-
type scale. Research has shown the stability of this structure.



However, many problems remain in the study of personality traits. Even if traits describe recurring modes of
behavior, affect, and thought, they do not specify the mechanisms by which durable tendencies concretely appear in
particular situations. Even the most enthusiastic supporters of the Big Five point out the difficulty of interpreting the
five dimensions (McCrae and John, 1992). In spite of the significant number of research attempts in psychology
conducted to conceptualize human personality and to determine its structure, a similar approach in the field of con-
sumer behavior has not been undertaken until Aaker’s study.

Brand personality

Aaker (1997) proposed a theoretical model of the concept of brand personality by determining the number and the
nature of its dimensions. Considering the lack of consensus among researchers on the definition of this concept and
its components, this researcher defines brand personality as “the human characteristics associated with a brand.”

It should however be noted that the antecedents of brand personality are different from those of human personality.
The perception of an individual’s personality traits is indeed inferred from his/her behavior, physical characteristics,
attitudes, beliefs, and demographic characteristics (Park, 1986). Perceptions of the personality traits of a brand are
inferred by the direct or indirect contact of a consumer with the brand. Consumers associate particular personality traits
with a brand directly from the human characteristics they ascribe to the standard user of the brand (McCracken, 1989).
Moreover, personality traits can be associated with the brand indirectly through product attributes, associations with
the product category, name of the brand, logo or symbol, advertising style, price or distribution channel (Batra et al.,
1993).

From a more practical point of view, Aaker generated brand personality traits in three steps. First, redundant traits,
among those found both in a literature review in the fields of psychology and consumer behavior, and during tests of
free associations of personality traits to brands carried out by consumers, were first eliminated. Secondly, a
questionnaire was used to evaluate the adequacy and the relevance of the 309 remaining traits for a set of brands: this
allowed to reduce the number of traits to 114. Finally, five dimensions were obtained through a type “O” factor
analysis. On each of the resulting five dimensions, a principal components analysis was carried out to determine their
facets. A cluster analysis was finally carried out on each facet to determine their specific features. These various
procedures led to the presentation of a scale of 42 items.

Globally, the model suggested by Aaker is thus based on a hierarchical approach similar to that developed by
McCrae and Costa.

Research Objectives

The model proposed by Aaker is interesting in more than one way, not only does it represent a skillful
transposition of what was made in the field of the human personality with brands but it is also of undeniable
managerial interest. In particular it seems to apply well to the development of positioning and advertising strategies.
However, the question remains as to whether the results of a study conducted in the American context are transposable
to another cultural context (Markus and Kitayama, 1998)? This is the reason why this first exploratory study was
carried out in order to validate the possible stability of the factorial structure in a French context. If Aaker’s scale is
transposable to the French context, it should be possible to validate its structure whatever the selected sample and the
number of selected brands. Hence it was decided to use a convenience sample and a reduced number of French brands
prior to considering a large-scale study based on a representative sample. The retained methodology is detailed in the
following section and the main results are displayed in the third section.

Methodology

In this section the nature of the sample is first presented, followed by the procedures used to validate the structure
of the scale.
Nature of the sample

This study was carried out on a convenience sample of 246 students, 57.85% of whom were female. Choosing such
a sample does not a priori question the validity of the study, as Aaker proved the stability of her results between several
sub-groups of individuals, among which students. This population was split in three groups of identical size.
Respondents were asked to evaluate four brands in two basic consumable categories: Chevignon, Etam, Grand-Mére
and Carte Noire for the first group, BN, Lu, Heineken and 1664 for the second, Nike, Adidas, Apple and Compagq for
the third. These brands were selected on a convenience basis. Evaluations were based on Aaker’s (1997) personality
scale (after using back-translation).



Validation of the scale structure

In order to test Aaker’s (1997) brand personality scale in a French context, Churchill’s (1979) recommendations
as well the us-ual practices in cross-cultural research were taken as a starting point. The procedures that were followed
were divided into three stages. In the first stage, the 42 items retained by Aaker were translated by an interpreting
company, following a back translation procedure. In the second stage we tested the scale structure. Of iterative nature,
this part of the procedure allows to start from the initial scale structure, tested by a principal components analysis, and
to purify the measure by successively eliminating all the poorly affected items, that is, with a commonality lower than
0.5. Lastly, in the third stage, we validated the structure of the reduced scale by means of a confirmatory factor analysis
whose results are validated by a systematic bootstrap procedure.

Within the framework of confirmatory factor analysis and for the sake of clarity, we recall that (Bagozzi, 1994,
Bagozzi and Yi, 1994):

A dimension shows a good convergent validity if the t test associated with each loading is higher than 2. This
criterion can be possibly supplemented by the extracted average variance (Fornell and Larcker, 1981).

A concept shows a discriminant validity if the model tested by leaving free the correlation between the various
latent variables proves to be better than a model where the correlation between these variables and the concept under
study is fixed at one: for that, the variation between the chi-square for the two models must be significant, considering
the difference in degrees of freedom (Bagozzi and Yi, 1988).

These two validity indices for concept measurement must be supplemented by a index of reliability. Cronbach’s
a coefficient used to be recommended. However, Joreskog (1971) prefers to replace it by the coefficient p of internal
coherence, which appears more adapted to structural equations models since it explicitly integrates the error terms and
is not based on the restrictive assumption linked to coefficient alpha (Bollen, 1989).

Results
The results of this study are presented in two steps: the presentation of Aaker’s scale obtained in a French context,
and the compar-ison between this scale and the initial Anglo-Saxon Aaker’s scale.

Implementation of Aaker’s scale in a French Context
The presentation of the test of the Aaker’s scale in a French context will be articulated around the two stages of
the methodological procedure. :

Structure of the initial scale: The principal components analysis of the 42 items did not recapture the initial
structure of the American scale. The number of factors with an eigenvalue greater than one was seven and quite higher
than the five dimensions identified by Aaker. By constraining the structure to five factors, nine variables needed to be
eliminated on the ground of their weak commonalities. On the other hand, the scale thus obtained (33 items) had a five
dimensional structure which explained 61,56% of the variance.

Trait validity of the final scale: Tables 1 and 2 successively show the factorial structure of the reduced scale, as
well as its indicators of convergent and discriminant validity. All these indicators are largely satisfactory and lead to
the conclusion of a good trait validity of the obtained scale. In particular coefficient alpha and Joreskog’s p are above
.80 for each dimension. Hence, each dimension seems to possess acceptable levels of reliability. All the estimates are
based on a systematic bootstrap procedure relying on maximum likelihood estimation.

When a method factor is specified by means of correlated measurement errors, as this is necessary in our case since
each respondent scored 4 brands successively, one obtains a RMSEA 0of 0.0617 and a GFI and AGFI 0f0.910 and 0.878
respectively. These indices therefore correspond to the acceptability standards reported within the literature.

Comparison Between Aaker’s Scale and the Reduced Scale Obtained in a French Context

_ This comparison is based on two observations. The first observation is rather positive: three dimensions out of five
are common, grouping together, except for one item, the same variables around the same idea: dynamism (excitement),
robustness and femininity (sophistication). Only the adjective “senti-mental” has an assignment different from that of
Aaker. It does not contribute to its dimension “sincerity”, but to “femininity”, an affectation that seems quite
understandable.

Secondly, factors are reorganized starting from the dimensions of sincerity and competence. Indeed, Aaker’s
sincerity is split in two distinct concepts: sincerity stricto sensu and conviviality, which constitutes in a French context
a distinct dimension. In addition, Aaker’s factor “competence” is not found as such and is divided in two: the items
of competence related to real qualities of the brand join with the items of sincerity, which are now deprived of any



connotation of conviviality. On the other hand, some items of competence related to a recognition of the brand (leader,
confident) disappear.

Conclusion

The main objective of this article was to evaluate and validate in a French context Aaker’s brand personality scale,
developed in the United States. Hence, this is one of the first cross-cultural validations of this scale. Although the
structural and semantic correspondences with Aaker’s five factors are only partial, the results are, after a reduction
procedure, very encouraging. Aaker’s scale proves to be transposable in a French speaking environment. Four of
Aaker‘s five dimensions emerge: sincerity, dynamism (excitement), feminity (sophistication) and robustness. If
dynamism, femininity and robustness are almost identical to the original structure, the meaning of the sincerity
dimension evolved noticeably, being freed from a connotation of conviviality, towards the perceived competence of the
brands. The fifth dimension of the French scale precisely consists of these items of conviviality, thus creating a distinct
factor. The French reduced scale made up of 33 items and articulated around five dimensions provides a coherent and
plausible representation of the personality traits associated with the brands. To summarize, the transposition in a
French context of Aaker’s personality scale seems relatively satisfactory. Only the dimensions of sincerity and
competence are reallocated without really disappearing: this reveals an interpretation significantly different from one
country to another. In fact, sincerity in an Anglo-Saxon context seems to join with subjective qualifiers characterizing
the “human” relationship between a brand and a person, whereas in a French context this sincerity seems to be based
on objective elements related to the real performances of the brand.

These results remain exploratory, partly because of many methodological limits in this research. Compared with
the procedure developed by Aaker, our collection is of smaller scale, since it includes only twelve brands rated by a
small convenience sample. In addition, using only one kind of statistical technique, namely principal components or
confirmatory factor analyses, reduces the scope of our results.

Limits of a more conceptual nature also open directions for future research. The comparison between Aaker’s scale
and the scale obtained in a French context deserves to be confirmed by a large scale validation procedure, based on
more than one data collection and a statistical processing of greater width. It requires also a finer analysis of the
similarities in terms of dimensions and facets constituting these dimensions. The concept of brand personality remains
to be enriched. The first research avenue relates, in our opinion, to the antecedents of brand personality. Which is the
source of brand personality that a company can influence? How can this personality vary over time? What are, for
example, the interactions between the personality of a mother brand and that of a brand extension? For this reason,
a rather logical investigation would be to rely on the personality of the individuals, since a rather recent 44-item scale
developed by John et al. (1991) facilitates its measure.

These comments suggest the potentialities of the brand personality concept in consumer behavior. They underline
the interest of this study and stress the need for a short, reliable and valid cross-cultural brand personality trait scale.
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Dimensions

Sincerity

Dynamism

Femininity

Robustness

User-friend-
liness

TABLE 1

Factor structure of the final scale (bootstrapped estimates)

Iltems

Sincere
Honest

Real
Reliable
Secure

Hard working
Wholesome
Down-to-
earth
Intelligent
Original
Trendy
Up-to-date
Contempo-
rary
Imaginative
Spirited
Young
Exciting
Daring
Successful
Charming
Good looking
Glamorous
Smooth
Feminine
Sentimental

Tough
Rugged
Outdoorsy
Technical

Cool

Friendly
Cheerful
Family-ori-
ented

Load-
ing
0.825
0.797
0.770
0.723
0.696
0.679
0.667
0.649
0.616
0.567

0.802
0.790
0.717
0.711
0.687
0.665
0.630
0.616
0.541

0.926
0.922
0.793
0.632
0.574
0.481

0.905
0.904
0.518
0.514

0.791
0.684
0.676
0.446

Validity indices of the model

t Test

41.60
44 .60
40.09
35.96
25.84
26.71
28.97
24.39
20.65
28.97

47.34
38.34
32.45
33.92
27.08
28.29
26.59
23.47
16.48

123 .-
64
77.51
42.00
26.69
20.30
16.12
63.68
65.54
17.30
17.92

41.74
30.44
28.36
11.84

RMSEA
GFI
AGFI

12

0.0617
0.910
0.878



TABLE2

Convergent validity

Discriminant validity

Trait Validity of the Scale

Dimension 1:
Sincerity
Dimension 2:
Dynamism
Dimension 3:
Femininity
Dimension 4:
Robustness
Dimension 5:
User-friendli-
ness

The discriminant validity, as tested in the meth-

odology section, appeared to be

comrect.
Reliability
Sincerity
Dynamism
Femininity
Robustness

User-friendli-
ness

Cronbach’s
Alpha
0.87

0.87
0.86
0.82
0.80

Joreskog's p

0.95

0.94
0.92
0.88
0.83
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CROSS-NATIONAL EXAMINATIONS OF THE COMPREHENSIBILITY, PREFERENCE, AND
MEANING OF DIFFERENT SOCIAL ORIENTED FOCUSES — ABSTRACT

Jyh-shen Chiou, National Chengchi University

Past research found that consumers in a collectivist society (e.g., East Asia countries) have more favorable attitudes
toward advertising emphasizing social values than toward advertising emphasizing individualistic values (Han and
Shavitt, 1994; Zhang and Neelankavil, 1997). Several advertising content research also showed that advertising in an
individualistic culture uses a more informational approach, while advertising in a collectivist culture adopts a more
social oriented approach (Belk and Pollay, 1985; Mueller 1987; Zandpour, Chang, and Catalano 1992; Zandpour et
al. 1994). Although progress has been made in explaining how the cultural factor affects a consumer preference toward
advertising or product concepts, the interpretation of social orientation is still debatable. Social orientation may imply
different meanings (Eagly and Chaiken 1993; Triandis 1994); one is for a value expressive purpose, the other is for a
social adjustment purpose. The first one centers on expressing inner-values to others; it is for self-expression and self-
actualization (Katz, 1960). The second one stresses the importance of expressing one values to facilitate and maintain
relationship with important others (Smith, Brunner, and White, 1956); it is for self-adjustment and self-adaptation. Both
dimensions have social meanings, but the functions they serve are different.

The distinction between social adjustment and value expressive functions has significant academic importance in the cross

cultural research. People in different cultural environments may prefer different social oriented attitude functions. Forexample,
in an individualistic society, social fabrics are much looser and people are more likely to be motivated by self-interests
and personal pressures (Triandis 1994). They will consider about themselves first and then think about how to express the
inner attributes of the selves to others. Others are important for social comparison and for the standard of reflected appraisal
(Markus and Kitayama 1991). On the other hand, people in collective societies consider their relationship with the context
first, and then think about how to behave to fit into the environment and be accepted by others (Triandis 1994). They see
themselves as part of an encompassing social relationship and recognize that one behavior is determined by what the actor
perceives to be the thoughts, feelings, and actions of others (Markus and Kitayama 1991). Relationship with others in the
specific context defines the self (Triandis 1994). Therefore, it is possible that people in a collective society mostly express their
attitudes for the social adjustment function. A 2 (culture: U.S. vs. Taiwan) x 3 (product concept: value expressive vs.
social adjustment vs. non-social oriented) factorial experiment was conducted. A laser printer was chosen as the object
in this research. Three product concepts for the printer were developed based on several qualitative pre-tests. One
concept focused on social adjustment statements, one emphasized value expressive statements, and the other is non-
social oriented. 295 student subjects in Taiwan and 301 student subjects in mid-western U.S. participated in the
experiment. The result showed that U.S. subjects preferred a value expressive product concept to a social adjustment
product concept. On the other hand, Taiwan subjects evaluated a social adjustment product concept and a value-
expressive product concept equally. In addition, Taiwan subjects comprehended a social adjustment product concept
better than a value expressive product concept.
In order to explore the meaning of purchasing a printer and other more social oriented products, a second experiment
was conducted. Two types of product decision situations (gifts giving and computer printer) were the objects of the
experiment. Gift giving is considered to be a social-oriented object, while the computer printer is a non-social oriented
object. Subjects were first

FOR THE REST OF THIS ABSTRACT, PLEASE CONTACT THE AUTHOR.
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Supplier Selection In Business-to-Business Markets: Scope For Applying Artificial Intelligence Systems

Sonny Nwankwo, University of East London, UK
Joseph Aiyeku, Salem State College

Abstract
This paper presents the result of a study into how organizations choose their supply partners and the extent to
which they apply information technology-based systems to co-ordinate and harness potentially diverse sources of
knowledge within the organization in carrying out this task. The results revealed that managers have abysmally low
awareness of expert systems’ capabilities to revolutionize supply partner selection process and alter the dynamics of
competitive advantage. This is worrying because many businesses are becoming vulnerable to growing strategic
information-related actions and sophisticated competitive intelligence network of their competitors.

Introduction

In today’s global, dynamic business environment, trends toward outsourcing and vertical integration are revealing the
critical importance of partner-ship sourcing in maintaining and/or improving competitive positions. This paper aims
to (a) review organizational approaches to selecting supply-partners and identify the problems inherent in the
conventional approaches, (b) identify the factors which organizations take into consideration in evaluating and
selecting suppliers and how those factors are weighted, and (c) assess the relevance of Expert Systems technology in
developing an effective supplier strategy. There is nothing revolutionary in ‘a’ and ‘b’ above as the literature is replete
with studies addressing supplier selection processes and problems (Dickson, 1966; Weber, Current and Benton, 1991).
However, the third strand will probably open up a new vista on firm competitiveness in a way that is not hitherto
known. In the area of supply-partner selection, it makes sense to speculate on the potential role of Expert Systems in
enhancing mutually rewarding relationships linking supplier value-adding activities to organizational competencies,
which, in turn, may lead to sustained competitive advantage.

The Process For Selecting Supply-Partners

Since the seminal work by Dickson (1966), there have been incremental additions to knowledge relating to supplier
selection and problems appertaining thereto. Some of the changes have encompassed an accelerated interest in quality
issues, technical capabilities and improved computer communication (Weber, Current and Benton, 1991). However,
very little empirical research exists which addresses the actual selection stage involving the utilization of artificial
intelligence-based information in making the choice of which vendor to select (Patton, 1996). Often, subjective
measures are applied. As a result of the shortcomings associated with traditional techniques (Thompson, 1996), several
authors have applied quantitative techniques to provide what are intended as more objective approaches. Examples
include the data envelopment analysis (DEA) (Weber, 1996), analytical hierarchy process (AHP) (Al-Faraj, Alidi and
Al-Zayer, 1993), activity based costing approach, (Roodhooft and Koning, 1997), and mixed-integer programming
model (Kasilingam and Lee, 1996).

Expert Systems Technology '

Expert systems (ES) is a knowledge-based system within the field of artificial intelligence that focuses on
leveraging human experts within organizations to gain competitive advantage. It does so by capturing the problem-
solving knowledge of experts and making this information available to everyone in the organization. Once this
knowledge is captured, ES can provide information on demand, 24 hours a day, to improve the effectiveness and
efficiency of organizational decision-making processes of non-experts (Motiwalla and Fairfield-Sonn, 1998. Sometimes
called ‘knowledge management’ or ‘diagnostic systems’, these hardware and software systems are designed using
highly systematic, rules-based algorithms to approximate human knowledge and expertise in specialized areas. An
expert system deals with problems the way a human expert does. Unlike conventional computer programmes, but quite
like human experts, an Expert System has the ability to justify its own line of reasoning in a manner directly intelligible
to the inquirer. A method used to attain this reasoning characteristic is known as rule-based programming. The rules
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are in the form of: IF ... THEN ..., i.e. IF <condition> and <(condition> and ... THEN <conclusion> and <conclusion>
etc. Where all conditions and conclusions are statements with a truth-value, the condition is called antecedent while
the conclusion is the consequent, that is, IF<antecedent> THEN <consequent™>. These rules can be used to construct
powerful inference systems by being combined into networks in which the consequents of some rules (or parts of the
consequent) are antecedents of other rules (or parts of those consequents); see, for example, Grandon (1996), Liker
and Sindi (1997), Owrang and Grupe (1997).

ES is being widely applied in the world of business, with positive impacts, in areas such accounting and risk
management, insurance, logistics management and business process reengineering, total quality management, human
resources management, and public sector contexts (Berry, Berry, and Foster, 1998). Although there have been studies
of the use of ES by businesses in the UK (Coakes and Merchant, 1996), no study, to the best of our knowledge, has
related ES technology to supplier selection decisions, either in the UK or anywhere else. While the larger project from
where this paper is extracted partially developed an ES technology for supplier selection (only the financial attribute
assessments have been successfully modeled so far), empirical information provided here relate to usage assessment.

Methodology

There were three approaches to the research process. The first involved an extensive search of the literature to
determine the extent and limits of Expert Systems application to supplier selection decision-making. In spite of the
evident interest in this technology in other spheres of business activities, no published research exists which suggests
that it has been applied for partnership sourcing purposes. This lacuna necessitated the second approach which
involved a series of unstructured and informal one-to-one interviews with professionals in marketing (especially, the
purchasing and supply functions). These interviews, which usually took place at social gatherings, private homes and
over the telephone, were conducted with 8 senior managers from a range of organizations in both manufacturing and
service industries. Interviewees were chosen on discretionary grounds because of the knowledge and ‘privileged
information’ they possess based on their practical experience. Information obtained from the interviews afforded novel
insights into a wide range of issues relating to supplier selection processes and problems and, very importantly, the
scope for applying a branch of artificial intelligence, a computer-based system, to facilitate the process.

The third approach involved distribution, through the postal system, of questionnaires to 500 UK organizations
randomly selected from the COMPASS business directory. Questionnaires were addressed to named individuals (where
known), otherwise to the ‘purchasing manager’. The questionnaire was intended to capture data on: how managers
in purchasing and supply functions perform the task of supplier selection; the factors they consider in evaluating and
selecting suppliers; the weight they allocate to those factors; the general usage level of computer technology/artificial
intelligence in purchasing functions; and the attitude towards the idea of using expert systems technologies to improve
supplier selection tasks.

Out of the 500 questionnaires sent, only 66 were duly completed and returned over a period of three months,
achieving a response rate of 13.2 per cent. The response rate achieved is typical of this type of research (i.e. postal
surveys addressed to senior management positions with no pre-notification or follow up calls) and compares favorably
with those of similar population and data collection methodologies both in the UK (Caruana, 1995) and USA (Dorsch,
Swanson and Kelly, 1998). For this reason, no follow-up measures were undertaken to improve the response rate.
However, the possible effect of non-response bias was investigated by comparing the response data from the early and
late respondents (first and last quartile). This method is based on the assumption that late respondents are more similar
to non-respondents (Armstrong and Overton, 1977). No significant differences were observed, thus indicating that non-
response bias may not be a significant problem in this study.

Results

Organizations that completed and returned the questionnaires were of different sizes and types. As a result, two
sets of analysis were performed. The first was to determine whether the size of an organization influenced the way it
solved the problem of supplier selection. The second was to find out whether the type of organization affected its
approach to solving the same problem. Respondents were required to rank the factors, which they considered during
the process of supplier selection. Ranks 1 to 20 were to be awarded, reflecting the importance they attached to each
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factor. For example, rank 1 indicated ‘most important’ and 20 represented ‘least important’. The 20 item rank factors
(see table 2) were determined, based on the synthesis of the literature and the discovery-oriented survey, as those
generally considered during the selection process.

From the total usable sample, the average rank awarded to each factor was calculated and the factor that had the
least ranked value was regarded as the most important. The result reveals that quality, price, ability to deliver ontime,
production methods and the financial background of suppliers are respectively the five most important factors which
organizations consider in making supplier selection decisions. This result is not surprising as it is consistent with those
found in other studies, especially in the USA (e.g. Griffith, 1998). The five least important factors are loyalty, listing
in business directories, size, similarity in technology and recommendations. This result is rather fascinating given the
popular view in the literature that technological compatibility is a key consideration in supplier selection. Moreover,
the result flies in the face of the much talked about ‘reciprocity in buying’ paradigm. Loyalty was not considered a
crucial factor. Equally fascinating is that vendor size does not really matter. This has obvious implications for the
development of entrepreneurship.

Interestingly, many SMEs tend to believe that a listing in the business directory will yield more business and/or
enhance their credibility as potential suppliers. This was not found to be a key issue amongst our sampled population
and is worrying because of the size of SME representation in the sample. From this global ranking, it became
necessary to find out whether the ranking would vary according to organizational size. Various patterns emerged. There
seems to be a significant level of correlation in how the ranks were awarded by different sizes of organization.
However, there were other curious observations. These appear to suggest that the larger the organization, the better
the average rank given to factors such as finance, manufacturing capacity and relationship. The larger the organization,
the more emphasis on the financial capability of potential vendors, size and scope of activities, position in the industrial
sector, and marketing support they are able to provide. This suggests that in supplier selection decisions, larger
organizations differ from SMEs in the degree to which they emphasize continuity, capability and relationships. In
contrast, SMEs are more likely than large organizations to base vendor selection decisions on recommendations from
friends or colleagues, information supplied through brochures and loyalty driven by friendship or affinity.

It is of interest that none of the respondent organizations uses ES technology in performing vendor selection tasks.
They were found to have little knowledge of ES and its capabilities, irrespective of their size. The most significant
argument against the use of ES is the perceived potential to undermine personal responsibilities and empowerment as
well as the damage it might cause to personal contact and supplier relationships. Many of these are well documented
in the literature as reasons why people use or refuse to use computer technology especially in the area of management
information and decision support systems (Berry, 1997).

Conclusions

An effective supply strategy is of considerable importance to many organizations as decisions relating to how input
factors are sourced may greatly affect competitive position. Interestingly, many organizations have in place well-
developed systems for assessing product/service performance but rarely use equivalent methodologies in evaluating
their own suppliers. Knowledge management is an enabler and is the key to the development of an integrated supply
strategy. A number of conclusions can be drawn from this study. It is apparent from the findings that although the
field of artificial intelligence is pervading various spheres of business activities and altering the dynamics of
competitive advantage, the results suggest that UK businesses (especially those involved with purchasing functions)
have yet fully to operationalise the concept of knowledge management. It appears that organizations, in their
purchasing roles, tend to be reluctant players and far more skeptical about the benefits afforded through knowledge
management.

The growing utilization of ES by leading firms in the USA could not have happened without reasonable returns
on investment. In view of the strategic value of ES, it is time UK organizations start to think about how to harness this
technology to gain a competitive edge in an increasingly globalize world. They must recognize and accept several key
truths about today's 'semi-wired' world. The business environment is filled with turbulence, exacerbated by the growing
impact of digital media on business processes. Success in the evolving environment, with all its attendant
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discontinuities, requires that management must come to terms with the inevitable technology-driven transformations
and determine how best they might be deployed to serve their organizations.
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Teens' Attitudes Toward TV Advertising—Abstract

Sandipa Dublish, Fairleigh Dickinson University
Debbie Botwick, Fairleigh Dickinson University

The burgeoning Teen market is of interest to various marketers and advertisers. This paper examines how Teens
respond to TV advertising by measuring their attitudes toward television advertising. The study was conducted with
high school students in the Northeast. A total of 117 teens between the ages of 15-18 years, were surveyed. The
sample had a good representation of both genders, with girls accounting for 55% of the sample and boys 45%. Our
study generated three interesting results. The first was the observation that on average Teens are less appreciative of
TV advertising and many rate advertising low on entertainment and information value. The second interesting result
of our study was the observation that Teen girls are less enamoured by TV advertising as compared to their male
counterparts. Thirdly, our study identified three distinct clusters within the Teen population, each holding significantly
different (and often diametrically opposed) attitudes toward TV advertising:

"Despise TV advertising": This group expressed the strongest criticism of TV advertising. Teens in this group disliked
TV ads; found TV ads boring and annoying; found little entertainment and information value in TV ads; felt that a
reduction in TV ads would enhance program entertainment; and were very agreeable to the possibility of banning TV
ads altogether. This group was female dominated (73% were girls).

"Tolerate TV advertising": Teens in this cluster held mixed feelings about TV “advertising as for most attitude
statements their mean responses hovered around the midpoint. Though they felt strongly that reducing TV advertising
would make TV viewing more enjoyable, they were ambivalent about banning TV advertising altogether. They were
not much entertained by TV ads but to some extent appreciated the information value of advertising. This group had
a somewhat higher percentage of females (girls = 59%; boys = 41%).

"Enjoy TV advertising": This segment of Teens liked TV advertising; were often entertained by TV ads; found TV
advertising a useful and fairly reliable source of product information; and were not in agreement with the proposition
that TV advertising should be banned. There was a higher proportion of males in this cluster (girls = 46%; boys =
54%).
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Understanding Consumer Reactions to Premium-based Promotional Offers--Abstract

Alain d’ Astous, HEC-Montréal, Canada
Isabelle Jacob, Zoom Media, Montréal, Canada

This paper reports the results of a three-study research program whose purpose is to gain a better understanding
of consumer reactions to premium-based promotional offers. In the first study, a comprehensive typology of premium-
based promotional offers is elaborated and evaluated with respect to its content and predictive validity. In the next
study, the semantics that are used by consumers when they are presented with premium promotions are explored and
a series of research hypotheses are developed from qualitative interviews with 12 consumers. In the final study, a
survey of 182 adult consumers is conducted to test these research hypotheses. The results reveal that consumer
appreciation of premium-based promotional offers is more positive when the premium is direct than when it is delayed,
when there is a relatively lower quantity of product to purchase, when the value of the premium is mentioned, when
brand attitude is positive, when interest in the premium is great, and when consumers are characterized by deal-
proneness and compulsive buying tendencies. Consumers’ perception of manipulation intent is affected mainly by
directness of the premium, mention of the value of the premium, interest in the premium, and deal-proneness.
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The Attractiveness of Television Versus Magazines as Advertising Media to Target Collegians: 1989 -
1999—Abstract

Patricia A. Knowles, Clemson University
Roger Gomes, Clemson University
Stephen J. Grove, Clemson University

This paper argues that college-aged men and women represent an increasingly attractive market for a wide range
of goods and services. Therefore, how this segment regards and responds to promotion is of great interest to a large
set of advertisers. Ten years ago, college students were surveyed to uncover their perceptions regarding television
versus magazine advertising. An adapted “Magazine Publishers Association of America” schedule of items used to
assess the students’ agreement or disagreement that such ads were appealing, annoying, informative, exaggerated,
believable, unbelievable, helpful, silly, boring, offensive, and that they presented quality products. In comparing the
survey results from ten years ago to a recent replication, the findings indicate that while students used to be more
universally positive about magazine advertising, their perceptions of the two media have become more similar over
time. Still, although students perceive that television advertising has become more appealing, informative, and helpful,
they concurrently feel that it has become more annoying and exaggerated. Comparison tables with Chi-square
measures are provided for each item characteristic. The results indicate that as ads and media have become more
sophisticated, the media planner’s decisions have necessarily become more complex.

22



Consumer Emotional Reactions to Television Advertising
And Their Effects on Attitude Toward the Ad (Aad) and
Attitude Toward the Brand (Ab)

Virginie de Barnier
Groupe EDHEC (Ecole Superieure des Hautes Etudes Commerciales du Nord)

Abstract

In contrast to past research that have studied emotions as a whole, this study examines the effects of three
dimensions of emotions (pleasure, arousal and domination) on attitude toward the ad (Aad) and attitude toward the
brand (Ab). Path analyses suggested that emotions matter in assessing the effectiveness of advertising since they are
strong predictors of attitude toward the ad (Aad) and attitude toward the brand (Ab). It has been found that the three
dimensions of emotions do lead to significant differences in Aad and Ab. "Domination" emotions have a negative direct
effect on attitude toward the ad (Aad) and a negative indirect effect on attitude toward the brand (Ab). On the contrary,
"Pleasure" emotions have a positive direct effect on attitude toward the ad (Aad) and a positive indirect effect on
attitude toward the brand (Ab). "Arousal" emotions seem to be the most effective on both Aad and Ab. They have a
strong positive direct effect on Aad, and an indirect effect on Ab. Finally, limitations of this study are underlined and
issues for further research are discussed. Acknowledgments : The author acknowledges the financial support of the
FNEGE (Fondation Nationale pour I'Enseignement de la Gestion) and wishes to thank Professor Pierre-Louis Dubois,
Professor, University of Paris II Pantheon Assas, for his encouraging and helpful comments about this paper.

Introduction

Consumer attitudes and cognitions have long been accorded central roles as mediators of advertising effects : the
persuasive content of advertising influences attitudes and cognitions, which in turn influence consumption behavior
(Lutz, 1981). Until the end of the 70's research and theory concerning attitude formation and change has tended to
emphasize the cognitive aspect of attitude and has placed little or no emphasis on the emotional components of
attitudes. More recently, researchers have begun to examine the role of consumer emotional experiences in the
formation and change of attitudes (Gardner, 1985).

Extensive research in the last few years has demonstrated that the impact of television advertising is probably
mediated through emotional responses made to commercials, through attitude toward the brand (Ab), and through
attitude toward the ad (Aad) (Batra and Ray, 1986 ; Holbrook and Batra, 1987 ; Edell and Burke, 1987). Researchers
have therefore focused on measuring emotional responses. Psychologists have identified three basic underlying
emotional dimensions to describe the diversity of responses that may occur in eyeryday situation : pleasure, arousal,
dominance (PAD). "Pleasure" ranges from extremely unpleasant to extremely pleasant, "Arousal", ranges from calm
to excited, and "Dominance” or "Control" varies from a feeling of being in control of the situation to that of being
controlled (Mehrabian and Russell, 1974).

In the advertising context, some researchers have assessed emotions as a general affective response, such as
warmth measure of Aaker, Stayman and Hagerty (1986). Other researchers have focused on facial expressions to
evaluate emotional responsiveness to advertising (Derbaix, 1995 ; Derbaix and Bree, 1997). More common are
typologies of emotional responses to ads (Batra and Ray, 1986 ; Holbrook and Batra, 1987 ; Burke and Edell, 1989).
Holbrook and Batra (1987) confirmed the existence three primary dimensions P.A.D. and validated the Standardized
Emotional Profile (SEP) a scale composed of 27 items. The SEP was designed to assess emotional responses to print
ads or television ads, and to explore the effects attributable to nonverbal components of advertising. The dimensions
of the Holbrook and Batra (1987) SEP were somewhat different, in their content, from those defined by Mehrabian and
Russell (1974). "Pleasure"” referred intuitively to such feelings as joy, affection, gratitude, and pride. Subdimensions
were labeled as faith, affection, and gratitude. "Arousal" reflected interest, activation, surprise, and involvement.
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Subdimensions were labeled as interest, activation, and surgency. Finally, "Domination"' involved a sense of
helplessness, sadness, fear, and distrust. Subdimensions were labeled as sadness, fear, and skepticism.

Although there has been exploration on the role of emotions as a mediator of advertising effects, researchers tend
to consider emotions as a whole. As a consequence, few studies have been made on how each dimension of emotion
may affect attitude. To help fill this gap, the purpose of the present study is to determine whether the three dimensions
of emotional responses to advertising have the same effect on attitude and to discuss the role of each dimension (PAD)
on attitude toward the ad (Aad) and attitude toward the brand (Ab).

Background
The effects of positive emotions on attitude

In spite of the progress that has been made to measure emotions and understand their role in an advertising
context, very little is currently known about the mediating role of each dimension of emotions. However, some studies
have focused on positive affective responses, often studying together several emotions belonging to two different
dimensions like "Pleasure" and "Arou-sal".

Batra and Ray (1986) and Holbrook and Batra (1987) have studied positive emotions such as joy or peaceful
relaxation (belonging to the "Arousal" dimension) and social affection (belonging to the "Pleasure" dimension).
Aacker, Stayman, and Hagerty (1986) have focused on warmth and tenderness belonging to the "Pleasure" dimension.
They concluded that positive affective responses do have a positive influence on attitude toward the ad (Aad), as well
as attitude toward the brand (Ab).

These results may occur through two different mechanisms: classical conditioning or congruency in accessibility.
Classical conditioning mechanism works as follows : an unconditioned stimulus (the advertising copy) is producing
an unconditioned response (positive emotions) and is repeatedly paired with a conditioned stimulus (the brand name),
after several repetitions of the process, the conditioned stimulus by itself (the brand name) will produce the
unconditioned response, that is, favorable emotions toward the brand (Shimp, 1981 ; Gorn, 1982 ; Petty, Cacioppo et
Schumann, 1983). Congruency in accessibility happens when positive emotions increase the accessibility of positive
thoughts, which in turn lead to a more favorable brand judgment (Isen, 1987).

The effects of negative emotions on attitude

Another research direction is focusing on the mediating role of negative emotions in advertising on attitude toward
the ad (Aad) and attitude toward the brand (Ab). Emotions such as fear (Leventhal, 1970 ; Krisher, Darley and Darley,
1973, Dembrowski, Lasater and Ramirez, 1978 ; Shelton and Rogers, 1981), guilt (Ghingold and Bozinoff, 1981 ; Ruth
and Faber, 1988 ; Pinto and Priest, 1991 ; Coulter, Cotte and Moore, 1997) or sadness (Coke, Batson and McDavis,
1978) have been studied with contradictory results. Moore and Hoenig (1989) tried to clarify under what conditions
negative emotions may have positive effects on attitudes suggesting that it may be linked to a new attitude concept :
attitude toward helping.

In spite of the progress that has been made to measure emotions and understand their role in an advertising
context, very little is currently known about the mediating role of each dimension of emotions, "Pleasure", " Arousal"
and "Domin-ation". In order to clarify the role of emotions on attitude, we suggest to study emotions according to their
three underlying dimensions, as identified by Holbrook and Batra (1987). Therefore, consistent with the literature, we
expect that::

H1 : Affective reactions to advertising have an influence on attitude toward the ad (Aad).

