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ABSTRACT

Despite the increasing importance of business-to-business loyalty, distributor loyalty
(loyalty between a distributor and a supplier) has attracted very limited academic
research. This these develops and test the construct of distributor loyalty through a
synthesis of the related fields of customer loyalty and commitment.

The thesis comprises seven chapters that outline three phases of research. Phase one
involves the development of a provisional conceptual model through a combination
of deductive and inductive approaches. The second phase describes the process and
results of developing and testing measures for use in the model. The final phase
outlines the empirical testing of the model on a sample of 151 respondents (27%
response rate).

The research uses a positivist ontological paradigm, and adopts a foundationalist
epistemological perspective that means the majority of the data analyses are
empirically based. Initial tests validated the conceptual model. However, refinement
of the model resulted in improved performance, with the explanation of variance
rising to 58%.

The revised model comprises: a) three antecedents (trust, satisfaction and shared
values); b) a moderating variable (contractual obligations); and c¢) a two-part
dependent variable, where the behavioural component (repeat purchase behaviour
[RPB]) mediates the relationship between the antecedents and the attitudinal
component of the dependent variable (absolute attitude). Significant interactions were
confirmed between: a) satisfaction and contractual obligations, b) trust and RPB, and
¢) shared values and RPB.

The research represents an important start to the development of a robust theory of
distributor loyalty in three ways: a) the related fields of customer loyalty and
commitment have been synthesised to identify contributions to the conceptualisation
of distributor loyalty; b) how distributor loyalty is perceived and conceived from a
practical perspective has been determined by interviewing industry suppliers and
distributors; and c) a conceptual model of distributor loyalty has been developed and
empirically tested.

The study concludes that further research into distributor loyalty is imperative if we
are to build a comprehensive theory about the nature and components of distributor
loyalty. Further research is especially important because it will investigate a
research field that is in its infancy.
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CHAPTER ONE
INTRODUCTION AND INDUSTRY OVERVIEW

1.1 Background to the Research

Consumer loyalty is a much sought asset in contemporary business. The prevalence
of programmes designed to increase customer loyalty in the later decades of the 20th
century signals the perceived importance of customer retention to organisational
profit. The evidence that loyalty pays handsome dividends is well established (Mark
& Silverman, 1992); it costs five to seven times more to find new customers than to
retain existing ones (Dowling & Uncles, 1997; Stuebring, 1996); and a 5%
improvement in customer retention can improve the net present value of a customer

by up to 95% (Reichheld, 2001).

While evidence of the benefits of building and retaining loyal customers is clear for a
manufacturer or retailer, the evidence of benefits for the customers themselves is less
convincing. In a consumer environment, being a loyal customer is regarded as being
lazy (Miller, 1998) or even “stupid” (Rosenspan, 1998, p. 24). To address the
perceived inequity, loyalty programmes typically attempt to create reward-based
programmes, which are criticised as being little more than bribery programmes
(Butscher, 1998).

While creating loyalty programmes is relatively easy, creating true loyalty appears
more challenging. Loyalty programmes based predominantly on tangible incentives
can at best create loyal behaviour. But even this behavioural goal is rarely achieved.
Polygamous loyalty is rife. For example, by 1993, airline customers belonged on
average to more than three airpoints programmes (Dowling & Uncles, 1997). Indeed,
Rosenspan (1998) opines that loyalty is becoming a rare commodity in every human

situation.

To build genuine loyalty requires an understanding of what loyalty is and how it is

formed. Academic attention to the field of customer loyalty dates back to the



pioneering work of Copeland (1923). However, it is only recently that conceptual
models of customer loyalty have been developed. These models incorporate both

behavioural and attitudinal components (O’Malley, 1998).

The customer loyalty field can be divided into a number of sub-fields such as store,
brand, service and vendor (distributor) loyalties (Dick & Basu, 1994). A great deal of
emphasis has been placed on investigating brand and store loyalty in the past 50
years. In contrast, little attention has been invested in understanding how loyalty
operates in business-to-business relationships, such as that between vendor, or
distributor, and supplier. This thesis therefore explores the field of distributor loyalty,
defines and conceptualises the construct, and ascertains how customer and distributor

loyalty differ.

1.2 Outline of this Thesis

1.2.1 Chapter One: Introduction and Industry Overview

The first chapter provides a background and framework for this thesis beginning with
a brief history of loyalty research. The research problem is identified, along with a
rationale for the research. The chapter concludes with sections on the methodological

paradigm, definitions of terms, and delimitation of the research.

1.2.2 Chapter Two: Social History and Economic Context

Chapter two presents an historical overview of loyalty that illustrates the changing
nature and role of loyalty in a societal context. The overview begins by tracing the
origins of the requirement of people to trust and how this need has increased since
much of society has moved from self-sufficiency to inter-dependence. Similarly, the
function of loyalty through history is outlined, from five centuries ago, when the

word loyalty was introduced, to present-day Western society.



1.2.3 Chapter Three: Literature Review

The literature review encompasses extant literature from the separate fields of
customer loyalty and commitment. The review includes conceptualisations,
definitions and measures of the constructs in the literature. An integration of the two

fields concludes the chapter.

1.2.4 Chapter Four: Phase One Research

Phase one of the thesis research involves developing a conceptual model of
distributor loyalty. The chapter begins with identifying the gaps in our knowledge
about distributor loyalty, followed by the research subject and its environment. The
method and results of this first phase of the research are subsequently outlined. The
preliminary conceptual model is then integrated with the existing loyalty and

commitment literature to develop a conceptual model that can be empirically tested.

1.2.5 Chapter Five: Phase Two Research

Phase two of the research is the development of measures to test of the conceptual
model, beginning with a review of existing measures. The method and results are
presented and the measures for the antecedents and dependent variable, represented in

the conceptual model, are developed.

1.2.6 Chapter Six: Phase Three Research

Phase three involves empirically testing the conceptual model, and the chapter begins
with an outline of the theoretical rationale. The method and results are presented and

the chapter concludes with a preliminary discussion.

1.2.7 Chapter Seven: Conclusions and Implications

Chapter seven commences with a summary of the research hypotheses, assumptions,
and findings. There follows an outline of the conclusions about distributor loyalty,
then theoretical and practical implications. The limitations of the research are then
presented. The final section of the chapter outlines broad conclusions about the

research.



1.3 The Research Problem

Scientific research currently lacks an integrated conceptualisation of distributor
loyalty. This lack, combined with a dearth of distribution loyalty measures,
underscores deficiencies in our knowledge about distributor loyalty. In particular,
while distributor loyalty and customer loyalty are proposed to be related (Dick &
Basu, 1994), we do not know how distributor loyalty differs from customer loyalty.
Indeed, the gaps in our knowledge are fundamental at present. We do not know how

distributor loyalty should be conceptualised or measured.

Therefore this thesis aims to identify how distributor loyalty should be
conceptualised. Essentially it will be presumed that while customer loyalty shares
common aspects with distributor loyalty (e.g. a dependent variable composed of
attitudinal and behavioural components), the differences between the two loyalties
result from the greater relational emphasis required in attaining distributor loyalty.
This greater relational emphasis explains the differences in antecedents between the
two constructs. There are two critical gaps in the current literature that merit close
attention. Firstly, valid and reliable measures of distributor loyalty are not available
and need to be developed. Secondly, the differences between customer loyalty and
distributor loyalty are not apparent and must be identified. The research will address

these two core areas.

1.4 Rationale for the Research

The benefits of attaining customer loyalty are well established: loyal customers are
more valuable to a company than non-loyal customers. While the majority of
academic research has focused on the aspects of customer loyalty that centre on the
end consumer, considerable value is represented by business-to-business relationships
such as that between a supplier and a distributor. Indeed, the function of a distributor
can be fundamental to the delivery of a value proposition from a supplier to the end
customer. This view of distributor function constitutes the essence of the present

research problem.



The research problem is important on both theoretical and practical grounds. Firstly,
business-to-business relationships have not been fully investigated within a loyalty
conceptual framework before. Historically, business-to-business relationships have
been studied using commitment as the dependent variable. Consequently we have no
understanding of how distributor loyalty should be conceptualised. Secondly, there
are no scientifically valid measures of distributor loyalty available, which seriously

limits the capacity of researchers to investigate this important field.

At present, practitioners (i.e. suppliers) are relying on instinct and practical
experience to develop and manage loyal business-to-business relationships. The
research firstly will provide practitioners with an understanding of the antecedents
that must be effectively managed to build distributor loyalty. Secondly, it will
generate valid measures of the attitudinal and behavioural components of distributor
loyalty. Finally, it will equip practitioners to use and improve their capacity to

develop loyal relationships with distributors.

1.5 Contribution to Knowledge

The construct of distributor loyalty has received limited attention in the academic
literature. This thesis makes three major contributions to knowledge: a) the related
fields of customer loyalty and commitment are synthesised to identify how they can
contribute to the conceptualisation of distributor loyalty; b) practitioners are
interviewed to ascertain how distributor loyalty is perceived and conceived from a
practical perspective; and c) a conceptual model of distributor loyalty is developed

and empirically tested.



1.6 Research Paradigm

1.6.1 Ontological Perspective

Ontology involves identifying the assumptions made about the world, that is, it is a
specification of a conceptualisation (Gruber, 1993). The thesis research has adopted a
positivist ontological paradigm, which entails seven key assumptions: a) the world is
external and objective, b) the observer is independent, ¢) science is value free, d) the
focus is on facts; e) the observer looks for causality and fundamental facts; f) the

observer uses deduction; and g) the observer operationalises concepts to measure.

1.6.2 Epistemological Perspective

Epistemology requires identifying assumptions about the relationship between the
knower and the known, that is, what distinguishes true knowledge from false
knowledge. The thesis adopts a normative approach, which accepts that the quality of
the reasons of a belief is what converts true beliefs into knowledge (Klein, 2005).
Within the normative tradition, a foundationalist approach is adopted, that is, reasons
rest on a foundational structure comprising basic beliefs (Klein, 2005). Within the
foundationalist approach, an empiricist perspective is adopted, that is, knowledge is a
product of human experience (Heylighen, 1993). The empiricist approach is core to
scientific enquiry and includes five core assumptions: research is a) independent, b)
based on large samples, c) involves testing theories, d) utilises experimental design,

and e) requires verification.

1.6.3 Methodological Perspective

The adoption of an empirical epistemological paradigm for the research required
using a quantitative methodology to establish validity, reliability, and generalisability

of the research findings. Three phases of research were undertaken.

Phase one, the development of a conceptual model, was undertaken using a
combination of inductive and deductive approaches. Inductive enquiry was adopted to
develop the provisional model from the experience of industry practitioners

(distributors and suppliers). A deductive approach was then undertaken when the



provisional model was integrated with the extant literature to develop a finalised

model for testing.

Phase two, the development of valid and reliable measures to test the conceptual
model, utilised quantitative methods. Phase three, the testing of the conceptual model,

was undertaken using self-reported, cross-sectional data collected from a sample of

distributors.

In summary, a positivist ontological paradigm is adopted in the thesis. The
epistemological paradigm is one of empiricism, which is found within the
Soundationalist branch of the normative approach. The methodological paradigm is
predominantly quantitative in approach, however, a qualitative approach is utilised in

the development of the practitioner’s conceptual model.

1.7 Definitions of Concepts and Terms

1.7.1 Loyalty

The Concise Oxford Dictionary (1983) defines loyalty as: “true, faithful, to duty, love

or obligation: faithful in allegiance to Sovereign, government or mother country.”.

1.7.2 Customer loyalty

Oliver defines customer loyalty as: “A deeply held commitment to rebuy or
repatronise a preferred product/service consistently in the future, thereby causing
repetitive same-brand or same brand-set purchasing, despite situational influences
and marketing efforts having the potential to cause switching behaviour.”. (1999,
p- 34)

1.7.3 Distributor loyalty

The definition of distributor loyalty is a modification of Oliver’s 1999 definition of
customer loyalty: “A deeply held commitment to [consistently source]

products/services [from a supplier] in the future, thereby causing [same—supplier]



purchasing, despite situational influences and marketing efforts having the potential

to cause switching behaviour”.

1.7.4 The Life Insurance Industry

The life insurance industry is one that supplies products and/or advice to end-
customers that involve the recommendation of life insurance and contractual savings

product solutions.

The definition is limited to exclude: a) fire and general products insurance sales, for
example house and car insurance; b) financial planning advice that results in the
recommendation of investment products, for example managed funds; ¢) mortgage

products and other “banking” financial services, such as savings and cheque accounts.

1.7.5 Distributor

A distributor is defined as an intermediary who, through a contract with a supplier,
has the right to engage in marketing and selling a supplier’s product to an end
customer. (Note: in the context of this study, ownership of the service does not pass
onto the distributor. Therefore the distributor’s role is one of an intermediary not a

retailer).

1.8 Explanations of Terminology

1.8.1Distributor

As life insurance is the subject of the research, the term distributor is used to describe
the role of the intermediary in marketing, selling and servicing life insurance sales.
The life insurance industry usually refers to these people as brokers, advisers, or
agents. Beyond the life insurance industry the role of distributor is sometimes

referred to as that of a vendor (Dick & Basu, 1994).

1.8.2 Supplier

In the thesis context of life insurance, supplier describes the entity that supplies

financial service products for a distributor to sell. While most suppliers manufacture



the products they sell, a growing number are including products in their range that are
manufactured by other organisations. Therefore supplier and manufacturer are not

necessarily the same entity.

1.8.3 Contractual Obligations

Contractual obligations are the legally binding agreement between a distributor and a
supplier that define the amount of a distributor’s business that must be placed with
that supplier. The degree of contractual obligations between a distributor and a
supplier vary considerably from a broker (who has no contractual obligations)
through to an employee of a supplier (who is typically contractually obliged to place

100% of his or her business with the supplier).

1.8.4 BDM

Business development managers (BDMs) are employed by suppliers to manage the
relationship between a supplier and a distributor. BDMs are the frontline contact
between a supplier and a distributor with key responsibilities that include developing
relationships with new distributors and providing added value to existing distributors

to ensure growth or at least maintenance of the relationship with the distributor.

1.8.5 RPB

Repeat purchase behaviour (RPB) is a term commonly utilised in customer loyalty
literature to classify the loyal behaviour of a customer. Purchasing a product on

multiple occasions is normally a prerequisite for the determination of loyal behaviour.

1.9 Delimitations of Scope and Key Assumptions

1.9.1 Industry

The research was conducted within the New Zealand life insurance industry. While
this market shares similarities with most developed nations’ insurance environments,
the levels of regulation found in the New Zealand industry are lower than those found

in comparable markets such as Australia and the United Kingdom (UK).



1.9.2 Locations

This study is undertaken within the geographical boundaries of New Zealand. Phase
one of the research utilises distributors in Auckland and Tauranga. Phases two and

three of the research encompass distributors across the country.

