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EDITORIAL PREFACE 

 

This year we have received more than 40 papers from around the world. We are pleased to 

see diversity in both research topics and authorship.  

We would like to thank everybody who participated in, helped with, and arranged 2014 

Association of Collegiate Marketing Educators proceedings. We want to acknowledge all 

track chairs for their masterful handling of the reviewing process in the given time frame, and 

would also like to thank all the reviewers for their expert critiques. 

We would like to thank all authors for their timely submissions and adherence to our 

proceedings standards. Without your efforts our task would have been next to impossible. 

Last, but not least, I wish to acknowledge the assistance of ACME Program Chair Prashant 

Srivastava in helping me with finalizing these proceedings, especially during the final stages 

of the process. 

 

Qiang Fei, Ph.D. 

2014 ACME Proceedings Editor 

Prairie View A&M University 

Prairie View, TX 

  



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

iii 
 

MESSAGE FROM THE PRESIDENT 

 

Greetings to All! 

 

As you look through the proceedings this letter accompanies before, during or after the 2014 

Association of Collegiate Marketing Educator‘s (ACME) Conference in Dallas we hope you 

will benefit from this exploration. This proceedings is just one part of the ACME‘s effort to 

encourage exploration and development of superior marketing practices from an academic 

and practitioner perspective. Our mission statement calls for us to be ―a non-profit 

corporation mandated to further marketing education, and to further marketing research and 

faculty development so as to improve the effectiveness of marketing education as practical 

preparation for the practice of marketing.‖ 

 

One can find out more about ACME by visiting our home on the internet at www.acme-

fbd.org. We are associated with the Federation of Business Disciplines (FBD). More 

information about FBD can be found at www.fbdonline.org.  

 

For his effort towards this, the 41
st
 annual conference of ACME, we want to give a special 

thanks to Program Chair Prashant Srivastava of Drexel University. Prashant has put in many, 

many hours working with the ACME Officers, Track Chairs, FBD Program Chair and others 

to ensure the type of successful program ACME is known for. Thank You, Prashant! 

 

Congratulations to our many award winners recognized at this year‘s conference and thanks 

to all the officers, track chairs and others who made the conference possible. These honorees 

and conference leadership team members are listed throughout the proceedings.  

 

In closing this note let me invite you to not only attend, but get involved in, the 42nd Annual 

Conference to be held in Houston, Texas from March 11-14, 2015. Next year‘s Program 

Chair, Vivek Natarajan of Lamar University, is already hard at work preparing for another 

great conference. Please contact him to see how you can get involved. 

 

Sincerely, 

 

Patrick D. Fountain 

 

Patrick D. ―Pat‖ Fountain, Assistant to the President 

East Central University 

Ada, Oklahoma 

 

  

http://www.acme-fbd.org/
http://www.acme-fbd.org/
http://www.fbdonline.org/
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MESSAGE FROM THE PROGRAM CHAIR 

 

Dear ACME Colleagues, 

 

It gives me great pleasure to welcome all the participants to the 2014 Association of 

Collegiate Marketing Educators (ACME) Conference being held in Dallas, TX. I would also 

like to welcome you not only on behalf of the ACME but also the Federation of Business 

Disciplines (FBD) of which ACME is a small but significant part. You and all the 

participants have helped in making the conference a wonderful place of learning marketing 

related issues by way of sharing your knowledge and experience with participants with 

diverse backgrounds. 

 

This conference would not have been such a success if it were not for the wonderful and 

hardworking team of track chairs. They are the ones who played an active role in the 

solicitation of quality papers and having the papers reviewed in a timely manner. We are also 

fortunate to have some outstanding workshop sessions. I can confidently state that these 

sessions will go a long way in enhancing the skills of current and future marketing educators. 

 

This year, we are also excited to have Professor Noel Capon as our keynote speaker. We hope 

to learn some valuable insights about key account management from him. 

 

The ACME is also fortunate to have Qiang Fei as the Proceedings Editor of this year‘s 

conference proceedings. His patience and generosity in extending the submission deadline to 

several participants helped them get a publication which no doubt will be of value in their 

professional careers. His tireless work in coming out with a high quality proceedings speaks 

for it self. 

 

Another group of individuals which played a key role in the success of the conference are the 

officers of the ACME. They all have played a key role in helping me in the conference 

sessions organizing process as well as in recruiting several key experts in the field of 

marketing. I am particularly thankful to the past ACME Presidents Pat Fountain and Vaidas 

Lukosius who came to my rescue many times when needed. 

 

In a nutshell, there are several people such as the participants, track chairs, and officers who 

really deserve the credit for making this a successful conference. I look forward to interacting 

with you all during this as well as future ACME and FBD conferences. 

 

Thank you everyone for a job well done!  

 

Prashant Srivastava, Ph.D. 

Program Chair, ACME 2014 

Drexel University 

Philadelphia, PA  
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ETHICS, LEGAL AND PUBLIC POLICY 

 

ETHICAL CONSUMPTION BEHAVIOR AND MATERIALSIM – A 

STUDY OF CONSUMERS IN A SUPER RICH MARKET 

 

Khurram Sharif, Qatar University 

 

 
 

 

EXTENDED ABSTRACT 

 

Among the mega trends that are taking place in the world today are sustainability in 

production and consumption (Mintel 2009). Sustainability in consumption is strongly related 

to consciousness about environmental protection and this trend towards sustainable 

consumption has attracted the attention of researchers who attempt to examine the 

motivation behind such behaviour. Common among the extant literature are studies that 

examine the orientation of consumers towards environmental protection and green marketing 

(e.g. Lee 2008). Recent development in the literature shows that the ECB is broad and it 

covers a variety of consumption activities such as the purchasing of fair trade and 

environmentally friendly products and the conscious boycotting of products produced by 

companies with little or no ethical concerns (Sudbury-Riley et al. 2012). 

 

Although substantial amount of ethical consumption research has taken place in the 

mature markets of North America and Western Europe, the attitudes and behaviours towards 

ethical consumption remain largely unexplored within the developing countries. Especially 

within the Gulf Cooperation Council (GCC) region Ethical Consumption Behaviour (ECB) 

research has not been conducted. This paper presents the results of an investigation into the 

ECB of Qatari consumers. More specifically, this research aimed to fill this gap by looking 

into the following areas: 

- Investigation of ethical consumption including areas of environmental consciousness, 

ethical attitudes and views about fair trade. 

- Impact of materialism on ECB within a super-rich market 

 

 

Measurement scales were taken from the following sources: 
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- ECB (Sudbury-Riley et al. 2012) 

- Attitude Towards Fair Trade (Roberts 1996) 

- Ethical Attitude (Vitell and Muncy  2005) 

- Environmentalism (Dunlap et al. 2000) 

- Materialism (Wong et al. 2003) 

In addition data about demographic variables such as age, gender, education and income 

were collected. 

 

The study was conducted in months of March and April, 2013, in a Qatari public 

university targeting Qatari students, staff and faculty. Self-completion questionnaire was 

delivered to a convenient sample of Qatari consumers. Questionnaire was translated in 

Arabic and language option (Arabic or English) was given to the respondents. Even though 

university students, faculty and staff in Qatar have a reasonable command of English, 

language option was seen as a useful step towards further reduction of language related 

errors. Given the wide dispersion of the target population, it was decided to use Survey 

Monkey for data collection (http://www.surveymonkey.com/). The questionnaire link was e-

mailed to 1500 potential respondents who were requested to complete the questionnaire. A 

total of 243 usable replies were received which represented a response rate of 16.2%. 

 

Findings (i.e. positive and significant associations between Ethical Attitude and ECB; 

Environmentalism and ECB; and Attitude Towards Fair Trade and ECB) suggest that most 

Qatari consumers do show an interest in ECB. However the insignificant association (and 

not a negative significant association) between Materialism and ECB implies that Qatari 

consumers practice ECB and Materialism simultaneously. This outcome could be due to high 

levels of affluence amongst Qatari consumers which may enable them to practice ethical 

consumption and get involved with materialistic consumption at the same time. Simultaneous 

interest in Ethical Consumption and Materialism can be explained by theory of planned 

behaviour (Steg and Vlek 2009). As Qatari consumers have substantial disposable income 

(GDP/Capita of approximately US $103,900, Source: CIA The World Factbook, 

https://www.cia.gov/library/publications/the-world-factbook/) they can afford high-cost 

ethical behaviour (such as buying expensive organic eggs or natural beauty products from 

The Body Shop) and at the same time indulge in luxury consumption (such as buying top of 

the range Mercedes Benz or the latest model of the gas guzzler Toyota Land Cruiser). Hence 

price is not a restricting factor in practicing of ethical consumption (Sudbury and Boltner 

2010). Behaviour control or planned behaviour almost becomes redundant where cost and 

financial implications are not a serious constraint (Grunert and Juhl 1995). 
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ETHICS OF HIGHER EDUCATION: PRELIMINARY APPROACHES 

 

Sharon V Thach, Tennessee State University 
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ABSTRACT 

 

This paper examines three areas of higher education and ethical issues associated with them.  

Suggestions for future research are generated from existing cases and data. 

 

 

 

INTRODUCTION 

 

 When we began this research we were thinking of developing some cases for teaching 

as we had noted that in neither of our fields, business and public administration, were there 

any concerning higher education that we were aware of.  Much to our surprise, we found 

there was, in fact, very little academic literature on the entire topic.  Most of what has been 

published is centered on plagiarism.  This is an important issue, to be sure, but hardly all that 

might be considered, particularly given the great attention to all types of other organizations.  

It especially struck us because the mass media is full of stories and editorials treating issues 

in higher education that have serious ethical dimensions.  This paper is a first look at a set of 

issue areas and some of the ethical considerations which might be more thoroughly 

investigated.   

 

FINANCIAL ASPECTS 

 

 There is serious concern about the cost and financing of higher education for students 

and also the larger United States system.  The significant rise in tuition, which has far 

outpaced inflation, has been accompanied by greater student indebtedness, drastic declines in 

the public subsidy for institutions, and large growth in the endowments of leading schools but 

little growth in the endowments of the majority of institutions ( Ginsburg 2011 ).  Most 

studies show that direct educational cost has increased only in proportion to student 

enrollments and inflation.  A case can be made for the increased administrative/staff costs of 

IT, but the remaining cost increases are due almost entirely to other administrative cost 

increases.   Neither Boards nor upper administrators have made serious attempts to examine 

or reduce these costs, although data such as that gathered through the Delaware studies were 

intended to provide assistance in cost controls. Indeed the areas with the highest increased 

administration costs seem to be fundraising and proliferations of centers, and non-academic 

student life programming.   
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 Tuition costs have pushed students into ever increasing amounts of non-dischargeable 

student loan debt, moves away from campus based education to online degrees, and large 

numbers of students who do not graduate.  The most elite schools, with high nominal tuition 

are also those best able to actually provide funding for poorer students, but even they 

increasingly give aid packages that include large loans.   Other schools simply do not provide 

sufficient funding for the majority of American families who must turn to loans. 

 

 Compounding the problems caused by loans were the actions of a number of 

universities who colluded with lenders, accepted kickbacks, and engaged in other actions 

with respect to loans that were not in the best interest of students.  This factor was one of the 

key events leading to the federalizing of most student loans (Dechter 2007; Taibbi 2013). 

 

This raises several ethical points worthy of serious discussion: 

a. Is education going to create less social mobility even as people reach to university 

degrees as a source of it? 

b. Why are schools pushing online education even as they greatly increase spending 

for on-campus student life programming? 

c. What are the personal, organizational, and societal consequences of large student 

loan debt? 

d. What are the hazards to taxpayers as most student loans originate from federal 

funds and defaults are born by overall taxpayers? 

e. How are curricula likely to be affected by the loan problem? 

The central underlying consideration in all this is the apparent change in the 

operational meaning of the university.  Currently there are four ―models‖ in non-profit higher 

education‖ research universities (public and private), liberal arts/undergraduate schools 

(mostly private), second tier public, regional universities, and community colleges.  Public 

Institutions are now really taxpayer assisted in most cases rather than truly public institutions.   

In many states the state subsidy to state public universities has fallen below 20%--University 

of Virginia, University of Michigan, for examples.  In some public universities, potentially 

self-supporting units (law schools, business schools)  are being spun off into private colleges 

within the public organization so as to allow scarce public funding flow to areas less likely to 

attract grants and donations  (Ikenberry 2009 ).  These new public/private colleges, however, 

are not less costly to students, but more so.  Additionally, as privatized programs, some of the 

public aspects of the institution are not available to the students. The prestige and 

opportunities of the upper public and private tier are becoming far more separated from the 

other three types of higher educational institutions, although costs at all levels are being 

pushed.   

 In the past several decades research schools have effectively abandoned 

undergraduate education, leaving it largely to teaching assistants and adjunct, creating the 

―large section‖ class, rewarding the research and fund raising, and gaining prestige from 

graduate and professional schools.  Many are now involved in establishing for profit arms, 

not only in areas where patents have been registered from work done in university labs but 
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also in establishing overseas schools and centers which are governed under separate rules, 

separate faculties, etc., but offering ostensibly the same degree.  One of the more surprising 

findings in the firing of the Business School Dean at George Washington was the accusation 

that the ―profits‖ from their Chinese programs were several million dollars less than projected 

and that overall excess spending was more than $13 million for the year (Lavelle 2013, 

private communication) even as undergraduate rankings fell.   

 

The amount of money coming in from grants, donations, and subsidiary operations 

have not reduced costs to students, but have increased questionable spending decisions:  the 

student loan origination fee scandals (Dechter 2007 ), meal, hotel, and decorating excesses 

(Samuels 2009; Holguin 2013; Knufken 2009;  Perez 2013) arguments over the allocation of 

overhead funds (Rockwell 1999, Colimore 1992),  and perplexing salaries for top 

administrators even as overall faculty salaries were flat after inflation and increasing numbers 

of actual classroom teachers are part-time, no-benefits staff (Ginsburg 2011). In the case of 

the California universities, protests and scandals regarding travel and entertainment expenses 

for administrators have been recurring problems.   

 

Issues arising from this:   

a. How should overhead monies be allocated and used? 

b. Should more of endowment money flow to direct educational spending? 

c. What should be the role and funding for public education? 

d. Given the flow of college graduates in and out of various states, should state 

subsidies and scholarships be tied to post-graduation location decisions? 

e. How many graduate programs should there be and what is the proportion of 

faculty time allocated to undergraduate education? 

f. What is a better way to determine top administrative salaries? 

g. What proportion of spending should be allocated to non-educational buildings and 

student programming? 

h. What are the ―strings‖ that come with donor funding and possible distortion of 

curriculum? 

i. What is equal access and opportunity in view of funding and loan issues? 

 

FACULTY ISSUES 

 

 Colleges are nearly all levels increasingly demand more and more prestigious 

publishing from its regular faculty.  In order to facilitate this, faculty class loads are lower 

than in the past and more of the teaching is at the graduate, rather than undergraduate level, 

despite the greater numbers of undergraduates.  While an intellectually active and current 

faculty is desirable, it is not clear that the research push actually shows up as classroom 

improvement.  In a number of schools the percentage of undergraduate courses taught by 

adjuncts, that is non-research faculty, is rising sharply.  The most active researchers tend to 
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have the lowest course loads and typically faculty is ―punished‖ for low productivity by 

increases in teaching loads.  While research is one of the strengths of American higher 

education, particularly in science areas, research areas and production are not necessarily tied 

to educational improvement per se.   

 

 Tenure and promotion decisions, although supposedly based on both teaching and 

research, are generally perceived as research based.  Further, many faculty complain that 

actual standards for tenure are opaque, inequitable, and non-transparent (denial of tenure 

generally is not accompanied by detailed explanation).  Hiring decisions seldom are affected 

by teaching commitment or fitness except at predominantly undergraduate only institutions.  

Areas previously considered within the purview of faculty, such as admissions,  job 

placement, student organizations, student attitudes and concerns, are now largely 

administrative areas with little faculty input or awareness.  As Ginsburg (2011) states 

. College administrations frequently tout the fiscal advantages of using part-time, 

―adjunct‖ faculty to teach courses. They fail, however, to apply the same logic to their 

own ranks. Over the past thirty years, the percentage of faculty members who are 

hired on a part-time basis has increased so dramatically that today almost half of the 

nation‘s professors work only part-time. And yet the percentage of administrators who 

are part-time employees has fallen during the same time period. 

 Salaries and research support are another area where there is little transparency, 

except in a few states where public institution salaries are published on state government 

websites.  How those salaries were determined or negotiated, and how raises and bonuses 

were decided often was shrouded in deep mystery.  Studies do show that faculty salaries on 

average have fallen in real terms and have had little impact on the rising cost of college.  The 

2012 AAUP salary study pointed out that in public education, tuition and fees have risen 72% 

in the past 30 years while faculty salaries have risen by less than 1% at research schools and 

fallen 5% at non-research schools (adjusted for inflation, AAUP 2012; June 2012).   

 

 At the same time, administrative salaries have climbed quite rapidly, (Blumenstyk 

2009).  To some extent, the growth of administrative costs has been driven by increased 

regulation and demands for documentation, requiring increased staff.  However, the 

increasing disparity in upper administrative salaries and regular faculty mirrors to some 

extent the gap in private organizations.   The salaries and benefits of some top administrative 

salaries have been a source of public scandal and disapproval, driving attitudes among the 

public about the cost of higher education (Hendershott 2013; Romano 2005). 

 

Among the issues one might explore on the basis of this data: 

a. What should be the role of faculty? 

b. How should hiring, tenure and promotion decisions better serve both individuals and 

institutions? 

c. To what extent is research supportive of or compatible with undergraduate teaching? 

d. What expenses and perquisites are appropriate for senior administrators? 
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e. Should there be a difference, ethically, between financial and personnel practices at 

public and private institutions? 

f. What sorts of mandates and regulations should be supported?  Should evidence of 

improvement be required before there is a sunset on some?  Should government be 

required to fund new reporting mandates? 

g. To what extent are accrediting bodies dictating curriculum and hiring decisions?  Is 

this a good thing? 

 

POLICY AND SUPERVISION 

 

 Boards and legislatures are the ultimate policy and oversight agents for colleges and 

universities.  These exercise their authority in highly varied ways.  Some are essentially 

captives of university administrators while others seek to micromanage a wide range of 

campus activities.  Generally, these bodies are expected to create guidelines for the direction 

of the school—its scope of degrees, specializations, areas of emphasis, and establishing broad 

rules governing process in employment, admissions, governance, and curriculum.  

Increasingly, many are feeling compelled to also determine metrics for determining the extent 

to which the schools are successful in their missions.  These bodies also have ultimate fiscal 

responsibility. 

 

 Many of the issues already discussed have a relationship to board and government 

authority.  However, there are some troubling indications that in many schools the oversight 

functions do not function well.  Scandals regarding spending (Hendershott 2013; Romano 

2008) indicate that some Boards have been willing to overlook issues of accountability and 

propriety so long as fund raising was successful.  Boards have also come under fire as 

information has surfaced regarding ―phantom‖ classes and faculty (gamin 2014; Dixon 2012) 

where the public wonders how campus oversight could fail so completely.  Boards 

increasingly view Presidents of the institutions as largely ―outside‖ administrators, 

responsible for fundraising and alliance building, but with little attention to the academic 

leadership inside the schools.  Even major universities have been threatened with loss of 

accreditation for improper activities regarding university oversight and funding (Granger, 

2004). 

 

 Legislatures have in some cases attempted to intervene by using funding as a tool for 

both rewards and punishments in achieving goals set by the legislatures, particularly in the 

areas of graduation rates and testing (see the Tennessee Complete College Act for example).  

Legislators have also proposed laws in various states regarding academic programming and 

organizational functioning, although at present these proposals have not resulted in law, but 

sometimes rather uncomfortable relationships with state funded schools. 

 

Issues for examination: 
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a. Should university boards be held to similar standards as those of private 

companies? 

b. What should boards do? 

c. How can trustees obtain adequate information to perform an oversight function? 

d. What reporting functions should boards have? 

e. What are the stakeholder priorities for boards? 

f. What should state subsidies be, and how managed, to maintain the idea of public 

institutions? 

This paper raises some issues that might be pursued for research, for case 

development, but most of all for serious self-examination.  While universities frequently 

debate activities that touch on these problems, the debates typically concern arguments 

between groups about self-interest.  The biggest question of all:  who speaks for universities 

and what is their mission? 
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ABSTRACT 

 

Despite many participants including producers, buyers, sellers, and intermediaries, and the 

amounts of money involved, the business of art was somewhat neglected in the marketing 

literature until the late 1980s.  Since then, the primary focus has been on non-profit 

organizations such as museums and performing arts companies (Voss and Voss 2000).  Even 

now, little research has focused on visual arts specifically, as opposed to performing arts.  

This paper focuses on the visual arts, including painting and sculpture in various forms and 

media, and identifies research issues critical to the development of strategic and tactical 

planning for visual artists.  Topics addressed include the role of the artist, the structure of the 

visual arts industry, the role of the visual arts consumer, and the nature of products in light 

of modern reproduction technologies.  While largely speculative, this discussion is offered as 

a start toward identifying necessary research issues if a marketing perspective of the arts is 

to be adopted.    

 

 

INTRODUCTION 

 

 Despite the large numbers of participants including producers, buyers, sellers, and 

intermediaries, and the amounts of money involved, the business of art was little studied as 

such until the late 1980s (Rentschler and Kirschner 2012, 1998).  Examination of the work 

done during and since the 1980s demonstrates that while some very interesting research has 

been conducted (Marshall and Forest 2011), the primary focus has been on non-profit 

organizations in the distribution of art such as museums and performing arts companies such 

as community theater companies and  orchestras (Hausmann 2012, Hume 2011, Rentchsler 

2012, Lindenberg and Oosterlinck 2010, Radbourne et al. 2009, Izquierdo and Samaniego 

2007, Rentchsler and Hede 2007, Geissler et al. 2006, Prentice 2001, Voss and Voss 2000, 

Alcaraz et al. 2009, Bhattacharya et al. 1995, Baumgarth 2009, Enrico and Federico 2011, 

Kawashima 1998, Rentchsler 1998).  At this point, little research has focused on visual arts 

specifically, as opposed to performing arts (Marshall and Forrest 2011, Boorsma 2006).  

Pragmatically, this is understandable as access to data on identifiable visual artists is scarce, 

while social policy support for performing arts organizations lend themselves to research.  
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For example, it is easier to obtain information on ticket sales for a theatre group or 

community orchestra than it is to obtain sales data on specific art galleries or artists.  

Customer surveys, advertising campaigns, and associated merchandising support were 

prominent in early attempts of arts organizations to adopt marketing tactics as a means of 

ensuring viability, and such work has produced interesting findings regarding the performing 

arts (Voss and Voss 2000).  In this paper, we focus on the visual arts, including painting and 

sculpture in various forms and media, and identify research issues critical to the development 

of strategic and tactical planning for visual artists.  We consider the role of the artist, the 

structure of the visual arts industry, the role of the visual arts consumer, and the nature of 

products in light of modern reproduction technologies.  While largely speculative, this 

discussion is offered as a start toward identifying necessary research issues if a marketing 

perspective of the arts is to be adopted.    

 

THE ROLE OF THE ARTIST 

 

 Often efforts to offer a marketing perspective of the arts are viewed with suspicion by 

artists themselves.  As noted by Marshall and Forrest (2011) and Fillis (2002), the adoption 

of marketing techniques (and consequent research on effectiveness) ignored the conflict 

between the view of marketing as a customer satisfaction process and the traditional image of 

the artist, visual or performing, as motivated by intrinsic values of self expression rather than 

extrinsic rewards such as social recognition, praise, attention, and financial rewards.  Indeed, 

Hirschman (1983) suggested that the artist enters into a marketing exchange with himself or 

herself when motivated by self-expression.  If one accepts that marketing is consumer 

focused rather than producer focused, the problem is readily apparent and takes on the 

classical Marxian characteristics of alienation of the worker from himself or herself due to the 

objectification of the product of his labors (Marx 1962, 1966).  The traditional, idealized role 

of the artist and his or her self-image may be closer to other professionals (lawyers, doctors, 

teachers) to which a client comes for the specialists‘ knowledge that the client lacks.  

However, the artist role is unique in that while other professional expert fields have 

substantial indicators of the practitioner‘s accuracy and competence, the visual art field has 

no such indicators and the quality and skill of a visual artist becomes a subjective judgment in 

search of external social validation.  With this view, then, the role of the visual artist is to 

produce visual images that express the artist‘s own interests and concerns, leaving to others 

the social construction of definitions of quality, contribution, and value.  Inevitably, this 

leaves the visual artist‘s market success in the hands of marketing distributional channel 

members, critics, and consumers.          

  

 In the arts communities the opposition to a marketing view is strong given the beliefs 

of many artists that there are social, philosophical, and moral dimensions to the product that 

efforts to appeal to wide, or any, popularity would violate.  This divide over greater appeal 

versus ―true art‖ is apparent within the arts production community (i.e. artists) quite apart 

from direct recourse to marketing tactics.  For example, consider the criticism of Kinkade in 

the 1990s and the decline in ―critical‖ appreciation for art works that achieve either popular 

acclaim or high sale prices (see for instance Schroeder 2006).  As the non-specialist 
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consumer of culture becomes more salient in attracting financial and media support, often the 

specialist community becomes less supportive.  Therefore, a first key question identified here 

is ―What are the artist‘s goals and how do a marketing orientation and the use of marketing 

practices fit with those goals, the artist‘s self image, and social definitions of legitimate art?‖ 

 

THE STRUCTURE OF THE VISUAL ARTS INDUSTRY 

 

 Research into marketing related issues and the visual arts must necessarily develop a 

clear perspective of the structure of the industry.  In the simplest terms, individual artists 

produce works of art that, at their discretion, are offered for sale, typically through galleries 

that represent several artists‘ works.  While some artists are successful in that their works sell 

for high prices, the vast majority of visual artists produce works that sell for relatively low 

prices.  Alienation of artists from obvious marketing tactics places gallery operators in a 

strong position relative to the artists (Bradshaw et al. 2006, Goodman 1978).  Commercial 

galleries typically take artworks on consignment and often take margins on sales of fifty-

percent or more.  Galleries may also require that the artists have their paintings matted and 

framed at the gallery, and charge the artist high retail market prices for such services and 

subtract this from the artist‘s portion of sales revenues.   

 

 An important issue in the structure of the visual arts industry is the number of 

galleries.  While there are a small number of very large ―houses‖ with outlets in major cities, 

overall the industry is fragmented with many single shop galleries that operate as small 

businesses.  While this might reduce the power galleries have over artists in Porter‘s (1980) 

classic perspective of competitive rivalry, the extent to which the artist rejects the 

marketplace enhances the power of galleries (Bradshaw et al. 2006), even small local shops.  

Thus, to understand the structure of the industry and set the stage for research into strategy 

and tactics in the visual arts, the second critical question that must be addressed is ―What is 

the size and degree for fragmentation of the visual arts marketplace and to what extent do 

visual arts intermediaries develop strategic alliances so as to control the market place?‖  The 

present authors experience is that, as indicated above, the industry is large and very 

fragmented, and that seldom are strategic alliances developed.  However, this is speculative 

and this critical issue must be researched before work can begin on strategic and tactical 

recommendations for the industry.   

 

 In addition, work is needed to document the role of galleries in legitimating art in the 

marketplace.  De Zayas‘s (1996), Fitzgerald‘s (1995), and Jensen‘s (1994) documentation of 

the role of galleries in legitimizing ―modern art‖ in the early 20
th

 Century illustrates this role 

of galleries relative to art movements and specific artists.  Galleries may promote artists and 

may ―legitimate‖ a sponsored ―undiscovered‖ artist (Joy 1998, 2003).  One technique 

involves buying up as much of a ―new‖ artist‘s work as possible at low prices, selling some 

of the works to well-know and respected collectors at similarly low prices, and then using the 

fact that such collectors have added the artist‘s work to their collections to legitimate the 

artist and so generate demand at higher prices than were initially paid.  To such activities that 

underlie the social definition of legitimate art, one must add the role of museums in 
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legitimating both art forms and individual artists.  Thus a third critical issue for research is 

―How are influential marketing intermediaries and facilitators defined and identified for the 

legitimation of value in the arts market?‖        

 

THE ROLE OF THE VISUAL ARTS CONSUMER 

 

 If marketing strategy and tactics are to progress in regard to the visual arts industry 

and marketplace, the role of the visual arts consumer must be better understood and 

approaches to segmentation must be developed.  Unfortunately, little research has been 

carried out, although a model of influences on buyers has been proposed by Marshall and 

Forrest (2011).  Still, we may speculate. One segment is certainly the major collector who is 

effectively in strategic alliances with major galleries and auction houses.  This is the 

knowledgeable collector with regard to value and investment potential, as well as the 

―meaning‖ of the art he or she collects.  A second segment is the occasional, minor collector 

who buys for personal enjoyment or decorator purposes.  A third segment would be investors, 

including individuals and art investment fund purchasers (Gutner 2005).  These segments are 

based on buyer motivation and additional motivation segments might be identified.  

Additional segmentation approaches might also be identified that would provide more fruitful 

bases from which to build strategy and tactics.  Thus a fourth critical research issue to be 

addressed to guide strategy and tactics in the visual arts market would be ―What are the 

fruitful bases on which to segment the visual arts consumer and business markets and how 

might identified segments best be approached?‖ 

 

PRODUCTS 

 

 A final area for consideration is the nature of products in the visual arts.  Today, 

quality replications of art works, particularly paintings, can be made widely available due to 

new digitization technologies.  However, such technologies can be disruptive and raise 

significant questions about both innovation and distribution (Gandia 2013, Moreau 2013).  A 

significant question is whether replication of original works diminishes the social and market 

value of the original works.  Related to this is the meaning of ownership.  Under current 

copyright law the copyright remains with the artist when a work is sold unless the work was 

done as a work for hire.  Because the copyright remains with the artist, the artist can control 

rights to reproduction of the original work.  However, rights to the reproduced work remain 

with the reproducer and his or her designees.  The question becomes, how much control can 

the artist maintain over the dissemination of his or her work should it be reproduced?  From a 

marketing strategy and tactics standpoint, the necessary issue is ―Does reproduction of 

artwork reduce the value of the original work of art as might be received by the artist and 

how might dissemination of authorized reproductions be accomplished in such a way as to 

benefit the artist?‖  A second technology related questions may be raised: ―Does the 

technology of production of an original work enhance or diminish its potential artistic or 

market value?‖  Fundamental to this question is the ―proper‖ role of technology versus the 

human mind in artistic innovation (Gandia 2013). 
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SUMMARY AND CONCLUSIONS 

 

 Clearly, the visual arts market presents unusual and unique challenges to marketing 

theory and practice.  Therefore, studies of visual arts markets can further marketing theory, 

theories of exchange, and theories of business strategy and tactics.  However, before such 

benefits can occur and before meaningful research can be applied to practical issues of 

strategy and tactics in the visual arts industry, the types of questions raised here should be 

addressed.  The questions raised here under the headings of the role of the artist, the structure 

of the industry, the role of consumers and buyers, and the nature of the products in light of 

reproducing technologies should be incorporated into a theoretical perspective of exchange 

theory and the visual arts.  Answers to these necessary issues, will, in turn guide the 

development of strategic marketing applications to the visual arts industry and its 

participants.     
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EXTENDED ABSTRACT 

 

 This paper adopts a macro-marketing perspective to explore the influences of University of the 

Michigan Consumer Sentiments Index on United States financial markets.  Surveys of consumers‘ attitudes are 

an indicator of how consumers feel the economic environment will change (Ludvigson (2004), and as such are 

indicators of future derived demand that drives business-to-business expenditures, payrolls, and other 

production activities.  By influencing anticipations of derived demand pressures, consumer sentiment reports 

may influence financial market investors‘ actions and thus financial market returns.  Prior research on the role 

of sentiments in determining stock prices is provided by DeLong (Delong et al. (1991), Shefrin and Statman 

(1994), Brown and Cliff (2005), Clarke and Statman (1998), and Solt and Statman (1988).  However, most 

research has focused on United States‘ (US) and international equity markets.  Less attention has addressed 

influences of consumer sentiments on such financial indicators as US treasury 3-month interest rates, 30-year 

primary mortgage rates, and residential real estate markets, although these may be sensitive to consumer 

sentiments (Akhtar et al., 2011).  This study assessed the impact of monthly University of Michigan consumer 

sentiment announcements (UMSCENT) on US stock markets (Dow Jones Industrial Average, DJIA), 3-month 

US treasury T-Bill interest rates (TB3M), Freddie Mack home mortgage rates (MORTG30), and residential real 

estate market sales (RESALE).  Vector autoregression (VAR) models with 2-month lags were estimated for all 

financial indicators; minimizing endogeneity risks by focusing on near term relationships.  Data were provided 

by the Federal Reserve Bank of St. Louis in monthly intervals for January 1978 to April 2011.    

 

 Descriptive Statistics.  Assessment of descriptive statistics for monthly change data revealed that the 

means for UMCSENT, TB3M, MORTG30, and RESALE were negative for the period, while the DIJA mean was 

positive.  All data covers several business cycles, and thus there are fluctuations throughout the analysis period.  

For example, the data includes the period in the late 1970s and early 1980s when TB3M and MORTG30 were in 

double digits, a period of high inflation.  Peaks in UMCSENT Consumer sentiments were observed in the middle 

1980s and again in the late 1990s.  UMCSENT was lowest around the late 1970s and also low from 2007 

onward.  Resurgent peaks in the Dow Jones Industrial Average were observed during the mid-1990s.  There 

were two major drops in DJIA, following the technology bubble burst and the 9/11 attack, and the financial 

crisis that began in 2007.  TB3M and MORTG30 are determined by Federal Reserve Board (FRB) and FOMC 

monetary policy that follows inflation expectations.  High rates were observed during the 1980s, then dropping 

with intermittent rise(s) during the last half of 1990s and between 2005-2007.  More recently, the 3-month T-bill 

rates have been near zero due to FRB expansionary monetary policies.  Cross-correlations of variables were 
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considered.  Only RESALE had a high correlation (.55) with UMCENT, and negative correlations were 

observed for UMCSENT with TB3M and MORTG30. 

 

 Econometric Methodology.  Since the financial indicators and sentiments may act as a system, the 

SIMS (1980) VAR model was used to investigate the proposed relationships.  VAR specification allows 

simulations and integration of Monte Carlo methods to obtain confidence bands around point estimates (Doan 

and Litterman 1986).  The likely response of one variable to a 1-time unitary shock in another variable can be 

captured by impulse response functions that represent the behavior of the series in response to pure shocks 

while keeping the effect of other variables constant.  Confidence bands are constructed around the mean 

response.  Traditional orthogonalized, forecast error variance decomposition results based on the Choleski 

factorization of VAR innovations can be sensitive to variable ordering (Pesaran and Shin, 1998; Koop al. 

1996).  To mitigate potential misspecification problems, analyses include the Pesaran and Shin (1998) 

generalized impulses technique, which includes an orthogonal set of innovations that do not depend on the VAR 

ordering.  Time series properties of each variable were assessed using the Augmented Dickey and Fuller (1981) 

unit root test (ADF).  Using consistent and asymptotically efficient AIC and SIC criteria (Diebold, 2003), and 

considering the loss in degrees of freedom, the appropriate number of lags was determined to be two.  In the 

case of the ADF test, the null hypothesis of non-stationarity was rejected.  The inclusion of drift/trend terms in 

the ADF test equations does not change these results (Dolado et al. 1990). 

 

 The generalized impulse responses from the VAR model were constructed to trace the response of one 

variable to a one-standard-deviation shock in another variable in the system.  We employed Monte Carlo 

methods to construct confidence bands around the mean response (Doan and Litterman, 1986).  Sims (1980) 

suggests that autoregressive systems like these are difficult to describe succinctly, to make sense of them by 

examining regression coefficients, and that t-tests on individual coefficients are not reliable guides.  Sims 

recommends focusing on the system‘s response to typical random shocks i.e., IRFs.  This approach was taken 

here.  To analyze the effects of UMCSENT on the four financial indicators, VAR models with two lags were 

estimated.  The effect of UMSCENT was positive and significant in all cases except RESALE.  The response for 

DJIA is positive and significant for two time periods, then becomes insignificant, and returns to significance in 

the later periods.  For TB3M, the response is positive and significant for the maximum period.  There is a 

delayed positive significant response for MORTG30.  There is no evidence of a significant result on the 

RESALE.  However, UMSCENT appears to predict the changes in stock markets, short-term interest rates, and 

primary mortgage rates.  This raises the question, are new home sales driven by the 30-year primary mortgage 

rate, which has a highly significant relationship with consumer sentiments?  This is suggested in the correlation 

matrix where a significant negative correlation of MORTG30 and RESALE and a positive correlation of 

UMSCENT with RESALE were observed.   

 

  Conclusions.  Results indicate that consumer sentiment announcements have a positive and significant 

impact on the stock market valuations, money market interest rates, and mortgage market interest rates.  

However, no evidence was found of sentiment announcements influencing the new home sales.  Economic 

optimism promotes consumer confidence and, probably, consumer willingness to make large expenditures and 

debt commitments, investor anticipation of which helps move stock markets, and money and mortgage markets 

rates.  Still, such consumer willingness to spend apparently does not necessarily extend to such large-scale and 

long-term commitment purchases as new homes. 
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EXTENDED ABSTRACT 

The paper investigates whether shopping well-being is more derived from hedonic or 

utilitarian values and proposes shopper's gender and self-congruity as potential moderators. 

It also investigates the effects of shopping well-being on key retailing outcomes, namely mall 

attitudes and positive word of mouth. 

To test the proposed model, structural equation modeling is applied to data collected 

from shoppers in an urban North American shopping mall (N=323). The tested model 

supports that shopping well-being stems mainly from hedonic value and not from utilitarian 

value. In fact, hedonic value was found to have a significant impact on shopping well-being, 

which is consistent with the hedonistic theory assumption that is shopping well-being is the 

outcome of the enjoyment and pleasure that a shopper may experience during his/her 

shopping. In contrast, the impact of utilitarian value on shopping well-being was 

insignificant, which is not consistent with eudaimonic tradition suggesting subjective well-

being as an outcome of achieving utilitarian goals. 

As expected, shopping well-being was found to be a strong predictor of shoppers‘ 

positive attitudinal and behavioral responses such as favourable mall attitudes and positive 

word-of-mouth communications. That is, shopping well-being seems to be critical in 

establishing longer-term shopper relationships. 

As for shopper‘s gender as a moderator, the baseline models for males and females 

show that the effect size of hedonic value on shopping well-being is more pronounced in the 

case of female shoppers. The effect size of utilitarian value on shopping well-being is more 

pronounced in the case of male shoppers, though the impact is insignificant in both groups. 

However, multi-group analyses showed a significant invariant of the structural paths across 
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females and males groups. The same goes with shopper‘s self-congruity; the results show 

also invariant structural paths across shoppers who experience a high level of self-congruity 

and those who experience a low level of self-congruity. In other words, these results clearly 

suggest that neither shopper‘s gender nor shopper‘s slef-congruity are moderators in the 

proposed model. In that sense, the same results‘ pattern would be applied for all shoppers 

regardless of their gender and their self-congruity levels. 

The results clearly indicated that hedonic value did play a significant role in 

influencing shopper‘s well-being regardless of their gender and congruity levels within the 

mall. Mall managers should ensure that they are providing adequate hedonic value to their 

shoppers. Mall managers can also enhance shoppers‘ perceptions of hedonic values by 

recruiting retailers offering entertainment opportunities (e.g., movie theaters, play house, 

arcade) and scheduling entertainment events at large gathering places within the mall (e.g., 

small concerts, piano playing). Mall managers can also count on good mall décor and 

ambiance to contribute to the well-being of their shoppers. Mall management may also utilize 

promotional messages that convey symbolic and emotional appeals reflecting hedonic 

lifestyles that shoppers are actually embracing or aspire to adhere to. 

This study also confirmed that shopping well-being is an important outcome variable 

for retailers. It is all in the interest of retailers—who ever grapple to keep their current 

shoppers—to be more concerned with the well-being of their shoppers because the payoff is 

obvious: positive attitudinal responses and more positive word of mouth. 
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ABSTRACT 

 

A gratuity or ―tip‖ is a price a customer pays, over and above the posted price, for a product 

or service and is a means for the customer to aide management in determining service 

quality. The gratuity is often a substantial portion of the server‘s income. The size of the 

gratuity can vary from situation to situation and while there is a stream of research on why 

people tip, this paper proposes combining the aspects of service failure, size of gratuity, and 

the customer‘s lay theory, or ―mindset‖ in reaction to service failure. 

 

 

 

INTRODUCTION 

 

 As the United States has moved more toward a service economy, the number of 

service providers has increased. This increased number of service providers necessarily 

increases competition for customers and places an emphasis on service quality. In response to 

the question of how to improve service quality, a significant stream of marketing research 

addresses service failure and recovery (e.g., Bitner, Booms, and Mohr 1994; Maxham and 

Netemeyer, 2002; McCullough, 2009; Smith, Bolton and Wagner 1999).  

 

 One specific area of service failure involves those situations (restaurants, valet 

parking attendants, hotel housekeeping personnel, etc.) where the customer is expected to 

―tip‖ the employee providing the service. The ―tip‖ or gratuity is over and above the posted 

price of the service. Tipping has also received interest from marketing academics (e.g., Azar 

2010; Azar 2005; Bodvarsson, Luksetich, and McDermott 2003; Kwortnik, Lynn, and Ross 

2009; Lynn and McCall 2000).  This research has addressed the service-tipping relationship, 

psychological aspects of tipping, social norms and tipping, and valuation of service. 

 

 The purpose of this paper is to propose a model and research agenda to measure the 

effect of lay theories or mindset on the size of the gratuity after an initial service failure. 

Mindset, as an antecedent to the size of a gratuity, is a social-cognitive approach and has not 

been addressed in the literature. The paper is organized as follows: first, there will be a 

review of the service failure literature followed by a review of marketing articles on tipping; 

next, an explanation of the concept of lay theories will be presented; research proposals and 
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the research model will be presented; finally, the implications for academics and practitioners 

will be explored. 

 

REVIEW OF THE LITERATURE 

Service Failure 

 The service failure literature has looked at service failure from the customer‘s point of 

view (Bitner, Booms and Teteault 1990), the service provider‘s point of view (Bitner, Booms, 

and Mohr 1994), and the effect of different service recovery attempts (McCollough 2009; 

Smith, Bolton, and Wagner 1999) . Specifically, Bitner, Booms, and Tetreault (1990) 

interviewed customers of hotels, restaurants, and airlines to collect critical incidents of 

service failure. They found that the critical incident method was valuable for managers as a 

way to classify and address service failure. 

 

 Bitner, Booms, and Mohr (1994) looked at service failure from the perspective of the 

service provider. Again, using the critical incident method, the authors concluded that a 

number of service failures may be due to inappropriate customer behavior such as 

drunkenness, verbal and physical abuse, breaking company policy or laws, and acting in an 

uncooperative manner. The managerial conclusion was that management needs to anticipate 

problem customers and train their staffs in appropriate ways to handle such customers.  

 

 A third study developed a model of customer satisfaction with service 

failure/recovery encounters (Smith, Bolton, and Wagner 1999). In this model, service failure 

was classified by type of failure and magnitude of failure. Recovery attributes were 

compensation, response speed, apology, and initiation. Customer satisfaction was then 

proposed to be mediated by the customer‘s perception of how the recovery attributes were 

interpreted in terms of distributive, procedural, and interactional justice. The study concluded 

that generally, there is an interaction effect between service recovery efforts and perceived 

justice. Results were mixed for the interaction between type and magnitude of failure and the 

various recovery methods. 

 

 McCollough (2009) found evidence of a ―recovery paradox.‖ That is, customer 

satisfactions after a service failure and management‘s recovery effort was higher than it was 

before the failure. Further work by McCullough (2009) found that the recovery paradox was 

occurred only when the service failure was moderate in severity and the recovery effort was 

superior.  

 

Tipping 

 Tipping has been explained as a system of economic efficiency (Bodvarsson and 

Gibson 1994; Jacob and Page 1980). This theory proposes that customers tip in some 

situations because it aids management in controlling quality. For example, restaurant patrons 

are directly affected by the waitperson‘s quality of service, which is difficult to observe by 
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management. Thus, patrons help management monitor the quality of service. Moreover, this 

quality monitoring takes place where it is easy to determine service quality and explains why 

tipping is not done for more complex services such as medicine and law. Azar (2005) found, 

however, that it is not economic efficiency that determines tipping, but empathy and 

compassion. That is, people tip when the worker‘s income is lower and when the customer‘s 

income is higher. In short, people who tip feel empathy for lower paid people and reciprocate 

for good service with a tip. 

 Other studies show that the reasons for tipping are not clear. Kwortnik, Lynn, and 

Ross (2009) argue that wait staff in restaurants perceive that better service will lead to better 

tips and, therefore, motivate the wait staff to perform their duties well. Thus, buyer 

monitoring motivates employees. On the other hand, Azar (2010) argues that people tip 

strategically. That is, people tip to ensure good service in the future. This argument attaches 

tipping and service to patronage frequency. In contrast, Bovdarsson, Luksetich, and 

McCermott (2003) find tips are related to good service and that server expectation of good 

tips also leads to good service. Lynn and McCall (2000) also found a relationship between 

service and the size of the tip but noted that the relationship was weak. 

 

 Finally, it has been noted my a number of researchers (e.g., Azar and Tobo 

(2008);Bodvarsson, Luksetich and McDermott (2003), and Azar (2005) that people tip 

because it is a social norm. In other words, it is expected in certain situations, such as 

restaurants, valet parking attendants, and hotel bellmen.  

 

 This paper proposes that there is a psychological mindset the customer brings to the 

service encounter and that this mindset is part of the way he or she views the world. This 

concept of mindset or lay theories is discussed below. 

 

Lay theories 

The concept of mindset (a/k/a lay theories) has a rich history in the cognitive 

psychology literature beginning with Heider (1958) and Kelly (1955). More recently, the 

concept has been expanded by Carol Dweck and her colleagues (e.g., Dweck and Leggett 

1988; Levy, Stroessner, and Dweck 1998; Molden and Dweck 2006). Lay theories have been 

applied in research in a variety of areas: intelligence and motivation (Dweck and Leggett 

1988); morality (Chiu, Dweck, Tong and Fu 1997); social judgment (Levy and Dweck 1998); 

stereotype formation (Levy, Stroessner and Dweck 1998); academic achievement (Butler 

2000); older workers‘ ability (Wren and Maruer 2004); Shyness (Beer 2002); and 

performance appraisals (Heslin, Lathan and VandeWalle 2005). 

 

 Lay theories are a mechanism used by people to make sense of the behavior and 

actions of themselves and others and fall along a continuum that measures the degree to 

which that person believes human traits are fixed. Those who believe human traits and 

characteristics are fixed and unchangeable are known as entity theorists. People who believe 

that traits are malleable and changeable are incremental theorists. For example, a person with 

an incremental theory of intelligence believes that one‘s ability is not fixed but can be 
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changed with effort. In contrast, one who holds an entity theory of intelligence believes that 

ability is a fixed and uncontrollable trait. 

 

 It should be noted that while most people hold lay theories in most situations, people 

do not necessarily hold the same lay theory in all situations (Dweck and Leggett 1988; Levy 

and Dweck 1998). For example, a person may hold an entity theory in relation to intelligence 

and an incremental theory concerning morality. That is, a person may believe that people 

cannot change their intelligence but can change their moral character.  

 Entity theorists tend to base their judgments on initial observations. Since they believe 

traits are fixed, only limited information is needed to predict someone‘s behavior. (Chiu, 

Hong, and Dweck 1997). For example, children with an entity theory who face their first 

challenging math test decide, based on that one test, that they are not good at math (Butler 

2000). Further, adults with an entity theory have demonstrated a willingness to stereotype 

others based on initial and limited information (Levy, Stroessner and Dweck 1998) and to 

resist changing trait assignments even when faced with objective evidence to the contrary 

(Plaks, et al. 2001). 

 

 In contrast, incremental theorists require more than an initial observation before 

assigning traits and are more likely to engage in and accept stereotype-inconsistent 

information (Levy, et al. 1998; Plaks, et al. 2001). Incremental theorists also take into 

account the actor‘s goals and intentions as well as relevant aspects of the situation (Chiu, 

Hong, and Dweck 1997). 

 

 Thus, lay theories lend structure to people‘s social world. That is, lay theories provide 

an interpretive frame within which information is processed (Chiu, Hong and Dweck 1997). 

Lay theories differ from attitudes in that attitudes have an evaluative aspect and lay theories 

do not.  

 

Lay theories and tipping 

 

 In this proposal we argue that whether a person is an entity or incremental theorist in 

terms of waitperson ability and motivation will affect the size of the tip, particularly in those 

situations where there is an initial service failure. That is, the entity theorist will, it is 

proposed, assume that the initial service failure is indicative of either the service provider‘s 

ability and/or motivation to perform required tasks. Thus, the decision will be made early on 

in the relationship to reduce the amount of the tip even if service improves during the 

encounter. 

 

 In contrast, incremental theorist will judge the entirety of the service relationship and 

tip accordingly. For example, if there is an initial service failure, but the server recovers and 

provides otherwise excellent service, the person with an incremental mindset will tip based 

on the good service. If the entirety of the service is poor (even if the service was excellent at 

the beginning), the incremental mindset will tip based on a lack of service quality. In short, 

the incremental mindset is not influenced by one incident but by the whole experience.  
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PROPOSAL DEVELOPMENT 

 

 In accordance with the above literature, we propose that the reaction to an initial 

service failure by a service employee who is partially compensated with a gratuity, both 

entity and incremental theorist will have a negative attitude toward the size of the gratuity. 

For our purposes here, service failure is the difference between the service quality and the 

customer‘s general expectations of how firms in that industry should perform. Thus, we 

propose: 

 

P1: There is a negative relationship between an entity mindset and the size of the 

gratuity when there is an initial service failure. 

P1a: There is a negative relationship between an incremental mindset and the size of 

the gratuity when there is an initial service failure. 

 

This model is illustrated in Figure 1.  

Figure 1 
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 As the service employee continues the encounter, the customer with an entity mindset 

will assign the traits of poor service to the employee, and, since he or she views traits as 

fixed, will not be influenced by recovery efforts.  Thus, 

 

 P2: There is a negative relationship between customers with an entity mindset and the 

size  

 of the gratuity after the service recovery. 

 

In contrast, a customer with an incremental mindset does not believe traits are fixed and that 

an initial service failure does not necessarily mean the service employee cannot perform his 
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or her job well. The incremental mindset will take into account the attempts at service 

recovery as well as the situation (e.g., a busy lunch-hour for a restaurant or unusual traffic for 

a valet parking employee). Therefore: 

 

P3: There is a positive relationship between customers with an incremental mindset 

and the size of the gratuity after service recovery. 

 

Finally, because there is a social norm that dictates a gratuity in certain situations, the entity 

mindset customer will rarely refuse to tip at all. Thus, 

 

 P5: Social norms positively moderate the entity mindset customer‘s decision about the 

size of the tip. 

 

 

SUMMARY AND IMPLICATIONS 

 

  The purpose of this paper is to propose a model and research agenda to measure the 

effect of lay theories or mindset on the size of the gratuity after an initial service failure. 

While the model is simple, there are academic and managerial implications. In terms of 

research, there is a great deal left to do in the service failure literature. A search in EBSCO 

Host‘s Business Source Complete database resulted in 5,999 peer reviewed articles on the 

subject indicating the level of interest researchers have in this subject. This research proposal 

will add to that body of literature and provide guidance for clearer determinations of service 

recovery. 

 

 The managerial implications are important in any service industry where the 

customer, through gratuities, aids management in evaluating employee performance. This is 

especially true in the hospitality industry. For example, waiting tables in a high-end 

restaurant can be a monetarily rewarding career. Gustin (2011) reports that the average 

income for waiting tables in Houston, TX is $49,000 while Durocher and Armitage (2006) 

report that waiters can make as much as $150,000. Thus, maximizing gratuities, particularly 

after a service failure, is important to managers and waitpersons alike.  

 

 There is also evidence in the mindset literature (Heslin, Lathan and VandeWalle 

2005; Plaks, Grant, and Dweck 2005) that mindset can be manipulated. That is, people can be 

primed before the service encounter to adopt an incremental theory. For example, in an 

especially busy situation the waitperson can stop by the table, give the customers water and 

tell them he or she is very busy, assure them that they are important, and that he or she will 

get to them as soon as possible. 
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ABSTRACT 

This research investigates the impact of two source credibility dimensions--identification and 

internalization--on consumers‘ attitudes towards the advertisement, attitudes towards the 

brand, and purchase intention by considering the moderator role of product involvement. 

The Elaboration Likelihood Model (ELM) has been used as a theoretical framework for this 

study. A (2*2*2) between subjects experiment has been designed in order to study the 

interaction effects of the source credibility dimensions and product involvement. Data were 

collected from 293 college students (77.1% females, 22.9% males, 80.5% ranged from 18-23 

years old). The study results indicated that source internalization, contrary to the ELM 

theory, was processed as a central persuasive element rather than a peripheral one. These 

results strongly support the UNIMODEL theory of persuasion. However, source 

identification has no significant impact on consumers‘ attitudes in all the experimental 

conditions. Theoretical and managerial implications of the findings were also discussed. 

Keywords: Elaboration Likelihood Model, Persuasion, Celebrity Endorsement, Source 

Credibility, Internalization, Identification, Attitudes, UNIMODEL, Product involvement, 

MANOVA. 

 

 

INTRODUCTION 

Celebrity endorsement has been widely used in the advertising industry. Just in 1998, 

Stephens and Rice (1998) found that 25% of TV advertisements in USA featured celebrity 

endorsements. Nowadays, the exception is to find an ad that does not feature a celebrity. 

McCracken (1989) defined celebrity endorser as ―any individual who enjoys public 

recognition and who uses this recognition on behalf of a consumer good by appearing with it 

in an advertisement (p.310).‖ Beyond the stopping-power of celebrities in ads as well as the 

awareness and recognition that a brand may enjoy because of its association to a given 

celebrity, celebrity endorsement impacts the company‘s bottom-line. Anecdotally, when 

―Micheal Jordan,‖ the famous American basketball player and endorser of the ―Nike‖ brand, 

decided to retire his decision adversely affected ―Nike‖ sales, which declined by 4% (Walsh, 

1999).  
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Extensive research in social psychology and marketing applauded the intuitive 

wisdom of marketing practitioners concerning their investments on celebrity endorsements. 

That is, academic research has shown that the credibility of the source (or the celebrity) is 

instrumental in influencing consumers‘ attitudes and behaviors.      

 

The academic research on source credibility has mainly used the Elaboration 

Likelihood Model (Petty & Cacioppo, 1979) as a theoretical foundation. The ELM theory 

considers the source credibility as a peripheral element in the persuasion process. That is, the 

source credibility is likely to influence consumers‘ attitudes in a low-involvement situation. 

Several academic studies provided abundant empirical evidence supporting the claims of the 

ELM theory (e.g., Johnson & Scileppi, 1969; Mazursky & Schul, 1992; Petty, Cacioppo, & 

Goldman, 1981). However, other several academic studies have shown that source credibility 

also influences consumers‘ attitudes in high-involvement contexts (e.g., Homer & Khale, 

1990; Muralidharan, 2012; Trampe, Stapel, Siero, & Mulder, 2010; Yilmaz, Telci, Bodur, & 

Iscioglu, 2011). That is, source credibility may also play a central role in the persuasion 

process.  

  

These inconsistent findings in the literature make another study about the role of 

source credibility on attitudes change and formation a legitimate one. Therefore, the main 

research question that we endeavor to address in this study is: Is source credibility a central or 

a peripheral element in the persuasion process? The story line of our study is that the 

inconsistent findings are due to the conceptualization of the concept of source credibility 

itself, and our main prediction is that source credibility is both a central and a peripheral 

element.   

   

LITRATURE REVIEW AND THEORETICAL FRAMEWORK 

 

Source Credibility: Definition and Conceptualizations  

 

Source credibility is generally defined as to which extent ―the receiver believes that 

the source has relevant information, skills, expertise, and does not reveal any misleading, 

exaggerating, and biased data‖ (Belch & Belch, 1994, p.189). Mainly, scholars have 

considered three major aspects in measuring source credibility, namely: (1) source expertise, 

(2) source trustworthiness, and (3) source attractiveness.  

 

Interestingly, Kelman (1961) proposed a parsimonious conceptualization of the source 

credibility concept that literally captures all the dimensions identified in the persuasion and 

social psychology literature. Particularly, Kelman (1961) proposed two dimensions that are 

considered important in the persuasion process, namely internalization and identification. 

Internalization refers to the extent that the receiver accepts an advertising message by 

referring to inferences relating to the source‘s competence, expertise and trustworthiness, and 

authority. Identification presents the actual or potential match between the receiver and the 
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message source in terms of similarity (e.g., same values, same cultural background, etc.), 

attractiveness and likability.  

 

In this study, we adopt Kelman‘s conceptualization to define and measure source 

credibility. We adopted Kelman‘s conceptualization because it is parsimonious and capture 

all the inherent dimensions of the source credibility concept identified in the literature.  

   

Source credibility impact on consumers’ attitudinal responses      

Extensive research has shown the impact of source credibility on consumers‘ 

attitudes. Several attitudinal responses have been considered by persuasion researchers in 

order to gauge consumers‘ affective reactions towards advertisements such as attitudes 

towards the advertisement, attitudes towards the brand, and purchase intention. These 

attitudinal outcomes are commonly used to study the effectiveness of advertising. Lutz 

(1985) defined attitude towards the advertisement as the ―predisposition to respond in a 

favorable or unfavorable manner to a particular advertising stimulus during a particular 

exposure occasion‖ (p.46). Attitude towards the brand was defined by Michell and Olsan 

(1981) as the consumer‘s overall evaluation of the brand whether it‘s good or bad. Lutz, 

MacKenzie, and Belch (1983) defined purchase intention as how likely the consumer is going 

to consider buying the advertised product. In this study, we adopt these three definitions to 

measure the dependent variables included in our conceptual model, namely attitude towards 

the ad, attitude towards the brand, and purchase intention.    

 

Involvement  

 

Source credibility plays an important role in a persuasion context by influencing 

consumers‘ attitudes and intentions. However, as suggested by the ELM theory, the effects of 

source credibility are contingent upon the receiver‘s level of involvement (Petty, Cacioppo, & 

Schunmann, 1983).  

 

Zaichkowsky (1985) defined consumer involvement as ―a person‘s perceived 

relevance of the object based on inherent needs, values, and interests (p.342)‖. In this study, 

Zaichkowskys‘ conceptualization of involvement is adopted as it provides a general 

indication of consumer involvement concomitantly towards the advertisement, product, and 

purchase decision unlike the other identified conceptualizations which virtually focus on just 

one single aspect of involvement.    

 

ELM and source credibility: Why inconsistent findings?   

The ELM theory  

 

The ELM theory stresses the role of personal involvement in determining the route 

that a receiver is likely to go through in a communication situation (Petty & Cacioppo, 1979). 

In a context of advertising, when a consumer is highly involved towards the object of the 



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

47 
 

communication (be it the ad or the product), he/she is likely to follow the central route. In 

such a high-involvement situation, the consumer is likely to form attitudes and make 

decisions about the advertised object based on relevant arguments and facts related to that 

object (Petty et al., 1983). Conversely, a consumer is likely to follow the peripheral route 

when his/her level of involvement towards the advertised object is low. The peripheral route 

means that a consumer is likely to form his/her attitudes and make his/her decisions based on 

peripheral cues or secondary elements (e.g., background music, source attractiveness, etc.).  

 

Is Source credibility a central or a peripheral element?  

From the ELM perspective, source credibility has been considered as a peripheral 

element in the persuasion process. Effectively, abundant empirical research supported the 

ELM theory (e.g., Johnson & Scileppi, 1969; Mazursky & Schul, 1992; McGarry & 

Hendrick, 1974; Petty, et al., 1981). However, several other accounts found that source 

credibility also influences consumers‘ attitudes in high-involvement situations (e.g., Dean, 

Austin, & Watts, 1971; Homer & Khale, 1990; Muralidharan, 2012; Ramesh, 2008; Roozen 

& Claeys, 2010; Trampe et al., 2010; Yilmaz et al., 2011). That is, source credibility plays 

also a central role in the persuasion process.  

 

The inconsistent findings found in the literature about the role (i.e., an argument or a 

peripheral cue) of source credibility in the persuasion process are mainly due to the different 

conceptualizations used by researchers to define source credibility. As mentioned above, 

there is a general agreement that source credibility is a multidimensional construct that can be 

inherently captured through three main sub-dimensions: trustworthiness, expertise, and 

attractiveness. However, these three sub-dimensions were independently used in order to 

measure the credibility of a source. That is, some studies have just used expertise and/or 

trustworthiness in order to capture source credibility. And other studies have just relied on 

source attractiveness in order to manipulate and measure source credibility. Accordingly, we 

propose that it is critical to consider all the dimensions reflecting the concept of source 

credibility in order to gain a better understanding of the role of source credibility. 

Particularly, we put forward the following proposition: Trustworthiness and expertise (i.e., 

internalization) are likely to be considered as sound arguments for consumers in high-

involvement situations. In such a case, source credibility is likely to play a central role in 

consumers‘ attitudes formation and change. On the other hand, source attractiveness (i.e., 

identification) may play a role in a low-involvement situation. In such a situation, source 

credibility is likely to play a peripheral role in the persuasion process.  

 

A recent study conducted by Yilmaz et al., (2011) supports somewhat our proposition. 

That is, source credibility may play simultaneously a central as well as a peripheral role. In 

fact, Yilmaz et al., (2011) found that source credibility (e.g., internalization) has an impact on 

consumers‘ attitudes towards the ad and towards the brand under a high-involvement 

situation. They also found that source likability (e.g., identification) had a positive impact on 

attitudes towards the advertisement under both high- and low-involvement conditions. 

Another study has shown that source attractiveness had a positive impact towards a relevant 
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product when the message elaboration is both high and low (Tramp et al., 2010). Yilmaz et 

al., (2011) found that source likability (e.g, identification) generate purchase intention of the 

advertised product under both high- and low-involvement conditions. However, source 

credibility (e.g., internalization) had a significant positive impact on purchase intention under 

only a high-involvement situation.   

 

The above discussion leads us to put forward the two following hypotheses:    

H1: Under a high-involvement situation, source internalization has a greater impact 

on consumers‘ attitudes and purchase intention than source identification.  

H2: Under a low-involvement situation, both source identification and source 

internalization have a positive impact on consumers‘ attitudes and purchase intention.  

The conceptual model below describes the variables used in this study. 

 

 

 

 

 

 

 

 

 

 

Figure 1: Study‘s Conceptual Model 

 

METHODOLOGY 

 

Experimental Design and Participants 

 

A 2 (high vs. low identification) X 2 (high vs. low internalization) X 2 (high vs. low 

product involvement) between subjects experiment was designed to validate the study‘s 

hypotheses (see table 1). Data were collected from 315 college students. Participants were 

randomly selected to answer one of the 8 study‘s experimental conditions (see table 1). 22 

incomplete questionnaires were rejected. 77.1% of the participants are females. Participants‘ 

ages ranged from 18 to 40 years old; the majority (80.5%) was between 18-23 years old. 

