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ABSTRACT
Supermarkets are a low margin high volume business with low entry barriers and switching
costs. When markets become saturated and customer retention is more important than ever,
many supermarkets launch their own customer loyalty programs aimed at increasing customer
loyalty to the store. The rewards and services that come with loyalty programs bring a
significant cost to supermarkets. However, a small increase in customer loyalty can generate
significant increases in sales turnover that helps to recoup loyalty program investment.

From the literature review, it is posited that customer loyalty programs have a positive and
linear effect on customer satisfaction with the store, and on store loyalty. Furthermore, there is
strong empirical evidence that store satisfaction is antecedent to store loyalty. This study
examines the stance that store satisfaction mediates the relationship between customer loyalty
programs and store loyalty. This study adopts the Bridson, Evans and Hickman (2008)
framework from the literature to investigate the relationship between customer loyalty
programs, customer satisfaction and customer loyalty.

The online questionnaire administration collected 205 responses from individuals aged at least
18 years and living in Hong Kong. The relationship between different constructs are analysed
with SPSS software. The findings reveal that customer loyalty programs indeed have a
positive and linear effect on store satisfaction and store loyalty. Store satisfaction is also
found to mediate the relationship between customer loyalty programs and customers’ store
loyalty. More importantly, this study discovers that there is no difference in store loyalty
between loyalty program members and those who are not loyalty program members. In
addition, this study found that the role of location was a strong predictor of store satisfaction
and price image. The study reveals that customer service and price image are the two most
viii

important factors influencing store loyalty. Thus, practitioners and owners of supermarkets
should consider adjusting their loyalty program designs based on these findings as they strive
to obtain optimum results for their supermarkets.
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CHAPTER 1 – INTRODUCTION

1.1.

INTRODUCTION

This is a cross-sectional quantitative study undertaken within the context of the supermarket
industry in Hong Kong. This study investigates differences in store loyalty between loyalty
program members and those customers who are not loyalty program members. It also
investigates the relationship amongst store loyalty programs, customers’ store satisfaction and
their store loyalty. The research findings may assist practitioners to understand the effect of
customer loyalty programs on store satisfaction and on customers’ store loyalty. Supermarket
managers and owners may then use the findings to review and refine the design of their
loyalty programs in order to maximise their impact on customers’ store satisfaction and store
loyalty.

1.2.

BACKGROUND OF SUPERMARKET INDUSTRY

Hong Kong supermarkets only became accessible to ordinary households in the 1970s despite
being first established in 1945. Unlike in the U.S., which first had supermarkets in 1930 that
were designed to be attractive to ordinary households (Anonymous, 2002), prior to the 1970s,
Hong Kong supermarkets were positioned only as premium stores, targeting high income
households (Mun, 1974). The positioning of Hong Kong supermarkets changed in the 1970s
when supermarkets were appointed authorised resellers of rice (Cheung & Fang, 1994)
resulting in an expanded target market. The positioning change propelled the supermarket
industry into today’s ubiquitous situation.
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Supermarkets are in general a high volume low margin business with low barriers to entry for
new businesses. There are also many alternatives and derivatives such as wet markets,
convenience stores and specialty stores. As a result, price competition to attract customers is
normal. Hence controlling distribution costs, attracting new customers, and maintaining a
loyal base of customers are very important to supermarket businesses.

The current inflation trend with the consumer price index (CPI) increasing by 18% between
2008 and 2012, represents a major threat to the Hong Kong supermarket industry. The
average commercial real estate rental increased by 15% between 2008 and 2012 (Rating and
Valuation Department, n.d.) and the food component of the CPI has increased by 30% for the
same period. There is no sign of a slowdown, due to the low interest rate environment in
Hong Kong, the consequence of pegging the local currency to the U.S. dollar. Higher CPI
reduces households’ purchasing power which in turn directly affects discretionary spending
by customers in supermarkets.

Customer loyalty programs have been used widely in the Hong Kong supermarket industry as
a customer retention tool. Some supermarket loyalty programs also offer access to their online
store, offering online payment and home delivery. The loyalty programs are used to offer
value-added services, merchandise discounts, free gifts through the accumulation of points,
and so on. A one per cent additional discount to customers translates into a one per cent
reduction in profit margin for supermarkets. However supermarkets expect to recoup their
losses through increased customer lifetime value as a result of increased store loyalty.