1.9.3 Unit of Analysis

The unit of analysis selected for investigation in this thesis is the most senior
distributor of life insurance products within each distribution organisation. In most
circumstances, this person is also the proprietor or a partner in the business (the only
circumstance where this is not the case is when the respondent is an employee of a
large financial institution such as a bank). In all circumstances the respondent’s
primary function is to personally distribute life insurance products, that is, they are

primarily “salespeople” rather than “managers” of people.

1.9.4 Environmental Factors

The majority of the data collection for this thesis was undertaken in 2000 and 2001.
On reflection this was a period of significant rationalisation in the New Zealand life
insurance industry. During this time two of the largest suppliers merged resulting in
an upheaval of a number of supplier—distributor relationships. Consequently, it is

possible that this environmental factor impacted on distributors’ evaluations of their

loyalty to the two affected suppliers.

1.10 Summary

This chapter has laid the foundations for the thesis research. It has introduced the
research problem (how should distributor loyalty be conceptualised?) and the
research questions and demonstrated a rationale for the research. A definition for
distributor loyalty modified from Oliver’s (1999) definition of customer loyalty has
also been presented. A positivist ontological paradigm and entomological paradigm
of empiricism is adopted for the research. The methodology has been confirmed as
predominantly quantitative and deductive, although qualitative and inductive

approaches are also utilised for the practitioners’ conceptual model. The case for
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adopting a pragmatic methodological approach has been argued. Definitions and
explanations of the terms applicable to the present study have been presented along
with the delimitations of scope and key assumptions. On these foundations, the thesis
can proceed with a detailed description of the research, beginning with an historical

overview of loyalty.



CHAPTER TWO
SOCIAL HISTORY OF LOYALTY

2.1 Etymological Background
The form of the word loyal in the English language can be traced back to the French
word loial, which means to be faithful. In turn loial is based on the Latin word
legalis, which translates as legal. The word loyal was introduced in English following
the Norman Conquest, during the feudal phase of social order. The earliest
appearance of the word in its present-day form can be traced back to the year 1531,
although variants of the French form were used in English writing before then. One
of the early senses of the term loyal connoted “being faithful in carrying out [legal]

obligations”. (Onions, 1996)

From this brief outline of the roots of loyalty, some observations can be made. Firstly
loyalty, as an English word, has existed for the past five centuries. However, the
relatively recent history of the word does not preclude the existence of the concept
prior to specific spelling being prescribed. Secondly, the earliest examples of loyalty
show a sense of carrying out legal obligations faithfully. More general meanings of
loyalty, such as in “consumer loyalty”, which exist with no legal basis for being

faithful, have superceded this constrictive early use of loyalty.

2.2 Sociological

The transformation of society from the hunter—gatherer based, kinship-structured
social order to the complex web of social and business structures that constitute
modern bureaucratic society has been facilitated by the interpersonal construct of
loyalty (Broom & Selznick, 1977). As society evolves towards co-dependent
existence, humans are increasingly reliant on others for survival (Black, 1984). For
example, modern families must rely on a multitude of other people to provide their

food, clothing, shelter, power, employment, and transport in comparison with their



historical and agrarian ancestors who were self-sufficient in the earliest phases of

urbanisation.

Given this trend it is plausible to look to the rise of modernity as undermining our
ability to live independently in small clans or community groups. Commencing with
the industrial revolution at the end of the 19th century, specialisation of labour,
urbanisation and the development of large metropolitan cities have separated much of
the Western world’s population from the opportunity to live independently (Akoorie
& Scott-Kennel, 2005). Consequently, the transition to modernity has increased our
need to trust and be loyal. The requirement to live dependently means we are more
vulnerable and reliant on others than our ancestors were because of the specialisation
of skills and functions that constitute modern living. The need to trust and create
loyal relationships is heightened in this environment, because trust and loyalty enable
us to rely on others to meet the needs that we are unable to meet ourselves (Davis,

1965).

It also appears that the object of loyal affections has changed throughout history in
response to sociological trends. In the Neolithic Age, kinship bonds meant that
loyalty to the family was paramount (Broom & Selznick, 1977). This is not surprising
given that kinship was the basis of the cooperative order by which survival resources,
such as food, shelter, and clothing, were obtained. Failure to remain loyal to kinship

placed an individual’s and the family’s survival in jeopardy.

In the transition from kinship-based to fealty-based social order (such as early forms
of feudalism [Broom & Selznick, 1977]) the first non-familial foundation for loyalty
was created. The importance of this transition is difficult to overstate in terms of
humankind’s ability to develop more complex social systems such as cities and
ultimately nations. The ability of an individual to have an identity wider than kinship

is therefore central to the progress of humankind towards modernity.
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Feudalism progressed from a fealty-based social order into a status-based social
order. The most important development of loyalty in this phase was in enlarging the
scale of its application: fealty-based, smaller grouped, loyal individuals were
replaced, in the status-based social order, by a large body of people who pledged
loyalty to king and God (Pirenne, 1925). The accumulation of a critical mass of loyal
subjects gave the monarchy and church unprecedented social and political power.
Additionally, the concept of nationhood began to take hold during this phase, adding
loyalty to country alongside loyalty to king and God as major loyal relationships to be
upheld.

The concept of federalism led to the creation of states as a distinctive category, with
the endorsement of 17th century theories such as those of Locke who argued that the
authority of rulers is limited and of a human rather than ‘divine’ right (Akoorie &
Scott-Kennel, 2005). The word loyal entered the English language in the contract
phase of social order. Business enterprise, unfettered from the monarchy and the
Catholic Church, developed a contract basis that gave rise to individual influence in
political and economic matters. Consequently the scope of loyalty-based relationships
increased substantially. For example, it was now possible to have legally binding
relationships between businesses. As the direct control by the monarchy on
individuals declined, less formalised and less authoritarian structures took its place,
which, while creating greater individual freedom, also increased vulnerability to
dishonest traders and untrustworthy business acquaintances. In this environment, the
concept of remaining faithful to one’s legal obligations became an important

foundation in the building of the market economy.

Today’s social order is characterised by extreme levels of urbanisation, supported by
a complex array of bureaucratic frameworks (Broom & Selznick, 1977). Much of the
monetary currency we now utilise is electronic; we communicate and do business
with people whom we have never met personally; we fly in aircraft over which we
personally have no ability to control; and we trust the promises of Adam Smith’s

(1976) “invisible hand” to maintain economic balance in our free markets. The trust



that individuals in a modern bureaucratic society are required to extend to others is
unprecedented in historical terms (Hill, 2005). Developing and maintaining contact
with loyal people is one method of mitigating the enormous risk we inherently

undertake as we conduct our daily lives.

2.2.1 Societal Values and the Context of Loyalty

Loyalty and societal values are closely linked because typically societal values
identify and provide support for highly valued behaviours. For example, during the
industrial revolution the societal value encompassed in the protestant work ethic
supported the concept that working hard and remaining loyal to an employer was a
worthy goal (Furnham, 1990). Conversely, by 1985, to remain loyal to one employer
was frequently interpreted negatively as a lack of employee ambition (Furnham,

1990).

Loyal acts can be interpreted as heroic or illegal depending on the underlying societal
belief system of the observer. For instance, aiding or abetting suicide is illegal in
Western society while in Japanese society, self-sacrifice, such as that of WWII
kamikaze pilots, was perceived as an act of great heroism (Lamont-Brown, 1997).
Loyalty, while less of a risk than suicide, is none the less the result of societal belief
systems. While societal belief systems can change over time the process is often
evolutionary. For instance, the role of the Christian Church in Western society
underwent considerable change in the last three decades of the 20th century (e.g.
marriage ceremonies more commonly being conducted by secular marriage
celebrants, and naming ceremonies assuming a similar function to traditional
christenings). Secular schooling, combined with a reduction in community pressure to
conform to societal norms of regular church attendance, provided individuals with

more freedom to choose their principles and values.

Loyalty appears to be situation-specific. The relationship between national security
and loyalty provides an interesting arena to observe permutations of loyalty. History
is resplendent with examples of the leader who has asked followers to risk their lives

in battle while the leader remains safely closeted from the dangers of battle (Schott,
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1992). This is particularly common in modern warfare where leaders who declare war
reside in different countries to where the war is being fought. Propaganda, ignorance,
misinformation, and bigotry are common tools used by ‘unethical leaders’ to

manipulate ‘the loyal’ into sacrificing freedom.

Loyalty can also serve as a mechanism for maintaining social continuity. Great
religions, countries and economies have been built by leveraging loyal followers
(Broom & Selznick, 1997). The reaction of the United States to the terrorist attacks,
on 11 September 2001, provides evidence of the power of loyalty to bind an
otherwise disparate group of people. Despite wide-ranging economic disparaty and
the fragmented ethnic origins of its citizens, the United States rallied against the
attacks they perceived as an attack against ‘free’ society. However, loyalty is not
always widespread at a national level. The low public agreement with the ongoing US
involvement in Iraq illustrates that the sense of heightened nationalism following

September 11, did not translate into indiscriminate loyalty towards US foreign policy.

Some commentators do not see loyalty as admirable. Rosenspan (1998) claims that
many people view loyalty as being either lazy or plain stupid. While it is true that
some people do remain loyal for reasons that could be interpreted as lazy (e.g.
reduced incentive to seek comparisons), it does not logically follow that all loyalty
should be viewed as something undertaken by only lazy or stupid people. This

negative view is not widely supported by other researchers.

In summary, when stripped of its societal context, loyalty is essentially a neutral
concept. Where substantial imbalances in education, wealth or power exist between
the object of loyal devotion (e.g. a despotic leader or a cult leader) and the enactors of
loyalty (e.g. powerless or undiscriminating followers) there is substantial scope for
loyalty to be abused. Thus the purposes of loyalty are perceived and interpreted

according to the societal beliefs of the observer.



2.2.2 Changes in Loyalty through Recent Generations

There are two main ways of considering loyalty: a) by durability, that is not how long
it lasts, but whether it lasts (e.g. remaining ‘loyal’ to a marriage partner throughout
life), and b) by intensity or sense of loyalty (e.g. the feeling of intense nationalism
that the threat of a foreign military invasion can evoke within a nation’s citizens).
Durability of loyalty is at times confused with intensity or sense of loyalty, which

may have led some commentators to generalise about the apparent decline of loyalty.

Historically, loyalty has meant a lifelong devotion to an entity considerably larger
than an individual. For instance baby boomers (people born between 1939 and 1964)
were loyal to their employers and in return were rewarded with paternalistic, lifelong
employment relationships (Reichheld, 2001; Handy 1990). In personal relationships,
society demanded compliance with the concept of a loyal heterosexual marriage that
would result in a lifelong commitment along with the promise of fidelity and the

unspoken purpose of procreation and rearing of children.

Generation X children (usually defined as those born in the late1960s, 1970s and
early-1980s) are the result of baby boomer marriages (Karp, Fuller & Sirias, 2002).
Given the high incidence of divorce (approximately 50% of marriages fail), perceived
reduced loyalty in personal relationships (Rundle-Thiele & Bennett, 2001) and
employees made redundant by erstwhile lifetime employers (Handy, 1990), it is
unsurprising that Generation Xers have rejected the loyalty paradigm of their parents.
Generation Xers have different expectations from their parents. From a relational
aspect, partnering is viewed as a commitment but not necessarily for a lifetime.
Child-rearing is no longer the domain of only married or heterosexual couples. In
terms of loyalty to work, Generation Xers view their working experience as the
development of a portfolio of skills and knowledge. If the portfolio can be developed
through one employer, then a prolonged period of employment may occur. However,
the more likely scenario is a change of employer every three to four years. The
question remains whether this makes Generation Xers any less loyal than their

parents.
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In their book titled Bridging the Boomer-Xer Gap, Karp et.al. (2002) propose that
baby boomer managers view Generation X workers as lazy, uncommitted, and self-
serving. In contrast Generation X employees regard their baby boomer bosses as
naive and misguided in their emphasis on work at the expense of play. Thus perhaps
two different generations view loyalty in diametrically opposed manners. Baby
boomers tend to adopt the durability construct of loyalty while Generation Xers

follow the intensity construct.

Generation Xers are conceivably no more or less loyal than their baby boomer
parents when intensity of loyalty is examined. Alternatively baby boomer parents
could be justified in assessing a reduction in loyalty on the part of their children if
they considered loyalty purely in terms of durability issues. Interestingly the
Encyclopedia Britannica definition of loyalty underscores the importance of intensity
of devotion and sense of identification with a particular object as opposed to

emphasising the more overt component of durability of loyalty.

2.3 Summary

The word form loyalty can be traced back to the early 16™ century to a time when
society was moving from a system of absolute monarchy to one of popular
sovereignty. In this time of burgeoning commerce, the requirement to be faithful to
one’s legal obligations became increasingly important. Similarly social trends, such
as urbanisation, have isolated people from the possibility of being self-sufficient. In
Western society civilians are commonly dependent on others to meet their food,
shelter, health, and security needs. The prevalence of interdependence in modern
society has also increased our need to trust others. Importantly, establishing and
maintaining loyal relationships mitigates the continual need to assess trustworthiness

in a society characterised by interdependence.

Interestingly the scope of loyalty has increased over time from an initial focus on

being loyal to a contract through to a nation and perhaps a favoured sports team. In
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the last fifty years the objects of loyalty have even come to include consumer brands.
Therefore today it is legitimate to question whether a consumer is truly loyal to a
specific brand of toothpaste. While some commentators cite a diminished value of
loyalty, it is more probable that what have changed are the forms of expression
(intensity or durability, or both). While baby boomers conceive of loyalty in terms of
durability, their Generation X children are more inclined to use intensity-based
measures. Therefore the importance of understanding the values of social group or

cohort should not be underestimated when investigating loyalty.



CHAPTER TWO
SOCIAL HISTORY OF LOYALTY

2.1 Etymological Background
The form of the word loyal in the English language can be traced back to the French
word loial, which means to be faithful. In turn loial is based on the Latin word
legalis, which translates as legal. The word loyal was introduced in English following
the Norman Conquest, during the feudal phase of social order. The earliest
appearance of the word in its present-day form can be traced back to the year 1531,
although variants of the French form were used in English writing before then. One

of the early senses of the term Joyal connoted “being faithful in carrying out [legal]

obligations”. (Onions, 1996)

From this brief outline of the roots of loyalty, some observations can be made. Firstly
loyalty, as an English word, has existed for the past five centuries. However, the
relatively recent history of the word does not preclude the existence of the concept
prior to specific spelling being prescribed. Secondly, the earliest examples of loyalty
show a sense of carrying out legal obligations faithfully. More general meanings of
loyalty, such as in “consumer loyalty”, which exist with no legal basis for being

faithful, have superceded this constrictive early use of loyalty.

