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MEASURING CONSUMER LOYALTY: THE LOYALTY
ORIENTATION SCALE

Reflecting its importance to the financial success of organisations, interest in consumer
Iuydu.{ continues unabated. However, there are still mainy uians vered ques stions about its
L()Y\thludh‘ﬁﬂ[“)ﬂ dIld measuremeni. T nese quuimn\ must h{f TL."-ﬂiVLll hETl)IL ElLd.LlL.HHL‘-:
and practitioners can uscfully apply the concept. We a EUL that consumer loyalty is best
\,Um.k,pnmu\ud as a multi-dimensicnal phullmut noi. Based on this multi- -dimensional

view, we develop and iest a new measure of consumer ]Uydlt}f We l'l\,"p()lnt,‘ﬂ se a three-
dimensional structure containing affective, temporal and instrumental dimensions.

P U £ U S he recnlts indicate that the constiuct can be
Results from a preliminary test are reported. The results indicate l'l i li;t; construct can be
represenied with two dimensions: affective and iemporal loyalty. As an addiiional check

vy aben sen T intitlibrs b meres ranszién s craats dle g fozea
ofs the u;imhmw of oui u:'-«uh:-, WG lm \1,L_,|nm,mu correlations between these two
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Introduction

There is gr owmb interest in consumer loy'alty from mdmgcmunt consultants, managers
_’;UCHIILH Lill“: Hnblb\l l‘\ dl]b 1:1 1hill 1o 1%"1 HliliUlldllL.b o llll, SUCCESS Ul UHII'\

and a
competing in dynamic markets (Anderson, Fornell and i Lehmann 1994). indeed, the hnks
between consumer loyalty and financial measures of success are well established

{Reichheld and l\L:lllI_\, wvu) Despite this ;JIHWH:;—_," tllfl.lb"ﬂ suiiie uupuimm 2aps in our
knowledge remain. This paper atlempis Lo address some of these 1ssues and make three
Lonlnbutlunb to the mdrkulmgD literature: (1) to u,lhlnk tht, notion of consumer loydllv (2)

n, and (3) 1o test th

to deve 1”{’ a iicasuic of consumcr w_) m\j oF
dpi!lt_)plldlb context. The struciure of the paper s as follows. The next section prescnts
our conccplua! i"rclmuvurk W(, argue Lhal consumer lova]ty Uricntatiun e bc

initial test of our immuwnk ihe pclpt,r concludes wiih a ll]\L.Ll‘s\lUI'l 01 our ru,uiu and
implications for marketing theory and practice.

however, reveals T'l"l'EiCh c:’meinn about the Ccmuepmaiisatinn and measurement of this
construct. The nmudu.m(,nt hierlurL suggests that lovd!lv or wmmllmt,m 1s LUIﬂpUbLLi

attemnpis in the marketing hierature o dc‘v‘einp a mulll—uii'rlcrlsinn'di vie

J L H i)
Ll)IlLL!)lleil‘\L. |n\'dhy as a ‘\]II][} C‘(pl’ﬂ\‘ﬂ(m ol attachment. In contrast, we argue ihat



consumer loyalty consists of three separate but related dimensions: affective loyalty,
temporal iuy’ihy and instrumental loyalty. This view is an attempt to integrate diverse

fiteratures and understand the pwum]ugmdi processes behind consumer loyalty

1aintain their re]ationship with an

d the firm {L}Ctll!-.h ino and

Affective onalty is defined as a consumer’s desire

to
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Johnson 1999). A key dimension of loyalty, it is often rt,ﬁ,,m.u to as an emotional or
psychological attachment Affectwe loya]ty para!le]s the notion of commitment: a belief
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wortant u:.u it warrants maxi imum 6nuu 10
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by one party that a relatio
mdmtam (lv‘inrgdn and $94). This dimension of inydl s one that 18 most ofien

!'I'ES dimen 151 1m;]_y mn'r.,\c;[

Tempmal loy'llty refers to the consumer’s expeutatlon that their relationship with the firm
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of relationship continuity, seen in the industrial marketing literature (e.2.. Heide and John
1990). Though it has been the subject of much less research attention than affective
]t-\ m‘f} lational exch

ational c,\u:ﬁi‘lgﬁ.
loyalty has been hinked to consumer ILIH.!ILI'IA‘\L. decisions (Kim and Frazier 1997).
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Furthermore, it is expectations o fuiuie interaction that in pait provide ihe Dasis 101
additional investiments in the relationship.

