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LONG-TERM RELATIONSHIP TERMINATION MODEL: A STUDY OF THE ANTECEDENTS OF THE
SERVICE ENCOUNTER EVALUATION AND OF THE MAINTENANCETERMINATION DECISION

The essentially social nature of service encountarshort-term phenomenon, provides
occasions in which the buyer and the seller neggotige terms of their exchange relationship,
a long-term phenomenon. Defined as the mutual rétog of special status between
exchange partners, exchange relationships insdie®f for the buyer, as they mitigate
market volatility for the seller. Understanding heaonomic exchange is played out against a
background of social exchange can yield interestisgghts (Czepiel, 1990). Each purchase
decision takes into account not only the immediat&/benefit analysis but also the history of
the relationship and the possible future as welly@ & al. 1987; Macneil, 1980). For this
reason, rather than treating each sale as a distnatsaction, companies now focus on
building long-term relationships with their custameAs a result, relationship marketing is

becoming increasingly important in today’s competienvironment.

Despite anecdotes of costly litigation and linggrifeelings of betrayal and resentment,
relatively little is known about the mechanisms @nocesses of the dissolution of established

relationships (Ping & Dwyer, 1992).

We aim, through this research, to extend the utaleidehg of the dissolution phase (Dwyer,
Schurr & Oh, 1987) of long-term buyer-seller redaghips. As Dwyer & al. (1987) state,
there is a theoretical gap @aghere has been no systematic study of the uniogupl parties
from highly evolved relationships (Dwyer, Schurr & Oh, 1987, p. 23). A great numbe
relationships between organizations reach the amwxvhstage of interdependence. Thus, the

forces that fracture this interdependence are pocipal focus in this study.

From a managerial perspective, it has been pravée tess expensive to develop an existing
relationship than to create a new one (Reichhettl Sasser, 1990). For this reason, many
firms are trying to develop new retention strategi better understanding of the antecedents

of the dissolution process will help them to depedoich strategies.
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As more research has been done on consumer behespacially by practitioners, we have
decided to implement our research into a businesgert. Until recently, we have been
working with a bank -bank X-, which is an importdnaink in France even though it is not one
of the ‘big three’. All of the exploratory phaseshaeen conducted with this bank. We are now
negotiating with another bank —bank Y-, a smallee @on the French market. This bank is
interesting for our study as it has the same @afd the first one on the SME market. As for

bank X, we are only interested in its SMEs custamer

Literature review

Prices (Voss& al., 1998) and products are widely recognized as rntlilestone of the
consumer’s choice and satisfaction (Perrien, Psrafli Bantig, 1995). CompetitdTs
depending on their aggressiveness and on their evomh policies, also play a major role
(Miller & Friesen, 1982).

However, because of the intangibility, insepar&p#ind heterogeneity of services, the service
encounter is critical to customer satisfaction avw@luation. Service encounters can be
considered as moments of «truth » (Fiskak 1993). The underlying assumption is that
customers’ perceptions of service encounters apeifitant elements of customer satisfaction,

perception of service quality, and long-term loyalt

According to marketing literature, the service amter is a complex phenomenon (a « black
box ») which we are trying to analyze in greatetadleSpecifically, we have been through
different types of literature. Each of them furmshan interesting point of view about the

interaction phenomenon.

1 - Theeconomic literature® (Williamson, 1975) explains the continuity of riédeships in
terms of the costs and benefits of staying in #lationship versus leaving it. This type of

literature therefore emphasizes switching costpedéence on the relationship partner, and

! We will often speak of "customers". When doingwe,will actually refer to SME representatives.

2 We refer here to the bank's competitive envirortraed not the SME's competitive environment.

% We refer here to four different and complemetdmyoretical fields : resource-based theory, traimaatost
theory, incomplete contracts theory and converttieory

3
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the attractiveness of alternative partners. Schatudying long-term relationships, such as

Anderson & Narus (1990), use this idea of constia@ased relationship maintenance.