2.2 Sociological

The transformation of society from the hunter—gatherer based, kinship-structured
social order to the complex web of social and business structures that constitute
modern bureaucratic society has been facilitated by the interpersonal construct of
loyalty (Broom & Selznick, 1977). As society evolves towards co-dependent
existence, humans are increasingly reliant on others for survival (Black, 1984). For
example, modern families must rely on a multitude of other people to provide their

food, clothing, shelter, power, employment, and transport in comparison with their



historical and agrarian ancestors who were self-sufficient in the earliest phases of

urbanisation.

Given this trend it is plausible to look to the rise of modernity as undermining our
ability to live independently in small clans or community groups. Commencing with
the industrial revolution at the end of the 19th century, specialisation of labour,
urbanisation and the development of large metropolitan cities have separated much of
the Western world’s population from the opportunity to live independently (Akoorie
& Scott-Kennel, 2005). Consequently, the transition to modernity has increased our
need to trust and be loyal. The requirement to live dependently means we are more
vulnerable and reliant on others than our ancestors were because of the specialisation
of skills and functions that constitute modern living. The need to trust and create
loyal relationships is heightened in this environment, because trust and loyalty enable
us to rely on others to meet the needs that we are unable to meet ourselves (Davis,

1965).

It also appears that the object of loyal affections has changed throughout history in
response to sociological trends. In the Neolithic Age, kinship bonds meant that
loyalty to the family was paramount (Broom & Selznick, 1977). This is not surprising
given that kinship was the basis of the cooperative order by which survival resources,
such as food, shelter, and clothing, were obtained. Failure to remain loyal to kinship

placed an individual’s and the family’s survival in jeopardy.

In the transition from kinship-based to fealty-based social order (such as early forms
of feudalism [Broom & Selznick, 1977]) the first non-familial foundation for loyalty
was created. The importance of this transition is difficult to overstate in terms of
humankind’s ability to develop more complex social systems such as cities and
ultimately nations. The ability of an individual to have an identity wider than kinship

is therefore central to the progress of humankind towards modernity.
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Feudalism progressed from a fealty-based social order into a status-based social
order. The most important development of loyalty in this phase was in enlarging the
scale of its application: fealty-based, smaller grouped, loyal individuals were
replaced, in the status-based social order, by a large body of people who pledged
loyalty to king and God (Pirenne, 1925). The accumulation of a critical mass of loyal
subjects gave the monarchy and church unprecedented social and political power.
Additionally, the concept of nationhood began to take hold during this phase, adding
loyalty to country alongside loyalty to king and God as major loyal relationships to be

upheld.

The concept of federalism led to the creation of states as a distinctive category, with
the endorsement of 17th century theories such as those of Locke who argued that the
authority of rulers is limited and of a human rather than ‘divine’ right (Akoorie &
Scott-Kennel, 2005). The word loyal entered the English language in the contract
phase of social order. Business enterprise, unfettered from the monarchy and the
Catholic Church, developed a contract basis that gave rise to individual influence in
political and economic matters. Consequently the scope of loyalty-based relationships
increased substantially. For example, it was now possible to have legally binding
relationships between businesses. As the direct control by the monarchy on
individuals declined, less formalised and less authoritarian structures took its place,
which, while creating greater individual freedom, also increased vulnerability to
dishonest traders and untrustworthy business acquaintances. In this environment, the
concept of remaining faithful to one’s legal obligations became an important

foundation in the building of the market economy.

Today’s social order is characterised by extreme levels of urbanisation, supported by
a complex array of bureaucratic frameworks (Broom & Selznick, 1977). Much of the
monetary currency we now utilise is electronic; we communicate and do business
with people whom we have never met personally; we fly in aircraft over which we
personally have no ability to control; and we trust the promises of Adam Smith’s

(1976) “invisible hand” to maintain economic balance in our free markets. The trust
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that individuals in a modern bureaucratic society are required to extend to others is
unprecedented in historical terms (Hill, 2005). Developing and maintaining contact
with loyal people is one method of mitigating the enormous risk we inherently

undertake as we conduct our daily lives.

2.2.1 Societal Values and the Context of Loyalty

Loyalty and societal values are closely linked because typically societal values
identify and provide support for highly valued behaviours. For example, during the
industrial revolution the societal value encompassed in the protestant work ethic
supported the concept that working hard and remaining loyal to an employer was a
worthy goal (Furnham, 1990). Conversely, by 1985, to remain loyal to one employer
was frequently interpreted negatively as a lack of employee ambition (Furnham,

1990).

Loyal acts can be interpreted as heroic or illegal depending on the underlying societal
belief system of the observer. For instance, aiding or abetting suicide is illegal in
Western society while in Japanese society, self-sacrifice, such as that of WWII
kamikaze pilots, was perceived as an act of great heroism (Lamont-Brown, 1997).
Loyalty, while less of a risk than suicide, is none the less the result of societal belief
systems. While societal belief systems can change over time the process is often
evolutionary. For instance, the role of the Christian Church in Western society
underwent considerable change in the last three decades of the 20th century (e.g.
marriage ceremonies more commonly being conducted by secular marriage
celebrants, and naming ceremonies assuming a similar function to traditional
christenings). Secular schooling, combined with a reduction in community pressure to
conform to societal norms of regular church attendance, provided individuals with

more freedom to choose their principles and values.

Loyalty appears to be situation-specific. The relationship between national security
and loyalty provides an interesting arena to observe permutations of loyalty. History
is resplendent with examples of the leader who has asked followers to risk their lives

in battle while the leader remains safely closeted from the dangers of battle (Schott,



1992). This is particularly common in modern warfare where leaders who declare war
reside in different countries to where the war is being fought. Propaganda, ignorance,
misinformation, and bigotry are common tools used by ‘unethical leaders’ to

manipulate ‘the loyal’ into sacrificing freedom.

Loyalty can also serve as a mechanism for maintaining social continuity. Great
religions, countries and economies have been built by leveraging loyal followers
(Broom & Selznick, 1997). The reaction of the United States to the terrorist attacks,
on 11 September 2001, provides evidence of the power of loyalty to bind an
otherwise disparate group of people. Despite wide-ranging economic disparaty and
the fragmented ethnic origins of its citizens, the United States rallied against the
attacks they perceived as an attack against ‘free’ society. However, loyalty is not
always widespread at a national level. The low public agreement with the ongoing US
involvement in Iraq illustrates that the sense of heightened nationalism following

September 11, did not translate into indiscriminate loyalty towards US foreign policy.

Some commentators do not see loyalty as admirable. Rosenspan (1998) claims that
many people view loyalty as being either lazy or plain stupid. While it is true that
some people do remain loyal for reasons that could be interpreted as lazy (e.g.
reduced incentive to seek comparisons), it does not logically follow that all loyalty
should be viewed as something undertaken by only lazy or stupid people. This

negative view is not widely supported by other researchers.

In summary, when stripped of its societal context, loyalty is essentially a neutral
concept. Where substantial imbalances in education, wealth or power exist between
the object of loyal devotion (e.g. a despotic leader or a cult leader) and the enactors of
loyalty (e.g. powerless or undiscriminating followers) there is substantial scope for
loyalty to be abused. Thus the purposes of loyalty are perceived and interpreted

according to the societal beliefs of the observer.

16



2.2.2 Changes in Loyalty through Recent Generations

There are two main ways of considering loyalty: a) by durability, that is not how long
it lasts, but whether it lasts (e.g. remaining ‘loyal’ to a marriage partner throughout
life), and b) by intensity or sense of loyalty (e.g. the feeling of intense nationalism
that the threat of a foreign military invasion can evoke within a nation’s citizens).
Durability of loyalty is at times confused with intensity or sense of loyalty, which

may have led some commentators to generalise about the apparent decline of loyalty.

Historically, loyalty has meant a lifelong devotion to an entity considerably larger
than an individual. For instance baby boomers (people born between 1939 and 1964)
were loyal to their employers and in return were rewarded with paternalistic, lifelong
employment relationships (Reichheld, 2001; Handy 1990). In personal relationships,
society demanded compliance with the concept of a loyal heterosexual marriage that
would result in a lifelong commitment along with the promise of fidelity and the

unspoken purpose of procreation and rearing of children.

Generation X children (usually defined as those born in the late1960s, 1970s and
early-1980s) are the result of baby boomer marriages (Karp, Fuller & Sirias, 2002).
Given the high incidence of divorce (approximately 50% of marriages fail), perceived
reduced loyalty in personal relationships (Rundle-Thiele & Bennett, 2001) and
employees made redundant by erstwhile lifetime employers (Handy, 1990), it is
unsurprising that Generation Xers have rejected the loyalty paradigm of their parents.
Generation Xers have different expectations from their parents. From a relational
aspect, partnering is viewed as a commitment but not necessarily for a lifetime.
Child-rearing is no longer the domain of only married or heterosexual couples. In
terms of loyalty to work, Generation Xers view their working experience as the
development of a portfolio of skills and knowledge. If the portfolio can be developed
through one employer, then a prolonged period of employment may occur. However,
the more likely scenario is a change of employer every three to four years. The
question remains whether this makes Generation Xers any less loyal than their

parents.
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In their book titled Bridging the Boomer-Xer Gap, Karp et.al. (2002) propose that
baby boomer managers view Generation X workers as lazy, uncommitted, and self-
serving. In contrast Generation X employees regard their baby boomer bosses as
naive and misguided in their emphasis on work at the expense of play. Thus perhaps
two different generations view loyalty in diametrically opposed manners. Baby
boomers tend to adopt the durability construct of loyalty while Generation Xers

follow the intensity construct.

Generation Xers are conceivably no more or less loyal than their baby boomer
parents when intensity of loyalty is examined. Alternatively baby boomer parents
could be justified in assessing a reduction in loyalty on the part of their children if
they considered loyalty purely in terms of durability issues. Interestingly the
Encyclopedia Britannica definition of loyalty underscores the importance of intensity
of devotion and sense of identification with a particular object as opposed to

emphasising the more overt component of durability of loyalty.

2.3 Summary

The word form loyalty can be traced back to the early 16™ century to a time when
society was moving from a system of absolute monarchy to one of popular
sovereignty. In this time of burgeoning commerce, the requirement to be faithful to
one’s legal obligations became increasingly important. Similarly social trends, such
as urbanisation, have isolated people from the possibility of being self-sufficient. In
Western society civilians are commonly dependent on others to meet their food,
shelter, health, and security needs. The prevalence of interdependence in modern
society has also increased our need to trust others. Importantly, establishing and
maintaining loyal relationships mitigates the continual need to assess trustworthiness

in a society characterised by interdependence.

Interestingly the scope of loyalty has increased over time from an initial focus on

being loyal to a contract through to a nation and perhaps a favoured sports team. In
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the last fifty years the objects of loyalty have even come to include consumer brands.
Therefore today it is legitimate to question whether a consumer is truly loyal to a
speciﬁc brand of toothpaste. While some commentators cite a diminished value of
loyalty, it is more probable that what have changed are the forms of expression
(intensity or durability, or both). While baby boomers conceive of loyalty in terms of
durability, their Generation X children are more inclined to use intensity-based
measures. Therefore the importance of understanding the values of social group or

cohort should not be underestimated when investigating loyalty.
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CHAPTER THREE
LITERATURE REVIEW

3.1 Introduction

This chapter commences with a brief historical outline of the literature concerning
customer loyalty and commitment constructs because these constructs are proposed to be
related to distributor loyalty. The theoretical perspective of both of these constructs is
then separately critically examined, with definitions and measures of loyalty and
commitment outlined separately. The chapter concludes by integrating the definitions and

measures of both constructs.

3.2 Brief Historical Outline

3.2.1 Loyalty

To date, loyalty research has focused predominantly on the domain of customer loyalty
(i.e. loyalty between a customer and another entity). Customer loyalty is commonly
reduced into sub-categories such as store loyalty, service loyalty, vendor loyalty and
brand loyalty (Dick & Basu, 1994). Research in the customer loyalty field commenced in
the early part of the 20th century. While Copeland (1923) is regarded as the original
contributor (he developed the concept of brand insistence), Brown (1952,) is popularly
recognised as the first major contributor to loyalty research, and brand loyalty, in

particular (Jacoby & Chestnut, 1978).

The specialist field of brand loyalty occupied much of the early attention of client loyalty
research for several reasons. Firstly, fast moving consumer goods (FMCG) have short
repurchase cycles that enable researchers to track developments in purchase patterns over
contracted time spans. Secondly, data collection is simplified by the use of paper receipts
(ticket tape) information from stores. Finally, and perhaps most importantly, the
attainment of brand loyalty offers a potentially high level of reward for manufacturers

because findings can be converted into influence strategies that can deliver additional
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sales in a short turn-around. There are many potential benefits for a brand that can

establish or increase its number of loyal customers.

Despite the potential for improved firm performance, brand loyalty research is hampered
by inconclusive, ambiguous, and often contradictory findings (Jacoby & Kyner, 1973).
Jacoby and Kyner (1973) proposed a number of reasons for this. Firstly, researchers have
not developed conceptual frameworks before building operational measures, and thus
failed to build adequately on previous research. This has contributed to the second
reason: multiplicity of operation definitions. Divergent operational definitions without
underpinning to a conceptual framework resulted in the third reason: failure to compare
or generalise research findings. Critically the field’s reliance on ticket tape data has
meant that only behavioural components of loyalty were considered and the attitudinal

component of brand loyalty was not adequately investigated.

Although repeat purchase behaviour and brand loyalty appear similar, Day (1969)
outlined a fundamental difference. He hypothesized that loyalty had an attitudinal facet
(in addition to the behavioural component) and this required explication. While Brown
(1952) had alluded to an attitudinal component, Day (1969) is recognised as the major

influence in gaining acceptance of the two-component view of loyalty.

Over the next decade, researchers began to integrate the additional component of attitude
in brand loyalty measures. When Jacoby and Chestnut (1978) reviewed the brand loyalty
definitions, 33 of the 53 measures identified were exclusively behavioural, 12 were
purely attitudinal, and eight were composite. Jacoby and Chestnut (1978) noted that many

of the contemporary measures were composite in nature.

As the focus for marketers changed from product to customer in the later part of the
twentieth century, researchers responded by changing their research emphasis from brand
loyalty to customer loyalty. Customer loyalty differs from brand loyalty in two

significant aspects. Firstly, customer loyalty stresses external aspects (meeting customer

needs) while brand loyalty stresses internal aspects (selling more product). This shift of
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focus from brand loyalty to customer loyalty signals a move to greater emphasis on the
marketing input (i.e. identifying and meeting consumer wants) rather than simply
generating sales (i.e. selling product). Secondly, the customer loyalty field is wider in
scope, including other related forms of loyalty such as store, service, and vendor loyalty

(Dick and Basu, 1994).

With the change in emphasis from internal to external aspects, understanding the
customer’s cognitive processes has become increasingly important. Unfortunately, a
plethora of operational definitions combined with a paucity of conceptual frameworks
has proved problematic in terms of understanding attitudinal influences on behaviour
(Dick and Basu, 1994). Dick and Basu’s seminal article in 1994 helped overcome the

definitional impasse, by developing a conceptual framework.