Instrumental [oydlty is the third dimension of Eoydlly in our conu,ptua] framework. It
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cxists When sv “"m,uutg costs make it difficult for the consuiner to terminate the

relationship (Morgan and Hunt 1994). The cosis of terminaiing the lL.Ec'lLlh!]‘ahlp may be

real or pereel \cd Furthermore 1letlonbh1p termination costs can be cconomic or

[Sj, chol ngicai (F indiach, Achrol and Mentzer 1995) ) ). A firm may m,iiuumu_y attempt 10
uild swiiching costs (1.e., account closing fees, frequent fiyer prr)urdm\ pl L.ﬂl!UIIl

e | 1l Ols sl o
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CU siner ¢lubs), Or tm:} 11] '1') (C uﬂnif ‘11 iy
su ih 1 switching costs (Ganesan 1994).

hu, alternatives 1s often

In summary, we hypothesme the existence of a higher-order construct: consumer loyalty
orientation. We further argue that this construct has three separate but related dimensions.
] §!L, dllLLUVt.‘ ll,.iﬂpl)hi! dﬂll ]ﬂ‘ﬁ[]_ﬂ!ﬂbnldl LilTnLﬂ\lnﬂ\ arc an dLLLl“pL io Ldpl!.ﬂ'b Ll!b
complex natune of consumer loyalty. It also leplesents an dttempt to I!ltbf;,l’c!tt.. diverse
literatures that have e )\[!ILHLU aspects of u:')' h_y in isolation. We now sketch out the
ries

__j_‘

meihodology e sting our framework.

Research Methodology

The research setting for the study was pr emium hotels in a regional area. Respondenis for
the study included leisure and business travellers. Three premium hotels participated in

1.
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the ficldwork by distributing survey packets to gues
survey pauu,t\ included a cover letter from the researcher Lkpldmmu the study, a self-
completed questionnaire and a reply-paid envelope. '-.p[IILnllum,ly 1,000 survey packets
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rate was approximately 25%. Demographically, 50% of respondents were men. The
average age of respondents was 41 years (std. dev. = 15 years). The majority of
respondents had completed at least senior high school. The respondents’ average income
was $71,000 per annum (std. dev. = $110,000). Thus, it appears that the sampling
strategy was successful in generating responses that differed greatly.

Each of the three dimensions were measured using six-item Likert scales anchored
“Strongly disagree = 1” and “Strongly agree = 5.” Where possible, the measures were
adapted from past studies in marketing and management. The affective loyalty dimension
was based on items used by Allen and Meyer (1990) and Morgan and Hunt (1994).
Example items include: I feel a sense of belonging to this hotel; 1 feel a strong attachment
to this hotel. The temporal loyalty measures were based on research by Ganesan (1994)
and Kim and Frazier (1997). Example items for this construct include: I expect to return
to this hotel for many years; I expect to visit this hotel again in the future. The instrument
loyalty dimension was based on Barnes (1997), Gundlach, Achrol and Mentzer (1995)
and Morgan and Hunt (1994). Example items include: It would be difficult for me to find
another hotel; The costs for me to find another hotel are high.

Results

Initially, the set of items for each dimension was analysed separately. Three congeneric
models were estimated using the LISREL program (Joreskog and Sorbom 1996). The
purpose this analysis was to ensure that a model for each first-order factor fit the data
well. The final number of items in each scale, goodness-of-fit statistics and the reliability
estimates are reported in Table 1.

Next, we estimated a higher-order factor analysis model. The three separate dimensions
were modelled as first-order factors. Loyalty orientation was the hypothesised higher-
order factor. The chi-square statistic for this model was significant (x*(71)=233.00, p <
.05), as might be expected given this statistic’s sensitivity to sample size. A sample of
other fit statistics provide mixed evidence about the adequacy of the model’s fit to the
data (goodness-of-fit index [GFI] = .98, comparative fit index [CFI] = .99, root mean
square residual [RMR] = .17). The standardised loadings and explained variance for each
item is shown in Table 2. All of the loadings are significantly different from zero (p <
.05). However, some of the instrumental loyalty items have more error variance than
explained variance. The gamma coefficients are .99, .95 and .65, respectively, for
affective, temporal and instrumental loyalty. All of these coefficients are significantly
different from zero (p < .05). The explained variance in the three first-order constructs is