2

1.3.

PRIOR RESEARCH OF CUSTOMER LOYALTY PROGRAMS, STORE
SATISFACTION AND STORE LOYALTY

Loyalty program design in retailing is a cross-disciplinary area that draws on literature from
marketing, retailing, psychology, relationship management and strategic management. The
aim of a loyalty program is to retain existing customers and to stimulate more transactions. It
could also act as a tool for the firm’s customer relationship management strategy that shares
the same aims, such as ensuring better customer satisfaction and increasing customer
purchases.

The relationship management literature defines loyalty as driven by affective commitment and
calculative commitment (Bendapudi & Berry, 1997; Fullerton, 2003; Garbarino & Johnson,
1999; Morgan & Hunt, 1994). Affective commitment is created through interaction,
reciprocity and trust. Calculative commitment on the other hand is created through switching
costs that include loss of privilege of the loyalty program, recreating trust with a new vendor
and inconvenience caused by the switch. Customer satisfaction is linked to affective
commitment while a loyalty program can be linked to both affective and calculative
commitment.

Customer satisfaction has a great influence on customer loyalty (Fornell et al., 1996; Mittal &
Kamakura, 2001). Customer satisfaction affects customer loyalty to the store as it often
influences the behaviour and decision making of the customers when it comes to repurchasing
products and services from the same store (Lee, Hsiao & Yang, 2010). Customer satisfaction
also mediates products, service quality and price (Bolton, 1998; Fornell et al., 1996; Lemon &
Lemon, 1999). If a customer is unable to find the product they are looking for, encounter bad
checkout service, or find the price of the product is relatively more expensive than the
3

competition, then the customer expectation is not met, affecting their satisfaction with the
store.

1.3.1. Customer Loyalty Program

In order to remain competitive in a saturated market place, many supermarkets adopt loyalty
programs as a means of retaining existing customers. Customer lifetime value is measured by
how changes in customer behaviour can affect the firm’s future profit (Zhang, Dixit &
Friedmann, 2010). Loyal customers provide better lifetime value to the firm through increased
purchases, lowered transaction costs and increased profit margins (Reichheld & Sasser, 1990;
Reichheld & Tael, 1996). Some successful examples include Tesco’s loyalty programs in the
U.K. that had over 14 million members who contributed to Tesco’s profitable growth for 12
years, from 1996 to 2008. The Tesco loyalty program provided a database of customer
purchase history for data mining and target marketing actions. The CEO of Harrah’s
entertainment in the U.S., Gary Loveman, linked its 16 consecutive years profitable growth to
its loyalty program (Loveman, 2003; Carrolo & Lal, 2004).

However Reinartz and Kumar (2000) suggest that many loyalty programs in the U.S. were not
effective in growing loyal customers, changing their purchase behaviour or improving the
firm’s profitability. Meyer-Waarden and Benavent (2009) share similar findings in their
empirical research of the effectiveness of grocery loyalty programs in France. Other
researchers found only small changes in buying behaviour after customers joined loyalty
programs (Benavent, Crié & Meyer-Waarden, 2000; Leenheer et al., 2007; Magi, 2003;
Meyer-Waarden, 2002, 2007; Sharp & Sharp, 1997).

There is no conclusive empirical evidence about the value of customer loyalty programs. For
example, Benavent, Crié and Meyer-Waarden (2000) find that loyalty cards do not change
4

customer purchase behaviour, and question the return on investment for such programs;
Reinartz and Kumar (2000) and Meyer-Waarden (2007) provide mixed support for the effect
of loyalty programs on customer retention. Leenheer et al. (2007) highlight that customers
become a loyalty program member when they are loyal to the store; and Liu (2007) observes
that the purchase size does not change for a customer who is already buying heavily.

1.3.2. Store Satisfaction and Store Loyalty

Customer satisfaction has been claimed to exert influence on customer loyalty to a firm
(Fornell et al., 1996; Mittal & Kamakura, 2001). Johnson and Fornell (1991) define customer
satisfaction as the customer’s overall evaluation of the firm’s offerings and performance to
date. The overall evaluation is arrived at over time and continuously changes as new offering
experiences come into the evaluation. Customer satisfaction also consists of a significant
affective component that is created through repeated patronising of the same vendor for its
products and services offering (Oliver, 1999). The affective component is the customer’s
affective responses to the service or product consumption experience (Dube & Menon, 2000).