H1.1: Affective reactions belonging to "Pleasure" dimension have a positive influence on attitude toward the ad (Aad).
H1.2: Affective reactions belonging to "Arousal" dimension have a positive influence on attitude toward the ad (Aad).
H1.3: Affective reactions belonging to "Domination" dimension have a negative influence on attitude toward the ad
(Aad).

H2: Affective reactions to advertising have an influence on attitude toward the brand (Ab) .

H2.1: Affective reactions belonging to "Pleasure" dimension have a positive influence on attitude toward the brand
(Ab).

H2.2: Affective reactions belonging to "Arousal” dimension have a positive influence on attitude toward the brand
(Ab).

! This third dimension has received several denominations : Holbrook et Batra (1987) use the word "domination"
whereas Mehrabian et Russel (1974) use the word "Dominance".
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H2.3: Affective reactions belonging to "Domination" dimension have a negative influence on attitude toward the brand
(Ab).
The effects of attitude toward the ad (aad) on attitude toward the brand (ab)

Research considering the role of emotions in advertising has focused on the attitude toward the ad (Aad) construct,
trying to assess the effects of Aad on attitude toward the brand (Ab). Many studies have validated that Aad is playing
a mediating role between exposure to the ad and Ab, and that a positive relationship does exist between the constructs
(Mitchell and Olson, 1981 ; Mitchell, 1986 ; Gardner, 1985 ; Edell and Burke, 1986 ; MacKenzie, Lutz and Belch,
1986 ; Park and Young, 1986). Shimp (1981) suggested that the transfer from Aad to Ab occurred through classical
conditioning implying that the more one likes the ad, the more he will like the brand. Consistent with the literature,
we suggest the following hypothesis :

H3 : Attitude toward the ad (Aad) has a positive influence on attitude toward the brand (Ab).

Method

As explained above, our goal is to highlight the mediating role of the three dimensions of emotions (PAD) to
understand which are the best predictors of both Aad and Ab. Therefore, we selected an experimental approach which
took place as described below.

Subjects: Two hundred and seventy seven students from an introductory marketing class of a French business school
participated in the study. Sex and age (between 20 and 23) were evenly represented.
Stimuli: We selected six 30" television commer-cials with the following procedure in three steps. First, one hundred
and fifty five ads tested by the Ipsos Marketing System company in 1996, were viewed by three judges to select 16
consistent with three criteria :

1. they were automobile advertisements for familiar brands? ;

2. they were highly emotional or highly rational® ;

3. all three dimensions of emotions were represented in the highly emotional ads.

The second step consisted in showing the 16 selected ads to 2 judges and 15 students in order to select the 13 ads

that were felt as highly emotional or highly rational. Finally, the third step consisted in showing those 13 ads to 2 other
judges and 12 other students in order to select only six ads that were clearly perceived as linked to one of the PAD
dimensions. One commercial was perceived as linked to Pleasure emotions (BMW), one commercial to Domination
emotions (Audi), two commercials to Arousal emotions (Citroén and Ford Escort), and, two commercials were elected
because they were not linked to any emotion and were perceived as highly rational (Ford Mondeo and Honda).
Procedure : The six commercials were presented in a different order to each group of students. Nine small groups of
30 students watched the video tape of the ads. Each commercial was shown once. Immediately afterwards, the students
had to indicate their emotional responses, attitude toward the ad (Aad) and attitude toward the brand (Ab). The students
were given four minutes to respond to each commercial. No one had difficulty filling out the items in that time. After
about thirty minutes, the students had viewed all of the six ads and were thanked and excused.
Dependent Measures: All scales were Likert 5-point scales. A pretest has been performed on 266 management students
from different French universities, in order to validate the adequacy of the translation of American scales into French.
For each scale, the procedure was the same : a factor analysis was conducted on all the items, then alpha coefficients
were calculated in order to test the internal consistency and reliability of each dimension of the scales. When needed
some items were eliminated to obtain satisfactorily high alpha coefficients. Convergent validity was tested as
recommended by Joreskog (1971) using t tests. Discriminant validity was tested for multidimensional scales calculating
the difference between the Chi square of the tested free model and the Chi square of the constraint model, as
recommended by Bagozzi and Yi (1989). Finally reliability has been tested using alpha coefficients and coefficients
r of Joreskog (Joreskog, 1971).

2 Automobile advertisements were chosen because students are familiar with cars and brands. Besides, French car
advertisements often appeal to domination emotions such as fear, which are rare emotions in advertising.

* Emotional ads do not exist per se. As a consequence, in order to select ads that elicited strong emotional reactions as
opposed to ads that elicited few emotional reactions, at each step of the procedure, we interviewed judges and students
with the Holbrook et Batra (1987) scale. To simplify the text, we will refer to the selected ads as highly emotional ads
or highly rational ones.
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Emotional responses were measured with the Holbrook and Batra (1987) scale : the Standardized Emotional
Profile. The factor analysis confirmed the three factors of the SEP : Pleasure, Arousal, Domination. Coefficients alpha
indicated that only 13 items should be kept in the French version of the scale : 5 for Pleasure, 5 for Domination and
3 for Arousal. Every t test associated to each item of the scale was superior to 2, indicating a good convergent validity.
Discriminant validity was also satisfactory. Finally, coefficients of Jéreskog indicated a good reliability of each
dimension with 0.8182 for Pleasure, 0.8262 for Arousal, and 0.7852 for Domination.

Attitude toward the ad (Aad) was measured with the Machleit and Wilson (1988) scale. The factor analysis and
the alpha coefficients suggested to reduce the scale to six items : favorable, good, enjoyable, fond of, like very much,
well made. T test associated to each item of the scale was superior to 2, indicating a good convergent validity.
Coefficient of Joreskog was as high as 0.9417, indicating a good reliability.

Attitude toward the brand (Ab) was measured with the scale of Goodstein, Edell and Moore (1990). The factor
analysis and the alpha coefficients suggested the three items of the scale to be kept : favorable, good. like very much.
Every t test associated to each item of the scale was superior to 2, indicating a good convergent validity. The coefficient
of Joreskog was as high as 0.9403 indicating a good reliability.

Results

To test the model's ability to capture data relationships, the maximum likelihood procedure for path analysis in
LISREL 8 was used (Joreskog and Sérbom, 1994) after aggregating the data for all the six commercials merged. As
shown in Table 1, the statistics indicate that the model provides a good representation of data relationships. The
Goodness of Fit (GFI) and Adjusted Goodness of Fit (AGFI) statistics are close to 0.9, the Chi square is significant®, the
Root Mean Square Residual (RMR) is very low, so is the Root Mean Square Error of Approximation (RMSEA), the Non-
Normed Fit Index (NNFI) and the Comparative Fit Index (CFI) are superior to 0.9, and the Consistent Akaike
Information Criterion (CAIC) of the tested model is inferior to the CAIC of the saturated model (CAICs).

Effects of emotions on attitude toward the ad (aad)

Hypothesis 1 suggested that affective reactions to advertising have an influence on attitude toward the ad (Aad).
To test this hypothesis a path analysis was conducted with Aad being the dependent variable. Table 2 shows the results
of this analysis.

The results show that emotions do have a direct effect on Aad, and that this effect depends on the dimension of
emotions. "Pleasure” emotions have a significant positive direct effect on Aad (beta = 0.28, t test = 12.84) ;
"Domination" emotions have a negative direct effect on Aad (beta =-0.12, t test =-6.79) ; and "Arousal" emotions have
a very strong positive direct effect on Aad (beta = 0.75, t test = 29.19). In addition, the total effects of emotions on Aad
show that there is no indirect effect of "Pleasure" or "Domination" emotions on Aad, there is an positive indirect effect
of "Arousal" emotions on Aad (0.17). Thus the total effect of "Arousal" emotions is very strong (0.92, t test = 38.99).

Table 1 : Path analysis results

3919.43 (635 df)
p=0.0
0.037

0.049
p=1.00

0.95
0.96
4811.50<6236.09

* The somewhat high Chi square may be attributable to our large sample composed of 1662 observations (277 students
interviewed on 6 different ads).
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* Test the probability to have a RMSEA inferior to 0.05.
** Comparison between the tested model CAIC and the saturated model CAIC (CAICs).
The tested model CAIC should be lower than the saturated model CAIC.

Table 2 : Effects of Emotions on Attitude toward the Ad (Aad)

-0.52 NS* 0.81 NS

0.04 1.55 NS -0.02 -2.82 0.02 0.89 NS

0.04 0.93 NS 0.11 3.08 0.15 6.64

*N'S - the link is not significant

Table 4: Effects of attitude toward the ad (Aad) on attitude toward the brand (Ab)

These results indicate that for a diverse sample of commercials, the three dimensions of emotions do have an influence
on Aad. As a consequence, hypothesis H1 is validated. In addition, it has been found, as expected, that only "Pleasure”
and "Arousal" emotions have a positive effect, whereas "Domination" emotions have a negative impact on Aad,
validating hypothesis H1.1, H1.2 and H1.3.

Effects of Emotions on Attitude toward the Brand (Ab)

Hypothesis 2 suggested that affective reactions to advertising have an influence on attitude toward the brand (Ab).
Again, to test this hypothesis a path analysis was conducted with Ab
as the dependent variable. Table 3 shows the results of this analysis.
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The results of the t tests show that emotions do not have a direct effect on Ab, as a consequence, hypothesis H2
is not validated. However, an indirect effect trough Aad, of emotions can be observed : it is very slight for "Pleasure”
emotions (0.04, t test = 3.01) or "Domination" emotions (-0.02, t test = -2.82), it is somewhat stronger for "Arousal"
emotions (0.11, t test = 3.08). Only "Arousal" emotions have a total positive effect on Ab (0.15, t test = 6.64). These
results indicate that none of the three dimensions of emotions has a direct influence on Ab, as a consequence,
hypothesis H2.1, H2.2, H2.3 cannot be validated.

Effects of attitude toward the ad (Aad) on attitude toward the brand (Ab)

Hypothesis 3 suggested that attitude toward the ad (Aad) has an effect on attitude toward the brand (Ab). To test
this hypothesis a path analysis was conducted with Aad being the independent variable and Ab the dependent variable.
Table 4 shows the results of this analysis.

As expected, the results show that attitude toward the ad (Aad) has a direct positive influence on attitude toward
the brand (Ab) (beta = 0.13, t test = 3.10). These results indicate that Aad is a significative mediator of Ab and that
hypothesis H3 is validated. To illustrate our findings concerning our research on the effects of emotions on attitude
toward the ad (Aad) and attitude toward the brand (Ab), the results of our analyses are presented in Figure 1.

research shows that emotional responses are significant, they exert a direct effect on attitude toward the ad (Aad) as
well as an indirect effect, via Aad, on attitude toward the brand (Ab). Attitude toward the ad (Aad) is therefore a strong
mediator of ad-evoked feelings as observed by Edell and Burke (1987) and Derbaix (1995). As a consequence, the
understanding of Aad and of Ab will be improved if emotions experienced by the viewer while seeing an ad are
measured. Measuring ad-evoked feelings may be a way to improve our understanding of the persuasion process.

This study stresses the fact that the three dimensions of emotion do lead to significant differences in attitude toward
the ad (Aad) and attitude toward the brand (Ab). "Domination" emotions have a negative direct effect on attitude
toward the ad (Aad) and a negative indirect effect on attitude toward the brand (Ab). On the contrary, "Pleasure"
emotions have a positive direct effect on attitude toward the ad (Aad) and a positive indirect effect on attitude toward
the brand (Ab). However, "Arousal" emotions seem to be the most effective on both Aad and Ab. They have a strong
positive direct effect on Aad, and an indirect effect on Ab.

Figure 1 : Results of our research

Attitude
Toward the
Brand

Emotions
dimension
Pleasure

NS (0.04) NS

0.13 (NS) 0.13

Attitude
Toward
the Ad
(Aad)

Emotions
dimension
Domination

Emotions
dimension

Legend Arousal

Ist figure: direct effect
2nd figure (in parentheses) : indirect effect
3rd figure (bold) : total effect

NS : Not significant

Discussion

The results of this study are of interest for both the theorist and the practitioner. They suggest that emotions matter
in assessing the effectiveness of advertising since they are strong predictors of Aad and Ab. The specific way in which
emotions contribute, has not been found uniform across all emotions. The effects of emotions on Aad and Ab might
have been confounded in research that did not consider a detailed description of emotions, and that adopted a
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unidimensional view of them. Adopting a three-dimensional view of emotions, as suggested by Holbrook et Batra
(1987), may help explain their effects on Aad and Ab, to understand better their influence in the persuasion process.
As indicated by the results, the three dimensions, "Pleasure”, "Domination", and "Arousal" can be powerful
determinants of attitude. These results are also of interest for the practitioner who is interested in creating commercials
that elicit emotional responses in order to generate positive attitudes toward the commercials and the brand. Many
commercials elicit "Domination" emotions, like sadness, fear or anxiety. In the car industry, for instance, commercials
may appeal to the fear of having an accident or the anxiety about the car breaking down. Our results suggest that such
commercials are not as effective as they should be, since they generate negative effects on Aad and Ab. On the contrary,
commercials appealing to "Pleasure" or "Arousal" do have a positive effect on attitude. "Arousal" emotions have been
found to be the most effective. As a consequence, emotions such as attention, curiosity or interest, induced by
commercials have a strong effect on Aad and should be chosen by practitioners wishing to be effective.

Limitations

Although this study supports previous research, the findings must be tempered by a few limitations. First of all,
only students were included in our research sample. Secondly, only one product category, cars, has been studied. The
student sample and the use of a single product may have constrained the extrapolation of our present results and the
possibility to generalize them. Thirdly, the ads used in this study all promoted existing products and existing brands.
For new products or new brands additional research is needed since an informational appeal may be more appropriate
than emotional advertising. Fourthly, only television ads were studied. Future research is therefore needed across
products, media and different and more representative populations, to establish whether these findings could be
generalized. Fifthly, the procedure chosen for the experiment may have slightly biased the results : we chose a pretest-
like setting with a procedure that is a clear departure from a natural setting and interviewing students after each ad
may have induced a reactive behavior. Finally, we chose to study emotions starting from a three-dimensional model
because of its relative simplicity and its large theoretical and empirical support. However, future research may focus
on a more complex model, differentiating the multifaceted nature of emotions, which can vary in intensity and valence,
to assess in a more detailed way the relationships between emotions and Aad or Ab.
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A Comparative Analysis of Wholesaler-Retailer Relations Within Vertical Marketing Systems : a Political
Economy Approach—Abstract

Gilles Corriveau, Ecole des Hautes Etudes Commerciales, Montréal
Robert D. Tamilia, University of Quebec at Montréal, Montréal
Danielle Morin, Concordia University, Montréal

This research used for the first time the political economy framework as a whole to test wholesaler-retailer (W-
R) relations within vertical marketing systems theory. So far, a number of authors have examined one or more
aspects of this framework empirically. However, very few of these studies have been concerned with the similarities
and differences in the structure and functioning of W-R relations within vertical marketing systems. Moreover,
there has been no attempt to compare analytically and simultaneously the economic and political processess within
such systems. In fact, one of the basic purposes of this study is to validate the existence of the three vertical
marketing systems proposed over 30 years ago by McCammon (1970) but has so far never been tested empirically.
Furthermore, a comparative analysis model of vertical marketing systems in food distribution is proposed.

Corporate chains, voluntary groups and unaffiliated retailers also referred to as cor-porate, contractual and
administered vertical marketing systems are the main entities investigated in this study of wholesaler-retailer
relations. Furthermore, comparing the three vertical marketing channel arrangements on a number of variables
required the use of a methodological tool outside mainstream marketing research. Standard multivariate
procedures, including LISREL, were simply not well suited to perform such a comparative analysis. Therefore, the
study is the very first one to apply STATIS, a comparative statistical tool for interpreting simultaneous interactions
on a number of variables taken from two or more observation groups in a channel context. STATIS or the ACT
method, is largely unknown in the field of marketing statistical analysis.

The comparative analysis revealed the numerous similarities and differences in the organization and
functioning of vertical marketing systems in food distribution. The results of the research clearly show the distinctive
characteristics of the organization and functioning of the three vertical marketing systems operating in food distribution.
In terms of locus of decision making, it was shown that unaffiliated stores clearly operate on their own. Therefore, new
technologies and efforts to streamline their operations to make them more alert to market conditions will be very difficult.
Affiliated (i.e., contractual systems) and corporate stores while showing marked differences on the internal political
economy as expected, they showed similar perceptual environmental uncertainties. However, the locus of decision
making as shown by the centralization variable is key in understanding main difference between the two systems.
Affiliated stores preferred to have more control to exercise about merchandising policies in their own local market. On
the other hand, corporate store centralize all decision making and manifest less flexibility to local demand.

The study points out to a number of possible avenues for future research. First, a different focus on channel
participants other than retailers, would be interesting, for example on food processors. Second, food manufacturer
as part of a channel study using the key informant survey method, selected by product class, would either confirm or
disconfirm the results obtained here. Given the broad product range of food processors, the political economy
approach of studying vertical marketing systems would reveal if there are any similarities and differences by food
product class and by distribution organizational arrangement. Vertical marketing systems are common in almost all
retail sectors. Thus, it would be possible to carry out a study in a sector other than food to validate the results for
the retail trade in general. This could lead to a classification or typology or even a general retailing theory related
to organization and functioning of various vertical marketing systems. There is a need to understand the evolution
and development of the systems themselves over time using historical data. Such a study would be feasible, because
STATIS in the past has been applied almost exclusively to observations over time. Consequently, it would be a
question of gathering secondary data on different types of retail businesses, according to the distribution structures
to be examined, for a desired period of time, and then subjecting the data to a STATIS analysis. This would
produce a profile of the evolution of each variable through two orthogonal axes. In conclusion, it is our view that
comparative research deserves greater attention from researchers in the field of marketing. The exercise performed
here for distribution channels could be extended to the international marketing level.
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Time-dependence and Relationship-dependence Between Firms in Marketing Channels
Goran Svensson, Goteborg University, Sweden

Abstract

The topic of the paper is on the time-dependence and the relationship-dependence between firms in marketing
channels. The dependence between firms is interpreted and argued to be a central issue that cause the existence of
vulnerability in a marketing channel. Based upon the time-dependence and the relationship-dependence between
firms, a typology of vulnerability scenarios in a marketing channel is developed.

Introduction

Manufacturers in many regional, domestic, international and global industries are exposed to an extremely
keen competitive environment. Firms are exposed to a time based economy and they are dependent on the adequate
maintenance of business relationships. In order to stay competitive, maintain cost-effectiveness, and achieve
reasonable profitability, manufacturers have for many years implemented and applied pull strategies and other lean
manufacturing principles in their marketing channels. Marketing channels have a vertical emphasis; that is, they do
not normally comprise horizontal matters. Therefore, the perspective in this paper is supported by and limited to the
channel theory (e.g. Weld, 1916; Bucklin, 1966). Nowadays, the marketing channels of materials and components
are to a large extent based upon the principle of postponement. From time to time, it is based upon the demands of
the ultimate consumer, which reinforce the time-dependence and relationship-dependence between firms in a
marketing channel.

Most of the inventory management and production planning in marketing channels is usually carried out under
normal working conditions (e.g. time and relationship aspects), rather than taking into account unplanned events
that may occur in the marketing channel, which might affect the normal or expected flow of materials and
components. This may lead to an increasing vulnerability scenario in the activities performed in the marketing
channel, because of the time-dependence and relationship-dependence that exist between firms. In this paper, the
dependence between firms in a marketing channel is interpreted as a necessity for the existence of vulnerability
scenario in marketing channels. If there do not exist any dependence between firms, then they are not vulnerable in
terms of the used significance of vulnerability scenario of this paper. Thus, the vulnerability of a marketing
channel may cause disturbances or disruptions, and thus seriously harm the business and threaten the survival of a
manufacturer.

In literature, the concept of vulnerability is unexplored and there is a lack of conceptualisation of the concept.
In literature, various theoretically-paired concepts are related to the concept of vulnerability, for example
power/dependence (e.g. Cartwright, 1959; Emerson, 1962), risk/uncertainty (e.g. Knight, 1921; Ganesan, 1994),
and reliability/availability (e.g. Sandler, 1963; Frankel, 1988). There are also some other concepts that could be of
interest, for example, conflict (e.g. Lusch, 1978; Rosenberg and Stern, 1971), control (e.g. Pfeffer and Salancik,
1978), and exchange (e.g. Blau, 1964). There is a common feature or denominator between the mentioned concepts.
None of them provide any real typology or conceptual framework that could be used in an overall or generalised
environment of vulnerability in a marketing channel context. Therefore, its meaning is still ambiguous and unclear.
The lack of conceptualisation has implicated that a valid and reliable grounded framework for the analysis of
vulnerability scenarios is also missing. Nowadays, vulnerability in marketing channels is of immediate importance
due to the fact that logistic flows in many industries not only strive to be lean, but also responsive and agile.
Accordingly, different circumstances in the environment may create vulnerable situations in a marketing channel.

Research Objective

However, the essence of this paper is on the dependence between firms in marketing channels in general.
Specifically, it is on the time-dependence and the relationship-dependence between firms. The research question in
this paper is: How can the vulnerability in a marketing channel be conceptualised in terms of time-dependence and
relationship-dependence? Its relevance is motivated by the fact the concept of vulnerability has been long neglected
in marketing. As the UPS strike demonstrated to JIT buyers and sellers, firms are vulnerable in today’s highly time
and relationship based economy (Coleman and Jennings, 1998). Therefore, the objective of this paper is to describe
a developed typology of vulnerability scenario based upon time-dependence and relationship-dependence between
firms in a marketing channel. The contribution of the paper is intended to be a basic framework for the analysis of
dependence between firms that may cause and create different vulnerability scenarios in a marketing channel.
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The approach to handle the formulated research question and to accomplish the objective of the paper is initially
and principally inductive. An attempt to apply a deductive approach is also considered, in terms of a preliminary
pre-testing of the developed conceptualisation of the concept of vulnerability.

A Typology of Vulnerability Scenarios

Based upon the inductive approach undertaken in this paper, a typology of vulnerability scenarios is proposed
in table 1 below from the point of view of the manufacturer (i. €. the seller) or the buyer. In addition, the typology is
proposed to be restricted and only applicable to the presence of a dependence scenario between firms in a marketing
channel. In situations of non-dependence between firms, the proposed typology is not suitable or intended to be
adequate. In terms of vulnerability, a non-dependence scenario is assumed not to be of interest, because the
existence of dependence between firms is seen as a necessary fundament of vulnerability in a marketing channel
context.

Two major dependence dimensions construct the typology of vulnerability scenarios proposed in this paper,
namely the time-dependence and the relationship-dependence between firms. The time-dependence dimension
consists of two underlying dimensions, namely the temporary dependence and the permanent dependence. They are
interpreted as opposite of each other. The temporary time dimension refers to that the dependence scenario between
firms in a marketing channel is short-term. On the contrary, the permanent dependence refers to a long-term
dependence between firms in the marketing channel. The other dependence dimension consists also of two
underlying dimensions, namely the unilateral and the bilateral dependence. They are also interpreted as opposite of
each other. The unilateral dependence scenario refers to that only one of the firms in a business relationship is
dependent on the other. Accordingly, the bilateral dependence scenario refers to that there is a mutual dependence
between firms in a business relationship. In addition, the described dependence scenarios depend on upstream or
downstream interdependencies in the marketing channel.

The two underlying dimensions of time-dependence and relationship-dependence create a matrix that consists
of four cells. In each cell there is illustrated a vulnerability scenario. Each of the four proposed types of vulnerability
scenarios has unique characteristics that separate them from each other. For example, the elastic
vulnerability temporary dependence and a unilateral dependence in the interface to its sub-contractors. This
signifies that the firm has to handle a high dependency level and a short-term dependence in the upstream activities
of the marketing channel. Probably, this kind of vulnerability scenario might be present under duopolistic or an
oligopolistic marketplace. The non-elastic vulnerability scenario signifies that a firm is exposed to a more or less
permanent dependence and a bilateral dependence in the interface to its sub-contractors. In this context the firm has
to manage a low dependency level and a long-term dependence. This type of vulnerability scenario is also most
likely to appear in situations of duopolistic or an oligopolistic environment. The static vulnerability scenario
implicates that a firm is exposed to a permanent dependence and a unilateral dependence in the interface to its sub-
contractors. This implicates that the firm has to handle a high dependency level and a long-term dependence.
Presumably, a more or less monopolistic market might cause this kind of vulnerability scenario. The dynamic
vulnerability scenario signifies that a firm is exposed to a temporary dependence and a bilateral dependence in the
interface to its sub-contractors, that is, the firm has to manage a low dependency level and a short-term dependence.
It is likely to appear in a competitive market place.

The described typology of vulnerability scenarios, based upon the time-dependence and the relationship-
dependence between firms in a marketing channel, has been pre-tested on a few preliminary items extracted (as a
spin-off) from a survey in three industries in Sweden. Consequently, further refinements and aggregations of the
used items are necessary in future research.

Methodology

The study was performed as a mail survey. The questionnaire was addressed to the managing director or the
president of the company. Principally, the items in the questionnaire focused on dependence issues in marketing
channels. The population consisted of 274 companies in three different industries, which were all included in the
survey. A questionnaire was sent to each of them. 118 responses (total response rate: 43.1 %) were collected from
the three industries, namely from retail suppliers (response rate: 49.3 % or 68 responses of 138), from furniture
manufacturers (response rate: 37.0 % or 40 responses of 108), and from manufacturers of pre-fabricated houses
(response rate: 35.7 % or 10 responses of 28). Consequently, a non-response bias appeared in the survey. Therefore,
a complete analysis of non-response bias was performed in order to clarify if the non-response bias in the survey
might affect the resuits of the study, that is, if there existed any difference between the companies who answered or
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participated in the survey, and the ones who did not. The analysis of non-response bias included all the non-
response companies except for a few (5.8 % or 9 of 156 companies) which were not available, because no answer
was obtained, because they did not want to participate at all, because they were too busy at the time of the survey, or
because the executive in charge was on a business trip. A non-parametric test (Chi Square-test: Pearson) was used
for the analysis of non- response bias. Using such variables as: number of employees, number of full time
employees, total company sales and home market share of total company sales. There did not exist any significant
difference (Significance < 5 %) between obtained responses and non-responses. Therefore it is suggested that the
results presented in this paper are not affected by the non-response bias, and the results of the study might be
generalised to the whole population

Empirical Findings

In the following paragraphs the analysis and the interpretations of the data collected in the survey are
summarised. The preliminary items used in the survey are measured in seven intervals accordingly to the Likert
scale. Various bivariate correlation tests (Pearson’s correlation coefficient) have been performed. The scores from
the correlation tests are described below.

Originally, several items were used in the questionnaire, but four remain for the analysis of time and
relationship-dependence in marketing channels, according to the described typology. They are divided into the two
main groups that illustrate the two principal dimensions in the context of creating a typology of vulnerability
scenarios. On the one hand, there is the time-dependence dimension. On the other hand, there is the relationship-
dependence dimension. The empirical findings that make them up, and their development process, are also
described in the following paragraphs.

Time-Dependence :

Hence, one of the principal dimensions identified in this study is the time-dependence between firms in a
marketing channel. Two broad items from the questionnaire remain and have been used in the analysis to measure
the existence of time-dependence in marketing channels. Notice that in the original questionnaire the items were
located apart from each other, with other items between them. There is a strong correlation between the two items
scenario implicates that a firm is exposed to a (Pearson: 0.505; Significance: < 0.01). The items of time-
dependence have been divided into two interconnected sub-categories, namely temporary dependence and
permanent dependence. The two sub-categories are interpreted as opposite of each other.
Relationship-Dependence

The other principal dimension is the relationship-dependence between firms in a marketing channel. Two other
broad items have been used from the questionnaire in the analysis to measure the existence of relationship-
dependence in marketing channels. Notice that in the original questionnaire the items were located apart from each
other, with other items between them. There is a strong correlation between the two items (Pearson: 0.578;
Significance: < 0.01). The items of relationship-dependence have been divided into two interconnected sub-
categories, namely unilateral dependence and bilateral dependence. The two sub-categories, as the two previous
ones in the context of time-dependence, are seen as opposite of each other.

Time- and Relationship-Dependence

In order to control the outcome of the correlation tests, a factor analysis has been performed. The factor analysis
performed (Extraction Method: Principal Component Analysis, Rotation Method: Varimax with Kaiser
Normalization; Kaiser-Meyer-Olkin measure of sampling adequacy (0.63) and Bartlett’s test of sphericity (Approx.
chi-square: 101.78; df: 6; Significance: 0.000)) identify and confirm two underlying factors that explain the pattern
of correlation within the set of four observed variables. The factors are identified and their corresponding factor
loadings are illustrated below in tables 2 and 3 below. Factor 1 corresponds to the relationship-dependence
dimension, and factor 2 equals the time-dependence dimension.

Managerial Implications

Ideally, the type of vulnerability scenario to be preferred by a firm might be to maintain a dynamic vulnerability
scenario in the interface to its customers, at the same time as the firm’s sub-contractors are exposed to static
vulnerability scenario. Consequently, the four proposed types of vulnerability scenarios are double-edged in the
sense that in the interface to the sub-contractors a firm might strive to achieve a different dependence, than in the
interface to its own customers. The type of vulnerability scenario has to be judged in the context of a buyer or a
supplier perspective. However, the typology proposed in this paper view the vulnerability scenario from the point of
view of the buyer’s perspective.
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The static vulnerability scenario is likely to appear in a situation where a firm’s dependence on its sub-
contractors is high. In this situation, the firm has few replaceable or non-existent alternative sub-contractors
available and its flexibility is heavily restricted. In addition, it might be characterised by a lack of entrepreneurship
and organisational inertia The most favourable type of vulnerability scenario, from the point of view of the buyer or
the manufacturer, might be the dynamic vulnerability scenario, due to the temporary and mutual dependence that
exists between the firm and its sub-contractors. Probably, the existence of mutual dependence creates an increased
interest between the firms. Thus, the dependence between the firm and its sub-contractors is a common interest. In
addition, the firm may search for new sub-contractor sources and replace existing ones more easily. This signifies
that changes may be done without the involvement of affected sub-contractors. In the case of static vulnerability
scenario, the firm is highly dependent on its sub-contractors. This implicates that the firm’s power in terms of
negotiation is limited. Elastic and non-elastic vulnerability scenario might be seen as inter-mediate dependencies
between the dynamic and static vulnerability scenarios. Consequently, the first impression is that these are more
probable to appear, but as shown it is not necessarily the case in an empirical context.

Conclusions

It is proposed that the typology of vulnerability scenarios developed and described in this paper succeed in
classifying the concept of vulnerability into time-dependence and relationship-dependence in the context of
marketing channels. Presumably, these might be seen as two parallel and interdependent vulnerability dimensions
that are of substantial importance to any firm in a marketing channel. Accordingly, four major types of vulnerability
scenarios have been proposed, namely, static and dynamic vulnerability scenarios, and elastic and non-elastic
vulnerability scenarios. How-ever, the typology has to be further tested (i. e. a broader variety of items has to be
used). Development, refinement, and repeated measurement of the items used in the questionnaire and new ones
have to be created, in order to verify or reject the empirical findings of this preliminary study. Other industries
could also provide fruitful contributions to test the potential ability of the two utilised dimensions in terms of their
generalising power and discriminating features. Consequently, further re-search has to be carried out, as the
presented research is at a preliminary and initial stage. Nevertheless, main contributions of the paper are a
proposed grounded typology vulnerability scenarios and a fundamental conceptualisation of the vulnerability
concept based upon the time-dependence and the relationship-dependence between firms in a marketing channel.
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Table 1: A typology of vulnerability scenarios in marketing channels based upon the time-dependence
and the relationship-dependence between firms.
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Non-Elastic Static
vulnerability vulnerability
Permanent
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Abstract
This paper presents research propositions to explain why consumers continue to shop from a firm’s Web site.
Research from the consumer satisfaction, Internet marketing, and relationship marketing literature was explored to
provide evidence for the propositions. A generic model of future purchasing behavior from a firm’s Web site is also
presented.

Introduction

The literature suggests that Internet shopping is distinct from retail shopping and that it will greatly impact
future marketing and consumer purchasing behavior (i.e., Hair and Keep 1997; Sheth and Sisodia 1997). Several
scholars recommend investigating the implications of this new medium to learn its impact on business operations
and the customer-firm relationship (i.e., Hoffman and Novak 1996). This paper attempts to fill this gap by
examining research in consumer satisfaction, Internet marketing, and relationship marketing to enhance
satisfaction research with several proposition and a conceptual model of the antecedents of engaging in future
purchases from a firm’s Web site.

Proposed Antecedents To Satisfaction With Web Shopping

The relationship between satisfaction and future purchasing has been so well supported in marketing research
that it has become axiomatic. Internet shopping, however, is a new retailing medium and the unique characteristics
of the Web require us to rethink and enhance our models of consumer satisfaction. A good place to begin this
reexamination, is by focusing on the unique characteristics of the Internet in regards to Web shopping.

One of the most important unique characteristics of the Internet is the ease with which consumers can access
information. In traditional shopping, satisfaction with product information has been found to be a positive and
significant factor that explains overall satisfaction with a product (Crosby and Stephens 1987; Spreng et al. 1996)
but this research did not include information quality as a construct. Perceived information quality is defined as the
perception of how useful and accurate the information from the firm’s Web site is for the consumer in making the
purchasing decision. If reliable and useful product information can be shown to enhance a consumer's satisfaction
with shopping on the Web, then information quality becomes a critical construct.

Interactive information found on the Web can provide on-demand answers to virtually any question consumers may
have about their purchasing decisions, thereby giving them greater knowledge from which to make a more informed
decision. Burke (1997) found that the information available in a Web site environment was superior to traditional
forms of information in terms of its capacity to assist consumers in making better and faster decisions.

The perception of information quality therefore has two parts. One is the degree to which the information was
useful to the consumer in making the purchasing decision and two is the degree to which the consumer believes the
information to be reliable. It is proposed that Web sites that provide consumers with reliable information that
assists them in making their purchasing decisions will enhance satisfaction, therefore,

Pl: Consumers’ perceived information quality leads to satisfaction with the Web purchasing experience.

The Web site is a tool consumers use to purchase products. This means satisfaction may be linked to the
degree to which the consumer was able to successfully use the tool to shop (Burke 1997; Davis et al. 1989; Hoffman
and Novak 1996). To use this shopping tool depends on how quickly the consumer is able to learn and become
skillful at functioning within the Web site to complete the shopping task. This construct, perceived ease of use, is
defined as the perception of how easy, convenient, and free from difficulty conducting the purchase from a firm’s
Web site is for the consumer. The perceived ease of use is likely to positively impact customer satisfaction with a
Web purchasing experience.

Perceived ease of use over technology and information can also produce a feeling of control over the
experience, leading to enhanced satisfaction. The easier it is to learn to maneuver within a particular Web site, the
greater the perception of control over the process. This perception of control increases confidence in consumers'
ability to use online shopping to meet their needs (Hoffman and Novak 1996). Moreover, when a firm’s Web
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environment allows consumers to customize the site and narrow down the product offerings, the perception of
control is enhanced. Given that product information is important when purchasing, a Web site that makes it easy to
obtain and customize information will improve satisfaction.

In addition to giving the consumer a feeling of control, perceived ease of use may also influence the degree to
which the shopping experience is enjoyable. It has been found that ease of use in a computer environment can
create feelings of enjoyment (Dabholkar 1996; Hoffman and Novak 1996). Higher levels of pleasure, enjoyment,
and involvement during computer interactions have been found to result in subjective perceptions of positive mood
and satisfaction (Starbuck and Webster 1991; Webster and Marocchio 1992). A successful and satisfying session
may even become almost hypnotic in that perceptions of time become distorted (i.e., "flow experience", Hoffman
and Novak 1996). Since perceived ease of use helps consumers control and enjoy the shopping experience, it is
proposed that,

P2: Consumers’ perceived ease of use leads to satisfaction with the Web purchasing experience.

Product value has been shown to be an important and significant antecedent of customer satisfaction (i.e.,
Bolten and Drew 1991; Ostrom and Iabucci 1995). The importance of product value as a construct will presumably
not change with the use of Internet shopping. Still, Internet shopping changes the process by which products are
identified, selected, and purchased. The construct of perceived value of Web shopping, then, is the value of the
product purchased and the value of the Web as a shopping medium compared to a retail store. Consumers shopping
from a firm’s Web site receive different benefits and incur different costs then when shopping at a retail store.
Evaluating the rewards of purchasing the product online as compared to buying the product in a traditional retail
store relative to the sacrifices incurred will result in a value perception of the Web shopping experience.