Before conducting the experiment, a pretest study was carried out in order to validate our 

experimental conditions. Statistical analyses were carried out using SPSS (version 17).      
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Table 1: Final Experimental Design  

Experimental Conditions 

Condition Celebrity 
Product 

Involvement 
Identification Internalization 

C1 Betty Saadeh  High High High 

C2 Osama Al Said  High High Low 

C3 Emerson Fittapaldi High Low High 

C4 Ahlam  High Low Low 

C5 Myriam Faris  Low High High 

C6 Raya Abi Rashed  Low High Low 

C7 Diana Ross Low Low High 

C8 Omneyah Solyman  Low Low Low 

 

Pretest study: Products and celebrities selection     

 

Product involvement pretest: Two fictitious branded products were included in the 

study‘s experimental design. ―Curly Girly‖ Shampoo and ―Avant sports‖ car were chosen to 

respectively reflect low- and high-involvement products. A pretest was performed to check 

the manipulation of product involvement. Five measurement items were selected from 

Zaichkowskys‘ personal involvement inventory (1985) to carry out the pretest. A 7-point bi-

polar scale was used. Participants were asked if the product is perceived as risky/not risky 

purchase, of concern/of no concern to the person, desirable/undesirable, essential/not 

essential to procure, and if the product is appealing /unappealing. The analysis showed that, 

after excluding the first item, the product involvement measurement is a reliable one (alpha 

of Cronbach = 0.70). Factor analysis showed that product involvement is a uni-dimensional 

construct. The results showed that the car is considered by the participants in the pretest study 

as a high-involvement product and the shampoo as a low- involvement product.  

 

Celebrities pretest: Celebrity pretest was carried out for the car and shampoo 

products. The pretest was performed by manipulating the internalization and identification 

dimensions of source credibility. Concerning the car, fifteen celebrities were initially chosen 

based on the expertise in the field of auto racing and attractiveness of the celebrity to endorse 

a sports car. For each experimental design four celebrities were expected to fulfill the 

manipulation requirements. Except for one experimental condition, only three celebrities 

were considered. Seven measurement items were used on a 7-point bi-polar scale to measure 

source identification and internalization (c.f., Chebat, El Hedhli, Gelinas-Chebat, & Boivin, 

2007). Participants were asked if the celebrity is likable/unlikable (IDN1), 

attractive/unattractive (IDN2), have a similar/dissimilar culture background (IDN3), feel 

proud/not proud to see the celebrity in the ad (IDN4), the claim mentioned by the celebrity is 

believable/unbelievable (INT1), reliable/unreliable (INT2), considered as 

qualified/disqualified to endorse the ad (INT3). Items labeled IDN 1, 2, 3, and 4 were used to 
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measure source identification, and INT 1, 2, and 3 to measure source internalization. Both 

identification and internalization scales were reliable (alpha of Cronbach are 0.82 and 0.88, 

respectively).  

 

With regard to the celebrity pretest for shampoo, seven celebrities were initially 

chosen for the pretest based on their attractiveness, and expertise in having curly hair. Based 

on the pretest results, four celebrities were retained to carry out the final experiment for 

sports car endorsement and four other celebrities in the case of shampoo.    

 

Final Experiment  

   

Dependant Variables  

 

Participants were randomly selected to answer to a questionnaire related to one of the 

selected eight study‘s experimental conditions. In the questionnaire, participants were asked 

to answer seven questions using 7-point bi-polar scale measuring their attitudes towards the 

advertisement, their attitudes towards the brand, and their purchase intention. Badly 

executed/well executed, unfavorable/favorable, and unattractive/attractive items were 

selected to measure attitudes towards the advertisement (cf., Chebat et al., 2007). Next, 

participants were asked to rate their impression about the brand through 

unfavorable/favorable, unsatisfactory/satisfactory measures (cf., Goldsmith, Lafferty, & 

Newell, 2000). Finally, two items were used to measure the likelihood to purchase the 

endorsed product. The two items are: unlikely/likely and impossibly/possibly (cf., Goldsmith 

et al., 2000). A factor analysis on the seven measurement items indicating a three factorial 

structure along with factor loadings greater than 0.5. Scale reliability score for the three 

variables were high with coefficient alpha of 0.90, 0.87, and 0.87 for attitudes towards the ad, 

attitudes towards the brand, and purchase intention, respectively.  

 

Manipulation Checks 

 

Manipulation checks were carried out for product involvement and source credibility 

dimensions (identification and internalization). In order to assess the manipulation of product 

involvement, participants were asked to rate three items using 7-point bi-polar scale (the 

same items used in the pretest).  

 

The effectiveness of source identification and internalization were assessed through 

rating four items using 7-point bi-polar scale (the same items used in the celebrities pretest). 

Exploratory factor analysis was carried using principal component method and varimax 

rotation. The results displayed three factors with eigenvalues greater than 1 in addition to 

factor loadings greater than 0.5. The correlation between items measuring each variable were 

greater than 0.4. Coefficient alpha for summed items measuring identification was 0.79, 0.89 

for internalization items, and 0.72 for involvement items.  
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RESULTS 

 

 Results of Manipulation Checks 

 

As previously mentioned, eight celebrities and two products were selected to 

effectively fit in our experimental design. The results indicated that participants have low 

involvement towards shampoo (Mean = 3.8) comparing to sports car (Mean = 5.0). The 

means difference is statistically significant [t = 7.208; p < .001]. Therefore, the product 

involvement manipulation was successfully implemented. For each product four celebrities 

were carefully selected to study their effects on participants. Each celebrity was manipulated 

in terms of internalization and identification. A post hoc pairwise multiple comparisons 

generally supported the mean differences between the experimental conditions into question. 

Except for identification in the case of shampoo; even as expected there are mean differences 

between the pairs but some of them are not statistically significant. But, overall, the results 

support the manipulation of internalization and identification.   

          

Hypotheses testing   

 

To validate our hypotheses H1 and  H2,  a multivariate analysis of variance 

(MANOVA) was carried out to test the impact of source credibility dimensions on 

consumers‘ attitudes by considering the moderator role of product involvement (see table 2). 

The results indicated that there is no significant interactive effects of source identification and 

involvement on attitudes towards the advertisement [F(1,287) = 1.878; p = 0.172], attitudes 

towards the brand [F(1,287) = 2.085, p = 0.150], and purchase intention [F(1,287) = 1.364, p 

= 0.244]. Similarly, there is no significant interactive effects of source internalization and 

involvement on attitudes towards the advertisement [F(1,287)  = 0.000, p = 0.990], attitudes 

towards the brand [F(1,287) = 2.655, p = 0.104], and purchase intention [F(1,287) = 0.039, p 

= 0.843]. However, there is a significant main effect of source internalization on attitudes 

towards the advertisement [F(1,287) = 12,359, p = 0.001], attitudes towards the brand 

[F(1,287) = 10,221, p = 0.002] and purchase intention [(F(1,287) = 14,640, p = 0.000]. Yet, 

internalization main effect was witnessed on consumers‘ attitudes under both high- and low-

involvement conditions. Under a high-involvement condition, internalization has an impact 

on attitudes towards the advertisement [F(1,287) = 7.359, p = 0.008] and purchase intention 

[F(1,287) = 9.804, p = 0.002]. Nevertheless, there was no significant effect on attitudes 

towards the brand [F(1,287) = 1.360, p = 0.246]. Under a low- involvement condition, 

internalization has an impact on attitudes towards the brand [F(1,287) = 11.510, p = 0.001]. 

However, it has no an impact on attitudes towards the advertisement [F(1,287) = 5.546, p = 

0.020], and purchase intention [F(1,287)  = 5.976, p = 0.016]. A post hoc examination of the 

means shows that the impact of internalization is more pronounced in the high-involvement 

condition. However, source identification has no significant main effect on consumers‘ 

attitudes towards the advertisement [F(1,287) = 1,040, p = 0.309], attitudes towards the brand 

[F(1,287)  = 1,865, p = 0.173], and purchase intention [F(1,287)  = 0.244, p = 0.622]. Hence, 

H1 is accepted and H2 is partially accepted.  
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Table 2: MANOVA Analysis  

MANOVA - TEST  

Dimensions  Dependent Variables df Mean Square F Sig. 

Identification  

Attitude towards the advertisement  1 2.247 1.040 .309 

Attitude towards the brand  1 3.476 1.865 .173 

Purchase Intention   1 .607 .244 .622 

Internalization  

Attitude towards the advertisement  1 26.703 12.359 .001 

Attitude towards the brand  1 19.046 10.221 .002 

Purchase Intention   1 36.443 14.640 .000 

Identification X Involvement  

Attitude towards the advertisement  1 4.058 1.878 .172 

Attitude towards the brand  1 3.886 2.085 .150 

Purchase Intention   1 3.396 1.364 .244 

Internalization X Involvement  

Attitude towards the advertisement  1 .000 .000 .990 

Attitude towards the brand  1 4.947 2.655 .104 

Purchase Intention   1 .098 .039 .843 

 

DISCUSSION 

 

In this study, we investigated the impact of source credibility dimensions 

(identification and internalization) on consumers‘ attitudes towards the advertisement, 

attitudes towards the brand, and purchase intention by considering the moderator role of 

product involvement. The results indicated that there are no interactive effects between 

product involvement and source credibility dimensions. In other words, product involvement 

did not act as a moderator. The results did not support the Elaboration Likelihood Model 

theory, in which involvement is the main determinant for consumers to follow either a 

peripheral or a central route.  

The results showed that source internalization has an impact on persuading consumers 

to like the advertisement, have a good impression about the brand, and stimulate the 

willingness to purchase the product in both high- and low-involvement situations. However, 

source identification found to not have an impact on consumers‘ attitudes towards the ad and 

the brand as well as on their purchase intention. That is, the source internalization (i.e., 

expertise) was regarded as a quality argument by consumers to form their attitudes towards 

the advertised object regardless of their level of involvement. From a managerial perspective, 

this study suggests that it is more effective for companies willing to advertise its products 

using celebrity endorser to choose one that has expertise and background in the product being 

advertised. Hovland et al.‘s (1953) ―Source Credibility Model‖ and the ―match-up 
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hypothesis‖ of Kamins (1990) go hand in hand with our study‘s findings by considering 

expertise and trustworthiness as influential dimensions. Also, this study is in line with Till 

and Busler (2000) who proposed that a source expertise aligned with the product advertised 

generates more favorable attitudes than the match up of endorser attractiveness. However, our 

results contradict the ―Source Attractiveness Model‖ advanced by McGuire (1985). In fact, 

identification (i.e., attractiveness) found to not have an impact on consumers‘ attitudes and 

intentions.  

The results suggest that a receiver uses source internalization as a relevant evidence to 

form attitudes towards the advertised object regardless of the type of the product. These 

results go hand in hand with a newborn theory of persuasion, namely the UNIMODEL theory 

(Kruglanski & Thompson, 1999). The UNIMODEL theory put into question the ELM theory 

as a theory of persuasion. That is, the UNIMODEL theory put into question the claim that 

people are likely to be influenced either by either a central or a peripheral route. The 

UNIMODEL suggested that persuasion is instead formed due to a perceived evidence that is 

relevant to a specific case in the form of a ―if…then‖ syllogism. That is, the relevance 

between source characteristics and the advertised product is considered as an appropriate 

evidence for consumers‘ persuasion. 

 

LIMITATIONS 

 

This study had certain limitations; one should then interpret the findings with caution. 

First, the car and shampoo products were not chosen based on evaluation with other 

alternatives such as a laptop, a toothpaste, etc. Second, 80.5% of the selected sample was 

between 18-23 years old and were college students. This sample is considered to be well-

educated and this may explain why source internalization had a significant impact on their 

attitudes. Third, the manipulation of identification in the case of shampoo was not effective. 

This may explain the insignificant impact of identification in our study.  Fourth, though the 

use of a students‘ sample may enhance the internal validity of our study, it put into question, 

however, the study‘s external validity (e.g., lack of realism).  
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APPENDIX 

Low-Involvement Product Advertisement 

 

 

High-Involvement Product Advertisement 

 
  

     Car Features 

- Car name Avant  

- Country of Origin   Germany 

- Engine capacity  
V10 

 5.2 liter 

- Horse power  525 hp 

- Speed  100KM/3.9 S 

- Alloy rims  20'' 

- Top Speed 319 kph  

- Gearbox 6M/6AM 

- On road and off road tires  
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ABSTRACT 

 

This paper examines whether or not there are differences between logistics and supply 

students versus non-business students and traditional marketing students with regard to 

ethical ideologies. If differences exist in ethical ideologies between different majors, this may 

impact instructional design for ethics pedagogy among different majors. This paper uses a 

widely used ethics instrument, the Ethics Position Questionnaire (EPQ), developed by 

Forsyth (1980), to determine the ethical position of logistics and supply chain students 

relative to two control groups consisting of non-business majors and traditional marketing 

majors.  

 

 

 

INTRODUCTION AND STATEMENT OF PURPOSE 

 

 The most recent Council of Supply Chain Management Professionals (CSCMP) 

global conference discussions reinforced the notion that young talent for the profession is in 

strong demand. The key note speaker at the event, Mr. Felipe Calderon, the former president 

of Mexico and one of TIME magazine‘s ―100 Most Influential People in the World,‖ 

illustrated the need by providing a common, worldwide perspective:  

 

 ―The supply chain profession is critical to organizations around the world, as well as 

to countries and their economies.‖ (CSCMP Global Conference Proceedings) 
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The best-of-class leading supply chains consistently rank securing top talent for their 

respective operations as a top priority. Companies like Apple, McDonald‘s, Amazon, 

Unilever, and Intel, the top five in ―Gartner Supply Chain Top 25‖ for 2012, are backing up 

the claim by ―investing significant time and effort in supply chain-specific talent management 

efforts…,‖ including building close relationships with higher learning institutions (Hofman et 

al. 2013, p. 19). While the need for better preparing students for complex careers in supply 

chain management is apparent, the response from academia has not been particularly 

encouraging (Fawcett, 2009). According to this author, the common criticism coming from 

businesses often centers on the inability of supply chain programs to provide a more holistic 

perspective of the discipline. Usually, the curriculum is inclusive of separate classes on 

purchasing, production/operations management, and logistics, for example, which, in turn 

provides for the creation of ―functional silos‖ within the supply chain program as a whole 

(Closs and Stank, 1999). Such an approach is far from preparing future supply chain leaders 

with the mindset and vision to propel the crucial importance of supply chain management not 

only in a firm‘s boardroom, but within the global community as well. Hofman et al. (2013) 

best summarize the overarching potential: 

―The leaders are going beyond … looking to engage hearts, not just minds, and ignite passion 

for the work that goes beyond mere compliance. They are connecting the dots between the 

work people do every day and its contribution to the societies within which they live …‖  (p. 

19) 

 

Granted that students need the basic knowledge related to the different functions 

within the supply chain, a process approach is needed to put this knowledge into perspective 

regarding the value-added to customers, shareholders, and the society as a whole (Ellinger, 

2007). Interestingly enough, the realization is gradually ―gaining traction‖ through a renewed 

attention to the social responsibility aspect of supply chain management. Often dubbed as 

part of the ―triple bottom line,‖ together with environmental and economic performance, the 

social aspects of the discipline receive an equally strong recognition (Carter and Rogers, 

2008). Reviewing the socially responsible supply chain operations is outside the scope of the 

current research. However, one aspect of this topic deserves a particular attention in terms of 

challenges facing supply chain educators, namely, how to engage students‘ thinking in 

envisioning a socially responsible and ethical supply chain. Moreover, diverse ethical 

considerations, deeply rooted in the culture we are born and raised in, may very well become 

the necessary agent conducting that passion charge that is in such a great demand from 

industry. Only through the lenses of potentially controversial behavioral experiences can 

students express and transform their thinking into a deeply engaging commitment to the 

supply chain management profession (Maloni et al. 2013). Although these authors focus 

predominantly on environmental issues relevant to students‘ behavioral intentions, they do 

acknowledge the potential of teaching ethics related to supply chain management as plausible 

venue for deeper engagement with the material studied. The necessity to teach ethics within 

the broader topics of supply chain becomes a topic which is worth of further investigation.      

   

 Ethical issues in business have been a concern of business scholars and practitioners 

since the 1960s (De George 1987; Schlegelmich and Oberseder 2010). Research reflects the 
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breadth and impact of business on society as whole and ethical concerns have been 

researched in virtually every business field including accounting, finance, marketing, and 

management (Ketz 2006; Fridson 2002; Nill and Schibrowsky 2007; Schlegelmich and 

Oberseder 2010; Tsalikis and Fritzsche 1989). However, there has been relatively little 

research done on the attitudes and perceptions of logistics and supply chain management 

students in particular. A recent call for ethics papers in the Journal of Marketing Channels 

highlights the importance of this topic to the discipline. Thus, this paper provides an analysis 

of attitudes of logistics and supply chain majors concerning ethical perceptions and attitudes.  

This research is valuable in assessing the need for ethics education in the field and for 

development of effective pedagogical methods in the field of ethics and logistics and supply 

chain management.  

 

There have been a variety of studies that have examined the attitudes and beliefs of 

business students about the ethicality of decisions and behaviors (Hawkins and Cocanougher 

1972; Schlegelmich and Oberseder 2010). A number of studies have focused on perceptual 

differences between business students and non-business students. However, the literature 

review did not reveal any study that had specifically studied the differences between logistics 

and supply chain majors compared to (1) other majors in the colleges of business, and (2) 

between non-business majors. Differences in students‘ perceptions are important in ethical 

research for a number of reasons. First, it may lead to discovery of potentially ethically 

problematic decision making processes on the part of different student majors. Second, the 

identification of differences may suggest the development of effective pedagogy methods 

based on students‘ perceptions. Thus, an argument is made that this research is important to 

the field of logistics and supply chain management and can contribute to the development of 

pedagogy methods for teaching ethics in logistics and supply chain management.  

With the above framework in mind, this paper proceeds as follows. First, a review of 

the literature is presented. Second, Forsyth‘s EPQ is discussed including a brief discussion of 

the corresponding ethical theories which notes problems with certain ethical ideologies. 

Third, a discussion of our hypothesis and methodology is presented, and finally we present 

our results, conclusions, limitations, and suggestions for further research. 

 

LITERATURE REVIEW 

 

 A number of studies have been conducted concerning the ethical ideologies of 

various student majors. For example, Hawkins and Cocanougher (1972) compared business 

students to non-business students and juniors to seniors (e.g., class standing). They found (1) 

business majors were more likely to tolerate ethically questionable practices (they tended to 

be more subjectivists) than non-business majors, and (2) the amount of business education 

received and willingness to tolerate ethically questionable behavior correlated positively. 

However, level of education was unrelated to such tolerance for non-business majors. Thus, 

business students‘ tolerance of ethical subjectivity increased as they completed business 

courses. Presumably, students‘ greatest exposure to business courses would come in the 

senior undergraduate year. 
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Newer studies have contradicted Hawkins and Cocanougher (1972). For example, Tse 

and Au (1997) found ethical sensitivity did not differ significantly between business and non-

business students in New Zealand. Arlow (1991) found undergraduate major was unrelated to 

ethical sensitivity in business contexts; however, it did influence perceptions about corporate 

social responsibility. Given the close connection between ethics and corporate social 

responsibility, this is surprising. 

Lane (1995) reports a majority of Australian and U.S. business students were willing 

to act unethically; however, they were more sensitive to ethical considerations in situations 

with a potential negative social impact. This finding lends credence to one major argument of 

this paper; namely, logistics and supply chain curricula should include a significant ethics 

component to promote the ethical development of students in the logistics and supply chain 

major. 

Shannon and Berl assessed marketing students‘ beliefs about the adequacy of ethics 

promotion and instruction in marketing programs (Shannon and Berl 1997). They surveyed 

273 business students enrolled at eight U.S. business schools. Students reported that ethics 

coverage was adequate in some courses (e.g., sales and sales management) but inadequate in 

other courses (e.g., transportation and logistics). Furthermore, students reported an interest in 

ethics education; specifically, most students believed a course in marketing ethics should be 

mandatory and many students indicated they would complete such a course regardless of it 

requirement status. These findings support the accreditation statement of The Association to 

Advance Collegiate Schools of Business (2012) (AACSB). AACSB requires ethics be a 

component of general knowledge and skills in undergraduate business curricula. Institutions 

may choose the method used to accomplish this goal; specifically, ethics may be included in 

each course that includes general skills components or offered in a dedicated course. For 

many courses in which extensive substantive material must be covered in a short period (one 

standard semester or less), adding an ethics component may overwhelming many instructors. 

Thus, this finding lends support to the argument that dedicated ethics course should be 

offered for each specific major program. 

With the above literature in mind, this paper now presents a discussion of the survey 

instrument that was used in this study.  We include in that discussion an overview of the 

philosophical ethical theories/ideologies that correspond to the two scales that are employed 

in the EPQ. 

 

THE ETHICAL POSITION QUESTIONAIRE AND ETHICAL IDEOLOGIES 

 

Although many scales that have been developed to test ethical sensitivity, Forsyth‘s 

EPQ been used in several business ethics and marketing studies (e.g., Davis, Andersen, and 

Curtis 2001; Tansey, Brown, Hyman, and Dawson 1994). However, no published study 

reports a comparison between logistics and supply chain students versus other business 

majors and non-business undergraduates using this scale. The EPQ, which consists of 20 
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items designed to measure respondents on ethical relativism (10 items) and ethical idealism 

(10 items) to create a two by two matrix of ethical ideologies as shown in Table 1 below. 

 

Table 1 

Taxonomy of Ethical Ideologies 

 

 Relativism 

Idealism High Low 

High Situationists 

Rejects moral rules; 

advocates 

individualistic 

Analysis of each act 

in each situation; 

relativistic 

Absolutists 

Assumes that the best 

possible outcome can 

always be achieved by 

following universal 

moral rules.  

Low Subjectivists 

Appraisals based on 

personal values and 

perspective rather 

than universal moral 

principles; relativists.  

Exceptionists 

Moral absolutes guide 

judgments but 

pragmatically open to 

exceptions to these 

standards; utilitarian.  

  

Respondents rate their agreement or disagreement with the 20 question on a nine 

point Likert scale where 1 = completely disagree and 10 = completely agree. Thus, the most 

highly relativistic person would have a score of 9 on the relativism scale. The most highly 

idealistic person would have a score of 9 on the idealism scale.  

Forsyth‘s categories correspond to the following ethical philosophies.  Situationists 

correspond roughly to what is often called classical utilitatianism. The classical form of 

utilitarianism holds that each situation has unique aspects, as no two events are exactly alike. 

People should analyze each situation carefully and act to maximize overall happiness. Note 

the key metric is maximizing happiness for all relevant parties rather than one or more 

people.  

Exceptionists correspond roughly to what is commonly called rule utilitarianism. This 

form of utilitarianism holds there are sufficient commonalties among situations to permit rule 

development and one should normally follow the rules unless there are extenuating 

circumstances.  

Absolutists correspond roughly to what is commonly called deontological ethics. 

Deontological ethics is also called duty ethics because it focuses on duties. This philosophy 

was largely developed by Immanuel Kant. Deontological ethicists deny that results are 

important. Rather, people are duty bound to act based on absolute moral principles. 



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

62 
 

These absolute moral principles are derived from pure logic. Thus, a duty is one that 

is logically consistent and universally applicable. This ‗categorical imperative‘ maintains that 

in all dealings with another rational being (i.e., human being), one must treat that person as an 

end and not as a means to an end. For example, lying is not logically consistent nor 

universally applicable. Thus, to tell a lie violates another person‘s autonomy and treats that 

person as a means to an end, which is a priori morally wrong. 

Finally, subjectivists present what is usually considered a ―challenge‖ to philosophical 

ethics. Subjectivism is the belief that moral judgments are entirely individualistic. This is 

intuitively appealing because moral judgments do not seem to have proofs like geometric 

proofs. However, this view is problematic as rules of logic can create ―proof‖ like arguments 

in support of higher order ethical decisions. To the extent that students are highly relativistic 

this may lead to ethically questionable decision making outcomes.  

 

 HYPOTHESES AND METHODOLOGY 

 

Based on our review of the literature we sought to determine whether or not logistics 

and supply chain students differed significantly from other business majors and from non-

business majors. In order to test this question, we tested the following research questions. 

First do logistics and supply chain majors differ significantly from other business students 

and non-business majors on ethical idealism? Second, do logistics and supply chain majors 

differ significantly from other business majors and non-business majors on ethical relativism? 

Thus, we proposed the following hypotheses:  

 

H1: Logistics and supply chain majors will not differ significantly from other  

        business majors and non-business majors on idealism as measured by  

        Forsyth‘s EPQ idealism scale. 

 

H2: Logistics and supply chain majors will not differ significantly from other 

        business majors and non-business majors on relativism as measured by 

        Forsyth‘s EPQ relativism scale. 

 

 In order to test these hypotheses, data were collected from logistics and supply chain 

majors, non-business majors, and marketing majors at a comprehensive university in the 

Southwestern part of the United States. The surveys were conducted in three supply chain 

and operations management courses, one upper division marketing course, and one non-

business course. There were 32 usable logistics and supply chain major surveys, 24 useable 

marketing major surveys, and 22 useable non-business major surveys.  
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RESULTS, CONCLUSIONS, LIMITATIONS 

AND IMPLICATIONS FOR FUTURE RESEARCH 

 

 Results of the surveys were analyzed using a one-way ANOVA with Post Hoc Tests. 

This analysis supported H1 as shown in the tables 2 – 4 below. 

 

Table 2 

Descriptives of Idealism Scale 

 

 N Mean Std. 

Deviation 

Std. Error 95% Confidence Interval 

for Mean 

Lower 

Bound 

Upper 

Bound 

Marketing 

Majors 

24 6.8375 1.48348 .30281 6.2111 7.4639 

Non-

Busines 

Majors 

22 6.4864 1.10423 .23542 5.9968 6.9760 

Logistics 

Majors 

32 6.0500 1.96305 .34702 5.3422 6.7578 

Total 78 6.4154 1.62904 .18445 6.0481 6.7827 

 

 

Table 3 

ANOVA of Idealism Scale 

 

 Sum of 

Squares 

df Mean Square F Sig.  

Between 

Groups 

8.659 2 4.330 1.659 .197 

Within 

Groups 

195.682 75 2.609   

Total 204.342 77    

 

 

Table 4  

Post Hoc Tests 

Multiple Comparisons – LSD 

(I)  (J)  Mean 

Difference (I-

J) 

Std. Error Sig. 95 % Confidence Interval 

Lower 

Bound 

Upper 

Bound 

Mktg         NB 

                 Log 

.35114 

.78750 

.47677 

.43617 

.464 

.075 

-.5986 

-.0814 

1.3009 

1.6564 

NB        Mktg 

                 Log 

-.35114 

.4363 

.47677 

.44736 

.464 

.332 

-1.3009 

-.4548 

.5986 

1.3275 
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Log        Mktg 

                 NB 

-.78750 

-.4363 

.43617 

.44736 

.075 

.332 

-1.6564 

-1.3275 

.0814 

.4548 

 

 There are no significant differences among the groups based on their idealism score. 

However, H2 was not supported and there were significant differences among the groups 

based on their relativism score. The results of the ANOVA and Post Hoc analysis are 

presented in tables 5 – 7 below. 

Table 5 

Descriptives of Relativism Scale 

 

 N Mean Std. 

Deviation 

Std. Error 95% Confidence Interval 

for Mean 

Lower 

Bound 

Upper 

Bound 

Marketing 

Majors 

24 4.0667 1.744447 .35609 3.3300 4.8033 

Non-

Busines 

Majors 

22 4.9591 1.87887 .40058 4.1260 5.7921 

Logistics 

Majors 

32 6.2125 1.81761 .32131 5.5572 6.8678 

Total 78 5.1987 2.01117 .22772 4.7453 5.6522 

 

Table 6 

ANOVA of Relativism Scale 

 

 Sum of 

Squares 

df Mean Square F Sig.  

Between 

Groups 

64.908 2 32.454 9.873 .000 

Within 

Groups 

246.542 75 3.287   

Total 311.450 77    

 

Table 4  

Post Hoc Tests 

Multiple Comparisons – LSD 

(II)  (J)  Mean 

Difference (I-

J) 

Std. Error Sig. 95 % Confidence Interval 

Lower 

Bound 

Upper 

Bound 

Mktg         NB 

                 Log 

-.89242 

-2.14583 

.5351 

.48958 

.100 

.000 

-1.9585 

-3.1211 

.1737 

-1.1705 

NB        Mktg 

                 Log 

.89242 

-1.25341 

.53515 

.50214 

.100 

.015 

-.1737 

-2.2537 

1.9585 

-.2531 

Log        Mktg 

                 NB 

2.14583 

1.25341 

.48958 

.50214 

.000 

.015 

1.1705 

.2531 

3.1211 

2.2537 
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. 

Based on a comparison of the relativism scores, it appears that logistics and supply 

chain majors are more highly relativistic than marketing majors and non-business majors. As 

the Post Hoc analysis above reveals, there is no significant difference between the control 

groups (marketing and non-business majors), but rather the difference lies between logistics 

and supply chain majors and the control groups. This rejection of H2 is interested because it 

suggest that logistics and supply chain majors are more relativistic than some other majors. 

There are a number of plausible reasons for this difference. It may be that as logistics and 

supply chain management have become more quantifiable, majors in these fields are more 

skeptical about issues that don‘t appear to be quantifiable. Whatever the reason, the data 

suggest that logistic and supply chain majors may benefit from increased ethical instruction. 

As noted above, high degrees of relativism and a rejection of ―moral truths‖ may lead to 

increased subjective decisions that maybe morally problematic. One of the authors has 

proposed and tested a method for evaluating ethics instruction that has suggested that 

increased ethics education can decrease ethical relativism. These results suggest that similar 

training maybe beneficial to logistic and supply chain majors as well.  

 There are a number of limitations that should be noted. First, this was a limited study 

in terms of participants. It maybe that increased samples of all student populations will result 

in a showing of less significance. This limitation provides an opportunity for future research.  

 Second, the population studied was relatively homogenous. Thus, at schools with 

greater ethnic diversity, the results obtained herein may be different. Again, this provides an 

opportunity for future research.  

 Finally, future research directed at employing a field experiment to effectively teach 

ethics to logistics and supply chain students can be undertaken to determine what effect if any 

such education has on the relative ethical ideologies of logistics and supply chain students.  
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ABSTRACT 

 

This paper investigates how a manufacturer designs a contract when outsourcing its 

transportation needs to an outside logistics company. We develop an analytical model using 

optimal control theory and game theory to solve for the optimal contract and the delivery 

schedule. Our findings show that the delivery schedule, as well as the cost of the contract to 

the manufacturer, depends on how payment is made, i.e., whether the contract is paid in a 

lump-sum amount or over time (per each delivery). We provide the theoretical explanation 

along with the managerial implications.  

 

 

 

 

INTRODUCTION 

 

Delivering products to retailers and final consumers has been a major concern for 

manufacturers in the contemporary supply chain. Shorter product life cycles and mounting 

cost-cutting pressures often require using specialized transportation services to streamline the 

outbound distribution process. Many businesses/manufacturers are outsourcing transportation 

and logistics activities to third-party provider(s) in an attempt to build both capacity and 

manage costs (Thompson 2013). However, when using an external transporter, they face 

another challenging task: the design of an optimal contract. 

 

The challenge is recognized by both academic scholars (see, e.g., Cachon and Zhang 

2006) and practitioners—e.g., in a recent interview with transport buyers and service 

providers, conducted by Inbound Logistics (available at 

http://www.inboundlogistics.com/cms/article/trucking-tips-of-the-trade/), the ―one‖' tip 

offered by Buddy Spurgeon, the transportation supervisor at Sanden International, is 

―Contract, contract, contract‖. Specifically, such a contract should overcome potential 

obstacles due to the inherent desire of each party to minimize its own cost—which may 

eventually reduce the overall efficiency of the system—and ensure effective coordination 

between the parties. For instance, a contract may specify scheduled shipments to help the 
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manufacturer reduce uncertainty in transportation lead time and coordinate production with 

delivery (Yano and Gerchak 1989). However, such a contract also requires the deployment of 

resources that may not always be optimal for the transporter (i.e., not allowing the transporter 

to minimize its costs), resulting in relatively higher rates paid by the manufacturer. 

 

In contrast, the manufacturer may choose to design a contract that features an overall 

deadline for delivery, but gives the transporter freedom to decide when to deliver to meet that 

deadline. Setting a normative lead time for delivery based on stringent customer requirements 

has been long recognized as a primary concern when detailing a delivery contract (e.g., see 

Benjaafar et al. 2007 and Nuzum 2007). For example, it is not uncommon for companies to 

sign a contract in March for shipments to be delivered in October (Nuzum 2007). An 

important issue that arises under such a contract is how the transporter should get paid. 

Should the manufacturer pay per every delivery, i.e., pay-as-you-go, or pay for the entire 

contract at once, i.e., lump-sum? To answer this, we investigate three specific research 

questions: (1) How will the transporter behave under these two types of contracts (i.e., pay-

as-you-go versus lump-sum)? Specifically, what is the transporter's optimal delivery schedule 

under each contract? (2) What are the optimal payments of the two contracts and how do they 

compare to each other? (3) Finally, how does the size of the transporter affect the payment 

terms of the two contracts? 

 

We address the above research questions by developing and solving an analytical 

model, in which a manufacturer designs and extends a transportation contract—which could 

be either a pay-as-you-go or lump-sum contract—to a transporter with a specific capacity. 

The contract requires the transporter to deliver a certain amount of inventory during a 

specified time period. While the pay-as-you-go contract pays the transporter for every 

delivery based on a unit price/rate, the lump-sum contract pays for the entire contract at once. 

Since delivery is time-driven and the associated cost is incurred over time (Everaert et al. 

2008), we solve our model using the dynamic optimal control approach (Caputo 2005).  

 

The result of our analysis indicates that when fulfilling a lump-sum contract, the 

transporter will optimally delay the delivery and deploy its full capacity by the end of the 

period to meet the contract deadline. In contrast, under the pay-as-you-go contract, the 

transporter is better off by starting the delivery immediately with full capacity; as a result, the 

inventory is delivered ahead of the deadline. This is due to the different incentives provided 

by the two contracts. Since the payment received under the lump-sum contract is fixed both 

in value and time, the transporter will choose a delivery schedule that minimizes its 

transportation cost. This cost is incurred over time; accordingly, delaying the delivery reduces 

the present discounted value of the total cost. Interestingly, the time factor exerts an opposite 

effect on the transporter‘s behavior under the pay-as-you-go contract. Here, both the payment 

and cost are made/incurred over time and the transporter‘s profit is maximized if the payment 

is received early in the contracting period. This happens when early delivery is scheduled. 

  

Next, when using the lump-sum contract, the manufacturer will pay less to hire a 

transporter with higher capacity while the opposite is true under the pay-as-you-go contract. 
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This is a result of how transporters with high vs. low capacity set their optimal delivery 

schedules and incur the transportation cost under the two contracts. As mentioned above, 

when fulfilling the lump-sum contract, the transporter will delay as much as possible, and 

more importantly, the one with higher capacity will be able to delay more while still meeting 

the deadline. The ―larger‖ transporter will thus incur a smaller present discounted total cost 

(compared to that incurred by a ―smaller‖ one) and can accept a contract with a lower 

payment. In contrast, the pay-as-you-go contract is fulfilled immediately at full capacity; 

higher capacity implies earlier delivery and higher present discounted total cost to the 

transporter and consequently, higher present discounted payment from the manufacturer. 

These intuitions also explain why the pay-as-you-go contract is more costly than the lump-

sum. 

 

Two important contributions of our research to the current literature on transportation 

and logistics outsourcing include: (1) providing a theoretical explanation for the various 

behaviors of transporters under the different types of contracts, and (2) accounting for both 

the dyadic and dynamic nature of the delivery process in a simplified and integrated 

framework. Our findings also provide managerial guidelines for practitioners in designing the 

right contract, choosing the transporter with the right capacity, and most importantly, 

coordinating their company's logistics and inventory decisions.  

 

The paper is organized as follows. In the following section, we describe the general 

setting of the two contracts. Sections 3 and 4 solve for the optimal lump-sum and pay-as-you-

go contracts, respectively. A comparison of the two optimal contracts is included in section 4. 

Here, for the sake of readability/clarity, we describe the optimal control problems and 

provide the solution along with the intuitions. A technical appendix with all the mathematical 

derivations is available from the authors upon request. Section 5 concludes the paper along 

with a discussion of the limitations and future research. 

 

MODEL SETTING 

 

Our model is developed based on a setting, in which a manufacturer ( ) carries an 

inventory of , whose delivery is outsourced to an outside transportation company ( ). In 

contrast to (Alp et al. 2003), we abstract away from the bidding mechanism of choosing the 

transporter and focus on the design of the contract as well as how the transporter will 

optimally fulfill that contract. The terms specify (1) the amount of inventory  to be 

distributed, (2) the time period for delivery , and (3) the schedule of payment. Regarding the 

term of payment,  has two options: (1) it will pay  an upfront lump-sum amount of —

alternatively, can also choose to pay  at the end of the contract; however, this does not 

change the qualitative result of our analysis—or (2) it pays  a price of  per every inventory 

unit being delivered. We denote the lump-sum contract by  and the pay-as-you-go contract 

(i.e., that of the latter type) by . 

 

Under either contract, the transporter decides on the schedule/rate of delivery, denoted 

, where . Here, the rate of delivery  cannot exceed the transporter‘s capacity 
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, i.e., , and the cost of transportation  is linear in  with a unit 

transportation cost of , i.e., . Let the amount of inventory—remained to be 

delivered—at time  be ; we have: , which is then differentiated 

(using the Leibniz's rule) to give:  

 

 

The sequence of events is as follows. First,  designs the contract, which could be 

either , or . Next, if accepting the contract,  decides on the 

optimal schedule of delivery, given its transportation capacity . Finally,  receives a lump-

sum amount of  at the beginning of the contract (i.e., ) under  or gets paid for every 

shipment based on the unit price of  under .  

 

Further, we assume that the information about the transporter‘s capacity  as well as 

its time discount factor  is common knowledge. Using backward induction, we first 

solve for the optimal delivery schedule and then the payment of each contract (i.e.,  versus 

). A comparison of the two contracts and a discussion on the marketing implications of the 

result then follow. 

 

THE LUMP-SUM CONTRACT  

 

Under the lump-sum contract, the transporter receives a fixed payment of . 

Accordingly, its profit is maximized by choosing a schedule of delivery that meets the terms 

of the contract while minimizing the current discounted cost of transportation. Given the 

discount factor , the current discounted total cost is then: . The transporter 

then solves the following optimal control problem: 

 

wherein  is the set of parameters, and  is the optimal current 

discounted total cost of transportation. The above optimal control problem is equivalent to: 

, subject to the above constraints, i.e., (3)-(5). The solution to 

this optimal control problem is provided in Proposition 1 and the proof is available from the 

authors in a technical appendix upon request. 

 

Proposition 1 When being offered the lump-sum contract, the transporter's optimal delivery 

rate is given by:  
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wherein . At this rate, the inventory of stock (remained to be delivered) at time  

is: 

 

 

Here, notice that the optimal schedule of delivery requires , which 

can be rewritten as . This asserts that if  employs its maximum capacity during 

the entire time period , it should be able to deliver—at least, if not more than—the 

inventory required by the contract. Intuitively,  only chooses a transporter who has the 

capability to fulfill the contract in (or before) time.  

   

Next, the result shows that when given a lump-sum contract, the transporter will 

optimally postpone the delivery until a ―switching‖' time , after which the delivery is done 

at its full capacity. Here, the intuition lies beyond the cost economy since the unit cost of 

transportation is exogenously set at a fixed value. As mentioned earlier, with a fixed 

payment, the transporter's profit is maximized by reducing the cost of transportation. The 

process of delivery takes place during a period of time (i.e., ) and the associated cost of 

transportation arises over time upon each shipment. Accordingly, the time factor, i.e., when 

to incur that cost, exerts a decisive role in the delivery schedule. The delay in delivery helps 

reduce the present discounted cost and eventually benefits the transporter.  

 

However, the extent of this delay is subject to the transportation capacity , among 

other factors. The transporter's capacity determines the minimum amount of time needed to 

deliver the inventory set in the contract and the longest delay time. Obviously, after such a 

delay, the transporter must use its full capacity to meet the deadline of the contract as 

indicated in Proposition 1.  

   

Now, consider the optimal payment of the contract;  needs to pay  a minimum 

amount enough to cover the current discounted total cost, i.e., , and its 

reservation profit. By normalizing the reservation profit to zero, we obtain: 

, whose close-form expression is provided in the 

following proposition. 

 

Proposition 2 The payment of the lump-sum contract is given by: 

 

 

Some important implications follow. First, it is not surprising that  will need to pay 

more if it wants the inventory to be delivered faster (i.e., in a shorter period  since 

. The requirement of a shorter delivery time restricts the 

transporter's ability to further delay the delivery and raises the present discounted cost. This 
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must eventually be compensated by a larger payment from the manufacturer. Also,  will 

need to increase its payment if more stock is to be delivered: . Most 

interestingly, it can be shown that , with the implication 

formalized in Lemma 1. 

 

Lemma 1 The manufacturer will pay less (more) to hire a ―larger‖ (―smaller‖) transporter 

under a lump-sum contract; however, the delivery is then subject to a more (less) significant 

delay. 

 

Although one may explain this finding from a cost perspective (i.e., a larger 

transporter incurs lower cost due to the economy of scale), our intuition lies behind the 

strategic response and optimal behavior of the transporter when being offered a lump-sum 

contract. Here, a larger transporter has a higher capacity (e.g., a larger fleet of trucks); 

accordingly, it can fulfill the contract in a shorter period of time. This allows the transporter 

to further delay the delivery while still being able to meet the terms of the contract and reduce 

its present discounted total cost. This allows the manufacturer to pay less for the same 

contract (i.e., with respect to  and ).  

 

The finding suggests a trade-off that the manufacturer has to consider when hiring a 

transporter using a lump-sum contract. Specifically, it is more (less) costly to the 

manufacturer if it can be less (more) flexible in terms of the time of delivery. Such flexibility 

can potentially benefit the manufacturer in two ways: (1) to allow the manufacturer to sign a 

less costly contract due to a longer delivery time period, and (2) to hire a transporter who can 

fulfill the contract at a lower cost (which is a larger transporter in this case). Most 

importantly, this result is also applicable when the manufacturer owns and manages the 

transportation. 

 

THE PAY-AS-YOU-GO CONTRACT  

 

Now, consider the  contract, under which  receives a payment for each delivery; 

the amount of payment is based on a unit rate , which is paid for every delivered unit of 

inventory. Given the unit transportation cost , the current profit of the transporter is given 

by: . In contrast to the lump-sum contract, the transporter gets 

paid over time and the present discounted profit of the transporter now depends on how the 

delivery is scheduled. Accordingly, the transporter will choose the rate of delivery to 

maximize the present discounted profit, subject to the constraints regarding the terms of the 

contract and its transportation capacity. Formally, it solves the following optimal control 

problem under the  contract: 
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wherein  is the optimal present discounted profit of the transporter. Here, too, we 

provide the solution to the above optimal control problem in Proposition 3. The proof is 

available from the authors upon request.  

 

Proposition 3 Under the pay-as-you-go contract, the transporter's optimal delivery rate is:  

 

wherein , and the inventory of stock (remained to be delivered) at time  is:  

 

 

In contrast to the lump-sum contract, the transporter immediately starts delivering the 

inventory to take advantage of the early payment, and as a result, fulfills the contract as soon 

as its capacity allows and eventually ahead of time, i.e., before . Though delaying the 

delivery may help reduce the present discounted cost, it also postpones the payment. As long 

as the net current profit is non-negative, i.e., , the transporter is better off with the early 

delivery at full capacity.  

 

Here, we can see the opposite incentives provided to the transporter by the two types 

of contracts, i.e., lump-sum versus pay-as-you-go. The former contract features a fixed 

payment, and—no matter whether this payment is made upfront or upon the completion of 

the contract—it induces the transporter to minimize its transportation cost by delaying the 

delivery. In contrast, the latter contract pays the transporter over time and upon each delivery. 

Accordingly, it can maximize the present discounted profit by completing the contract as 

early as its capacity allows. 

 

Next, consider the term on the payment of this contract. Given the transporter 

featuring a normalized reservation profit (which equals to zero), the manufacturer will need 

to pay a unit price  to cover the unit transportation cost , i.e., . The present discounted 

payment received by the transporter over the realization of the contract is then:

. The following proposition summarizes this 

result. 

 

Proposition 4 The optimal pay-as-you-go contract features a unit price equal to the unit 

transportation cost, i.e., , and a present discounted value of total payment as follows: 
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In contrast to the lump-sum contract, the current discounted value of the total payment 

does not depend on the delivery time . This is due to the optimal behavior of the transporter 

under the pay-as-you-go contract, as described in Proposition 3. Any change in the contract's 

term regarding  (as long as it is feasible given the transporter's capacity, i.e.,  does 

not affect the delivery schedule and the (present discounted) cost incurred by the transporter. 

The compensation is therefore unaffected by . However, it still requires the manufacturer to 

pay more if a larger inventory is to be delivered—as can be seen from equation (16) that 

. Finally, from (16), we obtain: , which 

implies: 

 

Lemma 2 The manufacturer will pay more (less) to hire a ―larger‖ (―smaller‖) transporter 

with a pay-as-you-go contract. 

 

When being offered a pay-as-you-go contract, the transporter will immediately deploy 

its full capacity for delivery. Larger capacity shortens the delivery time and results in early 

payment by the manufacturer. Consequently, the manufacturer will have to pay more in terms 

of the present discounted value. This finding should be interpreted in the following context: 

when extending a pay-as-you-go contract to a specific transporter, the manufacturer may 

need to consider the capacity of the transporter even though the terms of the contract do not 

explicitly depend on it. 

 

When comparing the payments of the two contracts, we have: , 

which implies: 

 

Lemma 3 In the present discounted term, the lump-sum contract is less costly than the pay-

as-you-go. 

 

Clearly, this is a trade-off that the manufacturer has to consider when choosing which 

type of contract to offer. With identical deadlines, the schedules of delivery realized by the 

transporter under the two types of contracts are different. Specifically, the lump-sum contract 

will result in a delay, and if this is acceptable to the manufacturer, such contract is optimal 

since it is less costly. This could be the case when the goods are not needed prior to the start 

of the shopping season. In contrast, if some delivery of the stock is required for production 

early in the delivery period, the pay-as-you-go contract must be used despite the higher total 

cost. 
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CONCLUSION, LIMITATIONS AND FUTURE RESEARCH 

 

In this paper, we investigate how a manufacturer designs the optimal contract for 

hiring a third-party logistics company, in which the manufacturer specifies the inventory to 

be delivered along with a deadline and a term of payment. Two options for payment are 

available: (1) a lump-sum amount is paid at once for the entire contract, and (2) payment is 

made at the time of each delivery, i.e., pay-as-you-go. Given such a contract, the transporter 

deploys its transportation capacity and decides on the delivery schedule to meet the deadline.  

 

Our analysis shows that the transporter meets the required deadline with different 

delivery schedules, depending on how payment is made. Specifically, under the lump-sum 

contract, delivery will be delayed and the extent of delay depends on the transportation 

capacity of the transporter. In contrast, the transporter will immediately deploy its full 

capacity to deliver the contracted inventory under the pay-as-you-go payment. This choice is 

driven by the opposite incentives that the two contracts provide. When being paid at once 

with a lump-sum amount, the transporter aims at minimizing its present discounted cost by 

delaying delivery. In contrast, it is better off to speed up delivery and obtain the maximum 

discounted profit under the pay-as-you-go payment. Consequently, the lump-sum contract is 

less costly to the manufacturer (in present discounted value) than the pay-as-you-go (ceteris 

paribus). In addition, hiring a ―larger‖ transporter with a lump-sum contract is cheaper than 

hiring a ―smaller‖ one. However, this decision comes with a trade-off, i.e., delivery schedule 

is further delayed by the larger transporter. The reverse applies to the pay-as-you-go contract.  

 

This paper contributes to the literature on outsourcing and logistics. We apply optimal 

control theory in combination with game theory in a streamlined model to address both the 

dynamic nature of transportation and the resolution of conflict of interest between two parties 

via the design of optimal contracts. Our findings provide insights into how each party in an 

outsourcing relationship makes their optimal decisions and most importantly, a guideline for 

manufacturers to choose the type of contracts that suit their needs. 

 

The paper does have some limitations. First, we abstract away from potential 

competition at both the transporter and manufacturer levels. In practice, the transportation 

market is competitive and the manufacturer may offer the contracts to more than one 

transporter. Also, a transporter may have transactions with more than one manufacturer. 

Given a fixed capacity, it faces an additional issue, i.e., the allocation of resources for each 

manufacturer. Future research may consider the effect(s) of competition on both the payment 

of each contract as well as the response of the transporter(s).  

 

Next, our model assumes that the contract will be fulfilled (i.e., deadline will be met) 

and does not account for uncertainty in transportation. A penalty term may be included to 

account for this uncertainty. Also, our model can be extended with a requirement on safety 

stock level, which imposes a constraint on how the transporter sets its delivery schedule. 

Future research may also explore a different cost structure to model how the transporter 
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deploys its fleet of trucks and incurs the fixed and variable costs of each truck. We hope that 

our effort will spark further interest in this stream of research on outsourcing and logistics. 
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EXTENDED ABSTRACT 

The research melds the relational view and the environment-strategy-performance 

perspective to develop a theoretical framework and hypotheses specifying how supply chain 

partnership strategy as a response to competitive intensity, product complexity, and 

turbulence may influence supply chain operational and financial performance. By employing 

a sample of 115 companies and using PLS path analysis to test hypotheses, empirical 

findings support the conventional wisdom relating collaboration and supply chain 

performance. For firms in industries that market complex products, the study finds evidence 

of a relationship with all three supply chain strategy factors, i.e., resource specificity, 

resource complementarity and collaboration. The findings also provide an initial strategic 

response framework for appropriately aligning supply chain strategy with market context 

factors to achieve operational performance improvements. The paper advances theory 

development by contributing to the understanding of the effect of environmental factors on 

resource complementarity. This study is unique in that it incorporates all these constructs as 

antecedents of performance. 
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EXTENDED ABSTRACT 

Research concerning antecedents of student satisfaction in undergraduate education 

is a fertile area for research with implications for faculty, higher education administrators, 

and policy makers.  It is critical as faculty seek to attract, engage, and graduate a growing 

population of college students in the classroom and on-line.  Online education provides a 

radical and innovative approach to bring higher education to largely underserved and non-

traditional populations.  Student satisfaction with the learning environment, content, and 

approach are all important to success in this arena.  

 

This research focused  on two antecedent variables that have been used in the 

literature including: (1) Technological Readiness – the propensity for people to embrace and 

use new technology for accomplishing goals in home life and work (Parasuraman, 200) and 

(2) Learning Goal Orientation – a measure of the ―desire to develop the self by acquiring 

new skills, mastering new situations, and improving one‘s competence‖ (Vaudewalle, 1997).   

Results and implications for practice are discussed. 
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MEASURES/ SCALES: 

 

Technology Readiness scale(Parasuraman 2000) 

 

1. I can usually figure out new hi-tech products & services without help from others. 

(Innovativeness 1) 

2. New technology is often too complicated to be useful. (Discomfort 1) 

3. I like the idea of doing business via computers because you are not limited to regular 

business hours. (Optimism 1) 

4. When I get technical support from a provider of a high-tech product or service, I 

sometimes feel as if I‘m being taken advantage of by someone who knows more than 

I do. (Discomfort 2) 

Technology Readiness 

 

Learning Goals 

 

Outcome measures 

 

Satisfaction 

Learning Outcomes 

Learning styles 
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5. Technology gives people more control over their daily lives. (Optimism 2) 

6. I do not consider it safe giving out credit card information over a computer. 

(Insecurity 1) 

7. In general, I am among the first in my circle of friends to acquire new technology 

when it appears. (Innovativeness 2) 

8. I do not feel confident doing business with a place that can only be reached online. 

(Insecurity 2) 

9. Technology makes me more efficient in my occupation. (Optimism 3) 

10. If you provide information to a machine or over the internet, you can never be sure if 

it really gets to the right place. (Insecurity 3) 

 

We will use a 5 point Strongly Disagree (1) to Strongly Agree (5) scale.  

 

The learning goal orientation scale (Van Der Rhee, Verma et al. 2007) 

 

1. The opportunity to do challenging work is important to me. 

2. When I fail to complete a difficult task, I plan to try harder the next time I work on it. 

3. I prefer to work on tasks that force me to learn new things. 

4. The opportunity to learn new things is important to me. 

5. I do my best when I'm working on a fairly difficult task. 

6. I try hard to improve on my past performance. 

7. The opportunity to extend the range of my abilities is important to me. 

8. When I have difficulty solving a problem, I enjoy trying different approaches to see 

which one will work. 

9. On most jobs, people can pretty much accomplish whatever they set out to 

accomplish. 

10. Your performance on most tasks or jobs increases with the amount of effort you put 

into them. We used a 5 point likert scale from 1(Strongly disagree) to 5(Strongly 

agree). 

 

Learning Style(Eom, Wen et al. 2006) 

 

Styl1 = I prefer to express my ideas and thoughts in writing, as opposed to oral expression. 

Styl2 = I understand directions better when I see a map than when I receive oral directions. 

 

User Satisfaction(Eom, Wen et al. 2006) 

 

Sati1 = The academic quality was on par with face-to-face courses I‘ve taken. 

Sati2 = I would recommend this course to other students. 

Sati3 = I would take an online course at Southeast again in the future. 

 

Learning Outcomes(Eom, Wen et al. 2006) 

 



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

82 
 

Outc1 = I feel that I learned as much from this course as I might have from a face-to-face 

version of the course? 

Outc2 = I feel that I learn more in online courses than in face-to-face courses. 

Outc3 = The quality of the learning experience in online courses is better than in face-to-face 

courses. 
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ABSTRACT 

 

Entrepreneurship education programs inspire entrepreneurial intention that leads to the 

creation of new small businesses. Even though 70% of entrepreneurs ranked education as the 

top factor leading to their new business success there is little knowledge about effective 

methods and topics to teach and inspire entrepreneurial intention.  The proposed 

quantitative, correlational study will address the effectiveness of a one week summer camp 

program at inspiring entrepreneurial intention using participation in the camp as the 

independent variable and student‘s entrepreneurial intention as the dependent variable. 

Results of this study may contribute to social change by helping educators and educational 

institutions understand how to inspire entrepreneurial intention. 

 

 

 

INTRODUCTION 

 

Because of the importance of entrepreneurship to society, research and education 

increasingly focus on entrepreneurship.  Researchers in the field have found that successful 

entrepreneurs rank education as the most important element in the success of business 

ventures (Elmuti et al., 2012; Liñán et al., 2011; Petridou & Sarri, 2011).  Jusoh, Ziyae, 

Asimiran, and Kadir (2011) studied the skills needed for entrepreneurship by surveying 

existing entrepreneurs about areas in which they needed training.  The authors conducted 

statistical analysis of the survey results to show skills in which entrepreneurs are confident 

and those in which they lack confidence (Jusoh et al., 2011).  Leung, Lo, Sun, and Wong 

(2012) investigated factors influencing student intention to participate in entrepreneurial 

activities on campus.  Many researchers cited the positive relationship between 

entrepreneurial intention and entrepreneurship education (Boyles, 2012; Paço, Ferreira, 

Raposo, Rodrigues, & Dinis, 2011; Sardeshmukh & Smith-Nelson, 2011; Vance, Groves, 

Gale, & Hess, 2012).  The positive relationship supports the need for entrepreneurship 
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education programs. 

 

Local, regional, and national economies need new entrepreneurs.  Entrepreneurs 

stimulate the economy by starting small businesses that provide innovative products and 

services and create jobs (Ghazzawi, 2010; Liñán, Rodríguez-Cohard, & Rueda-Cantuche, 

2011; U.S. Small Business Administration, Office of Advocacy, 2011).  Entrepreneurship 

provides a viable option for millions of women, minorities, and immigrants to succeed in 

business (Elmuti, Khoury, & Omran, 2012).  Even entrepreneurial businesses with no 

employees contribute to social and economic development (Sánchez, 2011).   With agreement 

on the importance of entrepreneurship, the challenge for societies becomes how to inspire and 

support entrepreneurship.   

 

While there is research to show that entrepreneurship can be taught, the lack of 

knowledge about how to teach entrepreneurship presents a problem (Raposo & Do Paco, 

2011).  Cheung and Au (2010) and Knotts (2011) agreed that entrepreneurship education 

requires an experienced-based approach.  Challenges exist in creating academically rigorous 

courses based on experience for entrepreneurship classrooms (Petridou & Sarri, 2011).  These 

challenges present an opportunity and need for new research in the field of entrepreneurship 

education. 

 

The proposed study will address the effectiveness of a new entrepreneurship 

education program at inspiring entrepreneurial intention.  The new program is a one week 

summer camp program held at a regional university in Oklahoma for high school students. 

The camp program immerses students into entrepreneurship and business through 

simulations, mentoring, and team challenges.  The program uses an experienced-based 

approach to teach students about starting and running a business with a goal of inspiring 

entrepreneurial intention among the students in the program.  Results of this study may 

contribute to social change by helping educators and educational institutions understand how 

to inspire entrepreneurial intention. 

 

The next section of this paper is a literature review followed by a section on a 

proposed methodology. 

 

LITERATURE REVIEW 

 

This literature review about the field of entrepreneurship and entrepreneurship 

education begins by  defining entrepreneurship and examining its importance to the economy. 

The review continues with information about factors that lead to one becoming an 

entrepreneur.  The literature review then examines several topics related to entrepreneurship 

education. This section continues by noting the lack of consistency in concepts, topics, 

programs and outcomes associated with entrepreneurship education. The section concludes 

by highlighting  topics typically covered in entrepreneurship education. The content of the 

literature review builds a case on the foundation of entrepreneurship through the need for 

measuring the entrepreneurial intention impact of entrepreneurship education programs.   
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 To review the literature on the subject of entrepreneurial intention, a thorough search 

of online databases  preceded a search of the sources from the most relevant articles found.  

Databases in business, management and  education offered sources relevant to the topic.  The 

sources from the most current and relevant articles provided additional resources for the 

study.  Using Google Scholar, the citation chains of relevant articles were examined for 

additional relevant articles.  The combination of searching databases in business and 

education and then following potentially useful sources from relevant articles, and reviewing 

the citation chain list from relevant articles resulted in over 75 articles with the ability to 

contribute to the study.  

 

Defining Entrepreneurship 

 

Defining entrepreneurship presents a challenge.  A recent study that examined 

entrepreneurship concepts presented in higher education journals found no specific definition 

of entrepreneurship in any of the 44 articles reviewed (Matthew M. Mars & Rios-Aguilar, 

2010).  Mars and Rios-Aguilar argued that entrepreneurship lacked scholarly consensus 

because of its derivation from various different social sciences.  The lack of consensus may 

cause disparity among frameworks used for study in the field.  Disparity breeds a lack of 

focus, so moves toward an agreement on a standard definition continue. 

 

A standard definition of entrepreneurship provides clarity to the subject.  

Entrepreneurship is the process of identifying and exploiting opportunities while taking 

responsibility for the risk (Uddin & Bose, 2012).  When an entrepreneurship creates a new 

business, something of value arose from nothing more than an idea.  The definition offered 

by Uddin captures the essence of entrepreneurship and offers reason for its importance to the 

economy. 

 

Importance of Entrepreneurship to the Economy 

 

Entrepreneurship plays an important role in the economy.    Entrepreneurs contribute to 

prosperity, create jobs, and innovate.  The positive effects on the economy generated by 

entrepreneurs spark continued research on the topic. 

 

Job Creation.  Entrepreneurs create jobs.  In the U.S. alone, the small businesses that 

entrepreneurs open create 86% of the new jobs created (Neumark et al., 2011).  Job creation 

promotes economic growth.   

 

Innovation.  Entrepreneurship spurs innovation.  Entrepreneurs often begin a new 

business based on a breakthrough or improvement innovation (Nazir, 2012).  Not only do 

entrepreneurs offer innovation, the innovative activity of entrepreneurs pushes established 

companies to continually innovate to remain competitive.  The continual cycle of innovation 

drives economic growth. 
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GEM Project.  International recognition of the importance of entrepreneurship to 

economies led to the creation of the Global Entrepreneurship Monitor (GEM).  The GEM 

project began in 1999 with 10 countries, continues to grow, and has surveyed a total of 99 

economies (Thompson, Jones-Evans, & Kwong, 2010; Xavier, Kelley, Kew, Herrington, & 

Vorderwülbecke, 2013).  A university partnership conducts the GEM survey annually and 

many entrepreneurship researchers study the collected data.  The large sample allows for 

reliable studies able to guide policy decisions for continued stimulation of entrepreneurship.  

 

The Creation of Entrepreneurs 

 

Entrepreneurship becomes appealing for a number of reasons.  Sometimes no better job 

alternative exists.  Sometimes opportunities seem too good to pass up.  These push and pull 

factors influence entrepreneurial decisions. 

 

Push Factors.  Entrepreneurs sometimes become entrepreneurs because of a factor or 

factors pushing them towards entrepreneurship.  Push factors include (a) insufficient income, 

(b) discrimination, (c) underemployment, and (d) unemployment (Bauer, 2011).  The 

unemployed may look to entrepreneurship as a way to survive.  Unsatisfied employees may 

look to entrepreneurship as a way out of a bad situation.  Either reason pushes some into 

entrepreneurship. 

 

Pull Factors.  Entrepreneurs sometimes become entrepreneurs because of a factor or 

factors pulling them towards entrepreneurship.  Pull factors include (a) personal interest or 

passion, (b) flexibility, (c) ethnic enclaves, (d) higher earnings potential, (e) upgrade in social 

status, (f) role models, and (g) a good opportunity (Omar, 2011).  Pull factors entice potential 

entrepreneurs to something better than their current situation.   

 

Other Factors.  Other factors push or pull a potential entrepreneur depending upon the 

content and context of the factor.  These factors include age, education, and other 

demographic variables often contribute to the decision to pursue entrepreneurship (Rasli, 

Khan, Malekifar, & Jabeen, 2013).  Because the decision to venture into entrepreneurship 

requires planning, many factor influence the decision.  The variable under scrutiny in this 

study relates to entrepreneurship education. 

 

Entrepreneurship Education 

 

This section briefly examines entrepreneurship education from a historical perspective 

with information related to training programs and both higher and secondary education.  

 

History of Entrepreneurship Education.  Entrepreneurship has not always had a place 

in universities.  Entrepreneurship education began at the university level at Harvard 

University in 1947 (Abduh, Maritz, & Rushworth, 2012).  Peter Drucker taught 

entrepreneurship and innovation at New York University in the 1950s (Abduh et al., 2012).  

Many other schools followed, and by 2012 over one thousand institutions in the U.S. offered 
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entrepreneurship courses (Abduh et al., 2012).  Entrepreneurship education offerings grew 

exponentially from its beginnings in the 1940s until now.   Entrepreneurship education also 

experienced growth at universities world-wide. 

 

Enterprise Education.  World-wide entrepreneurship education has continued to grow 

during the same time period as entrepreneurship education in the U.S. but under a different 

name in some places.  Enterprise education encompasses entrepreneurship education in its 

goal to develop enterprising individuals in the United Kingdom (Draycott, Rae, & Vause, 

2011).  Research studies on enterprise education and entrepreneurship education often share 

similar concepts and results.  Enterprise and entrepreneurship education continue to receive 

encouragement and support to grow. 

 

Supporters of Entrepreneurship Education.  The growth of entrepreneurship education 

found encouragement and support from government and private resources.  Both 

governments and private foundations provided support to entrepreneurship education with a 

goal of developing more entrepreneurs (Hegarty & Jones, 2008; Mars & Ginter, 2012).  The 

Kauffman and Coleman Foundations both supported multiple entrepreneurship education 

programs, curriculum developments, entrepreneurship competitions, and project grants (Mars 

& Ginter, 2012).  Outside support from private foundations provided for much of the growth 

in the area of entrepreneurship when government funding waned during periods of a lagging 

economy.  Entrepreneurship education at universities and other types of entrepreneurship 

training benefited from the influx of support. 