Store loyalty is the customer’s biased behavioural response expressed over time by a
psychological decision-making process that selects the target store from amongst all stores
that come to the customer’s mind. The resultant effect is known as brand commitment
(Bloemer & de Ruyter, 1998). Store loyalty is a significant predictor of customer lifetime
value (CLV). Zhang et al. (2010) studied customer loyalty and the lifetime value of personal
care products, finding that the difference in CLV between loyal and non-loyal customers is
more than ten times in an infinite time horizon. Generally, there are three main approaches to
customer loyalty research, namely, behavioural, attitudinal, and the combination of both
(Jacoby & Chestnut, 1978; Morais, 2000; Rundle-Thiele, 2005).
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A positive effect of overall customer satisfaction is found in the period of the relationship for
mobile phone services customers (Bolton, 1998), and it is noticed that the customer’s good
experience of telecommunication service usage has an overall positive effect on loyalty
(Bolton & Lemon, 1999). Mittal and Kamakura (2001) did a large scale study of automotive
industry consumers, and found a strong, albeit non-linear, effect of customer satisfaction on
repurchase behaviour. On the basis of these researches, it is expected that customer
satisfaction has a significant influence on customer loyalty and retention.

Although the causal relationship between customer satisfaction and customer loyalty have
been researched and empirically shown several times (Bloemer & de Ruyter, 1998; Bloemer
& Kasper, 1995; Bloemer & Lemmink, 1992; Bolton, 1998; Bolton & Lemon, 1999; Mittal &
Kamakura, 2001), it is not without disagreement. Lee (2003) suggests that customer
satisfaction has no direct effect on attitudinal and behavioural loyalty but does affect conative
loyalty. Petrick (1999) even suggests that customer loyalty is the antecedent of customer
satisfaction, but Lee, Graefe and Burns (2004) were unable to support the proposition with
empirical evidence. Different circumstantial conditions can vary the effect of satisfaction on
loyalty (Anderson & Srinivasan, 2003), and the industry competitive structure also plays a
significant role in the relationship between satisfaction and loyalty (Jones & Sasser, 1995).
For example, in a monopolised industry, the customers have no alternative hence satisfaction
with the firm is irrelevant to loyalty to the firm. In a competitive industry where customers
have many choices, the customer can abandon one firm for another if they are not satisfied
with the former firm.

1.4.

RESEARCH GAP, OBJECTIVES AND SIGNIFICANCE

The following sub-sections discuss the research gap, objectives and significance respectively.
6

1.4.1. Research Gap

Within the literature review, there is opposing evidence regarding the value of customer
loyalty programs, and relationships between customer satisfaction and customer loyalty. Most
importantly, different studies had been undertaken in different industry and geographical
contexts, though they could not be generalised to other industry contexts. Thus there is a gap
where the effect of customer loyalty programs on store satisfaction and store loyalty, and the
store satisfaction effect on store loyalty, are not known in the context of the Hong Kong
supermarket industry.

1.4.2. Research Objectives

The research objective is to fill the gap in the literature identified, focusing on the effect of the
customer loyalty program on both store satisfaction and store loyalty, and identifying any
causal relationship between store satisfaction and store loyalty within the context of the
supermarket industry in Hong Kong. This study investigates the value of customer loyalty
programs, and relationships between store satisfaction and store loyalty within a competitive
industry where customers can readily switch amongst competing supermarkets.

1.4.3. Research Significance

This study contributes to the literature by extending the original framework of Bridson, Evans
and Hickman (2008). This study identifies the role of location on store satisfaction and the
price image dimension within the store satisfaction construct, both missing from Bridson,
Evans and Hickman’s (2008) original framework. Customer loyalty program effects on store
satisfaction and store loyalty are investigated down to the micro-levels that formed the
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constructs. This study also provides support for the causal relationship between store
satisfaction and store loyalty in highly competitive and overcrowded markets.

For practitioners, this study investigates the difference in store loyalty between loyalty
program members and non-loyalty program members. The results illustrate to practitioners
whether loyalty programs would be expected to make an impact on store loyalty. The detail of
the investigation can also help practitioners to better design their loyalty programs to target
specific factors in store satisfaction and store loyalty so that unnecessary investment can be
avoided.