Shopping over the Internet provides a multitude of benefits in terms of cost savings and convenience (i.e., Alba
et al. 1997; Hoffman and Novak 1996; Sheth and Sisodia 1997). Consumers have specified low prices as being a
primary motivate for making purchases over the Internet (Ernst and Young 1999). Purchasing products from a
Web site also reduces information search time and eliminates checkout and travel time, thereby reducing total
shopping time, which makes shopping more convenient and easy to schedule. Online shopping also provides
consumers with other conveniences, such as expanding the number of stores that can be visited; increasing the
selection of products and retailers; and in some cases improving the ability to buy an unusual product at all.

These same authors have also reported likely costs of shopping over the Internet. The costs associated with
Web shopping include potential delivery fees, charges related to returning the merchandise, and possible spoilage of
perishable items in transit. Internet shopping may also produce inconveniences for the consumer. These include
wait time before the receipt of the product, possible inconvenient delivery times, inability to examine the product
before purchase, and the time that may be required to download information from the Web site. When the costs of
buying on the Web versus retail store shopping are outweighed by the likely rewards and the product purchased has
value then the consumer is likely to perceive value from using a Web site for shopping. Therefore,

P3: Consumers’ perceived value leads to satisfaction with the Web purchasing experience.

Disconfirmation, or the discrepancy between performance and expectations, has been found to be a key
determinant and significant indicator of overall satisfaction in a number of studies (Bearden and Teel 1983; Oliver
1980; Spreng et al. 1996; Spreng and Olshavsky 1993). Any discrepancy between the expectations and perceived
performance levels results in disconfirmation. Positive discon-firmation occurs if performance is judged to be
greater than expectations and negative disconfirmation results if perceived performance was found not to meet
expectations. Satisfaction results with positive disconfirmation and dissatisfaction follows from negative
disconfirmation (Oliver 1980).

Expectations for Web shopping refer to the perceived beliefs that the online purchasing experience possesses
certain attributes, benefits, or outcomes (Bearden and Teel 1983; Oliver 1980; Westbrook 1987). Consumers do
have expectations about shopping on the Web and the products they will receive. Consumers expect and desire
speed of access, reliability, security, time and costs savings, high-quality goods and services, simplicity, and ease of
user interface when purchasing over the Internet (Ernst and Young 1999; Jarvenpaa and Todd 1997). It is the
consumer’s perception of the ability of the interaction on the firm’s Web site to deliver and exceed the expected
attributes, benefits, and/or outcomes that influence if satisfaction results from the purchasing experience. Therefore,
is it proposed that,

P4:  Consumers’ perceived positive disconfirmation of expectations leads to satisfaction with the Web
purchasing experience.
Satisfaction And Future Purchasing From A Firm’s Web Site
Research on traditional purchasing behavior has previously documented the positive relationship between
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satisfaction and purchasing intentions (Bearden and Teel 1983; Oliver 1980; Ostrom and Iabucci 1995). Web
shopping affects both how people shop and the products they buy. In this sense it is important to look at the
influence of product satisfaction (traditional model) and the influence of the Web shopping process (enhanced
model) on future purchasing behavior. Consumers will need a decisive advantage to continue engaging in this new
purchasing activity (Sheth and Sisodia 1997). Satisfaction with the shopping experience from a firm's Web site can
lead to a higher probability of continuing the shopping behavior, given similar circumstances and choices.
Dissatisfaction will presumably diminish or eliminate the desire to shop from the same Web site for future
purchases. This leads to the proposition that,

P5:  Consumers who are satisfied with their Web purchasing experience will continue to purchase from

that Web site in the future.

Perceived Company Image And Future Purchasing From A Firm’s Web Site

Relationship marketing theories connect consumers’ perception of company image and purchasing behavior
(Crosby et al. 1990; Crosby and Stephens 1987; Doney and Cannon 1997; Wilson 1995). It has been reported in the
literature that shopping in a Web environment alters the customer-firm relationship and the communication
between the buyer and seller (Hoffman and Novak 1996). On the Internet, the Web site functions as the contact
point between the customer and seller, essentially replacing the salesperson in the buyer-seller exchange process.
Studies have been conducted investigating the buyer-seller relationship to determine the impact the sales force has
on the probability of a future interchanges between the customer and the firm (Crosby et al. 1990; Crosby and
Stephens 1987; Doney and Cannon 1997). Drawing from this research, it is proposed that a company image can be
enhanced or blemished by the firm’s Web presence based on the consumers’ perception of trust, reputation, and a
mutually beneficial relationship derived from shopping on the firm’s Web site. This company image can
subsequently affect the consumers’ future Web interactions with the firm.

Positive company image results from consumers’ perception of a favorable reputation and firm trust. Firm
reputation has been defined, as the extent to which others believe the company is honest and concerned about its
customers (Doney and Cannon 1997). If the firm’s reputation is well justified, trust will be conferred upon the firm
based on the history of the relationships with its customers. There is empirical evidence that supports the link
between a seller’s reputation and buyer trust (Anderson and Weitz 1989; Ganesan 1994). A favorable reputation
also magnifies the credibility of the firm (Doney and Cannon 1997).

It is proposed that after interacting with the firm’s Web site, the consumers’ interpretation of information
quality, ease of use, and value will influence the perception of a company image. The perception of how useful and
accurate the Web site information is (information quality), how easy and free from difficulty it is to conduct the
purchase on the Web site (ease of use), and whether the benefits received outweighed the costs incurred (value) will
affect the consumer’s evaluation of the company’s reputation, the level of firm trust, and the buyer-seller
relationship (company image). It has been established that a positive and significant relationship exists between
likability and trust (Doney and Cannon 1997). Consumers will like a Web site that they can easily navigate within
to accomplish the exchange process, are able to get worthwhile information to improve their decision making
process, and one in which they received some value. If they like the Web site, trust should develop, leading to a
favorable company image and future shopping intentions to purchase from the firm’s Web site. Therefore,

P6. Consumers’ positive perceptions of information quality, ease of use, and value from the firm's Web

site results in a favorable company image.

Several scholars have expounded on the contribution of the Internet in encouraging and improving the
customer-firm relationship because of its interactive properties (Hoffman and Novak 1996; Peterson et al. 1997,
Phillips et al. 1997; Sheth and Sisodia 1997). Bitner (1995, p. 248) has designated interactive marketing to be “the
dominant function for relationship building”. Continual positive encounters with the firm via its Web site can serve
to enhance the level of trust and the firm’s reputation, contributing to a positive company and Web site image.
Consumers will view firms on the Web that possess an indisputable, positive reputation, known for their reliability
and trust has having a more favorably image than sellers on the Internet without these attributes. It is more likely
for consumers to continue a relationship with firms they trust and perceive favorably, therefore,

P7. A positive relationship exists between consumers’ perceived company image and future purchases

from the firm's Web site.

Research Implications

From these research propositions a generic model of future purchasing behavior from a firm’s Web site is
developed (see Figure 1). There is a definite need for testing the propositions through empirical, confirmatory
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research. This type of research will help to determine which of the proposed constructs have significant effects on
satisfaction, company image, and future purchasing behavior. From a management perspective, identifying the
relevant importance of the significant constructs will aid in determining where to channel the firm’s resources in
Web site development. Developing strategies to keep consumers shopping from the firm’s Web site is the ultimate
goal.
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Figure 1: A Model of Purchasing Intentions from a Firm’s Web Site

(Note: A positive relationship exists between the constructs.)
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A Conceptual Model To Measure Service Quality Of Online Companies: E-qual
Shohreh A. Kaynama, Towson University, Towson, Maryland

Abstract

The importance of service quality in improving customer satisfaction and loyalty in traditional business settings
has been established. However, valid models to assess service quality for online businesses have not been developed.
This paper presents a framework for evaluating the service quality of online businesses--E-QUAL

Introduction

Whether out of fear of competition or in anticipation of conquering new markets, both traditional and new
breed of businesses are making their presence known on the World Wide Web (Web, WWW). But in the rush to
have a Web presence, have they considered the quality of service their online visitors receive? Have they realized
the power of this new electronic medium?

In traditional business settings, service quality is already acknowledged in playing a large role in customer
loyalty in many industries (Ostrowski, O Brien, & Gordon, 1993). To better understand factors impacting service
quality, Parasuraman, Zeithaml and Berry (1988) introduced the SERVQUAL tool to measure the five dimensions
of service quality. Since this seminal article, the SERVQUAL instrument has been used to measure service quality
in many industries (Augustyn & Ho, 1998; Ryan & Cliff, 1997; Ryan & Cliff, 1996; Parasuraman et al., 1988).
However, no research has been done concerning the assessment of service quality of online businesses.

The primary objective of this study was to develop a model for measuring and improving service delivery
quality in the electronic commerce setting. Therefore an assessment tool, E-QUAL, was developed to analyze the
quality of Web sites from the consumers’ perspective. In contrast to the existing Web site evaluation tools that
focus on the “coolness” or level of “interactivity” of the site, E-QUAL is based on the proven conceptual framework
of the SERVQUAL instrument.

Service Quality

Research has consistently demonstrated the strategic advantage of superior quality relative to an organization's
profitability, ability to administer premium prices, and market share(Zeithaml et al., 1996) ((Buzzell & Gale, 1987).
Organizations with superior quality also enjoy stronger customer loyalty, which makes promotions through cross
selling and up selling on those loyal customers much easier. In addition, the delivery of superior quality is a very
effective positioning strategy in markets where competitive brands are difficult to differentiate in a meaningful way.
On the more positive side, superior service quality enables an organization to attract and retain a talented staff
because of the favorable work environment (Sherden, 1988). But in order to reap the benefits of high service
quality, particular attention must be given to customers.

Parasuraman, Zeithaml and Berry (1985) introduced a service quality model to measure customers' perceived
service quality. Since this seminal article, the SERVQUAL instrument has been used to measure service quality in
many industries (Augustyn & Ho, 1998; Ryan & Cliff, 1997, Ryan & Cliff, 1996; Cronin Jr. & Taylor, 1992;
Babakus & Boller, 1992; Carman, 1990; Bojanic, 1991). According to this model, service quality from the
consumer's perspective is the result of a comparison between customers' expectations of a service they will receive
and perceptions of what they received (Parasuraman et al., 1985; Parasuraman et al., 1988). Perceived service
quality is then interpreted from the extent and direction of the differences between expectations and perceptions
(Gronroos, 1982).

However, knowing the customers' service quality evaluation is only part of the SERVQUAL analysis,
understanding how internal organizational processes contribute to this evaluation is the key to providing consumer
driven quality assessment. Thus the model is based on the notion of minimizing the five quality gaps. These gaps
include the: (1) Difference between consumer expectations and management perceptions of consumer expectations,
(2) Difference between management perceptions of consumer expectations and service quality specifications, (3)
Difference between service quality specifications and the service actually delivered, (4) Difference between service
delivery and what is communicated about the service to customers, and (5) Difference between customer
expectations and perceptions (Zeithaml et al., 1988). Even though the use of the SERVQUAL scale is one of the
most efficient ways of measuring and controlling service quality (Zeithaml et al., 1988), the research on the five
dimensions of the SERVQUAL scale on the consumers' side for electronic commerce is nonexistent.

Electronic Commerce & Service Quality
With the emergence of the World Wide Web in the early part of this decade, the once utilitarian, predominantly
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scientific Internet continues to expand exponentially. This tremendous growth can be attributed to mainstream
commercial interests who envision the potential of the Web with its multimedia and interactivity as a new
communication medium to reach their customers. Once a novelty, brochure style Web sites that advertise by
displaying products online or describing services are commonplace (Briones, 1998). However, businesses that
actually let consumers handle transactions online are not as prevalent. In a recent survey of 60 companies with Web
sites, only 30% of the sites allow online transactions (Bell & Tang, 1998).

Consumers’ use of the Internet continues to grow, and the demographics of Web users are changing. Previously
the domain of the young, affluent male (Edmondson, 1997), the Internet is becoming more popular with middle age
users as well (Boomers flock to the Web, 1998). Now more than 90 million people conduct business or exchange
information worldwide (Hof et al., 1998).

These developments are extending the perception of the Internet as both a communication medium as well as a
significant market. Companies increasingly are using their Web sites to build and strengthen their customer
relations. These sites have begun progressively to capture information on customers and use the information for
cross-selling and up-selling. Further, marketers look more to partnering with the Web sites that are either in
complementary businesses or are distribution leaders. In doing so, manufacturers will electronically drive
customers to a point-of-sale where their products and brands have a presence (Briones, 1998). As the popularity of
the Web with consumers continues to grow, businesses are experimenting with selling products and service purely
online (Gross, 1999).

Service quality will be just as important for online companies’ survival as for the survival of traditional brick-
and-mortar firms. The very same service quality gaps identified by Parasuraman, Zeithaml and Berry (Parasuraman
et al., 1985) exist for companies that provide the bulk of their services online. There is great potential for reducing
the size of five quality gaps through the use of both technology and the human touch to improve overall service
quality. Gap 1, could be greatly reduced by using technology to gather data on consumers both directly through
online surveys and telephone interactions and more surreptitiously through transaction logs. Online companies can
also use database technology to set strict service quality standards for response time, delivery of services and
employee conduct. Consequently, setting the proper standards to meet customers’ expectations and ensuring that
those standards are met would go far in reducing gaps 2 and 3.

Online companies also have a tendency to over promise in their communications with consumers. Interestingly,
online consumers do not seem to be compensated in terms of price breaks for taking on these additional
responsibilities. Since the scope of services provided by online businesses differ from those of traditional companies,
they must be forthright with consumers concerning the level of service provided in order to reduce service quality
gap 4.

Are some online companies setting consumers up for disappointment with flashy Web sites and big promises?
In order for service quality gap 5 to be reduced, customers’ expectations, whether formed by their past experiences
with brick-ad-mortar companies or from the advertisements of online businesses, must be matched by the
customers’ perception of the actual service received. Gap 5 can be viewed in terms of five underlying dimensions,
(1) tangibles, (2) reliability, (3) responsiveness, (4) assurance, and (5) empathy (Parasuraman et al., 1988).
However, online companies do not seem to be fully utilizing the research already conducted in the area of service
quality. There is a definite need for an evaluation system to be developed which relates the five dimensions of
service quality to the electronic commerce environment. The dynamic nature of this new setting requires systems
that continuously assesses and improves the quality of service(Berry & Parasuraman, 1997).

Development Of The E-qual Model

In order to develop a detailed tool for assessing the service quality of electronic commerce from the consumers’
perspective, Web site evaluation criteria were gathered from reputable site evaluation sources. Dow Jones &
Company rate sites included in their business directory based on content, speed, navigation and design (Dow Jones
& Company, 1999). Having been in the business of evaluating Internet content for some time, Argus Clearinghouse
also discloses their evaluation criteria (Argus Clearinghouse, 1999). Argus suggests looking at content, usability,
authority, and design. To Argus, the expertise of the site’s creators is just as much if not more important as
mentioned by Argus. But without proper design (attractive images, layout, white space and navigational aids),
users will not be able to find the information they need. Quickly becoming the standard for quality Web site
evaluations, the Scout Report selects sites based on content, authority, information maintenance, presentation,
availability, and cost (Internet Scout Project, 1999). In terms of content, Scout looks at scope, the intended
audience, the purpose of the site, the currency of information provided, and accuracy. While there are many
similarities in evaluation criteria between the better evaluation services, a standard evaluation tool for electronic
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commerce has not been developed.

While it is difficult to narrow the number of possible evaluation criteria from the more than 100 quality
indicators suggested by researchers, evaluation services, and librarians (International Business Travel Association,
1998), based on the criteria established by these reputable evaluation sites and others (Tapscott, 1998), we
developed a preliminary E-QUAL scale of specific criteria grouped under seven main headings. These main
dimensions include (1) content, (2) accessibility, (3) navigation, (4) design and presentation, (5) responsiveness,
(6) interactivity, personalization and customization, and (7) reputation and security issues. We believe these seven
dimensions, with their 42 respective categories, best capture the essence of the multidimensional construct of
electronic commerce service quality.

The E-QUAL dimensions were developed specifically because of their compatibility to the five dimensions of
the SERVQUAL instrument already being used to assess service quality in traditional businesses (Parasuraman et
al., 1988). The first SERVQUAL dimension of “tangibles” is reflected in the categories for “accessibility,”
“navigation,” and “design and presentation.” Rather than looking at the physical facilities and appearance of
contact personnel, the design of the site and the quality of presentation should be considered. In order to perform
the promised service, the “reliability” dimension, the site’s “content and purpose” in terms of the promised services
is examined. The “content and purpose” also requires the site to provide an explanation of its purpose. With the
variety of material on the Web in terms of informational, communications and commercial sites and the virtual
nature of online business it is sometimes more difficult to determine the purpose of a purely online company than a
traditional business storefront.

The “responsiveness” dimension is kept with the same name of the E-QUAL scale. Ghose and Dou (1998) give
definitions for “interactivity” and its role in furthering the company’s marketing efforts. They assert that the appeal
of a Web site can be measured by the level of interactivity or the number of different ways a consumer can interact
with a site in terms of feedback and purchasing. They articulate 23 types of interactive functions ranging from
providing online forms for customer feedback, inquiries or comments, order status checking and product surveys, to
personal choice helpers (helping consumers make final purchase decisions) and multimedia presentations (Ghose &
Dou, 1998). In this study, many of these aspects of interactivity are included in the “interactivity, personalization
and customization” dimension. The personal attention described by the “empathy” dimension is reflected in this
construct through “customization and personalization” (Kalakota & Whinston, 1997).

The online businesses should have knowledgeable contact employees and should provide their customers with a
sense of security. The “reputation and security "category of the E-QUAL instrument, a four-item section, includes
elements borrowed from the “assurance” section of the SERVQUAL scale.

The E-Qual Model and Its Seven Dimensions

1. Accessibility (3 criteria): Just as a good physical location is important for a traditional business, accessibility on
the Web is crucial for an online business. But what if the consumer does not know the name of the online
company? If a consumer were to visit some of the well-known search tools, would he or she be able to locate the
business in the appropriate section of the Web directories? In answer to this question, the best way to increase
accessibility is "to think as consumers do" when they go to the virtual directory for assistance. Another dimension
of the accessibility issue is to have a special arrangement with the most used Internet search tools for link placement
on that tool’s site. The number of search engines and directories that a site is registered with is positively correlated
with the accessibility of the listed site.

2. Navigation (4 criteria): In terms of navigation, the tangible aspect of being able to see what content is available
on the site and move freely around the site, the majority of online businesses do well. As the site development and
enhancement technology becomes more accessible and sophisticated, more and more sites use navigation toolbars
that are easy to use and capable of offering the best nonlinear features of the web. However, some sites quickly lose
the navigation bar a few levels down into the site, or when referring customers to external links. If the content is
not easily found on the Web site (a rule of thumb is to be 3-mouse-clicks away to desired information), it will be
harder to meet customers’ expectations.

3. Design and Presentation (7 criteria): Without a physical office space and in-person contact, the design and
presentation of the Web site become crucial in meeting customers’ expectations. While many could argue that
design and presentation are subjective, there are some criteria that seem consistent among Web site evaluators. For
instance, the visitor should not have to scroll down to see important elements of the home page, and the site should
have some elements of originality to project the image of the product and service. Just as customers would not want
to visit a dirty office space, users would not want to stay long at a cluttered, unattractive and slow Web site.
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4. Content and Purpose (4 criteria): The substance (breadth) and the richness (depth) of the site are of critical
value especially when one considers information to be the most important aspect of the online world. Therefore,
sites that offer interchange of valuable information can create communities of similar interests that have shown
loyalty and solid relationships. Further, currency and accuracy are important aspects of the "content" dimension.
Often visitors of online sites complain that there is no way to tell when individual sections of the page have been
updated. Finally, the strategic purpose of the site (Internet Presence Site v. Online Storefront) should be clearly
implemented along with appropriate tactics.

5. Responsiveness (S criteria): The “responsiveness” dimension is kept with the same name in the E-QUAL scale.
It measures the company’s propensity to respond to e-mail messages and whether or not it collects information on
the visitors via a variety of methods (i.e., cookies technology, guest book, contest, chats room, club, storybook, auto-
email, and option to talk to a representative) and consequently what it does with the information gathered.

6. Interactivity, customization and personalization (15 criteria): The hi-touch level of service provided by
experienced online companies provides each shopper with a unique experience. Online companies such as
Amazon.com provide a very sophisticated back-end customer service that parallels the quality of customer services
of traditional brick-and-mortar businesses.

Since all of the online businesses are becoming more and more homogeneous and offer basically the same
services, how will they be able to convince consumers to stay at their sites long enough to make a purchase and then
remain loyal customers over time? The answer may be found in the customization and personalization features of
electronic commerce. Interactivity, personalization and customization relate to the “empathy” dimension of
SERVQUAL referring to a firm’s ability to show individualized caring for its customers. One could argue that such
detailed customer profiling would improve the “empathy” dimension of service quality since marketers could
seamlessly tailor the content to individualized preferences without the customer having to do all the work in setting
up a profile.

7. Reputation and security (4 criteria): The “reputation and security” category of the E-QUAL scale relates to the
“assurance” dimension of SERVQUAL. By providing detailed background information on the company and
proven encryption technology, online companies can inspire trust and confidence in their potential market. The
security issue is a challenging one and although many companies creatively offer options such as allowing the
transaction to be completed on the phone, consumers are still hesitant about providing credit card and personal
information online. Some sites allow the shopper to provide only the last 4 digits of their credit card number and
then the complete number on the phone.

Conclusion

In general, online businesses have become homogeneous both in terms of content and customer profiling. If all
the online sites provide the same content, customer profiling, and product and service options, how will they
compete? First, electronic sites need to compete with better navigation and design tools. These sites need to get rid
of the clutter on their online storefront and have the courtesy to provide a consistent navigational toolbar throughout
all the pages on their site. In terms of responsiveness, online companies must follow up on e-mail questions quickly
with a personalized response rather than sending auto reply messages. Why would a customer wait two days for an
answer from an online company when they receive more specialized information instantaneously by calling or
visiting their favorite store?

If online businesses could bring the service quality of their e-presence up to the quality of their brick-and-
mortar counterparts, then by providing personalized, customized information they are adding value to the chain.
The Web site can identify customers even before they browse the pages and then use that identity to customize the
presentation. This customization can take many forms, from selecting which specials to display and providing
targeted special offers, to inserting advertisements of likely interest.

Technology can assist companies realize this potential since the Internet offers many opportunities to improve
the value of customer service delivered. With Internet service, the system is available 24 hours a day, 7 days a week
with no need to schedule a flexible work force according to peak hours and seasons. The Internet opens the ways to
make information available in many different forms. However, the most technologically advanced system will not
operate in a vacuum. This is supported by a study conducted by Weekes et al. which concludes that successful
businesses are not necessarily more technologically competent; instead they rely on communication and human
interaction (Weekes et al., 1996). Trained, responsive back-end customer service representatives are the keys to the
success of online service providers.
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The future research in this area should focus on testing the instrument (E-QUAL) on a variety of online
businesses/industries to establish its validity and reliability in measuring constructs related to e-service quality.
Because it is only by improving service quality in electronic commerce, that these companies can exceed customers’
expectations and foster a loyal customer base into the future. The deepening and enhancing the relationship
between the buyer and the seller is what the e-commerce is all about.
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Sales Force Motivation and QOutcome- or Behavior-Based Controls--Abstract

René Y. Darmon
Ecole Supérieure des Sciences Economiques et Commerciales (ESSEC)

One major objective of a sales force control system is to provide salespersons with the motivation to perform at
the highest possible level. Consequently, it is reasonable to expect that important characteristics of the control
system selected by management should influence salespersons' motivation processes, as well as their motivation
levels to perform various selling tasks (Stathakopoulos 1996). For instance, such control system characteristics as
whether controls are exerted on outcome- or behavior-based (Anderson and Oliver 1987), and/or on quantitative or
qualitative elements (Jackson, Keith, and Schlacter 1983) can be expected to have a strong impact on sales force
motivation processes.

Although most conceptual and empirical past sales force control studies have investigated the likely impact of
the behavior- versus outcome-based characteristic of a control system on salesperson motivation (Anderson and
Oliver 1987, Stathakopoulos 1996), none seems to have considered the impact of this characteristic (as well as other
characteristics) on a salesperson motivation process. According to expectancy theory, the leading paradigm for
explaining work motivation in general (Lawler 1976) and sales force motivation in particular (Walker Churchill
and Ford 1977), a salesperson motivation process involves three important salesperson perceptions: Expectancies,
instrumentalities, and valences for rewards. Consequently, the choice of a control system, with specific
characteristics, may (or should) affect the nature and importance of such motivation mechanisms.

The objective of this paper is to assess the impact of various basic characteristics of salesperson control systems
(especially outcome-versus behavior-based, qualitative versus quantitative) upon the different salesperson
motivation mechanisms (especially salespersons' expectancies, instrumentalities, and valences for rewards), as
specified in Vroom's (1964) expectancy theory. A conceptual framework of salespeople's motivation under different
types of control systems is proposed. The likely impact of different sales force control systems on salespersons'
motivation leads to a set of testable research hypotheses. Some managerial implications are also drawn.
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Tangible And Intangible Dimensions Of Supplier Performance And Business Marketing Relationships: A
Case Study In The Motor Vehicles Industry--Abstract

Morry Ghingold, Bloomsburg University of Pennsylvania

Although the body of research examining business marketing relationships continues to grow, few
conceptualizations have specifically assessed the role of supplier performance on relationship formation and
strength. (The full text version of this paper presents an exploratory framework and research propositions that
distinguish between tangible dimensions of supplier performance and intangible dimensions.) This paper argues
that tangibles are not meaningful predictors of relationship formation but rather proposes that intangibles are the
critical drivers of relationship moderators and, ultimately, relationship strength. An opportunistic data collection
effort that permitted a preliminary test of the propositions and framework was undertaken. Findings support the
view that tangibles are not important factors in fostering marketing relationships but intangibles are. Additionally,
evidence of the role of relationship moderator variables in determining the strength of relationships was found.
Managerial and research implications of these results are discussed in the full paper.

NOTE: Please contact the author to view the complete manuscript.
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Relationship Marketing — Who Benefits?
An Exploratory Study of Buyer-seller Dyads

David Webb, University of Western Australia
Jillian C. Sweeney, University of Western Australia

Abstract

Knowledge concerning relationship benefits has been limited to the independent exchange partner level. A
key prerequisite of successful relationships is 'mutual gain' (Gronroos 1990). Thus, it seems necessary to us to
address relationship benefits from the perspective of both parties. In this dyadic study we identify seven benefit
categories and, reveal significant differences across categories for both buyers and suppliers.

Introduction

A number of authors have claimed that relationship marketing (RM) offers a paradigm shift for marketing,
a 'springboard' from which some of the inadequacies associated with conventional marketing management can be
addressed (Gummesson 1998). While it would be inaccurate to suggest that relationships had no place in
conventional marketing thinking, the RM view is differentiated in that it explicitly advocates longevity of
relationships, mutual respect, a win-win strategy, and the acceptance of the customer as a partner, a co-producer of
value and not just a passive recipient of the supplier’s product (Gummesson 1998).

Who Benefits — The Firm or Individual?

The focus in much of the literature with respect to specific benefits of relationships has almost exclusively rested
on those accrued by organizations. These have been largely outcomes based on the principles of efficiency and
effectiveness. The personal or individual benefits to a relationship partner (whether the employee of the supplier or
buyer firm, who is the relationship partner representing that firm, or to the individual consumer), have been largely
ignored. An exception however can be found in the recent study by Gwinner, Gremler and Bitner (1998) who
sought to identify the benefits experienced by end-customers as a result of their relationship with service providing
firms. The authors revealed 'confidence' benefits, which include trust, confidence, and reduced anxiety to be the
most important benefit (as perceived by customers). Confidence benefits were then followed hierarchically in terms
of their importance by 'social' benefits and 'special treatment' benefits.

Who Benefits — The Buyer or Supplier?

The relational benefits to be gained by supplier organisations, such as cost efficiencies and enhanced
revenue, has provided for much of the impetus in the marketing literature, in particular, the services marketing
literature (e.g. Reichheld and Sasser 1990). Specifically, research has shown that suppliers achieve concrete
outcomes such as profitability and inventory holding and control costs (Kalwani and Narayandas, 1995). However
the issues and challenges posed by relationship marketing from a buyer viewpoint, have also been addressed. It has
been suggested in the industrial marketing literature that buyers have the “upper hand” in the relationship (e.g.
Ramsay, 1990). Indeed, long-term relationships are usually initiated by the buyer (Kalwani and Narayandas, 1995).
From the buyers viewpoint, relationships are mostly associated with increased performance, gaining a stronger
competitive position (Nowak, Boughton and Pereira, 1997) as well as concrete outcomes such as continuous cost
reductions (e.g. Trevelen, 1987).

In spite of the win-win philosophy of relationship marketing apparent in Gummesson’s (1998) definition,
and, the implicit call for research by Worthington and Horne (1996) to address whether relationship marketing
practices equally benefit both parties, notably few researchers have explored this issue directly. Conceptual studies
by Lyons, Krachenberg and Henke (1990) and Barringer (1997) provide two exceptions; however no empirical
study addressing the simultaneous achievement of benefits by both parties has to date been conducted.

Objectives

Our research program, designed to investigate these and other questions, serves to fill this void and thereby
contributes to the development of theory in the area. In this initial study, we focus our efforts on the buyer-supplier
relationship. The main objectives of this exploratory study are: to identify generic relationship benefits among
buyers and their suppliers (referred to in this study as ‘buyers’ and ‘suppliers’); to develop benefit categories that
represent these items; to identify (if both parties benefit) whether the benefits are equally gained by both parties; to
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identify (if both parties benefit) whether the same or different types of benefits are gained (i.e. are the gains in the
same category?)

Literature Summary

A review of the literature reveals that the term benefits has been discussed across a number of marketing
streams, i.e. consumer marketing (Sheth and Parvatiyar 1995), buyer-seller relationships (Dwyer, Schurr and Oh
1987), channel relationships (Anderson and Narus 1990; Lyons et al. 1990), and strategic alliances (Varadarajan
and Cunningham 1995). Thus it appears that the term has been used to describe positive phenomena at the
personal (Gwinner et al. 1998), operational (Lyons et al. 1990; Kalwani and Narayandas 1995) and strategic levels
(Varadarajan and Cunningham 1995).

In addition, benefits and other semantic like terms (i.e., rewards, advantages, gains etc.) have been discussed in
the literature with respect to the establishment, development and maintenance of relationships, as motivations for
the aforementioned (e.g., Sheth and Parvatiyar 1995; Bendapudi and Berry 1997) and, likewise, as outcomes
derived as a result of their existence (Varadarajan and Cunningham 1995). Similarly, benefits have received
temporal differentiation through the recognition that they can be held at the expected/anticipated level i.e. pre and
early relationship stages (Ghosh, Benoy, Gardner and Thatch 1997) and similarly at the acknowledged (mature
relationship) stage (Ghosh, Benoy, Gardner and Thatch 1997).

While all the above studies view relationships as mutual exchanges between parties, none have empirically
examined the benefits gained by each party simultaneously. This represents a key objective of this study and
similarly one of our primary contributions to the literature. We next outline the selected methodology for our study.

Data Collection

The aim of the data collection phase was to collect information on relationship benefits perceived by buyers and
their suppliers; that is, equivalent information was collected from both sides of the dyad. A total of 40 depth
interviews were conducted, 20 with buyers and 20 with a nominated supplier of each such buyer. The 20 buyers
were randomly selected from a list of firms in a major Australian city and represented for profit, not for profit, and
government organisations. Within each buyer organisation a senior manager or director who was involved in the
selection of a supplier company, was selected and an appointment was made for a personal interview. The
respondent was asked to consider his/her relationship with a selected supplier and answer questions eliciting
benefits of that specific relationship. Subsequently, appointments were made with the supplier (the subject of the
buyer interview) who was interviewed in person, unless the supply firm was located interstate or overseas, in which
case interviews were conducted by telephone. Suppliers were asked about their relationship with the customer
(buyer) who had nominated them. Each interview (buyers and suppliers) opened with a discussion of the benefits to
the firm from the informant’s perspective, followed by a discussion of benefits to the individual. The final sample
represented 25 for profit firms, ten not for profit firms, and five government organisations. Most of the total of 40
(33) represented service firms, while seven represented firms whose core product is a good rather than a service
(e.g. book publisher, manufacturer of furniture, printed materials, beer).

Analysis and Results

First, the transcripts of the interview sessions were analyzed in terms of the key theme triggering the mention
of a benefit. The theme has been recognized as one of the most useful units of content analysis due to the richness of
the type of information discussed in this form (Kassarjian, 1977).

Following this, categories of benefits were developed using the rules and procedures identified within the
constant comparative data processing method discussed by Lincoln and Guba (1985). The two authors were the
primary data analysts in each of the first two stages. The categorisation process suggested seven main benefit
categories: symbiotic, psychological, operational, social, economic, strategic, and customisation. These will be
discussed individually. A review of the literature offered support for all categories. However some categories, such
as economic and operational (firm related) benefits were supported by literature on channel relationships, while for
other (individual) benefits such as psychological, support was evident in literature on benefits both from the end
customer viewpoint, and the viewpoint of the channel member. Support for social benefits was entirely derived from
research on relational benefits from the end customer’s viewpoint.

The seven benefit categories are defined in Table 1, along with example comments derived from the interviews.

55



Evaluation of Objectives

While many items can be argued to represent more than one category, the key theme within the sentence
dictated its categorisation. For example, “they refer work to us” was mentioned primarily in the context of economic
gain, rather than in the context of the commonality or understanding that underlies the symbiotic category. Hence it
was classified within the economic category.

Addressing objectives 1 and 2, the methodology described above (i.e. the constant comparative data processing
method) generated relationship benefit categories that were appropriate to both buyers and suppliers. Benefits
mentioned by both buyers and suppliers were classified into the seven categories developed. Further, many of the
benefits that were generated were deemed by both researchers and a third independent researcher, not involved in
the development of the study, to be appropriate to both buyers and suppliers. Hence from a measurement point of
view, many of the benefit items generated were largely generic.

The third objective was to address whether benefits are equally gained by both parties. While buyers perceived
more benefits (7.85 per buyer compared to 6.55 per supplier), the difference was not significant (p>0.30). Overall,
operational benefits were most commonly mentioned (2.30 per respondent) followed by psychological and
symbiotic benefits (1.45 and 1.20 respectively). Nonetheless, buyers and suppliers clearly perceived different types
of relationship benefits. Firstly, suppliers perceived significantly more strategic benefits than buyers (1.25 mentions
per supplier compared to 0.15 per buyer) (Table 2). Similarly, suppliers reported more economic benefits than
buyers (1.15 mentions per supplier compared to 0.62 per buyer), although differences were not significant. Buyers,
in contrast perceived significantly more psychological benefits (2.09 mentions per buyer compared to 0.81 per
supplier), and also more symbiotic benefits (1.49 mentions per buyer compared to 0.92 per supplier). Customisation
benefits were almost exclusively perceived by buyers, although this category was minor in comparison to all others
with the exception of social benefits.

Table 2 about here

While differences across benefit categories were identified in terms of buyers vs. suppliers, no significant
differences were found across organisational type (profit, not-for-profit, and government).

Finally, the analysis addressed whether the same or different benefits were identified across the dyad. This
required a comparison of each of the seven benefit categories across the 20 pairs. For example, if a supplier
perceived a certain level of strategic benefits from the relationship, could this be associated with any particular
benefits to the buyer? In reverse, if the buyer gained psychological benefits from the relationship, does this equate to
any specific advantage to the supplier? Correlation analysis between buyers and suppliers with respect to the same
benefit categories revealed no clear pattern of association. In fact, of the 49 coefficients produced, only two were
significant. These pertained to benefits with small numbers of mentions (social and customisation benefits)
suggesting that any finding needs to be interpreted with caution. To summarize, it appears that no simple
relationships exist with respect to benefits across buyer-supplier pairs. On a cautionary note, given the small sample
size and the exploratory nature of the study, further research is warranted to substantiate our findings.

Managerial Implications & Conclusions

Our research indicated seven benefit categories, common to both suppliers and buyers. Overall, buyers and
suppliers benefited equally although the benefits were derived from different categories. While operational benefits
were the main benefits derived for both buyers and suppliers, buyers viewed the ‘process’ benefits, i.e. psychological
and symbiotic benefits, as particularly relevant. This contrasted with suppliers who were more ‘outcome’ orientated,
viewing economic and strategic benefits as more important than process benefits. Economic benefits were third in
terms of importance among suppliers, but only fourth in terms of importance to buyers. This suggests that from the
buyer point of view, the relationship does not have a strong direct effect on the economic performance of the
organisation, rather, that the attainment of the process benefits ultimately leads to the achievement of organisational
objectives which even for ‘not-for-profit’ organisations relate to financial outcomes.