 

Training Programs.  Training programs exist in different lengths and for different target 

audiences.  Some entrepreneurship training programs carry the name of boot camp in their 

title to connote the brief but thorough nature of the program.  Others meet once per week or 

month to offer entrepreneurs the opportunity to educate themselves at a slower pace while 

continuing to run their business.  Participants in these types of training programs report high 

satisfaction with the type and quality of education received (Bauer, 2011).  These programs 

while brief in nature offer training to those who might not otherwise have the opportunity for 

formal entrepreneurship education.  Those with the desire to pursue more formal education 

find it at higher education institutions. 

 

Higher Education.  Higher education institutions offer entrepreneurship education 

courses, certificate programs, minors, and majors.  Over 1600 universities offer at least one 

type of entrepreneurship course (Winkel, Vanevenhoven, Drago, & Clements, 2013).  With 

the growing number of entrepreneurship programs in higher education institutions, programs 

seek to attract students from outside the school of business.  While most entrepreneurship 

programs exist as an extension to the school of business, recent trends show that 

entrepreneurship programs exist outside the school of business.  

 

Business School.  Most entrepreneurship programs at the university- level exist as 

extensions of the business school.  Winkel et al. (2013) argued that entrepreneurship housed 

in the business school may be less than ideal because business schools structure programs 
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around functional areas.  Entrepreneurship education programs require coverage of the entire 

scope of business education.  Some entrepreneurship programs reside in their own 

departments or within centers of entrepreneurship or small business.  These arrangements 

encourage cross-disciplinary use.   

 

STEM.  Entrepreneurial persons with knowledge beyond just business fundamentals 

offer innovative ideas for new businesses.  The world‘s fastest growing industries involve 

STEM (science, technology, engineering, and mathematics) fields (Parthasarathy, Forlani, & 

Meyers, 2012).  Programs in entrepreneurship that combine a STEM focus with business 

principles focus on the knowledge required to successfully commercialize new technologies.  

This focus supports the economy through offering entrepreneurship education to those in 

fields poised to make an impact in the innovative frontier by commercializing new 

technologies. 

 

The commercialization of university research benefits societies.  Despite barriers that 

make the commercialization of university research difficult, the benefits to the university and 

society outweigh the cost of overcoming challenging hurdles (Farsi, Modarresi, & Zarea, 

2011).  Small business development centers and other technology transfer offices aid in the 

transfer of technology to commercial ventures or in the creation of new companies by 

members of the academic development team.  Thus, entrepreneurship education offers STEM 

focused students the opportunity to commercialize their own research rather than sell it to an 

outside firm.      

 

Arts.  Similar to the STEM field, many artistic students find the need to commercialize 

their work.  Self-employment occurs five-times more often for those in the arts than other 

field, but arts professionals seldom acquire entrepreneurship education (Bridgstock, 2013).  

Bridgstock‘s (2013) research found that creative industries grew faster than other sectors 

during 2007 and 2008.  Because artists often end up as entrepreneurs, university 

entrepreneurship programs should reach out to the departments with these students and offer 

entrepreneurship programs to prepare these students for future endeavors.  

 

Entrepreneurship education provides benefits to students in many fields.  Cross-

disciplinary entrepreneurship education offers the necessary knowledge, skills, and abilities 

to those involved in many fields that lend themselves to self-employment.  The 

entrepreneurship education of students in fields other the business school and of younger 

students supports economic growth by stimulating entrepreneurial activity.   

 

Secondary Education.  Entrepreneurship education provides students in high-school and 

earlier grades with an idea that they do not have to work for someone else.  Researchers in 

Hong Kong found that 80 percent of high school students believed that more 

entrepreneurship should be taught in school, agreed that entrepreneurship education has a 

positive impact on work-related skills, and placed a high value on entrepreneurship education 

(Cheung & Au, 2010).  Based on the impact on skills and high value that high-school 
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students placed on the entrepreneurship education, support exists for the inclusion of 

entrepreneurship education for high-school aged students.   

 

Secondary school students search for their place to fit in to society.  Teaching young 

people about the economy helps them understand how society works (Mccafferty, 2010).  

With an idea of how society works and how they can contribute, young people find value in 

the knowledge, skills, and abilities involved in entrepreneurship.  For the effectiveness of 

entrepreneurship education to be assessed at the secondary level or the university level, 

consistency in programming and outcomes must exist. 

 

Lack of Consistency in Concepts, Topics, Programs and Outcomes 

 

Due to a lack of consistency in topics covered in programs and desired outcomes 

assessment presents a challenge for entrepreneurship education. Scholars and practitioners 

fail to agree on a definition of entrepreneurship education (Draycott et al., 2011; Lahm, Jr. & 

Heriot, 2013) and even what constitutes entrepreneurship (Matthew M. Mars & Rios-Aguilar, 

2010).  This lack of agreement on the concepts of entrepreneurship and entrepreneurship 

education causes a divergence of teaching approaches and topics.  This divergence steered 

entrepreneurship education in different educational directions with various topics being 

covered and emphasized. This sections examines some of the topics typically considered in 

an entrepreneurship program in an effort to underscore the challenge of assessment and 

agreement on desired outcomes.  

 

Business plans.  The most often reported concept covered in entrepreneurship education 

involves writing a business plan.  A business plan documents the current state and future 

plans of an organization (Arasti, Kiani Falavarjani, & Imanipour, 2012).  Learning how to 

write a business plan teaches students one of the key skills necessary for entrepreneurship.  

Despite being an important element of entrepreneurship education, challenges exist with 

using business plans to teach entrepreneurship.  Using business plans to educate students 

about entrepreneurship fails to prepare students for an actual entrepreneurship experience 

(Arasti et al., 2012; Sardeshmukh & Smith-Nelson, 2011).  Learning about how to write a 

business plan contradicts the non-linear thinking style necessary for entrepreneurial 

opportunity-recognition ability (Sardeshmukh & Smith-Nelson, 2011).  The ability to 

recognize opportunities sets entrepreneurs apart.  Entrepreneurship education must seek to 

teach the necessary business planning skills without squelching opportunity recognition 

abilities.   

 

In training programs for nascent and new entrepreneurs, skills for writing a business plan 

rank high.  A study of women who completed an entrepreneurship training program in 

Vermont showed that writing a business plan was the most important element of the training 

(Bauer, 2011).  When an entrepreneur already has an idea and intention to pursue it, they 

welcome instruction about how to write a business plan and can apply the knowledge 

immediately.  Entrepreneurship education for university or younger students often educates 

students without an idea or even a consideration about future entrepreneurship endeavors.  
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Beginning with the detail and massiveness of complete business plans with these students 

could negatively affect their desire to pursue entrepreneurship.    

 

Opportunity Recognition.  Opportunity recognition abilities spark the entrepreneurship 

cycle.  The ability to recognize opportunities increases with higher education attainment 

(Thompson et al., 2010) and active learning of opportunity search and recognition strategies 

(Heinonen, Hytti, & Stenholm, 2011).  If opportunity recognition abilities improve with 

education and experiential learning opportunities, those interested in improving 

entrepreneurship education can incorporate these active learning into their curriculum.  

Opportunity recognition abilities generate business opportunities for entrepreneurs who must 

then leverage other skills during the creation of the business venture.   

 

Networking.  Students in entrepreneurship education programs learn the importance of 

networking.  Ranked high among entrepreneurship students, the ability to network with peers 

offers opportunity-recognition, opportunity-validation, and business growth support (Bauer, 

2011; Knotts, 2011; Petridou & Sarri, 2011).  Networking builds social capital necessary for 

business success (Hegarty & Jones, 2008).  Networking paired with business planning, 

opportunity-recognition, and management skills lead to an entrepreneur prepared for the 

venture ahead.    

 

Management Skills.  Entrepreneurship requires management skills.  Entrepreneurs must 

manage resources to offer outputs with a competitive advantage over their competition (Hitt, 

Ireland, Sirmon, & Trahms, 2011).  Resources include environmental, organizational, 

financial, and individual resources that offer input to the organization (Hitt et al., 2011).  

These inputs, when managed, combine to create a competitive advantage for an 

entrepreneur‘s firm.  Competitive advantage leads to sustainability in the marketplace for a 

business.  Different styles of teaching exist for the different types of knowledge required for 

entrepreneurship education. 

 

Theory-Based.  Some entrepreneurship educators use theory-based techniques to teach 

entrepreneurship.  Theory-based education techniques include the traditional lecture format 

that many business school faculty employ (Lautenschlager & Haase, 2011).  Theory-based 

education fits the management skills model of entrepreneurship but lacks the ability to 

effectively teach other entrepreneurship skills.  In order to effectively teach entrepreneurship, 

educators lean toward application or experience-based learning models. 

 

Application/Experience-Based.  Application or experience-based learning provides 

well-received and highly-regarded educational experiences for entrepreneurship students.  

Surveys regarding entrepreneurial intention showed that experiential learning impacted 

students at a higher rate than traditional instruction methods (Gibson, Harris, Mick, & 

Burkhalter, 2011).  Experience-based learning comes in many forms.  Entrepreneurship 

education programs around the world offer various experiential opportunities that include 

internships, consulting, service-learning, and business plan competitions that allow students 

to experience entrepreneurship without incurring the risk of actual business start-up. 
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Internships.  An internship puts a student in the field working as part of their educational 

experience.  An entrepreneurship internship provides students a preview of the constantly 

changing challenges experiences by entrepreneurs (Lahm, Jr. & Heriot, 2013).  Lahm, Jr. and 

Heriot explored an internship program at a university and found that while time consuming 

for the director of the program both the students and the community benefited from the 

program.  Internships offer a real-world look at entrepreneurship but seldom encompass even 

a single phase of the entrepreneurial process due to their limited time frame.  Another similar 

experiential educational opportunity stems from consulting. 

 

Consulting.  Consulting projects in entrepreneurship classes offer opportunities to work 

with an actual entrepreneurial venture.  Students in one entrepreneurship course engaged in 

consulting projects with local Small Business Development Center (SBDC) clients (Knotts, 

2011).  Students conducted concept validation research and business evaluations with the 

permission of the clients (Knotts, 2011).  The students presented their findings to the business 

owners as part of their class project, and the business owners offered feedback on the work as 

well as gratitude for the ideas that did not seem obvious to the business owners (Knotts, 

2011).  Similar to the internship, the consulting project allowed students to experience one 

stage of an entrepreneurial venture. 

 

 Service-Learning.  Another opportunity for experiential learning in the field of 

entrepreneurship lies in the service learning initiatives of many universities.  Service-learning 

projects reinforce student learning through projects that benefit the community (McCrea, 

2010).  The service-learning project completed by McCrea‘s (2010) class covered the entire 

life cycle of a start-up repair business except searching for and maintaining customers.  

Students planned the project, secured financing, conducted the work, and presented the final 

project to the customer for approval (McCrea, 2010).  The experiential learning provided 

from service-learning projects offers similar results and limitations of internships and 

consulting projects.  Another popular experiential-learning opportunity involves business 

plan competitions.   

 

Business Plan Competitions.  Business plan competitions offer students the opportunity 

to experience several elements of entrepreneurship.  Jones and Jones (2011) found that 

students react positively to the opportunity to put their learned skills into practice and 

strengthen teamwork and communication skills.  The skills employed in a business plan 

competition mirror those used in the real-world with time constraints and competition without 

the financial risk of an actual venture.  This opportunity for students strengthens their 

entrepreneurship skills and abilities.  

 

This literature review section defined entrepreneurship and examined its importance to 

the economy. Other sections provided information about factors that lead to one becoming an 

entrepreneur and examined literature related to several topics related to entrepreneurship 

education. This section concluded by noting the lack of consistency in concepts, topics, 

programs and outcomes associated with entrepreneurship education and then highlighted 
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topics typically covered in an entrepreneurship program. The next section proposes a study to 

test a hypothesis related to whether or not a business camp for high school students leads to 

an increase in entrepreneurial intention among the participants. 

 

A PROPOSED STUDY 

 

This section presents a hypotheses for study in an attempt to answer the question of 

whether or not a business camp for high school students leads to an increase in 

entrepreneurial intention among the participants. A theoretical framework for the study is 

presented followed by an explanation of the methodology to be used in the study.  

 

Nature of the Study and Hypotheses 

 

It is proposed that a quantitative method be used to study the effectiveness of a business 

focused summer camp in inspiring entrepreneurial intention among its high-school age 

participants. The use of quantitative research provides the ability to determine relationships 

among data or statistically analyze data resulting from experimental procedures (Creswell, 

2009).  Based on prior research in the field, use of the pre-test and post-test correlational 

design provides a valid and reliable measurement of program effectiveness (Ghazzawi, 2010; 

Liñán, Rodríguez-Cohard, & Rueda-Cantuche, 2010; Petridou & Sarri, 2011).  These prior 

studies include high-school summer camps, technical school programs, professional training, 

and higher education program assessment using quantitative methods. 

 

The proposed study seeks to answer the question of ―To what extent does participation in 

an entrepreneurial-based summer camp affect the entrepreneurial intention of student 

participants?‖ This question leads to whether or not the camp leads to an increase in 

entrepreneurial intention among students attending the summer camp and this proposed 

hypotheses:  

 

H10:  Student participants in the summer camp will experience no increase in 

entrepreneurial intention. 

H1a:  Student participants in the summer camp will experience an increase in 

entrepreneurial intention. 

 

Theoretical Framework  

 

The theoretical framework for the proposed study originates from Ajzen‘s (1991) Theory 

of Planned Behavior (TPB).  The TPB postulates that the best indicator of future action is 

current intention.  Intention is affected by (a) attitude, (b) subjective norms, and (c) perceived 

behavioral control (Ajzen, 1991).  The TPB applies to many disciples.   

 

Applications of the TPB extend across varied fields of study.  Explanations of behavior 

resulting from intentions studied using the TPB range from fields of study, such as 

entrepreneurship (Vissa, 2011) and engineering (Matusovich, Streveler, & Miller, 2010), to 
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types of study, such as study abroad programs (Presley, Damron-Martinez, & Zhang, 2010).  

Wide usage and acceptance of the TPB provides support for its applicability to continued 

research.  The TPB provides a valid theoretical framework for the proposed study of 

entrepreneurship education and entrepreneurial intention.   

 

The TPB‘s prior use in entrepreneurship education offers support for its use in the 

proposed study.  Prior research in the field has shown that the TPB applies to 

entrepreneurship education and studies to measure its effectiveness (Liñán et al., 2011).   The 

TPB guides research in entrepreneurial intention toward measures to determine effectiveness.  

The three elements of the TPB combine to affect intention. 

 

The three elements of the TPB, (a) attitude, (b) subjective norms, and (c) perceived 

behavioral control, affect intention.  Attitude or our behavioral beliefs involve the desirability 

of the outcomes of a behavior (Mobarak & Zare, 2012).  Subjective norms  or normative 

beliefs include the impact your network of influencers have on your future plans (Carey, 

Flanagan, & Palmer, 2010).  Control beliefs or the perceived control of the participant over 

the skills and knowledge required to be successful (Fretschner & Weber, 2013).  As shown in 

Figure 1, these three elements combine to affect intention, and intention drives behavior for 

actions requiring prior planning.   
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Attitude – Does starting a 

business seem desirable? 

Subjective Norms – Would 

starting a business be looked 

upon favorably by those in your 

network? 

Perceived Behavioral Control – 

Do you think you have the 

skills required to be successful? 

Entrepreneurial Intention – 

How likely are you to start a 

business? 

Behavior 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1. Theory of Planned Behavior with added entrepreneurial intention queues (Carey et 

al., 2010). 

 

Methodology 

 

Use of an already existing and tested survey instrument to collect data adds validity and 

reliability to the study (Liñán et al., 2010).  A pre-test, the Entrepreneurial Intention 

Questionnaire (EIQ), will be administered to all participants.  The EIQ survey instrument has 

been used to measure entrepreneurial intention with multiple age groups in multiple countries 

(Liñán & Chen, 2009; Liñán et al., 2011). The survey will be delivered in an online format 

using SurveyMonkey
®

, a web-based survey tool.  The EIQ was developed, tested, and 

validated as a tool for measurement of entrepreneurial education programs (Liñán et al., 

2010).  The use of Liñán‘s survey instrument for the study will add additional reliability to 

the instrument (Field, 2009).  Professor Liñán has granted permission via email to use the 

EIQ for purposes of evaluating the summer camp.  

 

As indicated data to support or reject the hypotheses will be collected using the 

Entrepreneurial Intention Survey.  The full survey instrument is included in Appendix A and 

consists of questions similar to the following: 

 

1. Have you ever seriously considered becoming an entrepreneur? 

2. Do you personally know an entrepreneur? 

3. Considering all advantages and disadvantages (economic, personal, social recognition, 

job  stability, etc.), indicate your level of attraction towards each of the following work 
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 options from 1 (minimum attraction) to 7 (maximum attraction). 

  a. Employee 

  b. Entrepreneur 

 

All participants in a summer camp held in a state in the central part of the U. S. will be 

invited to participate in the study. Students will take the pre-test on the first day of camp 

using SurveyMonkey
®

 in a computer lab on the campus of the university where the summer 

camp occurs.  The same test will be repeated on the last day of camp with all participants in 

the same location.  

 

After issues related to data collection are resolved, data analysis will begin. Liñán et al. 

(2010) used a factor-regression procedure to analyze the EIQ.  The EIQ will be analyzed 

using the same method.  The factor-regression procedure is a mixture of factor analysis and 

regression calculated using IBM-SPSS software.  The combination of these results will 

answer the research question and support or fail to support the hypotheses.  

 

CONCLUSION 

 

Following an introduction and comprehensive literature review this paper suggests a 

research plan to answer the question of whether or not a business camp for high school 

students leads to an increase in entrepreneurial intention among the participants. 

 

The introduction highlighted the importance of entrepreneurship and the lack of 

knowledge about how to teach entrepreneurship. In the introduction it was noted that 

challenges exist in creating academically rigorous courses based on experience for 

entrepreneurship classrooms (Petridou & Sarri, 2011) and that these challenges present an 

opportunity and need for new research in the field.  

 

The literature review defined entrepreneurship, examined its importance to the economy 

and provided information related to factors that lead to one becoming an entrepreneur.  The 

literature review then examinee several topics related to entrepreneurship education. The 

section concluded by noting the lack of consistency in concepts, topics, programs and 

outcomes associated with entrepreneurship education and then highlighted topics typically 

covered.  

  

Section three presented a hypotheses for study through which an attempt to answer the 

question of whether or not a business camp for high school students leads to an increase in 

entrepreneurial intention among the participants could be made. It was proposed that a 

theoretical framework for the study based on work from Ajzen (1991) and that the 

Entrepreneurial Intention Questionnaire (EIQ) developed by Liñán and others  (Liñán & 

Chen, 2009; Liñán et al., 2011) be used to test the hypotheses. The methodology to be used in 

the study is explained in this section. 
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Finally, as indicated in the introduction, it is the hope of the researchers that the results of 

this proposed study will contribute to social change by helping educators and educational 

institutions understand how to inspire entrepreneurial intention.  
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EXTENDED ABSTRACT 

 

One of the key activities of entrepreneurial action is the access and management of 

multiple resources and capabilities in order to transform their business projects into feasible 

organizations (Aldrich, 1987; Aldrich and Martinez, 2001). They can do this by developing 

relationships with different resource holders. These relationships and ties among 

entrepreneurs and other stakeholders originate networks. Entrepreneurs seeking to develop 

effective networks need to understand ―how networks evolve and change over time‖ (Nohria, 

1992: 15). However, we still know little about how entrepreneurial networks evolve over time 

(Jack, 2010; Slotte-Kock and Coviello 2010). One explanation of this lack of research to the 

how issues, is that most studies of entrepreneurial networks rely on cross-sectional studies 

and quantitative data bases (Jack, 2010). In consequence, these studies based on cross 

sectional approaches yield a static approach and produce little empirical evidence of a 

dynamic process (Shane and Stuart, 2002; Jack 2010; Steier and Greenwood, 2000). Little 

research on networks explicitly includes time as relevant dimension. This is associated to a 

theoretical issue concerning the role of time in the relationships inside and outside networks 

(Zaheer et al. 1999). This study addresses these methodological and theoretical gaps through 

a longitudinal qualitative case study. We address the theoretical gap recognizing time and 

timing as relevant dimensions in our research design.  

 

The literature on the dynamic process of networks suggests variables that influence 

entrepreneurial networks change over time; industry and country particularities, resource 

and capabilities (Hoang and Antoncic, 2003), firm performance (Batjargal 2006). While very 

limited research considers historical approaches (Jack 2010), these studies show that there is 

little specification of the various dimensions of an entrepreneurial network and they do not 

consider the ‗entrepreneurial network‘ dimensions interaction process over time (Steier and 

http://orgsci.journal.informs.org/content/23/2/434.full#ref-85
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Greenwood, 2000). They are concentrated in analyzing (1) some network characteristics or 

particular dimensions and (2) the early stage of network and venture creation (Steier and 

Greenwood, 2000). Thus, they are far from a holistic network process approach. Hence, they 

do not consider ‗the network‘ as a unit of analysis (Jack, 2010). In this paper, we address 

these conceptual gaps by identifying on the existing literature the dimensions and empirically 

exploring their pertinence in the context of an entrepreneurial network evolution. 

 

Our research question is thus focused on understanding how an entrepreneurial 

network evolves over time. This research question contributes to previous research by 

exploring the different ways in which network dimensions can interact over time. Our 

qualitative study makes an important contribution by proposing a conceptual framework with 

new dimensions and drivers of a network evolution process over time. New constructs emerge 

as relevant to explain the network evolution process. 

Key findings are illustrated in figure 1. 

 

Figure 1. Final Data Structure after the Third Coding Round 
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EXTENDED ABSTRACT 

 

This article explores the domain of international entrepreneurship (IE) research by 

thematically mapping and assessing the intellectual territory of the field. While notable 

contributions towards theoretical and methodological integration are evident, extant reviews 

show that the body of IE knowledge is growing. 

 

Premising that IE is positioned at the nexus of internationalization and 

entrepreneurship, we identify 80 relevant journal articles published in the period of 1993 to 

2013. 

Traditionally the internationalization process of the firms has been conceived as a gradual 

process with incremental stages during a long period of time (Johanson and Vahlne 1977; 

Johanson and Vahlne 1990). However, during the last years, an increasing number of firms 

had followed the tendency to involve in international markets from their creation, questioning 

the gradualist conception of internationalization. These firms do not follow the traditional 

incremental and gradual international expansion patron, and some of them are born with a 

world perspective being characterized by an instant internationalization. Such a research 

gap could be well filled by the emerging topic in International Entrepreneurship (IE) which 

focuses on International New Ventures (INVs) (Madsen and Servais 1997; Oviatt and 

McDougall 1997; Oviatt and McDougall 1994) which are, by theoretic definition, 

international at inception.  

 

The purpose of this article is to give an insight into the literature of INVs by providing 

an updated review and synthesis of the literature that has emerged during twenty years, in 

relation to the accelerated internationalizing activities of new, entrepreneurial SMEs. In 

addition this article identifies directions for future research aimed at developing improved 

theories and advancing knowledge of this phenomenon. In this paper, the studies that deal 

with INVs are identified, fully examined and critically assessed as a basis for obtaining an 

adequate view of the state-of-the-art of this increasingly important research field of IE. The 

methodology used for this synthetic review allow us to analyze a number of recent, chosen 
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studies that are systematically compared according to the main objective and type of 

research; framework of reference; methodology and key research findings.  

 

As a result of this literature review, a critical assessment follows in which the most 

relevant benefits and contributions as well as potential drawbacks in the research activities 

conducted so far are discussed. Only a minority of studies can be considered to be highly-

conceptual, often including a future research agenda related to the behavior of these firms 

(Knight and Cavusgil 1996; Zahra and George 2002). Building upon existing 

internationalization theories and recent developments in the field of Strategic Management 

and Entrepreneurship, Oviatt and McDougall (1994; 1999) have established a theoretical 

framework and types of INVs. This theoretical framework identifies unique resources as the 

differentiator element and necessary condition of INVs. Therefore, based on Barney‘s (1991) 

argument that sustainable competitive advantage for any firm requires that its resources be 

unique and imperfect imitable, the possibility to develop INVs studies from the resource 

based view perspective is evident. Therefore, INVs share unique intangible resources and 

capabilities based on knowledge management from the very beginning.  

 

According to this perspective the management commitment of INVs presents a global 

vision from inception based on the high degree of previous international experience on behalf 

of managers. The market knowledge and market commitment is reinforced with the use of 

personal and business networks. These characteristics facilitate INVs with a high value 

creation through differentiated technology products to target narrowly-defined customer 

groups with a customer orientation and close customer relationships.  
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EXTENDED ABSTRACT 

 

Organizations may have different types of business orientations such as customer 

orientation, goal orientation, management orientation, sales orientation, marketing 

orientation, and so on. All these orientations can be assessed both at the organizational and 

individual levels. They may be critically important for firms both in national and 

international markets. In general, the purpose of these orientations is to generate more 

profits, more sales, more satisfaction, and so on. Especially, customer orientation has been 

increasingly emphasized by both academicians and practitioners as a beneficial business 

orientation for the last two decades. The concept of customer orientation can be evaluated 

from the two perspectives: Organizational-level versus individual-level customer orientation.  

 

The major objective of this study is to investigate the potential drivers and outcomes 

of individual – level customer orientation in the marketing context through a holistic model. 

The suggested model aims to find out answers to the following research questions: (1) Are 

the organizational factors including organizational culture and market orientation the 

drivers of individual customer orientation, (2) What types of job factors affect the individual 

customer orientation?, (3) What types of physiological and psychological individual factors 

affect individual customer orientation?, and (4) What are the performance outcomes of 

individual customer orientation? The proposed theoretical model consists of the four distinct 

parts based on these four research questions: (1) organizational drivers of customer 

orientation, (2) individual drivers of customer orientation, (3) customer orientation, and (4) 

individual performance outcomes. The drivers and outcomes of customer orientation include 

a number of organizational or individual factors.  

 

The suggested holistic model provides valuable insights and implications for company 

managers. The suggested links in this model provide prescriptive guidelines for top 

management to follow in increasing their employees‘ customer orientation (i.e., marketing / 

sales manager or staff). The following research avenues should be explored by future 

research to extend the current study. First, future research studies can integrate potential 

moderators of the market orientation-customer orientation relationship and the 

organizational culture-customer orientation relationship to the suggested model. For 

example, organizational structure variables including centralization and formalization within 
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the organization might significantly moderate these relationships. Second, future research 

studies can incorporate additional possible outcomes of individual customer orientation into 

the suggested model. For example, job tension, job turnover rate and customer retention rate 

can be taken into consideration as possible outcomes of individual customer orientation.   
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EXTENDED ABSTRACT 

 

Entrepreneurship, mainly SME‘s firms, plays an important role in a nation‘s 

economy, as suggested OAS countries (III Inter-American dialogue,2013). Some researchers 

have also demonstrated that the Total Entrepreneurial Activity (TEA) has significant impacts 

the national economy. But TEA has a negative effect for the relatively poor countries, while it 

has a positive effect for the relatively rich countries, and suggests that the cause of this is the 

amount of large companies, which is larger in developed countries than the rest. (Stel, et al. 

2005, Wong et al. 2005)  

 

The present research is oriented to understand, from a practitioner perspective, what are 

the differences between entrepreneurs‘ business models, marketing strategy and 

performance, in two countries with different economy (GDP) level, Mexico and the US. 

 

The theoretical framework of the research considers mainly on 3 previous business and 

marketing research findings, in addition to the entrepreneurship activity and economy 

research stream: 

1. Entrepreneurial marketing model (Rezvani and Morteza 2013), which is described as 

the interface between entrepreneurship and marketing that is composed of a proactive 

organizational focus on customer satisfaction through innovative and efficient value 

creation throughout the value chain (Miles and Darroch,2004) 

2. Technology entrepreneur business model production process, which is suggested to 

be what impacts the value delivered by the entrepreneur to a set of customers and its 

profit. (Muegge, 2012, and Johnson,2010) 

3. Entrepreneurs business training, which led to better business practices and increased 

revenues and profits (Karlan and Valdivia, 2011) 

 

In depth interviews of six technology entrepreneurs (practitioners) in Mexico and in the 

US, is the methodology research. Questionnaire as interview guide is built based on the 3 

researches constructs (Entrepreneurial marketing model, Technology entrepreneur business 

model production process and Entrepreneurs business training) complemented with a set of 

demographic and marketing strategy related questions. 
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The Table 1 includes only preliminary findings and suggests that entrepreneurs in Mexico 

are less proactive, Innovative (Intellectual Property generation) and value creation oriented 

than the entrepreneurs in the US. It is also suggested that this differences maybe due to 

formal training and experiences in business subjects, which also seems to influence the 

discipline in the process of business model creation. Although in both countries 

entrepreneurs have the intention to produce a business model, Mexican entrepreneurs al less 

structure. 

 

Table 1. Preliminary Research Results  

 

  Entrepreneur 

  Importance level (weight) 

Entrepreneurial Marketing 

Dimensions Mexico USA 

Proactiveness Low Medium 

Opportunity Focus Medium Medium 

Calculated Risk Taking Medium High 

Innovativeness High (but No IP generation) High 

Customer Intensity Medium Medium 

Resource Leveraging Medium High 

Value creation Low High 

Business Model Construction Process     

Years in business 15 10 

Level of structure of the business plan Medium High 

Intention to produce a business plan Low High 

Target areas of the business model to 

be strengthen 
Revenue model, marketing/sales 

strategy, resource allocation Innovation 

Business model Discovery Driven 

Activities 

The majority NO market research. If 

so, it is traditional way (off-line). 

Support by government programs 

Online 

surveys. 

Quick looks 

Level of formal education/experience 

in business subjects Medium High 
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EXTENDED ABSTRACT 

 

In 1997 (February), Journal of Marketing Research published a special issue titled 

―Issues and Opportunities in New Product Development‖ edited by Wind and Mahajan 

(1997). The primary purpose of the special issue was to understand the current state of New 

Product Development (NPD), identify gaps in the field and recommend opportunities for the 

future.  To the dismay of many, almost the entire issue of the journal was devoted to the 

scholarship of NPD (e.g., speed, quality, process, and scope of NPD).  While researching 

NPD is important, it is equally important that we develop appropriate pedagogy to teach 

NPD.  

 

Rao (1997) was the only article in the special issue that reviewed numerous sources 

(e.g., books, textbooks, journals, dissertations, and digital sources) for teaching NPD 

processes and recommended several opportunities for teachers and scholar of marketing. His 

primary recommendations included developing new courses in NPD, writing cases, 

monograms, and textbook those teach NPD. 

 

While many of his recommendations have become reality at some institutions and 

implemented by some faculty, it is also important to understand that many of his 

recommendations cannot be executed in universities across the country.  For example, not 

every university has the financial resources or the expertise to offer a complete course in 

NPD, not every curriculum (or degree plan) can include a course in NPD (when there are 

other courses deemed important), not every student wants to take or can take a NPD course, 

etc. 
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Given the above stated constraints and the importance of teaching NPD process to 

students (Rao, 1997), it is best that assignments (versus a course) be created to accomplish 

this goal.  Therefore, the purpose of this exercise is to teach students in a Principles of 

Marketing course NPD.  In fact, the assignment below goes beyond just teaching the student 

NPD, it also teaching the student additional functions and aspect of Marketing (e.g., 

marketing mix elements, promotion, branding, target marketing, positioning, NPD process, 

etc.).      

 

To encourage creativity, students are financially restricted (constrained) to use a 

maximum of $10.00/unit (they must provide a receipt) to make their ―new‖ product.  Any 

other items used (i.e., from the house) must be assessed a ―fair market‖ value.  The student is 

expected to bring the new product to class and demonstrate how it will work (the product 

must be workable and should not be a decorative item).  In addition, each student must 

prepare an advertisement that can help them promote the new product and communicate with 

the target market.  The assignment is graded on creativity, originality, presentation, how the 

student responds to questions, how many hits the advertisement received on YouTube (if 

student does the bonus), etc.  Peers will also grade the assignment and use a rank order 

―relative scale‖ (not absolute scale). 

  

Instructions: This assignment requires you to develop a new product (these could be 

minor improvements to existing products all the way to new to the world product).  You must 

make a presentation that addresses the issues listed below. You may use a max of 9 power 

point slides during presentation.  Your presentation should last for a maximum of 10 minutes 

with 5 minutes for showing the YouTube advertising (if applicable) and answering questions.  

Therefore, maximum time allocated is 15 minutes per student. 

1. Come up with a list of ideas that you may have thought about and/or generated (from 

the web, brainstorming, friends, personal experiences, etc.). 

2. Which of these ideas you generated (in step 1) did you screen out (eliminate from 

further consideration) immediately (provide some reasons)? 

3. Test the concept (ideas) with others (friends, relatives)?  What did people say? What 

did they like/dislike? 

4. Develop a prototype for the product.  A prototype is a workable product (people can 

touch, hold, etc.). Remember to bring the prototype to class. 

5. Develop a target market and positioning for your product.  Also, provide information 

on segmentation and the bases of segmentation used.  In addition, you need create a 

brand for your new product. 

6. Identify the marketing mix for your product.  Think about your pricing strategy (e.g., 

MSRP, method used for pricing, etc.), place/distribution strategy (retailers, direct, 

etc.), promotion strategy (advertisement), and product strategy (colors, features, 

etc.). 

7. Bonus: Develop an actual advertisement for your new product.  The advertisement 

must be 30-60 seconds long (suitable for prime time).  You need to post this 

advertisement on YouTube (this may require you to open a YouTube account to 
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upload the video).  To expedite the presentation in class, please send me an email 

with the name of your product and the URL (you can do this directly from YouTube). 
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EXTENDED ABSTRACT 

 

 ―The ―transformative view‖ of learning involves a person critically examining his or 

her prior interpretations and assumptions to form new meaning and understanding.  The aim 

of transformative learning is to effect change in a person‘s frame of reference (e.g., values, 

beliefs, attitudes) by moving it to be more inclusive (Mezirow, 1991;1997). For example, a 

cross-cultural experience can result in a person critically reflecting on his or her 

misperceptions and misinterpretations of this cultural interaction and as a result become 

more accepting of the foreign culture. Transformative learning experiences provide an 

avenue for individuals to develop a global mindset. 

 Most instructor of international marketing provides group assignments for students.  

Some make these student groups as heterogeneous as possible by include students from 

different countries to provide an opportunity for these students to make the learning 

experience more meaningful especially with regards to broadening their understanding of 

other cultures. But how often do students use this opportunity to broaden their global 

mindset?  Much less than expected if the instructor doesn‘t make it a priority and provide 

students some direction.  I learned it the hard way when one of my students during a focus 

group interview was honest enough to tell that when he do group work, his objective was to 

take care of the assignment as quickly as possible (e.g., a case presentations) without much 

regard to getting to know the other members in the group. Others in the focus group agreed.  

If instructors don‘t force, the students will not take the time to interact and socialize thereby 

losing the opportunity to broaden their multicultural mindset. 

Since then, I have created a group exercise when I discuss the chapters on culture. I 

ask each group to get together in any one fun activity of their choice. It could be attending a 

ball game together, meeting in someone‘s house (e.g., pot luck, ranch, enjoy a ball game), 

going out for dinner etc. but I leave the selection of the activity to them. The objective of the 

assignment is for each student to get to know more about others in the team and tie what they 

find to any typology, framework, or theory that they learned in the culture chapters. 

These assignments are some of the most enjoyable that I read.  It is very interesting to 

see how forcing this interaction make students go out of their comfort zone to get to know 

more about each other, and sometimes a person from a different culture. Often what they 

gather through this interactions make them realize how wrong some of their assumptions 
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about certain other cultures have been. It also provides a renewed interest, curiosity, and 

appreciation among students for differences that exist. The best is that it forces those who 

need these interactions the most (e.g., ethnocentric, introvert, lack certain social skills etc.) to 

broaden their mindset in their journey towards being global citizens.     

In the presentation, I will introduce Kolb‘s learning cycle (1984), that include the 

four stages: (1) experience, (2) observation and reflection, (3) development of new ideas, and 

(4) testing these new ideas in practice as well as Mezirow (1991; 1997) transformative 

learning theory. I will also share several meaningful interactions and learning experiences 

students have reported while participating in this exercise that fits Kolb‘s learning cycle and 

Mezirow‘s transformation theory. I will show how these multicultural interactions broaden 

the student mindset, essential for all marketing majors in their journey towards being global 

managers. 
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BRANDING AND BRAND MANAGEMENT 

 

CAN HUMAN BRAND EXTENSIONS TRANSFORM TO BRANDS? 

Ravi K. Jillapalli, Texas State University-San Marcos 
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EXTENDED ABSTRACT 

 

 

In recent years, branding of people has not only gained scientific interest but also 

legitimacy. Human brands refer ―to any well-known persona who is the subject of marketing 

communications efforts‖ (Thomson 2006). However, human brands research has been 

limited only to the context of celebrities such as sports, music and film personalities and 

politicians. But human branding need not be limited just to celebrities. Just as celebrities can 

be branded so too can certain professionals such as physicians, professors (Jillapalli and 

Wilcox, 2010), realtors, journalists, engineers, and scientists be branded and managed as 

brands (Rindova, Pollock, and Hayward 2006). Further, a major characteristic of brands is 

that they can be extended to new products and services. Similarly, human brands can also 

have brand extensions. That is, professional human brands may introduce new products 

under their existing brands. For example, physician human brands have successfully 

extended their brands through the use of Nurse Practitioners (NP) and Physician Assistants 

(PA).  However, over the years, nurse practitioners have cultivated their own brand because 

of certain favorable factors such as primary care physician shortages and positive consumer 

perceptions of nurse practitioners. In other words, nurse practitioners who are the brand 

extensions of the physician brand are emerging as brands in the minds of the consumers. Can 

human brand extensions become brands?  

 

Customer-based brand equity occurs when the consumer is familiar with the brand 

and holds some favorable, strong, and unique brand associations in memory (Keller 1993; 

Keller 2001). Thus, brand equity lies in the mind of patients and is the essence of what 

patients have learned, felt, seen and heard about the brand over time (Keller 2001). This is 

the focus of our research. This research is influenced by the following research question: Do 

certain nurse practitioners exhibit customer-based brand equity?  Nurse practitioner 

branding is grounded in the Keller‘s brand resonance model (Keller 1993; Keller 2001) to 

explicate the transference of the branding process to certain nurse practitioner brands. 

According to Keller (2001), the CBBE model consists of four steps, where each of the steps in 

the ―branding ladder‖ is contingent on the achievement of the previous step. The four steps 
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are (1) brand identity, (2) brand meaning, (3) brand responses, and (4) brand relationships. 

Accordingly, to create strong brands, Keller (2001) operationalizes a set of six ―brand 

building blocks‖ that make up the brand pyramid and are in sync with brand identity, brand 

meaning, brand responses, and brand relationships. The six ―brand-building blocks‖ are 

salience, performance, imaging, judgments, feelings, and resonance. In the context of strong 

nurse practitioner brands, salience relates to the nurse practitioner brand awareness and 

how easily patients can recall and recognize the nurse practitioner. Performance refers to the 

way the nurse practitioner brand meets the functional needs of the patients and satisfies the 

utilitarian, aesthetic, and economic needs of the patients. Brand imagery deals with the 

extrinsic properties of the nurse practitioner brand while brand judgments are the personal 

opinions of the patients and are based on the nurse practitioner brand performance and 

imagery associations. Patient‘s feelings are the emotional reactions of the patients 

engendered by the marketing or the promotions of nurse practitioner brand. Finally, brand 

resonance focuses on the nature and depth of the professional relationships patients have 

with the nurse practitioner brand. To this end, we intend to empirically test patients‘ feelings 

and attachments evoked by the nurse practitioner brands and the relationships (brand 

resonance) between patients and certain nurse practitioner brands. According to the 

Customer-based brand equity model, if certain nurse practitioners are to be considered as 

strong human brands, those nurse practitioners must demonstrate customer-based brand 

equity in the minds of patients. That is, patients‘ judgments and feelings of the brand must 

evoke positive reactions and the nature of the relationship between the patients and the nurse 

practitioner brand must be intense, active and loyal.  

 

The model conceptualizes and hypothesizes that certain nurse practitioner‘s 

reputation, competence, and service quality facilitates a patient‘s attachment to the nurse 

practitioner brand. Also, the model hypothesizes that a patient‘s attachments to the nurse 

practitioner influences the quality of the relationship as observed in the trust, commitment, 

and satisfaction within the relationship. Furthermore, the model hypothesizes that the depth 

of the relationship quality factors determines the patient-based brand equity. To the extent 

that the research propositions presented in this paper are supported through Structural 

Equation Modeling (SEM), the implications to both academia, and brand practitioners are 

meaningful. This research contributes to the body of brand literature by providing a 

theoretical framework for nurse practitioner brand equity. This research has implications to 

nurse practitioners by providing an understanding that nurse practitioners can become 

strong brands if they cultivate and harness their reputation, competence and service quality.  
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ABSTRACT 

 

This paper has been prepared to brief possible strategic effects of some strategic institutions 

like UN, OECD in corporate reputation via rules and policy-making. Business World has a 

new threat in last years via increased influence of change. Financial crisis showed people the 

weak face of companies. Some financials were not transparent, some managers were not 

responsible, some audits were not adequate. Some authors accused companies for not only 

neglecting but even planned malpractice. Companies need to show their contributions to the 

society more than anytime. Companies face a reputational threat more than any time in these 

years. Additionaly some important institutions like United Nations, OECD, stock exchange 

markets forced companies to do more for the society. There is both opportunity and threat. 

This paper will summarize possible strategic effects of the rules determined by UN, OECD 

etc. on corporate reputation.  

 

Keywords: Corporate reputation, corporate brand, strategic management, strategy, 

reputation management 

 

 

 

INTRODUCTION 

 

Turkish famous philosopher Rumi says ―either seem as you are or be as you seem‖ 

 

An old anonymous phrase in Turkish language tell that ―one eats, others see it, this is 

the source of the big disaster.‖ Despite economical crisis, big corporations take a big part 

from the wealth of the nation.  Another old anonymous phrase in Turkish language tell that 

―who works,  he win‖ and another one tells ―giver hand is superior, than the receiver hand‖ 

These phraises simply give a direction to us from deep history to gain wealth and to distribute 

it, to be reputable.  This is base of foundation establishment culture inTurkish culture also. 

Corporates explored first marketing and public relations and afterwards social responsibility 

to increase their reputation. Social responsibility projects are tools for improving corporate 

reputation to be the giving hand for the society.  

  

http://tureng.com/search/either%20seem%20as%20you%20are%20or%20be%20as%20you%20seem
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On the other hand the last global crisis proved that the social responsibility projects 

are not enough for protecting corporate reputation. There has to be a solid, trustable, real 

corporate beyond all marketing, public relations and social responsibility activities. With 

global crisis, the people understood that they need to see the realities of a company before 

trusting them especially in financial market.  Corporates has a strategic marketing need in 

financial market. Many companies look for investors to invest in their companies. They 

organize marketing activities for the investors. They prepare routine, standard reports on 

financial and operational strenght of the company and inform the investors to keep their 

investments in the company. There is a departmant for responsible in many big corporations 

named ―Investor Relations‖. This is a title which has a job description somehow similar  to 

public relations but requires financial market experienced professionals. Their work for 

reporting to the Board of Directors  to keep corporate reputation at high level with feeding the 

customers with fresh financial and operational information. This is an implementation for 

corporate reputation. 

 

The key strategic institutions which may affect the direction of the World like United 

Nations, OECD created some rules for protecting people from wrong or inadequate 

information. Big financial crisis which effected the World very deeply (Hull, 2009).  Some 

big corporations and even some countries has been bankrupted. Some branded conpanies 

need to even change their brands. Managers of some has been faced with court issues. Some 

lost their business lives or even lives. These all developments effected United Nations Global 

Compact is a document of rules to prevent similar wrong implementations of corporations. 

This is very related to public trust to the corporations and the markets. With implementing 

United Nation‘s Global Compact rules, companies hand is expected to be stronger in 

corporate reputation issues.  

 

LITERATURE REVIEW 

 

There are many developments in recent years which may have  global, strategic 

impacts.  They all effects companies towards the similar way but good way.  

 

United Nation’s Global Compact 

 

Global Compact 10 Principals are as follows:[UN, 2013] 

 

First Principle related to Human rights 

1. Businesses should support and respect the protection of internationally proclaimed 

human rights; and 

2. make sure that they are not complicit in human rights abuses. 

Third, Fourth, Fifth and Sixth Principles related to Labour 

3. Businesses should uphold the freedom of association and the effective recognition 

of the right to collective bargaining; 

4. the elimination of all forms of forced and compulsory labour; 

5. the effective abolition of child labour; and 
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6. the elimination of discrimination in respect of employment and occupation. 

Seventh, Eighth and Ninth Principles related to as Environment 

7. Businesses should support a precautionary approach to environmental challenges; 

8. undertake initiatives to promote greater environmental responsibility; and 

9. encourage the development and diffusion of environmentally friendly technologies. 

Tenth Principle related to Anti-corruption 

10. Businesses should work against corruption in all its forms, including extortion 

and bribery. 

 

These all 10 areas are sources for good reputation management and key controlling 

areas to prevent reputation risks.  

 

Corporate Governance Principles  

 

According to the compact information in wikipedia contemporary discussions of 

corporate governance tend to refer to principles raised in three documents released since 

1990: The Cadbury Report (UK, 1992), the Principles of Corporate Governance (OECD, 

1998 and 2004), the Sarbanes-Oxley Act of 2002 (US, 2002). The Cadbury and OECD 

reports present general principles around which businesses are expected to operate to assure 

proper governance. The Sarbanes-Oxley Act, informally referred to as Sarbox or Sox, is an 

attempt by the federal government in the United States to legislate several of the principles 

recommended in the Cadbury and OECD reports. 

 

 Rights and equitable treatment of shareholders: Organizations should respect the rights 

of shareholders and help shareholders to exercise those rights. They can help 

shareholders exercise their rights by openly and effectively communicating information 

and by encouraging shareholders to participate in general meetings. 

 Interests of other stakeholders: Organizations should recognize that they have legal, 

contractual, social, and market driven obligations to non-shareholder stakeholders, 

including employees, investors, creditors, suppliers, local communities, customers, and 

policy makers. 

 Role and responsibilities of the board: The board needs sufficient relevant skills and 

understanding to review and challenge management performance. It also needs 

adequate size and appropriate levels of independence and commitment. 

 Integrity and ethical behavior: Integrity should be a fundamental requirement in 

choosing corporate officers and board members. Organizations should develop a code 

of conduct for their directors and executives that promotes ethical and responsible 

decision making. 

 Disclosure and transparency: Organizations should clarify and make publicly known 

the roles and responsibilities of board and management to provide stakeholders with a 

level of accountability. They should also implement procedures to independently verify 

and safeguard the integrity of the company's financial reporting. Disclosure of material 

matters concerning the organization should be timely and balanced to ensure that all 

investors have access to clear, factual information. 

http://en.wikipedia.org/wiki/Cadbury_Report
http://en.wikipedia.org/wiki/Sarbanes-Oxley_Act
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 Corporate governance ratings (OECD, 2004) is a mechanism to rate the companies 

performance on good management. With all these developments good management 

turned to be responsibility of managers to all  shareholders including the society, 

government, small  and investors, employee etc. 

 

Principles of Capital Markets Board 

 

Principles of Capital Markets Board of Turkey are as follows: 

 

―4.4. Definitions of tasks and their distribution and performance related reward 

mechanisms and other issues that are vital to the productivity of the employees should be 

determined and disclosed by the executives to the employees. While determining 

compensation and other benefits, productivity and other factors that are deemed material 

should be prioritized. 

4.5. Working conditions of the company‘s personnel should be safe and secure and 

should be maintained and improved in time. 

4.6. The opinions of relevant trade unions regarding the rights of the employees and 

changes in the working conditions should be taken into careful consideration. 

4.7. Measures should be taken in order to prevent race, religion, language and sex 

discrimination among the employees and to protect the employees against any physical, 

spiritual and emotional mistreatments in the company.‖(SPK/CMB 2003) 

 

In developing countries with other words emerging markets, many laws and 

implementation of the rules are not matured and well practiced. This brings opportunities and 

threats to both well managed and poor managed companies. These countries has a tendence 

to be like developed countries. This is a result of development in nature. On the other hand 

developments in business culture of global rulers accelerate this process. United Nation‘s 

Global Compact is a powerful movement for better management of the companies. Stock 

Exchange Market demands implementation of good management principles which is another 

driving force to lead companies for better management. Corporate governance ratings 

(OECD, 2006)is a mechanism to rate the companies performance on good management. With 

all these developments good management turned to be responsibility of managers to all  

shareholders including the society, government, small  and investors, employee etc. Investing 

people creates a positive difference in all this picture  for  the countries who are willing to be 

worldwide players.  Big worldwide logistics companies has good implementations in 

investing people which is a very valuable effort to attract and keep valuable people to the 

organization. 

 

Sustainable Economy, Sustainability Market Demands and Branding, Sustainability 

Culture  

 

After years from Rio Summit, today many countries signed the Global Compact and 

there is a possible bias to green economy in the world.  
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Sustainability marketing is another raising issue as market demands. World became 

more concerned about climate change and resource shortages.  Customers understood much 

more the value of clean weather and healthy products. They are increasingly interested in 

sustainable products and services. Businesses are reshape their systems according to this 

interest with an ever-growing range of sustainable, green and renewable offerings.  

There are books written on sustainability marketing as a driving force to change the 

society. People are much more informed about sustainability. In the book which is winner of 

the VHB best Textbook Award 2010 of German Academic Association for Business 

Research, it is explained in detail that sustainability marketing is one of the very important 

topics in our time. 

The book named Sustainability Marketing: A Global Perspective provides a new 

sustainability-oriented vision of marketing for the twenty-first century. It has a consumer 

marketing focus with an emphasis on integrating sustainability principles into both marketing 

theory and the practical decision making of marketing managers. The book shows how the 

complexities of sustainability issues can be integrated into marketing decisions through a 

systematic step-by-step approach. The steps involve an analysis of socio-environmental 

priorities to complement conventional consumer research; an integration of social, ethical and 

environmental values into marketing strategy development; a new consumer-oriented 

sustainability marketing mix to replace the outmoded and producer-oriented ‗4 Ps‘; and 

finally an analysis of how marketing can go beyond responding to social change to contribute 

to a transformation to a more sustainable society. Without taking such steps, marketing will 

continue to drive global crises linked to climate change, poverty, food shortages, oil depletion 

and species extinction, instead of helping to tackle them. (Belz, Peattie, 2009) 

UN principles directed markets into green economy. The transition to a green 

economy, in turn, has the potential to create sustainable trade opportunities According to 

UNEP‘s working definition, a green economy is one that results in improved human well-

being and social equity, while significantly reducing environmental risks and ecological 

scarcities. This definition has been utilised to develop and test alternative investment 

scenarios using economic models and applied policy analysis in the GER. The GER found 

that allocating up to 2 per cent of global gross domestic product (GDP) (approximately US$ 

65 trillion in 2011) over the next 40 years to jump-start a green transformation of the global 

economy would generate as much growth and employment as a brown economy, and 

outperform the latter in the medium and long run, while yielding significantly more 

environmental and social benefits and reducing the risks of global climate change. The three 

main findings of the GER are as follows: The transition to a green economy not only 

generates increases in wealth, in particular a gain in ecological commons or natural capital, 

but also, over a period of six years, produces a higher rate of GDP growth. There is an 

inextricable link between poverty eradication and better maintenance and conservation of the 

ecological commons, arising from the benefit flows from natural capital that are received 

directly by the poor. The role of natural capital and especially ―living‖ natural capital (i.e. the 

planet‘s ecosystems and biodiversity) cannot be overstated in this context. In a transition to a 

green economy, new jobs are created that over time exceed the losses in brown economy 

http://www.google.com.tr/search?hl=tr&tbo=p&tbm=bks&q=inauthor:%22Frank-Martin+Belz%22
http://www.google.com.tr/search?hl=tr&tbo=p&tbm=bks&q=inauthor:%22Ken+Peattie%22
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employment. Achieving this net gain, however, requires investment in re-skilling and re-

educating the workforce. (UNEP 2013 ) This impact is expected to create much more 

potential customers in the world. Because poor has a very limited buying possibility which 

constraints the market size. People has much more awareness to green products and it is 

expected to be more for preferring green products and green sensitive companies. In this 

green world respectful companies to human are reputable also.  

Sustainability brought a global form of culture shared by different nationalities and 

socio-economic levels. The critical theme is Sustainable Culture to achieve sustainability 

world-wide. It is increasingly clear that with Culture of Sustainability moving to a new 

responsible cultural form will result with an evolution of human culture.
  

Sustainability is 

embedded to the organizational culture also. (Bertels, 2010) 

With all these culturel reshaping studies it is expected that green market demands will 

be higher and customer preference will be on green products. Some big brands turned their 

vision to green and started to aplly the Global Compact principles with approaching green 

business. List of companies signed the Global Contact may be found in UN web page.  

Additionally to these information sustainability concept is expected to create a bigger 

market in the world. Because the market is full of poor without a demand but in need for free 

aids. There is a market with full of rich people but in limited numbers. Sustainability culture 

is expected to create conscious customers but demand with average or modest level of 

income. This means a greater market for at least basic consumption products. 

Reputation Management 

 

Reputation is known as overall estimation of the character or quality of a person 

generally held by those who know him or her. 

Reputation management is the understanding or influencing of an individual's or 

business's reputation. It was known as a public relations, but advancement in computing, the 

internet and social media made it primarily an issue of search results. There are also different 

forms of reputation management, which are frequently used, such as responding to customer 

complaints, asking sites to take down incorrect information and using online feedback to 

influence product development (Harris, 2010) 

The Harris-Fombrun Reputation QuotientSM (RQ) was developed by Harris 

Interactive, Charles Fombrun and Cees van Riel. The questionnaire they use to measure 

reputation consists of 20 items divided into six ―pillars‖(Fombrun 2001): 

 

1. Emotional Appeal (Have a good feeling about the company. Admire and 

respect the company. Trust the company a great deal.) 

2. Products & Services (Stands behind its products and services. Develops 

innovative products and services. Offers high quality products and services. 

Offers products and services that are a good value for the money.) 

http://www.sustainability.org/about_this_site.html#practicalstuff_aboutthiswebsite
http://www.businessdictionary.com/definition/character.html
http://www.businessdictionary.com/definition/quality.html
http://www.businessdictionary.com/definition/person.html
http://www.businessdictionary.com/definition/held.html
http://en.wikipedia.org/wiki/Reputation
http://en.wikipedia.org/wiki/Public_relations
http://en.wikipedia.org/wiki/Search_engine_results_page
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3. Financial Performance (Has a strong record of profitability. Looks like a low 

risk investment. Looks like a company with strong prospects for future 

growth. Tends to out-perform its competitors.) 

4. Vision & Leadership (Has excellent leadership. Has a clear vision for its 

future. Recognizes and takes advantage of market opportunities.) 

5. Workplace Environment (Is well-managed. Looks like a good company to 

work for. Looks like a company that would have good employees.) 

6. Social Responsibility (Supports good causes. Is an environmentally 

responsible company. Maintains high standards in the way it treats people.) 

 

A comprehensive desk research done by  shows that existing reputation measurement 

tools are based on the following categories, which can be described as first- or second order 

formed attributes (Rossiter 2002): 

 

 Quality of employees 

 Quality of management 

 Financial performance 

 Quality of products and services 

 Market leadership 

 Customer orientation 

 Attractiveness 

 Social responsibility 

 Ethical Behavior 

 Reliability 

 

METHOD AND CONCEPTUAL DEVELOPMENT 

 

Method of this study is observation and analysis for more than 15 years in business 

life. This is an introductory study and expected to give an aspect for further and much more 

quantitative searchs.  The topics mentioned in literature review are independent but the aim 

of the researcher is to show the strategic direction of all this topics towards the same 

destination. 

Global compact, sustainability and green economy are contemporary topics of 

management. Impact area is wide. From human resources to finance, from supply chain to 

public relations UN Global compact effects a large area which are very related to the 

company reputation. These all topics raised in recent years parallel with each other. Beside 

the publications of OECD in 1998, 2004, Global Compact has been signed.  That means the 

change. Change in perceptions, expectations, behaviours, ratings and criterion. 

Importance of the reputation of the companies is known.   Social responsibility, ethical 

behavior, reliability, quality of Management (Rossiter, 2002) vision and leadership, 

workplace environment (Fombrun 2001)   
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These dimensions of reputation are related with the sustainability culture which is 

based on respect to all, UN Global compact in respect to human rights, labor rights, equality 

of people. Financial performance (Rossiter, 2002), ―Financial Performance (Has a strong 

record of profitability. Looks like a low risk investment. Looks like a company with strong 

prospects for future growth. Tends to out-perform its competitors.‖ (Fombrun 2001)  

dimensions of reputation is very related to   corporate governance as a part of the important 

topic ―Disclosure and transparency: Organizations should clarify and make publicly known 

the roles and responsibilities of board and management to provide stakeholders with a level 

of accountability. They should also implement procedures to independently verify and 

safeguard the integrity of the company's financial reporting. Disclosure of material matters 

concerning the organization should be timely and balanced to ensure that all investors have 

access to clear, factual information.‖ (UN,  2004)   

After a global analysis it is obvious that the regulations done by United Nations, 

Capital Market Boards,  OECD  about Corporate Governance, Global Compact, Sustainable 

Development force the corporations to be good which is a solid input for good reputation.  

Corporations will not work for reputation to seem good but to show that they are good 

indeed.  

There are examples but the names of the companies are confidential. As an example 

from business world, an international company need to dismiss a country director because of 

his lack of courtesy and aggressive behaviours agains the employees. These kind of 

behaviours were accepted possible but not reputable for the company image. Now this is 

against Global Compact and a reason for dismissal. This is a progress on reputation for a 

company for workplace amd management quality.  

Corporate governance ratings are a criterion, at least a source of information about the 

financial soliditiy of the companies. Corporate governance has similar dimensions with 

reputation management such as workplace environment, quality of management, ethical 

behaviours. 

Companies who produce their goods in Chine focusing on working conditions of the 

workers much more for keeping their sensitive and humanist customers and now obeying the 

rules of corporate governance and global compact also. 

LIMITATIONS OF THE STUDY 

 

This paper is only an introductory and  analysis study to create the linkages between 

some important topics launched and raised in recent years. Researcher hopes to make much 

more empirical studies after this introductory analysis paper.   

On the other hand all these independent topics are interest areas of the researcher and 

she took the advantage of her chance to see the development in Corporate Governance, 

Sustainable Development, Global Compact, Capital Markets Board Law and Reputation 

Management. 
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Another information from the business life is this: All these information  on Corporate 

Governance, Sustainable Development, Global Compact, Capital Markets Board Law are in 

management level not in employee level.  These topics can be useful for internal public 

relations and reputation management also.  

There may be other results about the details of the paper.  They may be reviewed in 

further studies. 

 

CONCLUSION 

 

Under the light of all these developments in economy, culture and market demands it 

is not difficult to estimate that the reputation of the companies who do not care human rights, 

environmental issues, reducing poverty, keeping the environment clean and healthy, behave 

employee well, avoiding bribe, responsible employment, transparency in finance etc. will be 

less reputable in the eye of public who are a part of the customers. 

On the other hand good implementations of Corporate Governance, Sustainable 

Development, Global Compact, Capital Markets Board Law are expected to affect Corporate  

Reputation in a positive way. 

It is recommended to Corporates to be a part of the developments in Corporate 

Governance, Sustainable Development, Global Compact, Capital Markets Board Law  to take 

the advantage of the rising reputability of these actual topics. There are many valuable input 

in the meaning of public relations, reputation management in all activities to be done for 

Corporate Governance, Sustainable Development, Global Compact, Capital Markets Board 

Law which can be used in marketing, branding and media relations.  

As a last word we can say that the developments and topics mentioned in this study 

such as Corporate Governance, Sustainable Development, Global Compact, Capital Markets 

Board Law  seem as a leverage to turn the corporations to the word of Turkish famous 

philosopher Rumi as ―either seem as you are or be as you seem.‖ 
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ABSTRACT 

  

The main purpose of this study is to investigate the influence of brand equity for purchasing 

intend. While most studies focused on consumer-based constructs, few researchers tested the 

effect of distribution intensity and after sales service on brand equity. This study advances a 

model that links distribution intensity and after sales services with brand equity, and 

empirically tests it on the home appliances industry in Turkey. For this purpose, a conceptual 

framework has been designed and relationships among its constructs have been hypothesized. 

Data has been collected from 350 customers with face to face interviews by using a 

structured questionnaire.  

 

 

 

INTRODUCTION 

 

The most important assets of any business are intangible: its company name, brand, 

symbols, and slogans, and their underlying associations, perceived quality, brand awareness, 

customer base, and proprietary resources such as patents, trademarks, services and channel 

relationships. These assets, which comprise brand equity, are a primary source of competitive 

advantage and future earnings on branding. Brand equity, which can be discussed from the 

perspective of the investor, the manufacturer, the retailer, or the consumer, is the center of 

brand evaluation. Clearly, brand names add value to each of these groups.  

 

A basic promise of brand equity is that the power of a brand lies in the minds of 

consumers and what they have experienced and learned about the brand over time. Brand 

equity can be thought of as the "added value" endowed to a product in the thoughts, words, 

and actions of consumers. There are many different ways that this added value can be created 

for a brand. Brand equity has strategic role and importance in gaining competitive advantage and 

corporations strategic management decisions. 
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This study advances a model that links distribution intensity, after sales service, price 

promotion, advertising activities and country of origin with brand awareness, perceived 

quality and loyalty, and empirically tests it on the white goods industry in Turkey.  

 

A number of different reasons are to be focused on this industry. Because home 

appliances are considered as sustainable goods, consumer should pay a relative high price and 

consumer wants to use for several years, brand equities are highly important for purchasing 

intention of customer.  Thus, he/she tries to evaluate the options carefully to achieve the highest 

ideality.  

 

LITERATURE REVIEW 

 

The concept of brand equity was first introduced in marketing literature in the 1980‘s. 

Over the last 30 years, the concept of BE has been widely discussed. Especially during the 

90‘s this topic received significant attention from marketing practice (e.g.Many researchers 

identify brand equity as the most important asset of a company (e.g. Farquhar, 1989, Aaker 

and Keller, 1990; Aaker, 1991; Keller and Aaker, 1992; Aaker and Biel, 1993; Keller, 1993; 

Aaker, 1996; Agarwal and Rao, 1996; Kapferer, 1998; Keller, 1998). Brand equity has been 

extensively studied and there is evidence that it can influence consumer recognition and 

purchase intention (Aaker, 1991; Cobb-Walgren et al., 1995; Lassar, Mittal and Sharma, 

1995). More specifically, the elements of brand equity (e.g. brand awareness, brand 

association, brand loyalty, perceived quality) have also been studied in relation to consumers' 

purchase behavior (Aaker, Stayrnan, & Hagerty, 1986). The interest in brand equity is still 

active (e.g. Yoo et al., 2000; van Osselaer and Alba, 2000; Dillon et al., 2001; Keller, 2001; 

Yoo and Donthu, 2001; Moore et al., 2002, Tran, Q. & Cox, C. (2009). Bridson, K., & 

Mavondo, F. (2011), Sanyal N.S.,Datta S.K, (2011), Shirin K, Kambiz H.H (2011)).  

 

There are many classifications and dimensions proposed in the analysis of brand equity. 