1.5.

RESEARCH MODEL

The Bridson et al. (2008) framework model is found to fit the purpose of this study where the
customer loyalty programs, store satisfaction and store loyalty are conceptualised. The model
is adopted for this study and presented in Figure 1.1.

Figure 1.1: Bridson et al. (2008) Framework
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1.6.

RESEARCH METHODOLOGY

The research objectives and resource limitations were understood before designing this crosssectional research. The research design is briefly discussed in the following subsections.
Ethical issues related to the study are highlighted in Section 1.6.5.

1.6.1. Sampling

This study’s target population is everyone aged at least 18 years, living in Hong Kong and
utilising a supermarket. The total population size is almost seven million people. Due to time
and resource limitations, a snowball sampling method is adopted for this study. Invitations to
participate in the research were sent to the researcher’s several different social networks,
providing the opportunity for participants to invite members of their own social networks to
participate. Although it is impossible to know the precise extent of the population from which
it is drawn, it helps to remove the bias that could arise in typical convenience sampling. This
study received 205 responses across a range of demographics

1.6.2. Data Collection

The realism scientific paradigm (Hunt, 2002) guides the quantitative methodology in this
present study. The constructs employed in this study use mainly latent variables, hence it was
deemed best to use self-administered online questionnaires to measure individual behaviours
and beliefs compared with other methods such as face to face and telephone interview survey
methods (Neuman, 1997; Rundle-Thiele, 2005). Moreover, self-administered online
questionnaires have a low level of intrusiveness and are comparatively low cost and time
saving.
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An invitation was first published on the researcher’s Internet social networks followed by an
email to invite potential participants. When the participant completed the online questionnaire,
he or she was given the option to invite friends and associates to participate. The invitations
were open to any member of the general public who grocery shop in a supermarket, were aged
at least 18 years and resided in Hong Kong. This study targeted a minimum 200 respondents
and received 205 completed questionnaires during the data collection period.

1.6.3. Survey Instrument

The questionnaire used in this present study is adapted from Bridson et al. (2008) and
translated into the Chinese language so that the respondents could opt for the language with
which they felt most comfortable when answering the questionnaire. The questionnaire uses
semantic differential scales in measuring loyalty program and store satisfaction items, and
Likert scales for store loyalty’s items. Moreover, the questionnaire uses multiple items to
measure a single construct and the combination of relevant constructs formed aggregate
constructs such as loyalty programs, store satisfaction and store loyalty.

1.6.4. Data Analysis

The primary quantitative analysis tool for this present study was SPSS software. After
collecting all the necessary research data from the samples, several preliminary actions were
undertaken to prepare the data. These included coding and editing the questionnaire
responses; handling any data omissions; transforming data; creating a data file; getting a feel
for the data; and testing the goodness of fit of the data.

Frequency tables, bar charts and histograms were used to portray the data. Frequencies of
occurrence were used to describe ordinal and nominal data such as demographics, weekly
10

shopping frequency, average basket per shopping trip, focal supermarket and loyalty program
subscriptions. Bar charts and histograms were used to present information in a visual way to
help readers comprehend the data. The measures of data dispersion and central tendency can
also be easily observed in the histogram.

Several statistical methods were used to ensure data validity and run analyses. In testing the
goodness of fit of the data, Cronbach’s alpha test was used on the scales to ensure a minimum
score of 0.7 for the scale to be considered reliable. Principal components analysis was used to
confirm the existence of the theorised dimensions. ANOVA was used to compare the mean
within the different groups of respondents. Lastly, independent sample t-tests were used to
measure the store loyalty means between loyalty program members and non-loyalty program
members.

1.6.5. Ethical Implications

Under the university’s guidelines for research involving humans, the approval of the
University of Newcastle’s Human Research Ethics Committee was required and obtained for
this research. The approval indicated that all guidelines related to the university ethics and
standards, had been met. In order to address the issues of anonymity, privacy and voluntarism
and participant’s rights, a participation information sheet containing all the information was
presented to the participant before the start of the questionnaire. Participants could at any time
before completing the questionnaire opt to quit and no data was collected from the participant
in that event.