This exploratory research provides a basis for understanding the balances of benefits gained by both suppliers
and buyers in a dyadic relationship. Given that both parties are interested in maximising the potential of
relationship marketing in order to achieve organisational outcomes, it is important for each to recognise the benefits
of the relationship to the other party. For example, a buyer seeking stronger relationships with a supplier for
operational, psychological and symbiotic benefits, needs to understand that the supplier may view the relationship
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differently, and be more focussed on economic and strategic benefits. Hence while both parties desire to gain from a
relationship, the specific perceived benefits are different. This is clearly important in the ‘awareness’ and
‘exploration’ phases of relationships discussed by Dwyer, Schurr and Oh (1987), during which partners consider the
costs and benefits of a relationship. Thus, this first stage of our research provides timely insight into the
management of buyer-supplier relationships.
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Assessing Implementation Approaches For Internal Marketing Programs

Donald P. Roy, University of North Carolina at Pembroke
Rachel K. Smith, University of Mempbhis
Kenneth E. Clow, University of North Carolina at Pembroke

Abstract

Internal marketing of a firm's marketing strategy is viewed as important to the success of implementing its
external marketing strategies. This paper assesses two approaches for implementing internal marketing programs.
First, the traditional marketing mix framework is discussed. Then, internal marketing based on the relationship
marketing paradigm is presented. The purpose of presenting these two approaches is not to advocate one approach
over the other. Instead, the two approaches are presented as alternative paths that can be used to reach the same
goal, successful implementation of marketing strategy.

Introduction

A noteworthy point in the marketing strategy literature is that there has been little attention given to strategy
implementation issues. In their research on market orientation, Kohli and Jaworski (1990) define market
orientation as the implementation of the marketing concept. They build upon a definition of the marketing concept
as “a philosophy of business management, based upon a company-wide acceptance of the need for customer
orientation, profit orientation, and recognition of the important role of marketing in communicating the needs of the
market to all major corporate departments” (McNamara 1972, p. 51). Two important outcomes of achieving a
market orientation are positive interdepartmental dynamics and effective organizational systems that allow
employees to interact with both internal and external customers (Jaworski and Kohli 1993).

A philosophy that has emerged in pursuit of the achievement of a market orientation is internal marketing. As
the name implies, internal marketing focuses on the role of employees in the implementation of an organization's
marketing strategy. Internal marketing is viewed as a strategy that is parallel to an organization’s external
marketing strategy. The purpose of internal marketing according to those who subscribe to this position is that a
firm’s marketing strategy must be understood and accepted within the organization before one should expect
successful execution in external markets.

The purpose of this paper is to assess two approaches to implementing an internal marketing program: the
traditional marketing mix and relationship marketing. First, a discussion of application of the traditional marketing
mix to internal marketing is presented. Second, relationship marketing is presented as another tool that could be
utilized to implement an internal marketing program. Finally, a discussion of strengths and weaknesses of each
approach as a vehicle for internal marketing programs is presented. This paper will not suggest one approach is
superior to the other, but rather it will outline how a firm could take two different routes to achieve similar results.

Internal Marketing as a Means of Implementing External Marketing Strategies

A view of an internal marketing program frequently discussed in the literature is that it can be used for
implementation of an external marketing strategy among those individuals who will play a vital role in the
strategy's success: the organization's employees. The underlying premise is that in order for marketing strategies to
succeed in external markets the strategies must first be "sold" internally to all employees, particularly those
employees who have frequent contact with customers.

The main thrust of internal marketing as a means of executing external marketing strategies comes from the
application of traditional external marketing concepts to internal markets. Recognition of employees as an
important part of a firm's marketing strategy is not a new idea. Kotler (1972) sought to broaden the marketing
concept by pointing out that firms have several "publics" or groups that are important to them, other than
customers. Employees are identified as being one of these groups with which a firm must engage in marketing
activities. One description of the use of internal marketing in this manner is that it serves as the "framing" of an
organization's external strategy with its employees, thus serving as a linkage between external strategies and
internal markets (Berg 1986). The attention given to internal activities is not misguided given that a great deal of
resources is used within the organization (Flipo 1986). It is important to note that despite the focus internal
marketing gives to a firm’s employees, meeting the needs of external customers and of the organization itself are
the focal points of an internal marketing program (Cahill 1995).
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Marketing Mix Approach to Internal Marketing

The traditional marketing mix, or the 4Ps, is one of the most commonly used approaches for describing the
structure of an internal marketing program. Such a conceptualization of internal marketing makes it inherently
more appealing to practicing managers because of the familiarity of marketing mix concepts. If internal marketing
is a parallel strategy to external marketing, discussing the internal marketing program in terms of product, price,
promotion, and place offers a unified internal and external strategy. The following is a discussion of the
components of the “internal marketing mix.”

The product of an internal marketing program is not a tangible one; rather it is the marketing of an idea. The
principle product being marketed is a commitment to certain beliefs or values such as the importance of service
quality and customer retention. In other words, the firm is attempting to "sell" to its employees the product(s) that
will make the external marketing strategy succeed (Morgan 1990; Piercy 1992; Piercy and Morgan 1991). Job
duties which must be performed in order for the external marketing strategy to be successful can be considered part
of the internal marketing product, too (Berry and Parasuraman 1991; Piercy 1992).

The focus of price in internal marketing is not necessarily the firm's price for carrying out the program
although such activities as training and publishing newsletters will increase marketing costs. The price of an
internal marketing program refers to the price internal customers are asked to "pay" for buying in to the program
(Morgan 1990; Piercy and Morgan 1991; Piercy 1992). Examples of price elements for an internal marketing
program include increased time demands, commitment, and fear of change (Barnes 1989; Rafiq and Ahmed 1993).
Like any product development process, this internal program has start-up costs.

Distribution issues in an internal marketing program involve how information is delivered. Options for
choosing a location for communicating with employees include at the job site, in a designated training area at the
firm's location, or at a site away from the firm's location. In addition, the potential is great for delivery of internal
marketing messages electronically via email and company intranets. The source of the message must be considered
too. Internal marketing communication can be delivered by employee teams, lower and middle level management,
top management, training departments, or outside trainers and consultants.

The promotion aspect of the internal marketing program, the most tangible component (Morgan 1990, Piercy
and Morgan 1991; Piercy 1992), refers to the various communication channels used to inform and persuade
employees regarding the attitudes and beliefs the organization seeks to manage (Barnes 1989; Piercy 1992).
Communication channels used to implement the internal marketing program can be formal or informal, direct or
indirect, and internal or external (Barnes 1989). A formal communication channel would include such activities as
a monthly newsletters, videos, department meetings, and training sessions. Informal communication such as
"management by walking around", discussing issues with employees while on the job or at lunch, can be used to
carry out the internal marketing program. Direct communication would include many of the formal media
discussed earlier such as newsletters or videos. An example of an indirect method would be the organization's use
of an advertising campaign that touts its employees. Internal communication would include many of the formal,
direct methods mentioned earlier. External communication would take the form of advertising or event
sponsorships that allow employee involvement. Recent research has shown that a firm’s external communication
has a profound and important effect on its employees (Gilly and Wolfinbarger 1998). Indeed, communication is the
integrative element that helps tear down departmental divides and close the distance between the company and all
stakeholder groups (Duncan and Moriarty 1998).

Application of the marketing mix to internal markets raises some concerns. One primary concern is that the
“products” a firm is selling to its employee might be unwanted (e.g., a new way of performing a job). A firm has
coercive powers over its employees that it does not have with customers (Rafiq and Ahmed 1993). A second concern
is the strong emphasis placed on the needs and wants of employees. Caution is given that employee markets must be
secondary to external markets in order for a firm to survive long-term (Cahill 1995; Rafiq and Ahmed 1993).
Another concern is that reliance on the marketing mix for developing an internal marketing program ignores the
interdisciplinary nature of internal marketing. The key component of internal marketing is communication with
employees in a firm's efforts to convey the external marketing strategy internally (Cahill 1995). Human resource
activities such as employee recruitment, training, motivation, and retention are an important part of an internal
marketing program (Tansuhaj, Randall, and McCullough 1988), but framing an internal marketing program in
terms of the traditional marketing mix fails to consider these activities in depth.

A Relationship Approach to Internal Marketing
An alternative focus of an internal marketing program is relationship marketing. Relationship marketing is a
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paradigm that has drawn increased interest in recent years. The primary difference between relationship marketing
and the traditional marketing mix approach is that relationship marketing is concerned with long-term relational
exchanges between buyer and seller, while the established approach to marketing stresses individual, discrete
transactions as the focus of marketing (Morgan and Hunt 1994). It is defined by Morgan and Hunt (1994, p.22) as
"all marketing activities directed toward establishing, developing, and maintaining successful relational
exchanges." Regardless of the definition used, relationship marketing develops and maintains long-term
relationships (Juttner and Wehrli 1994).

The use of the relationship marketing paradigm for internal marketing is advantageous because of its direct
application to internal markets. The traditional marketing mix focuses on external markets, isolating the marketing
function from the rest of the firm. A decision must be made by the firm whether the traditional marketing mix or
relationship marketing should be used to reach target markets because neither approach is effective for all markets
(Gronroos 1995). In the case of internal markets, the long-term, holistic approach of relationship marketing
appears to have advantages over the short-term, manipulative approach of the traditional marketing mix especially
if one considers the intimacy theory as its foundational basis.

Implementing an internal marketing program utilizing relationship marketing concepts requires a firm to
reconsider how to structure the program. A traditional marketing mix approach to internal marketing considers
internal marketing in terms of product, price, place and promotion. The relationship marketing view instead focuses
on "relationship management (i.e., creating, developing, and maintaining a network in which the firm thrives) in
order to serve the customers and employees better" (George 1990, p. 65). The following paragraphs present
elements of a relationship marketing approach to an internal marketing program.

The price components of internal marketing under a traditional marketing mix focus and relationship
marketing focus are similar, with one important distinction. Both approaches require a sacrifice in terms of
overcoming fear of change. However, the group of employees affected most differs by approach. Under the
marketing mix approach, front-line employees must "pay"” in terms of time and involvement in such activities as
training and classes. The employee group that makes the greatest sacrifice under the relationship marketing
approach is management. Managers have reduced authority with employees due to the decentralization of decision
making. The increased authority of front-line employees reduces dependence on management employees.
Relationship marketing’s key feature of reciprocity (Peterson 1995) dilutes the power of management.

The place component of an internal marketing program is concerned with activities that demonstrate to
employees that management is committed to them and to the strategies it seeks to implement. Such activities as
hosting employee picnics and sponsoring employee sports teams are often used to show concern for employees. In
addition, more formal practices such as employee training and feedback which emphasize the behaviors desired to
execute the firm's marketing strategies are used to deliver the internal marketing program from the executive suite
to the front-line. A relationship marketing approach to implementing the internal marketing program throughout
the organization is consistent with the relationships that subsume the product component of the internal marketing
program. Rather than focusing on delivering the product to employees as with the marketing mix approach, the
relationship marketing approach emphasizes activities that encourage employee participation and performance.

The promotion component of internal marketing under the marketing mix approach is concerned with the
communication channels used for delivering messages that support the internal marketing program. Among the
vehicles used for communicating messages are training sessions, company newsletters, and departmental meetings.
A common thread among these communication channels is that they offer primarily one-way communication,
which is from management to employees. On the other hand, the relationship marketing approach to internal
marketing selects communication channels that offer two-way communication between management and employees
(Duncan and Moriarty 1998). In fact, bi-directionality is more important than the frequency in intra- firm
communications (Fisher et. al 1997). Another communication method that fosters stronger relationships between
management and employees is employee focus groups. Employees are encouraged to discuss job- related problems
and offer ideas to improve not only their jobs but overall organization performance as well.

Discussion

There is little doubt that the internal marketing concept is a useful vehicle for implementing a firm's marketing
strategies. For example, it is insufficient for management to simply exhort employees to be customer conscious.
Instead, a formal plan should be put into place to develop and reinforce behaviors that would lead to higher levels of
customer service. What is unclear about internal marketing is how to best implement a program. Little research
has been done in this area, with those who have discussed the issue recommending the traditional marketing mix
approach (Morgan 1990; Piercy and Morgan 1991, Piercy 1992). The logic behind their position is that since most
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managers are already familiar with marketing concepts, implementing an internal marketing program using the
marketing mix approach would allow managers to approach with some familiarity of the underlying concepts to the
program.

While using the marketing mix approach to internal marketing might offer managers some comfort in the
administration of the program, this approach is not without its shortcomings. A marketing mix approach to
internal marketing focuses on the tools used to create an internal marketing program rather than the ongoing
interpersonal exchanges that are critical to the success of internal marketing. In contrast, a relationship marketing
approach to internal marketing focuses not on the mix of tools used, but rather it identifies activities that will
strengthen relationships between managers and employees.

The position of this paper is not to discard the marketing mix approach completely in favor of relationship
marketing as the only approach to implementing an internal marketing program. Some firms have little need to
implement relationship marketing concepts. For example, an organization that is highly centralized and would not
benefit from pushing decision making down the organization has little to gain by implementing a relationship
marketing approach. However, as with the case of many service organizations in the private sector, extending
marketing strategies such as total customer satisfaction to front line employees can be accomplished by fostering
relationships between management and employees. Relationship marketing, when applied to internal markets,
should be part of an overall program that includes relationships with customers through external marketing
activities and interactive marketing with customers during actual service encounters (Joseph 1996).

Internal marketing is a philosophy for communicating and implementing marketing strategies within an
organization. The approach used to implement the program should be consistent with methods used to implement
external marketing strategies. Today, many firms are professing the importance of establishing long-term, mutually
beneficial relationships with their customers. However, the implication usually is that they are referring to external
customers. Attempts to develop meaningful relationships with external customers will be difficult without
committing to develop similar relationships within the organization.
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The Semantic Structure of Time-Oriented Retail Service Guarantees:
The Moderating Role of Cultural Norms on Perceived Performance Risk--Abstract

Robert D. Straughan, Baylor University
Nancy D. Albers-Miller, University of North Texas

Past research of warranties and guarantees has examined the importance of structure and phrasing (Shimp and
Bearden, 1982). Previous research by Straughan and Albers-Miller (2000) examined the semantic dimensions of
time-oriented service guarantees. Their work looked at the effects time and redress specificity played in reducing
consumers’ perceived risk. The present study seeks to examine their findings in a cross-cultural context.

In addition to the redress specificity and time specificity effects shown by Straughan and Albers-Miller (2000),
the current study considers the moderating role that culture might play in risk reduction across countries. Using
Hall’s cultural time orientation (Hall 1976; Hall and Hall 1987) and Hofstede’s cultural uncertainty avoidance and
masculinity dimensions (Hofstede 1980, 1991), the study proposes several interesting interaction effects, in addition
to the main effects discussed in Straughan and Albers-Miller (2000).

The research used a web-based experimental approach to examine these hypotheses. Data were collected from
Brazil, Germany, India, and the United States. The experimental manipulations were contained in a web-based
narrative describing an air travel scenario. After reading the narrative, subjects were asked to complete Shimp and
Bearden’s (1982) performance risk scale. Respondents were screened for cultural affiliation. A multiple regression
procedure was used to address the stated research hypotheses.

Cronbach’s alpha indicated a reliable measure of risk (a = .76). The overall model was significant (p < 0.0001,
2= .07). While the predictor variables explained only a small part of the risk variance, all hypothesized interaction
effects were significant at an a = .05 level. The cultural interactions wash out the significance of the time and
redress specificity main effects from Straughan and Albers-Miller (2000). The authors discuss the relevance of the
findings for service managers and suggest some directions for future research in this area.
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Contrasting Country and Product Images of Japanese and Canadian Consumers and the Effect of
Ethnocentrism

Emmanuel Chéron, University of Quebec at Montreal
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Abstract

With the trend toward globalization, the country of origin of products has been said to become irrelevant
(Sheth, 1999). However, persisting significant differences still exist, as shown in this present study comparing the
perceptions of 376 Japanese and 191 Canadian consumers. Attributes of countries and products manufactured in
seven different countries were found to show significant differences between Canadian and Japanese respondents.
Ethnocentrism, as a moderating variable of consumption, was significantly related to age and gender in Japan but
not in Canada. Ethnocentrism was not found to be significantly related to the importance of the country of
manufacture as a buying factor in Japan. In Canada, however, ethnocentrism was found positively (although
weakly) related to the importance of the country of manufacture in consumer buying decisions.

Introduction

With the increasing globalization of world trade, detailed knowledge of consumer perceptions of foreign
countries and imported products is crucial for marketers. The study of the a priori strengths and weaknesses of
country and product images and of their determinants hold potential value for marketing managers. Knowing one’s
country and product category standing vis-a-vis competitors allows manufacturers to concentrate their efforts on
these strong assets and to focus their marketing strategies on consumer segments holding positive images of their
product origin. This information is also valuable to direct importers, wholesalers and retailers in their buying and
marketing decisions.

Literature Review And Research Hypotheses

The effect of the country of origin on the evaluation of products has been the object of numerous reseach over
the last thirty-five years. Since the study of Schooler in 1965, and in spite of many divergent results, meta-analyses
by Liefeld (1993) and Peterson and Jolibert (1995) concluded that the effect of the country of origin on product
evaluation was confirmed and appeared to be more important for perceived quality than for purchase intention. The
following dimensions have been considered in measures of the image of the country of origin: the level of economic
development, the political dimension and the technological dimension (Martin and Eroglu, 1993). In addition, the
cultural dimension is also likely to play a significant part in shaping the image of a country. Even if-the cultural
aspect has not been previously included, we suggest that dimensions such as the perceived degrees of traditional vs.
modern culture, taste refinement and industriousness of the population and trust are relevant dimensions of country
image.

Measures of imported product quality have been pioneered by Nagashima (1970, 1977). Later studies by Han
and Terpstra (1988), Roth and Romeo (1992) and Papadopoulos and Heslop (1993) show a consistent pattern with
four of the following dimensions: 1) Technical advancedness, 2) Design, 3) Prestige and 4) Workmanship and price
for value. Studies measuring the perception of imported products have been criticized if no specific categories of
product were involved. However, various chapters in Papadopoulos and Heslop (1993) have suggested that attitudes
toward each country and its products and product categories tend to be congruent. In a more recent study, Heslop,
Papadopoulos and Bourk (1998) show that specific product evaluations are virtually identical to the evaluation of a
global product. Product images tend to be congruent across categories. In a previous study conducted by Chéron,
Sugimoto and Hayashi (1994), significant differences were found in buying frequencies and motivations for buying
nineteen categories of products between Canadian and Japanese consumers. Therefore, we suggest that Japanese
and Canadian consumers will differ in their respective perception of country and product images (Hypothesis 1).

Consumer ethnocentricity has been defined as the belief that buying foreign product is wrong because it hurts
the domestic economy and causes unemployment (Shimp and Sharma 1987). The effect of ethnocentric tendencies
has been well established in several empirical research studies (Good and Huddleston 1995; Herche 1992; 1994;
Vida, Damjan and Fairhurst 1996). Previous research has shown that senior individuals may have more
conservative views (Han 1988; Wall, Heslop and Hofsta, 1988; McLain and Sternquist, 1991) and that women
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tended to be more ethnocentric (Wall et al. 1988). We suggest that for both Japanese and Canadian consumers,
ethnocentrism will be higher for older consumers and for women consumers (Hypothesis 2).

Marcoux, Filiatrault and Chéron (1997) found that protectionism (as a subdimension of ethnocentricity) was
consistently the most important variable (as compared to social status demonstration, interpersonal mediation, age
or sex) to explain Polish consumer preferences for clothing, cosmetics or electronic products made in Poland vs.
Western countries. Hence, higher ethnocentrism will be related to a higher importance of the country of
manufacture of products in the buying decisions of both Japanese and Canadian consumers (Hypothesis 3).

Objectives of the Research _

This study is being conducted to compare the images that Japanese and Canadian consumers have of seven
countries (China, France, Canada, Japan, USA, South Korea, and Germany), and products imported from foreign
countries as compared to those manufactured domestically. The study is also designed to compare the Japanese and
the Canadian samples in terms of degree of ethnocentrism and to examine the effect of age and gender on
ethnocentrism in each country. Further, ethnocentrism is tested for its relationship with the relative importance of
the country of manufacture in Japanese and Canadian consumer buying decisions.

Research Methodology
Development of the research instrument

A structured self-administered questionnaire was used, developed in English and translated in Japanese with
extensive discussions using a parallel approach (Campbell and Werner 1970). The final English questionnaire was
then translated and back-translated in French for data collection in the mostly French speaking city of Montreal in
the province of Quebec to ensure equivalence (Brisles 1970).

Country image dimensions were derived from previous research (Martin and Eroglu 1993) to which the aspects
of taste refinement, trustworthiness and industriousness were added. Product image dimensions were selected using
previous research by Nagashima (1970, 1977) and Papadopoulos and Heslop (1993). Ethnocentrism was measured
by the degree of agreement (on a seven point-scale) with six statements. The six statements were selected in such a
way that they represented equally (with two statements each) the three dimensions of the original CETSCALE
(Shimp and Sharma 1987) found in the study by Marcoux, Filiatrault and Chéron (1997).

Research instrument

The questionnaire contained an introductory statement presenting the topic of the survey and stating that the
answers would be treated in the strictest confidentiality. Then, the following sections appeared in sequential order:
Degree of agreement (on a seven point-scale) with four statements pertaining to the extent of consideration of the
following elements in buying decision: country of manufacture, quality, popularity, brand name.

Degree of ethnocentrism measured by the agreement (on a seven point-scale) with six statements (see Table 2).
Perception of each of the seven country images measured by the degree of agreement (on a seven point-scale) with
seven statements (refined taste, trustworthy, industrious, technologically advanced, more manufacturing than
agriculture, more consumer than industrial products, more modern than traditional culture).

Perception of each of the product images of each of the seven countries measured by the degree of agreement (on a
seven point-scale) with seven statements (good workmanship, technologically advanced, good quality, recognizable
brand, innovative rather than imitative, reliable, expensive).

Respondent profile: gender, age group, occupation, annual income, number of people in household and whether the
respondent had ever visited or lived in any one of the countries included in the survey (apart from his or her own
country). Other measurement items were also included in the questionnaire, but are not presented here.

Data Collection

The field work in Japan was done using a "drop and pick up" procedure by the Kansai Branch office of Video
Research Ltd. The sample for the research was selected from a representative master sample constructed by Video
Research in 1997 and accounting for 5204 households representing a total of 12500 individuals in the Kyoto-Osaka-
Kobe metropolitan areas in Japan. The initial sample size of 747 yielded a total of 376 completed questionnaires.
The distribution of age groups of the final sample was very close to the census distribution. The Canadian sample
was collected using a snowballing approach, originating from employees and evening students of a French speaking
university in the city of Montreal in the province of Quebec. Gender and age quotas guidelines were used to improve
sampling equivalence. Out of a total of 300 questionnaires distributed in Canada, 191 were completed. The
percentage of male respondents was 47.3% in Japan and 49.2% in Canada.
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Results
Country and product images

All multivariate and most univariate tests of country image differences between Japanese and Canadian
respondents were statistically significant, as shown in Table 1, for the example of the dimension of refined taste. To
ensure metric equivalence between the two samples and to control for Japanese respondents’ tendency to avoid
extreme responses, an "ipsatization" procedure was used (Hui and Triandis 1989; Cunningham, Cunningham and
Green 1977). This adjustment procedure gave similar results as can be seen in Table 1. Multivariate and most
univariate tests T tests and "ipsatized" T tests of product image differences between Japanese and Canadian
respondents were statistically significant. Therefore Hypothesis 1 is supported; Japanese and Canadian consumers
differ in their respective perception of the seven countries and product images of the survey.

Ethnocentrism

Ethnocentrism was measured using the six items listed in Table 2. Exploratory and confirmatory factorial
analyses confirmed the unidimensionality of the measure of ethnocentrism both for Japan and for Canada.
Composite reliabilities were 0.87 for Japan and 0.86 for Canada. An index of ethnocentrism was therefore
computed using a linear unweighted average of the six items. On a scale of 6 to 36, the mean of this index was
18.87 (median of 18.50) for Japan and 19.35 (median of 19.00) for Canada with standard deviations of 6.92 and of
7.65 respectively. Mean ethnocentrism was not significantly different between Japan and Canada (T value of .76).

Using this index as a dependent variable, with two age groups and gender as factors in a 2x2 a posteriori
classification design, yielded statistically significant effects of age (F = 19.98) and gender (F = 9.67) on
ethnocentrism with no significant interaction for Japan but no significant effects for Canada. Hypothesis 2 is thus
confirmed for the sample of Japanese consumers only.

Mean results in Table 3 indicate that both Japanese and Canadian consumers consider the attribute of quality
first when making a buying decision. However, quality was valued more by Canadian as compared to Japanese
consumers. In Canada, brand name ranked second whereas it was almost equal with country of manufacture and
popularity in Japan. Multiple regression results in Table 3 revealed that in Japan, higher ethnocentrism was
unrelated to a higher importance of country of manufacture, but negatively related to quality and positively related
to popularity. However, in Canada, higher ethnocentrism was positively related to country of manufacture only.
These results were tested and found stable both for Canada and Japan over two random split-half samples. Thus
Hypothesis 3 is confirmed for Canadian consumers only.

Discussion

The results of this study confirm that Japanese and Canadian consumers have different perceptions of countries
of manufacture and products. Personal experience of visiting or living in other countries appears to allow
respondents to increase their perception of differences among countries. Japanese respondents, who were less likely
to ever have visited or lived in the USA than Canadian respondents, perceived fewer differences between country
and product images of the USA and Canada than Canadian respondents.

This study has also shown that the degree of ethnocentrism did not differ between Japanese and Canadian
respondents and that ethnocentrism was not related to age and gender for Canadian respondents. However, with
respect to age, this may be the result of a lower percentage of respondents above 45 years old in the Canadian
sample than in the Japanese sample (22.5% vs. 43%).

The absence of perfect sample equivalence is a limitation of this study. However, attaining perfect equivalence
of two samples being part of two different demographic, socioeconomic and ethnographic populations is of course
illusive. For example, the Canadian sample is quite representative on the percentage of respondents not born in
Canada (23%), but it is in no way enough to support perfect sample equivalence.

MARKETING AND MANAGEMENT IMPLICATIONS

This study indicates that Canadian international marketing managers interested in selling their products in
Japan compete with a less favorable and a less differentiated image. A previous study on the quality of products
from 19 countries by Gallup (Milner 1996) indicated that Canadian manufactured products (with 17.9% of
respondents rating the country's products as excellent or very good) ranked after Japan (41.2%), Germany (35.1%),
the USA 34.9%), Britain (21.2%) and France 20.8%). In addition, 60% of Canadian respondents rated their own
country's products as very good to excellent, but only 41% felt that way about Japanese goods. All other respondents
had a lower perception of their own country's products. Canadian manufacturers are thus likely to find that getting
acceptance for their products outside Canada is much more difficult than in the domestic market.
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A condition for success for Canadian exporters to Japan is to first increase awareness of Canadian products and
then to build a better image of quality. Knowledge of the country of manufacture is not the most important attribute
for Japanese consumers (see Table 3) and therefore, in addition to basic awareness, the most important element of
success is the quality of the product. Ethnocentrism of older and female Japanese consumers does not affect the
importance of the country of manufacture, but rather decreases the importance of quality. This may be an
opportunity for Canadian products that compete on price.

Japanese international marketing managers interested in selling their products in Canada should take into
account that quality is also the most important attribute valued by Canadian consumers. Building a well known
brand image is also important, since this is a significant attribute favored by Canadian consumers. Consumer
ethnocentrism in Canada also tends to increase the importance of the country of manufacture, and thus may give an
advantage to products imported from countries enjoying a favorable image.
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Table 1 Japanese and Canadian comparisons on the dimension of refined taste of countries

Mean (Mean ranking) T value Ipsatized T

Japan Canada

(n=376) (n=191)
CANADA 4.58 (4) 5.15(2) 6.44%* 5.41%*
CHINA 3.40 (7) 3.36 (7) 0.29"8 1.74N8
FRANCE 5.24 (1) 6.08 (1) 8.33** 7.01%*
GERMANY 4.60 (3) 5.07 (3) 4 42%* 3.55%*
JAPAN 4.55(5) 4954 3.37** 2.65%*
SOUTH KOREA 3.62 (6) 3.43 (6) 1.56 3.47%*
USA 4.93 (2) 3.63 (5) 10.42%* 12.69**

** Significant at level <.01

NS Non significant

Table 2 Degree of agreement with six statements of ethnocentrism

Mean T value Ipsatized T
Japan Canada
(n=376)  (n=191)
1. Japanese/Canadian people should always buy Japanese- 3.89 4.32 2.85%% 3.42%*
/Canadian-made products instead of imports.
2. Only those products that are unavailable in Japan/Canada 3.83 3.55 1.81N 3.61**
should be imported.
3. Purchasing foreign products is un-Japanese/ un-Canadian. 2.49 2.74 1.79N8 1.95M8
4. It is not right to purchase foreign products, because it puts 2.94 3.03 0.59N 0.26M
Japanese/Canadians out of jobs.
5. We should purchase products manufactured in Japan/Canada 2.74 3.54 5.36%* 8.55%*
instead of letting other countries get rich off us.
6. Curbs should be put on most imports. 3.00 2.20 6.63%* 10.01**

** Significant at level <.01
NS Non significant

Table 3 Multiple regression of the relationship of the four buying attributes with ethnocentrism mean values*

Ethnocentrism Japan R’= 4.34% Canada R’= 7%  Japan (Means) Canada (Means)
Country of manufacture NS 1.17 (t=3.78) 4.42 4.04
Quality -1.21 (t=-3.59) NS 5.81 6.43
Popularity 0.74 (t=2.64) NS 4.48 4.01
Brand name NS NS 4.42 5.32
Constant 22.6 (t=10.54) 14.64 (t=10.77)

NS Non significant.
* On a scale of 1 (no agreement) to 7 (high agreement).
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Abstract

This study examines the impact of cultural differences of exchange partners on the formation of international
agency relationships. A model including dimensions of cultural differences is developed and propositions outlining
their impact on the formation of trust and commitment are formulated.

Introduction

In an era marked by increasing globalisation of business, it has been noted that firms must become trusted
cooperators in order to be effective competitors (Morgan and Hunt 1994). To compete globally, firms often establish
agency relationships with other corporations operating within diverse cultures. Therefore, understanding the
formation of international relationships and the factors that drive long-term success is becoming very important.

Research on international business shows that greater cultural distance between a host country and its foreign
market leads to a greater reliance on relational exchange relationships (Macniel, 1980; Heide, 1994). Relationships
evolve from being discrete and contract-governed, to being relational and norm-governed. Relational norms emerge
as sentiments that the relationship is worth maintaining, and serve as a mechanism for providing flexibility to long
term relationships because they promote stewardship and highly collaborative behaviours (Heide and John 1992).
While the importance of relational norms has long been recognised, little attention has been paid to how they can
potentially mitigate the adverse effects of cultural differences on relationship formation and maintenance.

Forming lasting, productive relationships is challenging in any circumstance. Forming them across
international boundaries is even more complex due to cultural differences (Aviv, Rose and Kropp 1997). Although
agency relationships with foreign-based distributors are attractive for entering uncertain or risky new markets, they
are difficult to coordinate because cultural differences can lead to slow information flows and uncoordinated
business functions (Lee and Jang 1998). Furthermore, these relationships require more time, effort, and involve
unique risks due to the potential problems of cooperating with a partner from a different culture.

Although the importance of understanding cultural differences has been a cornerstone of research in
international business, little has been done to link research on cultural differences with that progressing on
relationship marketing. Existing research has focused on the impact of cultural differences on entry mode choices,
management decision making, and equity partnerships such as those found in alliances and joint ventures. However,
the link between cultural differences and the development of long term relationships between firms and their
independent agents has been overlooked.

This paper is written in an attempt to address this knowledge gap; specifically how cultural differences between
firms and their international agents affect their relationships. First, we review and integrate the literature from the
two disciplines. Next, we discuss how cultural differences among international channel members may affect the
development of trust and commitment, variables at the heart of any relationship effort. We then ask whether
relational norms mitigate the effects of cultural differences. Finally we develop a conceptual model and research
propositions to guide further investigations in this area.

Relationship Marketing

Firms are increasingly focusing attention on building sustainable competitive advantage by developing and
maintaining close, long-term relationships with a limited set of customers and suppliers. Long-term relationships
create value because buyers and sellers work together to develop solutions that can enhance the profits for both
firms (Ganesan 1994; Kalwani and Narayandas, 1995). Several scholars suggest that relationship marketing, which
is grounded in relational exchange theory, is an effective way to govern interactions between independent entities
(Morgan and Hunt 1994). Relationship marketing refers to "all the marketing activities directed toward
establishing, developing and maintaining successful relational exchanges" (Morgan and Hunt 1994, p.22).

Relationship marketing began attracting academic attention in the 1990's as firms began to enter long-term
associations to counter the effects of increased customer demands and intensifying global competition. Although
relationship marketing has been examined in a number of diverse settings such as those between retailers and
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consumers (Sheth and Parvatiyar 1995), services (Berry 1995; Gwinner, Gremler and Bitner 1998), between buyers
and sellers (Noordewier, John and Nevin 1990), and among distribution channel members (Morgan and Hunt
1994), international channel relationships have not been examined extensively.

A number of constructs have emerged as drivers of successful long-term relationships, however trust and
commitment have been recognised as pivotal variables (e.g., Anderson and Narus 1990; Anderson and Weitz 1989,
Dwyer, Schurr, and Oh 1987; Morgan and Hunt 1994, Ganesan 1994). They are key to successful relationship
marketing because both encourage positive relationship outcomes. They increase acquiescence and cooperation,
while reducing functional conflict and the propensity to leave (Morgan and Hunt 1994; Anderson and Weitz 1989,
1992; Ganesan 1994; Dwyer, Schurr and Oh 1987).

Relationship Trust

Trust has assumed a central role in marketing theory regarding the development of long-term relationships
(Dwyer, Schurr and Oh 1987; Anderson and Weitz 1989; Morgan and Hunt 1994, Ganesan 1994). Trust is
perceived credibility and benevolence (Ganesan 1994). Trust exists when one party has confidence in an exchange
partner's reliability and integrity (Morgan and Hunt 1994). High levels of trust not only foster cooperation (Morgan
and Hunt 1994), but also reduce conflicts and enhance channel member satisfaction (Anderson and Narus 1990).
Trust also mitigates opportunism in exchange contexts characterised by uncertainty and dependence (Heide 1994).
This enables parties to focus on the long-term benefits of the relationship (Ganesan 1994) thereby enhancing
competitiveness while reducing transaction costs (Noordewier, John and Nevin 1990).

Relationship Commitment

Commitment to the relationship is defined as an enduring desire to maintain a valued relationship (Moorman,
Zaltman, and Deshpande 1992), and as a willingness to make short-term sacrifices to realize longer-term benefits
(Dwyer, Schurr and Oh 1987). Commitment is closely related to mutuality, loyalty, and forsaking of alternatives,
variables that are essentially relational, and an important construct of relationship marketing (Morgan and Hunt
1994). Several studies have found that commitment by exchange partners is mutually reinforcing, and increases
over time through the development of relational norms (Gundlach, Achrol and Mentzer 1995).

In summary, the relationship marketing literature suggests that long-term relationships are desirable, and that
the development of trust and commitment by exchange partners can enhance their agency relationship by mitigating
opportunism and focusing on the long term benefits of their relationship. However, firms who expand abroad and
engage in agency relationships in increasing heterogeneous cultural environments may experience difficulty in
developing trust and commitment.

Cultural Differences

Despite moves towards greater standardisation of marketing strategies, cultural differences are still
acknowledged as an important facet of international business practice. Following Hofstede (1980), culture is defined
as a pattern of assumptions, values, and beliefs whose shared meaning is acquired by members of a group.
Specifically, values are at the core of culture, and lead to a broad tendency to prefer certain states of affairs over
others. These differences in values have important implications for organisations operating across cultural borders
because culture can determine the way companies manage and develop their relationships between exchange
partners.

Hofstede (1980) offers perhaps the seminal work in operationalising the cultural difference concept. He defines
four key dimensions of cultural difference: Power Distance, Uncertainty Avoidance, Individualism-Collectivism,
and Masculinity-Femininity. Each of these dimensions can be quantified and measured by a cultural distance index,
measuring quantitatively the degree to which two or more societies differ (Kogut and Singh 1988).