Aaker (1991) conceptualized that brand equity consists of five main categories; brand 

awareness, brand associations, perceived quality, brand loyalty and other proprietary assets. 

Keller (1993) posited that customer-based brand equity could be measured through: brand 

knowledge, familiarity and consumers‘ response based on their perception, preferences and 

behavior towards the brand. Schocker and Weitz (1988) establish brand equity in function of 

loyalty and image. Vazquez at al (2002) indicate the importance of stored associations 

expressing both functional and symbolic utilities, etc. Yoo and Donthu (2001) referred to 

consumer-based brand equity as ―cognitive and behavioral brand equity at the individual 

consumer level‖ which can be described and measured by four dimensions of brand: 

perceived quality, brand loyalty, brand awareness, and brand association. One important 

consensus among the definitions is that brand equity is the incremental value of a product due 

to the brand name (Srivastava and Shocker1991).  

 

While most brand equity studies focused on consumer-based constructs, few studies 

attempted to test the impact of distribution and after sales service intensity on brand equity. 

Empirical studies concluded that ―distribution is one of the most potent marketing 
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contributors to sales and market share‖ (Hanssens et al., 2001; Bucklin et al., 2008). Bucklin 

et al. (2008) introduced a model that relates distribution intensity to buyer choice among 

competing consumer durables.  

 

Brand equity creates value for customer by making sure in purchase intention.  

Purchase intention is a kind of decision in which studied why a customer purchases a brand in 

particular. Constructs like considering something purchasing a brand and anticipating to 

purchase a brand aids to scope the intentions of purchasing (Porter, 1974). Agarwal and Rao 

(1996) consider overall quality and choice intention as the main dimensions of brand equity. 

Purchase intention can measure the possibility of a consumer to buy a product, and the higher 

the purchase intention is, the higher a consumer‘s willingness is to buy a product (Dodds, et 

al., 1991; Schiffman & Kanuk, 2000). Purchase intention is positively inclined by some 

independent variables i.e. brand awareness, perceived quality, product attributes and brand 

loyalty. 

 

 

CONCEPTUAL FRAMEWORK AND RESEARCH HYPOTHESES 

 

Existing literature postulates a number of directional relationships among marketing-

mix instruments, the drivers of Brand Equity and Brand Equity itself. These relational paths 

comprise the conceptual model which is shown in Figure-1. Three dimensions of brand 

equity are both directly and indirectly through consumer purchase intention. These are 

―Brand awareness with association, perceived quality and brand loyalty.  
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Figure 1 – Research Conceptual Model 

 

Marketing efforts (brand-level) efforts include distribution intensity, after-sales service, 

advertising expenditure, price aggressiveness and country of origin. They are structured in a 

hierarchy: brand awareness with associations affects perceived quality and brand loyalty; 

perceived quality affects brand loyalty. The purpose of this study is assessing the relationship 

between constructs of this model in formation of brand equity within the context of white 

goods products. 

 

The above structural model has been defined on the basis of theoretical and empirical 

findings and the exploratory factor analysis of data collected in a survey (the survey will be 

presented in more details in the following chapters). Based on the illustrated structural model, 

the following hypotheses on the relationships between marketing mix elements and brand 

equity dimensions can be defined: 
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Brand Awareness/Brand Association  

 

Brand awareness is defined as critical dimension of brand equity when customers 

choose brand for the first time. It is defined as ―the ability of a potential buyer to recognize or 

recall that a brand is a member of a certain product of category‖ (Aaker, 1991). If a customer 

recognizes a certain brand name or can recall it, the brand will have a higher chance of being 

selected than an unknown brand (Tam, 2008).  Brand association is defined ―as anything 

linked to the memory of a brand‖ a set of (brand) associations, usually in some meaningful 

way. A set of associations, usually organized in some meaningful way, forms a brand image. 

Brand associations create value for the firm and its customers by helping to process/retrieve 

information, differentiate the brand create positive attitudes or feelings, provide a reason to 

buy, and provide a basis for extensions (Aaker, 1991).  

 

H6: There is a relationship between brand awareness/associations and brand equity 

 

Perceived Quality 

 

Perceived quality is the consumer‘s judgment about a product‘s overall excellence or 

superiority. It is not real quality of the product but the customer‘s perception of the overall 

quality or superiority of the product with respect to its intended purpose, relative to 

alternatives (Zeithaml, 1988). The best way for a brand to increase perceived quality is to 

invest in improving its real objective quality moreover the firm has to communicate the 

quality of its brands through quality signals in its marketing actions. Thus, consumers 

perceive brand quality through their direct experiences with the brand and the information 

obtained in the environmental factors (Yoo et al 2000).  

 

H7: There is a relationship between perceived quality and brand equity. 

 

Brand Loyalty 

 

Brand Loyalty is most important dimension of brand equity. Brand loyalty refers to a 

consumer's commitment to repurchase or otherwise continue using a particular brand by 

repeatedly buying a product or service. From behavioral perspective, it is defined as the 

degree to which a buying unit such as a household concentrates its purchases over time on a 

particular brand within a product category (Schoell and Guiltinan 1990). Several 

conceptualizations of loyalty have been described in the literature (Gounaris and 

Stathakopoulos 2004). Generally, the main components of customer loyalty are considered to 

be repurchase, recommendation and supplementary purchases (Mittal, Kumar, and Tsiros 

1999).  

 

H8: There is a relationship between brand loyalty and brand equity. 

 

Brand Equity (BE) and Purchase Intention (PI) Dimensions 

 

https://www.boundless.com/marketing/definition/service/
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H9: There is a relationship between brand equity and purchase intention. 

 

Distribution Intensity (DI) 

 

Higher distribution intensity will lead to a higher presence of the product in the market. 

Expansion of distribution channels, can increase brand awareness among the potential 

customers, in other words, intensity distribution can help to develop and recognition of brand. 

Distribution is intensive when products are placed in a large number of stores to cover the 

market. To enhance a product‘s image and get substantial retailer support, firms tend to 

distribute exclusively or selectively rather than intensively. It has also been argued that 

certain types of distribution fit certain types of products. Consumers will be more satisfied, 

however, when a product is available in a greater number of stores because they will be 

offered the product where and when they want it (Ferris, Oliver, and de Kluyver 1989; Smith 

1992). Intensive distribution reduces the time consumers must spend searching the stores and 

traveling to and from the stores, provides convenience in purchasing, and makes it easier to 

get services related to the product. Especially in the case of home appliances, a closer 

distance to the dealer is an important aspect. Therefore, a high intensity in distribution and 

after sales service results in an increased perceived value (and consequently, brand equity), 

which results mostly from the reduction of the sacrifices the consumer must make to purchase 

and maintain the automobile (Yoo et al. 2000). Hence the following hypotheses of the 

relationship between distribution intensity and brand equity can be formulated as below. 

 

H1a: DI has a significant positive effect on BA 

H1b: DI has a significant positive effect on PQ 

H1c: DI has a significant positive effect on BL 

 

After-Sales Service (ASS) 

 

One of the most important factors, which are considered it today, is after-sales service 

of corporation brand. This factor cause to reciprocate the defect of qualitative control of 

product. This factor is more important in setting of durable products (Amini, 2010, p.180). 

Research shows that satisfaction with support service has a positive effect on brand loyalty 

and prepare corporate image. Excellent support service is expected to be a memorable 

characteristic of a brand, leading to the creation of favorable brand associations and corporate 

image (Kim & Hyun, 2011, p.430). Hence the following hypothesis of the relationship 

between after-sales service and brand equity can be formulated as below. 

 

H2a:ASS has a significant positive effect on BA 

H2b: ASS has a significant positive effect on PQ 

H2c:ASS has a significant positive effect on BL 

 

Advertising (AD):  
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Advertising is another obvious variable that one would assume to have a relationship 

with brand equity. It is seen as one of the most important means of establishing brand 

awareness and educating consumers on the different attributes or dimensions of a brand. 

Aaker (1991) frequently indicated that advertising was important to the building of consumer 

perceptions in the five dimensions of brand loyalty, name awareness, perceived quality, brand 

associations, and other proprietary brands assets. In consumer marketing, the positive effects 

of advertising on the dimensions of brand equity have been fully substantiated (Kim & Hyun, 

2011, p.430). Research shows that sales representative is a major source of information for 

increasing buyers‘ awareness and promotion has a positive influence on corporate image and 

brand loyalty as well as perceived service quality (Kim & Hyun, 2011, p.430). Simon and 

Sullivan (1993) find a positive effect of advertising spending on brand equity. A greater 

amount of advertising is related positively to brand awareness and associations, which leads 

to higher brand equity. Therefore, also following hypotheses are posited. 

 

H3a: AD have a significant positive effect on BA 

H3b: AD have a significant positive effect on PQ  

H3c: AD have a significant positive effect on BL 

 

Price Campaign (PC):  

 

High-priced brands are often perceived to be of higher quality priced brands (Blattberg 

and Winniewski 1989; Dodds, Monroe, and Grewal 1991; Kamakura and Russell 1993; 

Milgrom and Roberts 1986; Olson 1977). Therefore, price is positively related to perceived 

quality and less vulnerable to competitive price cuts than low. Price promotion has increased 

in popularity during the past decades. The positive short-term impact of price promotions on 

sales-levels is well documented (Blattberg and Neslin 1990, Raghubir and Corfman 1999). 

Raghubir and Corfman (1999) find that price promotions have a negative effect on brand 

evaluations in conditions in which the promotion is used as an information cue for brand 

quality. Sales promotions increase sales in short-term but may convey a low quality brand 

image in the long-run (Aaker 1991). On the other hand, increased price promotions should 

result in a higher awareness of a brand. The results of Lam et al. (2001) suggest that price 

promotions have a positive effect on store entry and the likelihood that a consumer will make 

a purchase. Based on this, then, the following hypotheses are formulated as below.  

 

H4a: PC have a significant negative effect on BA 

H4b: PC have a significant negative effect on PQ 

H4c: PC have a significant negative effect on BL 

 

The Country of Origin (COO): 

 

The country of origin of a product is an important marketing element known to 

influence consumer perceptions as well as behavior. Aaker (1991) and Keller (1993) argued 

that country-of-origin generates secondary associations for a brand. How country of origin 

information influences brand equity is also valuable to marketing practitioners. Extent 
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research suggests linkages between certain consumers based brand equity dimensions and 

country of origin. Ravi and Papu (2007) believed that certain portions of the brand image 

originate from its country of origin particularly when brands from one country are made 

available to consumers in other countries. Sanyal and Datta (2011) analyzed the relationship 

of country of origin image with the components of brand equity. It has ben found that both 

brand strength and brand awareness lead to a strong formation of country of origin image.. 

Therefore, also following hypotheses are posited. 

  

H5a: The country of origin has a positive influence on BA 

H5b: The country of origin has a positive influence on PQ  

H5c: The country of origin has a positive influence on BL 

 

METHODOLOGY 

 

The conceptual framework of this research includes independent variables (distribution 

intensity, after-sales services, advertising expenses and country of origin) and dependent 

variables (brand equity and its dimensions –brand awareness, perceived quality, and brand 

loyalty). Survey comprises two levels of analysis: the consumer-level and the brand-level. All 

measures are adapted from the literature. 

 

There are two major aims of this research: l) to measure the relationship between brand 

level parameters and consumer level parameters which vary along the selected criteria equity 

of brands and 2) to investigate the impact of brand equity on brand preferences and purchase 

intentions. For comparative purposes, ten brands in household sector in Turkey (white goods) 

were selected, currently representing a market share of 97 % in Turkey. Brands were Arçelik, 

Beko, Vestel, Bosch, Siemens, Profilo, Ariston, Indesit, AEG, Electrolux with four product 

categories (refrigeration, washing machines, dishwasher and cooker).  

 

The study has focused on not only exclusive brand on sector (both domestic and 

foreign) but also brands which has a very low brand awareness such as Ariston and Indesit, 

because to analyze differentiation of the level of the brand equity. Most importantly, brands, 

which are highly similar on physical attributes, were included, but which vary significantly in 

the level of advertising, distributing, pricing etc.  

 

Sample and Data Collection 

 

The starting point for this analysis was to identify a survey research measure, which 

reflected the potential choice decisions of each consumer to the brand. There were two main 

researches.  These were focus group discussion and questionnaire survey. All variables, 

which have been measured on model, were developed from focus discussion group. Also, 

focus group study allowed estimating result of model hypothesis for each of the ten brands in 

the questionnaire survey. All hypotheses have been tested using SPSS software. The data 
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were analyzed by using exploratory factor analysis, correlation analysis, and multiple 

regression analysis.  

 

On the first level (customer-level), all items are measured with highly structured 

questionnaire on 5-point Likert-type scales, with anchors of ―1 = strongly agree‖ and ―5 = 

strongly disagree. The survey was conducted in İstanbul, the questionnaire was pre-tested on 

the sample of 10 respondents before the final data gathering. This was made in order to 

identify possible problems with the questionnaire. The questionnaire in this study has been 

distributed to 350 respondents. 322 respondents have returned the completed questionnaire, 

which made up 92% of overall responses. 

 

Empirical research has demonstrated the effect of brand equity variables (awareness, 

associations, perceived quality and loyalty) on overall brand equity. Findings confirm that the 

brand equity variable effect customer purchasing intention also.  

 

Reliability and Correlation Analysis  

 

To test the reliability of the set of items forming the scale a measure of construct 

reliability (Cronbach‘s alpha) was computed. The alpha values of 0.70 or greater represent 

the satisfactory reliability for all constructs (dimension). The results show that alpha 

coefficients were found to be ranging from 0.786 to 0.912 for all of the brand equity 

constructs individually. It indicates that the design of the questionnaire has a high internal 

consistence.  

 

Table 1. Reliability of study measure (coefficient alpha) 

 

 

Coefficient 

Alpha Value 

Distribution Intensity  0,781 
After-Sales Service 0,795 
Advertising 0,872 
Pricing Strategy 0,891 
The Country of Origin 0,753 
Perceived Quality 0,758 
Brand Awerenes with association 0,878 
Brand Loyalty 0,912 
Overall Bran Equity 0,749 

 

In order to understand relationships among all the brand equity dimensions, the 

Pearson‘s correlation technique was performed in the study. Numerical values of the 

correlation coefficients reflect the degree of association between each of the brand equity 

dimensions (Table 2).  

 

Table 2: Summary of Hypotheses Testing Results 
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Hypothesis 
Level of 

Significance 

Correlation 

Coefficient 

H1a 

Brand 

awareness 

with 

associations 

Distribution Intensity  .000 0,521 

H2a After-Sales Service .000 0,435 

H3a Advertising .000 0,463 

H4a Pricing Strategy .000 0,424 

H5a Country of Origin .000 0,316 

H1b 

Perceived 

quality 

Distribution Intensity  .000 0,327 

H2b After-Sales Service .000 0,634 

H3b Advertising .000 0,278 

H4b Pricing Strategy .000 0,406 

H5b Country of Origin .000 0,361 

H1c 

Brand 

loyalty 

Distribution Intensity  .000 0,583 

H2c After-Sales Service .000 0,587 

H3c Advertising .000 0,268 

H4c Pricing Strategy .000 0,468 

H5c Country of Origin .000 0,302 

H6 
Brand 

Equity 

Brand awareness with associations .000 0,689 

H7 Perceived quality .000 0,637 

H8 Brand loyalty .000 0,743 

H9 
Purchase 

Intention. 
Brand Equity .000 0,621 

* Correlation is significant at the level 0.01 level (2 tailed). 
  

 

The results show that brand awareness is positively correlated with the five dimensions 

of marketing efforts. From the table, correlation results show that there is a strong, positive 

correlation between brand awareness and distribution intensity (0.521) at 1% significance 

level. The correlation coefficients showed that DI is the most influential dimension on brand 

awareness with associations, followed by AD and ASS. Also, brand awareness with associations 

play significant role in brand equity. A strong, significant and positive correlation between 

perceived quality and ASS (0.634) at 1% significance level was found. PC and COO 

positively influence perceived quality (PQ) in the next. Although AD influences perceived quality 

but this effect is relatively less than dimensions that are surveyed. There are positive impacts 

between all five dimension of marketing efforts and brand loyalty as test results. Correlation 

between BL and ASS (0.587) is significant and positive. Correlation is also strong, significant 

and positive (0.583) at 1% significance level for BL and DI. The relationships of the overall 

value of brand equity with the three dimensions of brand equity are all positive and significant. 

Brand awareness with associations, perceived quality and brand loyality have significant positive 

impact on the overall value of brand equity. Brand loyalty has the highest relationship with BE 

towards the white goods brands. BA and PQ positively influence BE (0.689 and 0.637 

respectively). The resulting correlation confirmed that BE is positively correlated to purchase 

intention. The findings of this study support most previous literature.  

 

 

CONCLUSION 
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In conclusion, it can be said that the brand must offer a unique proposition to 

consumers. In the durable goods market in Turkey, many brands have little functional 

product differentiation, but successful brands manage to develop a distinctive product 

positioning. This study demonstrated that brand equity increases both consumer preferences 

in white goods brands. The sources of brand equity help managers understand and focus on 

what drives their brand equity; the outcomes of brand equity help managers understand 

exactly how and where brands add value. While the various relationships have been shown 

by previous research in independent attempts, this may be the first study to demonstrate all of 

these relationships together in a brand equity framework. Future studies should examine more 

closely the antecedents of brand equity, particularly the role that merchandising plays in 

adding value to the brand. This study could be implemented in other societies with different 

cultures. Also, future studies should examine relationship between in terms of financial value 

and customer in terms of perceptional value.    

 

. 
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EXTENDED ABSTRACT 

 

Conventional marketing wisdom long held that dissatisfied customers would tell ten 

other People of their displeasure.  ―In the new age of social media, he or she has the tools to 

tell ten million‖ (Gillin, 2009).  A misstep by an organization can be quickly communicated 

in a blog or product review page allowing hundreds, thousands or even millions of people to 

learn of the error at lightning speed.  A disgruntled consumer‘s ire may plague a company 

with acidic reviews and comments that will affect sales and the bottom-line for many years or 

completely change a brands position in the minds of consumers.  

 

The imperative is for organizations to: 

1. Understand the needs to find their current and potential customers on social media, 

2. Recognize where they can learn from and about their customers, 

3. Analyze customer comments and suggestions for value and change, 

4. Intervene with a remedy or change when warranted,  

5. Understand consumers reasoning and motivation behind their response.  

 

Although many firms have some social media connection, less than 20% of the 

organizations say the tools are relevant to their business functioning (HBR Analytic Services 

2010).  It is now becoming even more important for organizations to keep one or more 

fingers (so to speak) on the pulse of their customers to understand what is going on in the 

marketplace and in the minds of those consumers. 

 

In the past several years the use of social media by organizations is greatly 

proliferated as evidenced by social media spending and consumer activity. In the UK alone 

spending on social media by organizations is up by 383% (Writer 2013). A recent study by 
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Harvard Business Review Analytic Services (2010) indicates that almost 2/3 of the 2100 

companies participating in this particular survey indicated that they either currently used 

social media or had plans to use it in the future.  

 

What is driving the frenzy is an increase in the number of people spending more time 

on social media as evidenced by an AC Nielsen study that indicated Americans are spending 

about 36% of their online time with social media such as Facebook, instant messaging and 

personal email (Nielsen wire 2010). This is a 43% increase over 2009 and is emblematic of 

the rapidity at which people have gravitated to social media as a means of communication, 

review searches and product evaluation. An interesting study by Naeger (2013) found that 

94% of businesses having a marketing department were using social media which included 

Facebook, Google + and Twitter, thus tapping into over 1 billion users to communicate with 

brand users and increase awareness. 

It is expected that the greatest amount of growth will occur in software that enlightens 

organizations on customer sentiment. Almost half of the organizations surveyed indicated 

they had no idea where their customers talked about and reviewed or discussed their 

product(s). The real battle for an organization is to determine where on the web customers 

are talking about the company brand, various products and/or services. Only 30% of the 

companies surveyed by Harvard analytics had any idea where to view what people were 

saying about their brand or product (HBR Analytic Services 2010). Many organizations are 

able to purchase software that helps them find, analyze and evaluate consumer‘s 

communications about their brand or products. 

Social media is expanding at an exponential rate from the marketing and PR 

departments to the mainstream business, a movement to integrate social media across the 

organization and make it part of the culture is underway (Solis, et. al 2013). For years, 

organizations have wanted to better understand their consumers, what they have been saying 

about the company, brand and products and generally how consumers view the company. 

Social media is an avenue for consumers to express their true feelings without fear of 

recourse of any kind. That makes the information extremely valuable to organizations and 

marketing departments where adjustments to the marketing mix can be revised to better 

fulfilling the needs of the target market. 
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ABSTRACT 

 

Based on previous studies, Electronic Word of Mouth (eWOM) is an effective and influential 

method of communication. Consumers like to utilize eWOM, and, perhaps more importantly, 

trust it as a means of communication. However, not all consumers have the same 

expectations for this type of communication, nor do they have the same motivations for 

utilizing it. This study focuses on the impact cultural and gender differences in the United 

States and China have to how and why people use eWOM. Implications are drawn from the 

results and applied to managerial issues. 

 

 

 

INTRODUCTION 

 

Technology has greatly changed how we live. Our daily behaviors are largely driven by 

the technology we have available, and consumer behavior is no exception to this. Consumers 

have more information available to them now than ever before and they access and utilize 

this information in increasingly different mediums and with different motivations.  

 

Traditional Word of Mouth 

 

Traditional word-of-mouth (WOM), defined as an oral form of interpersonal, non-

commercial communication among acquaintances (Arndt, 1967), plays an important role in 

forming consumers‘ buying decisions (ChannelAdvisor, 2010). Word-of-mouth is most often 

disseminated through consumer promotions, either in person or over the telephone (Ahrens, 

2013).  Studies reveal that word-of-mouth is the most influential means of communication to 

consumers (Bickart, 2001; Trusov, 2009; Smith, 2005), because of the reliable information 

(Gruen, 2006) and the great persuasiveness of another consumer‘s opinion (Godes, 2004; 

Chatterjee, 2001). 
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     Several studies focus on the motives behind WOM behavior. One of the earliest and most 

prominent studies presented Dichter‘s framework of motivation. Dichter (1966) proposed that 

four basic categories of WOM communication motivation exist: product-involvement, self-

involvement, message-involvement and other involvement. Engel, Blackwell, and Miniard 

(1993) built on Ditcher‘s four motivational categories through the introduction of 

―dissonance reduction‖ into the existing framework. Sundaram et al. (1998) then subdivided 

the categories presented by Ditcher based on the identification of eight total motives for 

WOM communication. Four of these eight motives of WOM (altruism, product involvement, 

self-enhancement, and helping the company) are identified as positive WOM communication, 

while the other four (altruism, anxiety reduction, vengeance and advice seeking) are negative 

WOM communication (Henning-Thurau, 2004). (Alturism can be positive or negative 

depending on how it impacts the individual.) Some research indicates that negative reviews 

can have stronger effects than positive reviews. The basic framework for the future study of 

WOM motives is founded on these important findings.  

 

Electronic Word of Mouth (eWOM) 

 

     The Internet provides multiple ways for people to study, entertain, and communicate with 

people throughout the world. Over the past decade, reliance on the Internet has grown and, 

therefore, various new technologies were invented to meet the increasing demand for 

continuous and fast Internet access. Today, people with Internet access are free to explore the 

world at little cost from the comfort of their home. Web 2.0 tools, including online discussion 

forums (e.g. tianya.com), customer review sites (e.g.yelp.com), blogs, social network sites 

(e.g. facebook.com) and news groups, provide new and vast platforms for consumers to 

express opinions and information at anytime and from anywhere (Gupta, 2005). This 

newfound ability to convey opinions across large networks has had a great affect on 

consumer behavior.  

      

eWOM became a popular topic due to this shift in consumer behavior. Many researchers 

and marketers set out to understand more about the motives of consumers using eWOM. 

Research predicts that by 2014, over 50% of total retail sales will be influenced by 

information that consumers find on the Internet.  And, it is estimated that approximately 80% 

of consumers will take reviews from blogs or another type of online platform into 

consideration before they make a purchase decision (Cheung and Lee, 2012). Many 

consumers draw upon Internet resources for information. A conversation about products and 

services no longer includes only the customer and company marketers, it now includes other 

parties, such as experts and friends, from all over the world (Kirkpatrick, 2012). Many 

Internet users trust online reviews more than traditional sales tactics such as: TV ads, 

personal selling, radio, etc. This represents an opportunity for eWOM to begin reaching 

consumers globally in a way not previous possible with traditional WOM (Cheung & Lee, 

2012). 

  

eWOM communication contains multi-way exchanges of information in asynchronous 

mode (Henning-Thurau, Gwinner, Walsh, Grumlerm, 2004). For information seekers, the 
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source of information is no longer limited to a small set of people who traditionally have 

similar experiences and backgrounds, but instead the information pool consists of opinions 

and reviews from a wide variety of people, with both direct and indirect as well as positive 

and negative experiences with a given product or service (Cheung & Lee, 2012). 

 

LITERATURE REVIEW 

 

     Research has examined how consumers process the information provided in product 

reviews. Variables, such as involvement and product category, can alter how the information 

is processed. (Harris et al., 2008; Park et al., 2008). Lung-Yu Chang et al. summarized the 

four factors (message trustworthiness, sender expertise, receiver search extent, and senders 

own experience) and demonstrated a causal relationship between eWOM and its impact on 

consumer‘s behavior. 

        

Firms seek to understand how online reputations are formed and what motivates 

consumers to leave comments, both positive and negative, on Internet forums (Heyes, 2012). 

Perhaps most imporant to understanding consumer behavior, is discovering whether or not 

customers tend to believe negative or positive comments. Some previous studies indicate that 

negative information is weighed more heavily than positive information by consumers when 

making a purchasing decision. Heyes and Kapur (2012) explained that a consumer may 

choose to post negative eWOM when that consumer and the providing company have a 

disagreement that escalates to the point where the consumer wants others to know of the 

negative experience. When this type of argument occurs, consumers will likely share the 

experience through one of the previously discussed online platforms.  

 

Motivation Framework of eWOM 

 

     Researchers have explained eWOM from various disciplines, including: psychology, 

sociology, economics and political science (Cheung & Lee, 2012).  

       

Balasubramanian and Mahajan (2001) developed a novel conceptual framework about 

the economic leverage of virtual communities through a combination of economic and social 

activity. In this study, the authors introduced three types of utilities that motivate people to 

leave their opinions online: the focus-related utility (e.g., comes from adding value to the 

community), consumption utility (e.g., comes from individual‘s consumption of contributions 

from others), and approval utility (e.g., comes from the approval from others) (T. Henning-

Thurau et al., 2004).  

  

Henning Thurau et al. (2004) updated Balasubramanian and Mahajan‘s theory, by adding 

two new utilities to the framework: the moderator-related utility (e.g., comes ―when a third 

party makes the complaint act easier for the community member‖) and the homeostase utility 

(e.g., comes when people pursue a balanced life). The authors categorized the motivations of 

eWOM communication providers into four segments: desire for social interaction, desire for 
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economic incentives, their concern for other consumers, and the potential to enhance their 

own self-worth (Cheung & Lee, 2012).  

      

Sung Mi Han (2008) introduced four motivations for eWOM: social interaction 

benefits/self enhancement, helping the company (or brand), vengeance upon the company, 

concern for others, and economic incentive. Furthermore, the cultural differences between the 

United States and South Korea affected the motivation of eWOM, as South Korean 

consumers show greater concern for others and less desire to gain vengeance upon the 

company.  

  

Cheung and Lee (2012) enriched the research by introducing the concept of the public 

good (i.e., collectivism, egoism, altruism, and principalism) and  knowledge self-efficacy. 

These authors administered a questionnaire to users of one of the most popular customer 

review sites in Hong Kong. The results of the survey indicated that consumers were 

motivated to spend time on this eWOM platform for three reasons: reputation-orientation, 

sense of belonging, and the enjoyment of helping (Cheung & Lee, 2012). 

      

Most literature emphasizes the impact of eWOM communication, explores the process 

and motives of eWOM communication, and tries to identify how the communication 

influences the customer purchase decision (Cheung & Lee, 2012). Very few examine the 

motives of eWOM through consumers‘ demographic characteristics, such as culture and 

gender.   

 

Building on previous studies‘ framework, this study will research eWOM motivations 

based on the relationship of cultural and gender differences to six factors: self-expression, 

vengeance, concerns for others, overall trust, venting negative feeling and distrust. 

 

Six Motivations for eWOM communication 

 

      Self-expression is defined as a means that enables a speaker to express his or her certain 

emotional needs. It combines self-involvement with product involvement, wherein an 

individual can fulfill an emotional need to express opinions about a product that generates 

intense feelings (Dichter, 1966). Consumers can achieve several goals through eWOM 

communication, such as seeking post purchase advice, expressing successful purchase 

experience and gaining approval from other consumers (Henning-Thurau et al., 2004).  

       

Vengeance upon the company is characterized as a desire to retaliate against a company 

that provided the consumer with a negative experience (Sundaram, 1998). A similar term, 

venting negative feelings, is defined as a way to ease frustration. Vengeance upon the 

company and venting negative feelings are both generated through an unsatisfactory 

experience but they differ in that the former describes a revenge behavior targeting a 

particular company or product, while the latter is merely a consumer expressing frustration 

toward a company or product (Henning-Thurau et al., 2004). In other words, a desire for 



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

149 
 

catharsis is taken as a primary motivation for this online negative emotion relief (Alicke et 

al., 1992; T. Henning-Thurau et al., 2004).  

       

Concern for others comes from the desire to perform the altruistic act of helping another 

consumer make an informed purchase decision, which can cause both positive and negative 

WOM (Sundaram, 1998; Engel, 1993). Consumers motivated by a concern for others provide 

eWOM communication as a way to use their experience, either positive or negative, to help 

friends and strangers alike achieve maximum benefit. 

       

Overall trust and distrust are related eWOM motivations, in that they are both built on 

the relationship between an information provider and an information seeker. Trust refers to 

the ―willingness of a trustor to be vulnerable to the actions of trustee according to the 

expectation that the trustee will perform a particular action important to the trustor‖ (Mayer et 

al., 1995). Most current research discusses the issue of trust since it has a significant impact 

on consumer buying behavior (Bickart et al., 2001). However, in this paper, trust and distrust 

are characterized by new motivations that explain why consumers share information online 

 

The IBM Institute for Knowledge-Based Organizations collected data from 138 workers 

in three companies to analyze how trust affects knowledge-sharing, finding that people have 

various ways to increase the awareness of their expertise, such as participating in informal 

communities of practice, and answering questions (Levin, Cross, Abrams & Lesser, 2013). 

Overall, people obtain trust with coworkers by demonstrating their experience, which can 

impact their credibility. Similarly, in online communities, information sharers actively 

express their opinions and ideas, thereby demonstrating expertise, in order to gain trust from 

information seekers. If a consumer reads the review of another consumer and agrees with his 

or her opinion after trying a product, he or she may look for and more readily belive that 

reviewer‘s comments in the future. In this way, trust is built. 

   

Surprisingly, the IBM research about the foundational elements of trust amongst 

coworkers found that trust can occur between individuals who have seldom interaction (e.g., 

weak ties). Individuals with weak ties to one another tend to have been exposed to differing 

opinions and knowledge bases. Because of this, people with weak ties may play an integral 

role in the problem solving process because they can draw from different experiences, which 

is often vital to solving a problem (Levin, et al., 2013).  

 

Culture 

 

     Culture can influence various areas of consumer behavior, such as how and why they 

shop, because it affects an individual‘s self-concept, value system and communication style 

(Han, 2008). Hofstede‘s cultural values framework is one of the most extensively used 

models in the examination of cross-cultural consumer behavior (Baack & Singh, 2007). This 

framework measured 75 countries and regions on each of Hofstede‘s five dimensions of 

cultural values: individualism-collectivism, power distance, uncertainty avoidance, 

masculinity-femininity and long-term orientation (Hofstede, 2001). The individualism-
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collectivism dimension will be emphasized in this paper because it best captures the 

differences between cultures (Laroche, 2005). 

 

People from collectivist cultures tend to make decisions and contributions geared toward 

a group benefit whereas people from individualist cultures are more likely to hold an 

independent view geared toward personal return. Individualist cultures are more likely to 

hold an independent view of the self that focus on separateness, internal attributes, and the 

uniqueness of individuals. Oppositely, people from the collectivist cultures tend to present an 

interdependent view of the self that emphasizes connectedness, social context and 

relationships (Aaker et al., 1997; Markus & Kitayama, 1991). Furthermore, individualists are 

motivated mainly by personal preferences, needs and rights, placing personal goals before 

group goals (Hook, Worthington & Utsey, 2009).  

       

People from North America, Northern Europe, and Australia are likely to be individualists, 

while people from Asia, Africa, the Middle East, Mediterranean Europe and Latin America 

tend to be collectivists (Hofstede, 2001). The United States and China are diametrically 

opposed on the individualism-collectivism dimension; the United States is a highly 

individualistic society, whereas China is a collectivist society (Hofstede, 1980). This cultural 

difference may influence consumers' motivations for providing eWOM.  

 

THE STUDY 

 

This study tries to determine the relationships between consumers, their cultures, their 

gender, and their use of eWOM.  

 

H1. American consumers are more likely motivated by self-expression to use eWOM 

communications than are Chinese consumers.      

      

Self-expression can take many forms through many mediums, and with different intents. 

Vengeance can become part of this expression. Many published reports study vengeance 

behavior among consumers with different cultural backgrounds. Haithem et al. (2009) 

indicated that collectivists prefer to adopt non-revenge strategies to address conflits while 

individualist opt for revenge strategies. Joshua et al. (2009) contended that collectivists took 

forgiveness as a relational repair strategy, indicating an equal relationship between 

collectivistic forgiveness and reconciliation.  

People from collectivist cultures place a high value on societal social harmony and 

therefore more often choose forgiveness in a conflict scenario than do people from 

individualistic cultures (Hook, Worthington & Utsey, 2009). Additionally, in order to 

maintain, or even maximize, social harmony, collectivists tend to use a third-party mediator 

to negotiate conflicts and forgiveness (Schwartz, 2007). Based on this difference between 

collectivistic cultures and individualistic cultures, it stands to reason that American 

consumers are more likely to leave online reviews as a way to get revenge on a company that 

provided an unsatisfactory experience than are Chinese consumers. Further, because 

individualistic cultures are more driven by a need for self-expression than collectivistic 
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cultures, people of individualistic cultures may be more likely to express the negative feeling 

obtained from an unsatisfactory experience. 

 

H2. American consumers are more likely motivated by vengeance upon company to 

provide eWOM communication than are Chinese consumers. 

 

H5. American consumers are more likely motivated to by a need to vent negative feelings to 

provide eWOM than are Chinese consumers. 

       

Markus and Kitayama (1991) argued that in interdependent cultures, other-serving 

motives are more important than self-serving motives. However, individualists focus more on 

individual oriented goals and measuring a personal success based on achieving a personal 

goal, while collectivists value group success as a success for themselves. Therefore, in order 

to achieve an aggregate benefit, collectivists would actively help others. Information 

providers would like to provide an evaluation of or experience with a specific product or 

service to help other people get some valueble reference to avoid loss. Based on this type of 

behavior, it can be hypothesized that Chinese consumers tend to provide concerns for others 

more than American consumers do 

 

H3. Chinese consumers are more likely motivated by a concern for others to provide 

eWOM communication than are American consumers. 

   

eWOM is often valued as a more credible way of communication for consumers than 

other traditional methods (Bickart and Schindler 2001). As such, positive eWOM 

communications for a product can potentially enhance loyalty and sales of a product. 

  

With regard to consumer behavior from different cultures, Doney et al.(1998) pointed out 

that collectivist cultures tend to have higher levels of trust between people than do 

individualist cultures. This trust is forged between people in collectivist cultures because of 

the great emphasis placed on relationships and group success. Individualist cultures suffer 

from an overall lack of trust because of the importance of the self and competitiveness with 

others (Triandis et al., 1988). Therefore, we assert that trust, as a motivator of eWOM, will 

create a positive difference between collectivist China and the individualist United States. 

      

 Since collectivist cultures focus on social harmony, people may interact with each other 

to maintain a long-term peaceful relationship. However, because people from individualist 

culture value personal goals more than group goals, there is reason to believe that there could 

be weak ties existing in individualist cultures. 

 

H4. Chinese consumers are more likely to be motivated by overall trust to provide eWOM 

than are American consumers. 

 

H6. American consumers are more likely motivate by distrust to provide eWOM than are 

Chinese consumers. 
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Gender 

      

Researcher has found that the relationship between group affiliation and WOM behavior 

is stronger for women than for men. Women are often more impacted by the relationships 

they have in group settings. However, men are likely to engage in WOM behavior based on 

self-esteem enhancement more than women. Men tend to dominate public discussions, even 

when they possess less knowledge than a female counterpart, because they use conversation 

to establish status (Tannen, 1990). Further, men tend to frequently express themselves online 

in order to establish a social image that portrays them as an expert in some field. As such, 

self-expression could be a greater motivator of eWOM for men than for women 

 

H7. Men are more likely motivated by self-expression to provide eWOM communication 

than women. 

        

Men and women often face conflict and communication differently. Some of this can be 

attributed to the different values that are important to different genders. Waler Ong asserted 

that men are inclined to live comfortably with conflicts and disputes; he wrote, ―Conspicuous 

or expressed adversativeness is a larger element in the lives of males than of females,‖ (1990, 

p. 150). Additionally, men‘s lives often naturally involve combat, struggle, contention and 

competition because status and placement within a hierarchy can be altered through conflicts 

and debate (Ong, 1990). Women on the other hand often prefer to solve problems in more 

private ways but will occasionally employ an intermediary to resolve oral disputes. Given 

this, men may be motivated to discuss conflicts with a company through eWOM 

communication to boost their status. 

 

H8. Men are more likely motivated by vengeance upon company to provide eWOM 

communication than are women. 

 

H11. Men are more likely motivated by venting negative feelings to provide eWOM 

communication than are women. 

 

Men view the world as a hierarchy and therefore, in order to achieve desired status, men 

seek out autonomy and respect. Women tend to view the world differently; they see it as a 

network, which explains the high value women place on intimacy and relationships (Tannen, 

1990). Tannen‘s findings help explain the female tendency to form a group, where all 

members are treated equally without competition, and the male preference for a group with 

complex rules to determine status. Therefore, women, who often strive to form alliances and 

equal status with peers, may care about others more than men. 

 

H9. Women are more likely motivated by a concern for others to provide eWOM 

communication than are men. 

      

WOM has a strong impact on women (Soonyong Bae et al., 2011) because women are 

inclined to embrace the opinions of someone similar and often rely on other people‘s 
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impressions about products and services. They often seek advice from product review 

platforms when making a purchase decision. Additionally, women like to act in a way that 

creates a benefit for the community. They also like to receive trust from that community. On 

the Internet, much like in real-life, women seek to obtain social support through cooperation 

and network-oriented collaboration (Miao et al., 2012). Men however, often use the Internet 

to improve and build social status by challenging, debating or arguing the opinions others 

express online. Accordingly, we assume that women tend to provide eWOM communication 

because they trust the reviews and feel that they can receive trust back by sharing 

information. Similarly, men may be less inclined to trust the reviewer and more inclined to 

provide eWOM communication in order to challenge the information provider. As such, the 

following hypotheses are plausible: 

 

H10. Women are more likely motivated by trust to provide eWOM than are men. 

 

H12. Men are more likely motivated by distrust to provide eWOM than are women. 

Methodology 

 

     A total of 260 Chinese and American respondents from the University of Denver were 

randomly selected to participate in this survey. Participants completed a questionnaire 

containing 56 questions. The survey included open- and close-ended questions. Scaling 

questions asked the respondents to rate items from one to five with five being that they 

strongly agree to one being that they strongly disagree. The questionnaire was divided into 

three parts. The first part asked respondents to provide the content and platform of recent 

eWOM communications. The second part contained fifty-two questions evaluating 

participants‘ motivations on six factors. The last part contained three demographic questions 

pertaining to the participants. No time limitation was applied to the survey. After removing 

the missing values, a sample was compiled with 195 United States citizens and 46 Non-

United States citizens. This included 31% female respondents and 69% male respondents.  

 

RESULTS 

     Six factors were identified for use in a factor analysis (See Figure 4. Factor Analysis and 

Table 1). The mean age was 29.62 (SD = 3.216) for female, which was similar to that of male 

respondents (M= 30.39, SD=3.693). 

     A one-way analysis of variance (ANOVA) statistical analysis was conducted to test the 

influence of nationality and gender on each eWOM motivation.  

      To determine cultural differences, nationality was used as an independent variable. The 

ANOVA results, did not find any significance between nationality and self-expression (p= 

.494), vengeance upon company (p= .840), overall trust (p= .475), venting negative feelings 

(p= .373) and distrust (p= .699) separately. However, a main effect was found (F=4.357, p= 

.038), which supports Hypothesis 3. As shown in Figure 1, respondents from the China are 

more likely than American to have concern for others as their motivation to share 

information online (U.S. M= .081, SD= .0128; China, M= .085, SD= .0129). 
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     Gender was then selected as an independent variable to test its relationship to the six 

factors. This ANOVA demonstrated a significant relationship between gender and the 

motivations of vengeance upon the company (F=6.382, p= .002) and concern for others 

(F=5.484, p= .005). This indicates that more male participants (M= .101, SD= .021) than 

female participants (M= .092, SD= .019) are likely to seek revenge toward the company for 

not being satisfied with a product or service (Figure 2). It also indicates that more males (M= 

.0840, SD= .0132) would care more about others than females (M= .0782, SD= .0127) do 

(Figure 3), supporting hypotheses eight and nine. However, there was no significant 

relationship between gender and self-expression (p= .923), overall trust (p= 809), venting 

negative feeling (p= .481) and distrust (p= .403). 

 

IMPLICATIONS AND LIMITATIONS 

 

     The purpose of this study was to examine if different genders and cultures affect 

consumers‘ communication on eWOM and if these consumers have different motivations and 

expectations for this communication vehicle. Specifically, men and women from the United 

States and China were compared. Using a sample of 260 students from University of Denver 

who had written online reviews, this study explores the question: What drives consumer 

conduct eWOM?  

     This study was built on the framework of previous studies, but overall trust and distrust 

were added as two new motivations. The results of this research replicate previous studies in 

that a positive relationship existed between concern for others and culture difference. 

However, the results showed no impact for culture difference on self-expression, vengeance 

upon company, overall trust, venting negative feelings and distrust separately.  

  The results suggest that gender differences will have impact on concern for others and 

vengeance upon company. No significant relationship was found between gender and self-

expression, overall trust, venting negative feelings and distrust separately. 

    For eWOM platform managers or marketers, the results of this study provide a new 

framework of consumers‘ eWOM intents and a new perspective on gender and culture effect. 

The marketers can develop more applicable plans to attract consumers of different genders or 

consumers from different cultures. For example, marketers can develop a more interaction-

friendly community for those platforms targeting Chinese customers or female customers, 

since women and people of collectivistic cultures tend to care more about others. In addition, 

platforms might be assigned more efforts on dealing with negative feelings from male 

customers, since they are more likely to revenge the company due to a dissatisfied 

experience.  

     Some limitations are associated with this paper. First, it utilized a convenience sample. 

The results could be more applicable to larger populations if the sample was expanded. 

Second, this study looked at aggregate platforms. Though it provides insights for aggregate 

platforms, future studies can explore more on each specific platform, such as public forum 

and blog. Second, only China and United States were compared in this study, making it 

difficult to apply to other countries. Future studies would be necessary to understand 
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motivational factors in other countries. Finally, more measures can be introduced in this 

model, such as family income and education level, which would help researchers draw more 

conclusions about their sample. Overall, this paper provides a framework for future study in 

this field. 

 

APPENDIX 

 

Table 1 

  N Mean SD 

Factor1-Self Expression 260 3.474 0.549 

Factor2- Vengeance 260 2.849 0.603 

Factor3-Concerns for others 260 3.055 0.493 

Factor4-Overall Trust 260 2.832 0.685 

Factor5-Venting negative relief 260 2.674 0.845 

Factor6-Distrust 260 3.070 0.902 

 

Figure 1 

Means for American Respondents and Chinese Respondents 

 

Notes: Male=1, Female=2 
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Figure 2 

Means for Male respondents and Female Respondents in Vengeance Upon the 

Company 

 

Notes: Male=1, Female=2 

 

 

Figure 3 

Means for Male Respondents and Female Respondents in Venting Negative Feelings 

 

Notes: Male=1, Female=2 
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Figure 4. Factor Analysis 
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ABSTRACT 

In the recent past, the use of eco-labels, verifying the environmental friendliness of products, has 

steadily grown. The purpose of this research is the examination of factors influencing the 

consumers‘ attitudes towards the product or brand carrying an eco-label. It could be ascertained 

that the factors summarized in the following constructs: the recognition of eco-labels, the 

perceived credibility of the source issuing the eco-label and the current purchase behavior 

regarding purchases of eco-labeled products positively affect the attitude towards the product or 

brand carrying an eco-label. 

 

 

INTRODUCTION 

 

Over the past four to five decades the environmental consciousness and concerns of 

consumers have steadily grown (Gallastegui, 2002). Furthermore, consumers are becoming more 

and more aware of the environmental impact of production processes through the product‘s life, 

which also includes the consumption and disposition phases. Many consumers want to reduce 

their personal impact on the environment caused by their consumption of products (Thøgersen, 

2000). One way for companies to address this wish of consumers is the use of eco-labels on their 

products to verify their environmental claims. Eco-labels identify products which harm the 

environment less than other products (Gallastegui, 2002).  

 

Eco-labels are not new. In the 80‘s and early 90‘s was the first phase in which eco-

labeling became popular (Horne, 2009). For instance, the German Blue Angel and the 

Scandinavian Nordic Swan eco-labels were introduced in this time period and still belong to the 

best known labels today (OECD, 2008). Nevertheless, in the recent years the use of eco-labels 

again gained more attention due to the environmental developments such as the increasing 

scarcity of fossil fuels or climate change in general (Horne, 2009). The intention of governments 

to support and encourage sustainable lifestyles and consumption, which indicates the growing 

environmental consciousness of consumers in regard to their individual impacts on the 

environment, also influences the rising importance of eco-labels (OECD, 2008). 
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These current developments regarding the rising environmental consciousness of the 

public, which was disclosed in some studies together with the willingness of many consumers to 

buy more eco-labeled products, lead to the assumption that the use of eco-labels as a marketing 

tool might affect the consumers‘ purchase intent for particular products (e.g. BMU, 2010; 

European Commission, 2009). 

 

MacKenzie et al.‘s (1986) conceptual model that revealed a positive relationship between 

the attitude toward the brand and the intention to buy the brand serves as a framework for this 

study. Given this relationship and the above mentioned assumption regarding the possible 

positive relationship between the use of eco-labels and the consumers‘ purchase intent, the 

purpose of this study is the examination of the factors that explain the influence of the use of 

eco-labels on the attitude towards the product or brand carrying the eco-label. 

 

LITERATURE REVIEW 

 

Eco-labels are used by companies to verify their environmental claims and to show that 

they are producing ―sustainable products‖ which are, according to the Sustainable Products 

Corporation, ―products providing environmental, social and economic benefits while protecting 

public health, welfare, and environment over their full commercial cycle, from the extraction of 

raw materials to final disposition‖ (SustainableProducts.com). There are various ways to 

distinguish among the different types of eco-labels, but most studies dealing with voluntary eco-

labels are based on the label categories introduced by the International Standards Organization 

(Horne, 2009). They differentiate three types of labels. Type I labels are certified by third-party 

organizations such as non-governmental organizations (NGO) (e.g. Forest Stewardship Council 

(FSC)), but also include labels introduced or certified by the government. Type II labels are self-

declared labels by producers, industries or retailers and are usually not certified by an 

independent organization. Type III describes quantitative product life cycle reports and therefore 

includes no real eco-labels (Horne, 2009). 

 

Psychological and Situational Factors 

 

Several studies reveal that ―many people see themselves as green consumers‖ (Horne, 

2009, p. 5; e.g. BMU, 2010; European Commission, 2009). A representative survey, polled in 

2010 by the German ―Bundesministerium für Umwelt, Naturschutz und Reaktorsicherheit‖ 

(BMU, trans.: Federal Ministry for the Environment, Nature Conservation and Nuclear Safety), 

showed that many consumers in Germany believe that their own behavior has an impact on the 

environment and greenhouse gas emissions, and 64% of the respondents believe that a label, 

which proves the environmental friendliness of a product, influences their purchase decisions 

(BMU, 2010). In general, this seems to be a quite positive result, but it could be influenced by 

people who just gave these answers due to the social desirability of environmentally friendly 

behavior. To reduce the influence of this factor, the respondents were also asked if they would 

pay a higher price for environmentally friendly products. The results still showed that more than 

50% of the respondents would pay at least a moderate surcharge for environmentally friendly 

labeled products (BMU, 2010). 
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This attitude of consumers towards eco-labels or sustainable consumption is not just a 

German ideal which becomes apparent by looking at the results of a survey conducted by the 

European Commission for all European Union member states and Croatia. Almost half of the 

EU-citizens answered that eco-labels on products are considered an important factor in their 

purchase decision for a particular product, especially when the people are aware of the 

environmental impact of other products they buy and consume (European Commission, 2009). 

Similar results can also be found for Northern American consumers (Thøgersen, 2002). The 

willingness of the people to buy eco-labeled products may seem promising for companies to use 

voluntary eco-labels for their products. Nevertheless, the reality does not completely match the 

given answers in these surveys because the market share of eco-labeled products is still very low 

(Horne, 2009). 

 

According to Thøgersen (2000), eco-labels can be involved in the decision process if the 

consumer pays attention to them. Paying attention to eco-labels is just a means to the goal of the 

consumer to buy environmentally friendly products which in turn is a means to the superior goal 

of protecting the environment. Therefore, people only pay attention to eco-labels when 

protecting the environment is one of their personal goals and when the consumers believe that 

they can achieve this goal by buying environmentally friendly products (Thøgersen, 2000). 

Furthermore, the credibility of the labels, as well as a ―pro-environmental attitude‖ (p. 21) and 

the ―perceived consumer effectiveness‖ (p. 8) of contributing to the protection of the 

environment by buying eco-labeled products have an impact on the attention paid to eco-labels 

(Thøgersen, 2000). Beyond that, Thøgersen (2000) observed an interaction effect between the 

pro-environmental attitude and the trust in the labels, which means that the attention paid to eco-

labels influenced by the pro-environmental attitude is higher when also the trust in the labels is 

higher and vice versa. 

 

In contrast to Thøgersen‘s results which revealed that a positive attitude towards the 

protection of the environment leads to an inclusion of eco-labels in the consumer‘s purchase 

decision, a study conducted by Bybee (2010) does not fully agree with this statement. In order to 

find the influence of different types of eco-labels on the consumer‘s purchase intent, this 

research examines the believability of the information provided by the label, its persuasiveness, 

the trust in the environmental claims of the companies, as well as the effect of these factors on 

functional and affective assessments by the consumers. The outcome of the analysis enables a 

distinction between two groups of cases regarding low and high perceptions of environmentally 

friendly companies. High perceptions describe that the customer thinks the company is able to 

produce environmentally friendly products without sacrificing quality, whereas subjects with low 

perceptions believe that producing environmentally friendly products is accompanied with a 

lower quality (Bybee, 2010). In regard to the factor of trust and believability of the information 

provided by the eco-label, the results match the ones of Thøgersen (2000), which means that the 

factor of trust is an important prerequisite for considering labels in the purchase decision (Bybee, 

2010; Thøgersen, 2000). Additionally, this study also revealed that the consumers with high 

perceptions of environmentally friendly products show positive affective and functional 

responses towards the use of Type I eco-labels (Bybee, 2010). This might be comparable to the 

positive influence on the purchase decision described by a pro-environmental attitude 

(Thøgersen, 2000). 
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The use of credible third-party certified labels was persuasive for both consumers with 

high and low perceptions. Since the results showed that trust in the companies, as well as the 

believability of the labels, elicits no emotional response by consumers with low perceptions, it 

can be assumed that the existence of eco-labels increases the perceived functionality of the 

product (Bybee, 2010).  

 

This assumption is based on a study which examined the data of a survey polled in three 

industrialized countries (USA, Canada and Germany) and two transition economies (Russia and 

Ukraine) in order to examine the influence of individual, product and situational determinants on 

the intention to buy organic food, as well as the relationship between this intention and the real 

consumption of organic food (Soyez et al., 2012). Even though this study is focused on organic 

food, the results might also be applicable for eco-labels in general. The findings revealed a 

strong positive relationship between the purchase intention and the purchase of organic food in 

all observed countries. Furthermore, the attitudes towards organic products have strongly 

influenced the intention to buy in all countries (except in Ukraine), which agrees with the 

previously presented results of studies which deal with general eco-labels (Soyez et al., 2012; 

Thøgersen, 2002; Thøgersen, 2000). In Ukraine, the intention to buy is more strongly influenced 

by subjective norms, which represent the consumers‘ perceived social pressure to buy organic 

food (Soyez et al., 2012). In the other countries, the subjective norms only disclosed a minor to 

moderate influence on the intention to buy organic food.  Beyond that, the price-sensitivity 

showed a strong influence on the intention to buy in Russia and Ukraine but just a moderate one 

for the U.S., Canada and Germany, which, in the case of Germany, confirms the results of the 

nationwide BMU survey, which was depicted at the beginning of this section (Soyez et al. 2012; 

BMU, 2010). Additionally, the German sample examined in the study showed a negative 

influence on the purchase intent due to lower trust in eco-labels, what might be attributed to the 

huge number of different eco- and organic labels used in Germany. This problem, as well as the 

factors affecting the credibility of eco-labels, will be addressed again in the progress of this 

research (Soyez et al. 2012).  

 

According to several studies of eco-labels, the availability of eco-labeled products is a 

very important requirement for involving the labels in the purchase decision (Koos, 2010; 

Thøgersen, 2000). Koos (2010) examined the influence of various factors on the consumers‘ 

purchase decision for eco-labeled products across eighteen European countries.  

 

One of the most important results of this study was that the availability of eco-labeled 

products together with the retail structure of the country strongly affect the consumer‘s purchase 

intent. In the examined countries in which the retail markets are more concentrated, the share of 

eco-labeled products on the shelves was higher than in countries in which the retail structure was 

mainly decentralized, which means that there are smaller shops which are geographically 

dispersed. The higher availability of these products increases the consumer‘s purchase intent and 

actual purchases of eco-labeled products (Koos, 2011). 

 

But the physical availability is not decisive by itself. Interestingly, the study by Soyez et 

al. (2012) revealed that the perceived unavailability of organic products is a reason for 

consumers in the U.S. and Germany not to buy such products, even though in reality the market 

for organic food in these countries is relatively large. A possible explanation for this perception 
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might be that the consumers have problems identifying reliable information about organic food 

because of the high number of labels (especially Type II labels). 

 

Studies like the one presented by the BMU, showed that many consumers ask for eco-

labeled products. However, by comparing the theoretical demand for these products found in the 

studies mentioned above and the number of eco-labeled products consumers actually purchased, 

it becomes apparent that there are significant differences (BMU, 2010; Horne, 2009). These 

differences might be attributed to a strong dispersion of the awareness and recognition of current 

labels on the part of the consumer (Thøgersen, 2002). This means that many consumers only 

recognize a few eco-labels for particular product groups (e.g. Energy Star Label) and hence do 

not buy labeled products of other product groups because they do not even know that these labels 

exist. Therefore, an adequate promotion of the eco- or organic labels could increase the 

awareness and recognition, as well as decrease the consumer‘s uncertainty towards the huge 

amount of different environmental claims depicted on many products, which are often perceived 

as a dubious mean to charge higher prices (Thøgersen, 2002). Besides that, it is very likely that 

satisfied buyers of eco-labeled products will purchase the same products again and additionally 

transfer the positive experiences with the labels to products from other categories which are 

carrying the same labels (Thøgersen, 2002). This finding together with the promotion and 

advertisement of the label by itself, could make the use of the label as a meaningful marketing 

tool interesting for producers of low-involvement and day-to-day products because consumers 

often try to avoid advertisements for these products (Slade, 2002). 

 

Credibility and Trustworthiness of Eco-labels 

 

The use of eco-labels should help to reduce the information asymmetry between 

consumers and suppliers according to information like the environmental and social impact of 

the products (Koos, 2010; Starobin & Weinthal, 2010; Mason, 2011). Moussa and Touzani 

(2008) explain this information asymmetry by using Darby and Karni‘s (1973, cited in Moussa 

& Touzani, 2008, p. 2) search behavior model, that  in turn is an extension of Nelson‘s (1970, 

cited in Moussa & Touzani, 2008, p. 1f) idea of two types of products, search and experience 

goods. These types of goods can usually be evaluated by the consumer without any additional 

information from the supplier. This means that the quality of search goods can be verified by the 

consumer before he purchases the product and the quality of experience goods can be verified 

after the consumption. Darby and Karni‘s (1973) search behavior model contains a further 

category of attributes besides the product attributes which can be either evaluated in advance of 

the purchase or after the consumption of the product. These further attributes are called credence 

attributes which deal with environmental or social qualities about which the seller has a lot more 

information than the customer. Therefore, eco- or quality labels in general might be helpful to 

reduce the consumer‘s uncertainty and lack of information regarding these products‘ attributes 

(Moussa & Touzani, 2008). Furthermore, these labels might be useful for companies to offer 

proof to consumers that the firm is aligned with their personal values in consideration of the fact 

that the use of eco-labels is usually voluntary (Starobin & Weinthal, 2010; Mason, 2011). 

According to Starobin and Weinthal (2010) these kinds of labels are just considered in the 

purchase decision if they are meaningful, and in order to be meaningful, there are two major 

prerequisites which have to be fulfilled. The provided information should be clear and not 
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confusing for the consumer, and it should be possible for the consumer to comprehend as well as 

verify the label‘s meaningfulness and trustworthiness (Starobin & Weinthal, 2010). 

 

The majority of studies on eco-labels confirmed the above mentioned prerequisites. Their 

results revealed that the credibility of eco-labels and the trustworthiness of the provided 

information belong to the most crucial factors for considering eco-labels in the consumers‘ 

purchase decision (Sønderskov & Daugbjerg, 2011; Thøgersen, 2002; Thøgersen, 2000; Soyez et 

al., 2012; Moussa & Touzani, 2008). Additionally, these studies have shown that especially the 

particular source issuing the label has a powerful impact on the label‘s credibility. This means 

that the perceived credibility varies with the different label introducing organizations (e.g. 

governments, for- or non-profit organizations, as well as private and social societies) (Starobin & 

Weinthal, 2010; Horne, 2009; Langer et al., 2008; Thøgersen, 2002; Eisend, 2004). One reason 

for the differences among these organizations regarding the perceived credibility of their labels 

could be that the consumers try to deduce from the origins of the organizations to the motivations 

for introducing such labels (Starobin & Weinthal, 2010). 

 

Due to the intention of governments to support and encourage sustainable lifestyles and 

consumption, which indicates the growing environmental consciousness of consumers in regard 

to their individual impacts on the environment, the support and introduction of eco-labels has 

become very important (OECD, 2008).The role of the government in the eco-labeling schemes 

has been examined in several recent studies and the results of these studies do not always agree 

with each other (Sønderskov & Daugbjerg, 2011). The previously depicted study by Koos 

(2010), which deals with public and private demand and supply-side factors of eco-labeled 

products, showed that governmental involvement in the eco-labeling schemes or introducing 

state eco-labels has no strong influence on the consideration of eco-labels in the consumers‘ 

purchase decision. Another survey polled in Europe seems to confirm this statement because its 

results revealed that governmental eco-labels were just ranked third in perceived credibility, 

behind environmental and independent organizations like the ISO (Gertz, 2005). However, 

Koos‘ (2010) study disclosed that the supply-side factors have a strong effect on the purchases of 

eco-labeled products. Hence, Koos states that government involvement is an important factor in 

providing a legal framework for the provision of trustworthy labeling schemes. Beyond that, 

subsidizing the promotion and the availability of eco-labeled products by the government would 

probably have a stronger influence on consumer behavior than introducing own labels (Koos, 

2010). 

 

In contrast to Koos‘ study, Sønderskov and Daugbjerg (2011) found completely differing 

results. The focus of their study was on the factor of government involvement in the labeling 

scheme and the government‘s influence on the consumer‘s confidence in the scheme. This 

research only looked at eco-labels for organic food because there are already well established 

labeling schemes in many countries. This simplifies the comparison of differences in the labeling 

schemes. The results of the study, controlled for cultural differences which could have an impact 

on the consumer‘s trust in the labels, showed that high government involvement significantly 

increases the consumers‘ confidence in the labeling scheme (Sønderskov & Daugbjerg, 2011). 

This is in line with the results of Langer et al. (2008), who state that governmental eco-labels 

positively influence the perceived credibility by the consumer. 

 



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

168 
 

Beyond that, the factor of citizens‘ trust in governmental institutions also increases the 

confidence in the labeling scheme; even if the labeling scheme has not been introduced by the 

state (Sønderskov & Daugbjerg, 2011). Regarding this factor, Koos (2010, p. 20) agrees that a 

―generalized trust,‖ which means trusting in people and governmental institutions, has a strong 

influence on consumers‘ purchase decisions. However, he uses this phenomenon to explain that, 

in contrast to the results of Sønderskov and Daugbjerg (2011), governmental involvement has no 

meaningful impact on the purchase decision for eco-labeled products. For instance, the high 

generalized trust found in Denmark and Sweden, the countries in which the sales for eco-labeled 

products are the highest, showed that state involvement is not that important for these purchases 

because in Denmark the state involvement in the labeling schemes is very high and in Sweden 

very low (Koos, 2010). 

 

A further factor which could contribute to the perceived credibility of labels is the 

transparency of the evaluating process of products in order to receive the eco-label as well as 

providing information about the expertise of the label issuing organization, for instance by 

presenting the auditors and their experience on the organization‘s webpage (Starobin & 

Weinthal, 2010). Additionally, the credibility might be increased by including consumers in the 

network of the labeling process, similar to the process for the kosher label. The kosher labeling 

process is based on a strong information network between all actors in the supply chain and the 

consumers to achieve a high transparency. In order to receive and to retain a kosher label, the 

producers will consistently be supervised and verified by Jewish religious leaders and by the 

Jewish community (Starobin & Weinthal, 2010).  

 

After the preceding paragraphs it becomes apparent that the perceived credibility of eco-

labels is usually higher when the label was issued by the government or by third party 

organizations (Horne, 2009; Langer et al., 2008; Gertz, 2005; Thøgersen, 2002). One reason for 

consumers not to trust in self-declared labels by companies or industries seems to be based on a 

general mistrust towards these organizations because many consumers believe that ―corporations 

have no morals or ethics at all‖ (Horne, 2009, p. 5). Regarding eco-labels, this means that there 

are many companies that want to jump on the bandwagon of environmental friendliness in order 

to increase the demand for their products or to have a reason for charging higher prices, and so 

they introduce labels which purport that their products are environmentally friendly (e.g. by 

calling their products ―all natural‖ or ―chemical-free‖ which could mean almost everything, but it 

is no proof of environmentally friendliness) (Aichlmayr, 2010). This phenomenon of pretending 

to sell ―green‖ products is called ―Greenwashing‖ (TerraChoice, 2007, p. 3).  