Participants did not obtain any direct benefits from participation in the research. Their
participation was on a voluntary basis with no reward offered or given. However participants
may gain indirect benefits in the future if the supermarkets adopt the results of the research,
11

and reinforce where necessary the contributing factors that affect store loyalty. The indirect
benefit to the supermarket operators is potentially: better resources management, and better
return on investment after adopting the result of this study; and to the supermarket shoppers,
an improved level of service quality that leads to higher store satisfaction.

1.7.

STRUCTURE OF THE THESIS

This present study was implemented in five stages, and sequentially presented in each of five
chapters within this thesis. The detail of each chapter is as follows.

Chapter 1 introduces the research topic background and provides a summary of gaps in the
literature review, the research question, research methodology, significance and contribution
of the research, and the structure of the thesis. Chapter 1 is essentially an outline of the
research work.

Chapter 2 reviews the literature drawn from several academic sources for a comprehensive
understanding of customer loyalty programs, store satisfaction, and how both affect store
loyalty. This chapter identifies the gaps in the literature and forms four hypotheses for this
study to validate or deny.

Chapter 3 reviews several research methodologies before selecting the best method to fit the
research problem and contexts. This chapter details a research plan that consists of the
sampling method, quantitative online questionnaire, and data collection administration.

Chapter 4 analyses the collected data and examines the findings from the data analysis. The
demographic characteristics of the respondents are described. The collected data is
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statistically analysed by the SPSS software with an ensuing interpretation. Variable
significance is presented and hypotheses are tested.

Chapter 5 is a discussion and conclusion of the relationship amongst the customer loyalty
program, store satisfaction and store loyalty. The discussion re-examines the previously
reviewed literature and hypotheses. The research significance and limitations are also
presented in detail in this chapter. The chapter concludes by suggesting future research
avenues related to this research.
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CHAPTER 2 – LITERATURE REVIEW

2.1.

INTRODUCTION

An effective discussion of customer loyalty programs in the supermarket industry requires an
understanding of the nature and history of supermarkets as well as customer satisfaction and
loyalty. This chapter begins with a brief introduction into the supermarket industry and its
history followed with a critical review of customer loyalty, customer satisfaction and
customer loyalty program literature. Their relationship with each other is also critically
examined before proposing four hypotheses. This chapter concludes with a presentation of the
Bridson et al. (2008) model as a framework with which to test hypotheses of relationships
amongst the constructs.

2.2.

SUPERMARKET INDUSTRY

Prior to the existence of grocery stores, consumers purchased their everyday food needs
mainly from a variety of specialty stores. Bread was bought from a baker, meat from a
butcher, fish from a fishmonger and vegetables from a greengrocer vegetable stand. The
following sub-sections, detail the history of the supermarket industry, change drivers,
positioning, and threats and opportunities.

2.2.1. Supermarkets History

There is no formal documentation of when and where the first grocery store was opened in the
world, but the Great Atlantic and Pacific Tea Company (A&P) of the U.S. is said to be the
first grocery chain stores’ operator, starting its ‘economy’ store model in 1912 (Levinson,
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2011). However the self-service store patent in the U.S was granted in 1917 to Clarence
Saunders (United States Patent Office, 1917) who operated Piggly-Wiggly (Piggly-Wiggly,
n.d.).

The supermarket was arguably not born until 1930 when Michael Cullen opened King Kullen
(Anonymous, 2002). King Kullen’s store was five to ten times larger than a typical grocery
chain store at that time. What made King Kullen arguably the original supermarket was its
business model that focused on a lower price, promotion and advertising. Cullen’s plan was to
balance lower profit margins with higher volume and his idea became the fundamental
business model of all supermarkets today. The number of supermarkets in the U.S grew from
386 stores in 1935 to 26,640 stores in 1982 while the number of the grocery chain stores
shrank from 400,000 stores to 162,000 stores for the same period (Ellickson, 2011).
Supermarkets were also recording between 10 to 20 times more sales turnover than grocery
chain stores.

There is no formal documentation about when the first supermarket was established in Hong
Kong, but it is generally believed that the pioneer was Wellcome, founded in 1945 by Wu
Chung-Wai, Lau Lim and Ko Yin-Yu (Wellcome, n.d.). Wellcome opened its first store in
Central, Hong Kong. The store offered home delivery service, and its specialty was imported
products such as beverages, canned food, biscuits and wines.