Several cross-cultural studies have shown that variables important to the understanding of marketing
relationships are affected by cultural differences. For example, societies characterised by high power distance and
low individualism have a greater need for dependence than members of societies characterised by low power
distance and high individualism. In addition, executives from collectivist and high power distance countries are
found to prefer decision alternatives that involve greater face saving, longer-term repayment of obligations, more
authoritarian and less consensual decision processes than executives from individualistic countries (Tse, Vertinsky
and Wehrung 1988). Similarly, collectivist cultures are found to use more referrals and more network activity than
individualistic countries, which suggests that it is important to invest resources in building relationships with
intermediaries such as banks (Money, Gilly and Graham 1998).
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Previous research has found that greater cultural distance between the home and host country leads to less
equity ownership modes and greater incidence of shared-control modes of entry, such as agency relationships with
distributors (Kogut and Singh 1988; Erramilli and Rao 1993). Furthermore, as cultural distance increases, the
challenge for organizational control systems increases proportionally because accurate information about agency
performance becomes more difficult and expensive to obtain (Norhia and Ghoshal 1994). Although a main
determinant of international channel conflict is the cultural distance between exchange partners, an essential factor
is the development of mutually trusting, long-term relationships (Piercy, Katsikeas and Cravens 1997). Efforts to
develop and sustain good relationships between exporters and importers and exporters are in some cases more
productive than conventional marketing investments (Lee and Jang 1998).

In summary, although the previous literature review suggests that cultural differences affect many aspects of
exchange relationships, the impact on marketing relationships, specifically trust and commitment, remains unclear.
Moreover, little is known about which of the four dimensions of cultural differences have the greatest impact on the
development of trust and commitment. Even more important may be the fact that since relationships evolve in a
step-by-step fashion (Dwyer, Schurr and Oh 1987), it might be the case that negative experiences from cultural
differences lead to early dissolution of relationships. The role of relational norms in overcoming the adverse effects
of cultural differences has been largely unexplored, and it is to this topic that we turn next.

The Role Of Relational Norms

Relational exchange theory suggests that exchange relationships can be organised and managed through
cooperative relational processes that rely on norm-based mechanisms of governance (Macneil 1980; Nevin 1995).
Relational norms are expectations about behaviour that are shared by a group of decision-makers that emerge as
relationships develop (Macneil 1980; Heide and John 1992). They yield highly collaborative behaviours such as
when trading partners are flexible in adjusting to each other's need and requests. These can be operationalised along
three dimensions: flexibility (willingness to adapt behaviour), information exchange (provision of useful
information to the partner), and solidarity (value placed on relationship maintenance).

Recent research on relational exchange theories has emphasised the key governance role played by relational
norms as distinct from market or hierarchical mechanisms in long term exchange (Dwyer, Schurr and Oh 1987,
Heide 1994; Ganesan 1994; Williamson 1975; Macniel 1980). According to the transaction cost theory vertical
integration is a governance structure required under particular conditions such as environmental uncertainty or
asset specificity (Williamson 1975). However, in uncertain environments such as foreign markets, the advantage of
vertical integration is reduced because of the cost of inflexibility (Achrol, Reve and Stern 1983). Alternatively,
under conditions of uncertainty, firms can protect their specific assets by pursuing a variety of hybrid governance
mechanisms such as the development of relational norms. Thus, relational norms play a very significant role in
structuring efficient relationships and in governing inter-organisational behaviour between independent firms
(Heide and John 1992).

Previous studies also show that under conditions of high uncertainty increasing relational governance improves
purchasing performance (Noordwier, John and Nevin 1990), increases the level of commitment, and decreases
opportunism and dependence between partners (Joshi and Arnold 1997; Heide and John 1992). When relational
norms develop in international settings, cooperative behaviour facilitates coordination and programming of
activities within export channels, which in turn provides potential cost advantages and relationships are coordinated
and managed efficiently through the process of flexible negotiations (Gilliland and Bello 1997).

An Integrative Framework
The Effect of Cultural Differences on the Development of Trust and Commitment

Merging the literature on relationship marketing and cultural differences suggests a model in which cultural
differences have a negative effect on the development of trust and commitment in agency relationships, and where
relational norms moderate this otherwise adverse effect. Figures 1 portrays this model.
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According to Morgan and Hunt (1994), trust and commitment are key to successful relationship marketing
outcomes such as cooperation and satisfaction. Shared values have been found to contribute to the development of
both trust and commitment in relationship marketing (Morgan and Hunt 1994). However, values are not universal
and differ across countries, which may affect the development of trust and commitment by foreign exchange
partners (Anderson and Weitz 1989). Since relationships develop incrementally, cultural differences are proposed to
play a strong role in the early stages of the relationship (i.c., awareness, exploration), before relational norms are
developed. In these initial stages, there is a limited history of interaction upon which to evaluate the exchange
partner and relationship benefits. Based on this premise, we suggest that relationships involving partners from
culturally diverse backgrounds will have lower levels of commitment and trust in the early initial stages of the
relationship.

Cultural Dimensions and Their Affect on the Development of Commitment and Trust

Individualism /Collectivism: Individualism and collectivism anchor the two poles of the first dimension of
cultural differences (Hofstede 1980). Individualism refers to societies in which the ties between individuals are
loose. Individualistic people prefer to act independently rather than as members of groups and great

Figure 1: The Effect of Cultural Differences on Trust and Commitment, and the Role of Relational Norms.

Cultural Differences Trust

Commitment

Relational Norms

emphasis is placed upon individual achievements, entrepreneur activity, job specialisation, individual rewards, and
competitive climate (Hoecklin 1995). Individualistic cultures show a high level of mobility between companies, and
low levels of loyalty and commitment in managers. Collectivism refers to societies in which people are integrated
into strong, cohesive groups, which protect them throughout their lifetime (Hofstede 1980). In collectivist societies
the group to which you belong is the major source of your identity and the unit to which you owe loyalty.
Collectivist societies give great importance to face saving (respect for an individual because of his or her position in
society). Strong identification with the group creates pressure for mutual help and collective action. Research on the
effects of individualism versus collectivism lead to our next proposition.

P1: The greater the cultural distance between a supplier and its foreign distributor, the lower the levels of trust
and commitment in the early stages of exchange relationships.

P2: The greater the societal distance in individualism/collectivism between a supplier and its foreign
distributor, the lower the levels of trust and commitment in exchange relationships.

Power Distance. Power distance is defined as "the extent to which the less powerful members of organisations and
institutions within a country expect and accept that power is distributed unequally" (Hofstede 1980, p.104). People
belonging to high power distance countries show great reliance on centralisation and formalisation of authority
(Hofstede 1980). In addition, they show tolerance in accepting power hierarchy, tight control, and vertical
communication. Superiors are entitled to privileges because there are more signs of status and contrasts between
superior and subordinates (Hoecklin 1995). In cultures with low power distance, superiors and subordinates regard
each other as equals and equality of roles is assumed. Roles are designated to accomplish specific ends and they may
change depending on circumstances. All people should have equal rights, and inequality should be minimised.
Since assumptions about power distance govern relationship expectations, differences in this dimension of cultural
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differences can inhibit relationship formation and damage relationship maintenance. This reasoning leads to our
next propositions.

P3: The greater the power distance between a-supplier and its foreign distributor, the lower the levels of trust
and commitment in exchange relationships.

Masculinity: This dimension represents the "dominant gender role pattern related to behaviours and values"
(Hofstede 1980, p.261). It expresses the extent to which the dominant values in societies are masculine or feminine.
Masculine societies value male assertiveness, performance, ambition, and independence and emphasise
differentiated gender roles (Hofstede 1980). Female societies value nurturance, quality of life, service, and
interdependence (Hoecklin 1995). Moreover, in feminine cultures, since decision-making is participative and
compromises the watchword for maintaining friendly working conditions, it is suggested that they are more prone to
relationship formation. Thus, differences in masculine versus feminine orientation are also proposed to result in a
breakdown in relationship formation.

P4: The greater the distance in masculinity/femininity between a supplier and its foreign distributor, the lower
the levels of trust and commitment in exchange relationships.

Uncertainty Avoidance: Uncertainty avoidance is defined as "the extent to which the members of a culture feel
threatened by uncertain or unknown situations and try to avoid them" (Hofstede 1980, p.165). People with low
uncertainty avoidance tend to accept uncertainty, take risks easily, and show tolerance for opinions and behaviours
different than their own. People with high uncertainty avoidance have a strong need for control. They establish
formal rules to govern situations and events (Hoecklin 1995). Differences in uncertainty avoidance imply
differences in how people perceive opportunism and threats in their environments. The way exchange partners act
upon these perceptions can breed disagreement and can affect relationship formation and maintenance.

Ps: The greater the distance in uncertainty avoidance between a supplier and its foreign distributor, the lower
the levels of trust and commitment in exchange relationships.

The Role of Relational Norms

Several scholars propose relational norms .as an additional governance mechanism for managing exchange
relationships (Heide and John 1992; Ganesan 1994). Under conditions of relational norms exchange partners will
be inclined to behave relationally even when they have the opportunity to behave opportunistically (Joshi and
Arnold 1997). They consider themselves to be members of a larger system and adopt norms favouring unit actions.
Joint accomplishments and a concern for the long-term benefit of the relationship serve as a restraint of individual
tendencies (Heide 1994). Through the development of relational norms, relationship partners will be restrained
from opportunism through a socialisation process that will lead to shared values (Heide 1994). Thus, it is proposed
that as relational norms emerge in agency relationships, the negative effect of cultural differences on the
development of trust and commitment will be nullified.

P6: Under conditions of relational norms, the adverse effects of cultural differences will be mitigated and trust
and commitment will evolve.

Conclusions

Although the propositions derived from the literature review must be viewed as tentative and needed to be
empirically tested, we believe that they offer some insight into an under researched topic, specifically in
understanding the effect of cultural differences in international channel relationships. Differences in all four
cultural dimensions are proposed to have a negative impact on the development of commitment and trust in the
early stages of agency relationship development. However, this impact is reduced when relational norms govern the
relationship. Firms can actively manage their working relationship by developing relational norms as a governance
mechanism. Furthermore, relational norms may increase the level of human investments in the relationship, which
can lead to higher levels of trust and commitment (Gilliland and Bello 1997). This speaks to the need for expanding
firms and their agents to commit personnel with task specific knowledge to the exchange process with a foreign
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partner. Relational norms may prevent opportunism and the exploitation of these transaction specific assets. Thus,
relational norms may transform otherwise destructive differences into rich assets that foster competitive advantage.

In sum, if these propositions hold true, cultural differences between foreign firms and their agents will
negatively influence early stages of relationship formation. However if relational norms are developed, then trust
and commitment will evolve. We encourage empirical research in this area.
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Managing Information In Servicescapes To Affect Consumers' Emotions And Purchase Intention
Myra Mabel Pérez-Rivera, University of Puerto Rico

Abstract
This exploratory study examines the effect of signs that provide search and experience information on
consumers’ emotions and willingness to buy in the context of a service physical environment. The results of the
study suggest that experience attribute quality information shows higher pleasure and higher willingness to buy
when compared to search attribute quality information. The study also suggests that pleasure mediates the effect of
informational signs and willingness to buy.

Brief Literature Review
Several researchers have stated that service consumers desire knowledge of experience and credence attributes
in the service selection process (Friedman and Smith 1993; Legg and Baker 1991; Murray 1992), and that service
consumers are attentive to tangible cues in the physical environment to evaluate its nature and quality (Legg and
Baker 1991; Ward, Bitner and Barnes 1992; Zeithaml 1981).

Attribute Quality Information

Nelson (1970, 1974) has proposed that goods have two basic properties: search qualities and experience
qualities. He has defined search attribute qualities as those qualities of a product that can be accurately and
efficiently evaluated prior to purchase by using knowledge and inspection, reasonable effort and normal channels of
information acquisition. In contrast, experience attribute qualities have been defined as those qualities of a product
that can be accurately and efficiently evaluated only after the product has been purchased and used for a short
period of time in comparison to the product’s total usage life (Bateson 1985; Nelson 1970, 1974; Murray 1992;
Zeithaml 1981).

Darby and Karni (1973) have added a third class of properties, called credence, to those proposed by Nelson.
They have defined credence properties as those qualities of a product that cannot be accurately and efficiently
evaluated even after the product is used extensively because of consumers’ lack of technical expertise, or because the
cost of acquiring sufficient, accurate information is prohibitively greater than its expected value (Bateson 1985;
Darby and Karni 1973; Murray 1992; Zeithaml 1981).

The attributes of goods that have been defined by Nelson (1970) and Darby and Karni (1973) constitute the
Search-Experience-Credence Framework. The applicability of this framework to services has been addressed by
Zeithaml (1981). She has arrayed goods and services along a continuum of evaluation ranging from “easy to
evaluate” to “difficult to evaluate”. At the left of the continuum are goods high in search qualities which are easy to
evaluate. In the center are goods and services high in experience qualities, more difficult to evaluate because they
must be purchased and consumed before assessment is possible. At the right end of the continuum are goods and
services high in credence qualities which are the most difficult to evaluate because the consumer may be unaware of
or may lack sufficient knowledge to appraise whether the offerings satisfy given wants or needs even after
consumption. Zeithaml’s (1981) major premise is that most goods fall at the left of the continuum and that most
services fall at the right end of the continuum and she argues that the essential characteristics used to distinguish
services (intangibility, nonstandardization, perishability, and simultaneity of production and consumption) from
products cause services to be relatively low in search qualities but high in non-search qualities (experience and
credence qualities).

Various researchers have indicated that service consumers desire knowledge of experience and credence
attributes in the service selection process to reduce purchase uncertainty (Friedman and Smith 1993; Legg and
Baker 1991; Murray 1992). In this regard, Turley (1990) has suggested that perceptions of risk associated with the
purchase of services can be reduced with the provision of testimonials or information about consumers’ experiences
with the service provider. Friedman and Smith (1993) have empirically established that service consumers rely on
experience attributes and do not rely on search attributes available for evaluation prior to purchase. They have
concluded that service consumers realized that positive search attributes could not offset the effects of a negative
experience with the service provider.
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Service Physical Environment or “SERVICESCAPE”

Bitner (1992) has identified the dimensions of the physical environment (servicescape) as all the objective
physical factors that can be controlled by the firm to enhance (or constrain) employee and customer actions. The
factors were classified in: 1. Ambient conditions, 2. Spatial layout and functionality; and 3. Signs, symbols and
artifacts. Ambient conditions include background characteristics of the environment such as temperature, lighting,
noise, music, and scent. Spatial layout refers to the ways in which machinery, equipment, and furnishings are
arranged, the size and shape of those items, and the spatial relationship among them. Functionality refers to the
ability of the same items to facilitate performance and the accomplishment of goals. Signs are explicit
communicators, and symbols and artifacts are implicit communicators. Bitner (1992) has indicated that each
dimension may affect the overall perception of the environment either directly or through the interaction with other
dimensions, and that customers and employees may respond cognitively, emotionally and psychologically to the
environment.

The effects of the physical environment on behavior have been examined in various disciplines. In the
environmental psychology discipline, Mehrabian and Russell (1974) have proposed a comprehensive model of
human-environment relations in which they argue that there are three basic emotional dimensions which modulate
all human behavioral responses towards the physical environment: pleasure, arousal and dominance. Their model
indicates that the three emotional dimesnions are employed as intervening variables linking the environment to a
variety of human behviors which can be generalized along an approach-avoidance continuum. In services
marketing, Bateson and Hui (1987) proposed a revised model where dominance is considered a cognitive/perceptual
construct that influences pleasure and arousal, and where the effects of the environment follow a cognitive/
emotional/behavioral sequence. In retailing the effects of the physical environment on consu-mers' have been
empirically examined and researchers have concluded the following:

1. Pleasure and arousal are significant mediators of the intended shopping behavior within the store
(Donovan and Rossiter 1982)

2. Arousal and Pleasure mediate the effects of social and ambient cues on consumers' willingness to buy
(Baker, Levy and Grewal 1992).

3. Pleasure induce by store environment appears to be a strong cause of consumers' spending extra time
in the store and spending more money than intended (Donovan, Rossiter, Marcoolyn and Nesdale
1994)

4. In-store environment stimuli (expressed in terms of information rate) are positively related to the level
of pleasure experienced in the store. In turn, environment induced emotional states in the store are
positively related to in-store shopping behavior (Tai and Fung 1997)

5. Pleasure and arousal induce by the store environment are strong predictors of behavior intentions (Van
Kenhove and Desrumaux 1997).

The marketing literature has long recognized that the physical environment is an important variable that may
influence consumer responses (Baker 1987). The physical environment is particularly relevant in highly intangible
services (Berry 1980) and in services where the consumer experiences the product/service while in the firm’s
facility (Booms and Bitner 1986). In these type of services the environmental conditions in which the service occurs
are often employed by the consumer as tangibles cues to the quality of the service rendered (Burton 1990; Grove and
Fisk 1983; Turley and Fugate 1992; Zeithaml 1981). The services marketing literature has suggested that the
physical environment should be included as a marketing mix element to influence specific modes of consumer
behavior (Booms and Bitner 1986), and that service managers should focus on the design of the physical
environment and in understanding the role it plays in the service delivery process (Congram 1991; Turley and
Fugate 1992). In this regard, Legg and Baker (1991) have proposed the management of tangible cues in a way that
consumers can infer experience and credence qualities of the service at the pre-consumption stage without actually
experiencing the service.

Research Hypotheses
Based on the literature review it is hypothesized that in a service physical environment consumers exposed to
signs that provide experience attribute quality information will show a significantly higher pleasure (H1) and a
significantly higher willingness to buy (H2) when compared to consumers exposed to signs that provide search
attribute quality information. In addition, it is hypothesized that Pleasure mediates the effects of Informational
signs on consumers' Willingness to buy (H3).
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Research Method

An experimental research procedure was conducted to test the research hypotheses in which search and
experience attributes were manipulated and their effects on consumers’ emotions (pleasure) and purchase behavior
(willingness to buy) were examined in the context of a service physical environment. Undergraduate students
participated in the various stages of the research project. The following pretests were involved in developing the
research methodology:

1. Identification of a service relevant to undergraduate students.

2. Identification and categorization of the attributes to be used as exemplars for the search-experience
manipulation that do not differ significantly with respect to attribute importance. The attributes identified as
search and experience attributes were the following:

Search attribute - Mechanics certifications and training.

Experience attribute - Mechanics provide clear and thorough explanations about

what is wrong with the car, what will be done and its cost.

Development and pretest of informational signs.

Development of written scenario.

5. Pretest of the pleasure scale (Baker et al. 1992) and the willingness to buy scale (Dobbs, Monroe and Grewal

1991).

The experimental research procedure was similar to that followed by Hui and Bateson (1991). The class
sessions that participated in the study were randomly assigned to one of the treatment conditions. At the beginning
of each experimental session the experimenter announced that the main objective of the study was to examine
human reactions to daily situations. Then, subjects were instructed to open the survey booklet and to read the
scenario. After reading the scenario the subjects were exposed to six slides. The slides depicted the waiting room
of the service with one informational sign. The slides were projected on a big screen. (Prior studies confirmed that
slides can adequately represent the environment (Bateson and Hui 1992; Bosselmann and Craik 1986; Hui and
Bateson 1991).) Once the slides were projected for approximately five minutes, the subjects were instructed to
answer the self administered questionnaire. The questionnaire measured pleasure (Baker et al. 1992), willingness
to buy (Dobbs et al. 1991), demographic variables and manipulation checks about the attribute quality information
in the informational sign.

bl

Research Findings

A sample of 109 undergraduate students participated in the experimental study. These participants correctly
identified the attribute in the informational signs.

The results of the ANOVAS used to test the hypotheses 1 and 2 (H1 and H2) are summarized in TABLE 1.
The analyses of variance indicate that consumers exposed to signs that provide experience attribute information
show a significantly higher pleasure and a significantly higher willingness to buy when compared to consumers
exposed to signs that provide search attribute quality information.

The results of the ANCOVA used to test hypothesis 3 (H3) is summarized on TABLE 2. The analysis shows
that the effect of the informational sign treatment (ATTRIBUTE QUALITY INFORMATION) is reduced after
adjusting for pleasure (COVARIATE) . This result suggests that pleasure is a mediator of the effects of
informational signs on willingness to buy.

Discussion

This study integrated concepts from the disciplines of marketing, economics of information, and environmental
psychology. It can be concluded that: 1. informational signs are a dimension of the service physical environment
that influence consumers’ emotions and purchase behavior, 2.information about experience attributes in the service
physical environment increases consumers' pleasure and willingness to buy, and 3. pleasant environments affect
purchase behavior.

From a theoretical perspective this study makes two contributions to the marketing literature. First, it examines
how an environmental dimension influences consumers’ emotions and purchase behavior. Researchers have
recognized that the physical environment is an important marketing tool and that attribute quality information can
influence consumers’ emotions and purchase behavior. However, literature offers little insight into the linkages
between informational signs (signs that provide attribute quality information as a dimension of the service physical
environment), consumers’ emotions and purchase behavior. The second theoretical contribution is that the study
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provides an understanding of service consumers’ information needs and service consumers’ information acquisition
activities. This study adds to the extant literature by suggesting that experience attribute quality information
increases pleasure and increases willingness to buy in service physical environments.

The finding that informational signs in the service physical environment provide cues upon which consumers
feel pleasure suggests that the management of informational signs can be used to affect consumers’ emotions and
purchase behavior in the service physical environment and suggests the opportunity of capitalizing on experience
attribute information.

There are several potential limitations to the study. These limitations, along with the study’s findings, also
suggest directions for future research. Although the study results generally support the hypotheses, the results are
necessarily limited to the context of the study. Future research is needed to explore the effects of informational
signs on consumers’ emotions and purchase behavior with other services (e.g. low risk, not frequently purchased,
non-professional), scenarios (e.g. regular consumers, low critical scenarios), attributes (e.g. credence attributes),
and environmental stimuli (e.g. videos, info-mercials, informational brochures and employee advice).
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TABLE 1
ANOVA RESULTS
Effects Of Attribute Quality Information on Pleasure And Willingness To Buy:
Cell Means, F-Ratios and Significant Levels

Attribute Quality Information
Search Experience F P
Pleasure 2.93 3.70 8.67 0.02
Willingness to Buy 2.59 3.46 12.39 0.00

NOTES:

1. Auto repair service N = 109

2. A 7 item scale (1 = low to 7 = high) was used to assess pleasure.

3. A 3 item scale (1 = low to 7 = high) was used to assess willingness to buy.

TABLE 2
ANCOVA RESULTS
Effects of Attribute Quality Information(AT) on Willingness to Buy
with Pleasure as Covariate(PLE)

No Covariate F(AT) =12.39 P=.00
Covariate (Pleasure) FAT)= 4.28 P=04
F(PLE) =81.75 P=.00
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The Roles of Communication and Participative Decision Making in Patient Compliance-- Abstract
Angela Hausman, Marshall University

Patient compliance with physicians’ instructions is a major individual and societal problem, costing millions of
dollars per year in lost wages, increased healthcare costs, and lost profits. This study supports a significant role for
both communication and participative decision-making in improving patient compliance, based on structural
equation modeling results.

Medical attempts to increase compliance include patient education and training, but have been unsuccessful in
significantly increasing patient adherence to physician advice. The impact of the physician-patient relationship on
compliance, while suggested in the medical literature, has not been empirically assessed and is often
underestimated. Evidence from relationship marketing suggests open communication and participative decision-
making may have a positive impact on patient compliance. The purpose of this paper is specifically to test the roles
of: 1) open communication between the patient and his/her physician; and 2) participation of the patient in
determining treatment on compliance with physician recommendations.

The presentation proposes and tests the following hypotheses:

H,: Perceptions of open communication with their physician improve patient compliance with physician advice.

H,: Patients’ perceptions of participation in the decision process with their physician improve compliance with
physician advice.

H,: Interactions between open communication and participative decision-making improve compliance with
physician advice.

A convenience sample was drawn from residents of a medium sized Midwestern city resulting in 239 survey
responses. The instrument contained established scale measuring open communication and participative decision
making. A new scale was developed to measure compliance using accepted procedures. Relational features
assessed in the survey suggest enough contact to establish an encounter ritual and to develop shared understanding.

Cronbach’s a shows good internal consistency and SEM results support the construct validity for all scales.
Subsequent hypothesis testing on the three hypotheses was accomplished using SEM to produce goodness-of-fit
statistics, path coefficients and associated t-values for hypothesized paths. The pattern of fit statistics established
support for all three hypothesized relationships (GFI=.94; AGFI =.89; CFI=.99; RMSEA=.068; ¢’=113.98). Path
coefflicients were: open communication---compliance 0.57; open communication---participative decision- making
0.41; and participative decision-making---compliance 0.09

This study demonstrates how open communication and participative decision-making can improve patient
compliance and argues that, despite the costs of allowing patient input in determining treatment options, positive
outcomes are achieved through patient participation. Further, the study suggests that open communication requires
more than one way communication, whereby the physician simply explains procedures beforehand. Open
communication also must go beyond improving physicians’ bedside manner to include social conversation. In this
study, open communication (based on the interaction between it and participative decision-making) means listening,
answering questions, and presenting treatment options in a way that allows patients to make truly informed
decisions about their bodies.
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Relationship Marketing: Loyalty In The Face Of Product Failure And Blame-- Abstract
Randi Priluck, Seton Hall University

Relationship marketing has begun to gain acceptance as a strategy for developing effective consumer-firm
exchanges. Firms, such as Chase Manhattan Bank, have used the notion of a relationship in the pursuit of a brand
identity to attract consumers. This research is an exploratory study, which examines the role that a relationship
plays in mitigating the effect of product failure when consumers perceive that the marketer could have prevented the
failure. In such cases, consumers are expected to consider the new information about the relationship they have
with the firm and evaluate whether the past relationship mitigates a negative consumption experience. Bolton
(1998) suggests that long-term consumers continually update and re-assess relationships with firms based on past
and present information. This research describes a situation in which consumers may consider adjusting their
evaluations of a firm based on a negative experience, but instead remain loyal to the relationship.

In the marketing literature relationships have been described as existing on a continuum from relational to
discrete exchanges (Dwyer, Schurr and Oh 1987). Relational exchanges are described as those that occur over time
in which there is an anticipation of futurc dealings. Discrete exchanges arc characterized as short term involving a
single transaction between the consumer and the marketer (Dwyer, Schurr and Oh 1987).

When consumers enter into relationships with marketers, they do so voluntarily and my alter their value
perceptions in favor of the firm (Crosby and Stephens 1987). Even if consumers blame the marketer for the negative
consequences of poor product performance, they may be more likely to overlook the situation if they feel they have a
relationship with the marketer. Therefore, the first hypothesis suggests that subjects engaged in a relational
exchange with a firm who experience poor product performance and who perceive the marketer had control over the
failure will be more satisfied with the encounter and will remain more loyal to the marketer than those in a discrete
exchange. The second hypothesis examines the role of attributions in relationship marketing and suggests that a
relationship will mitigate poor product performance even when the marketer is clearly to blame for the product
failure.

Eighty seven students from an eastern university participated in a role playing experiment in which they were
asked to imagine themselves in a particular familiar scenario. The study was a 2 X 2 factorial design. Subjects
were randomly assigned to either a discrete or relational exchange condition and either a scenario in which the
marketer was to blame for a product failure or a situation that was beyond the control of the marketer. Satisfaction
with the marketer and loyalty to the marketer were measured separately.

The results indicate that hypothesis one was supported for both satisfaction (t = 3.99, p < .01) and loyalty (t =
4.84, p < .01) indicating that the relationship does mitigate in instances of poor product performance and blame.
Hypothesis two was supported for loyalty (F1,83 = 6.31, p <.05), but not for satisfaction.

References available on request.

87



Factors Influencing Consumer Credit Usage: Students and
Their Parents—Abstract

Elizabeth C. Alexander, Marshall University
Angela V. Hausman, Marshall University

Building on extant research, this study investigates a broad range of variables affecting average credit balance
and attitudes toward credit balances among consumers.  Given the negative potentiality of high credit card
balances and perceptions regarding the appropriateness of using credit, it would be interesting to examine
differences in two types of credit card users: those with reported high balances in respect to their monthly income
versus those with reported low balances. The purpose of this study was to examine the reported high and low
balance users and their respective personal characteristics which may partially explain differences and attitudes
toward carrying a balance and the size of the balance, including demographic and attitudinal variables.
Specifically, the research addressed the following questions:

1) Do respondents reporting a high balance relative to their monthly income differ significantly from those

reporting a low balance?

2) Do respondents perceiving their balance to be high differ significantly from respondents perceiving their

balance to be low?

3) Do respondents perceiving a high balance relative to their monthly income but describing their balance to be

low (classified as negatively mis-aligned) differ significantly from respondents reporting a high balance and

perceiving that balance as high?

Results indicate that individuals reporting a high credit card balance are more likely to be female, younger,
more impulsive, and less satisfied. Individuals perceiving their balance to be high were younger, more
materialistic, more impulsive, and less satisfied. The group of respondents that reported a high credit card balance,
but perceived that balance to be low were more materialistic. Further analysis suggests that age, education,
impulsiveness, and satisfaction also contribute to group membership.

Further research exploring differences between the negatively mis-aligned and the positively mis-aligned
groups in attitudes and usage of credit would be beneficial to marketers, educators, and the credit industry.
Research could also continue to explore differences in credit card usage and attitudes related to developmental
stages between the young (college age) and older users.
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The Virtual Service Encounter: Opportunities for Research
Maria Dolores Alvarez, Bogazigi University

Abstract
This paper examines the applicability of the service encounter literature to the remote, technology-mediated
interaction between the customer and the service provider, defined as a virtual service encounter. Through a
comparison between the physical and the virtual encounters areas for future research are identified and propositions
are suggested.

Introduction

The marketing literature on the service encounter has mainly concentrated on the physical, face-to-face
interaction between the service provider and the customer, and only recently have authors started to pay attention to
the impact of technology on the encounter (Bitner et al. 2000). With the emergence of new technologies, new
channels of distribution for services are starting to appear. These are based on a remote interaction between the
buyer and the seller, sometimes totally eliminating the need for the physical encounter of the participants. The
purpose of this paper is to examine the remote interaction between the customer and the service provider through
the use of online channels, such as the World Wide Web (WWW). If a service is delivered through the WWW, the
interaction between the buyer and the seller is not direct but mediated by the technology. Here technology refers to
the software and hardware needed for people to remotely access information or communicate with each other
through the online medium. The applicability of existing research on the physical service encounter to a technology-
mediated encounter will thus be discussed and research propositions will be proposed.

There seems to be a consensus among academicians and practitioners alike to use the word virtual to describe
the online environment as an alternative to the real physical world (Hagel and Armstrong 1997; Shih 1998). Thus,
the term virtual encounter will be used in the paper in relation to a technology-mediated encounter to distinguish it
from a physical direct interaction between the buyer and the seller.

The Nature of the Virtual Service Encounter

The virtual service encounter can be defined as a remote, non-physical, mediated interaction between a
customer and a service provider. This encounter is achieved through the interactivity of both people and online
technologies. Thus, the first characteristic of the virtual service encounter is that it is mediated; that is the
participants do not interact with each other directly, but through the online medium.

The virtual service encounter, as the physical encounter, can further be characterized as interactive.
Interactivity implies the ability to gather and remember the response of an individual and the capability to address
this person taking into account his or her unique answer (Deighton 1996). Thus, during a technology-mediated
encounter, sellers can immediately react to customer responses and tailor their services. For example, a person
trying to purchase an airline ticket through the WWW will be asked the city of origin and destination, the price
range and the dates for the trip. According to this information, different customized options will be offered to him.

The virtual encounter can also be either goal-oriented (eg. online gift shopping) or experiential (exploration of
the Web in search of interesting site experiences) (Hoffman and Novak 1996). Similarly, during the face-to-face
encounter between a buyer and a retailer, the customer can derive either utilitarian or hedonic value from the
shopping activity (Babin et al. 1994). Recognizing the potential of the virtual encounter as providing hedonic value,
many web-based service providers are offering stimulating new experiences, such as games, or interesting graphics,
to increase traffic to their sites. For example, Disney’s web site offers games, songs and pictures of favourite cartoon
characters. Customers can visit it to buy Disney products, book a vacation at a Disney resort, or just for the fun of
exploring this colorful site.

The Physical versus the Virtual Service Encounter
Influence of the environment on the service encounter

The services marketing literature has emphasized the physical nature of the encounter. This has led some
authors to adopt the concept of an expanded marketing mix for services, including the physical evidence as
comprising all tangible cues and the environment in which the service is delivered (Zeithaml and Bitner 1996).
Perceptions of the environment can lead to beliefs, emotions and physiological sensations, which in turn influence
behaviors (Bitner 1992). Furthermore, a cognitive reaction to the environment can be derived from the use of the
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physical environment as an external cue to form beliefs about the quality and other attributes of the service. This is
favored by the intangible nature of services where customers may need the use of surrogate indicators to form beliefs
(Bitner 1992). A store’s atmosphere can also induce emotions of pleasure or arousal on customers, resulting on
approach or avoidance behaviors (Donovan and Rossiter 1982). Therefore, the physical surroundings can generate
emotional, cognitive and behavioral responses from customers during the service encounter.

Similarly, the virtual environment where the technology-mediated encounter takes place can induce customer
responses. The consumer perceives two environments when interacting with the computer: the physical
environment in which he or she is located, and the virtual environment (Hoffinan and Novak 1996; Shih 1998). The
term telepresence is used to describe "the extent to which consumers feel their existence in the virtual space” (Shih
1998, p. 658). A high degree of telepresence would result in the individual's immersion in the virtual environment
leading to positive affective feelings (Shih 1998). The more consumers enjoy the virtual interaction, the more time
they will spend in the web site, browsing and spending money, often returning to the site for further virtual
encounters. The virtual environment can thus generate an emotional response from the consumer.

The technology-mediated environment can also induce a cognitive response from the customer, creating an
image of the service organization in the consumer's mind and producing external cues that can be used to infer
quality and other attributes of the service. For example, the relative sophistication of a service provider’s web site
can be used by the consumer to infer high competence of the seller, and quality of the service to be provided.

The virtual environment can furthermore act on the ability of the consumer to achieve his goal, by minimizing
or increasing the skills necessary to interact with the medium, or by offering elements of diversion, such as links to
other web sites. Web advertisements can also use enticing wording and graphics urging individuals to click on the
banner and move to the web site of the sponsor company. The virtual environment can thus induce a behavioral
response from the consumer.

P1: The technology-mediated environment in which the virtual service encounter takes place will induce: (a) an
emotional, (b) a cognitive, and (c) a behavioral response from the customer.

Further research should be directed at establishing the link between virtual environment and consumer
response and determining the most important elements of the online environment to be used as part of an extended
marketing mix by service providers. These elements might include links to other sites, graphics, pictures, colors,
etc. What specific responses will be induced in customers is another important area for future investigations.

Hoffman and Novak (1996) have recognized the heterogeneity of consumers in their ability to interact with the
online environment, thus providing an important segmentation base. According to these authors, consumers with
lower skills than those required for the interaction will experience anxiety and be overwhelmed, while those with
higher skills might become bored. Parasuraman et al. (2000) have also noted that a customer’s technology readiness
will affect his perceptions of the quality and value of the interaction with technology. Sen et al. (1998) have
proposed web savvyness as a new segmentation variable, referring to the desire of visitors to find state-of-the-art
technology present in the web sites. These authors argue that some individuals novice to the WWW, might be
discouraged by these features. Consequently, individuals will differ in their responses to the virtual environment.
P2: Customers with adequate technological skills to interact through the online medium with the service provider,
will be more responsive to the virtual environment than those whose skills are either insufficient or excessive.

The Service Encounter as Social Interaction

Several authors have recognized the role of the service encounter as leading to social interaction. The service
experience which distinguishes one service organization from another is a result of the unique interaction between
the customer and the service provider (Solomon et al. 1985). Furthermore, the experience of one customer can be
affected, positively or negatively, by other customers (Grove and Fisk 1997. A study by Gwinner, Gremler and
Bitner (1998), recognized that customers may receive social benefits such as friendship, as the result of engaging in
long-term relational exchanges with service firms.. Oliver (1999) has similarly acknowledged that social
relationships may lead to loyalty.

Although the contact between the participants in the virtual encounter is not face-to-face, social interaction is
still possible, especially among customers interacting with the same service provider through the medium. Virtual
communities on the Internet are an example of how online relationships can be created. People with similar
experiences or who share the same interests can come together and form meaningful personal relationships (Hagel
and Armstrong 1997). Participation in a community has been recognized as a factor leading to loyalty as consumers
submit to the judgements and recommendations of the group (Oliver 1999). Thus the social aspect of the virtual
encounter and its potential for inducing loyalty and facilitating word of mouth should not be overlooked. One of the
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most successful examples of a virtual community is The Well. In its web site, this community describes itself as “a
cluster of electronic villages on the Internet, inhabited by people from all over the world.”
(http://www.well.com/aboutwell.html). Members often return to this site to engage in discussions, attend virtual
conferences, swap information or greet their friends online. As participants bring their contributions to the medium,
they facilitate the dissemination of information regarding products and services of interest to members.
Furthermore, an increasing number of Web sites try to encourage visitor's generated content, including bulletin
boards and chat areas for individuals to interact with each other. An important advantage of the Web-based book
retailer Amazon over traditional retailers, is its ability to provide book reviews from other readers.