2 - Long-term relationships have also been well deented bypsychologists. They focus
more on the affective responses to a relationsbig.,(Karney & Bradbury, 1995). These
authors suggest that affective responses suchtiakaston, identification with a partner, or

commitment, influence relationship partners inttlagicision to stay or leave the relationship.

3 - Marketing literature has developed its own consideration of long-tegtationships. It
suggests that environmental variables, partnelblas, customer variables and interaction
variables are the most important factors of custeimeeceptiveness to relationship
maintenance (Bendapudi & Berry, 1997). It also f@aion the fact that some customers have
a high relational orientation while others do ndepending on this personality dimension,

customers may have two broad types of reactiotiseio seller’s actions.

The degree of dependence, the communication leveadly defined as the formal as well as
the informal sharing of meaningful and timely infation between firms [Anderson and
Narus, 1984]), and the level of trustTke firm’s belief that another company will perform
actions that will result in positive outcomes fhetfirm, as well as not take unexpected
actions that would result in negative outcomes tfeg firm» [Anderson & Narus, 1986,

p.326]) are among the most important interactiamaées.

In terms of retaining customers, research showtsseiraice quality (Bitner, 1990; Bouldired
al., 1993), relationship quality (Crosldy al., 1990; Crosby & Stephens, 1987), and overall
service satisfaction (Cronin & Taylor, 1992) carpnove customers’ intentions to stay with a

firm (Keaveney, 1995).

Another discipline within marketing that also peauarly recognizes the importance of
relationships is ‘service marketing’. The purchadea service, because of its intangible
nature, is perceived to be a process that depengart upon the interpersonal interaction

between the service provider and its customer flaca & Ostrom, 1996).
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Table 1 — Synthesis of the relationship terminatiorantecedents identified by previous research.
Literature Variables Authors or theories

* Heterogeneity
e Dynamism

Economy Level of constraint (power, asset specificity e.g, Heide, 1987, Hart & Moore, 1988;
and other exit costs) Anderson & Narus, 1990
Environmental uncertainty e.g, Pfeffer & Salancik, 1978; Donada,
1998; Gomez, 1997
Information asymmetry, opportunism and | Cf. Transaction costs theory : Williamson
trust 1975, 1985
Psychology Benefits/costs calculation on: Social exchange theory: Huston & Burgess,
* Relationship attributes 1979
* Relationship exit barriers
» Existence of attractive alternatives
Relationship typology: satisfaction and Social exchange theory: Lewis & Spanier,
stability are orthogonal dimensions 1982; Behavioral theory: Thibaut & Kelley,
1959; Weiss, 1984
Relationship quality evaluation is influencgdBehavioral theory
by learning from past experiences and
present interactions
Satisfaction decline and relationship Crisis theory: Hill, 1949
termination demonstrates a failure in crisig
and problem resolution.
Marketing Bank environment: Perrienet al, 1995; Ricard, 1995;

Miller & Friesen, 1982

* Hostility

Bank characteristics:
e Policy

e Price

e Products

Perrienet al, 1995; Llosa, 1996; Gensch,
1984

Customer characteristics:
* Relational orientation
» Level of constraint

Perrienet al, 1995; Bendapudi & Berry,
1997; Ping, 1997

Interaction (service encounter)
Communication

* Trust

« Commitment

» Hierarchical level of contact
* Relationship length
Account manager...

e Adaptability

»  Similarity

« Competency

e.g, Anderson & Narus, 1990; Mohr &
Nevin, 1990; Morgan & Hunt, 1994; Weitz
1981; Crosby, Evans & Cowles, 1990;
Marion, 1997; Gronroos, 1990; Ping, 1997;
Anderson & Weitz, 1989

» Complaints handling

4 Cf. The social exchange theory, the behavioraheor the crisis theory.
> Which means that the link between satisfaction @ity or between dissatisfaction and relatiopshi
termination is not linear.
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A few research projects are directly concerned wethtionship termination. Among the first

ones are two studies by Perri&mal. (1991, 1995), which identify three broad categ®rof

relationship termination antecedents:

* Bank characteristics such as the account managee, products, degree of centralization,
etc.;

» Customers' characteristics such as excessive fadareeds, owner departure, etc.;

* Bank competitive environment such as prices, speffiers, marketing strategy, etc.