In the 1950s, most Hong Kong supermarkets positioned themselves as premium stores and
targeted high-income households (Mun, 1974). The relatively small number of high-income
households limited the growth of the supermarkets. The Hong Kong supermarket industry
only started to grow in the 1970s when the supermarkets repositioned themselves to target the
ordinary households.
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2.2.2. Change Drivers in the Supermarket Industry

U.S. market saturation and recession in the 1970s prompted supermarket operators to venture
into a new format or simply returning to the original supermarket format with a touch of
modernity (Ellickson, 2011). This new format was coined discount or warehouse store. These
stores sold at a discount relative to supermarket prices but with reduced service and located
farther away from town.

In the 1980s, most stores in the U.S. were either repositioned for upscale or the discount
market segment (Ellickson, 2011). The middle market segment started to fade away slowly
until the 1990s with the re-emergence of large supermarkets that provided conventional
supermarket services and products at a discount. Walmart and Kmart are amongst the
pioneers of this initiative in U.S.

Unlike in the U.S., the Hong Kong supermarket industry started entering its rapid growth era
only in the 1970s after the supermarkets had repositioned themselves as self-service stores
targeting the ordinary households. They were no longer a niche store especially after their
appointment as authorised rice resellers (Cheung & Fang, 1994). By 1984, two market leaders
had emerged, Wellcome and Park n Shop. The price war between the two market leaders
forced many small-scale supermarkets out of business. The market started to become
saturated in 1985.

In saturated markets, distribution cost management becomes crucial to sustaining a
continuous price war between large chain stores. Inventory management was part of the key,
and with the introduction of barcodes coupled with advancements in information technology
in the 1990s, it opened a range of other possibilities such as just-in-time inventory
management, out of stock avoidance, and better management of seasonal products.
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Barcodes and registers with barcode scanners became the norm in the 1990s in the U.S., and
later in Hong Kong. This new technology meant that supermarkets could manage more
products with less manpower. Supermarkets’ ability to know what they have sold also means
the shifting of bargaining power in their favour when dealing with manufacturers or
distributors (Messigner & Narasimhan, 1995).

2.2.3. Positioning of Supermarkets

The total Hong Kong food market value in 2011 was HKD79,299 million of which 57.6%
was captured by supermarkets, including those operating from departmental stores (HK
Census & Statistical Department, 2012). There is still a considerably large market share of
15% held by wet market grocers (HK Census and Statistic Department, 2012b) most probably
because of the food freshness and prices of the meat and vegetables.

While different supermarket operators may segment the market differently, the market could
generally be segmented into two segments: the lower to middle income, and the middle to
higher income, households. The lower segment or mass market is the common household
supermarket that sells mainly national brands and private label products. The supermarkets
positioned for the upper segment have more premium products including imported goods in
their assortment.

Price competition in the supermarkets positioned for the mass market is fierce and usually
compensates lower profit margins with higher volumes as part of the operating model, while
the supermarkets positioned for the upper segment focus more on quality product assortments
and services. Unlike the mass-market supermarkets, premium supermarkets do not actively
engage in price competition. The three most popular supermarket chains operating in the
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mass-market are Park n Shop, Wellcome and Vanguard. Premium supermarket examples are
City Supers, Three Sixty and Market Place.

The premium supermarkets’ operating margins are better but with a lower sales volume
compared to that of the mass-market supermarkets. Premium supermarkets are usually located
in the central business districts and expensive neighbourhoods where customers do not mind
paying more for better quality and services. The targeted customer segments are generally
different, which is the reason why Park n Shop and Wellcome operate premium supermarkets
under different banners.

2.2.4. Threats and Opportunities for Supermarkets

Amazon is the world’s largest online retailer and the fact that its sales have been growing
exponentially since its inception suggests that a shopping paradigm shift is taking place. Such
a paradigm shift had been completed in the U.S. video industry with the Blockbuster video
chain stores going out of business while Netflix, an online video streaming service provider,
prospered at the expense of Blockbuster (Siegler, April 6th, 2011).