P3: There is a positive relationship between the degree of social interaction achieved during the virtual service
encounter and the customer’s loyalty to the service provider.

Personalization and Customization of the Service Encounter

The service encounter involves a dyadic interaction of service employees and customers (Solomon et al. 1985).
The face-to-face contact between the buyer and the seller facilitates the personalization and customization of the
service. Mittal and Lassar (1996) define personalization as “the social content of interaction between service
employees and their customers. Thus 'personalization' concerns the manner in which service employees relate to
customers as people - cold and impersonal on the one end to warm and personal at the other” (p. 96). The role of
this interpersonal interaction has been recognized to influence customer satisfaction (Solomon et al. 1985) and
perceptions of service quality (Mittal and Lassar 1996). Customization is different from personalization and it
implies the ability of the service provider to adapt his offerings to meet specific customer needs. In a recent article,
Bitner et al. (2000) have acknowledged the critical role of technology in facilitating this customization. These
authors further argue that increased adaptation and flexibility result on increased customer satisfaction.

The virtual encounter takes place in a technology intensive environment which facilitates both personalization
and customization. Service providers can collect data, which is either provided by the individual or gathered from
his past behavior and purchases. Thus companies selling through the WWW can overtime form very complete
customer profiles that will allow them to provide a personalized and customized treatment to buyers, For example,
web-based music retailer CDnow lets customers design their own web pages according to their stated preferences
and past purchases. Visitors can thus create a music store that is customized to their individual tastes. Early
experiences of web service providers such as Excite, CDnow or Amazon, have concluded that customers who use
the customization options tend to come back more than those who don't (Judge 1998). However, the capture of
information that allows the seller to either personalize or customize his interaction with the customer in the online
environment can be negatively perceived by the consumer as invading his privacy. Concerns regarding
confidentiality and privacy, and the receipt of unsolicited communications, have been considered as negative aspects
of technology infusions (Bitner et al. 2000). Furthermore, Sen et al.(1998) point out that “attitude towards privacy”
is an important segmentation variable for Web users. Thus, further research should investigate how much
personalization and customization in the virtual service encounter is desired by the consumer, and whether there are
differences between individuals.

P4: Personalization and customization of the virtual service encounter will have positive effects on (a) provider
evaluations, and (b) service evaluations, for those individuals who are less concerned about privacy issues.

The Impact of the Service Encounter on Service Evaluations

The service encounter affects customer perceptions of service quality (Mittal and Lassar 1996), and it is
implicit in some of the dimensions of perceived service quality as defined by Parasuraman et al. (1985; 1988). The
“tangibles” dimension of service quality includes physical evidence of the service such as physical facilities,
appearance of personnel, whereas the “assurance” dimension comprises the knowledge and courtesy of the
employees in their interaction with the consumer (Parasuraman et al. 1988). These dimensions of service relate to a
direct physical interaction between the service provider and the buyer. For the measurement of the quality of a
service delivered remotely using technology, previously used imstruments need to be adapted. Specifically, the
ability of the virtual environment to provide represeniations of the service is not sufficiently recognized in the
“tangibles” dimension of service quality in SERVQUAL (Parasuraman et al. 1988). This is a fertile area for
research.

The service encounter has also been found to affect customer satisfaction. Solomon et al. (1985) determined
that customers approach the service encounter with expectations regarding the role of themselves and the service
provider in the encounter. The discrepancies of this expectation to the actual conditions of the encounter will
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ultimately result in satisfaction/dissatisfaction. Several authors (Bitner et al. 2000) have recently argued that
technology enhances customer satisfaction during the encounter, through the ability to offer customization and
flexibility, an effective service recovery and an experience of spontaneous delight. The link between the use of
technology and satisfaction has also been acknowledged by Alba et al. (1997). According to these authors
interactive technologies can provide the consumer with a greater amount of information on product or service
attributes. In some cases “experiential attribute information could be conveyed more effectively electronically than
in-store” (p. 43), as the customer has access to not only seller-provided information, but also to the opinions and
experiences of other fellow consumers. A greater amount of information would allow buyers to make more informed
decisions and give them the ability to predict post-purchase satisfaction. Consequently, the use of online channels
should increase customer satisfaction for those services where more information can be provided through the online
medium.

PS: The ability to receive more information on the service during the virtual encounter will influence customer’s
choice and expectations and thus have a positive effect on customer's satisfaction with the service.

Conclusion

Previous literature on the service encounter has stressed the physical direct interaction between the service
provider and the customer. The advent of new online technologies enabling the remote delivery of services raises
significant questions relating to the applicability of traditional theoretical frameworks to situations where the
interaction between the buyer and the seller is remote and mediated by technology. However, old models should not
be readily discarded but should be used as the basis for contrasting traditional and new mediums. Such comparisons
will facilitate identification of the areas in need of research and will provide solid foundations on which to build
new knowledge.
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Astrology: Its Influence on Consumers' Buying Patterns and Consumers' Evaluations of Products and
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Abstract

The impact of astrological signs on personality traits has often been investigated in the area of psychology.
Every person is born into a specific astrological sign (e.g., Aquarius, Taurus). However, the effect of astrological
signs has not been systematically studied in the marketing literature. Here, we apply the notion of zodiac signs to
explain a) consumers' general evaluations of products and services and b) consumers' buying patterns (i.e.,
impulsive buying and compulsive buying) as personality traits. Following a survey of 239 college student subjects,
we find that odd (e.g., Aries, Gemini) and non-water (e.g., Leo, Virgo) signs are positively associated with
consumers' impulsive buying tendencies. The results also suggest that consumers born under water signs (e.g.,
Cancer, Scorpio) are more likely to show favorable evaluations of services than are those with non-water signs.
Implications and future research topics are also discussed.

Introduction

The impact of personality traits on consumers' buying patterns has been frequently investigated in the
marketing literature. In most studies, researchers find that personality traits are important antecedents for
explaining both patterns of buying behavior and consumers' perceptions of firms' marketing activities. Examples of
such studies include: personality traits (e.g., impulsiveness, compulsiveness, risk-taking propensity, need for
cognition, the role of self) and buyer behavior (Aaker 1999; Faber et al. 1995; Mantel 1999; Rook and Fisher 1995;
Zuckerman 1983) and personality traits and marketing efforts (e.g., branding strategy, products) (Chan & Misra,
1990; Fournier, 1998, Venkartraman, 1991).

Astrological symbolism (i.e., zodiac signs) is one potentially important personality trait that has not been
studied in the marketing literature. In contrast, researchers in psychology and even in organizational behavior have
been consistently interested in studying the relationship between zodiac signs and attached personality traits which
has been called astrological “theories” of personality. Such theories specify the association between astrological
signs and a variety of personality variables.

The purpose of the present study is to investigate the influence of astrological personality traits on consumer
buying patterns (i.e., impulsive buying and compulsive buying) and on consumers' reaction to marketing activities
(i.e., evaluations of product quality and service quality). Here, we adopt two traditional astrological classification
methods: odd/even zodiac signs and water/non-water zodiac signs. A literature review is provided, along with four
resecarch questions, and a survey of consumers is conducted to explore our research themes.

Literature Review and Research Questions
Astrological personality traits

Astrology is built around the idea that personality and destiny are unaiterably predetermined by the position of
the sun, moon, and planets at the moment of birth. That is, an individual’s “sign” or “sun sign” is determined at the
time of his/her birth by the position of the sun in the zodiac, a giant circle which encompasses the yearly path of the
movement of the sun, moon and planets (Pellegrint, 1973). Since the western calendar is based on the laws of solar
and lunar motion, the signs can be ascertained easily the birth dates. For example, all people born under the zodiac
zone of Cancer (June 21 to July 20) are Aries whereas those born from July 21 to Aug 20 are under the sign of Leo.

Each of the zodiac signs is believed to be associated with a set of characteristics and to predetermine the
characteristics of people born under certain astrological influence. Specific traits regarding an astrological sign
assume that people born in any of the twelve signs inherently possess certain personality traits. That is, some traits
are more salient with those born under one sign than in other signs. Jung (1961) contends that much apparently
random variation in human behavior is actually orderly and consistent due to certain basic differences in the ways
people approach their life style. Jung’s (1961) type theory assumes that individuals are born with preference for
some functions over others. Although there is variability in defining the specific characteristics of zodiac signs
among researchers, most.studies in astrology have used two classification systems (i.e., odd/even and water/non-
water zodiac signs) to understand the relationship between astrological signs and their attached personality traits.
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0Odd vs. Even Zodiac Signs

Traditional astrology theory states that when certain zodiac signs are “strongly emphasized” in the birth chart,
there will be a tendency toward extraversion or introversion. Mayo (1978) argues that astrological proposition that
people born with the sun in an odd-numbered sign of the zodiac (i.e., Aries, Gemini, Leo, Libra, Sagittarius,
Aquarius) show a tendency toward extraversion, whereas those born with the sun in an even-numbered sign (i.e.,
Taurus, Cancer, Virgo, Scorpio, Capricorn, Pisces) show tendency toward introversion. According to Eysenck and
Nias (1982), the link of these positive signs with extroversion can be interpreted in terms of active, assertive,
outgoing, dominant, and risk-taking personality traits using Eysenck's biological trait theory. Similarly, negative
signs symbolize passive, self-repressive feminine qualities. Other personal traits that are associated water signs
include sensitivity and moodiness.

Water vs. Non-Water Zodiac Signs

Another area of astrology involves the relationship between a specific group of zodiac signs and the neuroticism
factors. Collating the neuroticism trait with the astrologically linked personality traits, Mayo and Eysenck (1978)
propose that people born with the sun, moon, or planets in the "water" signs of Cancer, Scorpio, or Pisces tend to be
more sensitive and emotional than do people who have the bodies in other elemental signs. Using the Eysenck
Personality Inventory (Eysenck & Eysenck, 1964), Mayo and Eysenck (1978) find that individuals born under water
signs exhibit higher neuroticism scores than do individuals born under other signs.

Psychological personality influences the buying process. In the same way, traits that are astrological personality
traits could influence buying patterns. Impulsive and compulsive buying are two examples that have been long
associated with some psychological traits. Impulsive buyers are characterized as experiencing more of an acute loss
of impulse control when shopping, whereas compulsive buyers suffer from chronic loss of impulse control that
develops into a repetitive pattern distinguished by much more serious consequences (d'Astous, 1990; Faber &
Christenson, 1996; Rook & Fisher, 1995). Impulsive buying is also viewed as a desire for specific items, while
compulsive buyers often lose interest in items after the purchase.

Here we investigate the following research questions:
R1: What are the relationships between astrological personality traits associated with several zodiac signs (i.e.,
odd/even and water/non-water signs) and impulsive buying?
R2: What are the relationships between astrological personality traits associated with several zodiac signs (i.e.,
odd/even and water/non-water signs) and compulsive buying?
R3: What are the relationships between consumers' astrological personality traits (i.e., odd/even and water/non-
water signs) and consumers' general evaluations of products?
R4: What are the relationships between consumers' astrological personality traits (i.e., odd/even and water/non-
water signs) and consumers' general evaluations of services?

Method
Sample

Survey questionnaires were administered to a convenience sample of 253 undergraduates. Questions were
designed to measure consumers' buying patterns (i.e., impulsive buying and compulsive buying) and to assess
consumers' overall evaluations of products and services. In addition, respondents were asked to report their date of
birth to identify their individual zodiac signs. There were 239 respondents (95%, 239/253) after eliminating
incomplete survey responses. Our sample consists of 131 males (54.8%) and 108 females (45.2%)

Measures

Zodiac Signs Subjects' zodiac signs were identified by both their date of birth and self-reported zodiac signs.
The number of subjects in each zodiac sign ranges from 13 to 25. It is interesting to note that women are more
likely to know their correct zodiac signs than are men (¢? = 15.8, p<.05). In other words, 14.2% (34/131) of our
male subjects report wrong zodiac signs whereas only 2.9% (7/108) of female respondents incorrectly identified
their zodiac signs.

There are almost equal number of odd and even zodiac signs: 118 (49.4%) and 121 (50.6%), respectively.
Finally, 28.5% (68) of our respondents are identified as the water signs whereas there are 171 non-water-sign
subjects (71.5%).

Other Measures For the assessment of consumers' impulsive buying tendencies, Rook and Fisher's (1995)
eight-item scale which is Likert-type scale with seven points (strongly disagree/strongly agree) was employed. An
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item of the scale reads: "Sometimes I feel like buying things on the spur-of-the-moment." Compulsive buying
behavior is one dimension of excessive and abnormal purchasing. In order to evaluate compulsive buying tendency,
Faber and O'Guinn's (1992) seven-item Diagnostic Screener for Compulsive Buying was adopted. In assessing
consumers' perceptions of the marketplace (i.e., product quality), Gaski and Etzel's (1986) index of consumer
sentiment toward marketing was employed. Consumers' evaluations of another aspect of firms' marketing activity
(i.e., service quality) was measured using the modified Gaski and Etzel's (1986) index of consumer sentiment
toward marketing.

Results

A series of one way analyses of variance (ANOVA) is conducted to investigate the impact of consumers'
astrological personality traits on purchasing patterns (i.e., impulsive buying and compulsive buying) and consumer
perceptions of the marketplace (i.c., product quality and service quality).

Some evidences of the role of consumers' astrological personality traits are found in the subjects' buying
behavior patterns (see Table 1). First, odd zodiac signs are more likely to engage in impulsive purchasing tendency
than are even zodiac signs (F=4.40, p<.05), whereas there is no relationship found between compulsive buying
tendencies and odd/even astrological signs. Second, the results show that water/non-water zodiac signs do not
contribute to consumers' compulsive buying tendencies. Consumers who belong to water zodiac signs are less likely
lo engage in impulsive purchasing than are those with non-water zodiac signs. Thus, our evidence indicates that
zodiac signs can influence impulsive purchase behavior (R1) but not compulsive purchase (R2) as indicated by
extant scales for measuring these syndromes.

Finally, the influence of consumers' zodiac signs on consumers' marketplace perceptions (i.e., product quality
and service quality) are assessed. First, we find that neither odd/even zodiac signs nor water/non-water astrological
signs play a significant role in consumers' evaluations of product qualities (see Table 3). Second, we find that
odd/even zodiac signs do not influence consumers' general assessments of service qualities. However, the results
suggest that there is significant relationship between consumers' water/non-water zodiac signs and their overall
evaluation of perceived service quality (F=6.16, p<.05). That is, consumers who were born in water-sign period are
more likely to show favorable attitude toward firms' service qualities than are those born in non-water zodiac time.
Thus, we find that zodiac signs do not influence overall evaluations of product quality (R3), but they do influence
overall evaluations of service quality (R4).

Discussion

Astrology has received a considerable amount of interest in the psychology literature. Here, we explored four
research questions that link the notion of astrological signs with consumer activities and perceptions in the
marketplace. The results in the present paper suggest that consumers who were born under even zodiac signs and
non-water zodiac signs are more likely to exhibit impulsive buying tendencies than are those born under even and
water zodiac signs. We also find that consumers who were born under water signs are more likely to show favorable
evaluations of firm's services than are those born under non-water signs.

We find some evidence to link astrology and marketplace perceptions. Here, we adopted only two zodiac
classification methods (i.e., odd/even and water/non-water zodiac signs). Future research might want to employ
other classifications such as fire (i.e., Aries, Leo, Sagittarius), earth (i.e., Taurus, Virgo, Capricorn), and air (i.e.,
Gemini, Libra, Aquarius). Birth location and Chinese zodiac signs are also of interesting topics for future research.
From a marketing perspectives, the role of zodiac signs in consumers' actual marketplace selections is worthy to
investigate since firms have already implemented the use of zodiac signs in consumer market (e.g., Ford Taurus). In
our study we investigated perceptions, but we used existing scales to assess consumer behavior patterns (e.g.,
compulsive and impulsive buying).

Some consumers believe in their zodiac signs and believe that astrology is a powerful, predictive method.
Others don't believe at all in the predictive power of astrology. Here, we focus on the consumers' birth into an
astrological sign. In future studies, it might be interesting to compare believers and non-believers. Does the
marketplace behavior of these two groups vary in some systematic way? Is there a difference between believers in
the Chinese system of astrology and believers in Western versions?

The present study is exploratory in nature. We take some initial steps toward illustrating the potential
application of astrology to marketing. Astrology has a long and controversial history. Marketing is a relatively new
applied social science. Thus, there are interesting areas of intersection (and conflict).
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An Examination of Export Success Determinants Between Manufacturing Andservice Firms Using Artificial
Neural Networks

David J. Smith, Henry Cogswell College
El-Hadi M. Aggoune, Henry Cogswell College

Abstract

This study examines the export performance of 106 randomly selected firms engaged in fabricated metal
manufacturing and engineering services. A mail survey is used inquiring about environmental, organizational,
managerial, strategic, and functional determinants of these exporting firms. A feedforward Artificial Neural
Network (ANN) is selected in addressing two primary research questions. Can industry/performance category
membership of fabricated metal manufacturers and engineering service exporters be predicted? Which determinants
are the most effective in discriminating among the categories of these manufacturing and service firms? The
research suggests that each group’s membership can be consistently and accurately predicted. Also, results further
identify which determinants significantly associate with category membership supported by differences in training
and testing of the ANN and through feature extraction.

Introduction

The study of export behavior and performance has focused primarily on the operational variables associated
with export initiation and export success. In this context, a majority of studies have used manufacturing firms as a
population. It is difficult to find comprehensive empirical analyses of similar variables in a service setting. The
general marketing literature suggests that goods and services require different strategies regarding marketing mix
implementation. However, few studies have examined these operational variables in an international
marketing/export context.

Furthermore, many earlier studies characterized as using a high degree of conceptual complexity failed to
employ a high degree of statistical testing. It has been suggested that in order to avoid misleading or unreliable
research findings, more appropriate and complex statistical techniques should be employed (Albaum & Peterson,
1984).

Literature Review

The identification of key operational variables and their association with export performance continues to
evolve. This study attempts to categorize a selected group of variables that have consistently demonstrated an
association with export performance in earlier studies. The five categories of independent determinants used are
environmental, organizational, managerial, strategic, and functional. These are similar to those used by Ford and
Leonidou (1991). Environmental determinants are variables outside the control of the firm that appear to have a
tangent relationship with export performance. Most of the early literature suggests that these factors are more
critical during the firm’s early decision-making stage regarding whether or not to begin exporting. The most
recurrent environmental variables are identified as cultural differences with export markets (Douglas & Dubois,
1977, Johanson & Nonaka, 1983), government barriers in the host country (Rabino, 1980), infrastructure
development and facilities (Green, 1982; Kaynak & Kothari, 1984), availability of local export services
(Cunningham & Spigel, 1971; Cavusgil & Kaynak, 1982), and degree of competition (Alexandries, 1971; Daniels
& Robles, 1985). Organizational determinants are variables closely linked with the physical attributes of the firm.
Studies indicate that the exporting firm’s structure directly associates with export behavior and performance.
Organizational determinants are within the control of management and have a high correlation with managerial
commitment. These common factors are export divisions within the firm (Burton & Schlegelmilch, 1987), export
policies within the firm (Cavusgil et al., 1979; Bello & Barksdale, 1986), sales volume (Reid, 1985), and number of
employees (Cavusgil, 1976).

Managerial factors are the third group of operatiomal variables examined. Similar to organizational
determinants, these variables are directly associated with management’s behavior, perceptions and expectations
about exporting. Also, the ability to learn from previous international experiences is also present within this
category. The six specific variables are growth aspirations from exporting (Tesar, 1975; Cavusgil et al., 1979,
Cavusgil & Nevin, 1981; Smith, 1999), export orientation: marketing vs. selling (Kaynak & Kothari, 1984),
commitment to exporting (Tesar, 1975; Cavusgil et al., 1979; Czinkota & Johnston, 1983; Moini, 1992; Smith,
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1999), frequency of foreign market visits (Cunningham & Spigel, 1971; Bello & Barksdale, 1986), perception of
export barriers (Tesar, 1975, Bauerschmidt et al., 1985; Axinn, 1988; Smith, 1998), and foreign language
proficiency (Joynt, 1982; Sullivan & Bauerschmidt, 1987).

Strategic determinants are the variables most closely associated with traditional marketing mix decisions.
Management again plays a vital role in determining which strategies will be used in the various marketing stages.
The ability to accurately implement the appropriate mix strategy in an international context directly relates to
export performance. The strategic factors examined in this study are product and packaging adaptation (Johnston
& Czinkota, 1985; Christensen et al., 1987), product advantage (Tesar, 1975; McGuinness & Little, 1981; Moini,
1992; Smith, 1999), product delivery performance (Rosson & Ford, 1982; Grottko & McMahon, 1988), pricing
practice in foreign markets (Kirplani & Maclntosh, 1980; Piercy, 1981; Bilkey, 1982; Christensen et al., 1987),
overseas promotion (Kirplani & MaclIntosh, 1980; Yaprak, 1985), and promotion adaptation (Kirplani &
Maclntosh, 1980). v

Functional determinants are variables that correlate with management’s ability to prepare for new international
markets. The literature consistently shows that successful exporters analyze as much information as possible prior to
entering the foreign market. Management’s ability to collect and synthesize foreign market data is vital to the
export venture. The primary functional factors identified are the availability of export information (Reid, 1984), use
of export marketing research (Czinkota & Johnston, 1983; Denis & Depelteau, 1985), existence and adequacy of an
export market plan (Hunt et al., 1970; Kaynak & Kothari, 1984), and availability of sources to finance the export
effort (Tookey, 1975; Kaynak & Kothari, 1984).

Performance Measures

The examination of export performance is accomplished using an accepted approach of performance
measurement (export sales to total sales ratio) (Gemunden, 1991). Earlier similar studies select an arbitrary export
ratio percentage (10%) as a threshold for successful exporting. This study also uses a greater than 10 percent export
sales to total sales ratio as the indicator of successful export activity for classification purposes.

This study assumes the concept of successful export performance. Various citations in the literature question
success in the context of a measurable outcome (Aaby & Slater, 1989; Moini, 1992). The measures incorporated in
this study are supported by previous literature (Tookey, 1964; Kirplani & Macintosh, 1980; McGuinness & Little,
1981; Cavusgil, 1984; Cooper & Kleinschmidt, 1985; Louter, et al., 1991; Sriram & Sapienza, 1991), but the
questionable subjectivity of success should be noted (Axinn, 1985).

The performance ratio is combined with the two represented industry sectors sampled. This combination creates
four mutually exclusive membership categories: (1) manufacturing — successful; (2) manufacturing — unsuccessful;
(3) service —unsuccessful; and (4) service successful (see Figure 1).

Methodology

The 25 independent variables are grouped by environmental, organizational, managerial, strategic, and
functional determinants as developed in the literature review (see Figure 2). Specifically, the independent variables
arc measured using a Likert scale response format. Artificial neural networks are increasingly receiving
considerable attention in solving complex practical problems in non-engineering areas for which conventional
approaches have proven ineffective. ANN’s have many advantages including data compression, parallel
computation, and ability to learn and generalize. Neural networks are selected as the statistical method because the
research questions involve a highly nonlinear function of several variables and they have been proven to
numerically approximate such functions much easier than conventional methods. The process consists of three
phases, learning, validation, and feature extraction (Bigus, 1996). The ANN approach to data analysis is chosen
because of its ability to consistently and accurately predict membership classification and for providing weighted
analyses of independent (input) variables.

In its basic form, an ANN consists of many interconnected simple processing units, called neurons or nodes,
which form layers. An individual neuron aggregates its weighted inputs and yields an output through a nonlinear
activation function. ANN’s can be divided into two architecture groups depending on the type of node
interconnections. The first type is the feedforward network (see Figure 3) and is used in this study. The second
type is the recurrent network, which is formed by feedback connections of the nodes. The choice between the two
types of the neural networks and the learning algorithms is problem dependent. The feedforward networks
inherently have no time dependence, which makes them good candidates for static nonlinear mapping, pattern
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classification, and function approximation, making them appropriate here. The functionality of an ANN is
determined by modifying the weights of the connections during the learning phase (McClelland & Rumelhart,
1986).

The architecture of the neural networks (number of neurons and layers) has been established through trial and
error guided by the authors’ experience in similar studies. The generalization ability of the trained neural network
was established with no indications of over and underfitting. The criteria for successful use of neural networks are
found through convergence and consistency of the results.

The source of respondents for this sample is the InfoUSA database of American businesses. The specific
respondent groups are identified as fabricated metal manufacturer (SIC 34) and engineering services (SIC 87). The
respondents meet the following conditions: (a) they are not subsidiaries or related to any other firms within the
study; and (b) answers are provided by senior company officials. Five hundred questionnaires were sent out with a
cover letter explaining the purpose of the study. The instrument is found to be reliable with a cronbach alpha of
.7255 while demonstrating validity through previous empirical conclusions.

Results

The survey resulted in a response from 106 firms (21.2%), both manufacturing and service exporters. Twenty-
two (22) of the firms are successful manufacturing exporters (M+), 33 are unsuccessful manufacturing exporters
(M-), 30 are unsuccessful service exporters (S-), and 21 are successful service exporters (S+). Firm responses show
no bias toward region or size. The median age of the firm’s exporting experience is 8.4 years.

Learning

The ANN consists of 25 input neurons (corresponding to the number of independent determinants), 2 hidden
layers with 20 and 10 neurons, and 4 outputs (corresponding to dependent membership classification and scaled
between zero and one 0.20, 0.40, 0.60, 0.80). The learning rate was set at 0.7; the momentum rate was 0.9. The
training set included 102 samples numbered sample 1 through 102. The number of iterations to complete the
learning phase was 4419. The normalized system error upon completion of the training was 0.00001. Using four
selected respondents (7,25,59,84), the results indicate that the ANN learned the sequencing of proper membership
classification (see Table 1). The expected responses (true) and the calculated ANN responses are extremely close
indicating that the patterns have been learned. Although the number of cases in the training set (102) is somewhat
low, results were encouraging nonetheless. The results may have been better if the training set was more elaborate.
However, this would require greater resources (time and money).

Validation

Table 2 provides the results of the validation phase. Validation is done using samples that were withheld in the
learning phase. Using four withheld samples (one from each membership category), response data were entered and
run with the previously learned ANN. The anticipation is that membership category classification is predicted.
Results show that the ANN places the firms into their prospective membership category with almost exact precision
to those established in the training set.

Feature Extraction

When investigating the sensitivity of the independent variables (25 determinants), the following method is
applied: (1) choose a base respondent from each membership category; (2) change one data feature at a time (5
options); (3) run the new samples through the ANN; (4) using the outputs of the ANN, calculate the maximum
change in percent occurring in the dependent variable based on the change in each independent variable.

The results suggest (see Table 3) that independent variables can be clustered into three types (dominant,
moderate, passive). The ability to cluster the determinants allows for the generalization of similarities and
differences among the four membership categories.

Performance Profile

A comparison of the successful fabricated metal manufacturing and engineering services exporters is provided.
However, when examining the variable cluster strengths, many practical conclusions may be formed. The
successful manufacturing exporters are extremely similar to service exporters with regard to having established
export policies in place within their firms and having a dedicated commitment to exporting by senior management.
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These two variable are consistent with earlier export performance literature. The sampled firms are moderately
similar with regard to: (1) the significance of competition in the foreign markets; (2) sales volume; (3) the
frequency of foreign market visits; (4) foreign language proficiency; (5) export orientation; (6) product and
packaging adaptation; (7) product delivery performance; and (8) promotion adaptation.

The major differences in the responses of successful manufacturing and service exporters are found with: (1)
number of employees; (2) the perception of product advantage; (3) the availability of export information; and (4) the
use of export marketing research. The deductions from these results suggest that successful manufacturing
exporters are substantially larger than successful service exporters and also believe they have a product advantage in
their foreign markets. Furthermore, successful service exporters believe there is an abundance of export
information available for their export ventures and also seem to focus on export market research to a greater extent
than the successful manufacturing exporters.

Conclusion

This study’s intent is to determine: (1) if fabricated metal manufacturing exporters’ and engineering service
exporters’ performance can be predicted using 25 established independent determinants, and; (2) which of these
determinants discriminate most effectively among the membership categories. Identifying which determinants are
more influential among category membership also allows for further explanation of the industry/performance
differences.

As expected, the results empirically predict group membership significantly greater than chance. Also, there
are specific determinants that better discriminate among the four performance groups. These results are useful
because they: (1) support carly studies which also predict export activity among various manufacturing groups; (2)
provide insight into differences between the two business sectors; (3) offer an approach for similar research
examining export behavior within/between other industries; and (4) provide a practical benchmark for exporters in
similar industries, comparing their current and potential exporting strengths and weaknesses. Further research in
this area should include the use of longitudinal studies and the development of more operational variables.
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Figure 1
Dependent Variables

Category Membership
M+ Manufacturing firm exporting greater than 10% of total sales
M- Manufacturing firm exporting less than or equal to 10% of total sales
S- Service firm exporting less than or equal to 10% of total sales
S+ Service firm exporting more than 10% of total sales
Figure 2

Independent Variables

Environmental
1 Cultural Differences with Export Markets
2 Government Barriers in Host Country
3 Infrastructure Development and Facilities
4 Availability of Local Export Services
5 Degree of Competition

Organizational
6 Export Divisions within the Firm
7 Export Policies within the firm
8 Sales Volume
9 Number of Employees

Managerial
10 Growth Aspirations from Exporting
11 Export Orientation: Marketing vs. Selling
12 Commitment to Exporting
13 Frequency of Foreign Market Visits
14 Perception of Export Barriers
15 Foreign Language Proficiency

Strategic
16 Product and Packaging Adaptation
17 Product Advantage
18 Product Delivery Performance
19 Pricing Practice in Foreign Markets
20 Overseas Promotion
21 Promotion Adaptation

Functional
22 Availability of Export Information
23 Use of Export Marketing Research
24 Existence and Adequacy of Export Market Plan
25 Availability of Sources to Finance Exporting

Figure 3
Artificial Neural Network Structure

Hidden layer
(20 neurons)

Hidden layer
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Table 1

Selected Results from the Learning Phase

Respondent Outputs M+ M- S- S+

7 ANN 0.195584 0.001273 0.000000 0.000149

True 0.200000 0.000000 0.000000 0.000000

25 ANN 0.000268 0.401587 0.001224 0.002570

True 0.000000 0.400000 0.000000 0.000000

59 ANN 0.000746 0.002240 0.599643 0.000971

True 0.000000 0.000000 0.600000 0.000000

90 ANN 0.000480 0.001129 0.000095 0.800551

True 0.000000 0.000000 0.000000 0.800000

Table 2
Validation Results from the Holdout Samples
Respondent Qutput m+ m- s- st

Holdout ANN 0.1541258 0.001788 0.000000 0.000143
Respondent 1

True 0.200000 0.000000 0.000000 0.000000

Holdout ANN 0.001542 0.427814 0.000000 0.000118
Respondent 2

True 0.000000 0.400000 0.000000 0.000000

Holdout ANN 0.000745 0.002244 0.600014 0.000970
Respondent 3

True 0.000000 0.000000 0.600000 0.000000

Holdout ANN 0.000515 0.000212 0.001344 0.793744
Respondent 4

True 0.000000 0.000000 0.000000 0.800000
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Table 3
Determinant Weights Identified Through Feature Extraction

Unsuccessful (M-)

22,23, 24, 25

Category | Dominant | Moderate | Passive
Manufacturing -15,7,8,9,12,13,15,17 | 4, 11, 14,16, 18,19,21, | 1, 2, 3, 6, 10, 20, 22,
Successful (M+) 24 23,25
Manufacturing -15,9,11,13,17,18,19 3,7,8,12, 14, 15, 16, ] 1, 2, 4,6, 10, 20, 21

Service — Unsuccessful

S-)

5,8,9, 14, 19, 23, 25

2,6,10,12,17, 18, 20,
22

1, 3, 4, 7, 11, 13, 15,
16, 21, 24

Service — Successful

(8H)

7,9, 11, 12, 16, 18, 21,
22,23

2,3,5,8, 13, 15, 19, 20,
24

1,4,6,9,10,14,17, 25

Dominant — greatly influence the dependent variable

Moderate — somewhat influence the dependent
Passive — minimally influence the dependent variable
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A Means-end Approach To Investigating The Influence Of Perceived Value On Consumers’ Purchase
Intentions

David C. Bojanic, University Of Massachusetts
Rajiv Kashyap, Indiana Purdue Fort Wayne

Introduction :

Customer value has become the focus of firm strategy in the 1990's (Chan and Marborgue 1997; Slater 1997).
Managers can benefit by understanding of the confluence of price, quality, and value on customers’ comparative
judgments and intentions to repurchase. A thorough comprehension of these relationships would provide a sound
basis for formulating operations and communications strategies (Vantrappen 1992). Recently, there has been a
good deal of attention given to the use customer value (Band 1991; Gale 1994) in marketing, but there is still a need
to examine the importance of customer value across industries. The purpose of this study is to investigate the
influence of customer perceptions of price and quality on value, comparative judgments, and repurchase intentions
using means-end theory (Gutman 1982; Reynolds and Gutman 1984) for hotel travel.

Background Literature

The central thesis of means-end theory is that individuals are goal directed and use product attributes as a
means to infer desired consequences or ends (Gardial, Clemons, Woodruff, Schumann, and Burns 1994; Gutman
1982). This implies that the benefit or value of a product or service for a traveler is determined by the extent to
which the product or service helps the traveler achieve desired ends as well as the importance of these ends for the
traveler. Zeithaml (1988) proposed a means-end model linking the constructs of perceived price, quality, and
value. According to her model, people evaluate products on the basis of their perceptions of price, quality, and
value, rather than objective attributes such as actual prices or actual quality. Bojanic (1996) attempted to
empirically test the relationships implied by the means-end model using Consumer Reports data for major hotel
chains. The unit of measurement was at the hotel level, representing aggregated evaluations of major hotel chains
by consumers. The most important findings were that customers could perceive comparable value over various
price levels and that value was significantly related to customer satisfaction.

Method

We employed a structural equation modeling approach to investigate relationships between price, quality, and
value, and their confluence on travelers’ comparative judgments and intentions to revisit the property. The data for
the study was based on the responses to a survey mailed to guests of an upscale hotel located in the northeastern part
of the United States. The hotel was located in a major city in close proximity to businesses and tourist attractions.
Guests rated their perceptions of the quality of the room, public areas, and staff and services during their most
recent stay at the hotel. Respondents also recorded the overall value of their stay and rated the hotel in comparison
to similar hotels. The final sample contained 396 observations from respondents who provided information for all
of the variables included in the model.

Resuits

The results of this study support the contention that perceived value can have a significant impact on
consumers’ evaluations of a service experience, and their intentions to repurchase. In this case, as the perceived
value that hotel travelers’ associate with the hotel increases, their comparative ratings of the hotel and likelihood of
revisiting the hotel both increase. It is also important to note that while the quality ratings had some level of a
direct impact on consumers’ comparative ratings, consumers’ intentions to revisit were only affected by quality
ratings through their impact on perceived value and comparative ratings — not directly. This may support the
notion that perceived value is a higher level construct than perceived quality (Zeithaml 1988).
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The Role of Customer Value in Arriving at an Assessment of Satisfaction -
Results of an Causalanalytical Study

Frank Huber, University of Mainz
Andreas Herrmann, University of Mainz

Abstract
The aim of this contribution is firstly to define the nature of the customer value construct and to make a
contribution to the operationalization of this latent variable. Secondly, it was intended that the relationship between
customer satisfaction and customer value should be subject to closer scrutiny. Third to show the relevance of the
construct of interest an empirical study in the car retailing industry was conducted.

Introduction
Very little attention has been paid to value as a determinant influencing purchasing decisions in the existing
literature on marketing (Holbrook 1994; Woodruff 1997). A number of models for explaining the purchase
decisions of consumers do take constructs such as quality and satisfaction with the purchased product or service
into account. However very few researchers have devoted much attention (de Ruyter, Bloemer & Pecters 1997) to
value which, in connection with services, is described by Zeithaml & Bitner as the ”...key competitive factor
defining the way services are bought and sold.” (1996, p. 32). One established outcomie of this work is that the
term customer value represents a complex construct which is not amenable to direct observation but which
influences purchasing behavior and which has very little in common with what we normally understand by value,
that is a simple trade-off between quality and price (Rust & Oliver 1994).

In the following paper, the dimensionality and role of the customer value construct in the context of the
decision for a particular product or service will be subject to detailed discussion in an attempt to close the research
gap revealed by Sinha & DeSarbo (1998). The role played by the construct when use is made of a service as well as
the effects of offering a value-creating service are the focus of an empirical study. The paper ends with a few
concluding remarks and a summary of further possible research work.