These projects used the Nominal Group Techniquenend quite exploratory.

Hocutt (1998), in a conceptual paper, determinescttmmitment level as the most important
variable in the relationship termination decisidacording to her, commitment antecedents
are: trust, relative dependence, quality of altevea, social bonds, closeness, duration,

investment in the relationship, and satisfactiothhe service provider.

4 — With regards to these interaction variableslawyer, lan Macneil, has done very
interesting work. He decomposes contraai® 9 common norms. These norms are more or
less critical depending on the nature of the refehip (transactional or relational). What is
very interesting in his research is that it forrnes a framework to describe the encounter (or
interaction) between the seller and the buyer. Suthmework encompasses all the variables
that one can find in the marketing, psychologiead economic literature, and provides a
clear and precise structure. It permits the stuflyetationship termination through the

breakdown of norms.

Relational-exchange theory uses a broad set ofrainig norms to categorize
customer/supplier relationships, and focuses dyremt the interdependence of exchange
partners. The contractual norms that embody therdependent relationship also set
expectations as to the appropriate behavior ducongflict situations (Kaufman and Stern,
1992). Without this interdependence, exit or switghbehaviors would be costless and

conflict would not occur (Hirschman, 1970).

® « By contract | mean no more and no less thametlagions among parties to the process of projgaitchange
into the future » (Macneil, 1980, p.4).
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We distinguish relational norms from transactionatms as shown in the following Table
(Table 2). Relational elements are essential tmtaming long-term relationships, whereas
transactional elements are necessary for creatounsact, but are less crucial to the overall

structure (Macneil, 1980).

Table 2 - Relational and transactional norms

Relational Norms Transactional Norms
Norms Definition Norms Definition
role integrity the parties maintain consistent mutuality both parties gain some benefits from
patterns of behavior (competency, the exchange
turnover, etc.)
communication the parties develop two-way planning and they provide for the implementation
communication (reciprocal) consent of planning by binding themselves
to some particular action
flexibility they provide for flexibility harmonizabn of both parties resolve disputes and
conflict misunderstandings
solidarity they have some expectations that theeation and they recognize the legitimacy and
contract will not be broken, limitation of limits of power created by their
especially in the case of customer’spower consent
economic constraint.
complaint in case of problems, the party
handling (linking involved in the occurrence of the
norms) problem has to repair his/her fault.

Adapted from Macneil (1980) and Paudihal. (1997).

These norms have been used in a few marketingest@dg, Kaufman & Stern, 1988; Heide
& John, 1992; Pauli& al., 1997). The last study, conducted by Pa#lial. (1997), is the
only one known by the author that has been condumtethe bank service industry. All this
research has adapted Macneil's norms to specifieegts. Nevertheless, a consensus emerges
on the importance of three relational norms:

1. flexibility

2. information exchange

3. solidarity

Paulin & al. (1997) add a fourth relational norraterintegrity. This last norm has probably
not been examined in other studies, mentioned abswee it requires very personal
information. It is easier to ask people to discaissut their job, their company, or a business
relationship than to talk about themselves. Moreobecause service encounters are true
interpersonal encounters, the role integrity noakes an especially important role in our

research.
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5 — Different logics of the contribution of the service encounter dimensions to the global
evaluation of the relationship:

Herzberg (1966) showed that the factors of workeedisfaction (motivating factors) may
differ from those of dissatisfaction (health fasjorMotivating factors are related to what the

worker is doing, while health factors are direc#diated to his working environment.

This research is the foundation of many other std marketing. Authors have investigated
the asymmetric and nonlinear nature of the relatign between attribute-level performance
and satisfaction (Llosa, 1996; Mitt&lal., 1998).