 

Due to an increasing number of eco-labels and environmental claims by companies which 

might be ambiguous, the United States Federal Trade Commission (FTC) is updating the 

guidelines for environmental claims to provide consumers and retailers with more clarity 

regarding environmentally friendly products. In order to achieve this goal the FTC calls for 

independent testing of environmental claims (e.g. by third party organizations). Furthermore, the 

FTC is warning producers not to make false claims and is demanding more specific information 

from the producers to what extent their products are a more environmentally favorable choice 

than the products of competitors.  
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Besides the problem of Greenwashing, the increasing use of voluntary eco-labels by 

companies on their products (self-declared) can lead to or increase the consumer confusion 

(OECD, 2008). Even without eco-labels, there are studies that showed that up to 97% of the 

respondents thought that products and their advertisements provide more information than they 

are capable of processing (Lloyd, 2006). Another study confirms that the high number of eco-

labels and other methods that should prove the environmental friendliness of the products, 

increases consumer confusion. This confusion could be barely reduced in case of high 

involvement for the purchase of the demanded good (Langer et al., 2008). 

 

But it is not only the number of different eco-labels which contributes to consumer 

confusion. There are also different labels and labeling schemes that certify the same product 

categories. This means that the labeling organizations are competing for the same customers. In 

consideration of the fact that most non-governmental labels are voluntary, it can be the case that 

these labeling schemes refuse to label products with large environmental impacts (e.g. pesticides) 

in order to avoid harming the credibility of their label. Hence, eco-labels fail for the products for 

which their use might be most reasonable, and it can be hard for consumers who are willing to 

buy eco-labeled products to find them in these product categories (Horne, 2009). In addition, 

buying a product, labeled by one of the most famous or well established third party 

organizations, does not necessarily mean that it is the most environmentally friendly choice. 

These labeling schemes charge high prices for the verification of the compliance of companies 

with the scheme‘s standards. This makes it hard for companies which would deserve such a label 

but cannot afford one (Starobin & Weinthal, 2010; Costa et al., 2009). 

 

The Attitude towards the Advertisement 

 

After the preceding sections it can be assumed that well known and established as well as 

credible eco-labels might be considered in the purchase decisions of many consumers (BMU, 

2010; Thøgersen, 2002). Hence, the use of eco-labels as a marketing or promotional tool could 

be meaningful for evoking a positive attitude toward the advertisement (Aad). This, in turn, could 

lead to a more positive perception of the advertised product or brand (MacKenzie et al., 1986; 

Biehal et al. 1992; Miniard et al., 1990). This assumption is based on the findings of MacKenzie 

et al. (1986) who were comparing four different models in order to determine which model best 

described the relationship between the attitude toward the advertisement and the perceptions of 

the brand. According to the results of their experiments, the dual mediation hypothesis (DMH) 

seems to suit best to explain the mediating role of the attitude toward the advertisement. The 

DMH assumes that the Aad has a direct influence on the attitude toward the brand (Ab), which in 

turn affects the intention to purchase the brand. Besides that, this hypothesis suggests that there 

is also an indirect influence of Aad on Ab, because Aad affects the brand cognition (Cb) which 

might have an impact on Ab (MacKenzie et al., 1986). These assumptions could be confirmed 

after conducting two experiments even though the relationship between Cb and Ab was weak 

(MacKenzie et al., 1986). In an extended replication of this study, the good fit of the DMH for 

explaining the mediator role of Aad could be supported (Homer, 1990). Furthermore, the 

relatively weak relationship between brand cognitions and the attitude toward the brand, which 

was found in the experiment of MacKenzie et al. (1986), might be evoked by limitations of their 

experiment. The replicated study revealed a strong causal relationship between Cb and Ab, which 

contributes to the good fit of the DMH (Homer, 1990). Additionally, Homer‘s (1990) extension 
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revealed that the level of involvement does not have a significant influence on the causal paths of 

the DMH. 

 

Further studies disclosed that the direct and indirect influence of Aad on Ab is very strong 

when the consumer has not had any experience with the brand or the product before and hence 

could not assess the quality of the product (Josephine et al., 2008; MacKenzie et al., 1986). 

Therefore, it seems that the use of eco-labels as marketing tools could lead to favorable attitudes 

towards advertisements and eventually brands or products, even in cases where consumers have 

no clear pro-environmental attitude. Credible labels are often seen as a sign of a better 

functionality or quality of a product (Bybee, 2010). 

 

CONCEPTUAL FRAMEWORK 

 

In this study eco-labels are defined as a means of verifying the environmental claims and 

the production of sustainable products of companies. Sustainable products are defined as 

―products providing environmental, social and economic benefits while protecting public health, 

welfare, and environment over their full commercial cycle, from the extraction of raw materials 

to final disposition‖ (SustainableProducts.com). According to several studies, many consumers 

state that eco-labels influence their purchase decision (e.g., BMU, 2010; European Commission, 

2009).  

 

Given the positive relationship between the attitude toward the brand and the intention to 

buy the brand (MacKenzie et al., 1986), the focus of this analysis will be on the influence of the 

use of eco-labels as a marketing tool on the attitude toward the brand. According to MacKenzie 

et al. (1986), the attitude toward the advertisement (Aad) has a direct influence on the attitude 

toward the brand (Ab) which positively influences the intention to buy the particular product. 

Therefore, the attitude toward the brand has been chosen as the dependent variable, because it 

can be assumed that eco-labels as marketing tools evoke a favorable attitude on the part of the 

consumer toward this nature of advertisement, which in turn influences the attitude toward the 

brand. 

 

Thøgersen (2002) suggests that the difference between the number of consumers who 

want to buy eco-labeled products and the number of consumers who really purchase these 

products is traceable to the strong dispersion of recognition among current eco-labels. He states 

that the awareness and recognition of eco-labels is a prerequisite for considering eco-labels in the 

purchase decision (Thøgersen, 2002). This leads to the assumption that an adequate promotion of 

these labels could lead to a higher awareness and especially to a higher recognition of the eco-

labels which in turn could lead to a more favorable attitude toward the products carrying the 

promoted labels: 

 

H1: The more recognizable the eco-labels, the more favorable will be the attitude toward 

the product/brand carrying the label. 

 

Regarding the credibility and trustworthiness of eco-labels, the majority of the studies, 

presented in the preceding section, agree with each other. When considering eco-labels in the 

purchase decision, the consumer‘s trust in these labels is one of the most crucial factors 
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(Sønderskov & Daugbjerg, 2011; Thøgersen, 2002; Thøgersen, 2000; Soyez et al., 2012; Moussa 

& Touzani, 2008). These studies showed that the perceived credibility of eco-labels varies with 

the source issuing the label. These sources could be governments, for- profit or non-profit 

organizations or other private or social societies (Starobin & Weinthal, 2010; Horne, 2009; 

Langer et al., 2008; Thøgersen, 2002; Eisend, 2004). In addition, some of these studies state that 

a high government involvement in the labeling scheme significantly increases the perceived 

credibility on the part of the consumers (Sønderskov & Daugbjerg, 2011; Langer et al., 2008). In 

contrast, Koos‘ (2010) results revealed that the provision of a legal framework for the labeling 

schemes by the government has a higher impact on the consumer‘s purchase intent than 

introducing governmental eco-labels. Besides this, Bybee‘s (2010) study disclosed that credible 

eco-labels evoke functional responses toward products carrying the label, even for consumers 

with an indifferent attitude toward the environment. This means that credible eco-labels can 

increase the perceived quality of a product compared to a similar product which is not carrying 

such a label. Therefore, as credible perceived eco-labels might increase the consumer‘s purchase 

intent even for individuals for whom saving the environment is not necessarily one of their most 

important personal goals. In summary, most of these studies revealed that the perceived 

credibility of eco-labels which positively influenced the consumers‘ purchase intent, is highly 

dependent on the credibility of the environmental claims and motives of the sources involved in 

the labeling scheme (Starobin & Weinthal, 2010; Horne, 2009; Langer et al., 2008; Thøgersen, 

2002; Eisend, 2004). Therefore, the perceived credibility of the sources issuing the eco-labels 

could have a direct affect on the consumers‘ attitude toward the products carrying the labels:  

 

H2: The higher the perceived credibility of the sources issuing the eco-labels, the more 

favorable will be the attitude toward the product/ brand carrying the label. 

 

According to Thøgersen (2002), purchasing eco-labeled products is a behavioral category 

which is influenced by several independent factors. One of them could be that consumers create 

―mental categories based on eco-labels, as they have been known to do based on (some) other 

product categories‖ in case environmental friendliness is perceived as an important product 

characteristic (Thøgersen, 2002, p. 85). Given that eco-labels are usually not restricted to 

particular product groups, ―cross-boundary eco-categories‖ could emerge which eventually 

might lead to more repeat purchases of eco-labeled products and to the transfer of positive 

experiences with those products to other products carrying the same label (Thøgersen, 2002). 

Hence, if the current purchase behavior of consumers already includes buying eco-labeled 

products, their attitude toward other products or brands, carrying labels the consumers are 

satisfied and familiar with, could be positively affected:  

 

H3: The more often consumers already buy eco-labeled products, the more favorable will 

their attitude be toward other products/ brands carrying the same label. 

 

Besides the perceived credibility of eco-labels, Thøgersen (2000) argues that consumers 

just pay attention to eco-labels and consider them in their purchase decisions if protecting the 

environment is one of their personal goals, which can be achieved by buying eco-labeled 

products. Similar results can be found in the study of Bybee (2010). In her research, consumers 

with high perceptions of environmentally friendly products showed positive emotional responses 

to the use of credible (Type I) eco-labels that were issued by a third-party organization or the 
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government. Furthermore, the existence of the labels also led to a higher perceived functionality 

of the product. Thøgersen (2000, p. 21) summarizes these personal values of the consumers in 

the term ―pro-environmental attitude.‖ The results of these studies lead to the assumption that 

strong environmental concerns of consumers could increase the attitude toward the brand or 

product carrying an eco-label which agrees with the consumer‘s personal values. 

 

H4: The stronger the consumer‘s environmental concerns, the more favorable will his or 

her attitude be toward the product/ brand carrying the label. 

 

Figure 1 shows the chosen conceptual model in which the independent variables include 

the recognition of eco-labeling, the perceived source credibility of eco-labeling, the consumer‘s 

current purchase behavior regarding the purchase of eco-labeled products, and the environmental 

attitude of the consumer. The attitude toward the brand serves as the dependent variable. 

 

Figure 1: Conceptual Model 

 
 

RESEARCH METHODOLOGY AND DATA ANALYSIS 

 

In order to test the above stated hypotheses, a questionnaire consisting of 26 items was 

developed. In order to gain a quick overview of the respondents‘ awareness of and familiarity 

with eco-labels, an aided and an unaided question of the existence of eco-labels was asked. The 

majority of the other measures were 7-point, Likert-type of scale, anchored by 1 = ―Strongly 

Disagree‖ and 7 = ―Strongly Agree.‖ 

 

For measuring the dependent variable, the attitude toward the brand carrying the label, a 

question asking for the overall feeling of the consumer about using eco-labeled products was 

derived from MacKenzie et al.‘s (1986) attitude and intention measures (Cronbach‘s α = 0.87). 

Based on the results of the BMU (2010) survey, which revealed that the importance of 

environmental friendliness of products and eco-labels varies with different product groups, this 

question additionally distinguishes among the following four product categories: groceries, 

clothes, electronics such as computers or televisions and appliances such as refrigerators or 

dishwashers. 
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The independent variable, labeled as the recognition of eco-labels, was measured with 

two questions dealing with the promotion and advertisement of eco-labels in general, as well as 

with different means retailers could employ to make their costumers more aware of 

environmentally friendly products (Cronbach‘s α = 0.86). Both questions were derived from the 

eurobarometer survey (European Commission, 2009). 

 

The questions regarding the source credibility address the consumers‘ trust in the 

environmental claims and the expertise for developing effective eco-labels of non-governmental 

environmental organizations, other independent bodies, governmental eco-labeling organizations 

and producers/retailers (Cronbach‘s α = 0.85). The four different types of organizations were 

chosen because earlier studies showed that the perceived trust in and expertise of these 

organizations differs (Starobin & Weinthal, 2010; Horne, 2009; Langer et al., 2008; Thøgersen, 

2002; Eisend, 2004). 

 

 In order to gather information about the consumers‘ purchase behavior regarding 

purchases of eco-labeled and environmentally friendly products, several questions were 

developed based on items such as current purchases of these products or the importance of 

environmental friendliness in the purchase decision (Cronbach‘s α = 0.77). Similar items were 

already used in comparable ways in various studies (European Commission, 2009; Soyez et al., 

2012; BMU, 2010). 

 

The environmental attitude of the consumers was operationalized with questions covering 

topics such as the beliefs of consumers about the effectiveness of their own actions in order to 

protect the environment (Thøgersen, 2000; European Commission, 2009; BMU, 2010) 

(Cronbach‘s α = 0.91). Additionally, the respondents were asked about their attitude towards and 

evaluations of media reports, reporting about environmental topics to draw conclusions about the 

consumers‘ general environmental attitude (BMU, 2010).  

 

The survey was distributed to and completed by college of business students in a medium 

sized U.S. university. The reasons for employing students in this analysis are that many of these 

individuals will have a significant purchasing power in the near future after graduation and 

employment. They may be more open to product characteristics besides the price as they make 

their purchase decisions. In addition to that, students or persons with a higher education in 

general are often regarded as role models and opinion leaders. A total of 280 questionnaires were 

collected. 

 

In order to test the four hypotheses, the factor scores dealing with the independent 

variables were regressed on the factor scores representing the dependent variable, the attitude 

towards the product or brand carrying the eco-label. Therefore, a direct multiple regression 

analysis was conducted, which means that the relationship between the dependent variable and 

all independent variables were examined at the same time (Diekhoff, 1992). 

 

The initial multiple regression analysis produced the following result. 

 



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

174 
 

                                               
       (                          (         
       (                             (         

       (                  (       )

       (                       (         
 

About 36.2% of the variation in the attitude towards the product or brand carrying an eco-

label can be explained by the four independent variables (R
2
 = .362). The first regression 

analysis revealed that there is no statistically significant relationship between the environmental 

attitude and the attitude towards the product or brand carrying the eco-label at α = .05. Hence, a 

second regression analysis was conducted, only considering the three independent variables that 

were significant in the first run.  

 

The resulting multiple regression equation explains approximately 35.1% of the variation 

of the attitude towards the product or brand carrying an eco-label (R² = .351).  

 

                                               
       (                          (         
       (                             (         

       (                  (       ) 

 

The recognition of eco-labels positively influences the attitude towards the product or 

brand carrying an eco-label (H1) is supported. The regression analysis also revealed a 

significant, as well as positive influence of the perceived source credibility on the attitude 

towards the product or brand carrying the eco-label. This supports the assumption that a high 

perceived credibility of the particular source issuing an eco-label will lead to a more favorable 

attitude towards the product or brand carrying this label. Hence, H2 is supported. 

 

 The effect of the consumer‘s current purchase behavior on the attitude towards the 

product or brand carrying the eco-label was also found to be significant and positive as well. 

Therefore, the consumers‘ attitudes towards products or brands carrying eco-labels will be more 

favorable if the consumers already buy other eco-labeled products. This finding supports H3.  

 

Only the assumed positive relationship between the environmental attitude and the 

dependent variable were not significant for the chosen 95% confidence level (t = 1.698; 

p = 0.091). Hence, H4 was not supported, which means that, based on the examined subjects in 

this study, high environmental concerns will not influence the consumers‘ attitudes towards 

products or brands carrying eco-labels. 

 

The results regarding the test of the single paths of the conceptual model and the 

regression coefficients of the significant relationships are summarized in Figure 2. 

 

Figure 2:  Research Results and Regression Coefficients 
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DISCUSSION AND IMPLICATIONS 

 

The results of this analysis support Thøgersen‘s (2002) theory that the recognition of eco-

labels is an important prerequisite for considering them in the purchase decision. It could be 

ascertained that a high recognition of eco-labels leads to a more favorable attitude towards the 

product or brand carrying the label. Given the positive relationship between the attitude toward 

the brand and the intent to purchase this brand (MacKenzie et al., 1986), the findings of this 

study support Thøgersen‘s (2002). Therefore, manufacturers as well as retailers could invest in a 

better and more frequent promotion of eco-labels in order to increase the recognition of them on 

the part of the consumers, which eventually will lead to higher purchase intent.  

 

Several studies state that the credibility and the trustworthiness of eco- labels belong to 

the most crucial factors for considering them in the purchase decision (e.g., Sønderskov & 

Daugbjerg, 2011; Thøgersen, 2002; Thøgersen, 2000; Soyez et al., 2012; Moussa &Touzani, 

2008). Furthermore, the credibility of the labels is dependent on the motives and environmental 

claims of the sources that are involved in the labeling scheme (Starobin & Weinthal, 2010; 

Horne, 2009; Langer et al., 2008; Thøgersen, 2002; Eisend, 2004). This led to the assumption 

that the perceived credibility of the sources issuing eco-labels might not just influence the 

credibility of the labels itself; it might also have a direct influence on the attitude towards the 

product or brand carrying the label. The results of this analysis support this assumption. In 

consideration of the fact that the source credibility is mainly determined by the trust in and the 

expertise of the organizations issuing eco-labels (Hawkins et al., 2001), these organizations 

should try to verify and promote their expertise in developing meaningful eco-labels to the 

consumers. In order to do that the organizations could develop labeling schemes in accordance 

with the scheme of kosher labels (Starobin & Weinthal, 2010).  

 

The analysis revealed a positive relationship regarding the influence of current purchases 

of eco-labeled products on the attitude towards other products or brands carrying the same label. 

This finding could be an indication of the existence of ―cross-boundary eco-categories,‖ which 

could emerge because eco-labels are usually not restricted to one product group (Thøgersen, 

2002). These categories can lead to more repeat purchases and the transfer of positive 

experiences with one group of products carrying a particular eco-label to other product groups 
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carrying the same label (Thøgersen, 2002). Based on this information, companies within the 

same industry as well as from other industries should consider developing eco-labels together 

with, as credibly perceived, eco-label issuing organizations. This suggests the provision of a 

large marketing budget due to the many actors involved and at the same time the costs could be 

shared among the partners which eventually will lead to cost savings for every single company. 

The budget can be used for increasing the consumers‘ awareness and recognition of the new eco-

label, which is a prerequisite for its consideration in the purchase decision (Thøgersen, 2002). 

Besides this, the mutual eco-label could lead to a win-win situation for the actors involved 

because satisfied customers of one industry might transfer their positive experiences to the 

products of the other label partners and vice versa. 

 

The environmental attitude had no significant effect on the attitude towards the product 

or brand carrying the label in this analysis. Hence, the results regarding this factor are in conflict 

with the study of Thøgersen (2000) who found out that a ―pro-environmental attitude‖ is a 

decisive factor for involving eco-labels in the purchase decision as well as the study of Bybee 

(2010) whose results revealed that consumers with high perceptions of environmentally friendly 

products show positive emotional and functional responses to the use of eco-labels. A possible 

explanation for the environmental attitude not having a significant influence could be found in 

the way the data was gathered. According to Thøgersen (2002), eco-labels are considered in the 

purchase decision if the consumer perceives environmental friendliness as an important product 

characteristic. In this study, the respondents were students that in general have lower incomes 

because most of them are not working full time. Hence, the restricted budget might be the reason 

for the neglect of the environmental friendliness as an important product characteristic in the 

purchase decision because in many cases those products are more expensive. The survey results 

confirm this assumption because more than 60% of the respondents stated that the price and the 

quality are very important in their purchase decision. In contrast to this, only 17% answered that 

the environmental friendliness of the product is very important in their purchase decision. 

 

LIMITATIONS AND FUTURE RESEARCH 

 

Despite supporting statements and findings of earlier studies, this analysis also discloses 

some limitations which could be subject of future research in this area. The survey data was only 

gathered from business students. Therefore, it is not sure if the conclusions which can be drawn 

from the results of this analysis are representative and the resulting findings are generalizable to 

the whole population. As already stated in the previous section, this could be a reason for the 

results of this study, regarding the environmental attitude, not being aligned with earlier studies. 

If subjects in future research also include persons that already reveal a significant purchasing 

power, the role of the environmental attitude might be different because these people are not 

restricted to the lower budget of the ―average‖ university student. Furthermore, this study did not 

focus on demographic differences of the respondents. The knowledge about these differences 

could enable manufacturers and retailers to distinguish better among their target groups for 

environmentally friendly products. 

 

The survey results considering the consumers‘ awareness of and familiarity with 

particular eco-labels disclosed that 89.9% of the respondents recognized the Energy Star label 

when it was presented to them. However, the analysis revealed a considerable gap between the 
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recognition of the Energy Star label and the labels that showed the second highest recognition 

(Rainforest Alliance Certified label: 25.3%) and third highest recognition (Green Seal: 22%). 

Hence, future research could focus on the examination of the factors that affect the consumers‘ 

awareness of eco-labels, as well the influence of a particular label on the attitude towards the 

products carrying this label. 

 

A further starting point for future research can be found in the significant positive effect 

of the consumers‘ current purchase behavior on the attitude towards the product or brand. Even 

though it can be assumed that the reason for this relationship is the existence of a ―cross-

boundary eco-category‖ (Thøgersen, 2002), a further study considering the purchase behavior as 

the dependent variable could provide more clarity about the rationale behind this relationship. 
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ABASTRACT 

 

Casino showroom entertainment venues are built with the presumption of filling them with 

patrons who enjoy gaming.  This paper examines whether these hopes are supported empirically.  

Previous papers have found some evidence concert venues do increase casino revenue, but not 

enough to justify the large initial investment in the concert hall.  This research extends previous 

work on estimating the indirect gaming contributions of casino amenities by examining whether 

a showroom entertainment venue adds economic value to 2 non-Las Vegas casinos (the previous 

studies examined Las Vegas casinos).  Consistent with previous studies, the results of this 

regression analysis find concerts at these casinos do increase total daily coin in on the day of the 

concert, ceteris paribus, but fail to provide enough additional income from the coin in to justify 

using the showroom entertainment venue as a loss leader. 

 

 
 

INTRODUCTION 

 

Casino owners spend millions of dollars building large showroom entertainment venues 

in hopes of filling them with patrons who have an affinity for gaming.  The intent of this paper is 

to test whether their hopes are supported empirically.  Previous papers have found some 

evidence concert venues do increase casino revenue, but not enough to justify the large initial 

investment in the concert hall (Dandurand and Ralenkotter, 1985; Lucas, 2004; Roehl, 1996; 

Suh, 2011; Suh and Lucas, 2010).  This research extends previous work on estimating the 

indirect gaming contributions of casino amenities by examining whether a showroom 

entertainment venue adds economic value to 2 non-Las Vegas casinos (the previous studies 

examined Las Vegas casinos).  Further unique to this study, two sets of 2-year data are analyzed 

for each casino: one during the 2009 recession and one after.  In addition, independent variables 

are included in this model which are not included in previous studies. 

 

METHODOLOGY AND DATA 

 

The first casino analyzed is a large urban non-destination casino primarily frequented by 

local patrons, or by patrons who are passing through on the interstate.  This casino is referred to 

as ―casino 1‖ in this study.  The second casino is a rural destination resort mega-casino with 

numerous non-gaming amenities.  It relies primarily on patrons who drive an hour or more to the 

casino or on patrons who are passing through on the interstate.  This casino is referred to as 

―casino 2‖ in this study.  Two datasets will be tested for each casino.  The first dataset is daily 

coin in data (total daily wagers on slot machines in dollars) from May 1, 2011 until May 31, 

2013 (dataset 1).  The second dataset consists of daily coin in from May 1, 2009 until April 30, 

2011 (dataset 2).  Dataset 2 is during an economic recession and Dataset 1 is during a stronger 

economy.  One of the intents of this study is to determine if the concert hall brought in less 
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incremental daily coin in during the recession.  Daily table game revenue will not be tested since 

table game revenue is only 4% of total gaming revenue for both casinos (slot win is the other 

96%; slot win is wagers minus payouts).  The computer software package SPSS version 21.0 is 

used to conduct the regression analysis.    

 

The dependent variable for all four of the estimated time-series regression models is total 

daily coin in for the casino.  The independent variables of the models are day of the week, 

seasonality, and a linear trend variable.  Other independent variables are daily gas prices, 

sporting events, competing casino promotions, weather events, payday, actual daily hold 

percentage, electronic game count, holidays, local financial/economic conditions, casino 

promotions, and of course casino concerts.  All independent variables are binary (dummy 

variables) except for a few continuous variables: daily gas prices, daily actual hold percentage, a 

linear trend variable, electronic game count, and the proxy for local financial conditions (which 

is a local stock market index).  The key independent variable of the models is Concert.  It is a 

binary variable represented by a column of zeros and ones on the day of a concert.     

 

Regression analysis can be used to determine how much of the historical total coin in for 

that particular day was due to the concert on that day and how much was due to other 

factors.  For example, if total daily coin in on November 1, 2011 at the casino was $32 million, 

then the regression may indicate $29 million can be attributed to it being a Saturday ($12 million 

for the constant coefficient in the model plus $17 million for the Saturday coefficient), -$1 

million because it is a football day (this is bad for coin in), -$2 million because of weak local 

economic conditions, $1 million because gas prices went down, -$1 million because this is low 

season for the casino, $3 million because of the upward trend in coin in since the first day of the 

dataset, $1 million because it was payday, -$1 million because actual hold percentage for casino 

was high that day, and $3 million can be attributed to the concert the casino had on that day 

(these sum to total daily coin in of $32 million).  The estimated regression equation allows us to 

break down total daily coin in this way for each day of the year for the casino.  This way we can 

isolate the relationship between the concert and coin in while all along factoring in all other 

variables that affect total daily coin in for that day.   

 

As noted, it is difficult to conclude that one particular event caused an increase in daily 

coin in at a casino without accounting for other factors that could have increased coin in on that 

day.  This is the advantage of a regression model; to attempt to capture all factors which drive 

daily coin in at the casino.  After accounting for all factors, it is then possible to isolate a 

relationship between 2 particular variables.  A regression model does a good job of showing 

correlation between 2 variables such as a promotion and daily coin in, holding all other factors 

constant, but it is more challenging for a regression model to prove causation unless the 

causation is theoretically obvious.  Luckily such is the case with most of the correlations in these 

casino regression models.  For example, we know that a concert causes coin in and not the other 

way around (assuming those attending the concert knew of the concert before going to the casino 

that day).  Moreover, we know a holiday or a promotion drives coin in and not the other way 

around.  

 

There is a discrepancy between the regression model‘s estimate of total coin in for a 

particular day (say $13 million) and the actual total coin in for that day (say $12 million), and 



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

182 
 

this is called the model error ($1 million).  The model errors in this study are much lower than 

the standard deviation of daily coin in for dataset 1 and 2 in this study (about 75% lower), so the 

independent variables of the model as a whole are explaining a lot of the variation of daily coin 

in.  Some days in the historical dataset have a positive error and other days have a negative error.  

Over the entire historical dataset the daily errors should average out to zero, exhibit a normal 

distribution, and be uncorrelated over time.  The behavior and size of the errors determine the 

usefulness of the regression model to estimate coefficients and make predictions.   

 

The model daily errors in this study exhibit the desired traits and all the regression 

estimates in this study have an adjusted r-squared over 83%, meaning the model (or group of 

independent variables) explains over 83% of the variation in daily coin in at the casino.  Casino 1 

(urban casino) has adjusted r-squared of 89% for the more recent dataset and 84% for the older 

dataset (recession).  Casino 2 (rural mega-resort casino) has adjusted r-squared of 93% for the 

more recent dataset and 91% for the older dataset (recession).  Consistent with the high r-

squared, the F statistics of over 190 for all 4 datasets are significant at the .05 alpha level.  A 

scatterplot of the predicted values of daily coin-in and the studentized deleted residuals provided 

no material evidence of nonlinearity or heteroscadasticity.  Additionally, a scatterplot of the 

residuals over time provided no material evidence of heteroscadasticity.  A histogram of the 

residuals and a normal probability plot did not reveal a departure from a normal distribution.    

       

Another characteristic of a good regression model is there are no redundant independent 

variables, such as daily retail gas prices and daily crude oil prices.  Both of these variables are 

highly positively correlated, and only one of these variables should be included in the model.  No 

redundant variables are included in the regression models of this study as indicated by all 

independent variables having a variance influence factor (VIF) below 5.  Additionally, 

Mahalanobis distances were computed to detect multivariate outliers. The detection of four 

outlier dates resulted from this computation. Further investigation identified these outliers as 

adjacent to a holiday. The regression model is not overly fit as indicated by the ratio of over 730 

observations to 64 independent variables leaving plenty of observations for each independent 

variable. The Durbin Watson statistics of the original 4 estimated regressions were just above 1.0 

indicating some positive serial correlation. This is inertia from high and low coin in days spilling 

over into adjacent days.  An AR (1) variable (or lagged dependent variable) was added to each of 

the regression models and the positive serial correlation was no longer present.   Lastly, a unit 

root test indicated the daily coin in data are stationary.  

 

RESULTS 

The results of the regression analysis find a concert at the casino increases total daily coin 

in on the day of the concert by: $537,603 at casino 1 (urban casino) for dataset 1 (May 1, 2011 

until May 31, 2013); $150,657 at casino 1 for dataset 2 (May 1, 2009 until April 30, 2011); 

$686,156 at casino 2 (mega-casino resort) for dataset 1; and $772,482 at casino 2 for dataset 2; 

holding all other independent variables in the model constant.  The coefficients are statistically 

significant at the 95% confidence level in 3 of the 4 models.  For casino 1 (urban casino), dataset 

2 (recession) results are insignificant at the 95% confidence level.  Converting coin in to win 

(win is coin in minus payouts) yields an increase in total daily win at the casino from concerts of: 

$30,375 at casino 1 for dataset 1; $8,572 at casino 1 for dataset 2; $39,385 at casino 2 for dataset 
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1; and $46,426 at casino 2 for dataset 2; holding all other independent variables in the model 

constant.  Win is considered casino revenue.      

 

VALUE ADDED 

 

The estimated regressions find concerts have a significant effect on total daily revenue 

(or win) of the casino, but is it enough additional annual revenue to justify the large initial 

investment in the concert hall.  Casino 1 has an average of 28 concerts per year, which translates 

into $850,500 of additional revenue per year (28 * $30,375 of additional revenue per concert).  

Assuming a 25% operating profit margin for concerts means an increase in annual operating 

income of $212,625.  If the cost to build the concert hall is $10 million (a low estimate), the ROI 

from the additional slot machine win only is 2.13%.  Assuming the cost of capital of this casino 

is 10%, the additional slot machine win is not enough by itself to justify the $10 million 

investment in the concert hall.  As for casino 2, it has an average of 80 concerts per year, which 

translates into $3,150,800 of additional revenue per year (80 * $39,385 of additional revenue per 

concert).  Assuming a 25% operating profit margin for concerts translates into annual operating 

income of $787,800 from the additional coin in.  If the cost to build the concert hall is $10 

million, the ROI from the additional slot machine win is 7.89%.  Assuming the cost of capital of 

this casino is 10%, the additional slot machine win is not enough by itself to justify the $10 

million investment in the concert hall.  

 

Given the limited impact on the gaming floor from concerts at these 2 casinos, the casino 

managers should not solely rely on the gaming floor to provide all the necessary operating 

income to fulfill casino investors‘ required return on capital.  Instead the concert venue should be 

operated as a profit center in and of itself.  Effective branding and marketing strategies should be 

implemented along with yield management for ticket pricing to help achieve this.  Cross-

marketing with other casino amenities may boost operating profits as well.  Previous research 

has shown a positive and statistically significant relationship between showroom headcount and 

daily restaurant business volumes (Suh and West, 2010).  If the venue cannot be profitable as a 

stand-alone product, the space may be better suited for more slot machines or table games.  

Lastly, the model results find incremental revenue from concerts did drop off at the urban casino 

during the recent recession, but actually increased at the rural mega-resort casino during the 

recent recession.  This may be due to the urban casino having to compete with more economical 

entertainment options nearby, leading to fewer concert patrons at the urban casino during the 

recession.  The large rural mega-resort casino may have benefitted from the recession since 

fewer people flew to Las Vegas and may have stayed closer to home to gamble.   

 

FUTURE RESEARCH 

 

It would be beneficial to know what type of casino patron enjoys going to shows and then 

playing slots.  The casinos analyzed in this study have characterized their patrons into 4 different 

categories.  It is possible to estimate a regression model of daily coin in for each of the 4 

categories.  Perhaps showroom entertainment is particularly desirable to a certain category of 

player which would enhance the ability to profitably market concerts. 
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EXTENDED ABSTRACT 

 

Student loan debt has ballooned over the past decade. In the first quarter of 2003, about 

$241 billion in student loans were outstanding. As of the first quarter of 2013, the balance had 

increased to $986 billion, more than 4 times the 2003 level. The exponential growth in student 

loans looks unsustainable. The student loan bubble may pop if default rates on these loans 

increase over time. On September 16, 2013, Secretary Duncan of the U.S Department of 

Education announced that the FY 2011 national student loan two-year default rate was 10.0 

percent, almost doubled from 5.4% in 2001. 
1
 The enormous debt burden faced by graduates may 

undermine their ability to spend and invest and ultimately put the U.S. on a slower growth path.   

 

While the size of student loan debt and it‘s implications have received much publicity, 

little attention has been given to the student consumer who obtains the debt.  The purpose of this 

research was to fill this gap by focusing on college students and the relationship their financial 

literacy or knowledge, attitude towards debt, and decision-making style has with student debt. 

Student debt was operationalized using the two variables, the size of student loans and credit 

card misuse.  Student attitude towards debt was operationalized using the perceived costs and 

benefits of student loans.  Decision-making style was operationalized as the level of rationality 

involved in the student‘s day-to-day decision-making.  The following hypotheses were tested. 

 

H1A: A rational decision-making style will demonstrate a significant relationship with the size 

of student loans in that the higher the rationality used in decision-making, the lower the 

level of student loans.   

                                                           
1
 The cohort default rate is the percentage of borrowers who enter repayment in a fiscal year and default by the end 

of the next fiscal year. For details, see http://www2.ed.gov/offices/OSFAP/defaultmanagement/defaultrates.html. 
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H1B: A rational decision-making style will demonstrate a significant relationship with credit 

card misuse in that the higher the rationality used in decision-making, the lower the level 

of credit card misuse.   

 

H2A: The relationship between perceived benefits of student loans and the amount of student 

loan debt will be moderated by one‘s decision-making style. 

 

H2B: The relationship between perceived benefits of student loans and the incidence of credit 

card misuse will be moderated by one‘s decision-making style. 

 

H3A: The relationship between perceived costs of student loans and the amount of student loan 

debt will be moderated by one‘s decision-making style. 

 

H3B: The relationship between perceived costs of student loans and the incidence of credit 

card misuse will be moderated by one‘s decision-making style. 

 
The data for this study was obtained through an online survey available for students 

enrolled in junior and senior level undergraduate business courses at a mid- size AACSB 

accredited university. The sample size was 228 representing a response rate of 35.2%.  On 

average, students perceived the costs of debt at 3.91, higher than its benefits at 2.98. The mean 

for credit card misuse was 2.46. This showed that college students were somewhat cautious in 

using their credit cards.  
 

When testing hypotheses H1A, H2A, & H3A, three discriminant analyses were used 

because the level of debt was a categorical variable consisting of two groups (low debt or high 

debt). Hypothesis H1B, H2B, H3B were tested using two moderated multiple regression analyses 

(Cohen and Cohen, 1983).  In both instances, the dependent variable was credit card misuse.  In 

the first moderated multiple regression analysis, level of financial knowledge was entered first 

followed by decision-making style. In the next stage perceived benefits of student loans was 

entered followed by the interaction term between perceived benefits and decision-making style.   

The second moderated multiple regression analysis included level of financial knowledge first 

followed by decision-making style. Perceived cost of student loans was then entered followed by 

the interaction term.  

 

Results from testing hypotheses H1A & H1B showed a rational decision making style to 

influence credit card misuse but not the size of student debt.  As rationality increases with 

regards to day-to-day decision-making, the incidence of credit card misuse will decrease. Results 

from hypotheses H2A and H3A showed that decision-making style moderates the relationship 

between perceived benefits and size student loans as well as perceived benefits and credit card 

misuse. The influence decision-making style has on credit card misuse was greater for those who 

perceive higher levels of benefits from student loans.  Findings from the discriminant analysis 

are also consistent with this finding in that those who are in the lower debt group have a lower 

mean for the interaction between decision-making style and perceived benefits (mean=9.63) 

compared to those who are in the high debt group (mean=11.32).  Students will accumulate 

more debt if their decisions are less rational and they perceive more benefits from student loans.  
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ABSTRACT 

 

The forces of deregulation, advancing technology and general trend towards globalisation have 

vastly increased the competitive pressures within the financial services market that has in turn 

affected both the structure and operation of financial service providing firms like banks. Banks 

are providers of financial services, financial intermediaries and key participants in a nation's 

payment system. As such banks play a major role in the economy and in the financial well being 

of a nation. In India since 1992, deregulation, technology, and aggressive competition fostered 

more changes in the banking industry than it has experienced in its entire history. Precisely 

because of competition, providing financial services in an able manner requires an excellent 

marketing orientation. Banks now operate in a situation of keen competition in their financial 

service activities, whether it is canvassing of deposits, extending credit line or in selling 

ancillary services. With the liberalization of the banking sector and entry of more players, banks 

need to become market oriented with new and innovative schemes, at competitive prices 

available at the place the customer needs them and delivered with efficiency and quality of' 

service. 

 

Keywords: Marketing, Financial Services, Customer Satisfaction, Universal Bank. 

 

 
 

INTRODUCTION 

 

Indian Banking System, which is considered to be the back bone of Indian Financial 

System, is changing rapidly with the change in the economic environment of the country. The 

Indian economy is no longer a stagnant economy. It has already transformed into a fast growing 

economy. The Indian Financial System today consists of an impressive network of banks and 

financial institutions and wide range of financial instruments. Indian banking is an active 

participant in reshaping deregulated environment of Indian economy. The banks initiated a 

number of measures to respond to the changed environment of economy in addition to their 

traditional banking to fulfill the newly emerging demands and aspirations of the customers. The 

banks have introduced various innovative financial products and services like factoring, mutual 

fund, housing finance, venture capital finance, credit card, Lease financing , Loan syndication 

and other Merchant Banking Services etc.  
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With the opening up of the Indian economy and current thrust of the Indian government 

towards privatization. Competition is going to be tough and with financial liberalization under 

the WTO, banks in India will have to benchmark themselves against the best in the world. For a 

strong and resilient banking and financial system, therefore, banks need to go beyond peripheral 

issues and tackle significant issues like improvements in profitability, efficiency and technology, 

while achieving economies of scale through consolidation and exploring available cost-effective 

solutions. These are some of the issues that need to be addressed if banks are to succeed, not just 

survive, in the changing millennium. Due to globalization and liberalization our economy is 

opening its door for reforms.   The onset of universal banking will undoubtedly accelerate the 

pace of structural change within the Indian banking system. The financial institutions as a 

segment will essentially convert into banks. This can potentially impose a better corporate 

control structure on the firms, they can be sources of long-term finance, and they can contribute 

to real sector restructuring.  Thus Universal banking, in fact, provides for a cafeteria approach or, 

if one were to vary the metaphor, it would take on the role of a one-stop financial supermarket. 

Thus, the world of banking has assumed a new dimension at dawn of the 21
st 

century with the 

advent of tech banking, thereby lending the industry a stamp of universality. In general, banking 

may be classified as retail and corporate banking. Retail banking, which is designed to meet the 

requirement of individual customers and encourage their savings, includes payment of utility 

bills, consumer loans, credit cards, checking account and the like. Corporate banking, on the 

other hand, caters to the need of corporate customers like bills discounting, opening letters of 

credit, managing cash, etc. 

 

Metamorphic changes took place in the Indian financial system during the eighties and 

nineties consequent upon deregulation and liberalization of economic policies of the government. 

India began shaping up its economy and earmarked ambitious plan for economic growth. 

Consequently, a sea change in money and capital markets took place. Application of marketing 

concept in the banking sector was introduced to enhance the customer satisfaction the policy of 

privatization of banking services aims at encouraging the competition in banking sector and 

introduction of financial services. Consequently, services such as Demat, Internet banking, 

Portfolio Management, Venture capital, etc, came into existence to cater to the needs of public. 

An important agenda for every banker today is greater operational efficiency and customer 

satisfaction. The mew watchword for the bank is pretty ambitious: customer delight. 

 

FINANCIAL SERVICES OFFERED BY INDIA’S TOP RATED BANKS 

Services on offer ICICI IDBI SBI HDFC LIC 

Insurance Yes No Yes Yes Yes 

MF Yes Yes Yes Yes Yes 

Banking Yes Yes Yes Yes Yes 

Merchant 

banking 

Yes Yes Yes No No 

Broking Yes Yes Yes Yes No 
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Housing Yes No Yes Yes Yes 

Credit/debit 

cards 

Yes No Yes Yes No 

 

 

REVIEW OF LITERATURE 

 

Stiglitz (1985) points out that default risk generally decreases in the presence of banks‘ 

control over enterprises but the concern of banks might overshadow the profitability objective of 

enterprises. Banks‘ prime concern is the repaying ability of enterprises and not necessarily the 

maximization of enterprise profitability. Benston (1994) states that universal banks tend to be 

larger so that collapse of a single bank of this type could cause substantial distress in the 

financial system. When several of those large universal banks are to collapse, this will greatly 

increase the risk to the economy‘s payments system. At the sometime, it is more difficult to 

regulate universal banks because of their close and complex ties to businesses. Hence, financial 

regulators either have to regulate universal banks very tightly, thus hindering economic 

efficiency, or be faced with the possibility of a taxpayer bailout. Nguyen& LeBlanc (1998) 

explains satisfaction and service quality are positively related to value and that quality exerts a 

stronger influence on value than satisfaction. Yavas et al.,(2004) pinpoints that the ultimate 

success of any service quality programme implemented by a bank can only be gauged by 

creation and retention of satisfied customers. The role of customer-contact personnel in the 

attainment of these goals is of paramount importance. Therefore, in their efforts to deliver high 

quality services to their external publics (i.e. clients), banks should not ignore the specific needs 

of their internal publics, notably their customer-contact employees. Roy& Shekhar (2010) 

emphasize that the first-order factors obtained for trustworthiness of retail bankers are customer 

orientation, integrity and honesty, communication and similarity, shared values, expertise, and 

ability and consistency. The second-order confirmatory factor analysis resulted in three higher 

order factors namely, competency, openness and benevolence. 

 

RELEVANCE AND OBJECTIVES OF THE STUDY  

 

The present research paper is an attempt to study the marketing of contemporary financial 

services by State Bank of India as premier bank in Public Sector Banks to their customers under 

one roof. It is also an attempt to study the problems that come in the way of Public Sector Banks 

while they endeavor to offer Financial Services which are at par with international standards. 

The specific objectives of this research are as follows:  

1) To assess various aspects of financial services provided by the State Bank of India as 

Premier in Public Sector Banks. 

2) To assess the extent of use of services especially the IT enabled services in these banks. 

3) To determine and compare the extent of customer‘s satisfaction with quality of banking 

services on the basis of different constituent factors.  

 

 

http://www.emeraldinsight.com/search.htm?ct=all&st1=Ugur+Yavas&fd1=aut
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Hypothesis of the study 

 

The following hypotheses have been framed for the study:- 

1 H0:- There is no significant difference in the occupation and awareness level of customers. 

2H0:- There is no significant difference in the level of satisfaction and type of occupation. 

3H0:- There is no significant difference between the occupation and perception towards one stop 

shopping under single brands. 

4H0:- There is no significant difference between the occupation and time taken for sanctioning 

the Loan. 

5H0:- There is no significant difference between the occupation and perception towards quality 

of services. 

6H0:- There is no significant difference between the type of occupation and relationship with a 

banker. 

7H0:- There is no significant difference between the type of occupation and perception towards 

network facilities. 

 

Sources and methods of data collection 

 

Both the secondary as well as the primary data have been used in the present study. The 

secondary data have been collected from research papers in journals, articles in magazines, 

reports in newspapers and various websites from internet. The additional required information 

has been collected from the concerned reports of the banks. For the purpose of primary data, a 

well-structured questionnaire has been administered and served personally to each of the 

respondent, which constitutes our sample for this study. The stratified sampling method has been 

used for the purpose of sample and Punjab State has been selected on random basis. Personal 

discussions have also been conducted with various officers: Bank Managers, Assistant Bank 

Managers, Employees of various banks, SHGs (Self Help Groups), Financial and Technical 

Experts, Administrative and other who are having some direct or indirect interest in this topic.  

 

Sample size and sample design 

 

A sample of 300 customers of State Bank of India has been taken from the different places of 

Punjab on random basis. For the purpose of making the research more authentic, sample design 

has been made by taking the sample from different classes of the society i.e. Employees, Self 

Helping Groups, Professionals and Businessmen. Sample is further divided into Current Account 

holders, Saving Account holders, Recurring Account holders, Fixed Account holders and Holder 

having More than one Account.  300 customers have been taken in the following way: 

 

Sample Size = 300 

Employees 108 

SHGs 54 

Professionals 96 

Businessmen 42 
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TOOLS USED IN COLLECTION OF DATA 

  

The structured questionnaire has been prepared and administered to the respondents for 

collecting primary data in an organized and systematic manner. The nature of questions in the 

questionnaire is open ended as well as close ended and relevant information has also been 

gathered through interviews of top executives and also through the observation method.  

 

Data Analysis 
 

To achieve the objectives of the study, Tabulation method and chi-square as statistical techniques 

were applied on the data collected from different sources. 

 

Tabulation of data 

 

The responses to each of questions in the questionnaire are first tabulated respondent 

wise on a master sheet. The qualified data is quantified accordingly and tabulated to draw 

meaningful inferences. Thereafter, appropriate tables are prepared keeping in view the specific 

objectives of the study. The data were also statistically analyzed with the help of a leading 

statistical tool i.e. Chi-Square to analyze the association between the variables. 

 

The State Bank of India, the country‘s oldest Bank and a premier in terms of balance 

sheet size, number of branches, market capitalization and profits is today going through a 

momentous phase of Change and Transformation – the two hundred year old Public sector 

behemoth is today stirring out of its Public Sector legacy and moving with an ability to give the 

Private and Foreign Banks a run for their money. The bank is entering into many new businesses 

with strategic tie ups – Pension Funds, General Insurance, Custodial Services, Private Equity, 

Mobile Banking, Point of Sale Merchant Acquisition, Advisory Services, structured products etc 

– each one of these initiatives having a huge potential for growth. The Bank is forging ahead 

with cutting edge technology and innovative new banking models, to expand its Rural Banking 

base, looking at the vast untapped potential in the hinterland and proposes to cover 100,000 

villages in the next two years. It is also focusing at the top end of the market, on whole sale 

banking capabilities to provide India‘s growing mid / large Corporate with a complete array of 

products and services. It is consolidating its global treasury operations and entering into 

structured products and derivative instruments. Today, the Bank is the largest provider of 

infrastructure debt and the largest arranger of external commercial borrowings in the country. It 

is the only Indian bank to feature in the Fortune 500 list. The Bank is changing outdated front 

and back end processes to modern customer friendly processes to help improve the total 

customer experience. With about 8500 of its own 10000 branches and another 5100 branches of 

its Associate Banks already networked, today it offers the largest banking network to the Indian 

customer. The Bank is also in the process of providing complete payment solution to its clientele 

with its over 8500 ATMs, and other electronic channels such as Internet banking, debit cards, 

mobile banking, etc. The bank is also looking at opportunities to grow in size in India as well as 

internationally. It presently has 82 foreign offices in 32 countries across the globe. It has also 7 

Subsidiaries in India – SBI Capital Markets, SBICAP Securities, SBI DFHI, SBI Factors, SBI 

Life and SBI Cards - forming a formidable group in the Indian Banking scenario. It is in the 

process of raising capital for its growth and also consolidating its various holdings. Throughout 
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all this change, the Bank is also attempting to change old mindsets, attitudes and take all 

employees together on this exciting road to Transformation. State Bank of India (SBI) is the 

country's largest commercial bank, controlled by the government of India which maintains a 

stake of nearly 60 percent in SBI through the central Reserve Bank of India. It also operates the 

world's largest branch network, with more than 13,500 branch offices throughout India, staffed 

by nearly 220,000 employees. SBI is also present worldwide, with seven international 

subsidiaries in the United States, Canada, Nepal, Bhutan, Nigeria, Mauritius, and the United 

Kingdom, and more than 50 branch offices in 30 countries.  

 

Long an arm of the Indian government's infrastructure, agricultural, and industrial 

development policies, SBI has been forced to revamp its operations since competition was 

introduced into the country's commercial banking system. As part of that effort, SBI has been 

rolling out its own network of automated teller machines, as well as developing anytime-

anywhere banking services through Internet   and   other   technologies.  SBI also   has   taken 

advantage   of the deregulation of the Indian banking sector to enter the banc assurance, assets 

management, and securities brokering sectors. In addition, SBI has been working on reigning in 

its branch network, reducing its payroll, and strengthening its loan portfolio. 

 

 

FINANCIAL SERVICES OF SBI (AT A GLANCE) 

 Mutual Funds 

 Merchant Banking 

 Wealth Management 

 Treasury Services 

 International Banking 

 Correspondent Banking 

 Forex Funding 

 Corporate Banking    

 Project Finance 

 Working Capital 

 Corporate term loan 

 Structural Finance 

 Dealer Finance 

 Channel Finance 

 Equipment leasing 

 Loan Syndication 

 Financing Indian overseas   

     subsidiaries/ joint ventures 

 Depository                

 ASBA- IPO/FPO 

 Brokerage services 

 Life insurance 

 Non- life insurance 

 Debit Cards 

 Credit Cards 

 Internet banking 

 Mobile Banking 

 Share Trading 

 E-Tax payments 

 Bills payment 

 Money Transfer through 

     RTGS/NEFT 

 
 

 

ANALYSIS AND INTERPRETATION 

 

 Banking operations are becoming increasingly customer dictated. The demand for 

'banking super malls' offering one-stop integrated financial services is well on the rise. The 
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ability of banks to offer clients access to several markets for different classes of financial 

instruments has become a valuable competitive edge. Convergence in the industry to cater to the 

changing demographic expectations is now more than evident. Bancassurance and other forms of 

cross selling and strategic alliances have alterered the business dynamics of banks and fueled the 

process of consolidation for increased scope of business and revenue. The thrust on farm sector, 

health sector and services offers several investment linkages. In short, the domestic economy is 

an increasing pie which offers extensive economies of scale that only large banks will be in a 

position to tap. With the phenomenal increase in the country's population and the increased 

demand for banking services; speed, service quality and customer satisfaction are going to be 

key differentiators for each bank's future success. Thus it is imperative for banks to get useful 

feedback on their actual response time and customer service quality aspects of retail banking, 

which in turn will help them take positive steps to maintain a competitive edge. 

 

 The working of the customer's mind is a mystery which is difficult to solve and 

understanding the nuances of what perception the customer has to attain satisfaction is, a 

challenging task. This exercise in the context of the banking industry will give us an insight into 

the parameters of customer satisfaction and their measurement. This vital information will help 

us to build satisfaction amongst the customers and customer loyalty in the long run which is an 

integral part of any business. The customer's requirements must be translated and quantified into 

measurable targets. This provides an easy way to monitor improvements, and deciding upon the 

attributes that need to be concentrated on in order to improve customer satisfaction. We can 

recognize where we need to make changes to create improvements and determine if these 

changes, after implemented, have led to increased customer satisfaction. 

 

Table 1: CUSTOMER’S AWARENESS ABOUT SBI’S FINANCIAL SERVICES  

(FOR ALL RESPONDENTS) 

 

 

 

 

 

 

 

Source: Primary Data 

 

Table 1 pinpoints about the awareness of the customers about SBI‘s Financial Services. Out of 

the total respondents, Majority i.e. 60% of the sample respondents have expressed about their 

knowledge and willingness towards financial services of State Bank of India while 40% of 

sample respondents are not aware about the recent concept. 

 

1 H0 :- There is no significant difference in the occupation and awareness level of 

customers. 

 

  

Particulars No. of Respondents % 

Yes 180 60 

No  120 40 

Total 300 100 
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Table 2: CUSTOMER’S AWARENESS ABOUT SBI’S FINANCIAL SERVICES 

 (OCCUPATION WISE) 

Responses from Respondents 

Occupation 

YES NO 

Total Observed 

(Expected) 

Observed 

(Expected) 

Employee 54 (65) 54 (43) 108 

SHG 42 (32) 12 (22) 54 

Professional 51 (58) 45 (38) 90 

Businessmen 36 (25) 6 (17) 42 

Total 180 120   

C.V. of Chi-square= 26.32 , D.o.f = 3 , T.V. = 7.81 at 5% level of significance 

  

Source: Primary Data 

 

Table 2 pinpoints the opinion of the customers about the financial services of SBI. Out of 

the respondents Majority i.e. 86% of the Business class have mentioned that they are aware and 

willing to avail the services provided by State Bank of India under one roof and 50% of the 

employees have expressed the services are reasonable. 78% of the SHG members and 50% of the 

professionals have expressed their awareness about the services of SBI while 14% of the 

Business class have expressed that they don‘t know about universal banking services of SBI. So, 

the variations have been found in the level of awareness according to the occupation of 

customers. Chi-square Test also supports the same by rejecting the null hypothesis. Since, the 

Calculated Value (26.32) of Chi-square is greater than tabulated value (7.81) , we reject H0 in 

favour of H1 and conclude that there is a significant variations in the awareness level according 

to the occupation. 

 

Table 3: SOURCE OF AWARENESS ABOUT FINANCIAL SERVICES 

(FOR ALL RESPONDENTS) 

 

 

 

 

 

 

 

Source: Primary Data 

  

Particulars No. of Respondents % 

TV 60 20 

Internet 90 30 

Family Friend 60 20 

Newspaper 50 17 

Dealer/Agent 40 13 

Total 300 100 
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 Table 3 apparently shows that Majority i.e. 30% out of the total respondents get to know 

about Financial Services of SBI from the internet, followed by TV 20% and Family Friends 

20%.  It also shows the interest of the customers about e-banking or mobile banking because 

most of the customers want to avail banking services at their door steps. 

 

Table 4: CUSTOMER SATISFACTION FROM E-BANKING SERVICES 

(FOR ALL RESPONDENTS) 

 

        

 

 

 

 

Source: Primary Data 

 

The above table 4 shows the customers‘ opinion on the satisfaction from the e-banking 

services of SBI. Out of the total respondents, Majority i.e. 60% of the customers of SBI are 

satisfied about the e-banking services of SBI, followed by 26% of the respondents who have 

expressed their convenience in transacting with public sector banks after their universalisation as 

it is easy to conduct their all transaction at one place and in efficient manner that is accurate and 

time saving. The chart also shows that customers are fully ―Satisfied‖ and enjoy convenience 

with regard to e-banking services of SBI. 

 

2H0:- There is no significant difference in the level of satisfaction and type of Occupation. 

 

Table 5: CUSTOMER SATISFACTION FROM E-BANKING SERVICES 

(OCCUPATION- WISE) 

Resposes From Respondents 

Particulars 

Fully  

satisfied 

Observed                

( Expected) 

Satisfied 

Observed 

(Expected) 

Neutral     

Observed 

(Expected) 

Dissatisfied  

Observed   

(Expected) 

Fully 

Dissatisfied    

Observed  

(Expected) 

Total 

Employee 66 (65) 20 (17) 6 (9) 8 (11) 5 (6) 108 

SHG 24 (32) 10 (8) 6 (5) 8 (5) 5 (4) 54 

Professional 66 (58) 10 (15) 6 (8) 9 (10) 5 (5) 96 

Businessmen 24 (25) 6 (6) 7 (3) 5 (4) 4 (4) 42 

Particulars No. of Respondents % 

Not Satisfactory 0 0 

Satisfactory 180 60 

Commercial 78 26 

More Convenient 42 14 

Total 300 100 
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Total 180 46 25 30 19 300 

C.V. of Chi-square= 15.915 , D.o.f = 12 , T.V. = 21.026 at 5% level of significance  

Source: Primary Data 

 

The above table 5 indicates the customer‘s satisfaction from e-banking services of SBI. 

Since the Calculated value i.e. 15.915 is less than Tabulated Value i.e. 21.026 at 5% level of 

significance. Hence, we accept H0 and conclude that there is no difference in the level of 

satisfaction and the type of occupation they posses. Out of the total respondents, Majority 

i.e.69% of the professionals and 66% of the employees are fully satisfied with the e-banking 

services of SBI. 57% of the business class and 44% of the SHG members are satisfied with the e-

banking services as it complies with the requirements. According to the above table, overall, 

majority i.e. 75% of respondents are found to be satisfied. So, there is no relation in satisfaction 

level and type of occupation and chi-square value also supports the same.  

 

Table 6: ONE STOP SHOPPING UNDER A SINGLE BRAND  

(FOR ALL RESPONDENTS) 

 

 

 

 

 

 

 

 

 

Source: Primary Data 

 

Table 6 reveals that Universal Banking of SBI is an accepted model in India from the 

view point of its unique features like one stop shopping under one brand name, low transaction 

cost, economies of scale etc. while collecting primary data from the sample it is reviewed that 

20% sample size prefer universal banking due to its better investment management under a 

single brand name, 30% respondents liked it due to low transaction cost, 33% respondents 

preferred it due to its multi functional services and 17% respondents believe that economies of 

scale can only be availed by the banker. 

 

3H0:- There is no significant difference between the occupation and perception towards one 

stop shopping under single brands. 

Table 7: ONE STOP SHOPPING UNDER A SINGLE BRAND 

(OCCUPATION WISE) 

Particulars No. of Respondents % 

Better Investment 

Management 

60 20 

Low Transaction Cost 90 30 

Easy Marketing for 

Multi Products 

100 33 

Economies of Scale 50 17 

Total 300 100 
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Responses from Respondents 

Occupation Better Investment 

Management          

Observed 

(Expected) 

Low 

Transaction 

Observed 

(Expected) 

Multi Products 

Marketing  

Observed 

(Expected) 

Economies of 

Scale           

Observed 

(Expected)  

Total 

Employee 40 (49) 26 (18) 12 (22) 30 108 

SHG 30 (24) 6 (9) 6 (11) 12 54 

Professional 60 (44) 12 (16) 18 (19) 6 96 

Businessmen 6 (19) 6 (7) 24 (8) 6 42 

Total 136 50 60 54   

C.V. of Chi-square= 26.32 , D.o.f = 3 , T.V. = 7.81 at 5% level of significance  

Source: Primary Data 

 

Table 7 reveals that Universal Banking of SBI provides better investment management as 

compare to normal commercial banking which can be seen from the table that Majority i.e. 63% 

respondents prefer Universal Banking due to better investment practices by their bankers, 

followed  by 56% SHG and except employees nobody believes that it has a very low transaction 

cost. However 58% of business man prefer it due to the Multi Product Marketing. Hence, 

Employees, SHG and Business man have different perception towards one stop shopping. Chi-

square value also supports the same by rejecting the H0(C.V.> T.V.). It is safely concluded that 

there is a wider difference in perception towards one stop shopping according to the occupation 

of the respondents. 

 

Table 8: PREFERNCE FOR MULTI SERVICES  

(FOR ALL RESPONDENTS) 

 

 

 

 

 

 

 

Source: Primary Data 

Table 8 highlights the Customer preference for multi services of SBI. Out of the total 

respondents, Majority i.e. 33% of the customers are preferred the Housing Loan Facilities and 

30% of the respondents like Retail Loan services of SBI, as most of the customers preferred to 

avail  these  services from Public Sector Banks. 14% of the customers are satisfied about Mutual 

Particulars No. of Respondents % 

Retail Loans 90 30 

Housing Loans 100 33 

Mutual Funds 40 14 

Credit Cards 30 10 

Insurance 40 13 

Total 300 100 
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Fund Services of SBI. 10% of the customers are satisfied about Credit Card service of the bank 

and 13% respondents switch from the NBCs to SBI Life for insurance products.  

 

Table 9: TIME TAKEN FOR SANCTIONING LOANS 

(FOR ALL RESPONDENTS) 

 

 

 

 

 

 

 

 

Table 9 highlights the customer‘s opinion on the time taken for sanctioning the loan. Out 

of total respondents, Majority i.e. 56% of the sample respondents are of opinion that the time 

taken for sanctioning the loan is reasonable but 44% respondents feel that time taken for 

sanctioning loan is not reasonable because the formalities are more in the public sector banks as 

compare to private sector banks. 

 

4H0:- There is no significant difference between the occupation and time taken for 

sanctioning the Loan. 

Table 10: TIME TAKEN FOR SANCTIONING LOAN 

(OCCUPATION WISE) 

Responses from Respondents 

Particulars 

Yes               

Observed 

(Expected) 

No                

Observed 

(Expected) 

Total 

Employee 54 (58) 54 (50) 108 

SHG 42 (29) 12 (25) 54 

Professional 48 (52) 48 (44) 96 

Businessmen 18 (23) 24 (19) 42 

Total 162 138 300 

C.V. of Chi-square= 18.125 , D.o.f = 3 , T.V. = 7.814 at 5% level of significance  

Source: Primary Data 

 

Table 10 shows the customers opinion about the time taken for sanctioning the loan. Out 

of the respondents, Majority i.e. 78% of the SHG members and 50% of the employees have 

mentioned that the time taken for sanctioning the loan is reasonable. 57% of the business class 

has stated that the time taken for sanctioning the loan is lengthier. Business class feels that the 

formalities are more for obtaining the loan so the processing time is taken more. Hence, 

occupation is the significant factor which is taken care by Banker‘s and the procedures and 

formalities varies with the occupation. While testing, observed results are found to be correlate 

Particulars No. of Respondents % 

Yes  

(Reasonable) 

168 56 

No 

 (Not Reasonable) 

132 44 

Total 300 100 
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with the expected results. Since C.V (18.125)  of Chi-square is greater than T.V (7.814), Hence 

we reject H0 in favour of H1 and conclude that there is a significant relationship in occupation 

and time taken for sanctioning a loan. 

 

Table 11: QUALITY OF SERVICES 

(FOR ALL RESPONDENTS) 

 

 

 

 

Source: Primary Data 

 

Table 11 reveals the customers opinion on the quality of improvement of Financial 

Services providing by SBI. Out of the total respondents, Majority i.e. 82% of the sample 

respondents have mentioned that the financial services of SBI has improved the quality. 18% of 

the sample respondents have expressed their opinions that SBI is still unable to cope up with 

international standards of banking and failed to provide the quality services to their customers.   

 

5H0:- There is no significant difference between the occupation and perception towards 

quality of services. 

 

Table 12: QUALITY OF SERVICES 

(OCCUPATION WISE) 

Responses From Respondents 

Particulars 

Yes                  

Observed 

(Expected) 

No                     

Observed 

(Expected) 

Total 

Employee 90 (89) 18 (19) 108 

SHG 48 (44) 6 (10) 54 

Professional 66 (79) 30 (17) 96 

Businessmen 42 (34) 0 (8) 42 

Total 246 54 300 

C.V. of Chi-square= 25.03 , D.o.f = 3 , T.V. = 7.81 at 5% level of significance  

Source: Primary Data 

 

The Table 12 classifies the customer‘s opinion on quality of services. Out of total 

respondents Majority i.e. 89% of the SHG and 83% of the employees have expressed that State 

Bank of India has improved the quality of services. 17% of the employees and 11% of SHG 

members have expressed that the State Bank of India has not improved the quality of services. 

Particulars No. of Respondents % 

Yes 246 82 

No  54 18 

Total 300 100 
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Chi-Square value supports the data by rejecting the H0. Since the Calculated Value is greater 

than Tabulated Value, we reject H0 in favour of H1 and conclude that there is a significant 

difference between the occupation and perception towards quality of services. 