The Dick & Basu (1994) conceptual model incorporates many of the contemporary
aspects of customer loyalty. For example: a) loyalty is proposed to be composite of
attitude (relative attitude) and behavioural (repeat purchase behaviour), b) the
antecedents to loyalty are behavioral and attitudinal, c) the social context of loyalty acts
as a moderating influence, d) there are a number of consequences that can be considered
both attitudinal (motivational) and behavioural. Dick and Basu (1994) emphasised that
the model needs empirical testing, and noted the loyalty field has entered a maturation

phase.

Despite wide acceptance of the Dick and Basu model, academics have only recently
commenced empirical testing (e.g. Garland &Gendall, 2004). Other researchers have
sought to further the conceptual understanding of loyalty using different frameworks.
Richard Oliver (1997) progressed from investigating customer satisfaction in the 1980s,
to the related customer loyalty field. In exploring the link between satisfaction and
loyalty, Oliver (1997) concluded that satisfaction is a necessary step in loyalty formation,
but it becomes less significant as loyalty begins to consolidate. Oliver (1997) developed a
conceptual framework based on social components, to explain how loyalty forms. This

framework outlines four levels of loyalty ranging from the most basic (product
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preference) through to ultimate loyalty, which is a combination of product superiority,
personal fortitude, social bonding and their synergistic effects. In a later article Oliver
(1999) cautioned that some products cannot hope to attain customer loyalty due to their
commodity status or customer disinterest. In these circumstances the best option is to aim
for customer satisfaction. Significantly, Oliver (1999) specifically excludes the
application of his model to business relationships due to the added complexity of
interaction involved in these types relationships. This suggests that the customer loyalty

model alone is not sufficient to explain or predict complex channel relationships.

Although the Dick and Basu (1994) model has not been subjected to empirical testing,
Oliver’s (1997) model was recently tested in e-commerce where the results supported
Oliver’s model (Harris &Goode, 2004). While there is still considerable debate on how
best to conceptualise and measure customer loyalty there is general agreement on the
following: a) loyalty has attitudinal and behavioural components (e.g. Day, 1969; Dick &
Basu, 1994; Harris &Goode, 2004; Jacoby &Chestnut, 1978; Knox, 1996; Oliver, 1997,
1999); b) antecedents are predominantly attitudinal in nature (Dick &Basu, 1994; Knox,
1996); c¢) loyalty relationships are moderated by social norms (Dick &Basu,1994, Oliver
1997); d) loyalty exists and presents in different levels ( Dick & Basu, 1994;
Kandampully, 1997; Knox, 1996; Oliver 1997, 1999); e) customer loyalty results in
behavioural and motivational consequences (Dick &Basu, 1994; Reichheld, 1996;
Stuebring, 1996; Butscher, 1996); and f) satisfaction is a necessary precondition for the
attainment of loyalty but in itself is insufficient to lead directly to loyalty (Evans, 1999;
Mitchell, 1998; Oliver, 1999; Reichheld, 1996). Additionally, because Oliver (1999)
advises that a customer loyalty framework alone is insufficient to capture the
complexities of channel relationships, it is prudent to examine the relationship
management dynamic (in the related but distinct) commitment field. Therefore the next

section provides a brief historical overview of the field of commitment.

3.2.2 Commitment

The transition from asymmetric to symmetric channel relationships through relationship

marketing resulted in commitment becoming an important construct in the channel
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relationships area (Gundlach, Achrol &Mentzer, 1995). Short-term exchanges
increasingly gave way to relational exchanges such as working partnerships (Anderson
&Narus, 1990) to such an extent that by 1990 commitment had become the most
common dependent variable used in buyer-seller relationship studies (Anderson & Weitz,

1992).

While customer loyalty had its genesis in the brand loyalty stream of investigation,
relationship-marketing researchers were examining the commitment construct by
applying findings of interpersonal relationship research to the business setting. Dwyer,
Shurr, and Oh (1987) considered the framework of interpersonal attraction and
interdependence between spouses as useful in understanding buyer-seller relationships.
The definitional work on the commitment construct had its roots in the sociology and
psychology disciplines (e.g. Becker, 1960). While early sociological perspectives
investigated the societal and social factors that constrained or committed individuals to a
consistent line of action, the psychology field defined commitment in terms of decisions

that bind an individual to a behavioural disposition (Pritchard et al., 1999).

The transition to relationship marketing required a change in emphasis from
conceptualising channel relationships as being composed of distinct short-term
transactions to being longer in duration and reflecting an ongoing relationship (Dwyer et
al., 1987). Researchers challenged the wisdom of distant channel relationships between
manufacturers and distributors, because they were ineffective in coordinating marketing

activities (Stern &EIl-Ansary, 1990).

Prior to the advent of the network paradigm, inter-firm relationships were fundamentally
competitive. Channel members vied for power, attempted to create dependence in their
channel partnerships and managed as best they could the resultant conflict. With the
advent of the network paradigm, coercive power has become less influential in channel
relationships. To be an effective global competitor requires a firm to be a trusted
cooperator (Morgan & Hunt, 1994). Power-driven dependence and conflict have now

largely given way to partnership cooperation based on trust and shared interest in the
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outcomes of the relationship (Brown, Lusch, &Nicholson, 1995). The move to a
relational basis for channel partner research necessitated conceptual frameworks for the

relational state of commitment.

While some propose a single-component view of commitment (e.g. Meyer &Allen, 1984)
others (e.g. Morgan &Hunt, 1994; Anderson & Weitz, 1992; Meyer, Allen &Smith, 1993)
suggest that a multi-component view more accurately reflects the importance of distinct
sub-components of commitment. Three major forms of commitment are found in the
literature: a) affectual; b) continuance, and c) behavioural. Affectual commitment reflects
feelings of unity or cohesion in a relationship (Kim &Frazier, 1997) while continuance
commitment involves determining the durability of a relationship through good and
difficult business conditions. The third form of commitment (behavioural) involves the

visible signs of commitment to a relationship (e.g. Narus &Anderson 1989).

Critically, the marketing move to a relational focus increases the importance of social
determinants of behaviour such as trust and commitment (Gundlach et al., 1995). The
problem posed by this development is that researchers are now facing very complex,
overlapping and at times ambiguous constructs that have not received adequate attention
in the segmentation of commitment’s theoretical domain. This poses serious problems in
terms of the intended meaning of each concept and the potential relationships amongst
each of the concepts (Morrow, 1983). Significantly, the diverse operational definitions
indicate that researchers do not yet have a clear understanding of what commitment in a

channel relationship entails (Kim &Frazier, 1997).

The search to understand the drivers of commitment has led some researchers to
investigate the relationship between commitment and loyalty (e.g. Bowen &Shoemaker,
1998; Pritchard et al., 1999). However, given the state of general confusion in both fields,
it is hardly unsurprising that the early findings are inconclusive. Indeed there is a noted
lack of consensus regarding the loyalty—commitment relationship. Some, such as Oliva,

Oliver, and MacMillan (1992) suggest the two constructs are unrelated. Others pose that
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the concepts are synonymous (Assael, 1987) while Pritchard et al. (1999) and Knox,

(1996) view commitment as related to loyalty.

The preceding review illuminates two fields in differing states of confusion. Whereas
customer loyalty research is built on the foundation of brand research, commitment
research utilises an interpersonal relationship framework. These two development paths
have the potential to provide a richness of explanation, although attempting to create
clarity in two chaotic fields has the potential to simply add to the confusion. The
following section therefore clarifies the theoretical bodies of research for the loyalty and

commitment fields.

3.3 Theories of Loyalty and Commitment

Neither the loyalty nor the commitment fields have received the rigorous level of
theoretical conceptualisation they deserve, especially given the high level of academic
attention they attract. The following section outlines and critiques the current theoretical
models. At the conclusion of each section the themes of the various models are examined

in an attempt to identify common and disparate aspects through a process of comparison.

3.3.1 Loyalty

In searching for seminal articles on conceptual frameworks of customer loyalty, five
models were selected. The first model is the framework constructed by Day (1969) that
first conceptualised loyalty as composed of both attitudinal and behavioural components.
The second model developed by Yoram Wind (1970) is an early example of an attempt to
represent a form of loyalty broadly similar to distributor loyalty (industrial source
loyalty). Following Wind’s (1970) model, a conceptual model of customer loyalty
developed by Dick and Basu (1994) is examined. This model contributes three significant
components: a) conceptualisation of the dependent variable of customer loyalty; b)
identification of the broad groups of antecedents of customer loyalty; c) development of
four potential states of loyalty based on the interaction between the behavioural and
attitudinal dimensions. The final model reviewed (Oliver 1997) outlines the sequential

stages of loyalty. This model proposes that weak forms of loyalty occurred in what Dick
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and Basu (1994) had identified as the antecedent phase of customer loyalty. Oliver
further refined his conceptualisation of customer loyalty in 1999. At the conclusion of

this section a critique of the seminal models is undertaken.

Day

The earliest theoretical contribution to the loyalty field (Day, 1969) was developed in
response to difficulties researchers were experiencing with brand loyalty. Brand loyalty
was traditionally proposed to be composed predominantly of a behavioural component
(purchase behaviour). Day (1969) outlined the contrary view that brand loyalty was a
composite of behavioural and attitudinal components. The attitudinal component was

defined as a strong internal disposition to the brand.

While Day (1969) did not develop a specific conceptual model for brand loyalty, his
contribution was the introduction of the two-dimensional concept of brand loyalty. This
allowed four important predictions. Firstly, overt behaviour (repeat purchase behaviour)
is not always matched by a corresponding strong internal disposition to the brand, (e.g.
the purchase may have been made for other reasons, such as convenience). The term
spurious loyalty was coined by Day (1969) to describe this set of circumstances.
Importantly, Day (1969) estimated that up to 30% of overt loyalty can be attributed to

spurious loyalty.

Secondly, understanding the process of attitude formation has become increasingly
important in allowing marketers to improve their brand market share. Thirdly, loyalty is
based on a rational decision after the consumer has evaluated the benefits of competing
brands. Finally, through the inclusion of attitudinal criteria, loyalty becomes a brand-
specific concept. This means buyers are given a brand loyalty score for each brand
purchased in a given period, based on share of total purchases and attitude toward the

brand.

Wind
Wind (1970) developed a conceptual model for industrial source loyalty (see figure 3.1).

The model proposes tripartite involvement in the relationship (supplier, buyer and the
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organisation the buying was being done for). Four groups of variables are modeled to act
as antecedents to source loyalty: a) supplier offering, b) buyer’s past experience with
suppliers, ¢) work simplification rules, d) organisational variables such as pressure for
cost savings. Behavioural and attitudinal components are included in the antecedent

process; but the definition of source loyalty is purely behavioural in nature.

Figure 3.1 Wind’s Model of Industrial Source Loyalty

Suppliers | o > Buyer PR The organisation
A y y y
The offerings Buyer’s past Work Organisational
¢ Quality experience with simplification variables
¢ Quantity suppliers rules
¢ Delivery
¢ Service
¢ Price

N

Source Loyalty

Source: Wind, 1970

Wind (1970) tested the model using Regression analysis, which indicated that the four
variables explain 80% of the variance in source loyalty. This suggested the design of
marketing strategies should take explicit account of the organisational characteristics of

the buying firm.

It is important to recognise that Wind’s (1970) model over-estimates the level of loyalty

because the definition does not distinguish between loyal and spuriously loyal behaviour
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(Day, 1969), because no consideration was given to an attitudinal component. Wind’s

(1970) model confounds spurious loyalty with true loyalty.

Dick and Basu

Dick and Basu’s (1994) integrated framework is based on the conceptualisation of loyalty
as the relationship between relative attitude (towards a brand, service) and repeat
patronage behaviour. The model contains three broad groups of antecedents; cognitive,
affective and conative, which impact on the development of relative attitude (see figure
3.2). Social norms, and situational influences are posed as mediating the relationship
between relative attitude and repeat patronage behaviour. Finally, customer loyalty is
hypothesised to lead to three key consequences; reduced search motivation, increased

resistance to counter persuasion and increased incidence of word of mouth.

Figure 3.2 Conceptual Framework for Customer Loyalty
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The authors deconstruct relative attitude to illuminate the impact it has on loyalty.
Relative attitude is comprised of attitudinal strength and attitudinal differentiation. When
these two factors are at their highest, the peak attitudinal state is attained. Dick and Basu
(1994) also plotted relative attitude and repeat patronage on a matrix to identify four
loyalty states. According to this model loyalty is only attained in one of the four
circumstances (when relative attitude and repeat patronage are high). When relative
attitude is high but repeat patronage is low, latent loyalty is present. Building on the
conceptual work of Day (1969), Dick & Basu (1994) propose spurious loyalty as the state
in which there is ‘loyal’ behaviour but no attitudinal differentiation. Finally where both
repeat patronage and attitudinal differentiation are low, no loyalty is proposed to exist.

The four states of loyalty are outlined in figure 3.3.

Figure 3.3 Four States of Loyalty

Repeat Patronage

High Low
High Loyalty Latent loyalty
Relative attitude
Spurious loyalty No loyalty

Low

Source: Dick & Basu, 1994

The Dick and Basu (1994) model potentially provides a rich predictive tool for
researchers in developing effective strategies for the management of customer loyalty.

However, it is regrettable that little empirical testing has been conducted on the model in
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the ensuing years, especially given the high level of acceptance the model has attained in

the marketing field.

Oliver (1997)

Oliver’s (1997) model proposes that customers move through a sequential loyalty process
(see figure 3.4), beginning with cognitive loyalty, which is based only on aspects such as
price and features. Consequently, it is comparatively weak and easily dislodged by
competitor offerings. The second phase involves affective loyalty, which is the
development of a liking of the product by the customer. Conative loyalty, the third phase,
involves intentionality in terms of their future purchases. The final and strongest state is
action loyalty, where the customer has attained inertia toward competitor offerings and

will even overcome obstacles to ensure their preferred purchase is made.

Oliver (1997) proposes two moderating influences: a) customer idiosyncrasies, and b)
switching behaviour. It is important to note that these only moderate the first three phases

of loyalty, the fourth (action loyalty) is proposed to be impervious to these influences.

Perhaps the greatest predictive contribution this model offers the field is that loyalty
(albeit in a weak form) begins to develop from the moment an offering is perceived as
superior in basic variables such as price and features. Conceptually this is a large
departure from previous conceptualisations. Satisfaction is proposed as a building block
in the affective stage and hence customer dissatisfaction is an insurmountable hurdle
beyond the cognitive stage. The model was recently empirically tested in the e-business
sector by Harris and Goode, (2004) In general terms the data supported the proposition of
Oliver’s (1997) phases of loyalty. Importantly, Oliver (1997) specifically cautions against
the direct application of this model to the business-to-business environment (such as

distributor loyalty) because the relational dimension adds complexity.