According to Mittal& al. (1998),“consumers are more likely to render their postfhase
experiences of satisfaction at an attribute levather than at the product level [...].
[Moreover,] an attribute-based approach enables tbgearcher to conceptualize commonly
observed phenomena, such as consumers experiemckeg feelings toward a product or
service(p. 33)". Mittal's & al. (1998) observations tak#o account that a consumer can be
both satisfied and dissatisfied with different atpeof the same product (or of the same
service encounter). An attribute-level approach giovides a higher level of specificity and
diagnostic usefulness compared to an overall appriaa Tour & Peat, 1979). For example,
SERVQUAL, developed to measure service qualitygRaraman & al., 1988) is a tool which

uses several attributes, despite the fact that an@pproach remains a linear one.

Llosa (1996) develops a non-linear approach. Sbevslihat there are four broad categories
of attributes depending on their contribution tce thatisfaction evaluation. These four
categories are defined by two dimensions: (1) tiwate contribution to satisfaction may
vary according to the performance on this attripui®) the attribute contribution to
satisfaction may remain stable independently ofpiisormance of this attribute. Her theory

can be summarized as follows (Table 3):
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Table 3 — Attribute contribution to satisfaction (Llosa, 1996)

Attribute contribution to satisfaction in a High “plus” “key
positive performance case

Low “secondary” “basic”
L High
Low

Attribute contribution to satisfaction in a negati
performance case

These approaches are interesting since they allobetter analysis of the satisfaction
evaluation process. However, they may not be seffic Indeed, they consider that all the
customers have the same evaluation process. Aveheleast, it would be interesting to

investigate the differences between transactiomélrelational customers.

Understanding long-term relationship termination

From the literature review we are able to consteutiheoretical model (it must be specified
that the model has been modified after the exployastudy). The following model shows

that there are three major antecedents to reldipnmaintenance or termination decision
(environment, prices, and products). These «kegmmables (Llosa, 1996) have a direct
impact on the decision of relationship maintenaocgermination. There can be another
possibility which is increasing the number of sugsl (especially when the customer is in a

constraint-based relationship).

The service encounter is decomposed, following Masnframework into two subcategories:
the relational characteristics and the transactionas. The impact of the evaluation of these
dimensions of the service encounter is moderatethéyrelational orientation of the SME

representative.

The impact of the « key » variables can be modér@ie mediated) by the service encounter
evaluation. Depending on his/her level of relatlam&ntation, the customer will base his/her
evaluation on the transactional or on the relati@haracteristics (as defined by Macneil's

work) of the service encounter.

Figure 1 - Relationship termination model
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Age, history of
the relatipnship

Relational H2a

factors
| Environnement| ] H4 ¢, d
H2 b,¢
Price Hla,b,c, v R Relationship global X » | Response
A v evaluation H4a mode (*)
H4b
Transactional|_ H3a Customer constrair’\t
factors ‘ level
H3 b,

Customer level of
relational orientation

(*) Exit, loyalty or additional bank

Hypothesis

Table 4 - Hypotheses

P1 KEY VARIABLES

Hla | The bank competitive environment is a "keytiakale (.e. it is always a determinin
factor) in the customer evaluation of its relatiopswith the bank

Hlb | The level of prices is a "key" variabliee( it is always a determining factor) in tk
customer evaluation of its relationship with thaka

ne

Hlc | The product portfolio is a "key" variabliee(, it is always a determining factor) in tk
customer evaluation of its relationship with thalka

ne

P2 RELATIONAL FACTORS

H2a | The relational factors global evaluation ham@derating effect on the relationsh
global evaluation

p

H2b | The greater the relational orientation, theemihe moderating effect of the relatior
factors global evaluation (compared to the transaat factors moderating effect)

nal

H2c | For high relational oriented customers, refal factors are "plus" factors

P3 TRANSACTIONAL FACTORS

H3a | The transactional factors global evaluatios danoderating effect on the relations
global evaluation

nip

H3b | The lesser the relational orientation, theertbe moderating effect of the transactio
factors global evaluation (compared to the relatidactors moderating effect)

nal

H3c | For low-level relational oriented customeransactional factors are "basic" factors

P4 RESPONSE MODE

H4a | The relationship global evaluation has an chpan the response mode used
customers

H4b | The response mode (termination or opening wadsoat other banks), when t
relationship global evaluation is negative, depesrdghe customer constraint degree

H4c | The response mode (termination or opening wadsoat other banks), when t
relationship global evaluation is negative, depesrghe age of the relationship

H4d | The response mode (termination or opening wadsoat other banks), when t

relationship global evaluation is negative, depemd$he relationship history

Methodology

10
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All the variables we will need to measure are shawthe appendix as well as samples of
items that will be used for the measurement. Wéalslo mention a few references that have

been useful in developing our questionnaire.