The Nature of Perceived Value

As suggested by many researchers, the value of a product or service as interpreted from the consumer’s point of
view is the product of the consumer’s subjective judgment about the product or service offering (Zeithaml 1988). It
is in this sense that Woodruff define customer value as “a customer perception of what they want to happen in a
specific use situation, with the help of a product and service offering, in order to accomplish a desired purpose or
goal.” (1997). Along with numerous other authors they emphasize the value judgment which is the product of
weighing up positive consequences (utility) and negative effects (costs). This research team has also demonstrated
how the comparative process is influenced by the resulting customer value (Gale 1994). However this view is by no
means universally accepted (Danaher & Mattsson 1994; DeRuyter et al. 1997). Reviewing the literature, Holbrook
offers a far broader definition. He regards the term value as representing an “interactive relativistic consumption
preference experience” (1994). Directing attention solely to the way in which utility and costs are weighed up is, in
his opinion, a far too narrow approach to things. Much greater emphasis he believes should be placed on the process
of arriving at a value judgment about an offered product or service in the context of the customer — manufacturer
relationship. The value generated from this interaction can never be either entirely subjective or objective. Holbrook
also takes the view that, for the consumer, the value-adding process is not limited to the use situation but is also
determined by experiences during the pre-purchase and purchase phase. The consumer does not experience the
value so much at the moment of purchasing a product or service as through the consumption of this product. This
then expresses the doubly dynamic character of this construct. On the one hand, value is not limited to a particular
phase of the purchasing process and, on the other hand, needs to be interpreted in the light of customers’ changing
desires during each phase of the purchasing process. Accordingly, value is based on preference, granting priority to
a superior product or service (Holbrook 1994, p 39) as a result of its ability to better fulfill the individual desires of
the would-be purchaser. Preference for a product or service on the other hand is the result of a relative comparison
of appropriate utility criteria as these reflect individual appraisals and the situative context in which the judgment is
made.

Given changing customer requirements and the fact that modifications to the product pallet may not necessarily
satisfy new desires, consumers are not able to assume that products and services will continue to supply them with
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value in the future. As a result, Sweeney et al. (1998) have added a further dimension to the definition proposed by
Holbrook. In the view of this research team, the value of a product or service for the customer arises not only from a
comparison of costs and utility across the entire process of purchasing and using the product or service. Rather,
risks contingent on the realization of cost and utility components also need to be taken into account. Summarizing
these individual aspects, customer value represents the cost and utility components as well as the risks associated
with a product or service throughout the purchasing and utilization phases and is determined by the customer on a
subjective, comparative basis.

The three factors utility, cost and risk are useful in operationalizing the construct under consideration. The utility
gained by the consumer can be given more concrete form on the basis of the research work undertaken by Vershofen
(1959). He developed a utility ladder based initially on the distinction between basic utility and additional utility. In
this respect he believed that a differentiation of utility into its technical and functional components (basic utility)
and intellectual and emotional components (additional utility) is only very broadly reflected in the actual integrated
experience of consumers. In this respect this interrelated whole can only be broken down into successive or discrete
components for purely analytical purposes. For our purposes however it is useful to subdivide utility into functional
utility (practical components) (Holbrook 1994 and de Ruyter, et al. 1997b) and emotional additional utility
(emotional components) (Danaher & Mattsson 1994).

Alongside utility the value of a product or service from the perspective of the customer is also characterized by
the ‘sacrifice’ demanded of the latter (Hartman 1967, p. 310). This sacrifice, as Zeithaml (1988) has noted, not only
includes out-of-pocket costs but also non-monetary costs such as time, transaction, search and other costs. These
costs cannot however be determined in isolation from the product or service (logical components) (de Ruyter et al.
1997), in other words, these are costs which are weighted up against the outcome of the product or service in each
of the phases of the purchasing process and in the use situation (Rust & Oliver 1994). The value construct thus is
represented with emotional, practical, logical and risk components. The individual dimensions do not of course
occur in isolation. Holbrook makes this clear when he states: ”...(a) the dimensions of value are continua admitting
large shaded or gray areas rather than providing sharp dichotomous distinctions, and (b) any one consumption
experience is likely to involve more than one type of value simultaneously” (1994, p. 56). On the basis of our
present state of knowledge the complex of interactions described evince several advantages in comparison with the
operationalizations of customer value drawn on so far: Firstly, non-quality-related attributes or dimensions such as
event uncertainty are taken into account. Secondly, the approach not only embraces logical components, i.e. a
cognitive assessment or evaluation of the consumption situation, but also affective components (de Ruyter, ¢t al.
1997).

Having discussed the operationalization of the construct in some detail, we now wish to know during which of
the product or service provision phases value plays a role for the consumer. Simply to say that the customer is
especially interested in value at the moment the product or service is provided is, given the complexity of the
processes involved in creating products and services, a trivial statement which needs to be defined more closely. In
order to arrive at a more precise statement it is initially necessary to distinguish each of the abstract levels of the
process involved in creating a product or service. We should also note that, following the general elucidation of the
theoretical and definitional groundwork thus far, we now turn our attention to the service sector as the empirical
study relates to motor vehicle-related services.

Hypotheses

Beginning with the assumption that the consumption of services can be characterized as a process, in
Connor’s view the consumer not only assesses the whole transaction, e.g. of a motor vehicle inspection, but also
forms a satisfaction judgment about each of the constituent episodes, such as the process of agreeing a date for the
vehicle inspection (de Ruyter et al. 1997). This consideration conforms with the view of Stauss & Seidel (1997) who
likewise emphasize the fact that judgments are formed at several levels of abstraction. The relationship between
both levels of judgement is described by Rust & Oliver: ”...value, like quality, is an encounter-specific input to
satisfaction”, (1994, p. 10) a relationship which has been confirmed by empirical studies carried out by Danaher &
Mattsson (1994) and de Ruyter et al. (1997). Bearing in mind that episodes may often prove to be very brief in
character, consumers form judgments during this phase of the service process on the basis of the perceived value.
The outcome of each evaluation determines the level of satisfaction with the transaction as a whole (transaction
satisfaction), a consideration which has already been expressed in more general terms in above (Heskett et al.
1994). With regard to the component in which we are interested here, we thus propose the following hypothesis for
examination;
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(H1) Value has a positive influence on transaction satisfaction.

Compensational multi-attribute models can be used to explain how consumers aggregate individual
judgments to an overall judgment. In this context a number of studies have shown that individual partial
judgments differ in their impact on the overall judgment (Danaher, Mattsson 1994).

(H2) therefore states that: Each of the episodes influence transaction satisfaction to differing degrees.

Owing to the integration of the external factor in relation to the creation of the product or service, there is at least a
partial need to establish contact between sellers and buyers, the intensity of which will vary depending on
the process phase (Hentschel 1992). For this reason we would need to examine whether the specified value
dimensions are expressed to differing degrees depending on the respective service phase.

(H3) therefore states that: Depending on the respective phase of the service process the value dimensions represent
the episodes to varying degrees.

Given the service-oriented, multi-attributive conceptualization of the satisfaction concept and the necessity of
subjecting the postulated hypotheses to empirical examination we are faced with three tasks. Firstly, we need to
measure the value of each of the episodes during the course of the service transaction, in other words we need to
determine value from a process perspective (Gronroos 1993). Secondly, determining the relevance of the individual
value dimensions for each of the episodes plays a central role. A third point is the analysis of the relative
importance of the episodes in bringing about transaction satisfaction.

An Empirical Study
Survey design

A process-oriented analysis of perceived value must begin with the development of a suitable survey
instrument. The relevant questionnaire is generated following a detailed analysis of the customer process. In order
to achieve this, a "blueprint” of a garage service was drawn up on the basis of customer observations, expert
discussions with staff from the company involved, the customer’s perspective being taken consistently into account
throughout. Each process element then needed to be combined to form suitable service components or episodes.
This resulted in six episodes: agreement of a service date by telephone, customer service reception, joint discussion
about the vehicle with the qualified customer service mechanic, the accessories shop, payment when the vehicle is
collected, and the transfer of the vehicle to the collection service. Four context-specific items reflecting the generic
value dimensions as well as a statement about transaction satisfaction were formulated for each episode. The
respondent thus supplied 6 (episodes) x 4 (value dimensions) value judgments. Eleven-step monopolar (de Ruyter et
al. 1997b) rating scales were used to record consumer judgments. The survey took place in April 1999 among a
number of authorized dealers for a German automobile manufacturer. Respondents were selected at random as they
entered the motor vehicle service reception area. 200 people were given a questionnaire which had previously been
put through several pre-trials to ensure that it was easily understandable. The return rate was 87%. 22 of the 174
questionnaires returned were invalid either because they had not been completed or because they had not been used
correctly so that 152 questionnaires were available for analysis. In the case of 4 of the 152 questionnaires the first
episode. “agreement of a service date by telephone”, was not evaluated as the relevant informants arrived
spontaneously without an appointment. Only 80 people visited the “accessories shop” as an optional episode in the
customer service process. 72 respondents did not avail themselves of this service and were thus unable to form a
judgement. All the other episodes were evaluated by 152 informants.

Results

Initially a value-oriented dynamic process analysis must begin by considering where the individual service
episodes are placed in relationship to the four dimensions. Emotional, practical, logical and risk-laden aspects
specific to each episode all contribute to an assessment of the respective service process. The confirmatory factor
analysis method is suitable for checking assumed relationships as the value-theoretical foundation of the postulated
model means that we are less concerned with discovering than with examining or confirming a priori assumed
relationships. In the present case, a 6-factor solution was postulated corresponding with the six episodes of the
service process. These six (latent) factors are reflected in the observable episode-specific value dimensions so that a
total of 24 indicator variables are subject to a confirmatory examination. The calculation is based on the covariance
matrix generated from the data. The confirmatory factor analyses initially performed for each construct all confirm
the quality of the indicators used. The global fit of the model, which using the customary indices (GFI, AGFI, NFI,
CFI) was well above what is generally considered the minimal value of 0.9, was good enough to justify retaining the
constructs. Owing to the optional character of the accessories shop and the associated reduction in the number of
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responses an additional model with five factors was also calculated. This model demonstrates somewhat better fit
values than the 6-factor model so that the “accessories shop” episode is not taken into further account. The
examined 5-factor model also demonstrates substantially improved fit values compared with a model which only
represents a single factor.

In addition the factor reliability and the average recorded variance were calculated for each factor. A threshold
value of 0.6 was regarded as the minimum requirement for factor reliability. Average obtained variance on the other
hand should equal a value of over 0.5. In order to check that the measurement is largely unaffected by random
errors, use was also made of the Cronbachs Alpha reliability dimension, for which the figure 0.5 represents a lower
limit. Account must however also be taken of the fact that the Cronbachs Alpha correlates positively with the
number of indicators used (Vandenbosch 1996). For this reason where there are fewer items, fewer values should
also be accepted. With regard to this degree of goodness too the results of the calculations are unambiguous. All the
measurements arrived at fulfill the specified requirements. Neither do the classification results for either the
analysis or validation samples deviate significantly from each other.

As it has become apparent that the each of the episodes are reflected to varying degrees in the various value

dimensions (H3), our interest now turns to whether (H1) and with what intensity (H2) the episode-specific value
judgments determine transaction satisfaction.
Should the postulated causal relationship between value and satisfaction be confirmed, this would above all serve to
bring about a more efficient allocation of resources. Because in order to guarantee efficient resource allocation of
this sort, it is not only important to know which of the value dimensions are especially important in relationship to
each of the episodes. It is also important to know which of the episodes contribute significantly to satisfaction or
dissatisfaction in relationship to the overall transaction. The LISREL causal analysis approach can be used to
examine the postulated relationships.

A logical examination of the coefficients confirms the assumed relationships: the value of an episode has, to
varying degrees, a positive effect on transaction satisfaction. Hypothesis H1 is thus not refuted. In addition there is
clearly a systematic relationship between the relative significance of individual episodes and their respective
occurrence in the service process: The nearer an episode is to the end of the transaction, the greater its relative
significance. This result supports the recency effects in the service process postulated by Parasuraman et al. (1994).
The most recently experienced episodes are obviously retained longest and thus exercise the greatest influence on
the final assessment of transaction satisfaction. Hypothesis H2 which proposes that each of the episodes have a
different influence on transaction satisfaction can thus be rejected.

Concluding Remarks

The aim of this discussion was firstly to define the nature of the customer value construct and to make a
contribution to the adequate operationalization of this latent variable. Secondly, it was intended that the relationship
between customer satisfaction and customer value should be subject to closer scrutiny. Despite its enormous
theoretical and practical importance this relationship has seldom been subject to a detailed analysis. The paper has
clearly demonstrated that this implies a loss of information and can thus lead to the wrong conclusions being drawn.
Rather than summing up in detail we instead offer a brief summary in the form of three theses on the fundamentat
findings addressed above.

Thesis 1: In order to analyze the relationship between customer value and customer satisfaction it is necessary that
customer value is modeled as a multi-dimensional construct.

Thesis 2: The customer value construct is reflected across four dimensions - emotional, practical, logical and risk
components.

Thesis 3: There is a positive correlation between customer value and customer satisfaction: the greater the
perceived customer value, the greater the level of satisfaction with the product or service offered.

The empirical results at which we have arrived are only offered as examples and represents a first step towards
intensifying rescarch into customer value. In our view more research needs to be carried out in particular on
established relationships in other sectors. The postulated linear cause/effect relationship should also be subject to
study as this may be more complex than assumed and may in fact be characterized by non-linear elements. Further
studies ought also to focus not just on the functional form of the relationship but also on systematically measuring
the influence of other moderating factors such as income, age, etc.
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Empowering The American Consumer: Generating Economic Quality Of Life
A. Coskun Samli, University of North Florida

Abstract

This article identifics a series of trends in the American economy that are undermining the consumers’
economic power. Without which consumers’ well being cannot be enhanced. The mainstream American consumer
is being pressured by the financial community, by the increasing complexity of life, job insecurity, by the medical
sector among others. These pressures are leading to increasing prices, decreasing quality, diminishing choice.
Unless we improve the situation, American consumers will be the losers.

Mary Mary Quite Contrary How Does Your Economy Grow?

Not by derailing the current American Markets; not by discrimination; not by allowing anarchy in the economy
and not at all by being inactive in the socio-political and economic arenas. Mary your economy will grow if the
consumers are empowered. If people are given equal opportunity to choose, to advance, to work and to accomplish,
if competition in the economy is not undermined, if economic power is not allowed to concentrate in a few hands
indiscriminately your economy will grow.

In a recent book Lester Thurow (1996) discussed the future of American capitalism. He posited that capitalism
is not likely to implode as communism and other earlier economic systems did. Since it does not have a viable
competitor, people will not be able to rush to another system if they are disappointed with the treatment they receive
from capitalism. However, he claimed that it is not self-destruction or collapse but stagnation that is the danger.
Stagnation here is related to declining competition. Moore (1996) pointed out that American competition is not
what it used to be. It is changing in such a way that it is almost unrecognizable. Indeed, it is difficult to see if the
way American competition is changing will be better for the American consumer. If the American consumer were
to have a better quality of life and if American markets were to make progress, which they are so capable of doing,
American competition must be enhanced, not changed drastically or allowed to deteriorate, and above all the
American consumer must be empowered.

Empowerment, according to Blanchard, Carlos and Randolph (1996), is not giving power to people. It is
releasing the knowledge, experience and motivation that people already have. However, this definition does not go
far enough. Empowerment should also mean making sure that people have equal opportunity in this released
knowledge, experience, and motivation. This article attempts to explore how the American consumer can be
empowered so that the American society can reach a higher economic plateau.

The Role of The Economic System

It does not matter if it is communism, naziism, socialism, or capitalism, the reason for existence of any
economic-political system is to provide the populace with the best possible level of economic well being so that they
can have a better than just a tolerable quality of life. This better than tolerable quality of life is related to how much
freedom of choice the consumers have, and how much consumer education, consumer protection and consumer
information exist in the society. In other words, consumers must have access to the freedom of choice which is
primarily dependent on the level of competition in the economy. If the economy does not display an adequate level
of competition, business and government sectors are not pressured into providing consumer education of consumer
protection and consumer information.

Competition is the essence of consumer empowerment. It facilitates consumer information, consumer
protection and consumer education. These, in turn, make it possible for the economic quality of life in the society to
advance.

Despite all the mass media hype at the writing of this article American economy is not doing nearly as well as
it could. It is necessary to look at it more critically. For instance: at this point in time the unemployment figures
are the lowest they have been in two decades but no one asks: are these people all working full time (40 hours a
week or more) or less than full time? Are they receiving a reasonable pay? What about those who have given up
and yet are still at working age? And what about those who are on the streets? The street people concept is a
relatively new phenomenon which emerged during the past thirty years or so. These are only a few of the questions
that need to be raised.

In order to understand these concepts more clearly, first the two extremes regarding the American enterprise
system needs to be articulated. The first states that the market is a national equilibrium and as such it is sacrosanct.
If left alone it will perform perfectly well. It is a product of divine dispensation. Dugger (1989) points out that such
beliefs lead to enabling myths. Sacrosanctity and perfectness of the market are myths but they enable the upper
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strata in the society to maintain dominance over the lower strata. He further maintains that those who benefit from
the institutionalized status quo (a critical conservative position), believe that they benefit because their personal gifts
or efforts merit it. So, the status quo reflects a natural balance which is not to be interfered with.

The other point of view is, again, stated by Dugger (1989). He points out that the market is an instituted
process. This proposition takes the marketlls sacrosanctity away. If the market is an instituted process then those
who institute it can be held responsible. Further, the unchecked market does not remain the same. Those who have
power gain more power and those who don’t become somewhat desperate. The unchecked market does not provide
opportunities to everyone, does not provide encouragement for those who are disadvantaged to begin with. This
second position is taken in this article. The market needs certain strategic push and pulls in order to perform better
for all.

The Prevailing Derailment of American Markets

At this time, American economy appears to be alright. However, deep down there is a sinister derailment of
American markets that is going on. This derailment is primarily based on the first point of view of the prevailing
American markets, i.e., they are not only natural, but are almost sacrosanct. By not interfering with them and by
letting them without outside interference, these markets will yield the best results. Thus a series of structural
changes are taking placc and representing a derailment process in American markets.

The derailment process that is mentioned above is likely to create a major dilemma for the American consumer
in the short-run, and weaken the total industrial fabric of the society in the long-run. The following section
explores the factors causing the derailment. ‘

The following statements indicate how critical the situation is: Americans are paying far more for less
choice; Americans are paying more for lesser quality service, Americans are allowing a run-away banking system
that is using their money without paying almost no interest and charging them exorbitant fees, Americans are
locked into a medical system in such a way that progressively they are paying more for less and less service; With
the exception of top executives and certain other privilege few, Americans are not holding their own—tTheir job
security is low, other options for horizontal or upward vertical moves are limited; as technological changes take
place and jobs become more demanding, Americans cannot find time and do not have easy access to skill
improvement opportunities.

Thus American consumers are not gaining any power. Instead, they are losing it steadily and systematically. The
dilemma that American consumers are facing is caused by a number of underlying, far reaching and long lasting
factors. Although many aspects of these factors need to be discussed in detail, in this review article only, a brief
discussion of the exhibit will identify the underlying factors that are creating very difficult conditions for American
consumers.

The Mainstream American Consumer

About the middle two fifths of the American society is composed of the mainstream Americans. This is the
middle class. They are reasonably well educated with white collar or specialized blue collar jobs, making around
$35-75 thousand a year. This group is pressured by the financial community, paying exorbitant interest rates on
their credit cards, paying excessive fees to banks who are already using this group’s money almost for free.
Exorbitant professional insurance premiums, and premiums on cars and homes are all making life very difficult.

For this group a particularly important problem area is increasing complexity of life. The tax system, the
communication system including TV, telephone and the internet, the shopping system including shopping centers
and telemarketing, the environmental protection or greening of consumption systems are all contributing to this
complexity.
Large proportions of mainstream Americans are lower or middle managers. With the constant threats of
downsizing, merger and unfriendly takeovers, this sector is feeling very insecure. The mainstream Americans who
arc in this group feel as if they could lose their jobs any day. Such pressures are not conducive to creative-hard
work and increasing productivity. Instead of devoting themselves to their work, they are quite busy with identifying
alternative employment opportunities for themselves. This is taking up tremendous time and energy. Similarly,
because they are forced to change jobs often, they are not becoming a part of synergistic groups that are productive
as a total unit rather than numerous unconnected individuals. These pressures are causing much loss to American
industrial fabric as well as to individuals.

As Americans live longer their medical bills are also becoming larger. The complexity of medical payments,
the high costs of co-payments and profit driven medical service deliverers are all creating tremendous burden on
particularly the mainstream Americans who have aging parents and less than adequate medical insurance. The

117



profit driven medical insurance companies are taking one third of all of the medical expenditures without delivering
any medical service. This situation is making this group almost helpless since they have more difficulty taking care
of aging parents as well as themselves. The medical service costs of this group are increasing faster than their
incomes. Of course this is only part of the picture. At the point of writing this article an estimated 40 million
Americans cannot even get imedical insurance.

Closely related to their job situation, the mainstreams Americans are also facing constant change in their high-
tech related job complexities. Pressures to learn new skills are offset by the pressures to work long and hard hours
to keep their jobs. If they don’t lose their jobs because of downsizing or takeovers they are losing them by becoming
out of touch in their high tech jobs. Thus, the lack of opportunities to improve skills is creating a nightmarish
situation. The mainstream Americans are losing power and status. This is what we typically coin as the middle
class blue collar skilled workers. In real terms their income was stagnant over a 20 year period, from 1977 to 1997.
The lowest fifth, which is composed of unskilled workers and other minimum wage earners, never had any power.
They are experiencing ever worsening conditions.

The Big Is Not Beautiful
The impact of oligopolies

Most of the dilemma factors discussed above are caused by a major development, concentration of economic
power. During the past two decades there has been a considerable concentration of economic power leading to
emergence of powerful oligopolies. The emergence of these oligopolies, is causing a major reduction in
competition. Which, in turn, is leading to increasing prices, decreasing quality and decreasing choice. In fact it is
possible to claim that all of the factors causing the dilemma of the mainstream consumers discussed in Exhibit 1
can be causally related to the oligopolistic tendencies of the American industry.

The outcome of the oligopolistic tendencies lead to a lack in economic progress since: Incomes of large masses
are neglected in favor of a few CEOs; Competition is reduced and/or, in some cases, eliminated; Research and
development activities are reduced so that the resources are used for buying out the competition, Human resource
development efforts in companies have been reduced; Economic power spilled into political power in such a way
that most progressive ideas are blocked in favor of status quo.

Thus, the big is not beautiful and perhaps must be stopped from getting bigger and a burden on the American
society. American markets because of the tendency on the part of the big getting bigger are being moved steadily
from survival of the fittest, to survival of the fattest. Much of this tendency and the resultant enlargement of major
American firms can be traced to the prevailing merger mania.

Merger mania and american markets

As Marino(1997) states: [I predict that todaylls merger mania will be tomorrowlls spinoff schizophrenia. Itlls
astounding and confusing as the chief executive who asked his operating management to write a business plan for
plumbing, the potential profits in Mississippi, without telling them whether he meant the state or the riverPi
The merger mania has been going on throughout the 90s and is accelerating. There was a time (approximately 50s
and early 60s) when companies bought out other companies that are at the brink of bankruptcy and they operated
these companies. In today’s merger mania very large companies that are not efficient and not very profitable are
buying off their leanest and meanest competitors to look good and to eliminate competition. Marino(1997) calls
merger mania an exercise in self gratification. However, [ take a different point of view. I believe it is an attempt
to destroy the industrial fabric of the American society. These people ask the government to eliminate the
regulatory burdens (Getty 1995) and then go ahead and buy out their competition. Hence, reduce or eliminate
competition and become more ineffective and inefficient because of their obscene fatness. The old adage of if you
cannot lick them you join them is revised as if you cannot lick them you buy them.

The companies that are heavily engaged in merger mania are becoming oligopolistic and causing major
problems for consumers. In addition to their regular problems caused by oligopolistic conditions, i.e. being
removed from consumers, being too large and inflexible, these companies are losing track of their core
competencies and are becoming ineffective in the market place. Furthermore, they may discontinue some of their
key products as they shift their focus to other products (Goldberg 1997). This would further cause problems for
consumers by limiting their choice.

Is piracy legal?

Piracy is illegal anywhere else in the world, but is legal in Wall Street. Leveraged buy outs and unfriendly take
overs attest to that. Unfortunately, the fat can freely buy out the lean and nothing can be done about it.
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Empowerment of American consumers is dependent on how much power they have. By allowing the piracy to
continue in Wall Street, the power of the consumer is minimized. This is the derailment of American markets.

Conclusion

American markets are being derailed and American consumers are facing a constantly escalating dilemma.
These problems are not quite so obvious to the naked eye when the economy is doing well. However, if and when
there is a recession or a down cycle in the economy, the results will be devastating. American consumers are being
pressured by: the financial community, increasing complexity of the society, job insecurities, the medical sector, and
finally, the lack of opportunities to improve skills. Behind most of these problems is the unbelievable concentration
of economic power in the hands of a few firms. These firms are creating oligopolistic pressures which are leading
in the direction of increasing prices, decreasing quality and decreasing choice. These conditions do not allow the
American markets to capitalize on their full potential. Hence, the economy does not grow satisfactorily. American
consumers need not lose more power, on the contrary they need to be empowered in order for the economy to make
progress.
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Examining the Relationship Between Consumer Patronage and Selected Relationship Retailing Strategies

Gul T. Butaney, Bentley College
John Stockmyer, Bentley College

Abstract
This paper presents the results of an exploratory study on the relationship between three retailing strategies and
consumer patronage. The results of the study indicate positive correlations between consumer patronage, retailer
service and merchandise return policies. Also, contrary to expectations, there was no correlation between consumer
patronage and preferred status programs.

Introduction and Background

Relationship Marketing is at the forefront of marketing practice today. More and more businesses are
recognizing the importance and need for establishing and maintaining longer term business relationships with their
customers. Programs are designed to identify and attract potentially profitable customers, and to enhance their
lifetime value to the organization. Lifetime value models (Dwyer 1997), however, focus on quantifiable and
financial aspects of the consumer’s business relationships with retail establishments. There may be other types of
consumer responses, attitudinal and/or behavioral in nature, that must be examined before retailers understand the
true value and potential of consumer patronage. Furthermore, the traditional marketing emphasis has been placed
on identifying key customer product related needs, requirements and benefits. Once these needs are identified, the
marketer strives to fulfill them. The result is the creation of a satisfied customer that is likely to become a repeat
customer, who perhaps even spreads positive word of mouth enhancing the company’s reputation. The concept of
meeting or exceeding customer needs which leads to increased patronage behavior is firmly entrenched in the minds
of most marketing scholars and practitioners. However, it is likely that consumers have other motivations, needs
and values that are important drivers of their willingness to establish long term relationships with retailers.

Factors that impact store loyalty have been studied quite extensively in the marketing literature (e.g., Darden
and Reynolds 1971, Westbrook and Black 1985, Baker, Grewal and Levy 1992, Sirohi, McLaughlin and Wittink
1998). These types of studies focus on issues such as: store location, image, product assortment, pricing policies,
merchandise quality and service quality. However, these studies fail todifferentiate between the motivations to
engage in discrete shopping versus relationship shopping. Discrete shopping is characterized by making purchases
solely to satisfy an immediate or short-term consumer need. Relationship shopping entails purchasing which, in the
consumer’s mind, helps to ensure a deeper, more long term relationship with the seller. To the best of our
knowledge, this study is the first to explicitly ask consumers about the kinds of strategies they perceive would most
effective in eliciting their long term patronage with retailers.

Unfortunately, there is little empirical research that addresses consumer motivations to engage in relationship
shopping. Ellis, Lee and Beatty (1993) emphasize the need to examine customer motivations to better understand
the relationship retailing concept. These authors also suggest that in forming relationships with retail businesses,
the possibility exists that both economic factors (e.g., price levels, sales promotions) and non-economic factors (¢.g.,
merchandise return policies, friendly atmosphere and customer service) will influence shoppers’ perceptions of
marketing values. Kwon (1992) suggests that customers’ trust building and attachment behaviors (affective
behavior) are important to the development of long term relationships. Two conceptual papers which appeared in a
special issue of the Journal of the Academy of Marketing Science (1995) devoted to relationship marketing contend
that non-product related needs such as a desire for reduced choice (Sheth and Parvatiyar 1995), or the human need
to obey social norms (Bagozzi 1995) are essential features of marketing relationships. Patronage motivations due to
social, or ethical concerns have been well documented in the literature (Stone 1954; Darden and Reynolds 1971).
Czepiel (1990) also points out the importance of creating personal, economic and psychological bonds with
customers and suggests looking at relationship marketing strategy issues from a social perspective. Lastly, Sheth
and Sharma (1997) suggest than any relationship marketing offer must involve value for the customer that
augments the firm’s core products and services.

In this pilot study, we attempt to gain a better understanding of the concept of consumer patronage and its
determinants in the relationship retailing context. Specifically, two research goals are pursued. The first goal is to
develop a measure of the consumer patronage concept as an outcome of value creation throughrelationship retailing
strategies. The second is to obtain a preliminary assessment of the strength of the relationship between consumer
patronage and three selected relationship retailing strategics. 1t is expected that the strategies under study are
positively related with long term consumer patronage. The three strategies are customer service offerings, liberal
merchandise return policies and “preferred status” programs for customers. The results from this pilot study will
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help to assess the relevance of each of these strategies to a retail program designed to encourage long term
relationships with consumers.

Research Methodology

Research design

The research design was based on the problem solving approach (Ward and Robertson 1973). In the problem
solving approach, specific consumer behavior issues are isolated and appropriate empirical data are brought to bear
on the issue. This type of research design has been used to guide data collection for marketing decision making, for
conceptualizing phenomena of interest and for hypothesis formulation.

Multiple methods were employed to generate information and collect data to resolve the research goals. First, a
review of the marketing literature was undertaken to identify research related to consumer motivations to engage in
long term relationships with retailers. Next, informal interviews with retail store managers were conducted to
identify relationship retailing practices employed by retailers. Then, two focus groups with graduate students were
completed
to help generate a list of indicators of patronage and relationship retailing tactics. Finally, a written questionnaire
was administered to graduate students.

Sample and Data Collection

Retail service businesses and MBA students were selected as the populations for the sample study. The
incidence of relationship retailing has become very relevant in a retail context (Gummeson 1987), although its
earlier origins can be traced to the business-to-business sector. Judging by the recent increase in creating customer
incentives and relatively more targeted communications and direct mail that is currently received from retail service
organizations, it seemed logical to focus on the relationships/patronage issues in the service sector. The use of
MBA students was appropriate for this study for several reasons. First, the tasks required of the subjects were
within the domain of their normal experience. The students have first-hand experience with the types of marketers
andretail tactics used in this study. Second, the goal here was not generalization. The goal was to identify the
domain of consumer patronage, and to test for a significant statistical relationship between one or more of a set of
variables (customer service, return policy, preferred status, long term patronage) for future research. The extent to
which the results generalize to a larger population will be determined by a future data collection. Finally, it was
very convenient and efficient to use students for many phases of the study.

A total of 46 MBA students from a medium-sized college in the Northeast completed the questionnaire. The
subjects were selected randomly at a central location at the college.

Research Instrument

The research instrument contains a series of items that address patronage and relationship retailing practices.
Basically, the subjects are asked to indicate the extent to which they agree or disagree as to how effective several
variables (the relationship retailing tactics) that were listed on the questionnaire would be effective in attracting and
maintaining their long term relationships with a variety of retail businesses. The subjects indicated their responses
on seven point likert-type scales, each with seven possible values ranging from not-at-all-effective (1) to very
effective (7). On the final page of the instrument, the subjects were asked to consider one of their favorite retail
businesses with which they have had a long term association. The subjects then indicated the extent to which they
either agreed or disagreed with five statements reflecting their patronage behavior with respect to their chosen
favorite retail business establishment.

Validity and Reliability of Multi-Item Measures

Principal Components Factor Analysis was performed to check the construct validity of the items measuring
consumer patronage, as well as the items measuring the three relationship retailing strategies. Twenty-three items
were included in the original factor analysis. Six items were dropped due to low factor loadings, or significant
factor loadings (>.30) on more than a single factor. After dropping these six items, a total of seventeen items
remained. An exploratory factor analysis with varimax rotation was conducted on these seventeen items. The
results of the factor analysis obtained a four factor solution, which explained 68% of the variance. All remaining
items loaded cleanly onto the appropriate factors. Please see Table 1 for the item factor loadings. Therefore, we
have some confidence that the measures are each unidimensional, and distinct from each other. As an additional
check on thecriterion validity of the dependent variable (consumer patronage), a single item statement was included
in the questionnaire which asked respondents to indicate if receiving sales calls or promotional material in the mail
would be effective in attracting their business. There was a correlation of -.34 between the consumer patronage
measure and the single item. This suggests that those consumers whose patronage toward specific retailers is high
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are less likely to be influenced by promotional incentives from other similar businesses. This is further support for
the validity of the measure.

To assess the internal consistency (reliability) of the four multi-item scales, coefficient alphas were computed
for each measure, with the exception of the merchandise return measure. The specific items used to measure the
consumers’ patronage (Patron), retailer’s reputation for customer services (Service), merchandise return policies
(Returns), and preferred customer status programs (Prefstat), along with their coefficient alpha levels, are shown in
Table 3. The measures’ reliability levels range between .85, .81 and .88, for Patron, Prefstat and Service,
respectively. The Returns measure consists of only two items, therefore a correlational test of reliability is most
appropriate. The correlation between the two Returns items was +.54. This suggests that all four measures
demonstrate adequate reliability (Nunnally 1978).

Analysis

To examine the nature of the relationship between customer patronage and the Service, Returns, and Prefstat
variables, Pearson correlation coefficients were computed. The results are reported in Table 2. As shown in this
table, only two of the key coefficients are positive and significant (¢ =.05). The correlation coefficient for Prefstat
was not significant.

The strength of the relationship between consumer patronage and Service is moderate to strong, as indicated by
the correlation coefficient of .40. The relationship between consumer patronage and Refurns is also moderate to
strong (r=.41). The relationship between consumer patronage and Prefstat is in the expected direction (positive),
but is not significant at any reasonable level of statistical significance.

Discussion and Implications

An examination of the items that were generated from the focus group interviews with the MBA students and
used to measure (long term) consumer patronage in this study (Table 3) reveals the following types of behavioral
Iesponses:

- The majority of the consumer’s spending in thatproduct category is bestowed upon this (long term relationship)
retailer;

- The consumer is likely to spread positive word of mouth about his or her positive experiences with this retailer;

- The consuner is extremely loyal to their current retailers, and unwilling to switch to others to satisfy his or her
product needs when they occur;

- When product-related needs do occur, the consumer automatically associates this retailer as the solution to
these needs, and

- The consumer visits this retailer frequently.

These behavioral responses represent very significant benefits for the retailers. They should further strengthen
retailers’ motivations to solidify their relationships with profitable customers by pursuing appropriate relationship
marketing strategies. This exploratory study also identifies three relationship-marketing strategies: developing
preferred customer programs, building a reputation for customer services, and the offering of liberal merchandise
return policies.

With a merchandise return policy, the consumer expects the retailer to stand behind the products sold and to
protect customers’ interests completely. A policy of guaranteeing customers their money back for returned
merchandise without any reservation, should be an effective strategy for solidifying the consumer-retailer bond.
The customer would perceive this retail strategy as promoting trustworthy and dependable business relationships.

In designing a retail customer service strategy, the retailer needs to incorporate several customer service
dimensions 1in its strategy, which revolve around how to best respond to, and interact with customers. Retail
personnel must be able to give prompt attention to consumer inquiries and complaints, and furthermore ensure that
their sales and service personnel are friendly and pleasant to interact with. Cumulatively, the customer value
created by both strategies (return policies and customer service) serve to strengthen the retailer’s referent power,
and the consumer’s desire to associate with that retailer over the long term.

The relationship between patronage and preferred customer programs was statistically non-significant. This
finding is surprising as many retailers that we interviewed during the preliminary stage of research believed in the
importance of designing preferred customer status programs to attract and retain their customers. There are several
logical explanations for the non-significant relationship between long term patronage and preferred customer
programs. It could be that there is no significant relationship between the two variables. It seems just as likely,
however, that this finding is unique to the convenience sample that we collected for the study in terms of their
motivations andpatronage behavior. Perhaps future research needs to examine the role of personality or
psychographic variables which might explain why effectiveness of preferred status programs could vary across a
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range of retail formats. For example, consumers who frequent establishments such as Saks Fifth Avenue, or
Citibank may find preferred customer status programs to be more important than those that frequent Wal-Mart or
CompUSA.