Table 1. Purified dimensions

Dimension No. items i Reliability
Affective loyalty 5 9.62; 5d.f; p=.08 95
Temporal loyalty 5 452, 5d1f;p=.37 95

Instrumental loyalty 4 85;2d.f;p=.65 85




Table 2.Hypothesised higher-order factor model for loyalty orientation

; . Explained
Variable Affective loyalty Temporal loyalty Instrumental loyalty variance
X .89 0.80
X3 .89 0.78
X3 .93 0.87
X4 91 0.82
X5 91 0.82
Xg .89 0.79
Xz .88 0.77
Xg .92 0.85
Xg .87 0.75
X0 .90 0.81
X .86 0.78
X2 .66 0.43
X3 77 059
X 14 01 0.83

99%, 91% and 42%, respectively, for affective, temporal and instrumental loyalty. Note
that there is greater prediction error in instrumental loyalty than explained variance.

Based on this evidence, we took the decision to model consumer loyalty orientation as a
higher-order factor with two-dimension. That is, we retained the affective and temporal
loyalty dimensions and “trimmed” the instrumental loyalty dimension from our model.
The chi-square statistic for the two-dimensional loyalty model was significant (34 =
97.3, p < .05). However, the change in chi-square represents a significant improvement in
fit over the three-dimensional model (x2A(37) = 135.7, p <.05). The values of other fit
indices suggest a minor improvement in model fit (GFI = .98, CF1 = .99, and RMR =
.12). Table 3 illustrates the standardised loadings and explained variance for each item.
All of the loadings are significantly different from zero (p <.05). The gamma
coefficients are .96 and .98, respectively, for affective and temporal loyalty. Both of these
coefficients differ significantly from zero (p <.05). The higher-order factor explains 92%
and 99% of the variance in affective and temporal loyalty, respectively.

As an additional check on the reliability and validity of our results, we correlated a
measure of behavioural loyalty with composite measures of the three first-order factors.

The behavioural measure was the simple ratio of the traveller’s number of visits to their

Table 3. Revised higher-order factor model for loyalty orientation

Variable Affective loyalty Temporal loyalty Explained variance
X 0.93 0.88
X; 0.90 0.82
X; 0.93 0.88
X4 0.95 0.91
X3 0.89 0.80
Xg 0.90 0.81
X7 0.91 0.82
Xg 0.95 0.90
Xo 0.89 0.80

X in 0.93 (.86




focal hotel relative to their total number of hotel visits. Data for the behavioural loyalty
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correlation between the affective loyalty composite and behavioural loyalty (r= .28, p <
.05). The temporal loyalty composite was also positively and significantly related to
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behavioural loyalty (7 = .19, p < .05). Tlow
loyalty composite and behavioural loyalty was non-significant (r = .03, p > .05). These
resuits reinforce our decision to model foyalty orientation as a two-dimensional higher-
order construct.
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Summary

The objectives of this paper were threefold: (1) to rethink the consumer loyally construct,
(2) to develop a new measure of consumer loyalty, and (3) to test this measure in an
cimpirical seiting. We believe that we have made some progiess towards achieving these
objectives. However, our resulls provide an initial test only and much more work remains
to be done.

The most significant re-specification to our hypothesised framework was the removal of’
instrumental loyalty from the model. The decision to model consumer loyalty as a two-
dimensional higher-order factor was based on two key pieces of evidence: the explained
variance in the first-order factors and the simple correlations with behavioural loyaity.
The two-dimensional framework implies that feelings of attachment and expectations of
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conti Towever, it is impoitant to consider

the context in which we examined consumer loyalty before drawing more general

conclusions.

Data for this study were coliecied from business and leisure guests ai premium hotels. it

may be that switching costs were low in this industry, as would be expected in a

competitive market, Many firins have deliberately

consumers. FHlowever, it seems that switching cosis are not part of the cognilive processes

of consumer loyalty. The importance of affective and temporal loyalty reinforces the
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In summary, we have developed an instrument that appears to be a valid and reliable
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also have applicaiion in consumer good settings. In particular, it would be usefui to test

the framework in settings that have a lower level of involvement and relatively shorter
purchasing cycles. Finally, it is important {0 consider the ole marketing plays in shaping
consumers’ cognitive processes. 1T the ereation of switching costs is not a path io

u

consumer loyalty, then perhaps much more (re)thinking is required.
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