Exploratory research

A gqualitative phase has been conducted. Twentyrsdepth interviews were recorded and

analyzed (13 SMEs and their bank account managemns)results were very interesting since
they provided evidence for the conceptual framevan#t helped to improve it. These results
helped to develop research hypotheses. They alsaded good support for the use of

Macneil’'s norms as a framework in analyzing theviser encounter. Last, but not least, this
dyadic study allowed some propositions on the bardount managers’ perceptions of the
relationship and the identification of systematiasies in these perceptions. This part of the
exploratory research will not be used in the matdfexperimentation but it will be useful in

the recommendations, which will be given to thekyamd in the analysis of the final results.

Main field experimentation

Firstly, we wanted to experiment a triadic methodgl interviewing 20 SMEs managers who
would have closed their bank account, 20 othereg@h by pair with the first category) who

would have remained patronizing the bank, and #r& kaccount managers of these SMEs.
This would have allowed us to discriminate betwd#entwo categories of firms and to better
analyze systematic biases of perception of the laaokunts managers. Unfortunately, it has
not been possible to find a partner for this typavork. Therefore, we will implement only

the second phase of our primary methodology.

The second phase of the following description. Vel like to administrate in a face-to face
interview a questionnaire to about 600 SMEs. Amtimgse 600 SMEs, one half will be
newcomers (i.e., they will have opened their act¢ess than 18 months ago) in the bank Y.
They will be questioned on a former bank (eithee tmey have left or one which made them
open an additional bank account in bank Y). FollapyMorgan & Hunt (1994) who say that

"just as healthy and sick individuals must be suidee understand a pathologywe will

11
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study different kinds of customers: loyal or nogydband non relational and non constrained
relational and constrained, relational and non tamsed, non relational and constrained
(even though we will focus our attention on relatibcustomers). The other half will be
constituted by SMEs which are considered as loyataners by bank Yi.¢., they will be
client of the bank for more than two years and thilygive a significant part of their activity
to our bank. This phase should allow us to reachengeneral results on the impact of the

different antecedents on the decision to repateoniz

The face-to-face interviews should be a bettertewiuthan mailing since the questionnaire
might be too long. At present, it consists of akieuat pages. One problem we have to solve is
the pretest of the questionnaire. The access toefearch field is tremendously difficult. We
have used experts’ reviews of the questionnair@esson in charge of marketing issues in
bank X has reviewed the questionnaire. A focus gitas been helded with two former SME
account managers and with two former SME repreteata Two additional individual
interviews were conducted with a SME representadive an academic expert. We have also
asked to three other persons to fill out the quoestire. The questionnaire should be

administered in June.

Our methodology, however, has an certain limitsofder to get a significant sample of
terminated relationships, we have to question b¥fk new customers about a former
relationship. This means that we will have sometogteneity in the banks the customers will
talk about. We lose however a control mean witk g#@ample. Up until now, it has not been

possible to find a better solution. (All suggesti@mne welcome!)

The issue of statistical analysis has not beemitielfy set up. In a first time, a factor analysis
would be useful in order to check the actual nundfeservice encounter dimensions. The
number may be reduced through the use of this igebn None of the articles (using

Macneil's norms) known by the author reports thmsl lof statistical analysis. But a problem

we may have is that the variables used to defiaeséinvice encounter will not be independent
from each other. We will also check how many dinnems the relational orientation has, and
we will select the best items (from 8 or 12 at thigin) in order to get an operational scale.

Then, we will probably use a discriminant analysis.