Directions for Future Research

This study is important for two reasons. First, it employs a somewhat novel approach by asking consumers
explicitly about what would likely elicit long term relationships between consumers and retailers. Second, the study
provides some insights to retailers regarding specific customer values they need to provide to forge durable business
relationships with their customers. Because of the exploratory nature of
the study’s research design and goals, one cannot draw firm conclusions about consumer motivation factors or
consumer patronage behaviors. The sample is neither representative of the average MBA student, nor of the
average consumer in the U.S.

The results of this exploratory study are, however, certainly encouraging for developing this stream of research
to assist retail service managers in enhancing the effectiveness of their relationship marketing goals. Secondly, the
study is likely to stimulate research on a topic that is of current interest to industry practitioners, faculty members,
and others involved with relationship marketing. In the future, research may focus on the following areas: First, the
attention should focus on identifying several other consumer motivations related to the relationship marketing
concept. Second, the scope of this research should be expanded to investigate the role of various factors that may
account for the differences among various consumers in their responses to relationship marketing tactics. This
future research should specifically examine differences by demographic variables, and psychographic profiles,
including characteristics such as consumer brand consciousness, self image, price and service sensitivity, elasticity
of market promotions, concern for product performance, etc. This research is likely to be fruitful to industry
practitioners in selecting market segments to target and to position their relationship marketing programs and
appeals.

TABLE 1

Factor Analysis of All Scale Items (Factor loadings >.40 shown)

Rotated Component Matrix: Factors 1-4
Scale Items F1 | m | | F4
PATRON]1 .81

PATRON4 .80

PATRONS 77

PATRON3 73

PATRON2 .70

SERVICE4 85

SERVICE2 .84

SERVICE3 .83

SERVICE1 .76

PREFSTAT4 .83

PREFSTAT6 .80

PREFSTATS .70

PREFSTAT2 .69

PREFSTATI1 .65

PREFSTATS3 .61

RETURNSI .83
RETURNS2 .78
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TABLE 2

Pearson Correlations Between Consumer Patronage and Retail Strategy Measures

Variable Patronage Service Prefstat Returns
Consumer Patronage 1 40™ 07 417
Customer Service 1 24" 357
Preferred Status 1 .01
Merchandise Returns 1

" p-value < 0.10 (1-tailed)
* p-value < 0.01 (1-tailed)

TABLE 3

Multiple-Item Measures of Consumer Patronage and Types of Customer Motivations
for Establishing Long-Term Relationships with Retail Business Establishments

Scale Cronbach’s «

Consumer Patronage o =85

1) The majority of my total annual expenditures on this product/servicé is spent with this business
with whom I have an established relationship.

2) I have shared my positive experiences with the retail establishment with my friends, colleagues,
and/or relatives.

3) It would be extremely difficult for competing firms to persuade me to switch from this business
establishment.

4) T automatically associate this business establishment with the product or service they provide.

5) I frequently deal with or visit this business establishment.

Customer Service

1) Have a high level of trust with someone I’ve done business with before.

2) Willingness of the service personnel to help customers with product/service complaints.

3) Obtaining prompt attention to my product/service inquiries.

4) Interaction with friendly sales and service personnel.

Preferred Customer Status

1) Prestigious image and status of the business.

2) Obtaining preferred customer status for my long term patronage to the business establishment.

3) Automatic price protection on the merchandise bought.

4) Opportunity to belong to a preferred customer club.

5) Notification of new product uses and/or helpful new products.

6) Being treated as a member of an exclusive group of customers.

Merchandise Return Policies

1) Liberal merchandise return policies.

2) Guaranteed money-back merchandise return policy.

Note: All items used 7-point Likert scales (1 = not at all effective 7 = very effective).

“Pearson correlation.
124



References
Bagozzi, Richard P. (1995), “Reflections on Relationship Marketing in Consumer Markets,” Journal of the
Academy of Marketing Science, 23 (4), 272-277.

Baker, Julie, Dhruv Grewal and Michael Levy (1992), “An experimental Approach to Making Retail Store
Environment Decisions,” Journal of Retailing, 68 (Winter), 445-460.

Czepiel, John A. (1990), “Service Encounters and Service Relationships: Implications for Research,” Journal of
Business Research, 8, 13-21.

Darden, William R. and Fred D. Reynolds (1971), “Shopping Orientations and Product Usage Roles,” Journal of
Marketing Research, 8, 505-508.

Dwyer, F. Robert (1997), “Customer Lifetime Valuation to Support Marketing Decision Making,” Journal of Direct
Marketing, 11 (Fall), 6-13.

Ellis, Kristy L., Jung K. Lee and Sharon E. Beatty, (1993), “Relationships in Consumer Marketing; Directions for
Future Research,” American Marketing Association, (Summer), 225-230.

Gummeson, Every (1987), “The New Marketing-Developing Long-Term Interactive Relationships,” Long Range
Planning, 20(4), 10-20.

Kwon, Up (1992), “Organizational Culture and Rational Role Behaviors in Service Encounters: An Empirical Test
of Relationship Retailing,” unpublished doctoral dissertation, University of Alabama, Tuscaloosa, AL, 35487.

Nunnally, Jum C. (1978), Psychometric Theory (2nded.), New York: McGraw-Hill.

Sheth, Jagdish N. and Atul Parvatiyar (1995), “Relationship Marketing in Consumer Markets: Antecedents and
Consequences,” Journal of the Academy of Marketing Science, 23 (4), 255-271.

Sheth, Jagdish N. and Arun Sharma (1997), “Relationship Marketing: An Agenda for Inquiry,” Industrial
Marketing Management, 26, 91-100.

Sirohi, Niren, Edward W. McLaughlin and Dick R. Wittink (1998), “A Model of Consumer Perceptions and Store
Loyalty Intentions for a Supermarket Retailer,” Journal of Retailing, 74 (2), 223-245.

Stone, Gregory P. (1954), “City Shoppers and Urban Identification: Observation on the Social Psychology of City
Life,” American Journal of Sociology, 60 (July), 36-45.

Ward, Scott and Thomas Robertson (1973), Consumer Behavior: Theoretical Sources, New Jersey: Prentice Hall,
17-20.

Westbrook, Robert A. and William C. Black (1985), “A Motivation Based Shopper Typology,” Journal of Retailing,
61 (Spring), 78-103.

125



Competition, Satisfaction and Loyalty As Determinants of the Profitability in the Car Retailing Industry -
Results of An Empirical Study

Frank Huber, Andreas Herrmann, University of Mainz
Wayne Hoyer, University of Texas Austin

Abstract

In the present study we propose and empirically test a framework which jointly examines the interrelationships
between product, service and purchase satisfaction as well as service and dealer loyalty and relative effects on
company success. Furthermore, by incorporating process-level measures for constructs such as product, purchase
and service satisfaction, our research not only provides a richer understanding of the antecedents of loyalty but also
practical implications for managers.

Introduction

In an effort to understand and increase customer retention, several key variables have emerged. Foremost
among these are the key concepts of customer satisfaction and customer loyalty. While various studies have clearly
identified the important role of satisfaction and loyalty in producing customer retention and economic success, there
are still remaining gaps in our knowledge. The goal of this paper is to identify the degree to which the various types
of customer loyalty and satisfaction are major factors as well as the nature and intensity of competition in
determining the success of a company. In particular, the following questions shall be addressed:
e To what extent are customer satisfaction or loyalty and the success of an enterprise interdependent?
Are there any differences between individual dimensions of satisfaction or loyalty?
To what extent are dealer-related dimensions of customer loyalty influenced by customer satisfaction constructs?
Are there cross-over relationships between the service and the sales business area?
What influence do central facets of the competition prevailing in the car retailing market have on satisfaction
and the success of car dealers?

Theoretical Background

As mentioned above, the central aim of the present study is to propose and empirically test a theoretical
framework which identifies factors contributing to a company’s economic success. Our framework (Figure 1)
proposes the company success will be a function of three categories of variables: (1) satisfaction (which includes
product, service, and purchase satisfaction), (2) loyalty (both dealer and service loyalty), and (3) the nature of
competition (including intrabrand and interbrand competition).

Generation of Hypotheses
Fornell et al. (1996) argue that the higher level of satisfaction in certain industries (product, service and retail)

of ASCI in comparison to the SCSB and the german Kundenbarometer is a result of the greater competition in the
US company. Where competition is high, as for example in the automotive industry, satisfaction ratings are high as
well. The public agencies, which have a monopoly position, have low satisfaction ratings. The more concentrated
the market, the lesser the degree of competition. According to the Structure-Conduct-Performance paradigm,
market concentration is represented by the existence of only a few firms in the market, sharing relatively high
market shares. These high market shares are believed to reflect monopoly power, which if exerted will hamper
consumer welfare and increases firm performance. SCP supporters suggest that firms in relatively concentrated
industries can “afford’ to lower the quality of their offerings and/or increase their prices, since they face an almost
captive demand. By logical reasoning one could say, that this will result in a lower satisfaction rating of the
consuiers.

H,:  The more intense competition is rated among house brand dealers, the more satisfied are the customers
with the purchase, the product and the service.

H,:  The more intense competition is rated with dealers of other brands, the more satisfied are the customers
with the purchase, the product and the service.

A large number studies have attributed great relevance to the intensity of competition among the factors
influencing corporate success and it is beyond the scope of this paper to discuss of these studies in detail. Rather we
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shall limit our discussion to some of the more recent papers that deal with success factor studies in trade with a
quantitative orientation. Porter (1995) assumes that the intensity of competition will have a negative effect on
€CONOMIC SUCCESS.
H,;: The more intense competition is rated among house brand dealers, the lower the economic success.
H, The more intense competition is rated with dealers of other brands, the lower the economic success.

"Satisfaction" is a complex, theoretical phenomenon which is difficult to measure directly. To
operationalize this construct, it must be subdivided into dimensions which can be quantified by means of directly
observable indicators (Johnson & Fornell 1991). Further, one must differentiate between satisfaction with the
purchase itself, with the customer service, and with the product (Morris 1941, pp. 136-137). According to Boulding
et al. (1993) to gain a better understanding of satisfaction, transaction-specific and global evaluations must be
integrated into a dynamic model of satisfaction (Singh 1991). At a time n (e.g., when evaluating the satisfaction
with the purchase), perceived performance is compared with the consumer’s active expectations. These evaluations
influence not only the overall satisfaction with the product, but also evaluations of different stages in the after-sales
process such as the satisfaction with customer service (Danaher & Mattsson 1994). A theoretical foundation for this
phenomena comes from cognitive consistency theory (Abelson et al. 1968) and/or cognitive dissonance theory
(Beckwith et al. 1978). Thus, if at time n, a person is satisfied with the consulting of his or her car dealer as well as
with the price the dealer made, he or she is motivated to perceive subsequent consumption episodes such that they
are consistent with the initial judgment.

H;: Purchasing satisfaction has a positive effect on product satisfaction and on service satisfaction.
H,: Satisfaction with the product has a positive effect on customer service satisfaction.

A number of previous studies have clearly identified the major importance of customer satisfaction as a factor
determining customer loyalty (Anderson & Sullivan 1993; Johnson & Auh 1998). The resuits of these studies
uniformly confirm the positive effect of customer satisfaction on customer loyalty, despite the fact that the extent of
this connection varies considerably from industry to industry (Fornell 1992). Studies have also found that brand
lovalty can be determined by. purchasing satisfaction (Bloemer & Lemmink 1992; Burmann 1991), customer
service satisfaction (Bitner 1990), and product satisfaction (Bloemer & Lemmink 1992).

H;: Higher levels of purchasing satisfaction lead to stronger dealer loyalty.
Hg: Higher levels of product satisfaction lead to higher levels of dealer loyalty.
H,: Higher levels of customer service satisfaction lead to higher levels of dealer loyalty.

It is interesting to note that most of the studies have focused on dealer loyalty despite the fact that customer
service after the purchase can play a very key role in many product/service categories (including the car industry).
In other words, there are many products which require some sort of servicing at later points in time and satisfaction
with these services can generate loyalty as well. In support, based on an analysis of 369,117 car owners, Spengler
(1987) found an increase of a service satisfaction index from 65 to 85 (max. 100) results in an intended increase of
loyal service customers service of 12%. This leads to the following hypotheses:

H,,: The greater customer service satisfaction, the greater customer service loyalty.

To justify the distinction between dealer and service loyalty Bloemer et al. (1990) can be quoted. They explicitly
noticed, that this is a greatly overlooked fact in the literature. For them satisfaction with the purchase (sales) and the
product were found to be determinants of service service (after-sales) loyalty. In particular, few studies have
examined the nature of the relationship between product and purchasing satisfaction and customer service loyalty
(Burmann 1991). However, it scems logical to conclude that higher levels of these variables could also positively
impact on customer service loyalty.

H,,: The greater the purchasing satisfaction, the greater is customer service loyalty.
H,,: The greater the product satisfaction, the greater is customer service loyalty.

It is generally believed that customer satisfaction and loyalty will have a positive impact on the economic
success of an enterprise. It is logically expected that satisfaction and loyalty will result in either increased sales or
reduced costs (Kotler & Armstrong 1991). However, only a few studies have empirically examined this important
assumption. Some studies have found that both dealer loyalty and customer service loyalty can lead to higher levels
of economic success (Rust et al. 1994).

H,,;: The higher the level of dealer loyalty, the greater the economic success of the company.
H,,;: The higher the level of customer service loyalty, the greater the economic success of the company.
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A remaining question, however, is whether customer satisfaction has a direct causal effect on corporate success
in addition to its effect as an intermediary variable via the indirect link with loyalty. Anderson et al. (1994)
postulate that there is an exclusive, direct functional relationship between customer satisfaction and ROIL.

H,s:  The greater the purchasing satisfaction, the greater the economic success.
H,;: The greater the customer service satisfaction, the greater the economic success.

Note that effects on company success cannot be hypothesized for product satisfaction. For example, a
customer's willingness to recommend the brand in his or her social environment is related to product satisfaction
and primarily divected at the car manufacturer. The increase in regular customers is to the benefit of the whole
marketing organization and focuses on such distributors that render superior services in selling new cars and
customer support. Therefore, only an indirect effect of product satisfaction on the economic success of a car dealer
can be expected which works via an increase in purchasing and customer service loyalty.

Study
Data collection

The data was collected in writing at the end of 1997. This form of interview was chosen because the
respondents were able to give some information only after checking business documents (short-term profit and loss
account; results of the satisfaction and loyalty analysis). Satisfaction and loyalty ratings of customers were
determined by a manufacturer-initiated written poll carried out by an automobile market research company. The
company-related results are made available to authorized dealers of the manufacturer in a processed form several
times a year was used to determine the satisfaction and loyalty ratings of customers. The population this study is
based on was selected from all authorized dealers of one manufacturer in Germany. The answers of 328 dealers
were received four weeks after sending out the 614 questionnaires (target sample), 316 out of which proved to be
uscful for data analysis (actual sample). With the help of isolated and simultaneous cc’-homogeneity tests we found
that there are no significant differences between the population and the actual sample as regards the major attributes
‘type of business’ and ‘region’ at a significance level p = 0.05.

Operationalization

The decision which indicators are used to operationalize these satisfaction components is mainly based on the
study by Burmann (1991). All 11 of these measurement variables were measured on a 7- point scale ranging from
"not at all satisfied" to "very satisfied". Loyalty is typically operationalized in auto industry studies in terms of
univariate measurements. The indicators used here are either related to actual repurchasing behavior (Taylor &
Baker 1994) or to a repurchasing intention (Anderson & Sullivan 1993). Although our loyalty measures are single-
item scales too, there is considerable precedent for using these measures in the context of large-scale loyalty studies
(Mittal, Kumar & Tsiros 1999). In this context the market research company, who carried out a written poli for this
particular car manufacturer, asked the customers about their intention to rebuy another car (dealer loyalty) at the
same dealer and the intention to bring the car for a service or reparing to the dealer (service loyalty). In accordance
with Fritz (1996) we measured the intensity of competition. We therefore refrained from the using of structural
variables in favor of direct interviews which focused on respondents’ evaluations of their global competitive
behavior. Note that the intensity of competition is measured by a direct query in the studies by Gaitanides &
Westphal, (1990) and Fritz (1996). These items were collected using a 5 point rating scale ranging from 1 [[=to a
very small extent]] to 5 [[= to a very great extent]]. We also generated indices to achieve a more precise record of
competitive intensity with authorized dealers of the same brand (dealers, house brand) and of other brands. The
respondents are asked to evaluate individually the competitive behavior of their 5 major competitors, distinguished
by same brand as well as other brand dealers, on 5 point rating scale. The pretest showed that five competitors are
considered adequate even by dealers located in congested urban arcas. The two indexes were calculated as linear
additive indices, divided by the number of major competitors belonging to the same distribution network (1££ n ££
5). The success indicators (Degree of goal attainment in the present with regard to sales and profitability) were
supplemented by two questions on future prospects in the two fields of activity. Respondents used a 5 point rating
scale to answer the subjective items. A subjective success measurement based exclusively on rating judgements is in
line with the procedure in a great number of success factor studies (Homburg 1995) and is supported by the fact that
empirical studies value the validity of success ratings positively (Dess & Robinson 1984).

Results
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To evaluate the model fit, the Normed fit index, and the Comparative fit index give a good impression about
the usefulness of the model. The values of .94 and .95 indicate a good model fit. Furthermore, a RMSR of .10 was
found. All these diagnostics don't allow to reject the model. The calculation of the parameters was done by LISREL
8.3. Figure 2 shows the significant results.

Summary and Implications
Using customer and dealer related data, this article examined the relationship between the structure of the
competition, satisfaction, loyalty and success of a dealer. Results show the following:

o Competition does not determine the satisfaction level significantly. But the inter-brand competition and not the
intra-brand competition has an effect on the success of the new car sales.

e To get a deeper understanding of the cause-consequence chain, we analyzed the determinants of the loyalty in
the sales and the service arca separately. The results clarify the process by which satisfaction with different
product components (core product itself, sales, service) influences different loyalty dimensions. Both,
satisfaction with the product and the service, act as mediators for this link.

e Service and purchase satisfaction have an asymmetric cross-over effect in determining loyalty intentions toward
the dealer.

e The interdependent relationship between customer satisfaction or loyalty determines the success. Surprlsmgly all
loyalty dimension investigated, decrease the success of a dealer. This effects indirectly determines the
consequences of a satisfied consumer.

e For both success areas (new car sales and service) it could be shown, that the more loyal the customers are to
service of a dealer, the less the success. The opposite is true for the satisfaction with purchase of the car. The
more the people are satisfied with this process, the higher is the success of a dealer.

In summary, the results discussed apparently require a strategic reorientation of entrepreneurial target systems
in favor of a stronger emphasis on developing customer satisfaction. This statement is based on the major finding
that at least in the car industry, it is not customer loyalty but customer satisfaction which is the dominant pillar of
business success. While an increase in customer satisfaction will be accompanied by an increase in the success, the
results of the current study show that for loyalty this is not the case. Customer loyalty appears to simply be one
instrumental factor in the complex relations determining success, that have to be taken into consideration for
managing customer satisfaction. Thus, the marketing investments subject to the economic imperative should
therefore be evaluated with a view to their presumptive effects on customer satisfaction. This study has confirmed
the unimportant role of competition among dealers of the same brand for the unsatisfactory success situation in the
car trading business. The manufacturers' strategy of thinning out overcrowded distribution channel systems
therefore must not be continued. A great portion of service-satisfied customers in the customer portfolio are the
dominant pillar of business success in the car trade. This main result of the study this paper puts the frequently
neglected customer service management into the focus of marketing efforts. Service designers are as important as
product designers. The cause-effect chain that starts with satisfaction and reaches via loyalty to success appears to
be less stringent in the new car business. This newly gained knowledge first of all implies for success-oriented new
car management not to forget about customer-winning marketing efforts besides efforts to bind customers.
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Figure 1: The framework for the study
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Satisfaction As A Mediator in The Link Between Service Quality And Service Loyalty

Albert Caruana, University of Malta, Malta
Leyand F Pitt, Curtin University of Technology
B Ramasashan, Curtin University of Technology

ABSTRACT

Service loyalty with its final effect on repurchasing by customers appears to have received relatively little
attention. This study starts by first delineating the concept of service loyalty and proceeds to distinguish between
service quality and service satisfaction. A mediational model that links service quality to loyalty via satisfaction is
proposed. Appropriate measures are identified and a postal survey is undertaken among one thousand retail banking
customers. A response rate of 20.5% is obtained. Results indicate that satisfaction does play a mediating role in the
effect of service quality on loyalty. The effect of a number of demographic indicators on service loyalty is also
reported. Implications are discussed, limitations of the study are noted and possible areas for further research are
indicated.
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A Pedagogical Perspective for Creating Value Via a Better Understanding of Behavioral Demand--Abstract

William B. Dodds, Fort Lewis College
Kenneth A. Hunt, Fort Lewis College

This paper presents the argument that classical economic theory of demand is useful, but incomplete as the
primary pedagogical method of instruction when developing the notion of demand. In addition, it offers an overview
of some of the topics that could/should be presented when discussing the concept of demand. It is not the intention
of this paper to offer a complete description of all the topics that should be presented for a thorough understudying of
demand. Rather, this paper offers a sample of some of the topics that could be presented to augment economic theory
of demand with a generally accepted marketing perspective of demand. What is needed is for these perspectives to be
better integrated and presented in principles of marketing textbooks so that both the students and professors have a
more complete understanding of the construct demand.

Consumers are attracted to buy when the perception of the product benefit exceeds the perceptions of the price
tobe paid. The perspective that demand is contingent on how consumers value the offering should be presented in both
the textbooks used in class and the accompanying lectures. However, classical economic thought continues to dominate
the explanation of consumer demand. However, the failure to recognize the limitations of classical economic theory
and to introduce preferred marketing alternatives such as behavioral demand and demand placed on value, is a
disservice to students. This paper makes a strong argument to de-emphasize the economic position that the quantity
of a product that people will buy depends strictly on the price of that product and place more attention to the value-
demand connection.

The economic perspective tends to be supported much more by the rational choice concept, while the
psychological perspective has often been found in actual consumer behavior. Thus, the economic model with its
assumptions of rational behavior model is useful in the prediction of consumer choice. The behavioral model of
consumer choice is more concerned with the understanding and explanation of consumer choice. The concept of value
in the exchange process focuses upon two marketing variables, namely product/service quality and price. The
transaction between the marketer and the consumer should provide a balance of value for both parties. In this situation,
value may be viewed as the overall goodness of the transaction as seen by each respective party. A marketer may be
seeking to fulfill various goals such as profit, market share, image, industry, leadership, or simply survival, while the
consumer generally wants to satisfy utilitarian, social, or psychological needs. If successful transactions between the
seller and the buyer are to continue, the value for both parties must be fairly equivalent. Buyers’ evaluation of purchases
in terms of how the product’s quality and price are viewed or framed, in terms of gains and losses, influence the
attractiveness of a purchase.
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Learning to Earning: Employer Desired Skills A Call for Action
Mark R. Young, Winona State University

Abstract
Employers expect business graduates to possess functional skills that enable them to be productive. Criticism of
business schools’ ability to provide these skills continues in spite of substantial academic research and efforts to instill
these skills. Methodological issues, implementation issues and employer relevance issues in the current literature are
discussed. Given the Department of Labor’s SCANS and O*Net studies future research should be redirected toward
skill assessment and teaching strategies. '

Introduction

The complaints are loud and clear: “Undergraduate business programs have been criticized for their inability to
inculcate the skills most critical for business success.” (McDaniel and White, 1993) Historically, this primary
complaint levied on business schools has remained constant. Peters and Waterman (1982), Cheit (1985), Porter and
McKibbin (1988), Chonko (1993) and Chonko and Roberts (1996) document and provide summarized complaints from
over 200 hundred articles on the criticism of business schools insufficient attention to developing proper skills. “This
lack of skills (real or perceived) is likely the reason why many marketing and business executives express a preference
for graduates with a liberal arts backgrounds” (Chonko and Roberts, 1996).

Gene Koretz (Business Week, 1997) reports on ‘The Sheepskin Paradox’ a term he uses to describe the increase
in demand for college graduates but only a modest growth in real wages for this labor market. The answer to this
paradox is provided in a study conducted by Fredric Pryor and David Schaffer (forthcoming book “Who’s Not Working
And Why) that reveals possessing a college degree doesn’t determine a graduate’s employment or salary, its the
functional skills they bring to the labor market that determines their success. “Many college graduates,” says Pryor,
“simply lack the reading, writing, and mathematical skills to solve problems that are suppose to go with a college
education.” Graduates without skills wound up with lower paying high school level jobs and those with qualified skills
found high paying jobs which when viewed in aggregate creates the demand-wage paradox. Laura D’Andrea Tyson,
dean of the Haas School of Business at the University of California Berkeley and former chief economic advisor to
President Clinton explains the primary determinant of the growing wage gap in the United States is the increase in
demand for workers with a high level of skills demanded by the Information Revolution. She states, “To use such
technologies well requires high levels of initiative, analytical capability, and communication skills, characteristics that
are unevenly distributed among individuals with the same formal education.” (Business Week, 1998)

Dissatisfaction with current education along with new delivery technology and favorable demographic trends has
turned the $660 billion education industry into an emerging-growth industry that is becoming a prime target for the
private, for-profit business sector. The total number college students is expected to grow to 3.2 million by 2004 and
44% of those students are working adults over the age of 24 that want technical skills (Business Week, 1999).

Within our traditional management education there has been movement toward ensuring business students possess
needed skills as seen in AACSB The International Association For Management Education’s requirement of
educational objectives for each program and the required coverage of certain proficiencies. AACSB’s mission driven
accreditation guidelines suggest soliciting stakeholders input and incorporating the feedback into program
improvements. Frequently this involves a process of surveying employers, recruiters and/or alumni requesting them
to rank or rate lists of skills as to their importance and the schools performance on these skills.

The desired culminating experience for most of our business graduates is career placement. However, historically
business curricula have focused attention on the acquisition of content knowledge and less emphasis on the
development of skills sought by employers. Reasons for not emphasizing basic skills in the business major include -
beliefs that general education is responsible for basic skill development, we don’t have enough time to cover the content
material and skills, too many students to work on presentation and writing skills, and basic skills are irrelevant to the
knowledge they need from an upper level class (Shipp, Lamb, Mokwa 1993).

With over two decades of academic research and interest in employer desired skills why are the above complaints
unanswered? The purpose of this paper is to present a review and critic of the literature on skills required of business
majors, and provide a discussion of methodological issues, implementation issues and employer relevance issues that
should be considered and addressed in future research.
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Literature Review

Numerous formal studies have surveyed key constituencies to quantify the importance of skills business majors
should possess. These studies have surveyed a comprehensive cross section of employers — college recruiters
(McDaniel and White 1993), personnel managers (Gaedeke, Tootelian and Schaffer 1983), vice presidents (Goldgehn
1989), middle managers (Arora and Stoner, 1992), practitioners (Hafer and Hoth 1981; Kimball 1998); advisory boards
(Aiken, Martin, Paolillo 1994); alumni (Ursic and Hegstrom 1985); students (Borin and Watkins 1998) and faculty
(Tanner, Totaro and Wilson 1998). Sample sizes range from in the teens to over five hundred (Kelly and Gaedeke
1990). Almost all studies requested the respondents to rate a list of skills/characteristics on 5 or 7 point ‘importance’
scales. The arithmetic mean was calculated for each item and used as the self-reported importance measure, which
was than rank-ordered to indicate overall importance. This basic methodology has been extended by performing factor
analysis (Lammes, Bennett, Olney, Lammers 1984) to reduce the number of items to fewer dimensions; by utilizing
conjoint analysis (Boatwright, Stamps 1988) or regression analysis (Tomovick, Erffmeyer, Hietpas 1996) to derive the
importance ratings;, by testing difference among means with ANOVA (Leach, Sandall 1995); and by indirectly
soliciting evaluations of skills with Policy Capturing techniques(Tomovick, Erffmeyer, Hietpas 1996).

After two decades of research on employer desired skills what have we learned? A universal conclusion from these
studies (across time, respondents, sample sizes and methodologies) is that communication skills are relatively important
for our business majors. Personality characteristics such as motivation, initiative and self confidence also rise to the
top of the rankings while content specific knowledge tends toward the bottom of the lists. The type of position
(Boatwright, Stamps 1988) and the company (Arora, Stoner 1992) can partially explain variation in importance
rankings. These meager and intuitively obvious findings provide little direction for improving business school’s
preparation of career ready graduates.

Methodological Issues
The above methodologies and end results are analogous to much of the early customer satisfaction research

conducted by researchers, criticized by academics and ignored by practitioners. Some limitations in the research on

employer desired skilis are:

1. Lack of documented and thorough qualitative research to define terms and develop taxonomy of skills. Without
clearly defined terms and taxonomies the selection of skills that impact hiring and career success end up with lists
of items that appear to have face validity but preclude the scientific assessment of construct validity, reliability and
generalizability that allow for advancement in knowledge of the research stream. ‘A Prior’ (Hafer and Hoth 1981,
Tomkovick et al 1996; Chonko and Roberts 1996) and ‘Post Hoc’ (Lammers et al 1984; Boatwright and Stamps
1988; Arors and Stoner 1992) attempts have been made to create categories of skills, however, follow up studies
have not built upon nor seem to accept these taxonomies as general starting points.

2. No distinction among self-reported importance, derived absolute importance and derived relative importance
ratings and which is more appropriate for what kinds of decisions. Self-reported importance measures have face
validity, however, they assume the respondent understands why they like something, add length to the survey, and
can be biased by scale usage effects and halo effects. Derived importance measures reduce survey length and don’t
require the respondent to understand their behavior; however, a greater level of statistical knowledge is required
for interpreting the data.

3. Broad aggregate level of analysis, which washes out discipline-specific and industry-specific results.

4. Sample selection needs to be matched to specific decisions - surveying on-campus recruiters implies their
evaluation of all students; recruiters at a company implies an evaluation of prescreened students; managers
evaluate prescreened and job qualified students.

5. Univariate analysis analyzes each attribute separately losing the overlap among items and relative effects after
accounting for the other variables.

6. Lacks the emotional components and the situational components in the hiring process (knowing someone in the
company, etc.).

Implementation Issues

Whereas the above limitations do need to be addressed perhaps they are overshadowed with a larger more pressing
need of making the results actionable by faculty and students. Schmalensee and Lesh (1999) argue that the lack of
actionability has been, and continues to be, the most important problem facing market research. Researchers may be
more concerned with measuring rather than managing performance of skill acquisition.
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Schmalensee and Lesh (1999) present a seven-step flow chart of how research is connected to action. They argue
that communication at each step is critical for the successful implementation of change. When researchers or managers
see only their part of the process or skip steps in the process the research frequently ends up sitting on the shelf and
no action is taken. Based on their seven-steps the following suggestions are provided to make employer desired skills
research more actionable.

1. Clearly define objectives and verify commitment to action with all key decision-makers before doing the research.
Involve curriculum committees, department chairs, and faculty teaching the relevant classes that may be effected
by the results and generate a consensus on the objectives of the study and possible actions.

2. Design research with action in mind by asking specific questions and including benchmark or comparative
questions. Create specific questions that can be directly related to taking specific actions and avoid general
‘importance’ questions where everything turns out to be highly important.

3. Report results in a clear concise manner tailored to the audience. Use the ‘KISS’ principle and emphasize what
the research says can be done to improve the curriculum.

4. Create effective plans by matching the research and the decision timing, and involving stakeholders in the
planning. Conduct the study with curriculum change dates and catalog copy dates in mind.

5. Involve and motivate employees by aligning plans and incentives. Recognize and reward individual efforts to
achieve improvements in developing the targeted skills and the scholarly activity that can surround teaching
pedagogy and assessment. ‘

6. Support people involved in implementation by helping to interpret the data and making them the heroes.
Clearly communicate why the data is suggesting particular actions and put the focus of attention on the people
acting on the results not the research itself.

7. Track the impact of action and communicate the results. Develop up-front plans for assessing and tracking
changes and communicate the actions and results as often as possible to faculty, students and employers.

Employer Relevancy Issues

Thomas Bailey (1998) argues that academic and industrial skill standards have been largely developed
independently of each other with academic standards often lacking relevance to work and industry standards failing
to specify required levels of achievement on academic skills. Bailey provides the following recommendations for
bridging the gap between academic and industry skill standards.

1. Promote collaboration among employers and academic educators in the development and use of standards.
. Improve the definition and measurement of the levels of academic skills.
3. Develop academic standards so that meeting those standards will indicate individuals’ ability to apply the
relevant academic skills outside the classroom.
4, Systematically experiment with different approaches to coordination of the two sets of standards.
5. Focus on developing appropriate teaching strategies and associated curricula.

From the academic side AACSB business accreditation standards require an understanding of perspectives
(ethical and global issues; influence of political, social, legal & regulatory, environmental, technological issues; impact
of demographic diversity on organizations), foundation knowledge (accounting, behavioral science, economics, math
and statistics) and communications (written and oral). With the exception of communication skills the accreditation
standards provide little assistance in guiding students and/or faculty in areas of employer desired skill development.
Nor does AACSB provide measurable standards that indicate individuals® ability to apply the relevant academic skills
outside the classroom.

The Secretary of Labor, working with Industry, appointed The Secretary’s Commission to Achieve Necessary
Skills (SCANS) who published Learning a Living: A Blueprint for High Performance (1992) which provides the
foundation of skills and competencies (SCANS SKILLS) required by the workplace. These skills (basic skills, thinking
skills, personal skills) and competencies (effectively use - interpersonal skills, resources, information, systems,
technology) are the basis for both School-To-Work planning and for graduation standards at the state and local level.
In addition the Department of Labor’s Employment and Training Administration has developed a very comprehensive
database (O*NET) that identifies, defines and describes job requirements, worker attributes, and the content of 1,100
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occupations. The O*NET database is developed from a skills-based model that focuses on six content areas (experience
requirements, occupation requirements, occupation specific information, occupational characteristics, worker
characteristics, worker requirements) of occupations. O*NET provides standardized descriptions of occupations, skills,
characteristics, and requirements that can help improve communication and bridge the gap between industry and
academics.

A Call For Action

Faculty and students must be made aware of employers’ strong desire for highly skilled employees and the
wage and career consequences of lacking those skills. SCANS and O*NET provide a tremendous wealth of
information for defining and identifying skills relevant to specific jobs. These data sources can provide the foundation
and direction for designing curriculum for career specific majors. Given O*NET’s extensive knowledge of necessary
skills for specific jobs academic research’s greatest opportunity for significant contribution maybe developing skill
standards and assessment techniques for our majors career specific skills. Academic research should also focus on
developing appropriate teaching strategies that are consistent with the different kinds of knowledge and skills required
by our majors.

References

Aiken, Milam, Jeanette Martin, Joseph Paolillo (1994), “Requisite Skills of Business School Graduates: Perceptions
of Senior Corporate Executives,” Journal of Education for Business, (January/February), 159-162.

American Assembly of Collegiate Schools of Business (1994), “Achieving Quality and Continuous Improvement
Through Self-Evaluation and Peer Review: Standards for Business and Accounting Accreditation,” Guidelines for
Accreditation, St. Louis, MO: American Assembly of Collegiate Schools of Business.

Arora, Raj and Charles Stoner (1992), “The Importance of Skills of MBA Students Seeking Marketing Positions: An
Employer’s Perspective,” Journal of Marketing Education, 14 (Summer), 2-9.

Bailey, Thomas (1998), “Integrating Academic and Industry Skill Standards,” Institute on Education and the Economy
Brief, 18 January.

Boatwright, E.W. and Miriam Stamps (1988), “Employers’ Importance Ratings of Student Characteristics: A Conjoint
Analysis Approach,” Journal of Marketing Education, 19 (Summer), 74-78.

Borin, Norm and Harry Watkins (1998), “Employers Evaluate Critical Skills of Today’s Marketing Undergrads,”
Marketing Educator, 17 (Summer) 1.

Business Week (1997), “The Sheepskin Paradox,” (October 6) 30.
Business Week (1998), “Why The Wage Gap Just Keeps Getting Bigger,” (December 14), 22.
Business Week (1999), Industry Outlook 1999 Services”, (January 11), 132-133.

Cheit, Earl (1985), “Business Schools and Their Critics,” California Management Review, 27 (Spring), 43-61.

Chonko, Lawrence (1993), “Business School Education: Some Thoughts and Recommendations,” Marketing Education
Review, 3 (Spring), 1-9.

Chonko, Lawrence and James Roberts (1996), “An Innovative Introduction to Business Course: Marketing The Skills
That Marketing Majors (and Others) As Business Majors Will Need For Success,” Marketing Education Review, 6
(Fall), 53-70.

Gaedeke, Ralph, Dennis Tootelian, and Burton Schaffer (1983), “Employers Want Motivated Communicators for
Entry-Level Marketing Positions: Survey,” Marketing News, (August 5<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>