 

Table 13: CUSTOMER RELATIONSHIP MANAGEMENT 

(FOR ALL RESPONDENTS) 

 

 

 

 

Source: Primary Data 

 

Table 13 shows that the customers opinion on the relationship with the banker. Out of the 

total respondents, Majority i.e. 80% of the sample respondents have expressed that they have 

good relationship with the banker and 20% condemned the customer relationship management of 

the SBI as public sector banks. 

 

6H0:- There is no significant difference between the type of occupation and relationship 

with a banker. 

Table 14: CUSTOMER RELATIONSHIP MANAGEMENT 

(OCCUPATION WISE) 

Responses From Respondents 

Particulars 

Yes                  

Observed 

(Expected) 

No                     

Observed 

(Expected) 

Total 

Employee 84 (87) 24 (21) 108 

SHG 54 (43) 0 (11) 54 

Professional 66 (77) 30 (19) 96 

Businessmen 36 (33) 6 (9) 42 

Total 240 60 300 

C.V. of Chi-square= 23.523 , D.o.f = 3 , T.V. = 7.81 at 5% level of significance  

Source: Primary Data 

 

Table 14 classifies the opinion of the customers on relationship with the banker. Since the 

Calculated value i.e. 23.523 is greater than Tabulated Value i.e. 7.81 at 5% level of significance. 

Hence, we reject H0 in favour of H1 and conclude that relationship with the banker is affected 

with the type of occupation the customer carries. 

 

Out of the total respondents, Majority i.e. 100% of SHG members and 78% of employees 

have expressed their opinion about relationship with the banker and bank‘s CRM, as they meet 

Particulars No. of Respondents % 

Yes 240 80 

No  60    20 

Total 300 100 
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their customer‘s needs and requirements immediately. 31% of the employees have expressed that 

their relationship is not good with the banker. 

  

Table 15: FACILITIES OF NETWORKING 

(FOR ALL RESPONDENTS) 

 

 

 

 

 

 

 

 

 

 

Source: Primary Data 

 

Table 15 tabulates the customer‘s opinion on facilities of networking within and outside 

the branch. Out of the total respondents, Majority i.e. 40% of the respondents have mentioned 

that they have deposited a cheque or cash for credit into their account. 20% of the sample 

respondents have obtained the cash payment out of his account by offering a cheque and another 

20% of the respondents have deposit the cash into account of some other person who has account 

an interlinked. 16% of sample respondents were made enquiries about the balance. 

 

7H0:- There is no significant difference between the type of occupation and perception 

towards network facilities. 

Table 19: FACILITIES OF NETWORKING 

(OCCUPATION WISE) 

Responses from Respondents 

Occupation 

Enquiries      

Observed 

(Expected) 

Cash 

Payments 

Observed 

(Expected) 

Cheque 

Deposited 

Observed 

(Expected) 

Cash or Cheque 

deposited in 

linked branch            

Observed 

(Expected) 

Total 

Employee 30 (17) 18 (22) 18 (43) 42 (26) 108 

SHG 0 (9) 24 (11) 24 (22) 6 (12) 54 

Professional 18 (15) 12 (19) 48 (38) 18 (24) 96 

Businessmen 0 (7) 6 (8) 30 (17) 6 (10) 42 

Total 48 60 120 72   

C.V. of Chi-square= 88.72 , D.o.f = 9 , T.V. = 16.91 at 5% level of significance  

 

Source: Primary Data 

Particulars No. of Respondents % 

Enqui 

ries 

48 16 

Cash Payments 60 20 

Cheque deposited 120 40 

Cash deposited in linked 

branch 

60 20 

Cheque deposited in 

linked branch 

12 4 
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Table 19 pinpoints the customer‘s opinion on the facilities of networking. Since the 

Calculated value i.e. 88.72 is greater than Tabulated Value i.e. 16.91 at 5% level of significance. 

Hence, we reject H0 in favour of H1 and conclude that perception towards network facilities 

varies from occupation to occupation.  

Out of the total respondents, Majority i.e. 71% of the business class and 50% of the 

professional, 44% of the SHG  members have deposited a cheque or cash for credit into their 

account and they were satisfied, 33% of the employees have deposited the cash into account of 

some other person who has account in an interlinked the branch. 

 

CONCLUSION 

Finance has very close ties with most people. Numerous financial products and services 

have penetrated our lives. The globe is ever-changing and financial products and services have to 

keep up with the pace of people‘s demand. Banks, which assume a leading position in most 

financial systems, have to be prepared for the growing need of their customers. In some 

countries, universal banks, which offer a wide range of financial services, have proved 

responsive to customer demand and helpful in facilitating economic developments. 

 

India‘s financial sector is relatively bank-oriented, and banks are the primary supplier of 

financial services. With the regulatory allowance for universal banking, Indian banks continue 

to expand its coverage of financial services in response to customer demand and profitability 

concerns. In countries with universal banking system, banks usually serve as an important 

source of external finance for enterprises. India‘s banking sector follows closely the global trend 

of financial developments. It is believed that the concept of financial supermarkets could play a 

significant role in future given that an increasing number of transnational companies have been 

set up in the region and also by the opening of Indian Banking sector to foreign players. 

 

SUGGESTIONS TO IMPROVE THE SYSTEM 

 

 There is need to review and amend the provisions of RBI Act, Banking Regulation Act, 

State Bank of India Act etc. so as to bring them on the same line of current banking 

needs. 

 

 The Universal banking model (providing multi services at one stop) is not so popular in 

India due to the rigidity of norms. The RBI should take the initiative to cater the needs of 

the market and encourage DFIs to enter into banking business. 

 

 Government should consider raising the prescribed capital adequacy ratio to improve the 

inherent strength of banks and to improve their risk taking ability. 

 

 Every bank should take precautions to keep customers experience safe. It should take 

continued efforts to safeguard the interest of customers. 
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 The study revealed that there is a lack of awareness among the masses about Universal 

Banking model i.e. providing multi financial services under one roof. The bank should 

provide more customer awareness and need of transparency in their dealings. 

 The bank should provide more convenient international transactions which means 

internet along with general trends. 

 All banks should provide digital certification procedure as it helps the customers data that 

they receive from the correct system. 

 The banks should come up with innovative ways of services at the door step of 

customers, this may be a costly affair, but will surely give positive results in the long run. 

 The banks should take the initiative of training the advisors about the new schemes from 

time to time which also makes the advisors connected to the bank. 

 The banks should also emphasis on the monitoring of EMI which directly relates to the 

returns of a loan amount. 

 The bank should come up with proper fixed deposit plans at this point of time where the 

market is highly volatile and the investors become very cautious at this level. 

 The banks should use brand ambassadors for example the CEO‘s of major companies 

where the company allocate the funds. This will probably ensure proper results. 

 The banks should focus on the advertising strategy and also the marketing of the bank 

product. 

 The idea of 'one stop shopping' saves a lot of transaction costs and increases the speed of 

economic activities. It is beneficial for the bank as well as customers. 

 

 With the increasing degree of deregulation and exposure of banks to various types of 

risks, efficient risk management systems have become essential. 

 

RECOMMENDATIONS 
 

On the basis of findings of the study the following are the steps suggested for improving the 

financial services of Indian public sector banks: 

 Develop Interpersonal Skills through Proper Training: Training is one of the key 

areas in banking sector. Mostly banking sector companies are limiting sales force training 

to product knowledge and selling skills. Banks should also concentrate on developing 

interpersonal skills as all the customers who they deal are human beings. Moreover, 

combination of classroom and on the job training is ideal especially for newly recruited 

bank loan officers. They have complete knowledge of their product and its varieties to be 

marketed. 

 Technological Support: Universal banking is highly technology-intensive in nature, 

because of the large volumes of business, the need to provide instantaneous service to the 

customers at large, faster processing, maintaining database, etc. All information may be 

made through E-banking. 

 Strategic Cost Management: In addition to application of advanced I.T.-enabled 

technologies the following cost reducing strategies would help in enhancing the 

profitability from various financial services of banks: 

 Tie-up arrangement with other players in the volume chain, 

 Strategic sharing of resources by different players  
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 Creation of in-house facilities for undertaking certain special assignments to minimize 

transaction cost. 

 Market Research and Market Intelligence: For taking leadership in the Universal 

Banking segment, public sector banks need to develop a strong market research and 

market intelligence system. This will help to create and maintain a huge and updated 

customer data-base, so as to enable developing a customized range of products and 

services suited to various customer groups. 

 Enterprise CRM: To survive and prosper in today‘s financial market of cut-throat 

competition; customer-centricity has become a strategic imperative. The application of 

the concept on the entire organization as well as the customer touch-points gives rise to 

―Enterprise Customer Relationship Management‖. It is a cyclical, closed-loop business 

process, which seeks to identify, maintain, and enlarge the ―best‖ customers of an 

organisation and also to drive its business growth and profitability through creation of 

life-time value and long-standing relationships with such customers.  

 Product Innovation: Product innovation continues to be yet another major challenge. 

Even though, bank after bank is coming out with new products, not all are successful.  

The test of innovation is that it creates value; novelty creates only amusement. Banks, 

therefore, need to innovative product suiting the needs and requirements of different 

types of customers. It should be a continuous process. 

 Business Process Re-engineering: Business Process Re-engineering is yet another key 

requirement for banks to handle the growing Universal Banking Portfolio. Simplified 

processes and aligning them around delivery of customer service, impinging on reducing 

customer touch points, are of essence. A realization has to be put on place that 

automating the inefficiencies will not help anyone and continuing the old processes with 

new technology would only make the organization as yet expensive one. Workflow and 

document management should be integral part of process change. The documentation 

issues have to remain simple, both in terms of documents to be submitted by the customer 

at the time of loan application, and those to be executed upon sanction. The procedure 

should be simplified.  

 Rural Orientation: As of now, action that taking place on the Universal Banking front is 

by-and-large confined to metros and big cities. There is still a vast market available in 

rural India, which remains yet untapped. Multinational Corporations as manufacturers 

and distributors, have already taken the lead in showing the way by coming out with 

exquisite products, packaging and promotion to penetrate the rural retail segment in a big 

way. 
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ABSTRACT 

 

Indian economy is a service based economy and retail segment is one of the lucrative industries. 

This paper explores the shopping mall motivation of Indian consumers. A segmentation 

approach is used for studying the utilitarian and hedonic motivations of consumers during mall 

shopping at retail outlets. The impact of the mall attractiveness factors on the consumer 

segments formed on the basis of shopping mall motivations has been analyzed.  

 

 
 

INTRODUCTION 

 

India is among the most lucrative investment destination for global retailers. The Indian 

retail segment accounts for 22 per cent of the India's GDP and 8 per cent to the total employment 

in India. Indian retail sector‘s worth in 2012 is US$ 350 billion and it is growing at a CAGR of 

15% - 20% at present, as per a PricewaterhouseCoopers research report. The growth of 

consumerism has been an adjunct to different formats of retailing leading to change in consumer 

motives. Traditional format of retail in India had the primary purpose of catering to convenience 

and utility needs of the shopper. Shopper‘s behavior has also seen a shift; from their need of only 

utility they have now started looking for much more while shopping. The attraction towards 

malls is motivated by convenience, amusement, and assortment. Entertainment malls have been 

identified to present a competitive edge over other malls (Taneja 2007). To cater to varying 

consumer needs, malls have developed and their one stop convenience has stretched to include 

service outlets as well as entertainment providers. The present study aims at identifying the 

motivations that the current shoppers have while shopping in the malls. There are different kinds 

of shoppers on the basis of the shopping motivations. 

 

SHOPPING MALL MOTIVATIONS 

 

Mowen (1995) defined Motivation as, ―the drive, urge, wish, or desire that leads to a 

goal-oriented behavior‖. Mall shopping motivations vary from utilitarian motivation to hedonic 

or experiential motivation (Bloch et al., 1994; Roy 1994; Kang et al., 1996). Shoppers with 

utilitarian motivations may visit shopping malls only for the product(s) they want to purchase. 

Utilitarian motivation involves satisfaction of functional or economic needs of the customers 

(Babin et al., 1994). This form of motivation is often characterized as duty related and based on 

reason i.e. rational (Batra & Ahtola 1991). As per Tauber (1972) utilitarian shoppers are the 

shoppers which enter the mall with the purpose of purchasing particular products. They do not 

notice the other products and pay no attention towards the beautification of the mall. Such 

elements are considered ―irrelevant‖ for them and for their shopping objectives and motives 
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(Fischer and Arnold 1990). Babin et al., (1994) gave the two utilitarian motivation sub-scales 

viz. Achievement shopping and Efficiency shopping. According to Jones et al., (2006) shoppers‘ 

with utilitarian motivations shop only if there is a requirement. As per the works of Guido 

(2006), utilitarian shoppers shop at places that are closest to them (convenience shopping). Such 

kind of consumers feel satisfied only if they complete their task (achievement shopping). 

Ballantine et al., (2010) found that atmospheric cues have an influence on the hedonic retail 

experience.   

The hedonic shopping motivations has been acknowledged and examined as a form of 

excitement, escapism, arousal, joy, festive, adventure fantasy, etc. (Babin et al., 1994; Fischer & 

Arnold  1990). Babin et al., (1994) had further elaborated that the hedonic aspect of shopping 

practice reflects the potential entertainment and emotional worth attached with shopping. Arnold 

and Reynolds (2003) worked on motivations that were primarily hedonic and non-product in 

nature. They identified and confirmed six broad categories of hedonic shopping motivations. 

These were adventure shopping where an individual seeks stimulation, adventure, and feelings of 

being in a different world, social shopping which focuses on enjoyment aspect of shopping with 

friends and family as well as socializing while shopping and making bonds with others, 

gratification shopping was meant for relieving stress and alleviating a negative mood to feeling 

better or giving oneself a special treat, idea shopping is done with the intension of keeping up 

with trends and fashion and looking for new products and innovations, role shopping reflects the 

enjoyment that comes as a consequence of shopping for others and value shopping reflecting 

shopping done during sales , enjoyment in looking for discounts and bargains. Miranda (2009) 

inferred that hedonic values of consumer motivations vary for different products categories. 

O‘Brien (2010) concluded that in the e-commerce environment Adventure Shopping, 

Gratification Shopping and Achievement Shopping Motivations have roles in engaging user 

experiences. Kang et al., (2010) found relationship between fashion innovativeness and hedonic 

shopping motivations. Westbrook and Black (1985) had presented seven dimensions of shopping 

motivations. These were anticipated utility, role enactment, negotiation, choice optimization, 

affiliation, power and authority and stimulation. Cardoso et al., (2010) identified seven shopping 

dimensions: ―Pleasure and gratification shopping‖, ―Idea Shopping‖, ―Social Shopping‖, ―Role 

shopping‖, ―Value Shopping‖, ―Achievement‖ and ―Efficiency‖. This fact contributes to the 

validation of this motivations framework showing its application on different contexts. Wagner 

et al., (2010) proposed three hierarchal level of shopping motivation purpose-specific, activity-

specific, and demand-specific shopping motivation.   

Various studies were also done to study the gender differences on the basis of shopping 

motivations. Seock and Nicki (2008) found that males and females have different shopping 

orientations and apparel retail store evaluation criteria. Shopping orientation and apparel retail 

store evaluation criteria also varied across the age groups. Jen-Hung and Yang (2010) in found 

that male adolescents had significantly more positive attitudes toward online shopping on 

utilitarian motivations where as female adolescents had more emphasis on hedonic motivations. 

Delafrooz et al., (2010) in their results indicated that utilitarian orientation, convenience, price, 

and a wider selection influenced consumers‘ attitudes towards online shopping. The researches 

have previously used the motivations as the basis for segmenting the customers for different 

geographical areas.  Devdas and Manohar (2012) in their study indicated that both male and 

female consumers indicated a preference for a particular trait (entertainment factor) when it 

comes to shopping value of a mall.   
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CUSTOMER SEGMENTATION 

 

Understanding the customer and their shopping behaviour is of great importance. Market 

segmentation is an important tool for marketers to understand their customers. Dibb (1998) 

found that to have better understanding of customer shopping behaviour, Marketers group 

consumers with similar requirement and buying behaviour into segments. Previous researchers 

have segmented the consumers based on their shopping motivations. Arnold and Reynolds 

(2003) divided the consumers into five shopper segments based on the consumers‘ hedonic 

shopping motivations that consist of six factor scales, adventure, gratification, role, value, social 

and idea shopping motivations. These were the Minimalists, the Gatherers, the Providers, the 

Enthusiasts, and the Traditionalists. Ruiz et al., (2004) segmented shopping mall‘s customers on 

the basis of the activities they carried out during their visit to the malls. Four distinct segments of 

shoppers were revealed these were; the recreational shopper, full experience shopper, browser 

and mission shopper. Jamal et al., (2005) examined the reasons for consumers shopping in Doha, 

Qatar. Six homogeneous groups were identified these were socializing shoppers, disloyal 

shoppers, independent perfectionist shoppers, escapist shoppers, apathetic shoppers and budget 

conscious shoppers.  Kim (2006) conducted a study on inner city consumers and segmented 

customers into five clusters on the basis of hedonic and utilitarian shopping motivations. These 

were alpha shopper, economic shopper, beta shopper, functional shopper and mission specialist.  

Gilboa (2009) on the basis of behavior of consumers like visiting patterns, motivations 

for trips to the mall and activities engaged in during the visit; segmented four groups of 

customers viz.  Disloyal, Family Bonders, Minimalists and Mall Enthusiasts can be formed. 

Cardoso et al., (2010) grouped consumers into five categories ―Social shopper‖, ―Dynamic 

Shopper‖, ―Pragmatic Shopper‖, ―Moderate shopper‖ and ―Involved Shopper‖ on the basis of 

shopping motivations. The literature suggests that no study has been done for profiling the Indian 

customers on the basis of their shopping motivations. This study aims at developing a stronger 

understanding of the Indian consumers by examining their hedonic and utilitarian motivations 

behind shopping in malls.  

 

MALL ATTRACTIVENESS FACTORS 

 

There are various factors that have been studied which lead to mall attractiveness. 

Reinartz and Kumar (1999) had defined attractiveness as a ―multi-faceted construct representing 

a variety of measures‖. Many studies have studies the motivational facet of consumers that 

explains customer‘s attraction towards shopping malls (Ruiz 1999; Dennis et al., 2001; Nicholls 

et al., 2000). Ruiz (1999) had put forward the finding that few shoppers were attracted to malls 

due to monetary motives only and others due to emotional motives, while multi-purpose 

shoppers had a blend of these two motives. Previous works have researched the image and 

attractiveness dimensions of the mall and have found consistency amongst them along with their 

predictive influence (Ruiz 1999; Dennis et al., 2002a; Dennis et al., 2002b; Wong and Yu 2003).  

Bodkin and Lord (1997) had inferred that the most important reasons for selecting malls by the 

customers were convenience, presence of a specific store in the mall, services provided and 

prices. Ruiz (1999) had concluded that the image and nature of shopping malls can be seen in 

three dimensions namely, shopping environment and variety, parking, and shopping environment 
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and professionalism. Kupke (2004) in his study concluded that it is important for the mall 

managers to recognize and understand that a mall image is an attribute that can be managed, 

promoted as well as improved. Techniques of brand image measurement can be used for malls 

and can assist malls in providing customer satisfaction as well as commercial success (Dennis et 

al., 2002a, 2002b).  Nicholls et al. (2002) concluded that present day consumers are more leisure 

driven than shoppers in the early 1990s. Likewise, Wong et al., (2001) developed, ―SCATTER‖ 

a scale to assess the attractiveness of the shopping malls from the consumers‘ perspective. An 

anchor store within a mall had a substantial impact on consumers‘ images of (Dennis et al., 

2002a), and consequently also on shopping mall patronage (Burns 1992; Finn and Louviere 

1996).  

Shopping malls have become the social spaces especially for the young population (Aktas 

2012; Tabak et al., 2006). Erkip (2005) concluded that shopping in the multi-national 

stores/malls and buying multinational brands has become an indicator of a new lifestyle.  Gilboa 

and Vilnai-Yavetz (2013) in their study segmented the mall experiences of customers into four 

categories these were seductive, interactive museum, social arena and functional. Khare (2012) 

in her findings found that demographic factors (household income, age, gender) and mall factors 

(service and ambience) influence consumers‘ mall involvement. González-Hernández and 

Margarita (2012) found six attributes of shopping centre‘s mall essence, popularity and 

promotional programs, personal service, recreational options, internal atmosphere, and external 

atmosphere as determinants of attractiveness.  Three types of consumers were further clustered 

on the basis of perceptions of shopping centres: serious, enthusiast, and basic. Singh and Sahay 

(2012) in their research found ambience, physical infrastructure, marketing focus, convenience, 

and safety and security as the factors influencing shopping experience of customers at mall. This 

study is aimed at understanding the underlying importance of the mall attractiveness factors for 

the different Indian customer segments.  

 

RESEARCH METHODOLOGY 

 

Research objectives 

 

1. To segment shoppers according to shopping mall motivation. 

2. To analyze the segments formed on the basis of demographics and the shopping mall 

motivation factors.   

3. To analyze the affect of mall attractive factors on different customer segments.  

The scope of the study was limited to India. Malls in major cities located in the State of Punjab 

and Union Territory of Chandigarh were selected for the current study. Across the two locations 

four cities viz. Ludhiana, Patiala, Amritsar and Chandigarh are chosen on the basis of their 

population. The study was carried out in 2013 between Jan-April.   

 

Proposed research model 

 

The research model proposed for the current study for segmenting the customers is based 

on their shopping motivations. (Figure1)  

 



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

212 
 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Proposed Research Model 

 

The two types of shopping motivations i.e. utilitarian motivations and hedonic 

motivations have been taken into consideration. The segmentation of customers is further done 

taking into consideration the factors gender, age, monthly spending at malls, time duration of 

shopping trip and frequency of visiting mall (Figure 1). The study will further get in depth by 

studying the impact of various mall attractiveness factors across the customer segments.  

 

Research instrument and Scale Reliability 

 

The research instrument used for collecting data was a self administered questionnaire. 

The extensive review of literature resulted in listing down the shopping motivations for visiting 

the malls. The questionnaire was divided into three parts. The first part collected the information 

regarding the demographic details of the respondents and their mall visit spending, frequency 

and time duration. The second part measured the utilitarian and hedonic shopping motivations. 

The utilitarian motivation sub-scales were adapted from Babin et al., (1994), included 

Achievement Shopping (four items) and Efficiency Shopping (two items). The hedonic 

motivation sub-scales were derived from Arnold and Reynolds (2003). These were Adventure 

Shopping (three items), Gratification Shopping (three items), Value Shopping (three items), 

Social Shopping (three items), Role Shopping (two items) and Idea Shopping (three items).  The 

third part of the questionnaire collected information regarding the various mall attractiveness 

factors. It was developed in the light of the scale on mall attractiveness and image used by 

Wakefield and Baker 1998; Wong et al., 2001; Sit et al., 2003 and El-Adly 2007. This section 

had 24 mall attractiveness attributes which were on a five point likert scaled ranging from ―very 

important‖ to ―not important at all.  

Validity and reliability of the scales were ensured before the final survey. Face and 

content validity of the questionnaire was ensured through the expert opinion from panel of three 

experts in the area followed by pilot testing. Convergent validity of the questionnaire was 

measured by examining factor loadings. The values were 0.3 or greater establishing convergent 

validity (Meyers et al., 2006). Cronbach‘s alpha was used for testing the internal reliability of the 

scale. The acceptable level of the internal reliability is 0.7 (Peterson 1994). Cronbach‘s alpha 

was 0.938 for the scale measuring mall attractiveness factors. The reliability values for the 

utilitarian motivation sub-scales and hedonic motivation sub-scales were above 0.7 ensuring 

reliability of the scale.   

Utilitarian Shopping 

Motivation 

- Achievement 

- Efficiency 

Hedonic Shopping 

Motivations 

- Adventure       -    

Social 

Gratification   -    Value                 

Customer Segmentation 

(Cluster Analysis) 

Profiling of customer (segmentation) 

on the basis of  

- Gender                                     

- Age 

- Monthly Spending at malls       

- Time duration of shopping 

trip 

- Frequency of visiting mall          

- Days of mall visits 

Relationship between 

Mall Attractiveness 

Factors and Customer 

Segments formed  



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

213 
 

122 filled questionnaires were collected but only 106 were considered for analysis. 

Cluster analysis and factor analysis are applied for achieving the objectives of the research. The 

sample size of 106 is fulfilling the criteria for factor analysis as Fabrigar et al., (1999) 

recommended a ratio of at least 4:1 and in the current study the ratio is 4.4:1.  

 

Demographic profile of the sample 

 

The demographic characteristics of the sample along with their mall visiting attributes are 

enlisted in Table 1. The sample had no gender biasness as around 47.2 % were males and 5.8 

females. Majority of respondents in the study were from the age group of 20-30 years. The 

average spending was more or less distributed with 34.9% people spending less than Rs 1000 on 

their each trip to the malls. Majority of respondents said that on an average they spend around 1-

2 hours on their mall visits. The frequency of the visit to malls was also widely distributed 

though over 76 % respondents responded that they visited malls during weekends instead of 

Fridays or weekdays.  

 

Table 1: Demographic Details 

 
Descriptive Statistics No of Respondents Percentage 

Gender    

    Male 50 47.2 

    Female 56 52.8 

Age   

    Less than 20 29 27.4 

    20-30 years 66 62.3 

    30-40 years 9 8.5 

    Above 40 years 2 1.9 

Average Spending   

    Less than Rs 1000 37 34.9 

    Rs 1000-2000 29 27.4 

    Rs 2000-3000 22 20.8 

    Above Rs 3000 18 17 

Time Spent   

    Less than 1 hour  18 17 

    1-2 hours 48 45.3 

    2-3 hours 29 27.4 

    More than 3 hours 11 10.4 

Frequency of mall visits   

    Once a week 32 30.2 

    Twice a week 10 9.4 

    Once in 15 days 35 33.0 

    Once in a month 19 17.9 

    Once in 2-3 months 10 9.4 

Usual days of visit to mall   

     Weekdays 11 10.4 

     Fridays 14 13.2 

     Weekends 81 76.4 

   *As per the field survey conducted 
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MALL SHOPPER SEGMENTS 

 

For segmenting the customer on the basis of their responses toward the shopping 

motivation a multi-step cluster analysis was used (Reynolds and Beatty 1999). Initially 

Hierarchical cluster analysis was run in order to finalize the number of segments. Ward‘s method 

was employed to obtain a hierarchical cluster solution (Reynolds et al., 2002; Reynolds and 

Beatty 1999).The Agglomeration Schedule recorded the changes in the distance measure as 

additional cases are merged into clusters. Since a good cluster solution is indicated by a sudden 

jump in the distance coefficient. Taking this into consideration five clusters were finalized after 

referring to the agglomeration schedule.  

Then a K-means clustering procedure was used with the initial seeds provided by the 

hierarchical analysis solution in order to obtain the final clusters. The cluster sizes and means are 

very similar, providing evidence of the stability of the five-cluster solution. The characteristics of 

each cluster were examined based on the cluster means and the following labels were developed:  

1. Cluster 1, the Socializing Shopper, showed high mean scores for social and role 

motivation.   

2. Cluster 2, the Steady Shopper, showed average scores for the utilitarian and hedonic 

shopping motivations.  

3. Cluster 3, the Economic Shoppers, showed only high mean scores for the utilitarian 

shopping motivation dimensions. 

4. Cluster 4, the Passionate Shopper, emerged as the leader of the shopper group with high 

scores for most of the hedonic and utilitarian shopping dimensions.  

5. Cluster 5, the Inspired Shopper, showed relatively high means (second to the Passionate 

shopper) for hedonic and utilitarian shopping motivations, except for efficiency shopping.  

 

CHARACTERISTICS OF SHOPPER SEGMENTS 

 

Cluster 1: Socializing Shopper 

 

The Socializing shopper is a social shopper and has gives importance to role shopping. It 

has high mean values of motivations for role shopping and social shopping. It had the least 

values for gratification,, idea, value and achievement shopping.  Socializing shoppers composed 

only 6.6 % of the total respondents.  This group majorly composes of male shoppers as compared 

to female shoppers. Majority of these shoppers were less than 20 years old and other were 

between 20-30 years. They had an average spending of below Rs 1000 on their mall visits and 

spent less than an hour on an average on their mall visit. This group mostly visited the malls 

during weekends and most of them visiting either once in a week or once in a fortnight.  Table 2 

provides demographic summary of the consumer clusters.  

 

Table 2: Demographic Characteristics of Segments 

Cluster 

 

Socializin

g Shopper 

 

Steady 

Shopper 

Economi

c 

Shopper

s 

Passionat

e 

shoppers 

 

Inspired 

Shoppers 

 

Chi 

Square

* 

Sig*

* 

Gender      3.074 
0.54

5 
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      Male 71 49 46 48 31   

      Female 29 51 54 52 69   

Age      

13.654

9 

 

0.00

8 

 

      Under 20 years 71 30 27 22 8   

      20-30 years 29 59 65 78 54   

      30-40 years 0 11 0 0 38   

      Above 40 years 0 0 8 0 0   

*Kruskal Walis Test, ** P<.05 

 

 

Cluster 2: Steady Shoppers 

 

Steady Shoppers as the name suggest are of steady nature they give average importance 

to both utilitarian and hedonic shopping motivations. The steady shopper is a balanced shopper 

who is least sensitive to gratification shopping and considers the functional aspects of shopping 

to be important along with the hedonic. Over a quarter of the respondents are steady shoppers in 

current study. Female shoppers are more steady shoppers than male shoppers. The 20-30 years 

are the major steady shoppers (59%) followed by 30% respondents belonging to age group below 

20 years and 11% before 30-40 years.  The average spending of steady shoppers varies within 

the cluster with mere 14% shoppers spending over Rs 3000. 60% of shoppers spent 1-2 hours 

during their mall visits.  The shoppers visited the malls mostly on weekends and either once a 

week or once a fortnight. Most of the economic shoppers (88%) liked visiting malls during 

weekends.  

 

Cluster 3: Economic Shoppers 

 

Economic shoppers rated maximum for the utilitarian motivations as they are the group 

which is sensitive towards price. These shoppers held the effective shopping motivation and 

achievement shopping motivation as the main drivers for the shopping mall visits. Over 54 % of 

the economic shoppers were female. The maximum representation was from the age group of 20-

30 years i.e. upto 65 % and 27 % were below the age of 20 years. The average spending for the 

economic shopper varied from less than 1000 to Above Rs 3000 with maximum shoppers 

spending between Rs 2000-3000. Economic shoppers majorly(42%) like spending 2-3 hours in 

shopping malls followed by over a quarter of shoppers spending 1-2 hours on each shopping 

trip . Most of the economic shoppers visited the mall either once in a week or a fortnight and 

around 15% visiting twice malls twice in a week.  

 

Table 3: Shopping Behavior of Segments 
 

Cluster Socializing 

Shopper 

Steady 

Shopper 

Economic 

Shoppers 

Passionate 

shoppers 

Inspired 

Shoppers 

 

Chi 

Square

* 

 

Sig*

* 

Average Mall Spending      6.218 
0.18

3 

     Less than Rs 1000 71 32 27 39 31   

     Rs 1000-2000 29 30 23 26 31   

     Rs 2000-3000 0 24 31 9 23   
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     Above Rs 3000 0 14 19 26 15   

Average time spent 

during mall visit      

9.369 0.05

3 

    Less than 1 hour 71 11 19 13 8   

    1-2 hours 14 59 27 43 62   

    2-3 hours 14 27 42 22 15   

     More than 3 hours 0 3 12 22 15   

Frequency of mall visits 

     

8.286 0.08

2 

    Once a week 57 41 27 9 31   

     Twice a week 0 0 15 17 15   

     Once in 15 days 43 41 35 26 15   

     Once in a month 0 5 15 35 38   

     Once in 2-3 months 0 14 8 13 0   

 

Usual days of visit to 

mall      

4.818 0.30

6 

     Weekday 0 8 12 17 8   

     Friday 14 19 0 4 38 
  

     Weekends 86 73 88 78 54   

     *Kruskal Walis Test, ** P<.05 

 

Cluster 4: Passionate Shoppers 

 

Passionate shoppers as the name suggest are the group of shoppers who have passion for 

shopping. This group is has a high mean values for all hedonic as well as utilitarian motivations. 

They high values suggest their enthusiasm towards shopping.  52 % of total passionate shoppers 

were female. Over three quarter of the passionate shoppers was between age group of 20-30 

followed by 22% of shoppers below the age group of 20 years. The average spending of 

passionate was varying with maximum shoppers spending either between Rs 1000-2000 or 

Above Rs 3000.  43 % of passionate shoppers usually spent 1-2 hours on their mal visits 

followed by 22% spending 2-3 hours or more on their visit. Passionate shopper visited malls at 

least once in week or twice a week. Only 17% visited once in a month or once in two three 

months. 17 % of passionate shoppers enjoyed visiting even on weekdays and 78% preferred 

visiting malls on weekends.  

 

Cluster 5: Inspired Shoppers 

 

Inspired shoppers like the passionate shoppers are motivated towards shopping but with a 

comparatively lower intensity. They also have high values for all utilitarian as well as hedonic 

motivations except for efficiency shopping.69% of inspired shoppers were female shoppers. The 

majority of inspired shoppers were between the age group of 20-40 years. 31% of the shoppers 

had an average spending of below Rs 1000 or between Rs 1000-2000.  Over 60 % of shoppers 

spent 1-2 hours on an average during their mall visits. Most of the inspired shoppers either 

visited malls once in a week (38%) or once in a month (31 %). Since they have high social 
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shopping motivation inspired shoppers enjoyed visiting malls on Fridays (38 %) as well as on 

weekends (54 %).   

 

Table 4: Shopping Behaviour of Segments 

 Socializing 

Shopper 

Steady 

Shopper 

Economic 

Shopper 

Passionate 

Shoppers 

Inspired 

Shoppers 

Chi-

Square* 
Sig.** 

Adventure 

Shopping 

2.67 3.06 2.40 3.99 3.62 61.330 0.00 

Gratification 

Shopping 

2.00 2.85 2.40 4.12 3.33 50.933 0.00 

Idea Shopping 2.52 3.44 2.82 4.13 4.38 47.942 0.00 

Role Shopping 5.00 3.59 2.56 4.43 4.08 66.352 0.00 

Social Shopping 4.57 3.23 2.12 3.72 3.38 52.118 0.00 

Value Shopping 1.57 3.43 2.04 4.09 3.49 65.274 0.00 

Achievement 

Shopping 

3.00 3.47 3.07 4.26 4.19 48.951 0.00 

Efficiency 

Shopping 

3.93 3.62 3.25 4.13 2.27 34.455 0.00 

     *Kruskal Walis Test, ** P<.05 

 

MALL ATTRACTIVENESS FACTORS AND SHOPPER SEGMENTS 

 

In order to achieve objective three the scale used for measuring mall attractiveness 

factors with 24 items was factor analyzed. The assumption of multivariate normality was 

―severely violated‖ thus "principal axis factors" was used (Fabrigar et al., 1999).  Principal axis 

factoring reduced the 24 variables into 6 factors after 10 iterations. KMO Bartlett‘s test was also 

found to be significant. 64 % variance was explained by these six factors which is greater than 

the expected value of 60 %.  The internal reliability of the factors was also checked which had 

significant values. The communalities of all the variables were above 0.5 range further justifying 

the use of factor analysis on a sample greater than 100 (pp-674, Field 2005). The first factor had 

six variables mainly focusing on the extended service provided by the mall like fun space for 

kids, fun and entertainment programs, loyalty programs etc thus was labeled ―Extended mall 

services and loyalty programs‖. The second factor also had six variables like variety of 

restaurant, international store branches, presence of food court, cinema halls etc thus was labeled 

―Assortment and Entertainment‖. The third factor was labeled ―Mall Shopping Environment ―it 

consisted of variables like roaming space in mall, cleanliness in mall and interior design of mall. 

The fourth factor ―Security and Comfort‖ reflected the security in the mall, large parking space; 

comfortable environment etc. ―Public Image‖ the fifth factor reflected the external appearance of 

mall and the popularity of the mall. The last factor six labeled ―Convenience‖ catered to the 

needs like late working hours and ease of reaching mall.  These factors formed after principal 

axis factoring are then tested using Kruskal Wallis test to see difference between the formed 

cluster segments on the basis of mall attractiveness factors.   

Table 5 shows the mean values of mall attractiveness attributes and factors for all the 

formed five segments. The table depicts that for the Socializing shoppers the attributes like 

entertainment places for youth and presence of cinema halls has high values. This segment also 

gives importance to all the attributes of the comfortable mall environment. The mall popularity 
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and ease of reaching the mall is also important to these shoppers. The mall management must 

have a comfortable environment for attracting the socializing shoppers. The steady shoppers 

have given importance to al the mall attractiveness factors. The highest values were for the factor 

on Mall comfort and the diversity in store and entertainment options at mall.  

Table 5: Segments of Shopping Mall Shoppers and Mall Attractiveness Factors 

Mall attractiveness Attribute 
Socializing 

Shopper 

Steady 

Shopper 

Economic 

Shopper 

Passionate 

Shoppers 

Inspired 

Shoppers 

Chi-

Square* 
Sig.** 

Extended mall services and loyalty programs        

V.8 Promotional campaigns in the mall 2.43 3.30 2.85 3.65 3.31 36.557 0.000 

V.9 Presence of fun and entertainment 

programs 
2.14 3.35 2.54 4.09 3.77 24.673 0.000 

V.10 Existence of fun spaces for kids 1.71 3.46 2.38 4.17 3.46 37.187 0.000 

V.11 Availability of loyalty programs 2.86 3.14 2.15 4.43 3.46 42.658 0.000 

V.19 Availability of after sale services 2.86 3.54 2.81 4.65 4.38 41.431 0.000 

V.20 Supermarket existence in the mall 2.14 3.73 2.54 4.17 3.92 40.966 0.000 

Diversity (Stores and Entertainment)        

V.12 Entertainment places for youth 3.71 3.68 2.77 4.35 4.15 26.329 0.000 

V.13 Multiple variety of restaurants 2.43 4.00 3.00 4.48 3.62 23.935 0.000 

V.14 Availability of international stores 

branches 
2.86 3.97 2.96 4.35 3.54 21.593 0.000 

V.15 Existence of large food court 2.43 3.89 2.85 4.61 3.92 35.493 0.000 

V.16 Presence of cinemas in the mall 4.29 4.32 2.58 4.70 3.69 12.689 0.013 

V.13 Multiple variety of stores 3.43 4.27 2.15 4.65 4.31 21.624 0.000 

Shopping Environment        

V.5 Roaming/Walking space in Mall 4.57 3.89 3.54 4.52 4.23 18.430 0.001 

V.6 Cleanliness of the mall 4.71 4.49 3.85 4.65 4.77 12.377 0.015 

V.7 Pleasing and comfortable interior design 3.71 3.70 3.23 4.26 4.23 15.616 0.004 

Comfort        

V.1 Security in the mall 3.0 4.3 3.6 4.8 3.4 21.993 0.000 

V.2 Availability of large parking space 4.14 4.16 3.88 4.74 4.46 10.104 0.039 
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V.3 Shopping mall has all the family needs 3.43 4.03 2.77 4.30 3.92 30.218 0.000 

V.17 Level of prices is appropriate to my 

income/spending 
3.86 4.03 2.85 4.48 4.15 40.036 0.000 

V.4 Comfortable environment during shopping 3.29 4.22 3.54 4.52 4.31 13.550 0.009 

Public Image        

V.23 External appearance of the mall 2.86 3.84 2.35 4.35 4.00 39.150 0.000 

V.24 Popularity of the mall 4.00 4.05 2.58 4.39 3.15 32.863 0.000 

Convenience        

V.22 Late working hours in the mall 2.71 3.27 2.42 3.87 4.00 20.032 0.000 

V.21 Ease of reaching to the mall 4.29 4.16 3.31 4.70 4.23 27.381 0.000 
 

*Kruskal Walis Test, ** P<.05    

 

The mall authorities must have a wide assortment of stores as well as entertainment 

options to attract the steady shoppers. The economic shoppers give more importance to factors 

like promotional campaigns at mall, availability of loyalty programs, availability of after sale 

services. They also hold the shopping environment and comfortable environment at mall 

important. The passionate shoppers have high mean values for all the attributes of mall 

attractiveness factors. Since it‘s a segment that is highly motivated they give attention to all the 

factors that are present within the mall. The Inspired shoppers like passionate shoppers gave 

importance to all factors of mall attractiveness with maximum values for Shopping Environment, 

Comfort and Convenience factors of the mall image. 

 

CONCLUSIONS AND IMPLICATIONS FOR SHOPPING MALL MANAGEMENT 

 

The dual purpose of this study was firstly, to segment shoppers in terms of the shopping 

mall motivation and secondly to study the segments formed with respect to mall attractiveness 

factors. The segmentation of the customers on the basis of their mall shopping motivations 

formed five segments viz. the socializing shopper, the steady shopper, the economic shoppers, 

the passionate shopper, and the inspired shoppers. The segments formed were consistent with the 

findings of Kim (2006). This study segmented customers into five clusters on the basis of 

hedonic and utilitarian shopping motivations. These were alpha shopper, economic shopper, beta 

shopper, functional shopper and mission specialist. The Passionate shoppers and inspired 

shoppers were highly consistent with the motivations of alpha shoppers and beta shoppers. The 

economic shoppers were also highly consistent.  Gilboa (2009) segmented the consumers on the 

basis of behavior of consumers like visiting patterns, motivations for trips to the mall and 

activities engaged in during the visit. The passionate and inspired shoppers were consistent the 

Mall Enthusiasts of this study.  The Steady shopper and the Socializing shopper categories were 

similar to the Social shopper and the Pragmatic Shopper segments given by Cardoso et al., 

(2010) on the basis of shopping motivations.  The determination of shopping mall attractiveness 

factors after factor analysis revealed six mall attractiveness factors from the mall shoppers‘ 

perspective namely Extended mall services and loyalty programs, Assortment and Entertainment, 

Mall Shopping Environment, Security and Comfort, Public Image and Convenience. Three mall 
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attractiveness factors i.e. mall shopping environment, assortment and entertainment  and public 

image were consistent with the findings of González-Hernández and Margarita (2012) who 

found mall essence, popularity and promotional programs, personal service, recreational options, 

internal atmosphere, and external atmosphere as determinants of mall attractiveness. Singh and 

Sahay (2012) in their research had found ambience, physical infrastructure, marketing focus, 

convenience, and safety and security as the factors influencing shopping experience of customers 

at mall which were steady with the factors security and comfort, mall shopping environment and 

convenience of the current study. The factors formed were highly reliable with the findings of El 

Adily (2007) who identified comfort, entertainment, diversity, mall essence, convenience, and 

luxury as the attractiveness factors for a mall visitor.   Wong et al., (2001) also identified five 

shopping centre attractiveness factors these were location, quality and variety, popularity, 

facilities, and sales incentives which were similar to three factors identified in the study. The 

factor on Assortment and Entertainment as a distinct factor has support from study  of Bloch et 

al., (1994) which concluded that malls are seen as entertainment places by consumers as a place 

not only as a place for shopping. Adkins et al., (2002) also gave importance to ―Value 

assortment‖ in their study. Sit et al., (2003) also reinforced in their study that entertainment 

deserves to be a distinct factor.  Mall shopping Environment, Convenience and the factor on 

Security and Comfort is also identical with the findings of Wakefield and Baker (1998) where 

physical environment of malls is important determinant of mall attractiveness. Frasquet et al., 

(2001) in their study listed ―atmosphere leisure‖ and ―accessibility‖ factors which also support 

the above listed factors. The factor on public image has also found consistency with works of 

Ruiz 1999; Dennis et al., 2002a; Dennis et al., 2002b; Wong and Yu 2003.    

The findings from this study can be used by the mall authorities to attract the different 

shopper segments with the right kind of attractiveness factor mix. All the mall attractiveness 

factors have different level of importance for the different shopper segments based on their mall 

shopping motivations. Mall management should make shopping mall a comfortable and 

enjoyable place.  Malls must be made comfortable, must be in reach of the people, and should be 

clean. In the current scenario where young shoppers are looking for entertainment, wide variety 

of entertainment option and social places should be made available within the mall. A pleasant 

and joyful environment must be created in the mall. The entertainment options can include fast-

food outlets, restaurants, videogame arcades, cinema halls, special event in malls etc. The 

presence of an anchor store in a mall is a must also the recent studies on shopping centre 

preferences and choice have shown that mall with food courts and entertainment facilities are 

attracting more crowds.  

Shopping malls should also have a diverse mix of stores and brands.  This study has 

highlighted that the convenience factor for shoppers is not just affected by the ease of reaching 

mall, but also late working hours thus mall managers must choose an appropriate location for 

mall and should provide flexible hours its customers for shopping. The public image of mall 

must also be kept in mind by the mall managers and proper image building must be done for the 

malls. It can be achieved by having an attractive mall exterior along with generation of positive 

publicity by the malls. The mall must try to uphold a unique identity for itself and live up to it. 

These steps will ensure a better footfall in malls and higher levels of customer satisfaction.  

 

LIMITATIONS AND FUTURE RESEARCH 
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The study is limited only to India, in the state of Punjab and Union Territory of 

Chandigarh. The findings may not be representative of India in general. Thus detailed research in 

other states/cities is required for examining the validity and reliability of the identified segments 

on basis of shopping motivations and the mall attractiveness factors. The sample size for the 

study was only 106 which again is not a true representation and needs to be further researched 

with large and diverse sample to generalize the findings.  This study nevertheless puts forward 

quite a lot of directions for potential future research. First, to what extent there is a significant 

difference between the segments identified for service satisfaction in malls.  Secondly to what 

extent mall attractiveness factors affect the satisfaction level of the various segments. Thirdly the 

perception of management and customers and employees can be compared with respect to the 

mall attractiveness factors and their importance.  
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ABSTRACT 

 

Literature suggests that the customer needs to comply with specific behaviors prescribed to them 

in personal interaction with the provider, and to independently continue to do so over a period of 

time. While many studies relate to compliance dependent services (CDS), literature relating to 

academic settings is scarce. In addition, studies point to the impact of self-regulatory focus 

(SRF) on CDS, and the greater effectiveness of specific measures of SRF over generalized 

measures. Findings from an exploratory descriptive study did not support the effect of self-

regulatory focus (SRF) on long-term student compliance behavior within a higher education 

setting. Explanations for this phenomenon from extant literature are proposed, and directions for 

future research are discussed. 

 

Keywords: consumer compliance behavior, long-term services, higher education, self-regulatory 

focus, experiment 

 

 
 

INTRODUCTION 

 

Literature addresses service situations where the customer‘s actions when away from the 

service provider are essential to the achievement of desired outcomes. Such services are referred 

to as compliance dependent services (CDS), examples of which include education, weight loss, 

retirement savings, education, and credit repair (e.g., Dellande and Gilly 1998). We propose a 

theoretical examination of the role of self-regulatory focus (SRF) in a compliance dependent 

service (CDS), higher education. We explore the effects of SRF on long-term student compliance 

behavior in the field of education. Student success impacts indices such as graduation rates, 

tuition cost, student attrition, future enrollments, continuing education, and workforce supply, 

and is relevant to educators, administrators, families, funders, employers, and lawmakers alike 

(e.g., AASCU State Relations and Policy Analysis Research Team, 2010). Students‘ compliance 

is not a matter of assumption, but merits investigation.  

 

Numerous studies highlight issues in higher education such as policy, implementation 

and productivity (e.g., AASCU State Relations and Policy Analysis Research Team, 2010; 

Malandra 2011). Malandra (2011) spoke to the Texas Higher Education Plan, ―Closing the Gaps 

2015‖ which outlined a framework of reforms, strategic initiatives, investments, and cost control. 

For 146 public and private institutions, these authors reported a significant increase in 
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enrollment, about 40% during the previous decade, with the highest enrollment of about 122,000 

students in 2009. Degrees awarded during the same period increased by 42%, and students 

enrolling in 2003 on an average graduated in six years. Despite the reported gains, the higher 

education system continues to be plagued by problems such as fiscal crises within the states, high 

tuition and fees, limited enrollment capacity, financial aid programs, the nationwide priority 

given to community colleges, and effective learning. (AASCU State Relations and Policy 

Analysis Research Team, 2010). 

 

Recent literature focuses on issues that include graduate education (Cowan 2012, 

Middlebrook 1996, Koole, McQuilkin, and Ally 2010, Kumrow 2007, Piercy and Lee 2006, 

Turman 2001), especially among minorities (Hines 2007), undergraduate education (MacDonald, 

vanDuinkerken, and Stephens 2008, Lutrell and Richard 2001), and learning strategies of adult 

non-traditional students (Turnam 2011). Other researches include distance learning (Cowan 

2012, Koole, McQuilkin, and Ally 2010, Kumrow 2007, MacDonald, vanDuinkerken., and 

Stephens 2008, Middlebrook 1996, Piercy and Lee 2006, Turman 2001), value gaps and program 

satisfaction (Middlebrook 1996), and value structure (Luttrell and Richard 2011). Few studies, 

however, examine the impact of specific self-regulatory mechanisms on success in an academic 

environment (e.g. Kumrow 2007), or investigate the nature and role of self-regulatory focus (e.g. 

El Samen 2011). We hope to fill this gap through the present study in which we investigate the 

role of specific SRF in CDS, in higher education. 

 

LITERATURE REVIEW AND PROPOSITIONS 

 

Our research is grounded in Bandura‘s (1991) social cognitive theory of self-regulation, 

which posits that ―human behavior is extensively motivated and regulated by an ongoing 

exercise of self-influence‖. The three key factors are self-monitoring of one‘s behavior, judgment 

of one‘s behavior, and affective self-reaction. Such self-regulation also includes self-efficacy, 

which, due to its direct effects on thought, affect, motivation, and action, is crucial to an 

individual‘s exercise of personal agency.  

 

During emotional upsets, people give more importance to feeling better, than to achieving 

self-regulatory goals such as reducing debt, weight-loss, or other things that might lead to 

terminal goals (Tice, Bratslavsky, and Baumeister 2001, Sengupta and Zhou 2007). Hedonism is 

inherent in human nature, and if a person is upset, there is a high probability that self-control will 

yield to immediate gratification, such as eating unhealthy items (Baumeister 2002), resulting in 

high costs within the system (Mahoney et al. 2008). Further, an upset person has a higher 

probability of rejecting goals, hoping that immediate gratification will help them feel better 

(Mick 1996). People who exhibit lower self-control are susceptible to temptations, as an 

example, alcohol consumption contributes to lowered self-restraint in numerous areas of 

behavior (Baumeister, Heatherton, Tice 1994), which would suggests that these individuals are 

also likely to forgo academic goals. 

 

Further, and in general, consumers with a high level of self-control or self-regulation tend 

to sacrifice immediate gratification, and  have a lower probability of making detrimental short-

term choices, with poor outcomes in the long run (Howlett, Kees, and Kemp 2008). For example, 

people that are successful in losing weight are conscious of their diet and its caloric content.  
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Higgins (1997, 2002) distinguished between two forms of self-regulatory focus (SRF). 

People that have a promotion focus use the ―approach‖ strategy wherein they focus on gains 

linked with an ideal desired state. Conversely, people that have a prevention focus employ an 

―avoidance‖ strategy, focusing on cutting losses or setbacks to goal achievement. Literature 

suggests that a promotion focus fosters higher persistence and motivation in goal achievement 

(Roney, Higgins, and Shah 1995, Shah and Kruglansky 2003, Zhou and Pham 2004). Further, a 

promotion focus provides a hedge against temporary setback (Crowe and Higgins 1997), and 

results in greater goal realization (Higgins 2002).  Based on the preceding, we offer the 

following proposition: 

Proposition P1: Is there a difference in engaging in compliance behavior, between  

students with a prevention focus, and students with a promotion focus? 

  

In addition SRF moderates behavioral intentions. We can expect that, in comparison to 

persuasive messages which promise loss prevention, persuasive messages that promise gains will 

elicit a differential response from people with different kinds of SRF (Keller and Lehman 2008). 

Hence, we offer a second proposition, stated as: 

Proposition P2: Will messages promising gains have a greater direct effect on 

compliance behavior of promotion focused students, and will messages promising 

loss prevention have a greater impact on prevention-focused students?  As such,  

Is there a two way interaction of the SRF and the regulatory focus (or promise) 

of the message? 

 

Furthermore, in light of the preceding, SRF scales purport to measure regulatory focus,  

which is deep-seated. Measures of SRF specific to a situation would tend to have a higher  

explanatory power, compared to generalized measures, given students‘ stated goals, and the  

long-term nature of their compliance behavior toward grade improvement. We state this,  

specifically in view of the methodological debate in current literature, pertaining to SRF scale  

validity and reliability issues (e.g., El Samen 2011, Haaga et. al., 2008, Higgins et. al., 2001, 

Lockwood, Jordon, and Kunda 2002, Summerville and Roese, 2008). Following from this  

discussion, we propose:   

Proposition P3: Compared to general measures of SRF, will situation specific measures 

of SRF yield more significant results in Propositions P1 and P2? 

 

METHODOLOGY 

 

We conducted an experiment using 102 students at a university in South U.S. where the 

subjects attempt at marginal improvement in cumulative course grades over sixteen week 

courses. Students‘ grades were tracked via a pretest at the beginning of the semester; after that a 

midterm examination was be given, and lastly a final examination was given at the end of the 

sixteen week semester. At the start of the course, students participated in a survey covering a 

number of scales of regulatory focus, and a question related to the reasons for wanting to pass the 

course. 

Subjects were randomly assigned to one of three conditions. Following an eight-week 

cycle, Group 1 (gains outcomes message) was provided a progress report which also included a 

list of some benefits to be realized by improving course grades. Group 2 received the same 
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progress report, but with the same benefits expressed as loss prevention outcomes message (i.e., 

how to avoid the negative consequences of poor performance on the course). Group 3 was given 

a progress report with the same benefits listed in both formats (gains outcomes and loss 

prevention outcomes message), in random order. New benefits were added in each cycle of 

reporting. 

 

MEASURES 

 

Four SRF measures were used, scales of RFQ (Higgins et. al., 1994), along with the 

General Regulatory Focus Measure (GRFM; El Samen 2011) an11-item modified version of the 

original 18-item measure used by Lockwood, Jordon, and Kunda (2002). Further, we used a 

single-item measure adapted from Galinsky, Leonardelli, Okhuysen and Mussweiler (2005), 

where we modified the scale to be specific to academic success. The item was worded, ―Do you 

tend to focus more on avoiding the negative outcomes that may occur if you do not do well in a 

course, or do you tend to focus more on approaching positive outcomes that may occur by doing 

well in a course?‖ The scale was anchored by 1 = focus more on avoiding negative outcomes and 

8 = focus more on approaching positive outcomes. We also asked subjects to list reasons for 

passing the course, via instructions: ―Below, please list reasons why you want to pass this course. 

Please begin each reason with the words ‗In order to‘ or simply ‗To‘ ‖. Coding was completed by 

two independent judges. 

 

Lastly, the number of prevention focused reasons for wanting to pass the course 

(SRF_Reasons), as listed by each student, were deducted from the number of promotion focused 

reasons. Subjects that score higher than the median were coded as promotion focused; those that 

score lower than the median were coded as prevention focused. For Proposition P3, RFQ and 

SRF_L were considered as the general measures of regulatory focus (only selected items in the 

modified SRF_L inventory were specific to course success); SRF_G and SRF_Reasons 

comprised comprise situation specific measures of regulatory focus. The dependent variable was 

the eight-week course percentage improvement (i.e., CGA). 

 

DESCRIPTION OF THE SAMPLE 

 

One hundred and two surveys were distributed to all students in four core marketing 

courses. Almost all students opted to take the survey. Some surveys were rejected, for reasons 

including: the student dropped the class, survey was incomplete, and the survey did not carry a 

name. A total of eighteen surveys were rejected, and eighty-six completed surveys were analyzed 

using SPSS 21 software.  



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

229 
 

The two lower-level courses comprised 51.2% of the sample. Also, the sample was 

almost equally split between males (49%) and females (51%). At each of the two rounds of 

providing feedback on course performance, a consistent statement of reasons for doing well on 

the course was randomly provided to 32.6% respondents framed with ―gains outcomes‖, to 36%  

respondents framed with ―loss prevention outcomes‖, and to 31.4% respondents framed with 

―gains outcomes and loss prevention outcomes‖.   
 

Table 1- Description of the sample 

Variable Category Label 
Frequen

cy 
% Mean S.D. 

SRQ 1 Promotion focus 51 59.3   

 0 Prevention focus 35 40.7   

  N 86 100.0   

SRF_L -4 to -2.4 
Very high prevention 

focus 
0 0.0   

 -2.3 to -0.9 High prevention focus 0 0.0   

 -0.8 to 0.7 
Neither promotion nor 

prevention focus 
27 23.3 - - 

 .8 to 2.3 High promotion focus 36 52.3   

 2.4 to 4.0 
Very high promotion 

focus 
21 24.4   

  N 86 100.0 1.56 1.08 

SRF_G 1 Promotion focus 85 98.9   

 0 Prevention focus 1 1.2   

  N 86 100.0 - - 

SRF_R 1 
Very high prevention 

focus 
7 8.1   

 2-3 High prevention focus 9 10.5   

 4 
Neither prevention nor 

promotion focus 
3 3.5   

 5-7 High promotion focus 38 44.4   

 8 
Very high promotion 

focus 
29 33.7 5.95 2.26 

  N 86 100.2   

Change in 

Grade (CGA) 
1 7% or less 23 25.6   

 2 8-14% 
45 

 
52.3   

 3 15% or more 18 26.5   

  N 86 100.0 9.40 5.20 
 

 As explained below, variables SRF_L, SRF_R andCGA were subsequently recoded as 

categorical variables, based on a median split. 

 

Difference between mid-term and final course grade 
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On performing a t-test (Table  2), the grade at mid-term (mean= 66.67, SD=11.78) 

increased by almost a letter grade at the end of the semester (final grade=76.94, SD=9.56). The 

mean difference of 9.6% was significant (t=-4.220, df=85, p=.000, N=86). 
 

Table 2- Paired Samples t-Test- Midterm Grade and Final Grade 

 

 

Paired Differences 

t df 

Sig. (2-

tailed) Mean 

Std. 

Deviation 

Std. 

Error 

Mean 

95% Confidence 

Interval of the 

Difference 

Lower Upper 

MIDTERM_CGA - 

FINAL_CGA 
-10.26551 6.69448 .72188 -11.70081 -8.83021 -14.220 85 .000 

 

DATA ANALYSIS 

 

The descriptive analysis included a t-test, correlation, and Chi-square tests. Scale validity 

was measured with correlation analysis, and scale reliability through Chronbach‘s α (Nunally, 

1978). 

Proposition 1 was tested by using Chi Square analysis, with CGA as the dependent 

variable, and one of the four SRF measures, the factor comprising the two SRF levels. 

Proposition 2 was tested from observing the mean percentage CGA resulting from treating the 

SRF‘s as fixed factors, and message framing as the random factor. Proposition 3 was tested from 

observing the mean percentage CGA resulting from interaction of the message framing and 

SRF‘s. 

For the purpose of Chi-Square analysis, the Likert-type scales of self-regulatory focus 

were re-coded. A median-split was done on the 11 item General Scale, as well as the single-item 

SRFR scale; both were then converted into categorical scales, with 0 representing an orientation 

to prevention goals, and 1 representing an orientation to promotion goals.  

 

RESULTS 

 

Scale Validity 

 

No significant correlations were found among the study variables (see Table 2). CGA 

was significantly related to both, midterm grade as well as final grade. Hence, we conclude that 

the scales have discriminant validity, and measure different constructs. However, it should be 

noted that the four measures of self-regulatory focus, too, were not significantly correlated with 

each other, or with the dependent variable, CGA. 
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Table 3- Correlations among Study Variables 

  

CH_C

GA 

MIDTERM_

CGA 

FINAL_

CGA Class Gender 

Message 

Framing SRFQ SRF_L SRF_G SRF_R 

CH_CGA 

Pearson Correlation 

Sig. (2-tailed) 

 

N 

 

1 -.399
**

 .042 -.073 -.036 .035 -.175 .108 -.069 .114 

 
  .000 .699 .505 .745 .747 .108 .320 .527 .297 

 86 86 86 86 86 86 86 86 86 86 

MIDTERM_CGA 

Pearson Correlation 

Sig. (2-tailed) 

 

N 

 

-.399
**

 1 .823
**

 .042 .173 .022 .097 .045 .008 .156 

 
.000   .000 .703 .112 .840 .373 .683 .941 .152 

 86 86 86 86 86 86 86 86 86 86 

FINAL_CGA 

Pearson Correlation 

Sig. (2-tailed) 

 

N 

 

.042 .823
**

 1 .105 .136 -.048 .012 .194 -.037 .216
*
 

 
.699 .000   .334 .212 .658 .911 .074 .732 .046 

 86 86 86 86 86 86 86 86 86 86 

Class 

Pearson Correlation 

Sig. (2-tailed) 

 

N 

 

-.073 .042 .105 1 .024 -.015 -.194 .047 .111 -.032 

 
.505 .703 .334   .828 .892 .074 .666 .309 .773 

 86 86 86 86 86 86 86 86 86 86 

Gender 

Pearson Correlation 

Sig. (2-tailed) 

 

N 

 -.036 .173 .136 .024 1 .073 .146 .138 .106 -.041 

 
.745 .112 .212 .828   .504 .178 .205 .332 .708 

 86 86 86 86 86 86 86 86 86 86 

Message Framing 

Pearson Correlation 

Sig. (2-tailed) 

 

N 

 

.035 .022 -.048 -.015 .073 1 -.195 .051 .137 -.110 

 
.747 .840 .658 .892 .504   .072 .641 .208 .312 
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 86 86 86 86 86 86 86 86 86 86 

SRQ 

Pearson Correlation 

Sig. (2-tailed) 

 

N 

 

-.175 .097 .012 -.194 .146 -.195 1 -.136 -.090 .154 

 
.108 .373 .911 .074 .178 .072   .212 .411 .156 

 86 86 86 86 86 86 86 86 86 86 

SRF_L 

Pearson Correlation 

Sig. (2-tailed) 

 

N 

 

.108 .045 .194 .047 .138 .051 -.136 1 .030 .268
*
 

 
.320 .683 .074 .666 .205 .641 .212   .784 .013 

 86 86 86 86 86 86 86 86 86 86 

SRF_G 

Pearson Correlation 

Sig. (2-tailed) 

 

N 

 

-.069 .008 -.037 .111 .106 .137 -.090 .030 1 .099 

 
.527 .941 .732 .309 .332 .208 .411 .784   .365 

 86 86 86 86 86 86 86 86 86 86 

SRF_R 

Pearson Correlation 

Sig. (2-tailed) 

 

N 

 

.114 .156 .216
*
 -.032 -.041 -.110 .154 .268

*
 .099 1 

 
.297 .152 .046 .773 .708 .312 .156 .013 .365   

 86 86 86 86 86 86 86 86 86 86 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 
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Scale Reliability 

 

The average score on the 11-item SRF-General scale was 35.65 with SD=4.27. Low item 

reliability was observed, ranging from 2.12 for item 5,‖Did you get on your parents‘ nerves often 

when you were growing up?‖ to 5.24 for item 10, ―When it comes to achieving things that are 

important to me, I find that I don‘t perform as well as I ideally would like to do‖. Cronbach‘s 

alpha was also low at .391(Table 4). However, in order to preserve the integrity of this scale as it 

appeared in the literature, all items were retained for further analysis. 
 