The recent boom in smart phones, and increases in broadband Internet penetration, have
reinforced Internet trading channels and accelerated the paradigm shift. In the recent
MasterCard (April 12th, 2012) worldwide online shopping survey, 58% of the Hong Kong
respondents shopped online and three quarters of the respondents planned to purchase online
in the next six months. The survey also revealed an increasing use of mobile phones for online
purchases with 25% of mobile phone respondents with Internet access having made a
purchase via their phone in the last three months. However music, event tickets and travel
dominated the Internet purchases, but it will not be long before Internet purchases become the
norm in all product categories.
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In anticipating this shopping behaviour change, both Wellcome and Park n Shop have started
to offer online sales channels with home delivery on top of their brick and mortar stores.
Unlike their global peer, cross channel activities such as ordering online but picking up and
paying at the store, are not yet supported. Furthermore, their online sales channels are geared
more for creating convenience rather than a cheaper price.

Culturally, freshness is very important to Hong Kong consumers and the reason why wet
markets remain the preferred choice when it comes to fresh and live products. On the other
hand, supermarkets are very strong in the chilled and processed food areas because of their
ability to offer a wide variety and category under the same roof. Finding an effective way to
replicate the freshness perceive by consumers in the wet markets into supermarkets could
further change the market structure.

Rental is a substantial fixed cost for Hong Kong supermarkets and it has been increasing
steadily over the years. Retail space rental increased on average by nearly 15% between 2008
(before the global financial tsunami) and 2012 (Rating and Valuation Department, n.d.). The
continued low interest rate environment stimulates real estate investment thus putting upward
pressure on the rental. Reducing the brick and mortar stores footprint and replacing some of it
with online sales channels could be a way to control the rental fixed cost.

The Hong Kong composite consumer price index (CPI) has increased by 18% from 2005 to
2011, but the food component of the CPI has increased by 30% for the same period (HK
Census & Statistical Department, 2012a). This suggests food products have become more
expensive, and some customers for whom household income could not match inflation would
have switched to another brand or lower price alternative. Such switching presents an
opportunity for retailers to offer store brands to customers who could not afford the higher
19

price national brands. Store brand loyalty is likely to affect customer loyalty to the store
where the store brand is sold and hence result in increased profitability (Ailawadi, 2001).

2.2.5. Summary

The supermarket business model is based on low margins and high volumes hence controlling
distribution cost, attracting new customers and maintaining a loyal base of customers, are all
equally important. Threats from online Internet sales channels are real but at the same time
present an opportunity for supermarket operators to expand online leveraging for their
existing supply chain infrastructure. Supermarkets’ online presence could also provide an
opportunity for operators to review their brick and mortar store foot-print to control their
fixed cost.

The loyalty programs are logical not only to drive repeat business to the physical stores but
also to create traffic in the online stores. An attractive loyalty program may also attract new
customers to the stores, and it can be used to promote store brands. However, there have been
mixed results regarding the effectiveness of loyalty programs. It is important to study the
effect of loyalty programs on store satisfaction and store loyalty in the context of the Hong
Kong supermarket industry because loyalty programs increase distribution cost. The next
sections review the literature of each of the constructs (customer loyalty programs, store
satisfaction and store loyalty) in detail in order to understand the relationships.

2.3.

STORE LOYALTY (CUSTOMER LOYALTY TO STORE)

The saturated market wherein supermarkets are operating offer plenty of shopping options,
and it means customers are never out of choice for their everyday needs. Supermarkets are
known for their low customer switching costs because the goods that customers can purchase
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are not exclusively available to one supermarket banner. Most supermarkets try to create
differentiation by product assortment, shopping experience and price.

Maintaining a loyal customer base is as important as attracting new customers and it is even
more so in a saturated market environment. A loyal customer base helps to ensure a steady
stream of revenue and new customers help to increase revenue. Supermarkets have always
attempted to promote store loyalty amongst their customers by being competitive in their
offering.

It has been perceived that loyal customers are less susceptible than casual customers to switch
to another provider. Past research has suggested that five per cent of existing customers
continue to be loyal to the firm, translating into an incremental 75% in lifetime profits for a
typical retailer (Huddleston, Whipple & Van Auken, 2004). This means that servicing the
loyal customer base costs less to the retailer than attracting new customers (Reichheld, 1996).
Loyal customers also create a positive word of mouth for the retailer (Gremler & Brown,
1999) and enhance the retailer reputation as well as attracting new customers at virtually no
cost.