" "Constrained" means that exit costs (economicsgchwological costs) are high.
12



halshs-00471033, version 1 - 7 Apr 2010

As noticed by Dwyer & al. (1987), there is a need & better understanding of the
antecedents of long term relationship terminationour research, we propose to study the
impact of a moderator, the service encounter, eretlaluation made by the customer and on
his/her decision to stay or leave the relationsie aim to demonstrate that developing a
good relationship can increase the exit barrietsodgh this research, we will increase
knowledge about the understanding of the wholetioglship life cycle. We will also

contribute to training bank account managers ineortb help them to better forecast

relationship termination and to provide them wabls to consolidate fragile relationships.

13
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Appendix

Variables will be measured on a 4-point Likert sc&lor most of the questions, the customer
will have to evaluate the performance of the bankite attributes or his degree of

agreement anthe importance he gives to the attribute.

When we did not find scales in the literature wedaleped new items, generated from the
exploratory phase. Translation of North Americaralss into French ones was
problematic. Cultural differences made it impossibd use several questions. The

items related to trust were a good example ofgihoblem.

For example:

€

Do not agree
DO NOt KNOw

or not
DO not KNow

concarnac
or not

Not
limportant

important
concerner

Agree

1.
Two questionnaires will be developed: one for bahkewcomers (they will talk about a

former bank - we have to find a way to develop &sfjonnaire that can fit two
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different situations: relationship termination oddéional bank account opening,
otherwise we will need three questionnaires); and tor loyal customers. Both
guestionnaires will be identical with regards tce thariables measured and the
formulation of question. Additionally, for the nearoers, we will study the reasons

for the choice of bank Y.

Table 5 - Measurement of our different constructs

Constructs Variable Authors Item ex. Comments
Service encounter
Solidarity Trust Dwyer & Oh, | | can count on the account
1987 manager to be sincere
Crisis solidarity Paulin, 1998
Development Paulin, 1998, | The bank is highly interested
Solidarity Schul, 1987 in the welfare of its
customers
Communication Frequency Mohr &
Two-way Nevin, 1990, | How much feedback do you
communication 1996’ provide to this banker abou
their products, market
conditions, etc.
Integrity Similarity Ricard, 1995
Autonomy Dewar & Most of the decisions made
Competency Werbel, 1979 | by the salesmen in this
Turnover branch have to have a
Knowledge of the superior's approval.
customer and of his
situation
Flexibility Formalism Spiro &
Account manager | Weitz, 1998 My account manager is very
adaptative selling sensitive to the needs of hig
Quickness customers
Availability
Planning and
consent
Mutuality
Power
Complaint handling

Other variables

Customer's Affective versus | Ricard (1995) | Age of the relationship,

relational Functional number of service purchased

orientation Long-termversus and two items on the
Short-term importance that the customer

gives to the relationship

Other customer's

characteristics

8 Only two of their four dimensions are retainedehdrhe formalism dimension will be included in frexibility
norm, and the "non coercive influence attempts"estision has not succeeded during the pretest phase.

° We only keep two dimensions: (1) the recognitieat different sales approaches are needed foretiffe
customers; (2) the collection of information toifiéate adaptation.
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Degree of * lack of
constraint alternatives
e specific
investments
» attachment
Bank customer Narver & Only 4 items
orientatiort’ Slater, 1990 (6 in the
original scale)
Prices Burke, 1984
Products Burke, 1984
Bank competitive
environment
Age Age How long have you been with
this bank?
When did you open your
account?
History
Global satisfaction | Cognitive, Dwyer & Oh, | In general, | am pretty
affective and 1987; Llosa, | satisfied with my relationship
conative 1996 with the manufacturer
dimensions Ricard, 1995 | What is the probability that

you continue doing business
with this bank in two years

Service quality

Relationship
quality

Mode of response

* (X) y means that there was originally x itemghie scale and that we have kept only y of them.

9We also measure, as bank characteristics, theéatigpuof the bank, the customer's perceptionsopdlicy, its
proximity and the convenience of its office openimayrs .
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