Figure 3.4 Four Phases of Loyalty
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Oliver (1999)

In 1999 Oliver extended the conceptualisation of customer loyalty by considering the

dimensions of individual fortitude and community or social support in the formation of
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loyalty (see figure 3.5). As with his previous model, Oliver (1999) is particularly

concerned with the development of loyalty through a number of phases leading to

32

ultimate loyalty. This model of loyalty offers an additional depth of understanding of the

attitudinal development that consumers pass through on the path to ultimate loyalty.
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Figure 3.5 Stages in the Formation of Loyalty
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Source: Oliver, 1999

When individual fortitude and community or social support are low, only the weakest
form of loyalty can be attained. This product superiority state is similar to the cognitive
loyalty phase of Oliver’s 1997 model. The determined self isolation phase involves the
consumer deliberately aligning with a single brand and isolating him or herself from
competitor offerings. The definition of this phase is significant due to the explicit
assumption that polygamous loyalty is not possible by this phase of loyalty.

The richness of Oliver’s (1999) new model is demonstrated through the inclusion of
social and community bonding as a factor in brand loyalty in the final two loyalty
categories. Phase three, ‘village envelopment’ is where the consumer becomes sheltered
from outside influences, nurtured in the use of selected and protected brands, and
provided integrated and routinely updated consumption systems. The final phase involves
immersed self-identity. In this stage the consumer intentionally targets the social

environment because it is consistent with and supports his or her self-belief.
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Oliver (1999) proposes that some product categories are not conducive to the attainment
of loyalty. If any of the following five criteria cannot be attained, then marketers are
advised that customer satisfaction may be the most viable goal: a) does the product have
some unique configuration that makes it desirable? b) are there sufficient customers that
find it desirable in this manner? c) is the consumable subject to admiration? d) can the
product be embedded in a social network? e) is the company willing to create, populate

and maintain the village?

Critique

The thesis critique of the loyalty field covers seven important dimensions: the domain
that each model was developed for is analysed; the broad conceptualisations of the
construct of loyalty are compared; the antecedents proposed by each model are
compared; representations in the models of the role of satisfaction in loyalty are
analysed; the concepts of moderating influences of loyalty are examined; the views on
polygamous loyalty are discussed; and the status of the conceptual model rests is

evaluated.

Domains of research. While the literature review was conducted within the broad
parameters of customer loyalty, a variety of specific domains are also revealed. For
example Day’s (1969) conceptualisation of loyalty was designed specifically to represent
the construct of brand loyalty, which is generally regarded as a sub-branch of customer
loyalty (Dick & Basu, 1994). Alternatively, both Dick and Basu (1994) and Oliver (1997,
1999) seek to represent the overarching construct of customer loyalty (which contains
brand loyalty). Wind’s (1970) representation of loyalty contrasts significantly with the
others because the specific domain of industrial source loyalty involves business-to-
business relationships. Thus three of the four researchers have conducted their research
within the customer loyalty domain, while one (Wind, 1970) has focused on a field more
closely aligned to distributor loyalty. A comparison between industrial and distributor

loyalties will clarify how they differ.
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Conceptualisation of loyalty. When the broad conceptualisations of loyalty are compared,
two observations can be made. Firstly, the majority of the researchers propose a
conceptualisation of the dependent variable that includes both attitudinal and behavioural
components (Day, 1969; Dick & Basu, 1994; Oliver 1997, 1999). In contrast, Wind
(1970) is the only author to propose loyalty as uni-dimensional. Given that Wind’s article
was published in 1970 (and therefore undertaken prior to or at a similar date to Day’s
1969 article), it is arguable that Wind was not aware of Day’s conceptualisation of

loyalty at the time the research was undertaken.

The second observation is that, even though the majority of authors posit a composite of
attitudinal and behavioural components, there is no consensus regarding how these
components are ordered or interact. For example Day (1969) does not offer a view as to
whether attitude leads to behaviour or vice versa, whereas Dick and Basu (1994) are
explicit in their proposal that attitude leads to behaviour. In contrast, Oliver (1997) does
not propose a clear delineation between the formation of attitude and behaviour. Rather
his model posits that loyalty is composed of both attitude and behaviour and that the
interplay of these components results in a sequential development from a low loyalty
state (cognitive loyalty) through to an ultimate loyalty state (action loyalty). In light of
these different representations of loyalty, it is reasonable to conclude that loyalty is
composed of attitudinal and behavioural components but that it remains uncertain how

these components interact.

Antecedents. The proposed antecedents can be categorised by examining the broad or
specific nature of the antecedent groups. For example Dick and Basu (1994) propose
three broad antecedents (cognitive, affective, and conative) that contrast sharply with
Wind’s (1970) specific antecedents of supplier offering, buyer’s past experience with the
supplier, work simplification and organisational variables. One possible explanation for
this difference is that Dick and Basu (1994) were aiming to conceptualise a broad
construct spanning many sub-constructs (e.g. brand loyalty, store loyalty etc) whereas

Wind’s (1970) model was proposed for a very specific business-to-business application.
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The second observation from the analysis of the proposed antecedents is that Oliver’s
1997 model does not separate out antecedents from the dependent variable, as do the
other models. While Oliver (1997) utilises the same broad categories as do Dick and
Basu (1994) — cognitive, affective and conative, the components are proposed as early
forms of loyalty that contribute to the attainment of action loyalty and not as antecedents

to the lower forms of loyalty.

In general, the more specific the domain of research, the more specific the explication of
the proposed antecedents becomes. Therefore, in a model designed to encompass a wide
range of potential circumstances such as customer loyalty, the antecedents are general in
nature. In contrast, when researchers investigate a specialized field of loyalty (such as
industrial source loyalty or distributor loyalty) antecedents particularly relevant to that

domain are specifically explicated.

The role of satisfaction. The role of satisfaction as a pre-requisite for the attainment of
loyalty is fairly well accepted (e.g. Kandampully, 1997; Mitchell, 1998; Oliver, 1997;
Reichheld, 1996; Sonderland, 1998; Stuebring, 1996). While satisfaction must be attained
to create an environment from which loyalty can be established, it is not sufficient to

create loyalty.

While there is a consensus on the basic role of satisfaction, there are differences in the
way it is represented in the conceptual models. The differences lie predominantly in
whether satisfaction is implicitly or explicitly represented. Dick and Basu (1994)
explicitly represent satisfaction as an important item in their affective antecedent
component while Oliver (1997) and Wind (1970) favour an implicit treatment of
satisfaction. Wind’s (1970) model implies that satisfaction is either a component or
outcome of the supplier’s offering and the buyer’s past experience with the supplier.
Interestingly, Oliver’s (1997) model suggests that satisfaction would need to be achieved
in the cognitive phase of loyalty before the deeper phases such as affective and conative

loyalty could be achieved. Oliver’s (1997) implication that satisfaction belongs in the
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cognitive stage of loyalty appears at odds with Dick and Basu (1994) who explicate

satisfaction as impacting on the affective antecedent.

In summary consensus exists that satisfaction plays a vital role in the attainment of
loyalty. Exactly what this role is and how it might be represented in a conceptual model
of loyalty is much less clear. Where satisfaction is explicitly represented in a model it has
been represented as an affective antecedent. However, Oliver’s (1997) model suggests

that satisfaction also has an impact on cognitive aspects of loyalty.

Moderating variables. Two of the models reviewed in this section contain moderating
variables (Dick & Basu, 1994; Oliver, 1997). Dick and Basu (1994) propose two
moderating variables: a) social norms and b) situational influences. The effects of the
moderating influences are posited to occur in the relationship between the two sub-
components of customer loyalty (i.e. between relative attitude and repeat purchase
behaviour). In contrast, Oliver’s (1997) model proposes that his moderating influences
(customer idiosyncrasies and switching incentives) apply to the three early phases of
loyalty (cognitive, affective, and conative) but not to the final state (action loyalty). It is
interesting to note that the moderating variables proposed by the two authors are similar
but distinct. It could be argued that there is some conceptual overlap between Oliver’s
(1997) customer idiosyncrasies and Dick and Basu’s (1994) social norm. Similarly, it is
plausible to consider that switching incentives would be a potential sub group of Dick
and Basu’s (1994) situational influences. However, as an observation it appears that
Oliver’s (1997) moderating influences are more specific in nature that Dick and Basu’s

(1994).

In summary some consensus exists regarding the broad conceptualisation of moderating
influences between Dick and Basu (1994) and Oliver (1997). However there is little
agreement about when and how the moderating influences might affect the development

of loyalty. Critically, some researchers pose no moderating influences at all.
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Polygamous loyalty. The validity of polygamous loyalty (i.e. whether a customer can be
loyal to more than one entity at any one time) has been the subject of differing opinions.
While the articles reviewed are in some agreement that polygamous loyalty is not
possible (Dick & Basu, 1994; Oliver 1997), this view is not universal. A wider review of
the literature reveals that it is only in the earliest and latest loyalty research that
polygamous loyalty has been disregarded as a valid form of loyalty (see Brown, 1952

1953; Copeland, 1923; Dick & Basu, 1994; Oliver, 1997, 1999).

The contrasting view (i.e. that polygamous loyalty is possible) prevailed in the period
where loyalty was conceptualised predominantly in behavioural terms (see Jacoby, 1969;
Pessemier, 1959). Therefore it would appear reasonable to assume that if loyalty is
conceived as having an attitudinal component such as relative attitude (see Dick &Basu,
1994) this precludes the existence of any polygamous loyalty because the attitudinal
component requires a preference for one brand, service or company. The adoption of a
measure that requires attitudinal preference over other options (e.g. relative attitude)
means that only one entity can attain this preference because all other entities must by

definition have lower attitudinal preference.

Empirical testing. At the time of initial research for this thesis (1999) scholars were only
just beginning to test the models that held the most promise for contributing to a
conceptual model of distributor loyalty (Dick & Basu, 1994 and Oliver, 1997).
Subsequent to the initial literature research, Harris and Goode (2004) tested Oliver’s
1997 model and found evidence to support his conceptualisation of customer loyalty.
Alternatively, testing of the Dick and Basu (1994) model by East, Sinclair & Gendall
(2000) and Garland and Gendall (2004) have provided contradictory results.

Summary. While Oliver (1997, 1999) and Dick and Basu (1994) propose overarching
models for customer loyalty, some researchers have developed models for more specific
domains (e.g. brand loyalty, industrial source loyalty). Regardless of the specificity of

domain, the majority of the loyalty researchers propose that loyalty is made up of



39

attitudinal and behavioural components. Interestingly despite this consensus there is little

agreement regarding how the loyalty components are ordered or interact.

The antecedents of loyalty can be grouped by the specificity of their explication. In
particular some antecedents are proposed in broad groups such as cognitive, affective and
conative, (e.g. Dick & Basu, 1994), while others such as Wind (1970) identify specific
antecedent components such as work simplification rules. It is also interesting to compare
Oliver’s 1997 model to other loyalty models. Critically, Oliver (1997) does not separate a
group of antecedents in his model. Instead he proposes that during the process that the
other authors posit as the antecedent process, weak forms of loyalty such as cognitive

loyalty begin to form.

The relationship between loyalty and satisfaction is clear to the extent that satisfaction is
posed as a necessary precondition for the attainment of loyalty. However, exactly what
role satisfaction plays and how it should be represented in a conceptual model is not
clear. Further, only Dick and Basu (1994) and Oliver (1997) propose any moderating
influences. Specifically Dick and Basu (1994) posit situational influences and social
norms as moderating influences while Oliver (1997) proposes customer idiosyncrasies
and switching incentives. Importantly, the authors disagree on where the loyalty
relationship is moderated. Dick and Basu (1994) claim that the moderating influences
occur between the two components of customer loyalty (relative attitude and repeat
purchase behaviour) while Oliver (1997) proposes that the moderating influences affect
the weaker forms of loyalty such as cognitive, affective and conative loyalty but not the

final state of action loyalty.

The most recent literature suggests that polygamous loyalty is not possible when a two-
component conceptualisation is adopted (e.g. Dick & Basu, 1994). At the time of the
initial research for this thesis (1999) neither of the later conceptual models of loyalty had
been empirically tested. While Dick and Basu’s (1994) model remains untested, Harris
and Goode (2004) have recently empirically validated Oliver’s 1997 model in the

electronic travel domain.
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This concludes the critique of the theoretical frameworks for loyalty. The following

section outlines the seminal theoretical frameworks in the commitment domain.

3.3.2 Commitment

This section outlines the seminal articles that illustrate the development of theoretical
knowledge in the commitment field. The first article (Becker, 1960), provides the basis
for future commitment research. Anderson and Weitz’s (1992) contribution to the field is
then illustrated through the outlining of their model of the effect of pledges on
commitment. The Meyer et al. (1993) commitment model based on a psychological
framework is presented. The 1994 Morgan and Hunt seminal article on the relationship
between trust and commitment is reviewed to evaluate the antecedents and consequences
of the relationship between trust and commitment. A three component model of
commitment (Gundlach et al., 1995) is then outlined. Importantly, a commitment model
tested on distributors is presented by Kim and Frazier (1997) and followed by a
commitment model tested in the Australiasian banking environment by Rexha (1999).
The section concludes with a critique of the Pritchard et al. (1999) article, which
identified the links between commitment and loyalty, followed by a critique of the

commitment literature.

Becker

The earliest academic enquiry into commitment can be traced to a seminal article by
Becker (1960) who introduced a number of useful sociological concepts that later
researchers developed. In particular, Becker (1960) poses commitment as ‘consistency of
human behaviour’. The model (see figure 3.6) explains behaviour as a consequence of
side bets that individuals take in their sub-cultural groups whose commitments are not
necessarily made deliberately. Unconscious commitment arises from a series of minor
acts, which together constitute a series of side bets of such a magnitude that they can’t be
lost. In this model, the relationship between the antecedents and commitment is

moderated by social norms.
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Figure 3.6 Model of Commitment

Social norms

Conscious side bets

> Commitment

Unconscious side bets

Source: Becker, 1960

Becker (1960) summarises his conceptualisation of commitment by saying “to understand
commitment fully, we must discover the systems of value within which the mechanisms
and processes ... operate” (p. 35). While later researchers refined Becker’s (1960)
conceptual model his contribution was important because it defined the conceptual
underpinnings of commitment. Additionally the side bets construction has proven durable

in subsequent research.