Table 4- Scale Reliability 

Item-Total Statistics 

 

Scale 

Mean if 

Item 

Deleted 

Scale 

Variance if 

Item 

Deleted 

Corrected 

Item-Total 

Correlation 

Squared 

Multiple 

Correlation 

Cronbach's Alpha if 

Item Deleted 

SRF_L1 
32.27 16.104 .112 .228 .380 

SRF_L2 
32.02 14.094 .316 .248 .292 

SRF_L3 
30.40 18.289 -.099 .439 .433 

SRF_L4 
31.65 13.312 .359 .337 .263 

SRF_L5 
30.67 19.234 -.230 .212 .480 

SRF_L6 
32.13 13.783 .499 .421 .237 

SRFS_L7 
30.63 17.907 -.065 .311 .433 

SRF_L8 
31.90 15.177 .222 .291 .336 

SRF_L9 
32.21 15.438 .178 .371 .354 

SRF_L10 
30.34 18.320 -.107 .524 .437 

SRF_L11 
32.30 14.166 .293 .280 .301 

 

Proposition P1- Direct effects of Self-regulatory Focus on CGA  

 

As shown in Table 6 below, the analysis revealed no significant effect of SRQ on CGA. 

In addition, the impact of SRF_L on CGA was not significant. Further, CGA was not affected by 

SRF_G. Also, no significant relationship was observed between SRF_R and CGA.  
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Table 6- Effects of Self-Regulatory Focus on CGA 

Measure Pearson‘s Chi-

Square 

Degrees of Freedom Asymptotic 

Significance      (2-

sided) 

N 

SRQ .2361 1 .124 86 

SRF_L .047 1 .829 86 

SRF_G 1.012 1 .314 86 

SRF_R 2.284 1 .131 86 

 

Proposition P2- Two-way direct effect of SRF and Message Framing on CGA 

 

Chi Square tests were conducted to evaluate whether a higher CGA results when a 

student with a promotion focus being given a gains outcomes framed message, while a lower 

CGA results when a student with a prevention focus being provided an loss prevention outcomes 

framed message.   No evidence of such a difference was found, as given in Table 6 below. 
 

Table 6- Effects of Self-Regulatory Focus on CGA 

Measure  Pearson‘s Chi-

Square 

Degrees of 

Freedom 

Asymptotic 

Significance      (2-

sided) 

N 

SRQ 0 .914 2 .633 51 

 1 1.66 2 .436 35 

 Total 2.49 1 .289 86 

SRF_L 0 .627 2 .731 43 

 1 2.40 2 .301 43 

 Total 2.49 1 .289 86 

SRF_G 0 2.76 2 .252 85 

 1 n.a. 2 n.a. 1 

 Total 2.485 1 .289 86 

SRF_R 0 .743 2 .690 41 

 1 .690 2 .152 45 

 Total 2.49 1 .154 86 

 

Proposition P3- Interactional Effects of Message Framing and Self-regulatory Focus on 

CGA 

 

In addition, the impact of interaction of message framing and the SRQ on the CGA was 

not significant. Further, CGA was not affected by the interaction of message framing and 

SRF_L. Also, no significant relationship was observed between the interaction of message 

framing and SRF_G, and CGA.  Moreover, the analysis revealed no significant effect of the 

interaction of message framing and SRF_R, on CGA (Table 8). Hence, in this study, there was 

no evidence to support differential results in the above propositions P1 and P2, between general 

measures of SRF and situation specific measures of SRF.    
 

Table 8- Interactional Effects of Message Framing and Self-Regulatory Focus on CGA 

Measure Pearson‘s Chi-

Square 

Degrees of 

Freedom 

Asymptotic 

Significance      

(2-sided) 

N 

Message Framing X SRQ .759 2 .684 86 

Message Framing X  SRF_L 1.035 2 .596 86 

Message Framing X  SRF_G 1.012 2 .314 86 

Message Framing X  SRF_R 5.946 2 .051 86 
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DISCUSSION 

 

The results of this exploratory study are sharply divergent from extant literature. Neither 

general nor specific measures of self-regulatory focus had a direct effect on course performance. 

In addition, there was no interactional effect of message framing and self-regulatory focus on 

course performance.  

 

One reason for this could be the dynamics of self-report, self-regulatory focus, and long-

term performance within the academic context. A few students appeared to not be comfortable to 

disclose their name on the survey, making these surveys unusable. Further, data was collected 

from one Business core course, and one Marketing core course which is a prerequisite to other 

upper-level Marketing courses. Students‘ stakes are expected to be much higher than say in a 

weight-loss context, which was used in some earlier studies, where weight-loss would be more 

for general health or cosmetic purposes, rather than as a life-saving option. In the present case, 

not passing these course courses would cause dire consequences such as reduced program grade 

point average, blocking from progressive upper-level courses, delayed graduation, and in 

extreme cases, loss of tuition. Some students faced with such a scenario resorted to higher 

absenteeism; they were not present in class to receive the periodic feedback on course 

performance, along with the message relating to the consequences of course outcomes. These 

students had to be excluded from the analysis. Further, some students expecting a letter grade of 

―D‖ or ―F‖ on the course, decided to drop the course, and these cases were excluded from the 

analysis. As a result, the diversity of grade distribution may have been skewed. 

 

Further, social desirability refers to ―the needs of subjects to present themselves in a 

socially desirable (or undesirable) light" (Crowne and Marlowe, 1960, p. 21). In a self-report 

survey such as the one used in the present study, social desirability may be inferred from the 

respondent‘s attributing acceptable attitudes and behaviors, and denying traits that are culturally 

unacceptable.  In the academic context, students may have felt the need to provide responses that 

they perceived as socially desirable, resulting in extreme positive values for self-regulatory focus 

on the academic-specific scale. 

 

Moreover, literature points to the fact that minority and depressed school students were 

found to have a high level of optimism in relation to their future (Rossatto, 2004). In addition, 

some studies indicate that some students tend to be overly optimistic about their academic 

performance. As an example, according to Svanum and Bigatti (2005), ―For less accomplished 

students, grade optimism may be more uninformed wishfulness,‖ For the present study, data 

collection for this study was done in an HBCU, which has an open-admission policy, and which 

comprises primarily a minority student population that is socially and economically depressed. 

Due to this, it is possible that students in general are optimistic of their academic performance 

and outcomes, leading to higher scores on approach goals.  

A salient finding of our study is that frequent and comprehensive feedback appears to 

have resulted in a significant improvement in the final course grade over the midterm grade. One 

way to establish this relationship would be to conduct the study among two groups, with the 

control group being given feedback on performance alone, to the exclusion of any course 

outcome-related message as to consequences, positive, negative or mixed.   
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This research is valuable, in that the results differ starkly from extant literature. The 

specific dynamics of doing a study of this nature within an academic setting, particularly in an 

HBCU environment, has generated new research questions, and helped open up new areas of 

investigation.   

 

DIRECTIONS FOR FUTURE RESEARCH 

 

In future, a college-level study should be undertaken, and a college administrator should 

provide the program performance to students, along with the statements relating to the 

consequences of program performance outcomes. Thus, a broad spread of course- university 

foundation, college core, required and elective courses would be included. Further, the problem 

of absenteeism in a particular course would be overcome. In addition, the program GPA would 

be available until the student withdrew from the college. Moreover, in an attempt to reduce 

social desirability bias, the initial survey should be administered in a location other than a 

classroom. Further, a control group that is provided with only partial feedback, showing change 

in course performance at different time points during the semester, to the exclusion of reasons for 

doing well, would help isolate the effects of message framing on course performance. Also, it 

might help to retain the reverse-coded items in a separate section of the survey instrument, and 

not to intersperse them with other items. In addition, including a sample with greater racial 

diversity among students might provide a clearer picture of the impact of message framing on 

course performance.  

 

CONCLUSIONS 

 

Noncompliance in long-term services could result in numerous negative outcomes for a 

broad group of stakeholders (Hausman 2001). Stakeholders in higher education are likely to find 

the results of the present study to investigate further on how to achieve long-term compliance 

behavior on the part of students. In addition, we expect the results of this study to be relevant to 

other providers of CDS too (Howlett et al. 2008). 
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EXTENDED ABSTRACT 

 

 This workshop familiarizes marketing educators with the field of marketing metrics and 

offers practical guidance for designing a marketing metrics course.  The workshop agenda 

includes: 1) recommendations for course content, objectives, materials, and student 

assignments; 2) guidance in the development of marketing dashboards to monitor marketing 

metrics in real world situations; and 3) online approaches for collecting, accessing, and sharing 

data to support metrics assignments.   

 

 Part 1 begins the workshop with an overview of marketing metrics course concepts and 

topics, including fifteen learning objectives.  Audience discussion is invited as to how to 

integrate these measurement objectives with standard topics in marketing management and 

strategic marketing management.  Specific marketing metrics texts and supplemental readings 

are then suggested as course requirements and supplemental reading, including those by Farris 

et al. (2010), and Davis (2006), among others (Handley 2011, Jeffery 2010, Marshall 1996, 

McDonald and Mouncey 2011, Patterson 2008).   

  

 Marketing dashboards is the topic of Part 2 of the workshop.  The dashboard should be a 

vivid, visual display of the critical marketing metrics relevant to the decision at hand or needed 

to monitor the marketing program.  The information on the main dashboard page should be 

limited to a few, quickly comprehended metrics.  Tabs may be used to provide more detailed 

information.  A dashboard should be ―a collection of what are believed to be the most critical 

diagnostic and predictive metrics, organized in a way to promote the recognition of patterns of 

performance‖ (LaPointe, 2006).  The vivid marketing dashboard will contain colors and a 

variety of display elements so that each marketing metric can easily be distinguished at a glance.  

 

 It is critical that the dashboard present information in a manner that creates 

instantaneous insight and comprehension.  The dashboard‘s ability to present complex data in a 

visual context should increase a marketing manager‘s ability to recognize key patterns, and 

make it easier to recognize ominous or positive trends in key, relevant metrics (Farris 2010).  

Dashboards assist in saving time, enhancing comprehension, and making accurate, timely 

decisions.  From the extensive array of possible marketing metrics, a dashboard presents only 

the critical information in a manner that is comprehensible at a glance, and with an organization 

format that allows more detailed information to be accessed through tabs.   
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 The ―user friendly‖ nature of a marketing dashboard is also critical.  For this reason, 

dashboard designers should strive to present a comprehensive and intuitive interface for the 

marketing manager.  Overly complicated marketing dashboards with excessive information and 

decorative embellishments will undermine the users‘ ability to comprehend the information 

presented.  Using a good dashboard, a marketing manager can acquire an instant understanding 

of what he or she is seeing at a glance.  Future dashboards may be interactive, with the 

marketing manager being able to drop and drag to create the exact dashboard needed for the 

marketing project of the moment, to use tabs to dig down to the specific detail level needed, and, 

perhaps, even to allow simulated ―what if‖ analyses of alternative decisions.    

 

 In Part 3 of the workshop, technologies to support classroom projects and assignments 

that focus on customer-centric data are presented.  The emphasis in this portion of the workshop 

is on teaching students to collect and analyze survey data collaboratively with online data 

management and survey analysis tools.  Topics include: 1) an overview of QuestionPro online 

data collection software and sharing of data in CVS, Excel, and SPSS formats; 2) collection of 

data via hard copy or by using Ipads, and advantages and disadvantages experienced in class 

projects; 3) the use of Google Documents for remote sharing of data and project activities and 

integration with other software; and 4) the presentation data to clients via group meeting 

platforms such as Elluminate and WIMBA.   

 

 Student projects often focus on market demographics and customer satisfaction.  Of all 

the marketing metrics that might be relevant to a project, Paul Farris (Farris et al. 2010) rates 

customer satisfaction as one of the most critical for decision-making purposes.  These metrics 

can contribute to the "dashboard of metrics" that should be applied by decision makers in both 

for-profit and not-for-profit organizations to develop a holistic approach for assessing market 

dynamics and then develop focused strategies to address those dynamics.  This portion of the 

workshop includes examples of actual experiential class projects that have been used to gather 

and assess data on which actionable metrics are based.  Examples include customer satisfaction 

and demographic data collected by students in both undergraduate and graduate classes.  The 

workshop explores examples of online survey software that has been used successfully to collect 

and manage group-collected data in an upper level marketing analytics course.  The types of 

projects presented can be completed in traditional classroom format courses or in online 

courses.  Issues and challenges in this process are identified and discussed and workshop 

attendee participation in encouraged.  
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EXTENDED ABSTRACT 

 

Mail-in rebates (henceforth MIR) are common promotional tools geared towards 

consumers. MIRs are delayed incentives offered to customers upon the purchase of a product or 

product upgrade (Geng & Mallik, 2004). To redeem the incentive, the customer has to submit 

documents such as the purchase receipt and UPC code.  It may take several days or weeks to 

receive the incentive. Consequently, many consumers are frustrated by the MIR redemption 

process (Khouja & Zhou, 2010). 

Studies on MIR have focused either on marketing [such as pricing and consumer choice 

models] and operation [such as supply chain dynamics] variables.  This paper integrates into 

one conceptual model many of the variables independently studied in the marketing literature. 

The proposed model explores the variables that affect a consumer‘s intent to as well as the 

actual redemption behavior of MIRs.  Moderating variables that affect the intent to redeem on 

the redemption action are also presented. 

The conceptual model proposed is unique because it combines many of the variables that 

have previously been examined independent of other each other in the extant marketing 

literature. Isolating single variables do not necessarily present a realistic look on consumers‘ 

likelihood to redeem MIRs as well as the actual redemption behavior. More importantly, the 

proposed model makes the distinction between a consumer‘s intent to redeem versus his/her 

actual redemption action.  This is important since many studies have shown that most consumers 

do not actually redeem their rebates and yet, their reason for purchasing a product was largely 

influenced by the MIR. In fact, statistics show that 70% of consumers who buy products because 

of the rebate do not follow through with the redemption process. This is known as ―slippage‖ 

(Jolson et al., 1987). 

Two of the main advantages of MIRs relates to slippage and the fact that rebates do not 

affect consumers‘ future price expectations.  While it may be profitable for marketers when 
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consumers do not redeem MIRs, we also need to explore if MIRs have lost its promotional 

effectiveness. For example, with the growing use of mobile coupons, do consumers still pay 

attention to MIRs?  Are consumers‘ purchase behaviors still influenced by MIRs?  In order to 

answer these questions, the conceptual model proposed in this study can provide some answers. 
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ABSTRACT 

 

This analysis considers five perspectives of leadership and management in the context of 

managing a sales force. Relationships between leadership and management include bipolarity, 

uni-dimensionality, bi-dimensionality, leadership subsumed with management; and management 

subsumed within leadership. Then, six factors are added including formal versus informal 

leadership perspectives, organizational type, organizational context, organizational rank, 

personal motives, and the role of goals and measures of success. Implications for the study of 

leadership and management in sales management are drawn. 

 

______________________________________________________________________________ 

 

INTRODUCTION 

 

The power of a name has been valued throughout time in poetry, religion, politics, and 

day-to-day life. The perception of this name power, and hence responsibility, can make the 

naming of people and their positions in life quite challenging. On the Psychology Today web 

site, one writer argues, ―Names matter. Whenever we hear one, we draw a wide range of 

assumptions about the individual person (or item) in question.‖ 

 A dilemma emerges when the terms ―leadership‖ and ―management‖ appear in 

conversations, lectures, research, and textbooks. Considerable confusion between the two 

concepts has arisen. The paper attempts to add some clarity to these conceptualizations of the 

terms ―leadership‖ and ―management‖ by evaluating them across various dimensions as reported 

in the literature. This investigation includes a discussion regarding titles and their implications. 

Then, a further analysis incorporates concepts regarding organizational rank, managerial duties 

and orientation, personal goals, and measures of success to the discussion in the sales setting. 

Finally, conclusions and implications are then drawn. 

 

BACKGROUND 

 

 Robbins and Coulter (2012) define management as ―coordinating and overseeing the 

work activities of others so that their activities are completed efficiently and effectively.‖ 

Robbins defines ―leadership‖ as ―a process of leading a group and influencing that group to 
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achieve its goals.‖ Nelson and Quick (2013) describe leadership as ―the process of guiding and 

direction the behavior of people in the work environment.‖ Both suggest that leadership involves 

influence. In sales management, one key question would be with regard to desired outcomes and 

how a single individual can accomplish them. 

 A recent analysis by Simonet and Tett (2013) included five possible conceptualizations of 

the relationship between leadership and management: 

  

Bipolarity: a relationship in which leaders and managers are viewed as endpoints on a 

continuum and the activities of the two are at odds with each other. 

 

Uni-dimensionality: a relationship in which leadership and management are portrayed as 

essentially interchangeable parts of an integrated whole. 

 

Bi-dimensionality: the view that management and leadership are distinct but often 

complementary processes in which they are part of an overall, large whole. 

 

Hierarchical: the perspective that management is part of a larger  

 

Management within leadership: leadership domain in which leaders must be able to implement 

their visions in order to be effective. 

 

Hierarchical: in this view, leadership becomes part of the ―directing‖ 

 

Leadership within management: function of management, one of four managerial components 

(plan, organize, direct, control) 

 

Bipolarity 

 

 Zaleznik (1992) suggests that, while leaders and managers both add value to 

organizations, the functions provided and points of view taken may be at polar opposites. 

Managers seek to maintain organizational stability while leaders advocate change. Further, 

management, as a process, involves coping with complexity through standard organization 

mechanisms such as planning, organizing, and controlling. Leadership, in contrast, seeks to 

instill change by creating a vision for the future. This difference can make management seem 

oriented to the past while leadership focuses on the future. 

 Managerial activities are often portrayed in practically negative terms in the literature. 

Some suggests managing is merely part of the mundane everyday life of an organization (Yukl, 

2002). Consequently, managers behave in impersonal and passive ways as they accept moderate 

levels of risk through coordination and balance, avoid solitary work activity, and maintain a 

straightforward life adjustment to accept life as it is. In contrast, leadership involves the creation 

of goals that arise from a person‘s desire and imagination. Leadership looks for fresh approaches 

to problems that involve higher levels of risk, is comfortable with solitary work as well as 

intensive working relationships that may even involve occasional conflicts, and engages in a 

struggle to create a sense of order in life (Nelson & Quick, 2013). 
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 Note that in this perspective an effective manager would be a poor leader, and vice versa. 

Organizations would hire different individuals to achieve the two outcomes. In a sales setting, 

one potential outcome would be to hire a ―leader‖ to inspire vision and mission and a manager to 

carry out tasks in a routine professional manager. In essence it would take two people to 

accomplish what needs to take place in the sales department, because the activities are so 

different. 

 

Uni-dimensionality 

 

 What holds management and leadership together, in the uni-dimensionality 

conceptualization, is that both are oriented toward organizational success through the 

achievement of various goals (Nienaber, 2010). When organizations are viewed as containing 

numerous, diverse demands, both leader and managerial actions are required to be integrated into 

achieving positive outcomes (Drucker, 1954). Simonet and Tett (2013) suggest that what leaders 

and managers do are highly similar activities. As a result, a successful leader and manager are 

one and the same. 

 

Bi-dimensionality 

 

 Not all managers lead and that not all leaders manage (Bass & Bass, 2008). In both 

circumstances, a single individual‘s ability to achieve organizational success on both fronts may 

be impaired, unless, as Kotter (1990) argues, that leadership can be combined with management 

in order to achieve organizational success. A successful leader from this perspective 

demonstrates aspects of both the interpersonal and structural activities companies need to thrive 

and grow. The leadership aspect of the person‘s role involves producing useful change and the 

managerial aspect controls complexity in the organization and with its environment. 

 

 These activities could be especially evident in sales management, as the most 

successfully salespeople become managers. They do not have training in leadership or 

management in most instances. It is often up to the individual to develop his or her skills, rather 

than the institutions, even though the institution is the one at stake for the individual‘s success. 

 

Hierarchical: Management within Leadership 

 

 This point of view begins with the leader‘s vision for the organization. Effective leaders 

are those who can implement that vision, thereby employing the managerial functions (planning, 

organizing, directing, and control) in order to succeed. Wortman (1982) argues that the strategic 

management function is subsumed into the larger area of executive leadership. Should this be the 

case, companies would seek to hire strong leaders who could then be taught to carry out the 

managerial functions, or adapt them as required by the situation. 

 

Hierarchical: Leadership within Management 

 

 Bedeian and Hunt (2006) compare the directing function to the influencing component of 

leadership. Leadership becomes one ―tool‖ in the manager‘s arsenal. The leadership tool focuses 

on dealing with people; however, the managerial job incorporates many other resources in order 
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to achieve organizational objectives. In the vein, Mintzberg (1980; 2009) notes ―leader‖ as one 

of the many interpersonal, informational, and decisional roles played by a manager. From this 

perspective, an organization would require a manager who would possess many attributes, 

preferably with leadership being one of those characteristics. Hiring sales managers would 

include accounting for as many of these talents as can be found in a single individual. 

 

DISCUSSION 

 

 As this review suggests, the perspective one takes when defining, conceptualizing, and 

operationalizing the terms ―management‖ and ―leadership‖ can lead to dramatically diverse 

outcomes. This would hold true in terms of how ―success‖ is defined, in terms of the most 

important aspects of the role of manager, and regarding the type of person to hire or promote. 

Some recent essays have commented on the lack of consistency and clarity in what the terms 

mean (Hunter, Bedell-Avers, & Mumford, 2007; Bedeian & Hunt, 2006). 

 In a sales setting, success can be measured in many ways. At its simplest, success can be 

measured by sales results. This could include actual sales figures, new customer acquisition, 

increased sales to existing customers, and other quantifiable outcomes. More complex measures 

might include perceptions of the employees‘ performance. This could add subjective measures 

such as employee attitudes, customer attitudes toward them, the type of customer they attract and 

retain, and any other relevant customer feedback. The most successful sales representatives often 

move into managing other sales reps; those managers with the best results may ultimately find 

themselves in upper-management. Unfortunately, being a good sales representative does not 

necessarily provide the skills necessary to be a good manager. As such, consideration is given to 

different types of leadership and management skills and their importance and utilization at 

different levels. 

 

Additional factors and Applications to Sales Settings 

 

Bass (2008) states the ―principles of leadership are nearly as old as the emergence of 

civilization, shaping leaders as much as it has been shaped by the principles‖ (Rajbhandari). Bass 

also noted that Confucius urged leaders to set a moral example and to manipulate rewards and 

punishment for teaching what was right and good (Rajbhandari). The sales setting provides many 

challenges and opportunities for managers and leaders. As seen in the following, there may be 

considerable opportunity due to organizational structure, the nature of the organization, and in 

the professional climate, for leaders to emerge, set positive examples for others, initiate change, 

and reinforce organizational objectives.  

Beyond the views of management and leadership provided in the previous section, 

several other forces complicate any study of the relationship between the two. These concerns 

would potentially skew any type of research or analysis, if not taken into consideration as part of 

a study, model, or theory. They include: 

 The distinction between formal and informal leadership 

 Organizational type  

 Organizational context 

 Organizational rank 
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 Personal motives 

 Role of goals and measures of success 

 

Formal versus Informal Leadership 

 

 Organizations that utilize sales management come in many forms. The more layers of 

management that exist, the more opportunity there is formal leadership to be established in the 

organization. If an organizational structure tends to be more flat than tall, it may have less formal 

structures of leadership as well.  

A common feature of literature (Yammarino) is explaining the nature of leadership based 

on a particular level of analysis. These views introduce various models of leadership for sales 

management and state that managers need to avoid assuming that one ―best way to lead‖ exists. 

―Sales managers are in a position to have a profound impact on their sales subordinates. Various 

dimensions of the sales manager-salesperson relationship as well as the particular leadership 

style or behavior endorsed by the manager can enhance, neutralize, or inhibit such job-related 

outcomes and responses of sales subordinates as job satisfaction, motivation, effectiveness, and 

performance‖ (Yammarino, p. 43). 

Formal leadership in many organizations can be conceptualized simply understanding 

which individuals are ―in charge‖ of others. This can include lower-level managers to upper- 

management. Sales members often look up to sales managers, district/regional managers, vice-

presidents, and upper management. 

Informal leaders in organizations can be those who gain respect through other means than 

―climbing the ladder.‖ They are people that have shown their significance to the organization in 

other ways. Employees who have been in an organization for a long time, who actively engage 

themselves with others in the company‘s internal and external environment, offer input to new 

people in the organization, etc. They are seen as leaders even though not officially being 

appointed to or earning that role. Some informal leaders may be very active in the community, 

and gain recognition from these activities, making people‘s perceptions of them as leaders, 

regardless of their position at the university. For example, someone might gain recognition for 

being a leader in a church, and this perception would carry over into the workplace even though 

they may not be a formal leader in the workplace. 

 

Organizational Type 

 

 A persistent problem in the study of leadership is the assumption that leadership could be 

transferable across situations. Simply stated, leadership style and form cannot be conceptualized 

as a ―one size fits all‖ model. An effective leader in the military would exhibit different traits, 

characteristics, and behaviors than would one in a public relations firm. 

 The same can be true in with regard to sales management. Regarding size, it would seem 

to reason that the larger the organization, the more political in nature management‘s role could 

be, as the number of people involved could be greater. It is possible that some leaders could be 

more effective in some types of situations than others. Differences in the type of sales (new sales 

versus old account retention), products, customers, and even geographic locations might dictate 

the type of leader or manager would be most likely to succeed. Some managers have to oversee 
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broad geographical regions with many diverse customer needs, while others could cover a 

metropolitan area with very similar needs. 

Organizations are often structured in a hierarchical manner, and sales programs are 

structured as such. The traditional bureaucratic organization was tall, containing many layers. 

Leaders had direct contact with a limited number of people, and so their effectiveness was 

limited to the quality of employees they hired beneath them and their ability to transfer goals and 

control the direction of the organization.  

As many companies became more flat and organic in nature especially with regard to 

sales activities, leaders have had to let go of some of this control and trust others in the 

organization to carry out the goals. In many cases the effectiveness of a leader can be affected by 

this decentralization or lack thereof. Some leaders want to share responsibility and 

empowerment, usually with the intent of increasing employee motivation and satisfaction. The 

ultimate result should be positive to retention rates, and, overall, have many positive implications 

for the organization. ―The way a top-management team is constructed and the type of people 

who are on it affect the level of organizational learning‖ (Jones, p. 357). This impacts the quality 

of information, how it is disseminated, and the quality of decision making in the organization. 

Leaders are often involved in setting, and organization goals, as well as tracking progress. 

(Schultz, 2011). They are critical to the concept of creating value for employees, customers, and 

stakeholders. ―The concept of a value proposition is over-complicated by many. In fact, it‘s 

relatively simple. A value proposition is the collection of reasons why a person or company buys 

something…As a leader, it‘s your responsibility to create change that will allow the organization 

to succeed. With team members still in their recession mindsets, this might seem like a daunting 

task. Daunting though it may be, it‘s doable‖ (Schultz, pp. 3-5). 

 

Organizational Context 

 

Some researchers believe leadership is a phenomenon constructed socially, contextually, 

and culturally (Rajbhandri, 2012). Organizational context variables include whether a company 

is growing, stable, or declining, whether the organization is a small business or a large 

corporation, whether the company faces a hostile or favorable environment, as well as the 

organization‘s location, structural arrangements, and form of ownership.  

Congruence between a recruit‘s needs, skills, and values and the sales organization is an 

important element in sales socialization models tested by Dublinsky et al. (1986) and Grand and 

Bush (1996). Congruence has been linked with important subsequent steps in the socialization 

process such as role definition, resolution of work conflicts, job satisfaction, and performance. 

 Grant and Bush (1996) argue that sales leaders should institutionalize socialization 

settings to positively impact sales organization culture by building value congruence. In doing 

so, sales managers  should focus on effectively communicating what new recruits will experience 

in the socialization process and on fostering a quality relationship between new recruits and 

others in the organization with whom the new recruits will work‖ (Ingram, LaForge, & 

Schwepker, p. 308).  

As mentioned previously, simple measurements, such as sales revenues, key costs, and 

profits, easily be tracked and comparisons made. Organizational managers can choose how to 
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segment their operations and the corresponding results, whether it is by departments, 

geographical areas, product types, or other activities. Performance management can also be 

measured by more elaborate and subjective variables, such culture change programs and 

behavioral and capability aspects (Wilkes, Yip & Simmons). 

Organizational Rank 

 

Organizational rank probably has more impact on formal leadership and management 

than informal. Individuals are expected to be managers and leaders when they achieve certain 

positions in an organization. Sales persons look to sales managers for leadership—observable 

activities that indicate a shared purpose. Managers often lead those beneath them in an 

organization by being responsible for performance-outcome measures. ―Because rewards to 

salespersons are contingent on performance, performance-outcome expectancies are 

strengthened. The clarification of task requirements also may contribute to salespersons‘ 

confidence that, with some degree of effort, they can succeed in accomplishing their 

assignments. So, effort-performance expectancies are strengthened‖ (Yammarino, p. 49). 

 As practically any organizational behavior or introduction to management textbook notes, 

the job of ―manager‖ does not remain the same when one compares first line supervisor, middle 

manager, and top management positions. Behavior is often considered a function of the person 

and environment, which means that an individual‘s behavior could change depending on their 

position. As such, an analyst must know something about the person and the situation in order to 

understand the individual‘s behavior (Nelson and Quick). 

 The question becomes, ―Does rank change the potential application of a leader-manager 

model?‖ For instance, at the lowest ranks, does bipolarity apply? First level supervisors are, after 

all, often more ―order followers‖ than visionaries. They look to upper management for direction 

of their programs. Could it be the case that, for first line supervisors, leadership becomes 

subsumed as a tool of management, yet when the same individual rises to the rank of CEO, the 

vision imperative would require management to become a subset of the person‘s leadership 

efforts? A transformational leader at the top of the organization chart could, for example, 

exhibits charisma, individualized consideration, inspirational motivation, and intellectual 

stimulation (Bass, 1990). These attributes allow the leader to ―convert their visions into reality 

by inspiring followers to perform‖ (Nelson & Quick, 2013, p. 204). At the rank of supervisor, 

can such a ―vision‖ exist? 

 As these issues indicate, organizational rank often influences the duties, activities, and 

behaviors required of managers. By inference, leadership of a department or small organizational 

subunit may take a different form than the one displayed by the inspiring, visionary, charismatic 

top management leader (Howell, 1988). These same forces would, in turn, would influence what 

would be the most effective managerial style and manager activities. 

 According to Sharma (2013), leadership is impacted by identifying and applying a 

leader‘s ability to enable others to act and his or her ability to set objectives. This includes: 

 Modeling the Way 

 Inspire a Shared Vision 

 Challenge The Process 
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 Enable Others to Act 

 Encourage The Heart   

 

Consider how these activities would be present at various levels in a company‘s hierarchy. 

Clearly a supervisor can model behaviors, enable others to act, and encourage the heart, but 

could a first line manager inspire a shared vision beyond his/her own department. One who 

challenges processes at such a low rank may be viewed as a ―trouble-maker,‖ or worse. 

 

Personal Motives 

 

 Power is the ability to influence another person (Nelson & Quick, 2013). Power can 

sometimes be viewed as positive and sometimes as negative, depending on the intent. Some 

writers have drawn a distinction between charismatic leaders exhibiting ―socialized power 

motivation‖ that seeks to improve the collective well-being of followers with charismatic leaders 

dominated by ―personalized power motivation‖ that drives the individual to covet personal gain 

and glorification (Sankowsky, 1995). An authentic leader, drawn by the motive to help others 

succeed, inspires hope, optimism, resiliency, and self-efficacy (Luthans & Avolio, 2004).  

 Does this dichotomy eliminate the uni-dimensionality and bi-dimensionality models of 

the leadership-management relationship? Those with political motives would deploy a different 

set of behaviors than would those trying to reach more authentic plane. As a result, a successful 

leader/manager should be defined in terms of either personal or organizational outcomes. A 

Venn diagram of outcomes would portray personal success and organizational success as having 

separate realms in some instances and a combined space in others, which would be the only 

place the uni-dimensionality and bi-dimensional models could then apply. Further, a case might 

be made, in that circumstance, that in those places in which a manager pursues only one 

(personal vs. organizational outcomes), the bipolarity model best explains the leadership-

management relationship. Companies require both upwardly mobile ―leaders‖ and stable and 

helpful ―managers.‖ 

 McFarland et al (1993) in Bass (2008) stated six common themes for 21
st
 century leaders. 

These themes are more relationship based and encourage leaders to understand more about their 

employees and work related behaviors than in the past.  

McFarland‘s identified themes included the following (Rajbhandari, 2012): 

(1) Leadership is no longer the exclusive domain of top bosses 

(2) Leadership facilitates excellence in others 

(3) Leadership is not the same as management 

(4) Leadership has sensitive, humanistic dimensions 

(5) Leaders need to take a holistic approach 

(6) Leadership is the mastery of anticipation, initiating and implementing change. 

 

Applying this to the sales setting, leaders at all levels of the organization can implement a 

more humanistic view of behaviors and needs of employees. It also implies the idea of leadership 

existing in various levels of the organization. It somewhat broadens the perception of leaders and 

leadership. Taking into account the humanistic side, being an effective leader can have a strong 
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relation (Drucker, 1954) to how much that leader understands his or her followers (Rajbhandari, 

2013). 

  Salespeople should play an active role in implementing high legal standards with 

customers, peers, and others within the sales organization. ―Multilevel leadership, sometimes 

referred to as form of distributed leadership or shared leadership, is generating increased 

attention in the leadership literature. Woods concludes that the growing importance of this 

approach is due in part to the limitations of relying on the single, ‗heroic‘ leader and a 

recognition that tapping into the ideas, creativity, skills and initiative of all or a majority of those 

in a group or organization unleashes a greater capacity for organizational change, 

responsiveness, and improvement‖  (Ingram, LaForge & Schwepker, p. 309). 

 

Goals and Measures of Success 

 

 When studying leadership and management, what constitutes ―success?‖ It might be the 

case that as in the definition of management provided by Robbins and Coulter (2012), the goal of 

management becomes to complete work ―efficiently and effectively‖ whereas the goal of 

leadership is to help the group obtain its goals. Is there uniformity in these perspectives regarding 

the goals manager/leaders pursue? 

 Within the bipolarity model, managerial goals are nearly by definition different from 

leadership goals. In the uni-dimensionality perspective, leader and manager goals are the same, 

as they are in the bi-dimensionality point of view. When management is part of the larger 

leadership domain, the leader‘s vision constitutes the ultimate goal. Conversely, when leadership 

is viewed as one element of managing, other organizational outcomes might be part of an 

executive‘s set of goals for the organization. 

 More philosophically, some economic models argue that the primary goal a 

managerial/executive team should pursue is share value and profitability. Others argue that social 

goals, such as sustainability, social justice, and ethical actions are equally valid measures of the 

success of a management team. How are these differences applied to a sales management 

setting? How do you measure the success of a sales representative, a manager, a vice president?  

 

CONCLUSION 

 

These many issues and complications illustrate how overlapping roles of management 

and leadership in the sales management setting can create opportunity and confusion. Are 

organizations similar enough to make recommendations for all managers and leaders, or should 

each case be considered individually? Should leaders be identified and given only leadership 

tasks, or can they be given management responsibilities as well? Whatever the case, it seems that 

the many layers of management in organizations must consider the type of organization 

involved, its context, the rank of the individuals being studied, and the motives, goals and 

measures of success imposed to fully understand the roles of positions and individuals, not to 

mention how they can be developed. This development might consider more overlapping 
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responsibilities, as well as the development of roles acting autonomously. Leaders may at times 

escape certain responsibilities, but they never escape accountability (East). 

 

Implications 

 

The purpose if this analysis has been to propose further investigation of the distinction of 

―leadership‖ and ―management‖ in the sales management setting. From the perspective that 

suggests they are distinct and in conflict with each other (bipolarity) to views that they are the 

same (uni-dimensionality), to the idea that they contain differing but complementary activities 

that come together to achieve the same desired outcomes (bi-dimensionality), to the viewpoints 

that leadership is larger than management or that management is larger than leadership, the first 

outcome should be that research begin to identify a more universally consistent definition for 

each term. At the least, researchers and writers should report the perspective to which they 

subscribe. 

 

The sales management setting is similar to other corporate settings in that advancement in 

the organization is usually systematic, with procedures and rules dictating this advancement. 

This lends itself to more formal methods of management. But, as the more humanistic view of 

leadership becomes prevalent in organizations, opportunities for informal leaders in the sales 

management setting are increasing. 
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Addressing the dilemma of IT/business alignment is an extremely important area to 

investigate. IT/business alignment is considered as a main important issue in order to harmonize 

IT strategic goals with organizational goals (Tapscott & Caton, 1993). Research over the past 

three decades has consistently found that the IT-business alignment is widespread and persistent. 

Another reason is the empirical evidence showing a relationship between the dimensions of 

"IT/business alignment" with the dimension of ―competitive advantages". Recent studies have 

found a positive correlation between high levels of IT/business alignment and high levels of 

competitive advantage for businesses (Luftman 2008). These findings add credence to the 

importance of achieving a high level of maturity in the IT/business alignment. 

Strategic alignment focuses on the activities that management performs to achieve 

cohesive goals across the IT and other functional organizations (e.g., marketing, HR, 

manufacturing, finance) and is considered as a very important part of the business model 

enablement. Therefore, alignment has to addresses both how IT is in harmony with the business, 

and how the business should, or could be in harmony with IT. 

To assess the ITIL variables the research is based on ITIL theory, the variables 

considered are:  

1) Financial management for IT services; 2) Service level management; 3) Availability 

management; 4) IT service continuity management; 5) Capacity management; 6) Incident 

management; 7) Problem management; 8) Change management; 9)Release & deployment 

management; 10) Service asset and configuration management; 11) Service desk. 

To assess the business model variable the research is based on Osterwalder canvas 

proposal including the following variables: 1) Customer segments; 2) Value propositions;  3) 

Channels value; 4) Customer relationships; 5) Revenue streams; 6) Key resources; 7) Key 

activities; 8) Key partnerships; 9) Cost structure. 

To assess the alignment variable the research is based on (Luftman‘s, 2006) strategic 

alignment model. This model was adopted and adapted to the context of this research, the main 

dimensions considered for alignment variable are: 1. Communications maturity; 2. Business 

value measurements maturity; 3. Governance maturity; 4. Business relationship management 

maturity; 5. Technology scope maturity; 6. Skills maturity. 
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To provide a representation of each organization‘s alignment maturity level at the time of 

the study, a cross-sectional design was employed utilizing 13 survey assessment instruments that 

were developed based on ITIL, Strategic Alignment Model and Business Model theory.  

The Business model and the alignment instrument were developed using Likert items for 

the scales to be able to measure maturity levels (do not confuse this with CMM model). In the 

case of alignment instrument, in order to assess the maturity of each variable all of the ITIL 

instruments were developed using nominal scales and each item were assessed on a dichotomous 

scale (do not confuse this with CMM model). The ITIL processes were operationalized as 

independent variables and the alignment model operationalized as dependent variable through a 

congruence matrix. 

To determine whether the instruments demonstrated acceptable reliability a pilot test was 

administered first to 15 IT and business executives within three different businesses, revealing 

that all items were not interpreted as intended, so there were some changes to the instruments 

and then administered to another 12 IT and business executives, this time all items were 

interpreted as intended, resulting in no changes to the final questionnaires. All the ITIL and 

alignment questionnaires were submitted to Cronbach‘s alpha tests to be sure that the 

instruments were reliable. 

These results only consider the first analysis to the data, this time it includes almost 5000 

ITIL, Business model and alignment questionnaires in 9 organizations (telecommunications, 

outsourcing, financial services, government) across 4 Latin American countries. 

In order to get a right interpretation of the results and that they were able to differentiate 

maturity levels among organizations with a positive correlation between variables, descriptive 

statistic with cross tables, Chi square for goodness of fit and Fisher tests were used. 

IT Organizations that shows a higher maturity in financial management process shows a 

strong correlation with Businesses that have a higher maturity levels in business value, 

government and communication dimensions respectively. and showed a positive correlation 

with the following business model variables customer segments, customer relationship, revenue 

streams, cost structure. 

IT organizations that shows a higher maturity in service level management process 

shows a strong correlation with businesses that have a higher maturity levels in business value, 

government, business relationship management and communication dimensions respectively. 

And showed a positive correlation with the following business model variables customer 

relationships, value propositions. 

IT organizations that show a higher maturity in availability management process shows 

a strong correlation with businesses that have a higher maturity levels in business value, 

technology scope and government dimensions respectively. And showed a positive correlation 

with the following Business Model variable Key Activities. 

IT Organizations that shows a higher maturity in it service continuity management 

process shows a strong correlation with businesses that have a higher maturity levels in business 
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value, government and technology scope dimensions respectively. And showed a positive 

correlation with the following business model variable key activities. 

IT Organizations that shows a higher maturity in capacity management process shows a 

strong correlation with businesses that have a higher maturity levels in technology scope, 

government and business value dimensions respectively. And showed a positive correlation with 

the following business model variables cost structure and key resources. 

IT Organizations that shows a higher maturity in incident management process shows a 

strong correlation with businesses that have a higher maturity levels in communication and 

business value dimensions respectively. And showed a positive correlation with the following 

business model variables key activities and customer relationships. 

IT Organizations that shows a higher maturity in problem management process shows a 

strong correlation with businesses that have a higher maturity levels in technology scope and 

business value dimensions respectively. and showed a positive correlation with the following 

business model variable key activities. 

IT Organizations that shows a higher maturity in change management process shows a 

strong correlation with businesses that have a higher maturity levels in business value, 

government and technology scope dimensions respectively. And showed a positive correlation 

with the following business model variable key activities. 

IT Organizations that shows a higher maturity in release and deployment management 

process shows a strong correlation with businesses that have a higher maturity levels in 

technology scope, communication and business value dimensions respectively. And showed a 

positive correlation with the following business model variable key activities. 

IT Organizations that shows a higher maturity in service asset and configuration 

management process shows a strong correlation with businesses that have a higher maturity 

levels in government and technology scope dimensions respectively. And so far haven‘t found a 

consistent correlation with some business model variables. 

IT Organizations that shows a higher maturity in service desk function shows a strong 

correlation with businesses that have a higher maturity levels in communication, business value 

and business relationship management dimensions respectively. And showed a positive 

correlation with the following business model variable customer relationships. 
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Direct sellers have enthusiastically embraced social media as a way to promote their 

products.  For example, Ferrel and Ferrel (2012) found that approximately 76% of direct sellers 

use social media for promotional purposes and 55% use social media to recruit new distributors.  

Additionally, direct selling organizations are leveraging the power of the Internet through blogs 

and websites to market products, the opportunities of direct selling and as a tool to motivate 

other salespersons.  Meanwhile, traditional sales force managers have been hesitant to use 

social media as a motivational tool primarily because of issues of client or company privacy.  In 

some cases, improper use of social media by traditional salespersons has resulted in termination 

of employment.  In order to protect their company‘s and their clients‘ privacy, sales managers 

have even resorted to blocking the use of social media on company laptops.   So, while websites 

such as Facebook have been a boon to direct sellers, this tool has largely been off-limits to 

salespersons seeking to motivate each other.   

 

As a result, the speed and ease of communication through social media has been 

unavailable and the traditional methods of phone calls and emails have to suffice. These ―old‖ 

methods (voicemail and email) still have drawbacks.  Voicemail has increasingly become 

perceived as unwieldy and a time-consuming way to communicate.  For instance, salespersons 

and managers are quick to complain that when they get back to their office or their car from a 

sales outing, they may have over 30 minutes of voicemails to listen to.  Sending group emails still 

works relatively well, but messages may not reach the receiver as quickly due to the clutter of 

other messages from clients and other sources in their inboxes.  In addition, sales managers and 

salespersons enjoy hearing the tone of voice and the excitement after an important sale has been 

made or the disappointment in the voices of those who are having a difficult time.  Salespersons 

are used to discerning subtle differences in tone of voice that convey emotion and this is not 

available through email.   

 

As a result, new aps for cell phones and laptops have been developed that allow instant 

voice communication in a way similar to a way a walkie talkie works.  A new application that is 

gaining some traction in this industry is Voxer. (www.voxer.com) Voxer is advertised as ―Instant 

Voice. Anytime, Anywhere.‖ They seem to satisfy this niche market in that it has the 

confidentiality that is lacking on sites such as Facebook and Twitter, but still allows for group 

conversations to remain private.  The application can be used like a walkie talkie or can be used 

to leave a sound byte for an individual and a group.  It can function as a text messaging system 

and Voxer Business has the optionality for sales managers to see their employees‘ messages 

populate on a map in real-time.   

 

While still in the early phase of adoption, Voxer and similar applications for smartphones 

appear to be perfectly situated to occupy this segment of the marketplace that has largely been 
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unsatisfied by social media outlets.  While free downloads are available for iPhone and Android 

operating systems, companies are increasingly willing to pay for the additional privacy and 

functionality of Voxer.  Now, traditional sales forces, concerned about privacy, have a social 

media tool that allows for the ease of communication without the unease of sending out messages 

to unintended receivers.   

 

REFERENCES 

 

Ferrell, O.C. and Ferrell, L. (2012). ―Redirecting Direct Selling, High-touch embraces high-

tech‖, Business Horizons, 55 (3), 273-281. 

www.voxer.com 
 

  



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

262 
 

 

GLOBAL AND CROSS CULTURAL MARKETING 

 

A CROSS-CULTURAL PERSPECTIVE ON CONSUMER PERCEPTIONS 

OF SERVICE FAILURES’ SEVERITY: A PILOT STUDY 

 
Haithem Zourrig, Faculty of Business Administration, University of Regina, CANADA 

Kamel El Hedhli, College of Business Administration, Abu Dhabi University, U.A.E 

Jean-Charles Chebat, HEC Montréal, CANADA 

 

 
 

ABSTRACT 

 

The purpose of this research is to investigate whether a comparative cross-cultural or cross-

national study is relevant to capture differences in the perception of service failure severity. We 

conducted two separate studies. The first investigates differences in the perception of service 

failures across two cultural pools of subjects (allocentrics-versus-idiocentrics) within a same 

country. The second contrasts cross-cultural and cross-countries comparisons in the evaluation 

of service failure severity. Results showed that cultural values differences, when investigated at 

the individual-level (i.e. idiocentrism-versus-allocentrism); are more significant to understand 

the influence of culture on the perception of severity; that is allocentrics perceive more severity 

in the service failure than idiocentrics. However, a cross- country comparison (i.e. US versus 

Puerto Rico) doesn‘t show significant differences. 

 

 

INTRODUCTION 

Although the concept of severity was widely discussed in the criminology and 

psychology fields as a critical topic (e.g. Mandelzys, 1979; Allen 1986; Bennett and Earwaker, 

1994; Heller et al. 1983), it has received little attention in marketing services literature. In this 

line, recent research calls in marketing advocates that academicians as well practitioners have 

much to gain from a further understanding of customers‘ perceptions of the failure‘s severity in 

order to be willing to address the appropriate service recovery (De Matos et al., 2007). 

 

In fact, gaining insight into how customers assess the failure severity is a critical issue, 

especially in the service context where failures occur more often (Fisk et al., 1993); the higher is 

the severity of a failure, the lower the overall satisfaction will be (Mattila, 1999; Weun et al., 

2004). In a similar vein, the magnitude of severity has shown to affect the attribution of failure; 

the more severity is perceived in a failure the more the customer will blame the service provider 
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(Laufer et al., 2005). Moreover, the severity magnitude can interact with the type of unfairness 

experienced by the customer, as the service failure becomes more severe, the positive influence 

of both interactional and distributive justice on satisfaction evaluations decreases (Weun et al., 

2004). Along these lines, knowing the degree of the perceived severity may help in deciding the 

appropriate service recovery strategy that a marketer should deploy to remedy to the failure 

(McCollough et al., 2000). 

 

Obviously, marketers are faced with the challenge of understanding how customers 

mentally frame the severity of the wrongdoing or the degree of hurt, so they may address the 

right service recovery and resolve the problem. As globalization grows this challenge becomes 

more complex especially when the severity issue extends to different cultural contexts. This is 

especially true in intercultural as well intra-cultural contexts, where cultural boundaries become 

unclear. Even customers from a same country and within the same marketplace may cling to 

different cultural values and therefore may assess differently the severity of the service failure. 

This evidence suggests that investigating customers‘ sensitivity to an experienced harm or loss 

should be apprehended from a cultural perspective and more particularly at the individual-level 

of culture rather than societal or country level. 

 

n claiming so, in this paper we review literature on the service failure‘s severity as well 

cross-cultural differences in the severity evaluation, and we conducted a pilot study organized in 

two separate studies with tests of comparisons. The purpose of the pilot study is to investigate 

whether a cross-cultural comparison (study 1) or a cross-national research (study 2) is relevant to 

capture differences in the perception of service failure severity. Hence, study 1 focuses on the 

cultural values differences viewed at the individual-level and investigates whether subjects from 

a same country who cling to different cultural values (i.e. idiocentrism—refers to the person-

level of individualism versus allocentrism—refers to the person level of collectivism) perceive 

different degrees of severity. Study 2 replicates the first study in two other countries, in order to 

strengthen the external validity of the findings. More specifically the second study investigates 

whether differences in assessing severity are due to the differences in trait of culture (i.e. 

allocentrics versus idiocentrics) or the differences across countries. As we proceed, we discuss 

the study‘s findings and we conclude with main research implications and research limitations. 

LITERATURE REVIEW 

The Severity of the Service failure 

 

The major factor that affects whether or not a conflict is pursued is the severity of the 

conflict (Leung, 1988). The more severe the incident, the more negative will be the victim‘s 

reactions (Schoenbach, 1990). In services marketing, the severity issue was addressed in the 

context of service failure, referred to as the magnitude of service failure (Weun et al., 2004) and 

criticality (Mattilla, 1999). 

 

It has been recognized that minor problems, involving mild inconvenience to the 

consumer, are less likely to elicit strong negative behavior such as revenge (Folkes, 1984). 

However service failures involving more serious problems can result in severe loss and shape 

vengeful behaviors (Bechwati and Morrin, 2003). In addition, the perception of the severity 
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influences the blame attribution especially when culpability is ambiguous. The more a severity is 

perceived the more blame will be assessed to the firm (Laufer et al., 2005). 

 

Likewise, the severity of a service failure can influence the type of recovery that is 

necessary to mitigate the customer‘s dissatisfaction. For instance, a customer is more likely to 

expect some compensation from the service provider if the failure resulted in a financial loss 

than if it did not (McCollough, 2009). However, if the service failure is perceived as significantly 

severe, and even when the service provider initiates a strong service recovery, customers will 

remain upset, will engage in a negative word-of-mouth, and will be less likely to develop trust 

and commitment toward the service provider (Weun et al., 2004). 

 

Cross-cultural Differences in the Severity Assessment 

  

 Little is known about the effect of culture on the severity evaluation. However, 

investigating cross-cultural differences in the assessment of severity is relevant to understanding 

whether offenses are perceived more seriously in one culture than another and whether these 

offenses will potentially provoke confrontational behaviors. 

  

 For instance, Itoi et al., (1996) found that Japanese students rated the harm related to an 

offense as more severe than their American counterparts do. Japanese students are also more 

inclined to engage in non-adversarial behaviors such as excuses and apologizes; as they tend to 

make conflicts covert (or to otherwise mitigate them) rather than resolving them. This is 

explained by the fact that Japanese are more likely to experience an inner pressure (e.g. 

suppressing private feelings and maintaining social harmony) which induces a higher social 

sensitivity to offenses that leads to a hyper-perception of harming others. 

Likewise, in regard to moral offenses, Scott and Al-Thakeb (1980) and Evans and Scott (1984) 

found that American students perceived less seriousness when compared to Kuwaiti university 

students when faced with the same circumstances. These differences are explained by the effect 

of religiosity on the perceived seriousness of an offense.  Respondents who score high in 

religious values perceive offenses more seriously than do respondents with low scores in 

religious values (Al-Thakeb and Scott, 1981; Newman and Trilling, 1975). 

  

 Moreover, the severity assessment is strongly related to the risk perception that is a 

function of the probability and the importance of loss (Mitchell, 1998). When investigating the 

risk judgment, from a cross-cultural perspective, Bontempo et al., (1997) found that respondents 

from Hong Kong and Taiwan (collectivist cultures) are more sensitive to the magnitude of 

potential losses than respondents from United States and Netherlands (individualist cultures). 

In fact, most cross-cultural studies have been conducted with samples from different countries 

(Eastern versus Western countries) or at the societal level (collectivistic societies versus 

individualistic societies). Although these studies have addressed relevant research questions, 

there is a need to investigate the cultural differences within countries as well, to get a more 

comprehensive view about how people according to their cultural values, frame a negative event 

such as an offense. 

  

 For instance, Evan and Scott (1983) reported that people from Middle East perceive more 

severity in many offenses than Americans. However, Scott and Al-Thakeb (1977) reported many 
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similarities in the perceived seriousness of several offenses for respondents from United States, 

Finland Sweden, Norway, and Kuwait. Moreover, within a same country and using data from a 

national survey, Hagan and Albonetti (1982) found that African Americans are considerably 

more likely than Caucasian Americans to perceive criminal injustice (Hagan and Albonetti, 

1982). 

 

Obviously, these differences are often contrary to lay expectations and cannot be 

attributed solely to cross-national differences (Leung, 1989; Kwan et al., 2002). Hence, it is 

reasonable to argue that two persons from a same country may mentally appraise an offense 

differently because of their differences in cultural values‘ orientations, although they live in that 

same country. Likewise, two persons who originate from different countries may appraise an 

offense in a similar way because they share same cultural values‘ orientation, although they live 

in different countries. 

  

 Therefore, the influence of culture on severity assessment seems to be more complex as 

its scope goes beyond the country level or societal level. Obviously, there is a need to investigate 

cross-cultural differences in perceived severity at the individual-level as well. 

 

Allocentrism versus Idiocentrism 

 

In cross-cultural psychology literature as well in the service marketing field, the 

individualism-collectivism paradigm (Hofstede, 1980) was recognized to be the key dimension 

of cultural variability. However, several criticisms have been raised regarding the 

conceptualization and methodological approaches used in developing individualism-collectivism 

dimensions (MacSweeney, 2002). For instance, scholars argue that the process used in 

identifying such dimensions is based solely on a subjective and arbitrary aggregation of items, 

that neglects the variability between individuals who may have different even opposite cultural 

values (Fernandez et al., 1997). Given that in a same country, consumers may not always behave 

in a strict individualist or collectivist manner, it‘s more accurate to investigate cultural variability 

at the individual-level base (Zourrig et al., 2009a). 

To account for the within-culture variations at the individual-level, Triandis (1989) 

coined the terms of allocentrism and idiocentrism to address respectively the collectivistic and 

the individualistic cultural orientations at the person-level. Accordingly allocentrics tend to 

emphasize the interdependent self more often, leading to a greater concern for norms, 

obligations, and duties than do idiocentrics. They cling to in-group similarity and often show 

little or no distinction between in-group and personal goals. While idiocentrics tend to sample 

the independent self more often, leading to a greater consideration of attitudes, personal needs 

and rights than do allocentrics.  

These cultural values‘ orientations may influence the cognitive paths whereby people 

perceive their environment and the severity of an external stimulus such as a service failure. In 

this vein, Wang et al., (2004) support that allocentric persons see the environment as fixed and 

themselves as changeable, whereas idiocentrics see themselves as stable and the environment as 

changeable. 
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These differences in cognitions have manifestly great implications on how allocentric 

perceive a severity of an external stimulus such as a service failure. Indeed it is reasonable to 

argue that allocentrics may perceive more severity in a service failure as they are expecting 

stability in their environment over time, but once an unpredictable event such as a service failure 

occurs in their environment, it will make them uncomfortable and urge them to cope with the 

unexpected situation. In contrast, as idiocentrics are used to perform in a changeable 

environment, they become skilled to cope with negative and unexpected changes and less 

sensitive to the severity magnitude as they gain more confidence in coping with a service failure. 

In claiming so, one can argue that following a severe incident allocentrics may perceive more 

severity related to a service failure than do idiocentrics. From this, we derived 2 propositions: 

P1: Subjects within a same country, pooled in allocentrics and idiocentrics, may report 

different levels of severity, such as allocentrics will perceive more severity in a service 

failure than idiocentrics (cultural values‘ orientations comparison). 

 

P2: Subjects from two culturally distant countries, will report similar magnitude of 

severity (cross-country comparison), but pooled in allocentric subjects and idiocentrics, 

they will report different levels of severity (cultural values‘ orientations comparison). 

 

The two studies that follow tests cultural differences in the perceived severity highlighted 

in propositions P1and P2. 

 

STUDY 1 

 
The literature cited previously suggested that it is worthy to investigate cultural 

differences in the perceived severity at the individual-level. Hence, the purpose of this study is to 

test proposition 1, whether the perceived severity differs between allocentric subjects and 

idiocentrics.  

 

Method 

 

 Participants: 100 undergraduate students from a university based in Quebec responded to a 

Web-based survey. We screened students based on the following criterion: subjects should be 

born and grew up in Quebec. Overall we retained only 70 students. Among them 31 participants 

were males and 39 females. In indicating their ethnic origins 22 were assigned to the Western 

culture and 48 to the Eastern culture. 

 

Procedure: Participants were gave a booklet of 12 stories borrowed from 

UNDERDOGS‘ program, a TV show of the Canadian Broadcasting Corporation (CBC). The 

program relates real fights, with real frustration, where outraged customers are involved in a 

battle against perpetrator firms (see Table. 1). After reading each story, the participants were 

asked to rate 6 items assessing the realism and severity of the offenses. At the end of the survey, 

participants are asked to respond to idiocentrism/ allocentrism items, and to specify their gender, 

country of birth, how longer they have lived in the country, and their ethnic identification. 
 

Table 1: Cases from Underdogs Program TV on CBC 
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Story # 1 

 

Liz & Fabian versus Big Appliance 

Liz & Fabian bought a well-known brand name vacuum cleaner 

through an infomercial. After more than a year, the vacuum cleaner 

still has not arrived. The appliance company says it isn‘t responsible... 

but Liz & Fabian want them to take responsibility for the problem. 

Story # 2 

 

Burt versus Big Funeral 

Burt and his wife changed their minds about their funeral plans and 

cancelled their contract. They got their money back, except for the 

money for a cremation urn. Burt wants the funeral company to cough 

up their 'urnings'. 

Story # 3 

 

Tom versus Big Auto  

Tom bought into the dream of a vehicle that would last a decade. But 

when the transmission in his $40,000 van went kaput just past its 

warranty, Tom's dream died with it. Now he's trying to wake up the 

company, and he won't be satisfied until they've paid the cost of his 

new transmission. 

Story # 4 

 

Patrick versus Big Phone  

 

When Patrick's family signed up for long distance service, he thought 

they were getting a great deal. But Patrick says the company ended up 

charging him for 6 years of internet service that he insists he never 

asked for and never used. He wants that money back. 

Story # 5 

 Mark versus Big Phone  

 

Mark agreed to renew his cell phone contract for unlimited calling at 

a great low rate, but when the bills came in the charges were 

substantially higher. Mark wants the company to honour the contract 

he signed. 

Story # 6 

Antoinette versus Big Office Supply  

 

Antoinette was shocked to discover that the crashed computer she 

returned was repaired and sold to another customer, along with the 

personal files she stored on it. She wants the company to only sell 

computers with clean hard drives. 

 

Story # 7 

Nathan versus. Big Rewards  

 

Nathan had not used his loyalty program card in years, and then 

discovered that because of company policy, his points had been wiped 

out. Nathan believes he earned his points and he wants them back. 

Story # 8 

Dawn versus Big Car  

 

Dawn says a faulty passenger door on her new minivan put her family 

in danger. After repeated attempts to have the faulty door fixed, Dawn 

was left angry and frustrated at the company's inability to satisfy her 

concerns. 

 

Story # 9 

 

Victoria versus Big Cellphone  

 

 

Victoria purchased a new phone, assured of the local calling rate. But 

instead, her phone number was based in another city 300 km south of 

where she lives and many of her calls have been charged the long 

distance rate, even checking her voicemail. 

Story # 10 

 

Faye versus Big Gas Co.  

When Faye's husband died last year, she removed his name from their 

gas bill. The utility gave her a new account and charged her at a 

higher rate. Faye says she's owed money. 

Story # 11 

 

Catlin versus Big Toilet Paper 

Catlin won a contest, but found it impossible to actually receive his 

prize: an iPod. Now he's fighting a big paper company, and he's got 

his whole high school behind him. 

 Story # 12 

 

Nick versus Big Auto  

 

Nick bought a new minivan in 2003. Since then, the van has been in 

the shop nearly two dozen times, for a total of about 6 months. Nick 

says his van is obviously a lemon, and he believes the car company 

should replace it. 

 

Episodes realism: We measured episodes realism with 3 items derived from Bechwati 

and Morrin (2003) and McCullough et al., (2000)‘s measures. Examples of items are ―the 

situation described above is realistic‖ and ―this story is likely to occur in students‘ real life‖. To 
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increase measure sensitivity items were rated using a 10-point Likert scale ranging from 

1=strongly disagree to 10=strongly agree. 

 

Offense severity: We measured the severity of the incident with 3 items derived from 

Weun et al., (2004) developed in the consumption context.  A sample of items includes: ―If this 

offense were really happening to me it would create a major problem for me‖, and ―If this 

offense were really happening to me, it would cause me a great deal of inconvenience‖. Items 

were also rated using a 10-point Likert scale. 

 

Allocentrism-Idiocentrism trait: Allocentrism and idiocentrism were measured using a 

short version of 13 items (e.g. Shafiro, 2004; Callow and Schiffman, 2004) adapted from the 

original INDCOL scale (Triandis, 1983). These items address the extent to which participants 

agree or disagree (7=strongly agree, 1=strongly disagree) that they exhibited allocentric and 

idiocentric attributes. A sample of items includes ―I feel good when I cooperate with others‖ for 

allocentrism subscale and ―being a unique individual is important to me‖ for idiocentrism 

subscale. 

 

Episodes‘ evaluations: Cronbach's alpha coefficients were computed for realism and 

severity measures. The reliability of the scales proved to be acceptable among all cases (values 

ranging from 0.786 to 0.975 for the realism scale and 0.891 to 0.980 for the severity scale). 

Descriptive statistics were performed to assess the ratings of realism and severity. 

Table 3 shows the means and standard deviations. Among all tales story#6, story#5 and story# 9 

reported the highest average scores of ―realism and severity‖ (respectively M= 8.233, M= 8.105 

and M=7.757). These stories relate critical incidents occurring with a computer repair service 

(story# 6) and phone companies (stories#5 and #9). 

 

In fact, with respect to other incidents, these service failures are more likely to occur in 

students‘ real life, and suggest that students are real consumers of such services and may 

encounter similar incidents. These types of service failures were manipulated successfully in 

previous cross-cultural studies on consumer behavior and had shown a common sense of incident 

to students from different countries to evoke strong negative reactions to a severe offense (e.g. 

Bechwati and Morrin, 2003; Chan and Wan, 2008). 

 

Among other tales, story#6 is the most interesting as it reports the highest scores in terms 

of severity and realism (respectively M =8.229. and M =8.162). This is not surprising given that 

a loss of a computer containing personal files, as described in this case, is a severe incident that 

may result in a great deal of inconvenience especially for students. 