Anderson and Weitz

Anderson and Weitz (1992) describe commitment as such a complex phenomenon that no
study can assess more than a fraction of the relevant determinants in a distribution
channel. With this constraint in mind, their model (see figure 3.7) proposes commitment
as the function of: a) each party’s perception of the other party’s commitment; b) self-
reported and perceived pledges made by each party; and c) factors such as
communication level, reputation and relationship history. The model predicts that parties
in a stable relationship have similar levels of commitment to the relationship. Exclusivity,
idiosyncratic investment, communications, and reputation for fairness impact positively
on commitment. Additionally, a manufacturer’s direct selling activity is posited as a

negative influence on distributor commitment. The model was empirically validated.
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Figure 3.7 The Effect of Pledges on Commitment
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Meyer, Allen and Smith

While Becker (1960) approached commitment from a sociological perspective, Meyer et
al. (1993) adopted a psychological perceptive to investigate commitment to organisations
and occupations. They aimed to develop a model that could be generalised beyond

specific domains. A multi-dimensional model of commitment that includes three distinct

forms of commitment was proposed: a) affective; b) continuance; c) normative.

Affective commitment is posited as particularly strong; employees with affective
commitment stay with the organisation because they want to. In contrast, continuance
committed employees remain because they need to (due to income or high exit barriers).

Normative commitment proposes that employees stay because they feel they ought to.
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The Meyer et al. (1993) model (see figure 3.8) appears conceptually useful in its
proposition of different forms of commitment. In particular the different motivations that
underpin the overt behaviour suggest commitment has several levels, is individually

defined, and based on the committed party’s experiences (historical and present day).
Figure 3.8 Psychological Perspective of a Commitment Model
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Morgan and Hunt

Morgan and Hunt (1994) explored the relationship between commitment and trust. The
authors proposed that successful relationship marketing requires both commitment and
trust, and these facets are proposed to lead to cooperative behaviours that are naturally

conducive to relationship marketing.

The theory is based on a key mediating variable model where a mediating variable (trust),

five antecedents (relationship termination costs, relationship benefits, shared values,
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communication and opportunistic behaviour) and five consequences (acquiescence,
propensity to leave, cooperation, functional conflict and uncertainty) are proposed to
lead to relationship commitment(see figure 3.9). Importantly, a mediating model offers a

rich understanding between the proposed antecedents and consequences of commitment.

Figure 3.9 Morgan & Hunt’s Trust-Commitment Model
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Gundlach, Achrol and Mentzer

Gundlach et al. (1995) studied the effect of credibility and proportionality of commitment
inputs in an exchange upon the development of relational social norms, opportunism, and
long-term commitment intentions. When tested in a behavioural simulation, the model
(see figure 3.10) suggests: a) the credibility of commitment inputs in an exchange is
positively related to the development of relational social norms and is positively related
to long-term commitment intentions in the same period; b) relational social norms may be

undermined by opportunistic conduct and; c) the presence of relational social norms in
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one time period is positively related to commitment inputs and long-term commitment

intentions in later periods.

In a similar vein to Meyer et al., (1993), Gundlach et al. (1995) developed a three
component model of commitment. While acknowledging that there is a reasonable level
of consensus regarding the existence of three components, Gundlach et al. (1995) note
the continuing disagreement over what the three components are. Gundlach et al. (1995)

propose the components to be instrumental, attitudinal, and temporal.

Figure 3.10 Gundlach, Achrol and Menter’s Commitment Model
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The instrumental component is a calculative act in a similar vein to Becker’s (1960) side
bets. Once deployed, instrumental acts are difficult or impossible to re-deploy, which
make it costly to exit the relationship. The attitudinal component is similar to affective
commitment (see Meyer et al., 1993), representing an affective attachment to the values
of an organisation, one’s role relative to the values and to the organisation for its own
sake (Buchanan, 1974). Importantly, Gundlach et al. (1995) proposed that the attitudinal
component of commitment shares a common domain with loyalty. The temporal

component emphasised the fact that commitment is only meaningful if it is maintained
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over the long term — commitment was thought to escalate over time in the temporal

dimension.

Gundlach et al. (1995) proposed two fundamental dimensions of commitment. Firstly the
magnitude of the party’s combined commitment to the relationship and secondly the
proportionality of the commitment. Matching commitments are thought to align
incentives towards parity while disproportionate commitment leads to contrary incentives

and motives.

Kim and Frazier

In their 1997 study of distributor commitment, Kim and Frazier identified three
components of commitment: continuance, behavioural and affective. Continuance
commitment is the distributor’s desire to maintain a channel relationship. Behavioural
commitment is the extent to which a distributor provides special help to its supplier in
times of need. Affective commitment is the level of unity present in a channel
relationship. Three antecedents are proposed: specialised investment, manifest conflict
and supplier trustworthiness. A global scale and a composite scale for the measurement
of commitment was developed in which distributor commitment is the central or primary
construct. Kim and Frazier (1997) recommend that every component of commitment
should be examined separately. Kim and Frazier’s (1997) model (see figure 3.11)
supports the popular view that commitment is a three-component construct, but the

debate continues over what those three components are.
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Figure 3.11 Model of Distributor Commitment
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Rexha

Rexha (1999) investigated the relationship between Australian banks and their business
customers. The theoretical model (see figure 3.12) places trust as a mediating variable
between three antecedents (customer service personnel, competitive products and
customer-specific attention) and commitment. The findings suggest customer
commitment is influenced more by the bank’s customer service personnel than

competitive products.
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Figure 3.12 Model of the Commitment Relationship between a Bank and its

Commercial Customers
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Pritchard, Havitz and Howard

Pritchard et al. (1999) explored the link between loyalty and commitment. While there is
little consensus regarding the relationship between loyalty and commitment, the authors
pose commitment to be a mediating variable. Commitment is operationalised as
resistance to change. The authors test the relationship between loyalty and commitment
by developing direct effects models. The empirical evidence supports their view that the
relationship between commitment and loyalty is better explained through the adoption of

a mediating effects model than either of the direct effects models also tested.

Three antecedent processes are proposed: a) informational processes; b) identification
processes and; c) volitional processes. Informational processes involve three sub-

components: informational complexity, cognitive consistency and confidence.
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Identification processes occur where an individual’s decision is influenced by values or
where self image is identified with a particular brand or choice. Volitional processes
involve freedom from constraints and freedom to choose. The model is illustrated in

figure 3.13.

Figure 3.13 Mediating Effect Model
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Source: Pritchard et al. 1999

Pritchard et al.’s (1999) model is of interest because it proposes a link between
commitment and loyalty. What is less clear from the model is how well Pritchard et al.’s
(1999) model aligns with previous conceptions of either commitment or loyalty. The
operational measure of commitment appears imprecise; most practitioners now regard
commitment as a three-component construct, but Pritchard et al. (1999) propose a uni-

dimensional construct of commitment.

Critique
The critique of the commitment literature and models begins with comparing the fields
that the commitment research was undertaken in. This analysis is followed by a review of

the conceptualisations of commitment and comparisons of the antecedents, moderating
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variables, and mediating variables, and concludes with a review of the empirical testing

of these models.

Domains of research. The domains of research for the articles reviewed in this section are
relatively diverse. Two of the models are proposed for use in distributor commitment
(Anderson & Weitz, 1992; Kim & Frazier, 1997). This could be expected to have much
similarity with the domain of distributor loyalty. In response to a history of specific
commitment models being developed for separate domains, Meyer et al. (1993)
developed a generic commitment model that was designed to be applied to any
commitment field. Alternatively one of the models was developed specifically for the
financial services industry in Australia. This model (Rexha, 1999) has the potential to
provide some insights into the life insurance industry in New Zealand. The remaining
models developed by Morgan and Hunt (1994) and Gundlach et al. (1995) were

developed for broad application in the business-to-business environment.

In summary, there is a considerable diversity in the domains of application for
commitment research ranging from models developed specifically for the distribution
domain, through to models developed to be applied to any commitment relationship.
Interestingly, while Anderson and Weitz (1992) acknowledge that only a fraction of the
determinants of commitment can ever be assessed in a model, Meyer et al. (1993) have

attempted to create an overall model of the construct.

Conceptualisation of commitment. Three of the conceptual models include commitment
as a dependent variable. While there is consensus for the adoption of a three-component
view of commitment, there is not agreement on what the three components are. However,
as table 3.1 illustrates, there are strong similarities between two of the components. In
particular, all three models propose an attitudinal or affective component to commitment.
Similarly, there appears to be common ground in the second component, which focuses
on the long-term nature of the relationship. However, the third components are less
uniform. Meyer et al. (1993) propose the component as normative, which they define as
“employees staying because they feel they ought to”. Alternatively Gundlach et al. (1995)

posit the third component as instrumental, which they define as “the cost of exiting a
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relationship”. Finally, Kim and Frazier’s (1997) behavioural component is defined as
“the extent to which a distributor provides special help to a supplier in times of need”.
While they share some commonality, the third components are more dissimilar than
similar in their composition. In essence, it appears that components one and two are
universally applicable in the commitment domain while the third component represents

the idiosyncrasies of a specific domain such as distributor commitment.

Table 3.1 Components of the Three-Component View of Commitment

Author Component 1 Component 2 Component 3
Meyer et al. (1993) Affective Continuance Normative
Gundlach et al. (1995) Attitudinal Temporal Instrumental
Kim & Frazier (1997) Affective Continuance Behavioural

In summary, the consensus that exists regarding a three-component view of commitment
does not extend to full agreement on the components of commitment. However,
consensus does exist on two of the three components: specifically, there is an attitudinal

and a continuance or temporal component to the construct of commitment.

Antecedents. Each of the commitment models outlined in this chapter has a proposed
group of antecedents. Utilising the three broad categories proposed by Dick and Basu
(1994) and Oliver (1997) in the loyalty section of this chapter enables the apparently
diverse group of antecedents to be compared. Therefore table 3.2 groups the proposed
antecedents as cognitive, affective, or conative. The proposed antecedents were
categorised using descriptions of typical components of each antecedent group by Dick &

Basu (1994) and Oliver (1997).
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Table 3.2 Commitment Antecedents Grouped into Cognitive, Affective, and

Conative Categories

Author Cognitive Affective Conative

Becker (1960) Conscious side bets
Unconscious side bets

Anderson & Weitz Perception of Pledges

(1992) commitment from

each party

Meyer et al. (1993)

Socialisation experience in
remaining loyal to an
employer

Personal characteristics,
Structural characteristics,
Work experience

Recognition of side
bets

Morgan & Hunt (1994)

Shared Values

Relationship
termination costs
Relationship Benefits

Gundlach et al. (1995) Magnitude of

credibility

Long term
commitment intention
Opportunistic
behaviour (negative
effect)

Kim & Frazier (1997) Manifest conflict

Trustworthiness of

Specialised investment

supplier
Rexha (1999) Customer service Customer specific
personnel attention
Competitive
products
Pritchard et al.(1999) Informational Identification processes Volitional processes
processes

Table 3.2 illustrates that 25% of the proposed antecedents are cognitive in nature, 33%

are affective and 42% conative. This suggests that the majority of the commitment

antecedents (75%) are targeting what could be regarded as relatively strong states of

commitment, that is, affective and conative (see Oliver’s 1997 four stages of loyalty).

Conversely there has been comparatively less attention paid to the earlier/weaker

cognitive stage.

When analysing the various levels of commitment, a number of trends are evident.

Firstly, many of the conative antecedents are related to the concept of side bets (see

Becker in 1960), for example pledges, relationship termination costs and benefits,
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specialised investment. The remaining items can be broadly classified as product or
service delivery. Secondly, the affective items appear to fall broadly within the constructs
of trust, shared values and identification processes. Finally, the cognitive items are few in
number and are represented by credibility, manifest conflict, service personnel, and

competitive products.

In summary, by grouping the commitment antecedents using the same conceptual
headings as proposed by Dick and Basu (1994) in the loyalty domain, it becomes evident
that the majority of the commitment antecedents are affective and conative in nature.
Therefore much of the effort in the commitment field appears centred on attaining a
liking for a business-to-business partner (affective) or creating an intention to be

committed (conative).

Moderating variables. The inclusion of moderating influences in a commitment model is
found in only 25% of the models analysed in this review: specifically, only Becker
(1960) and Gundlach et al. (1995) propose moderating variables. In both instances social

norms are proposed as the moderating influence.

Mediating variables. Mediating variables are proposed in two of the models. Morgan and
Hunt (1994) proposed that trust was a mediating variable for commitment. Similarly,
Rexha (1999) posited that trust mediates commitment in the financial services industry.
Interestingly Pritchard et al. (1999) also explicated a mediating variable. However, in this
model, no variable is posited to mediate commitment, instead commitment is proposed to
mediate loyalty. Therefore, while Pritchard et al. (1999) do include a mediating variable
in their model, the variable proposed relates to the wider hypothesis that there is a link
between commitment and loyalty rather than a mediating variable impacting on

commitment. In summary, trust is the only mediating variable posited for commitment.

Empirical testing. All of the commitment models, with the exception of Becker’s (1960),

have been empirically tested. In each circumstance the authors report that the empirical
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testing supports their model. This raises an interesting question. Given that the models
proposed are similar but distinctive, how is it possible that the empirical evidence
supports so many different models? One possible explanation is that the models have,
with the exception of Meyer et al. (1993), been designed and tested within specific
domains of commitment. The apparent congruence between the third component of
commitment and the domain under examination adds further weight to this perspective.
Therefore it is plausible that the models are empirically valid within their specific
domains. This explanation would however limit the generalization of these models in the

commitment domain.

Summary. The critique enables a number of observations to be made. Firstly, most of the
models examined have been developed for specific domains. In particular models of
distributor commitment (Anderson & Weitz, 1992; Kim & Frazier, 1997) and
commitment in the financial services industry (Rexha, 1999) have promise in terms of

potential applicability to the development of a conceptual model for distributor loyalty.

Secondly, consensus exists that commitment comprises three components. Further to this,
there is consensus that the first two components are attitudinal and of continuance in
nature. The third commitment component appears to be related to the specific domain

under investigation than to the overall construct of commitment.

Thirdly, the proposed antecedents of commitment can be grouped into cognitive,
affective, and conative antecedents. When grouped on this basis the majority of the
proposed antecedents are identified as affective and cognitive. Fourthly, few of the
commitment models contained moderating variables, but those that did (Becker, 1960;
Gundlach et al., 1995) propose social norms as the moderating variable. Similarly, only
two commitment models contained mediating variables (Morgan & Hunt, 1994; Rexha,

1999). In both models trust was proposed to mediate commitment.



55

Finally, most of the proposed models have been subjected to empirical testing within
their specific domain. Therefore the models are potentially empirically valid but may also

be of restricted validity.

3.4 Integration of Theories

Based on the critique undertaken, there are a number of observations that can be made in
regard to potential integration of the customer loyalty and commitment fields. Firstly,
there is an overarching model in both fields. In the customer loyalty domain, Dick and
Basu (1994) propose a model for general application. Similarly, Meyer et al. (1993)
propose a general framework for commitment. While the models contain common
elements (attitudinal and behavioural components of the dependent variable), they are
conceptually more disparate than similar. For example Meyer et al. propose that each of
their three antecedents have an independent effect on three forms of commitment; that is,
there is no inter-relationship between either the antecedents or the separate forms of
commitment (affective, continuance and normative). By contrast Dick and Basu (1994)
propose all antecedents have a similar effect on the formation of loyalty (specifically the

relative attitude component).

Secondly, from a conceptual perspective, Oliver’s (1997) proposition that loyalty moves
through phases beginning at a weak form (cognitive loyalty) and moving through to the
strongest state (action loyalty) does not have a parallel in the commitment field.
Invariably the commitment models represent a linear relationship between a group of
antecedents and the dependent variable. Therefore when seeking to represent distributor
loyalty, the weight of theoretical evidence from the commitment field in support of an

antecedent relationship impacting on a dependent variable should not be lightly ignored.

Thirdly both fields propose attitudinal and behavioural components of their dependent
variables. In the loyalty domain there appears to be less explication of the components
than in the commitment domain. In particular, the commitment field has reached
consensus that commitment has three components and that two of these components are

attitudinal (affective) and behavioural (continuance/temporal). These two components
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broadly match the two components of loyalty proposed by Dick and Basu (1994) of
relative attitude and repeat purchase behaviour. The analysis of the components raises
some questions regarding the third component of commitment which does not appear to

be represented directly in the loyalty literature.

Meyer et al.’s (1993) normative component is conceptually similar to the social norms
variable that is conceptualised as a moderator in some loyalty models (see Dick & Basu,
1994). Likewise Gundlach et al.’s (1995) instrumental component could plausibly
parallel the variables that are typically regarded as conative antecedents in loyalty
literature (see Dick & Basu, 1994; Oliver, 1997). The behavioural component proposed
by Kim and Frazier (1997) (a distributor providing special help to a supplier in times of
need) does not have a parallel in the loyalty literature. This is possibly because customer
loyalty is normally focused on the end-customer rather than a business-to-business
relationship. Consequently, there would be few occasions where an end-customer could

provide special help to a supplier.

Fourthly, the antecedents for both constructs can be broadly grouped in terms of
cognitive, affective and conative antecedents. Much of the commitment literature is
focused on the deeper level states of commitment (e.g. conative antecedents and side
bets). It is also important to note that when models are designed to have general
application to a field, the antecedent definitions tend to be broad (see Dick & Basu,
1994). However as the specificity of the domain increases it is common for the detail of
the antecedents to increase accordingly. Therefore it appears reasonable to assume that
while commitment antecedents can be broadly grouped into cognitive, affective, and
conative groups, any model specifically developed for the specialist distributor loyalty
domain would be likely to require explication of the particular items that precede

distributor loyalty.

Furthermore, consensus exists that satisfaction is largely a precondition for the attainment
of loyalty. In contrast, the role of satisfaction in generating commitment receives little

direct attention. There are a couple of possible explanations for this. Satisfaction is
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relatively simple for end-customers to quantify whereas satisfaction in a business-to-
business relationship is not, especially given the potential for multiple relationships and
dimensions. Secondly, potential side bets may outweigh the impact of any perceived
satisfaction (e.g. a buyer with considerable sunk cost in customised machinery may
remain committed to the relationship because of these costs rather than satisfaction with a

supplier).

The role of trust in the commitment literature is worthy of note due to the differences in
its treatment. In their distributor commitment model Kim and Frazier (1997) propose
supplier trustworthiness as an antecedent. In contrast, both Morgan and Hunt (1994) and
Rexha (1999) propose that trust mediates commitment. Regardless of its specific role,
trust does appear to be very important. Interestingly, it is not given a great deal of
emphasis in the customer loyalty literature. Where proposed, moderating influences
appear relatively similar, for example social norms are fairly widely proposed (Becker,
1960; Dick & Basu, 1994; Gundlach et al., 1995).

In summary, the review of the theoretical literature suggests that drawing from the
customer loyalty and commitment fields has some promise in terms of making a
worthwhile contribution to distributor loyalty. The following section provides a summary

of the definitions and measures for the loyalty and commitment fields.

3.4.1 Definition and Measurement

Loyalty

It is pertinent to recognise that no definition or measure has previously been developed
for distributor loyalty. Consequently this review draws on contributions from the
customer loyalty field and some of the sub-domains such as brand loyalty. The review
begins with an overview of definitions of loyalty before examining the seminal measures

of loyalty.
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Definitions. Unfortunately, the everyday nature of the loyalty construct leads to the
problem that everyone ‘knows’ what it is (see Jacoby & Chestnut, 1978). Theoretically,
science transcends this issue by demanding precision in definitional work. However, in
practice, the customer loyalty field is plagued by a multiplicity of definitions that
undermine our ability to generalise from specific investigations. The following

definitional review of customer loyalty highlights these concerns.

As previously outlined, the Oxford Dictionary defines loyalty as “true, faithful, to duty,
love, or obligation: faithful in allegiance to Sovereign, government or mother country.”
Alternatively, the Encyclopedia of Britannica adopts a somewhat broader view of loyalty
as “a person’s devotion or sentiment of attachment to a particular object, which may be

another person or group, an ideal, a duty or a cause.”

Comparing these definitions with the etymological background of the word loyal (i.e.
being faithful in carrying out one’s legal obligations) enables a number of observations
about these ‘general’ definitions of loyalty to be made. Firstly, loyalty appears to be
given to a particular object which can be either animate (e.g. a person) or inanimate (e.g.
a cause or ideal). Secondly, it appears that over time, the influence of loyalty has
extended beyond being faithful to legal obligations to being faithful to a much broader
sphere or entity i.e. being loyal to a cause. Therefore, the use of the term loyalty has
extended from loyalty to a monarch to loyalty to a brand of cornflakes. By its very nature,
this suggests that while the use of the term is more prevalent today than 500 years ago

(when the term originated), its meaning is also possibly more diluted.

Finally, although they imply resultant overt behaviour, the later definitions (Oxford
Dictionary & Encyclopedia of Britannica) include an emotional component in their
definition. This suggests that as loyalty has transformed from ‘faithfully undertaking
legal obligations’ to emotional components such as sentiment of attachment, love and

devotion.
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Historically, the field has been beset by a plethora of behavioural definitions of loyalty
(Baldinger & Rubinson, 1997) while operational definitions have developed without
theoretical, conceptual underpinnings (Jacoby & Chestnut, 1978). Bearing in mind that
consensus holds that loyalty is both a behavioural and an attitudinal phenomenon,
defining loyalty purely in behavioural terms would appear inappropriate. More
importantly, a behavioural definition is extremely restrictive because it does not allow
investigation of how loyalty actually occurs; Jacoby and Chestnut (1978) describe this as
capturing only the static outcome of a dynamic process. An additional concern in the
utilisation of a behavioural definition is that it will over-report levels because it will

include spurious loyalty.

Of similar concern, is the proliferation of operational definitions (Jacoby & Chestnut,
1978). This phenomenon promotes confusion and an inability to communicate with
precision regarding the construct. The advancement of a field is acutely undermined in
these circumstances because generalisations regarding the construct are impossible to
make (Bohrnstedt, 1970). The situation appears to have improved little since Jacoby and
Chestnut’s seminal work in 1978. It is only relatively recently that researchers have
begun to develop conceptual frameworks for customer loyalty. Perhaps more importantly,
by 2005 only one of these conceptual models had been empirically tested and validated

(see Harris & Goode, 2004). Therefore the field has continued to replicate past problems.

In summary, the loyalty domain is poorly presented in terms of definitions. Researchers
appear to have been too willing to develop new definitions that are frequently lacking any
theoretical underpinnings. Consequently, the field is characterized by having a wide

range of definitions that have little scientific robustness.

The transition to a combination definition (combining attitude and behaviour) was
signaled by Day (1969) who proposed a loyalty index that was a function of purchases
and attitude towards a brand. According to Day, true loyalty requires both of these factors
to be present. Jacoby and Kyner (1973) developed a detailed definition that requires

meeting six criteria. Specifically the authors propose brand loyalty as (a) the biased, (b)
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behavioural response (c) expressed over time, (d) by some decision-making unit, (e) with
respect to one or more alternatives from a set of brands, and (f) is a function of

psychological processes (p. 2).

In a rare exception to the popularity of the dual definition, Jarvis and Wilcox (1977)
propose that loyal customers are “those who tend to concentrate their purchases within
one or a limited number of brands and stores” (p. 9). This behavioural definition does not
concur with what was, by this time, becoming a clear consensus that loyalty had an

attitudinal as well as a behavioural aspect.

When the Dick and Basu (1994) and Oliver (1997) conceptual models of customer
loyalty were developed, both incorporated dual components in their definitions. Dick and
Basu (1994 p. 99) define customer loyalty as “the strength of relationship between an
individual’s relative attitude and repeat patronage”. In contrast to the simplicity of Dick
and Basu’s definition, Oliver (1999 p. 34) defines customer loyalty as “a deeply held
commitment to consistently source products/services from a supplier in the future,
thereby causing same supplier purchases despite situational influences and marketing

efforts having potential to cause switching behaviour.”

When comparing the various definitions, three observations can be made. Firstly,
contemporary definitions typically include attitudinal and behavioural components.
Secondly, the more recent definitions have sought to be more specific by explicating
components such as situational loyalty (e.g. Oliver, 1999). Finally, while there is
reasonable agreement around the broad definitions of the components, researchers have
not tended to build on previous research in the development of their definitions. For
example, table 3.3 outlines the attitudinal and behavioural components from the authors

who proposed a dual definition of loyalty.
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Table 3.3 Behavioural and Attitudinal Definition Components from Authors who

Propose a Combined Attitude and Behaviour Definition of Loyalty

Author Behaviour Attitude

Cunningham (1956) % of purchases (intensity) Attitude towards brand

Day (1969) % of purchases (intensity) Attitude towards brand

Jacoby & Kyner (1973) Behavioural response expressed Biased as a result of the function
over time (duration) of psychological processes

Dick & Basu (1994) Repeat patronage (duration) Relative attitude

Oliver (1999) Same supplier purchases Deeply held commitment
(duration)

From the behavioural perspective, no consensus appears to exist regarding the expression
of the component. While Cunningham (1956) and Day (1969) proposed that the
percentage of purchases was indicative of loyal behaviour, Jacoby and Kyner (1973),
Dick and Basu (1994) and Oliver (1999) posited repeat patronage represented loyal
behaviour. This indicates that the majority of authors appeared more concerned with

durational rather than the intensity aspects of loyalty.

An examination of the attitudinal components also provides some insights. In particular,
it is interesting to note that the complexity of the attitudinal component has changed over
time with authors proposing different areas of emphasis. For example, Jacoby and Olsen
(1970) propose the concept of a “biased” evaluation of information but this is not found

in the definitional work of later research.

In summary, the review revealed that while definitions have changed over time, it was
difficult to find evidence that researchers had cross-referenced their work to previous
definitions. Rather, it appeared that each definition had been developed in isolation.
Consequently, although consensus exists regarding the two components (attitude and
behaviour), there is no evidence that this consensus extended to how these individual

components should be defined.

Measures of loyalty. The development of measures has followed a similar path to that of

the definitional work (i.e. a lack of scientific rigor has impeded progress). The
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relationship between definitions and measures of loyalty is unusually close, because the

majority of the definitions have been operational (Jacoby & Chestnut, 1978).

The brand loyalty field can be divided into two distinct phases. The first phase concluded
in 1969 with the publishing of Day’s article where he stated attitude was an important
component of loyalty. Until this point, the majority of the measures developed were
behavioural and designed to measure consistency of purchase. The second phase involved
composite operational measures of loyalty (typically without the benefit of conceptual
frameworks), where researchers sought to understand the reasons for, and strength of

behavioural brand loyalty.

Jacoby (1969) proposed an index of strength based on the size of the regions, the number
of brands within them and the distances between the regions. Jarvis and Wilcox (1977)
extended brand loyalty measurement by going beyond preference and considering

awareness in their development of an index of “cognitive loyalty”.
p g yalty

In a review of brand loyalty measures, Jacoby and Chestnut (1978) identified 53 indices.
The measures were divided into three groups: a) behavioural; b) attitudinal; and c)
composite indices. Sixty percent of the indices were exclusively behavioural, based either
on actual or self-reported purchasing behaviour. The indices were divided into five sub-
categories: a) proportion of purchase to a given brand; b) the sequence in which brands
are purchased; c) probability of purchase; d) combined behavioural criteria; and €) a

number of miscellaneous measures.

The exclusively behavioural indices were shown to be untenable. Firstly, on the grounds
that they were devoid of any logical or conceptual basis (the reviewers describe the lack
as simply poor science and no substitute for the rigor of developing of a clear concept of
what was going to be measured before developing measures.) Secondly, behavioural
indices result in arbitrary boundaries for loyal behaviour (e.g. 50% of purchases, or three
consecutive purchases) which are then “cloaked” in acceptability’ through the statistical

estimation procedures.



63

Thirdly, the adoption of an exclusively behavioural index oversimplifies a multifaceted
phenomenon and compounds three issues: a) the behavioural definitions mistakenly
include spurious loyalty; b) the behavioural definitions fail to accommodate multi-brand
loyalty, when for many consumers polygamous loyalty is a reality; and c) of greatest
concern is the lack of consideration given to testing the measures for reliability, validity
and sensitivity (i.e. scientific validation). Of the 33 measures reviewed only three
provided test re-test reliabilities, while sensitivity measurement varied greatly. The
information necessary for assessing predictive and construct validity was simply

inadequate.

Attitudinal indices of brand loyalty were much less numerous than behavioural indices.
Although initially appearing to provide greater sensitivity than behavioural indices,
attitudinal measures have no empirical evidence to substantiate this claim. While they
appear to explain a unique portion of the variance associated with brand loyalty, Jacoby
and Chestnut (1978) assert that the measures are not related as hypothesised with other

variables.

Composite measures integrate the behavioural and attitudinal variables and appear to
offer some advantages over the single component measures. However, composite
measures require greater subject involvement (as opposed to pencil and paper measures)

— the resultant “behaviouroid” measures have greater potential for sensitivity.

In summary, the lack of progress in rationalising the field in terms of measures and
definitions is of concern. While the development of conceptual models could be expected
to help in the rationalisation of definitions and measures, it is difficult to find evidence of
this occurring (see Oliver, 1997). In the main, measures have continued to be developed
that are neither based on a conceptual framework nor built on previous research.
Consequently most measures should be treated with some scepticism. On this basis, for

the reasons outlined, the development of measures for distributor loyalty is unlikely to
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result from the wholesale adoption of an existing customer loyalty measure. The

following section details the commitment definitions and measures.

Commitment

This section examines the definitions and measures of commitment, based on the articles
reviewed in the commitment field. The definitions are reviewed in historical order, then
compared to identify common and disparate aspects. The review of measures follows a

similar structure.