 

Table 2: Descriptive statistics of realism and severity assessments 

 

 All students 

N=70 

 
Cronbach‘s 

Alpha 
Mean SD  

Cronbach‘s 

Alpha 
Mean SD 

Story#1  0.773 6.793 1.868 Story#7  0.884 6.548 2.296 

Realism  0.786 7.619 1.966 Realism  0.947 7.538 2.592 

Severity 0.932 5.967 2.873 Severity 0.949 5.557 2.893 
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Story#2  0.850 5.464 2.133 Story#8  0.886 7.731 2.194 

Realism  0.856 5.933 2.438 Realism  0.891 7.700 2.413 

Severity 0.929 4,995 2.695 Severity 0.951 7.762 2.702 

Story#3 0.916 6.831 2.343 Story#9  0.836 8.105 1.854 

Realism  0.947 7.733 2.434 Realism  0.975 8.048 2.560 

Severity 0.978 5.929 2.946 Severity 0.891 7.766 2.306 

Story#4 0.939 6.938 2.590 Story#10  0.909 6.662 2.390 

Realism  0.966 7,605 2.737 Realism  0.936 6.562 2.777 

Severity 0.961 6,271 2.969 Severity 0.970 6.762 2.731 

Story#5 0.849 7.757 2.035 Story#11  0.924 5.690 2.499 

Realism  0.899 8.162 2.224 Realism  0.942 6.800 2.733 

Severity 0.980 7.352 2.876 Severity 0.936 4.581 2.806 

Story#6  0.821 8.233 1.812 Story#12  0.838 7.500 1.858 

Realism  0.903 8.229 2.103 Realism  0.862 7.233 2.197 

Severity 0.930 8.238 2.506 Severity 0.903 8.161 2.149 

 

Allocentrism and Idiocentrism traits: Items were factor analyzed with a Varimax rotation. 

This analysis yielded two factors namely allocentrism and idiocentrism with factor loadings 

ranging from .609 to .967 for the earlier and .835 to .941 for the latter. After an iterative process 

we deleted 2 items from the allocentrism subscale as they had cross-loading anomalies. The 

factors achieved a Cronbach‘s alpha of .945 and .969 respectively for allocentrism and 

idiocentrism subscales. 
 

Table 3: Factor Analysis & Reliability results of Allocentrism/Idiocentrism scale. 

 

Factor loadings Factor 1 Factor 2 

 

Allocentrism  (Cronbach‘s alpha= .945) 

1. To me, pleasure is spending time with others 

3. I feel good when I cooperate with others 

5. It is important to me to maintain harmony 

6. I would feel proud, if another person gets recognition 

7. The well-being of others is important to me 

13. My happiness depends very much on the happiness of those around me 

 

Idiocentrism (Cronbach‘s alpha=.969) 

2. I rely on myself most of the time; I rarely rely on others 

4. My personal identity, independent of others, is very important to me 

8. I often do my own thing 

10. I‘d rather depend on myself than others 

11. Being a unique individual is important to me. 

 

Variance explained = 9.395 

Cumulative variance explained = 85.414% 

 

 

.967 

.756 

.749 

.951 

.609 

.651 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

.901 

.854 

.883 

.835 

.941 

 

 

Index scores and sampling design: Following Gregory et al., (2002)‘s procedure, 

allocentrism items were reverse coded to create and index score labeled idiocentrism-

allocentrism trait where 1=allocentrism and 7=idiocentrism. The index values were dichotomized 

based on the median split technique (e.g., Dutta-Bergerman and Wells, 2002). This 

dichotomization allows us classifying students into two groups: 35 idiocentric subjects and 35 
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allocentric ones. The range of index scores was from 2.36 to 4.64. With a median split at 3.86, 

allocentrics had scores between 2.36 and 3.86, while idiocentrics had scores between 3.86 and 

4.64. 

 

Findings 

 

Independent sample t-tests are performed for stories 5, 6 and 9 to examine the effects of 

idiocentrism-allocentrism trait on the evaluation of harm severity. Table 5 compares the means 

and standard deviations for allocentric subjects and idiocentrics ones. Although the results are 

not all significant, they clearly indicate that allocentric group consistently shows higher means 

than the idiocentric group: allocentric subjects rated the perceived harm as more severe 

compared to the idiocentrics (respectively M allocentric= 8.304 vs. M idiocentrics = 6.400; M allocentric = 

9.257 vs. M idiocentrics = 7.219 and M allocentric =7.809 vs. M idiocentrics =7.723). Specifically, story 6 

showed a significant differences (respectively t=.000, p<0.05). Overall results lend general 

support to the fact that, when faced with an offense, allocentrics perceive more severity than 

idiocentrics. 

 

 

 

 

 
 

Table 4: Differences in Severity assessment between Idiocentrics and Allocentrics  

 

 Idiocentrics 

N=35 

Allocentrics 

N=35 

 

 Mean        SD Mean SD t 

Severity #5  6.400 3.092 8.304 2.315 .073 

Severity # 6 7.219 2.975 9.257 1.323 .000* 

Severity # 9 7.723 2.452 7.809 1.741 .117 

* P< .05 

 

Discussion of Study 1 

 

This study has examined the effect of differences in cultural values‘ orientations on 

ratings of harm severity. Consistent with the previous studies (e.g. Itoi, 1996) the results provide 

general support for the higher sensitivity of allocentric subjects to the severity of harmful 

incidents compared to the idiocentric ones. 

 

The susceptibility of allocentric subjects to rate more severe an incident may be 

explained by the fact that allocentrics are socialized to protect social harmony and goodwill, but 

even this harmony is threatened by any offense this will be strongly disapproved and results in an 

over-perception of the severity. Such cultural differences in the perception of the severity serve 

as important clues for interpreting the effects of culture on the mental judgment and cognitive 

responses toward a harmful service failure. 
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STUDY 2 

 

The purpose of study 2 is to replicate findings from study one in 2 culturally different 

countries namely US and Puerto Rico, to strengthen the external validity of study 1 results. More 

specifically the second study investigates whether the differences in assessing the severity are 

due to the differences in the traits of culture (i.e. allocentric versus idiocentric) or the differences 

across countries (i.e. US and Puerto Rico). 

 

Method 

 

Participants: Undergraduate students from 2 universities located in San Juan in Puerto 

Rico (n=34) and Pullman in United States (n=30) were asked to participate in this study. We 

selected Puerto Rico and US countries because previous studies in cross-cultural psychology 

showed that persons from these countries reported very different cultural patterns (Triandis et al., 

1984). Further previous works have shown that Puerto Ricans score higher in allocentrism and 

lower in idiocentrism whereas Americans score higher in the latter and low in the earlier 

(Triandis et al., 1988; 1983). In doing so, we intend to ensure an equal balance between 

allocentric and idiocentric subjects. 

 

 

Procedure: We employed the same procedure used in the first study to screen the 

participants (i.e. subjects should be born and grew up in their respective country of origin) and to 

administer the survey. Students were asked to assess the severity and realism of a service 

incident that occurred with a computer repair service (we retain this incident because it scores 

high in realism and severity, proved in study 1. Further, we used a pre-test to assess whether this 

type of failure is or not willing to induce a psychologically equivalent stimulus across country 

samples. 

 

In fact the stimulus equivalence is a critical issue in cross-cultural research because a 

stressor used in various cultural contexts should be a common evocative event to different 

countries to ascertain that any differences in responses are attributed to the individual-level of 

cultural differences and not to a non-equivalent function of the stimulus (Anderson, 1967). 

Accordingly, to be equivalent the stimulus used in this study should evoke comparable 

interpretation regarding the realism and the severity of the incident (Patterson et al., 2006). In 

other words, the offense should have an equivalent magnitude and relevance to persons across 

countries. More explicitly, differences between subjects‘ reactions to the stimulus should result 

from differences between cultural traits (e.g. idiocentrism versus allocentrism) rather than 

differences between their countries of origin. Therefore, in this study, the stimulus equivalence 

was tested by comparing the realism and severity scores across country samples before pooling 

the data into allocentrics and idiocentrics groups. 

 

Test of equivalence: Results suggest that although Puerto Rican‘s sample has lower mean 

scores of realism and severity, compared with US sample, (respectively M Puerto Rico sample = 6.225 

< M US sample=6.300 and M Puerto Rico sample = 6.127 < M US sample=6.322), these differences were not 

significant (all t were > .05). This result indicates that both groups of participants agreed that the 

scenario was realistic, that the problem presented in the scenario was major and they would be 
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equally irritated and angered by the situation. In fact, this type of service was manipulated 

successfully in previous cross-cultural studies on consumer behavior and has shown a common 

sense of incident to students from different countries (e.g. Chan and Wan, 2008). 

 
 

Table 5: Test of equivalence of the perceived offense between US and Puerto Rico 
 

*Standard deviations are in parentheses  

ns: t-value is not significant at 0.05 

all items were measured with a 7 Likert scale (1 = Strongly disagree and 7=Strongly agree). 

 

 

Allocentrism-idiocentrism tendencies: We assessed the reliability of the allocentrism-

idiocentrism measure for both samples (see table below). In both samples two items were 

removed (item 13 of the allocentrism subscale and item 2 of the idiocentrism subscale). The 

elimination of these items improved the Cronbach‘s Alpha of allocentrism subscale (= .886 for 

US sample, and .944 for Puerto Rico sample) and idiocentrism subscale (= .851 for US sample, 

and .861 for Puerto Rico sample). Overall the allocentrism-idiocentrism scale showed 

satisfactory reliabilities for the American sample (Cronbach‘s alpha=.923) and Puerto Rican 

sample (Cronbach‘s alpha=.918). 

 

Table 6: Reliability results for idiocentrism and allocentrism subscales 

 

 Puerto Rico sample US sample 

 
Corrected      

Item-Total 

Correlation 

Cronbach's 

Alpha if Item 

Deleted 

Corrected 

Item-Total 

Correlation 

Cronbach's 

Alpha if 

Item 

Deleted 

Idiocentrism Subscale                              (α = .784)                            (α =.828) 

2. I rely on myself most of the time I rarely rely on others .241 .861 .431 .851 

4. My personal identity independent of others is very 

important to me 
.299 .821 .627 .795 

8. I often do my own thing .809 .661 .758 .753 

10. I‘d rather depend on myself than others .796 .736 .788 .751 

11. Being a unique individual is important to me 

 

.802 .659 .571 .811 

Allocentrism Subscale                                 (α = .860)                             (α = .821) 

Test of equivalence  

 
Puerto Rico 

N = 34 

US 

N = 30 

T-value 

Realism (Cronbach‘s alpha= .948) 

1. The situation described above is realistic 

2. This story is likely to occur in students' real life 

3. I think the situation described in this story could really happen to 

some students. 

Severity (Cronbach‘s alpha= .950) 

4. The offense described in this story is severe 

5. The offense described in this story may result in a major problem. 

6. This offense could cause a great deal of inconvenience. 

6.225 (1.478) 

6.29(1.508) 

6.36 (1.295) 

6.12 (1.701) 

 

6.127 (1.472) 

6.26 (1.463) 

6.09 (1.676) 

6.03 (1.446) 

 6.300 (1.407) 

6.23 (1.501) 

6.48 (1.271) 

6.27 (1.596) 

 

6.322 (1.382) 

6.47 (1.279) 

6.23 (1.633) 

6.27 (1.461) 

.626 (ns) 

.851 (ns) 

.676 (ns) 

.530 (ns) 

 

.558 (ns) 

.380 (ns) 

.681 (ns) 

.997 (ns) 
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 Puerto Rico sample US sample 

 
Corrected      

Item-Total 

Correlation 

Cronbach's 

Alpha if Item 

Deleted 

Corrected 

Item-Total 

Correlation 

Cronbach's 

Alpha if 

Item 

Deleted 

Idiocentrism Subscale                              (α = .784)                            (α =.828) 

2. I rely on myself most of the time I rarely rely on others .241 .861 .431 .851 

4. My personal identity independent of others is very 

important to me 
.299 .821 .627 .795 

8. I often do my own thing .809 .661 .758 .753 

10. I‘d rather depend on myself than others .796 .736 .788 .751 

1. To me pleasure is spending time with others .579 .850 .580 .795 

3. I feel good when I cooperate with others .483 .859 .718 .777 

5. It is important to me to maintain harmony .711 .832 .785 .772 

6. I would feel proud if another person gets recognition .428 .862 .645 .784 

7. The wellbeing of others is important to me .715 .830 .769 .770 

9. I would help within my means if another person were in 

financial difficulty 
.680 .836 .565 .797 

12. I like sharing little things with others .699 .832 .658 .784 

13. My happiness depends very much on the happiness of 

those around me 
.614 .944 .274 .886 

 

We computed separate allocentrism and idiocentrism scores for each participant based on 

self-report measures of allocentrism and idiocentrism. A comparison of means revealed that as 

expected American subjects score higher in idiocentrism (M idiocentrism = 5.001) and lower in 

allocentrism (M allocentrism= 3.985) conversely their Puerto Rican counterparts score higher in 

allocentrism (M allocentrism = 4.677) and lower in idiocentrism (M idiocentrism = 3.991). 

 

Table 7: One-sample t-Test: means and standard deviations of participants‘ degree of 

allocentrism and idiocentrism 

 
  Cultural values‘ orientation  

Country N Allocentrism Idiocentrism Sig. (2-tailed) 

US 30 3.985 (1.168) 5.001 (1.306) 0.000 * 

Puerto Rico 34 4.677 (1.181) 3.991 (1.029) 0.001* 

 

Terms in parentheses are standard deviations. 

* : t-value is significant at 0.001 

 

 

Subjects‘ classification: Following the same procedure used by Gregory et al., (2002), 

allocentrism items were reverse coded and an index was created for each sample by averaging all 

items, where 1= allocentric and 9=idiocentric tendencies. A comparison of means showed that 
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overall subjects from  US have higher index score than did subjects in Puerto Rico (4.326 vs. 

3.637), indicating that US subjects are more idiocentrics than Puerto Rican subjects. A 

dichotomous median split was then performed to categorize students as idiocentric or allocentric 

(Triandis, 1983). The range of index scores in the US was from 2.00 to 5.09. With a median split 

at 4.477 allocentrics had score between 2.00 and 4.477 and idiocentrics had score between 4.477 

and 5.09. The range of index scores in Puerto Rico was from 3.01 to 7.00. With a median split at 

3.545, allocentrics had score between 3.01 and 3.545 and idiocentrics had score between 3.545 

and 7.00. In sum this categorization within Puerto Rican sample resulted in 24 allocentrics and 

10 idiocentrics, while US sample accounts for 15 allocentrics and 15 idiocentrics. 

 

Findings 

 

A 2 x 2 MANOVA analysis was performed to test the effects of country and cultural 

values on dependent variables (realism and severity). Results showed significant main effects of 

allocentrism-idiocentrism (Wilks‘ Lambda= .839, F=5.665, p=.006) but not the effect of country 

of origin (Wilks‘ Lambda= .976, F=.731, p=.486) nor the interact effect (Wilks‘ Lambda= .836, 

F=.179, p=.836). 

This finding supports that the offense results in an equivalent stimulus (regarding severity 

and realism) across 2 countries, while allocentric and idiocentric subjects from these countries 

showed a different sensitivity to the incident. 

In addition, we conducted separate ANOVAs for each dependent variable to determine 

which dependent variables are significant. Again results proved that the main effect of cultural 

values‘ orientations on the subjects rating of harm and realism was significant but not the effect 

of country. Indeed the allocentrism-idiocentrism had significant main effects on both realism 

(F=10.549, p=.002) and severity (F=7.958, p=.006), whereas the country of origin had 

insignificant main effects on both dependent variables (respectively F=.065 p=.799 and F=.350, 

p=.557). 

 

Table 8: MANOVA and ANOVA results for the perceived severity and realism 

MANOVA    UNIVARIATE   F 

Source Wilks‘ Lambda F  df Realism Severity 

Allocentrism/idiocentrism (AI) . 839 5.665 *  1 10.549* 7.958* 

Country (C) .976 .731  1 .065 .350 

AI x C .994 .179  1 .251 .146 

* p< .05 
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Discussion of study 2 

 

As depicted in figures 1 to 6, the country of origin showed no significant effect on 

severity and realism assessments. However the allocentric /idiocentric trait have significant 

effects on both severity and realism. 

Regarding realism, figure 1 shows that allocentric subjects perceive more realism than 

idiocentric ones. However a cross-country comparison reveals no significant differences between 

Americans and Puerto Ricans (figure2). Figure 3 reveals that, beyond the fact that allocentrics 

perceive more realism than idiocentrics, allocentric subjects from Puerto Rico perceive slightly 

more realism than their counterparts from US, while idiocentric from Puerto Rico perceive less 

realism than their counterparts from US. 

With respect to the perceived severity, figure 4, shows that allocentric subjects report 

more severity than idiocentric ones. More interestingly a cross-country comparison showed no 

significant differences between Americans and Puerto Ricans (figure5). For an in-depth 

investigation, figure 6 accounts for both levels of comparison the country level as well the 

individual-level of culture (idiocentrism versus allocentrism). Allocentrics from both Puerto Rico 

as well US, assess the service failure at a greater extend of severity than idiocentrics in both 

countries. 

In light of these results, one can argue that patterns observed at the country level are 

different from patterns at the individual-level of culture. Obviously, the use of a cross-country 

comparison to investigate cultural differences can lead to misinterpretations as within country 

patterns can be quite different from between countries patterns. Hence, conclusions about 

cultural differences drawn from a country level comparison may be fallacious. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2: Main effect of Country on Realism Figure 1: Main effect of Cultural Values‘ Orientations 

on Realism 
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Figure 6: Effect of Cultural Values‘ Orientation on the 

Perceived Severity by Country 

Figure 4: Main Effect of Cultural Values‘ 

Orientation on the Perceived Severity 

Figure 5: Main effect of Country on the 

Perceived Severity 

Figure 3: Two way- interaction of Cultural values‘ Orientation X Country on Realism 
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CONCLUSIONS AND RESEARCH IMPLICATIONS 

To sum-up, the studies point to significant differences in results derived from multilevel 

comparisons of culture. At the individual level, results support that allocentric consumers, in 

contrast with their idiocentric counterparts perceive a greater magnitude of severity in a service 

failure. Their higher sensitivity to service failures could be explained by the fact that allocentrics 

are socialized to protect social harmony and goodwill, but when this harmony is threatened by 

any offense, the failure will be strongly disapproved and results in an over-perception of the 

severity.  

However, when a cross-national comparison, pooling consumers based on their country 

of origins, is performed such differences in the evaluation of failure severity seem to be not 

significant. In other words, patterns observed at the country level are different from patterns 

detected at the individual-level of culture. Consequently, the use of a cross-country comparison 

to investigate cultural differences can lead to misinterpretations as cultural patterns within a 

same country can be also quite different from cultural patterns across countries. Hence, 

conclusions about cultural differences drawn from cross-national comparison can be fallacious. 

Previous cross-cultural consumer research has attempt to extend perceptions and 

judgment theories as well as cognitive appraisal models to different cultural contexts, providing a 

way to contrast cultural differences in how consumers frame and react to service failures (e.g., 

Zourrig et al., 2009a; Zourrig et al., 2009b; Chebat et al., 2010). However, the extent to which a 

service failure can be perceived as severe to consumers across cultures and nations has not been 

thoroughly investigated despite the fact that this issue is critical in conducting cross-cultural 

research on consumer complaints and dissatisfaction. 

In fact, the perception of service failure should be assessed in cross-cultural research and 

controlled, to ascertain that any differences in emotional and behavioral responses to a service 

failure are not attributed to cultural differences in the perception of the stimulus (Anderson 

1967). Consistent with Cadogan (2010)‘s research , the current research suggests that findings 

from cross-cultural research investigating cultural variability at the individual-level may diverge 

from results derived from cross-national comparisons, calling for more succinate comparisons 

across countries and cultures. 

MANAGERIAL IMPLICATIONS AND RESEARCH LIMITATIONS 

 

This study provides evidence that respondents may perceive more or less seriousness in 

an offense depending on their cultural values orientations (i.e. allocentrics perceive more severity 

in an offense than idiocentrics) rather than as function of their country of origin. 

The findings give evidence that cultural differences in the evaluation of service failures 

should be investigated at the individual- level rather than a societal or national level. In this vein, 

these results support the call echoed by many scholars (e.g. Wang et al., 2004; Gregory, 2002, 

Schwartz, 1994) to examine the constructs of culture as trait attributes (e.g. allocentrism and 

idiocentrism values). 
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Even within the same country, where customers supposedly share the same national 

culture, marketers should be aware about the within cultural variance, and the fact that customers 

may cling to very different cultural values and assess differently the severity of the failure. In 

other words, cultural sensitivity to a service failure seems to be primed by the individual- level of 

cultural values and not the societal level such as country of origin. 

Despite the interesting insights achieved here, we must note that findings of this research 

must be considered in light of its limitations. A first limitation stems from the use of a sample of 

undergraduate students. Although this sample was convenient for the purpose of this study the 

results should be considered with caution as previous studies showed that responses to a service 

failure may be correlated with age, and education level (Cota-McKinley et al., 2001). Moreover, 

the results from this study should be interpreted with caution because of the limited sample size. 

In this line, additional research could be conducted with a sample that is more representative of 

customers, to increase the external validity of the findings.  The second limitation is related to 

the fact that data used here are cross sectional (data are collected at one point of time), so 

longitudinal research are needed to improve the validity findings. 

Further, in order to have a more comprehensive view of the severity assessment and a 

deeper understanding of the influences of the cognitive appraisals in framing negative events 

such as a service failure it will be relevant to consider both actors involved in the service 

encounter: the customers who perceive the severity of a failure and the employee who may 

initiate the failure. 
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ABSTRACT 

 

Tourism is a high impact economic activity. The leveraging of domestic and international 

tourism activities has an impact on a nation‘s transportation, hotel, restaurant, art and culture, 

and other industries. These industries, when developed, help attract tourists into a country, and 

tourism, in-turn, further encourages the development of the facilitating industries.   

 

 
 

INTRODUCTION 

 

Africa has great natural, man-made, and cultural attractions. In addition to private 

investments, African nation-states have steadily been increasing their development of 

international tourism on the African continent. The growth of the tourism industry in Africa 

partly depends on a nation-state‘s relative political stability, the absence of a language barrier, 

natural and man-made attractions, colonial history, and cultural heritage. The purpose of this 

study is to determine the demand for different types of attractions as perceived by potential 

North American tourists. 

 

LITERATURE REVIEW 

 

Cook, Yale, and Marqua (2006) identified six different groups of tourists based on their 

dominant motivation for choosing a particular destination.  They created the following 

descriptive names for these six categories:  

1. Far from the Maddening Crowd 

2. Links to the past 

3. Seasonal Delights 

4. Spotlight on Sporting Activities 

5. Year-Round Playgrounds 

6. Bright Lights and City Sights 

 

Richards (1996) defines cultural tourism as including the consumption of the cultural 

products of the past, and arts tourism as including contemporary culture such as current arts and 

crafts as well as cultural performances.  Heritage tourism includes natural historical attractions 

and the performing arts. Furthermore, historical tourists visit historical sites and museums, and 

cultural tourists visit cultural events or festivals. 
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Tourism offers nations an open-door for economic growth.  Both developed and 

developing nations have great potential in economic and social development by effectively 

developing their tourism industries.  Nations can leverage their historical, cultural and heritage 

assets to create wealth and employment for their people through tourism. Juanita Liu (2005) has 

observed that tourism can commoditize landscapes by dividing up space into a diversity of 

themed environments. In addition, tourism also breaks down regional boundaries, in that tourism 

simultaneously creates production and consumption activities in a fixed geographic space and 

time. That is, consumers travel to the product, which is also a place of residence. Among the 

positive impacts of tourism, according to Nisha (2012) are: 

1. aiding the growth of business,  

2. creating a source of revenue 

3. creating local employment 

4. developing the local area 

5. providing contact and mutual interaction with outsiders 

6. earning foreign currency   

7. strengthening of a nation‘s economic status  

8. preserving and conserving  many historical and cultural sites 

9. developing of art/crafts industries and the skills of the region 

 

Nisha (2012) and Walker (2009) also discussed several negative aspects of tourism.  

These include: ecological degradation, overcrowding, rise in criminal and anti-social activities, 

inflation, pressure on civic amenities, increase in pollution, loss of cleanliness, and cultural 

degradation.  Nation-state promoters of tourism would be wise to work for maximal benefits 

from tourism while mitigating the negative effects.  Mahony (2007) also recommends the 

certification of tourism industry participants.  He observed that South Africa‘s tourist decisions 

are based largely on price, health, and safety.  Mahony recommends improvements in these areas 

to enhance the growth of the South African tourism industry.   

 

To reap the full benefits of tourism, the industry should be effectively managed. Zeppel 

(2009) has identified six types of cross-cultural conflicts between indigenous peoples and 

recreational tourists. They include sacred sites/religious beliefs, resource use, land use, visitor 

infrastructure, recreational activity, and place names.  She recommends that these conflicts 

should be studied and managed.  In addition, there is a need to properly segment tourism 

markets.  Hughes (2002) has identified two major segments of tourists: culture-core (primary) 

tourists, and culture-peripheral tourists. Culture-core tourists are people who are interested in 

theatre production, museum collections or historic buildings. A sub section of culture-core 

tourists are multi-primary tourists who are interested in everything - both the ―sun and the sea.‖ 

Culture-peripheral tourists, on the other hand, are people who visit a destination for some reason 

other than the culture of place.  Two groups of culture-peripheral tourists are ―incidental‘ and 

―accidental‖ cultural tourists. The different segments of the cultural tourism market should be 

identified, and appropriate tourism strategies developed for each group. Lynch, Duinker, 

Sheehan and Chute (2010) found cultural tourists to be highly educated and deeply interested in 

learning about the culture.  
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Jamal, Hartl and Lohmer (2010) suggest a holistic approach that will lead to sustainable 

tourism. Sustainable tourism (WTO 1997) is defined as the ―management of all resources in such 

a way that we can fulfill economic, social, and aesthetic needs while maintaining cultural 

integrity, essential ecological processes, biological diversity and live support systems.‖ 

Sustainability is also defined, interpreted and implemented differently by individuals, 

stakeholders and groups. It is a balance in the use of tourism resources (Lu and Nepal). The 

World Commission on Environment and Development has identified four basic principles for the 

concept of sustainability which are: 

1. the idea of holistic planning and strategy-making 

2. the importance of preserving essential ecological processes 

3. the need to protect both human heritage and biodiversity, and  

4. development based on the idea that productivity can be sustained over the 

long term for future generations 

 

Ryan, et al. (2011) also recommended holistic approaches to heritage tourism and 

glocalization strategy, to enable tourism marketers to effectively serve the needs of prospective 

tourists. Ryan and Huiman (2007) define glocalization as a situation where that which is local 

and unique to a place is the basis for attracting visitors. That is, local assets should be made 

attractive to tourists. 

 

In the planning for cultural destination tourism, Fernandes (2011) recommends the 

differentiation of tourism products. He suggests that tourism planners deliver the most 

memorable experiences that are unique from other tourism experiences.  Fernandes notes further 

that tourism planners should strive to preserve the cultural heritage, and also continue to develop 

culture transformation through better design and development of new cultural attractions. In his 

view, emerging trends show that tourists seek an experience, not a visit to a place. Tourism 

assets should show all that an environment can offer, including the development of tourist sites 

that have historic, cultural, natural, architectural, and artistic significance. Kaufman and 

Scantlebury (2007) have observed that today‘s tourists have a greater wealth of knowledge 

because they have higher education levels and varied vacation experiences. Today‘s tourism 

industry planners must, therefore, meet tourists‘ needs by offering them greater depth of 

experience. 

 

Tourism in Africa 

 

Waterfront, Alfred & Victoria (2012) have observed that Africa, with its over 60 

countries, and the world‘s second largest and second most-populous continent, offers many 

possibilities for the tourism industry. Among Africa‘s attractions are ecotourism, cultural 

tourism, adventure travel, culinary tours, resort vacations, tours for history-archeology tours, and 

many more offerings.  African countries such as Egypt, Morocco, Algeria, Kenya, Tanzania, 

Uganda, South Africa and others, have historically had strong tourism industries. These countries 

are endowed with a rich history and natural wild life for adventure tourism. Countries such as 

South Africa, Kenya, Uganda, and Namibia also continue to develop strong tourism promotion 

programs (2010).  Tourism supports one in every 12 jobs in South Africa (Feb 2013).  South 

Africa‘s beautiful scenery, friendly people, and world-class infrastructure make the country one 

of the most desired tourist destinations in the world. 
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 Some parts of Africa, over the years, have leveraged tourism to raise their nations‘ 

national incomes, and standard of living.  North African countries, including Egypt, Morocco, 

Algeria, and Tunisia; South Africa and Zimbabwe in the south, and Kenya and Tanzania in East 

Africa have benefited from international tourism over the years. The Travel and Tourism 

Competitiveness Index (2008) show Tunisia, Mauritius, South Africa and Morocco as the top 

ranking countries in African tourism. The Chinese government has extended its Approved 

Destination Status (ADS) to 26 African nations (Mar 2007).  In addition to tourists from other 

places, African nations can benefit from part of the estimated $25 billion revenues expected from 

Chinese tourists. 

 

Political instability and ethnic conflicts are major problems to the tourism industry in 

many African countries. Often conflict in one country may have a negative impact on a peaceful, 

neighboring country. The State Department of the United States regularly issues travel warnings 

to Americans, advising them not to visit certain countries that are politically unstable (Cateora, 

Gilly and Graham 2011).  Other countries give similar warnings to their citizens about countries 

that are not considered safe to visit. 

 

METHODOLOGY 

A survey instrument was created that collected data on the importance of certain potential 

tourist attractions and on demographic data (See the survey instrument in Appendix 1).  A 

convenience sample was used to collect data from volunteers at several universities, hospitals, 

and churches in the Southern and Eastern United States.   

 

Sample Characteristics 

 

A total of 137 usable questionnaires were obtained.  This sample included 45 males and 

92 females.  The average age was 36 years old (range 19 – 77).  One-hundred-twenty-six of the 

respondents were citizens of the United States, while six were citizens of other countries.  Five 

respondents did not include information on their nationality.  The median household income was 

approximately $71,600 per year.   

 

Research Plan 

 

This study is the first exploratory step intended to help gain an understanding of those 

attractions that are most desirable to prospective international tourist travelers to Africa.  This 

will be followed by other exploratory studies to gain a better understanding of demand in this 

area.  The first step will be to perform a factor analysis to determine if there are interpretable 

factors among the various choices of tourist activities.  Then we will test linkages between the 

demographic variables and the importance of the various tourist activities using regression 

analysis.  Then, correlations among the various tourist activities will also be examined to 

determine if they contribute to an understanding of the desired tourist activities.   

 

Measurement of Variables 
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Demographic data on age, income, gender, citizenship, and employment status as well as 

family formation and previous international travel was collected (See Appendix 1).  A total of 23 

potential tourist attractions was developed based on a limited review of African-based tourism 

literature and Kaufman and Scantlebury (2007).  A factor analysis of these items yielded five 

factors which were used to establish five types of tourist attraction variables (See Table 1).  The 

loadings shown in bold were used to create the five variables listed below.  It is also interesting 

to note that the three items shown as underlined and italicized loaded on both Factor 1 (I‘ll sit 

and watch) and Factor 4 (Learning can be fun!).  Items 8, 4, and 15 did not load on any factor, 

and were eliminated from the analysis.  Factor scores used in the balance of the analyses were 

the means of the items that loaded on each factor.  With a certain sense of whimsy, the factors 

were named as follows: 

 

Factor 1: I‘ll sit and watch!--SitWatch (Items 10, 11, 12, 18—Coefficient α= .851) 

Factor 2: Active cultural/historic visiting--Active (Items 5,6,7,13,14—Coefficient α=   .819) 

Factor 3: Trekking—being out and about!--Trekking (Items 2,3,9,22—Coefficient α= .712) 

Factor 4: Learning can be fun!--Learning (Items 16, 17—Coefficient α= .770)  

Factor 5: Miami Beach--Miami (Items 1, 23—Coefficient α= .534*)  

*The Miami variable should be considered with caution, since its coefficient α is well below 

the .70 threshhold recommended by Nunnelly (1977) for exploratory research.  All of the 

other tourist attraction variables were above this level.  

 

TABLE 1 

FACTOR LOADINGS FOR THE IMPORTANCE OF CERTAIN TOURIST 

ATTRACTIONS 

 

Rotated Component Matrix
a
 

 Component 

1 2 3 4 5 

VAR00010 .746 .328 .208   

VAR00011 .794   .277  

VAR00012 .767 .217    

VAR00018 .802    .209 

VAR00005 .399 .570 .400  -.264 

VAR00006 .476 .525 .253   

VAR00007 .221 .732    

VAR00013 .374 .621  .257  

VAR00014  .756  .320  

VAR00002  .324 .693   

VAR00003   .802 .201  

VAR00009   .650 .294  

VAR00022  -.222 .622 .254 .466 

VAR00016 .212 .392 .237 .699  

VAR00017 .299  .257 .701  
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VAR00001     .821 

VAR00023 .441   -.258 .592 

VAR00019 .497 .221  .474  

VAR00020 .527 .261  .457 .265 

VAR00021 .565 .229  .481 .242 

Extraction Method: Principal Component Analysis. 
Rotation Method: Varimax with Kaiser Normalization. 

a. Rotation converged in 7 iterations. 

 

The common thread in SitWatch items seems to be the passive enjoyment of local cultural 

and historic activities, while Active items all involve going out to involve oneself with cultural 

and historic attractions.  The Trekking items all involve an increased amount of physical activity 

over and above that involved in the Active variable.  The Learning items involve learning about 

the local culture.  These Learning items could be viewed as ―passive activities,‖ which helps to 

explain the ―double-loading‖ between this variable and the SitWatch one for items 19, 20, and 

21.  The Miami variable is so named because the items that load here—largely shopping and a 

good beach to enjoy—make many destinations substitutable for each other since they are similar 

in their appeal.  Areas such as Miami Beach, Cancun, the French Riviera, Honolulu, etc. all offer 

similar beach and shopping opportunities.   

 

Results 

 

The mean scores of the five tourist attraction factors, listed from most to least important, 

are reported in Table 2.  While Miami, SitWatch, and Active, were not statistically different from 

each other, both Trekking and Learning were statistically different from each of the other factors.   

 

Table 2 

RANGE AND MEAN SCORES OF THE FIVE TOURIST ATTRACTION FACTORS 

 

Descriptive Statistics 

 N Minimum Maximum Mean Std. Deviation 

Miami 137 1.50 5.00 3.8212 .84396 

SitWatch 137 1.75 5.00 3.7993 .78464 

Active 137 1.80 5.00 3.6850 .81200 

Trekking 137 1.75 5.00 3.4982 .81433 

Learning 137 1.00 5.00 3.2920 .89861 

Valid N (listwise) 137     

 

A series of regression analyses were performed using demographic variables as predictor 

variables with the five tourist attraction factors (SitWatch, Active, Trekking, Learning, and 

Miami) as the dependent variables.  The adjusted r
2
 and significance figures for each regression 

are listed in Table 3.  All demographic variables not mentioned in Table 3 were not significant.  

It is  
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TABLE 3 

REGRESSION ANALYSES OF DEMOGRAPHIC VARIABLES AND TOURIST 

ATTRACTION FACTORS 
 

Independent  

Variable(s) 

Dependent 

Variable 

 

Adjusted r
2
 

 

Significance 

 

Direction 

Income SitWatch .030 .036 Negative 

Income Active .037 .022 Negative 

None significant Trekking N.A. N.A. N.A. 

Income Learning .039 .020 Negative 

Income and Age Learning .070 .006 Both Negative 

Gender Miami .035 .026 Female Higher 

 

interesting to note that both age and income were negatively related to those variables where 

statistical significance was found.  However, the adjusted r
2
 levels achieved by each of these 

regression equations was so low that any managerial significance is unlikely.   

 

The correlations among the five tourist attraction factors are displayed in Table 4.  Both 

SitWatch and Active are correlated with each of the other factors, while Miami is the least 

correlated with the other factors. The strongest correlation is between SitWatch and Active, both 

of which, as previously noted, share conceptually similarities.   
 

Table 4 

CORRELATIONS AMONG THE FIVE TOURIST ATTRACTION FACTORS 

Correlations 

 SitWatch Active Trekking Learning Miami 

SitWatch 

Pearson Correlation 1 .613
**
 .284

**
 .488

**
 .315

**
 

Sig. (2-tailed)  .000 .001 .000 .000 

N 137 137 137 137 137 

Active 

Pearson Correlation .613
**
 1 .361

**
 .552

**
 .307

**
 

Sig. (2-tailed) .000  .000 .000 .000 

N 137 137 137 137 137 

Trekking 

Pearson Correlation .284
**
 .361

**
 1 .389

**
 .160 

Sig. (2-tailed) .001 .000  .000 .062 

N 137 137 137 137 137 

Learning 

Pearson Correlation .488
**
 .552

**
 .389

**
 1 .079 

Sig. (2-tailed) .000 .000 .000  .359 

N 137 137 137 137 137 

Miami 

Pearson Correlation .315
**
 .307

**
 .160 .079 1 

Sig. (2-tailed) .000 .000 .062 .359  

N 137 137 137 137 137 

**. Correlation is significant at the 0.01 level (2-tailed). 

 



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

290 
 

The survey instrument included an open-ended item which asked for respondents‘ 

opinions on, ―Other Possible Attractions (Please specify).‖  There were not very many responses, 

but those that responded added ideas that were not covered in the original survey instrument.  

The following verbatim responses were gathered:  

1. ―Are you kidding?....WHATEVER is available; what an amazing possibility.  I‘m 

available to go.  Let me know when to start packing.‖ 

2. ―Soccer matches‖ 

3. ―I am not planning to take any trips where I would have to fly.‖ 

4. ―If my family would be going, I would try to find some kind of mission work to do 

while we were visiting in addition to touring.‖  

5. ―Visit churches‖ 

 

DISCUSSION 

 

As stated earlier, this is an early stage of an exploratory study.  It was reassuring that the 

factor analysis revealed component factors which were interpretable as congruent with the 

previous literature published in this area.  The value of this initial research differs depending on 

the viewpoint of the potential user.  There is demand for each of the types of tourist attractions 

included in each of the factors investigated.  The highest demand appears to be for the popular 

―beach and shopping‖ vacation, while the ―travel learning‖ vacation generated the least interest.  

Apparently, there would be demand for both five-star resorts on the beach and immersion 

vacations where one learned the local culture.  This simply indicates the need for properly 

targeting any marketing offerings to make sure the message gets to the ―right‖ potential tourist.  

If one takes the viewpoint of an African nation-state sponsor of tourist development, the 

implications would be somewhat different.  Although the all-inclusive Miami type of resort 

might be the most desired by North American tourists, it might also involve an inordinate 

amount of infrastructure and capital investment.  If a nation-state had only the resources to 

support one promotional message, it should probably be a message that attracted the SitWatch 

and Active segments.  These segments could probably be served with less capital investment than 

the Miami one, while providing many tourism-related jobs entailing the least amount of cultural 

disruption.  Further, because the Sitwatch and Active segments are correlated with all other 

segments, there could be a promotional ―spillover‖ effect which would benefit other market 

segments as well.    

 

LIMITATIONS 

 

The first limitation, of course, is the use of a convenience sample to gather data.  Further, 

the items used for potential tourist attractions should be revised to include a more complete list 

of potential tourist attractions (e.g. golfing).  Further, although the regression analyses did 

provide some statistically significant results, they were so small that they really have no 

managerial significance.  Further studies that improve on these limitations may provide 

measurable results with bigger effect sizes so that they could provide more managerial guidance.  
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APPENDIX 1: THE SURVEY INSTRUMENT 

 

Africa Cultural and Heritage Tourism Questionnaire 

 

Tourists choose destinations for relaxation, to expose themselves to new experiences, or to 

experience lands important to history or their individual heritage.  The Purpose of this Survey is 

to determine things that you would like to see and do, if you visited Africa. This research will 

provide information that will help people in Africa plan and establish an International 

Destination Tourist Resort.  Your honest responses to these questions will provide useful 

information on things that you as a tourist would find interesting. Your participation in this 

survey is voluntary.  Only a summary of this study will be reported in the research results.  We 

assure you of complete anonymity and confidentiality.   
              

Please rate the importance of the following tourist 

attractions being available to you.  Please put a check 

mark in the appropriate box at the right.    

 

Not at all 

Important 

1 

 

Not Very 

Important 

2 

 

Somewha

t    

Important 

3 

 

Very 

Important 

4 

 

Extremel

y 

Important 

5 

1. Enjoying tropical beaches      

2. Going on a Photo Safari      

3. Hiking in the mountains      

4. Viewing/obtaining cultural artifacts (arts and crafts)      

5. Visiting native villages and settlements      

6. Visiting African open markets      

7. Visiting royal palaces and seeing royal regalia 

(clothing) 

     

8. Visiting a gold mine      

9. Visiting an equatorial rain forest      

10. Viewing African paintings and sculpture      

11. Attending traditional African dancing events      

12. Viewing African costumes      

13. Seeing important sites from the rich colonial history 

era 

     

14. Touring slave castles      

15. Sampling African cuisine and traditional foods      

16. Learning the ins and outs of African chieftaincy       

17. Learning about the ecology in a region of Africa      

18. Enjoying live performances of African music      

19. Seeing people make cloth in the local weaving 

industry 

     

20. Watching traditional African theatre      

21. Attending cultural festivals      

22. Engaging in outdoor activities—boating and canoeing       

23. Participating in planned group day trips for shopping, 

museum tours, etc.  

     

Other Possible Attractions (Please specify)  

 

 

 

 

24.   Gender:       Male ____       Female ____                                    25.  Age:  I am _________ years old.        

 

26.  In my household, there are _____ adults and _____ children.        27. Occupation: _____________________ 
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28. Which income category describes your annual household income?  Under $25,000  ;     $25,001-50,000     ; 

 $50,001-75,000    ;               $75,001- 100,000   ;            $100,001-150,000    ;       More than $150,000  
 

 

29.   Citizenship (circle one):       USA            Other (please specify): ______________________ 

 

30.   Which countries have you previously visited? (please specify) _______________________________________ 

 
 

Thank you for your participation and cooperation!                                
   

 

   --Dr. David Amponsah, Dr. Gordon Mosley, and Mr. Frank Thompson    
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ABSTRACT 

 

This paper examines the applied dimensions of relationship marketing, namely, customer 

service, loyalty/rewards programs, personalization, customization and brand/store community 

with different customer retention levels. The relationship between customer service, 

loyalty/rewards programs, customization, personalization and brand/store community with 

customer retention were examined via an empirical investigation of 450 loyalty/reward program 

members of 3 retail stores in Malaysia. The administration of the survey was personally 

administered but self-completed. All variables were able to significantly discriminate between 

high and low customer retention levels. 

 

Keywords: customer service, loyalty/rewards programs, personalization, customization, 

brand/store community, customer retention. 

 

 

 

INTRODUCTION 

 

Research on relationship marketing has proliferated over the last two decades (e.g., 

Berry, 1995; Parvatiyar and Sheth, 1996; Yim et al., 2004). However, the majority of those 

studies only examined the benefits of adopting the philosophy (Gwinner et al., 1998; Sin et al., 

2005) without developing a theoretical framework for relationship marketing (Gummesson, 

1996; Javalgi et al., 2006). Furthermore, some scholars have contributed to the definitional 

nature of relationship marketing conceptually (Matsson, 1997; Harker, 1999). However, very 

few studies have established the main applied dimensions of relationship marketing (Blois, 

1996). Additionally, little attention has been given to how relationship marketing is initiated, 

maintained and terminated (Hart et al., 1999) and also there have been very few studies that have 

described relationship marketing in practice. As such, whilst the literature on relationship 

marketing has proliferated in recent times there is still much yet to do. 

 

Areas of research in relationship marketing that are still lacking, despite some major 

contributions, include establishing the relationship marketing dimensions in a retail context 

(Ndubisi and Chan, 2005), relationship marketing in a service context (Jain et al., 2003), and 

relationship marketing in a business-to-business context (Sin et al., 2005). The limited studies in 

these areas only determined the behavioural component of relationship marketing e.g., trust, 
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commitment, bonding, competence, attitude, etc. The literature still lacks studies on the applied 

dimensions of relationship marketing (i.e. what can be done or practiced by the firms to manage 

and enhance customer relationships) and how they impact customer retention levels. For 

example, customer service, loyalty/rewards programs, customization, personalization, and 

brand/store community. The applied dimensions of relationship marketing still need to be 

recognized as customer satisfaction and customer retention levels are largely dependent on 

applied relationship marketing activities (Verhoef, 2003). As such, this study attempts to 

overcome some of the void in the literature. 

 

LITERATURE REVIEW 

 

This study examines the applied dimensions of relationship marketing and their impact 

on customer retention levels. The key applied dimensions of relationship marketing include 

customer service, loyalty/rewards programs, brand/store community, personalization, and 

customization (Grace and O‘Cass, 2005; Hart et al., 1999; Ball et al., 2006; Claycomb and 

Martin, 2002; Muniz and O‘Guinn, 2001). What follows is a review of the relevant literature 

relating to these key dimensions. 

 

With respect to customer service, programs designed to enhance customer service are 

normally of two types, reactive service and proactive service. Reactive service is service 

provided upon request from a customer, i.e., when the customer is facing a problem (product 

failure, question about the bill, product exchange, return etc.) and contacts the firm to solve the 

problem. Most companies provide a good infrastructure for reactive customer services including 

a customer service counter, toll-free telephone numbers, e-mail addresses, etc. Proactive services 

on the other hand are different. With proactive services the company doesn‘t wait for the 

customer to contact the firm but establishes a dialogue with the customer prior to receiving a 

complaint or other behaviour sparking a reactive solution (Winer, 2001). 

 

Moreover, the literature has identified seven dimensions of customer service ranging 

from providing information and solutions, passionate, empathetic, friendly, shopping ease and a 

non-specific promise (e.g., Wiles, 2007). ―Providing information is when the knowledgeable 

retail staff answers, furnishes product information, or explains how to use a product. Providing 

solutions is when the staff provides thoughtful, customized information or recommendations 

based on the customer‘s specific needs. Customer service is passionate when employees are 

dedicated to their customers and go the extra mile to serve them. Customer service is empathetic 

when the staff understands what the customer is going through and knows when the customer 

needs their help. Friendly customer service is being warm and approachable. Shopping ease is a 

more convenient shopping experience through a logical layout, clear signs, wide aisles, and 

having product in stock. The final type of customer service is a non-specific promise to take care 

of customers‖ (Wiles, 2007, p.23) to reduce cognitive dissonance. 

 

In addition, ―a key factor that influences consumers‘ choice of retailers, and other service 

providers, is its customer service‖ (Blodgett et al., 1995), therefore the firm that provides 

superior customer service will gain a competitive advantage over other firms ensuring high 

customer retention levels. As such, it is hypothesised that: 
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H1: Greater the customer service provided by firms, the higher the customer 

retention levels. 

 

Although loyalty/reward programs are seen as a tool to give tangible rewards to loyal 

customers it is actually a kind of bond created by firms to prevent customers from visiting other 

stores and purchasing other brands (Berry, 1995). By giving a membership card, the store is 

actually giving a psychological reward to their customers. Psychological rewards can be highly 

motivating (Latham and Locke, 1991), where people possess a strong drive to behave in 

whatever manner is necessary to achieve future rewards (Roehm et al., 2002). 

 

Since reward program structure is normally designed to shape customers‘ future 

behaviour, reward/loyalty programs can provide barriers to customers from switching to other 

brands or stores. For example, if the reward structure depends on the length of the 

memberships/relationships, customers are more inclined to stay loyal with particular 

stores/brands (because of the time lag before the same rewards can be received from other 

stores/brands). Switching costs are also an important antecedent of customer loyalty (Klemperer, 

1995).  

 

Furthermore, Lewis (2004) found that a loyalty program is a good tool for increasing 

customer‘s purchases and for high customer retention levels (Verhoef, 2003). As such, it is 

hypothesised that: 

 

H2: The better the loyalty/rewards program provided by the firms, the higher the 

customer retention levels. 

 

―Customization means manufacturing a product or delivering a service in response to a 

particular customer‘s needs, and mass customization means doing it in a cost-effective way‖ 

(Pine II, Peppers, and Rogers, 1995, p.105).  Mass customization aims at providing goods and 

services that suit individual customer needs with near mass production efficiency (Du et al., 

2003). Customizations are also found to be a determinant of customer satisfaction (Fornell et al., 

1996) which will encourage customers to stay loyal with the firm (Ball et al., 2006). As such, it 

is hypothesised that: 

 

H3: Greater the customization provided by the firms, the higher the customer 

retention levels.  

In short, personalization provides a direct linkage between customers and sales personnel 

and customers and the store/firm itself. Personalization is defined as the personal interaction 

being practiced by the store to enhance customer relationships. It is identified as one of the most 

successful relationship-building mechanisms used by the firm (Bettencourt and Gwinner, 1996; 

Claycomb and Martin, 2002). Therefore, personalization of the relationship between customers 

and the firm/store/sales associate is identified as enhancing satisfaction, trust and loyalty (Ball et 

al., 2006). As such, it is hypothesised that: 
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H4: Greater the personalization provided by the firms, the higher the customer 

retention levels. 

 

Extending from the past literature on brand/store community, the current study suggests 

that existing loyalty/rewards program employed by the firms can be considered as a brand 

community on its own. Since brand community integration is a ―cumulative connection of 

consumers with the product, the brand, other consumers, and the company‖ (McAlexander et al., 

2003, p.3), the members of loyalty/rewards programs are considered as its own community since 

they have a cumulative connection with at least the company/store and its offering. The firm 

naturally brings the consumers into its community through memberships in their loyalty 

programs. Thus, brand/store community can carry out important functions on behalf of the 

brand/store such as sharing information, perpetuating the history and culture of the brand and 

providing assistance (Muniz and O‘Guinn, 2001). The consumer who becomes a member of the 

loyalty/rewards program agrees (or strives to agree) with the community norms, traditions, 

rituals and objectives (Bhattacharya, Rao, and Glynn, 1995) and promotes its well being. 

 

Thus, brand/store community is theorized as another important applied dimension of 

relationship marketing where brand/store community is defined as a cumulative connection or 

relationship that the customer has with the store or product. Thus the working definition of 

brand/store community for the current study is customer perception of the extent to which the 

store had created a social relationship with the customers. Previous research had put its efforts 

into measuring the real effect of brand/store community on customer satisfaction and loyalty 

(i.e., McAlexander et al., 2003; Rosenbaum et. al, 2005). As such, it is hypothesized that: 

H5: Brand/store community will have a significant positive effect on customer 

retention.  

 

 

METHODOLOGY 

 

The relationship between customer service, loyalty/rewards programs, customization, 

personalization, brand/store community and different customer retention levels were examined 

via an empirical investigation of 450 loyalty/reward program members of 3 retail stores in 

Malaysia. The administration of the survey was personally administered but self-completed. 

Firstly, the respondents were approached by the researchers to screen whether they were loyalty 

card members or not, to illicit their interest and participation and to explain the purpose of the 

study. Those loyalty card members who were willing to participate in the study were given a 

questionnaire. At that stage the survey was self-completed. The researchers only spoke to the 

respondent if any minor clarification was required. This combined approach proved to be 

advantageous in increasing the response rate and in allowing respondents to seek clarification if 

needed (Creswell, 1994).  

 

The questionnaire was developed from existing measures and pre-tested using a small 

sample before the final instrument was self administered to the sample. All independent variables 

were measured via six-point bi-polar scales with scale poles ranging from extremely disagree (1) 

to extremely agree (6).   
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Customer Service - was defined as the proactive and reactive services provided to the 

customer in the store. This construct was operationalized based on customer‘s perceptions of the 

extent to which the store assisted the customer by providing information and solutions, was 

compassionate, empathetic, friendly, and made shopping easier (Cronin and Taylor, 1992; 

Dabholkar, 1996; Dabholkar et al.,1996). 

 

Loyalty/Rewards Program - was defined as a membership program or scheme that 

provided tangible and psychological rewards to customers. This instrument was applied by the 

store to better manage customer relationships by giving customers the identification card and 

offering them rewards based on purchase frequency. This construct was operationalized based on 

customer‘s perceptions of the extent to which the store membership program offered them 

tangible and psychological rewards for their loyalty (DeWulf et al., 2001; Odekerken-Schroder 

et al., 2000).  

 

Customization - was defined as the creation of products/services based on customer‘s 

requests. As a result, this construct was operationalized based on customer‘s perceptions of the 

extent to which the store provided a product or service based on customer‘s requests (Barnes, 

1997; Ball et al., 2006). 

 

Personalization - was defined as personal interaction that is being practiced by the store 

to enhance customer relationships. This construct was operationalized based on customer‘s 

perceptions of the extent to which the store interacts with its regular customers in a warm and 

personal way (Mittal and Lassar, 1996; Barnes, 1997; Sweeney et al., 1999; Odekerken-Schroder 

et al., 2003; Izquierdo et al., 2005).  

 

Brand/Store Community was defined as a cumulative connection or relationship that the 

customer had with the store/product. This construct was operationalized based on customer‘s 

perceptions of the extent to which the store created a social relationship with its customers 

(Maltz and Kohli, 1996; McAlexander et al., 2003; Algesheimer et al., 2005; Rosenbaum et al., 

2005).  

  

Customer Retention was operationalized as the extent to which customers felt they had 

demonstrated loyalty and commitment to a particular store measured via their repeat purchase 

behaviour (Baumgartner and Steenkemp, 1996; Campo et al., 2000; Ailawadi et al., 2001).  

 

After the pilot test the research instrument was administered to 450 loyalty/reward 

program members of 3 retail stores in Malaysia. Four hundred and thirteen (413) completed 

survey instruments were returned accounting for an effective response rate of 91.8% which was 

considered to be adequate.  

 

DATA ANALYSIS 

The data were initially analysed using principal components analysis to assess the psychometric 

properties of the instrument. Our primary concern was interpretability of the factors. The 

constructs of customer service, loyalty/rewards programs, customization, personalization and 

brand/store community all loaded appropriately and no cross loadings above .2 were identified 

with only factor loadings of above .5 being accepted. The final reliabilities for all scales were 
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greater than .70. Table 1 provides a summary of the constructs, alpha reliabilities and factor 

loadings.  

 

The preliminary results indicated that the psychometric properties of the scale were acceptable 

and as such it was appropriate to examine the research hypotheses. To what extent are customer 

retention levels influenced by customer service, loyalty/rewards programs, customization, 

personalization and brand/store community. 
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Table 1 – Summary of Exploratory Factor Analysis 
 

Factor/Statement Name Cronbach‘s 

Alpha 

Dominant Statements Factor 

Loadings 

Factor 1 

Brand/Store community 

0.95 I am emotionally attached to this store. 

This store has a great deal of personal meaning to me. 

I see myself as part of this store‘s community. 

I feel a strong sense of belonging to this store. 

I believe i am part of this store‘s community of card 

holders. 

This store has a sense of exclusivity. 

The friendship i have with other store card members 

means a lot to me. 

I am very attached to this store‘s community. 

Store card members share the same objectives. 

I enjoy the status of being part of this store‘s loyalty 

program. 

0.73 

0.71 

0.69 

0.67 

0.67 

 

0.67 

0.65 

 

0.61 

0.60 

0.53 

 

Factor 2 

Customer Service 

0.89 This store willingly handles product returns. 

This store willingly handles product exchanges. 

When a customer has a problem this store shows a 

sincere interest in solving it. 

This store‘s personnel are always ready to respond to 

customer needs. 

This store‘s personnel give customers individual 

attention. 

This store is willing to help me when i have a special 

request. 

This store‘s personnel provide prompt service to 

customers. 

Help is available from this store if i have any 

problems. 

0.74 

0.69 

0.64 

 

0.58 

 

0.54 

 

0.54 

 

0.54 

 

0.52 

Factor 3 

Personalization 

0.70 The personnel at this store always display personal 

warmth in their behaviour. 

This store gives me personal attention. 

I always get personalized treatment from this store‘s 

personnel whenever i request it. 

This store offers products/services that satisfy my 

specific needs. 

The employees at this store are courteous. 

This store always updates me with current 

information. 

0.69 

 

0.66 

0.64 

 

0.59 

 

0.56 

0.55 

 

Factor 4 

Loyalty/Rewards 

Program 

0.88 This store makes greater efforts to satisfy its card 

members than non-members. 

This store offers better service to card members than 

non-members. 

This store offers card members something extra. 

This store offers greater benefits to card members. 

As a member of the loyalty program i receive 

privileged treatment from this store. 

0.75 

 

0.67 

 

0.61 

0.59 

0.56 

Factor 5 

Customization 

0.87 This store provides instructions on product usage. 

If i switch to another store i won‘t obtain 

products/services as customized as i have now. 

This store offers delivery services for certain 

products. 

0.65 

0.59 

 

0.56 

  This store offers free alteration services. 0.52 
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This store provides personal assistance for those in 

need. 

0.51 

 

 

To explore the influence of customer service, loyalty/rewards programs, customization, 

personalization, and brand/store community on customer retention, a 2-group discriminant 

analysis was used in order to determine which variables best distinguished between high and low 

customer retention levels. All variables were entered simultaneously in the discriminant analysis 

so as to determine which variables were the best discriminators, after controlling for all other 

variables (Jackson, 1983). The antecedent variables of customer service, loyalty/rewards 

programs, customization, personalization, and brand/store community were each measured on 

composite scales created by summing the items, respectively. In the discriminant analysis, the 

two groups were identified by splitting the groups at the median score for customer retention. 

    

Table 2 Discriminant Analysis  Structure Matrix 
 

Independent Variables Levels of Customer Retention P< 

Brand/Store Community .925 .001 

Personalization .698 .001 

Customization .623 .001 

Customer Service .601 .001 

Loyalty/Rewards Program .600 .001 
 

Notes: 

* Pooled within-groups correlations between discriminating variables and standardized canonical 

discriminant functions  

** Variables ordered by absolute size of correlation within function. 

*** All variables used for the discriminant analysis were measured on five-point interval scales 

 Correctly Classified: 91.6% 

 Wilks‘ Lambda = 0.385, p<0.001 

Canonical Correlation = 0.784 

 

In the discriminant analysis, customer retention levels were examined by using a 14-item 

self report measure of customer retention.  In the discriminant analysis, the discriminant function 

was significant (Chi Square = 268.982, df = 5; p = .000).  Table 2 gives the correlations between 

each discriminating variable and its respective discriminant function.  For the composite measure 

that was used to assess customer retention levels the strongest predictors were brand/store 

community, personalization, customization, customer service and loyalty/rewards program. As 

such, all five hypotheses were supported. 

To assess how effectively the derived discriminant functions were able to classify cases, a 

confusion matrix was generated and the jackknife (leave-one-out) method was applied for 

classification (Crask and Perreault 1977). For a composite measure of customer retention levels, 

brand/store community, personalization, customization, customer service and loyalty/rewards 

program, 91.6 percent of the grouped cases were correctly classified.  

 

Largely, the results indicate that customer retention is influenced by brand/store 

community, personalization, customization, customer service and loyalty/rewards programs. 
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DISCUSSION 

 

This study was founded on the premise that the applied dimensions of relationship 

marketing, namely, customer service, loyalty/rewards programs, customization, personalization, 

and brand/store community were worthy of  investigation into their relationship with customer 

retention levels. As such, a robust empirical inquiry into the effect of these main antecedent 

variables on customer retention as identified by the literature was needed. These issues were 

considered worthy of investigation and as such the study has provided valuable insights into the 

applied dimensions of relationship marketing in a developing country context. The first 

hypothesis examined the relationship between customer service and customer retention in retail 

firms in Malaysia.  The study findings concluded that customer service was able to significantly 

discriminate between high and low customer retention levels. The study findings further suggest 

that customer service should be provided on an ad hoc basis as a response to customer problems 

and/or complaints. The customers always expect a quick response and solution to their problems 

and complaints. This quick response and solution from customer service personnel will directly 

determine customer retention levels by the firm. 

 

The second hypothesis examined the relationship between loyalty/rewards programs and 

customer retention levels. The study findings found that by signing as a loyalty or reward 

program member, customers are actually showing their commitment to a relationship with the 

merchant. The participant of a loyalty program normally makes a higher number of visits to the 

store than do non participants (Gomez et al., 2006) thereby benefiting both the customer and the 

store and thereby enhancing customer retention levels.  

 

The third hypothesis examined the relationship between customization and customer 

retention levels. The study findings found a significant relationship between customization and 

customer retention levels suggesting that the ability of the store to create products/services based 

on customer requests had a significant impact on customer retention levels.  

 

The fourth hypothesis examined the relationship between personalization and customer 

retention levels and identified a significant relationship between personalization and customer 

retention levels. The study findings suggest the store should use ‗personal communication‘ to 

regularly communicate with card members. This personal communication should aim to update 

the customer about the current offers available at the store. Regular communication can also be 

used to remind the customers about the relationship that they had with the store. This regular 

communication between the merchant and the customer should go a long way to ensuring that 

high customer retention levels are maintained.  

 

The final hypothesis examined the relationship between brand/store community and 

customer retention levels and identified a significant relationship between brand/store 

community and customer retention levels. The study‘s findings suggest high customer retention 

levels must be built by establishing a good social bond with its customers via friendships 

between customers, and a store atmosphere that is exciting, warm and friendly and conducive to 

interaction between customers and front line staff. Additionally, brand community integration 

can be built by stressing the ‗unique qualities‘ that the store had compared to others.  
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EXTENDED ABSTRACT 

 

Marketing standardization is considered a difficult but worthy endeavor (Jain, 1989) and 

to aid this there has been a long push to determine the variables that make standardization 

feasible. In this vein there have been several attempts to understand the different cross-cultural 

values that are applicable to this understanding. The subsequent impact on consumer behavior 

continues to be an important area of study that requires further enhancement (Craig and 

Douglas, 2011). Since Hofstede's (1980) original international values study there have been 

multiple studies assessing and countering the validity of this measure (Baskerville, 2003). The 

appeal of Hofstede‘s dimension and their goal of categorizing countries is obvious: can we 

create universal measures to simplify understanding the behavioral responses to the complex 

process that underlies a society‘s cultural value? Schwartz values (1992) are another measure of 

personal values that expands on Hofstede's goal and are a more common measure today (Tas, 

Rowney and Steel, 2009). Upon observing Hofstede's original measures and the results of each 

countries ratings, and the changes in these ratings over time, a pattern can be observed. The 

pattern is that countries that have a long history of democracy tend to share similar traits as 

follows: individualism, more comfort with uncertainty and low power distance, with corollary 

findings that these societies are rules based versus relationship based. This is a logical step as 

countries that do not have a history of democracy tend not to have a history of a strong legal 

system hence lack legal protection of rights. On the other hand Asian, Middle Eastern, and Latin 

American societies have distinct philosophical and religious backgrounds yet exhibit 

collectivistic, hierarchal, and risk avoiding cultures. They also tend to be more relationship 

based societies due to the weakness in the rule of law. The common thread among these societies 

is that they have a history of authoritarian rule, or conversely, a lack of democracy. The 

argument of this paper is that historical form of governance is a simpler methodology to assess 

cultural value clusters than the myriad of variables normally employed. 

To test the hypothesis, the World Values Survey (2013) will be utilized. The most current 

wave in the survey is 2005- 2007 this wave contains 257597 respondents from 99 countries.  The 

Schwartz Values portion of the survey will be assessed along with appropriate demographic 

variables such as age, income household size, gender, etc. The results will be then compared to 

the Economist Intelligence Units, (Economist 2012) Democracy Index. This index measures 

several aspects of democracy and will serve as a proxy for governance as it is assumed that a 

country with well ingrained democratic values has a long history of democracy and the requisite 

institutions. The score for each country and the discrete democracy index variables will be 

added to the World Value Survey samples. Structural Equation Modeling (SEM) will be run to 

test the relationship between demographics, Schwartz Values and the democracy index scores. 



Proceedings of The Association of Collegiate Marketing Educators (2014) 
 

308 
 

The second phase of analysis will group countries by democracy scores and assessed through 

cluster analysis. The results expected are that those countries with a high democracy index will 

have a significant correlation of values whereas those with low democracy scores will be 

significantly different from high democracy values yet have a strong correlation within 

themselves. Results will then be assessed to determine the marketing strategy implications. 
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