Definitions. Howard Becker is widely regarded as “the originator” of commitment
research with the landmark article “Notes on the Concept of Commitment” (1960). Until
this time, the term commitment was widely used but poorly explicated. Becker (1960)
defined commitment as “consistent behaviour” that arises because it is morally wrong,
practically expedient or both to do otherwise (pp. 33). Crosby and Taylor (1983) describe
customer commitment as “a stable preference that is bound by an attitude of resistance to
change”, in which resistance is principal evidence of commitment (p. 141). In the 1990s
Anderson and Weitz (1992) provided one of the earliest business relationship related
definitions of commitment by proposing commitment as: a) “a desire to develop a stable
relationship”; b) “a willingness to make short-term sacrifices to maintain the
relationship”; and c¢) “a confidence in the stability of the relationship” (p. 19). Three

components must be present for commitment to be established and maintained.

Scheer and Stern (1992) took a more parsimonious view defining it as “intention to
continue the relationship” (p. 130). Morgan and Hunt’s (1994) study on distribution
channels in the tyre industry defined commitment as “an exchange partner believing that
an ongoing relationship with another is so important as to warrant maximum efforts at
maintaining it” (p. 23). In contrast, Gundlach et al. (1995) conducted a laboratory
simulation for a distributor channel where they defined commitment as: a) “affirmative
action taken by one party that creates a self-interest stake in the relationship and
demonstrates something more than a mere promise”, b) “an enduring intention to develop

and maintain a stable long-term relationship”, c) “the inputs and attitudes brought to the
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relationship must reveal consistency overtime” (p. 79). While studying distributor
commitment, Kim and Frazier (1997), defined the construct as “the extent of a
distributor’s business ties with its focal suppliers” (p. 141). Finally, Pritchard et al. (1999)
in examining the link between commitment and loyalty, adopted the aforesaid Crosby
and Taylor (1983) definition of commitment. The main definitions of commitment are

summarised in table 3.4.

Table 3.4 Summary of the Seminal Definitions of Commitment

Author Definition of Commitment
Becker , (1960) Consistent behaviour
Crosby & Taylor, (1983) A stable preference that was bound by an attitude of resistance to change
Anderson & Weitz, (1992) a) A desire to develop a stable relationship; b) a willingness to make

short-term sacrifices to maintain the relationship; and c) a confidence in
the stability of the relationship

Morgan & Hunt, (1994) An exchange partner believing that an ongoing relationship with another
is so important as to warrant maximum efforts at maintaining it

Gundlach, Achrol and a) “affirmative action taken by one party that creates a self-interest stake

Mentzer, (1995) in the relationship and demonstrates something more than a mere

promise, b) an enduring intention to develop and maintain a stable long-
term relationship, c) the inputs and attitudes brought to the relationship
must reveal consistency overtime

Kim & Frazier, (1997) The extent of a distributor’s business ties with its focal suppliers

An analysis of these definitions reveals four trends. Firstly, the majority of the definitions
have an attitudinal component (Anderson & Weitz, 1992; Crosby & Taylor, 1983;
Gundlach et al., 1995, Morgan & Hunt, 1994) Interestingly, Becker’s (1960) early
definition of commitment and Kim and Frazier’s (1997) later definition are the only ones

to include only a behavioural component of commitment.

Secondly, the commitment definitions commonly include a reference to consistency but
no reference to an increase in the level of commitment. Therefore, it is reasonable to
conclude that commitment is more about maintaining the status quo between relationship
partners than about increasing the level or degree of commitment (i.e. definitions focus
on duration rather than intensity). Thirdly, there is no reference in the definitions to
exclusivity of relationship. It would appear that the concept of polygamous commitment

is an acceptable part of a committed business relationship. Finally, the definitions imply
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that a committed relationship is enduring which excludes short-term, transactional

relationships. Interestingly, what constitutes enduring, is not defined by the researchers.

This review demonstrates that commitment research has a more recent history than
loyalty research. The majority of commitment research has been undertaken in the past
decade while loyalty research spans over half a century. The commitment field also
appears to be characterised by divergent definitions and measuring developments, like
loyalty. However, a proliferation of definitions also affects loyalty. At least 25 definitions

of commitment were developed in the period prior to 1986 (O’Reilly & Chatman, 1986).

Measures of commitment. Because commitment is such a complex phenomenon, the
choice that researchers take in measuring the construct is of paramount importance. Table
3.5 outlines the measures adopted by the prominent researchers covered in this literature
review. Of particular interest are: a) the components the measure is proposed to tap; b)
the researcher’s adoption of either a global or component scale; and c) the number of

items utilised in the measure.

Table 3.5 Measures of Commitment from Seminal Research.

Author Measure
Crosby & Taylor 13 Likert type items aimed to measure: a) resistance to change, b) positional
(1983) involvement, ¢) volitional choice and d) informational complexity.
Anderson & Weitz Ten-item global scale aimed to tap various facets of commitment such as: a)
(1992) belief, b) expectation, c) willingness and d) behaviour of the committed partner.

Scheer & Stern (1992) Two-item global scale on desirability of continuing the relationship.

Morgan & Hunt (1994)  Seven-item global scale: a) the importance of the supplier, b) intentions, c)
effort to maintain the relationship and d) sense of family and care within the

relationship
Gundlach, Achrol & Measure taps: a) input components such as information disclosure, b) attitudinal
Mentzer (1995) components e.g. long-term commitment intentions and c) temporal dimensions.
Kim & Frazier (1997) Seven-item global scale and 13-item component scales that measure proposed
commitment components (continuance, behavioural and affective)
Pritchard, Havitz & Adopted Crosby and Taylor’s (1983) measure of commitment

Howard(1999)

When examining the components that each measure taps, it becomes clear that there is no
agreement on the number and type of components of commitment (see table 3.5). In some

instances (e.g. Sheer & Stern, 1992), a measure tapping only the desirability of
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continuing the relationship (i.e. continuance intention) is recommended. In contrast, some
measures seek to tap a multitude of components (e.g. both Anderson & Weitz [1992] and

Morgan & Hunt [1994] aim to tap four components).

The variety of approaches is mirrored in variations seen between the adoption of either
global or component scales in measurement. Specifically, half of the measures reviewed
adopted purely global scales; one third utilised solely component scales; the remaining
researchers, Kim and Frazier (1997), propose a global and component measure of
commitment. Kim and Frazier (1997) reiterate that if distributor commitment is the
primary construct under investigation then every component should be examined

separately, rather than globally.

Finally, there is a wide disparity in the number of items adopted in the measurement of
commitment: these vary from two to 13 items. Bearing in mind the preference for
parsimony in science, this range suggests that researchers have differing views on the
complexity of the construct of commitment. In summary no consensus exists on the

measurement of commitment.

Integration of Definitions and Measures.

This review indicates that the loyalty and commitment constructs are related but not
synonymous. There are many areas where the constructs share ground, but the
distinctions between them are sufficient to suggest they should be treated separately. This
section integrates the definitional aspects of these constructs and then presents an

integration of the measures.

Integration of definitions. There are three pertinent observations that can be made
regarding the relationship between loyalty and commitment. Firstly, there would appear
to be a fundamental difference in the objective of creating a committed relationship
versus a loyal relationship. In particular, commitment definitions focus on the
continuance of the relationship while loyalty definitions encompass an attitudinal

preference which results in a repeat patronage to the exclusion of other competitors.
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Therefore, one major departure between commitment and loyalty is the manner in which
a successful relational state is defined. In commitment it is sufficient to simply continue
the relationship whereas in loyalty there is an element of exclusivity. In short,
commitment allows for a polygamous relationship between parties which is specifically

excluded in definitions of loyalty.

Secondly, it appears that commitment can be based predominantly on contractual terms
(i.e. a behavioural commitment with low levels of attitudinal preference). Therefore, it
would also seem viable to include in the definition of commitment within the
commitment domain the equivalent of spurious loyalty (i.e. RPB without attitudinal

preference).

Finally, the emphasis on the attitudinal aspect of commitment is probably due to the
strong relational nature of most business-to-business relationships; this dynamic in not as
marked in the loyalty domain because the relational dimension is less pronounced.
Consequently, where there is a high reliance on relational continuity, there is likely to be
a similar emphasis on attitude (e.g. continuance intention) in the definition. Conversely,
where the need for relational continuance is less evident (e.g. customer loyalty), there is
likely to be more of a balance between the attitudinal and behavioural components in a

definition.

From this brief comparison, it is evident that customer loyalty and commitment share a
number of dimensions (e.g. behavioural and attitudinal components). However, it is
reasonable to conclude from this definitional analysis that the constructs are related but
not synonymous. Therefore, some criteria must be considered key in defining distributor
loyalty. Most importantly, although the commitment domain is likely to provide insight
into the requisite relational dimension of distributor loyalty, the requirement for
preference for or exclusivity of supplier means that the customer loyalty definitions are

likely to form a stronger basis for definitional contributions than are those of the
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commitment domain. The following section seeks to integrate the measures of loyalty

and definition.

Integration of measures. The preceding review illustrates the distinct development paths
that characterise loyalty and commitment research. In particular, it would appear that the
problems that have confounded loyalty definitions are, not surprisingly, also found in the
measures. Similarly, the more stringent scientific discipline that has been applied to the
commitment definitional work is also present in the measurement of the construct.
Notwithstanding this apparent distinction in scientific rigor, there are three areas that

clearly demonstrate an overlap in the measurement of loyalty and commitment.

Firstly, researchers acknowledge that the dependent variables of loyalty and commitment
are complex phenomena and the adoption of these terms in everyday language
compounds the difficulties in measurement. Secondly, consensus exists in both fields that
measures of each construct should tap attitudinal and behavioural aspects. Critically, it
would appear that while loyalty researchers have only recently reached consensus on this
facet, there has been little dissention in the commitment domain regarding this
perspective. Finally, progress in both fields appears to be hindered by the same problem:
a plethora of measures. Rather than build on the work of previous researchers, it would
appear that both fields are characterised by researchers developing their own measures

with little, if any, reference to previous measures.

Although the measures of loyalty and commitment have some common elements, they
contrast in a number of significant ways. Firstly, there is the issue of how to measure the
behavioural component of each construct. With commitment, there is consensus that the
behavioural component is best measured through tapping the durational dimension of the
relationship (i.e. a committed relationship is one that endures beyond a series of basic
transactions). Conversely, the measurement of a behaviourally loyal relationship is less
unified. For example, Brown (1952) proposed three forms of loyal behaviour (undivided,
divided and unstable) while Cunningham (1956) measured loyalty using a proportion of

purchase index and Dick and Basu (1994) simply propose repeat purchase behaviour.
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Secondly, the attitudinal components of the two constructs are disparate in their
measurement. Specifically, contemporary loyalty measures imply that a customer can
only be loyal to one product within a product group. That is, polygamous loyalty is not
acceptable. In contrast, the commitment measures tend to focus heavily on long-term
commitment intentions as the major attitudinal component of the construct. Importantly,
this means that it is possible in a commitment measure for a relationship partner to be

committed to more than one party at any given time.

Thirdly, the measurement of commitment proposed would appear to allow the equivalent
of spurious loyalty to be considered as commitment. For instance, within the loyalty
research, behavioural loyalty without any attitudinal preference would not be regarded as
true loyalty. In contrast, because the commitment field focuses on long-term commitment
intentions rather than exclusivity of relationship or relative attitude, it would by definition
include relationship partners who are behaviorally committed and intend to remain
behaviourally committed (i.e. commitment intention) but have no attitudinal preference

for one relationship over another.

In summary, an integration of the psychometric literature reveals that while the fields
have some common ground, there are sufficient differences to substantiate the claim that
loyalty and commitment are related but not synonymous. The constructs differ on at least
three dimensions: a) loyalty is focused predominately on achieving exclusivity of
behaviour while commitment is concerned mainly with relationship continuance; b) the
management of loyalty involves measuring and influencing the intensity of a relationship
whereas commitment seeks to measure and influence the duration of a relationship; c)
loyalty is made up of two components while commitment is a three component construct.
The key contributions to loyalty and commitment from extant research are summarised
in table 3.6. The thesis will now move on to outline the specific approach adopted in the

thesis research to overcome these complexities.
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Table 3.6 Summary of key Contributions to Loyalty and Commitment Research

Author Contribution
Becker, (1960) Original conceptual framework of commitment based on side bets
Day (1969) Loyalty conceptualised as having attitudinal and behavioral components
Wind (1970) Development of a business-to-business loyalty model

Anderson & Weitz (1992)

The effect of pledges on commitment

Meyer et al, (1993)

Introduction of a general model of commitment from a psychological
perspective

Morgan & Hunt (1994)

The mediating effect of trust on commitment

Dick & Basu, (1994)

Development of an integrated conceptual model of customer loyalty

Gundlach, Achrol & Menter
(1995)

Model of commitment composed of instrumental, attitudinal and
temporal components

Oliver, (1997)

Development of a conceptual framework to explain the formation of
loyalty

Kim & Frazier (1997)

Model of commitment composed of behavioural, affective and
continuance components

Rexha (1999)

Model of commitment relationship between a bank and its commercial
customers

Pritchard, Havitz and Howard
(1999)

Conceptual model proposing a link between loyalty and commitment

Oliver (1999)

Roles of individual fortitude and community support in the formation of
loyalty
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CHAPTER FOUR
PHASE ONE RESEARCH —
DEVELOPMENT OF THE CONCEPTUAL MODEL

4.1 Introduction

While we have a reasonable amount of knowledge about the construct of commitment
and there is less research that reliably informs us about customer loyalty, the research
into distributor loyalty appears non-existent. Therefore scientific inquiry is imperative
to assist academics and practitioners to understand what distributor loyalty is and how

1t can be accurately conceptually represented.

This chapter pertains to a conceptual model of distributor loyalty that will be
empirically tested in later parts of the research. The first section identifies the gaps in
our current knowledge about distributor loyalty. The research subject and its
environment are presented to provide a context for this research. The research
methodology is then identified and the method to develop a conceptual model is
outlined. The results are presented and an inductive conceptual model is outlined.
This conceptual model is then integrated with existing knowledge about customer
loyalty and commitment in order to identify potential enhancements from
practitioners’ perspectives. The chapter concludes with a conceptual model based on
the practitioners’ model and existing literature. Subsequent chapters develop

measures for testing the model

4.2 The Research Subject and Its Environment

This section introduces the industry chosen to exemplify supplier—distributor loyalty,
that of life insurance. It begins by outlining the industry’s New Zealand context and

follows with an overview of the global and local life insurance industry.
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4.2.1 New Zealand Context

New Zealand is a relatively sparsely populated country isolated by distance from
many of its largest export markets. The national economy is small at $104 billion of
GDP. The relative economic standing of New 7Zealand has declined over the past
three decades as demonstrated by a declining GDP per capita figure in relation to
other OECD countries. New Zealand is lightly regulated but it has an extensive social
welfare system, which negatively affects demand for individual protection and wealth

accumulation products marketed by life insurance companies.

The Financial Services Industry

The local financial services industry is small in comparison with global market
industries, but is significant in terms of New Zealand’s economy. Prior to 1984, the
banking and life insurance industries were separated th<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>