2.3.1. Concepts of Customer Loyalty

Store loyalty is a biased behavioural response by customers, expressed over time through a
psychological decision-making process that identifies the target store from a list of stores in
the customer’s mind, resulting in a brand's commitment (Bloemer & de Ruyter, 1998). There
are several other loyalty definitions, including the following:
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a deeply held commitment to rebuy or repatronize a preferred product or service
consistently in the future, despite situational influences and marketing efforts having
the potential to cause switching behaviour (Oliver, 1997, p. 392).

a customer commitment to continue patronizing a specific firm over an extended
period of time (Lovelock & Wirtz, 2007, p. 629).

All the different definitions suggest store loyalty is the customer dedication that results from
the customer preference. A loyal customer has a strong intention to revisit the same firm, and
this commitment is theoretically undeterred either by other offerings from a similar firm, or
inconvenience to the customer. However, customer loyalty does not equate to customer
retention although many have used the terms interchangeably. Customer loyalty is related to
repurchase intention while customer retention is the factual number of actual customers
retained by the firm.

Most researchers credited Copeland (1923) with creating the customer loyalty concept
(Rundle-Thile, 2005), but the term brand loyalty was actually coined much later (Brown,
1952; Guest, 1944). Copeland (1923) categorised customers’ brand attitudes into recognition,
preference and insistence. He maintained that brand preference and insistence were benefits of
branding convenience goods.

Amongst the marketing literature, there are three major approaches to the customer loyalty
construct (Jacoby & Chestnut, 1978; Morais, 2000; Rundle-Thiele, 2005). These approaches
are the behavioural, attitudinal and a combination of both.

The loyalty construct was originally defined in behavioural terms where the customer
repurchase behaviour was perceived as an external expression of loyalty that was directly
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linked to sales (Jacoby & Chestnut, 1978). The behavioural loyalty concept was coined in the
1950s (Cunningham, 1956) based on a stochastic view of customer behaviour (Rundle-Thile,
2005). Based on the stochastic view, the customer behaviour and the market structure are
random in nature rather than rational (Bass, 1974; Hoyer, 1984), and the customer behaviour
is the complete statement of brand loyalty (Tucker, 1964, p. 32). The major drawback of the
behavioural approach is that it ignores the significance of the customer’s purchase decisionmaking process that precedes the loyalty (Back, 2001).

While the behavioural loyalty suggests that customers cannot be influenced systematically,
behaviour is a consequence of marketing programs on customers’ attitudes toward, and
perceptions of, the firm (Rundle-Thiele, 2005). This deterministic view suggests that it is
important to understand the loyalty phenomenon from an attitudinal perspective. Guest (1944)
was arguably the inventor of the attitudinal loyalty concept. His measure of using one
preference question asking participants their best choice amongst several brand names had
been adopted by other researchers that expanded the loyalty concept to preferences and
purchase intentions (Jacoby & Chestnut, 1978). Cognitive loyalty (Jarvis & Wilcox, 1976)
and intentional loyalty (Jain, Pinson & Malhotra, 1987) are an extension to attitudinal loyalty
to capture the different psychological process components. The major drawback of the
attitudinal loyalty concept is that it cannot predict purchasing behaviour (Morais, 2000).

This started to change when more and more marketers were convinced that customers’
behaviour alone does not entirely explain customer loyalty to the firm (Oliver, 1997). The
paradigm of loyalty started to shift to a two dimensional construct of behavioural and
attitudinal components as described in the seminal article of Day (1969). Day (1969) suggests
that genuine loyalty is the persistent purchase behaviour derived from positive attitudes
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toward a brand. He measures loyalty with a two dimensional of behavioural and attitudinal
concept and proposes a loyalty composite index.

Loyalty composite index = Proportion of brand purchase / Loyal attitude

Lutz and Winn (1974), who proposed a similar model, suggest that the behavioural together
with the attitudinal, produces more explanatory power when compared to each component
viewed in isolation. Jacoby and Chestnut (1978) built on Day’s (1969) model, suggesting that
the brand loyalty measurement can only be effective by examining the beliefs, affection and
intention of the customers. Their work has significantly influenced the later research in
customer loyalty (Knox & Walker, 2001). Several other researchers who operationalized
loyalty using the composite approach include Selin et al. (1988), Backman and Crompton
(1991b), Dick and Basu (1994), Pritchard, Havitz and Howard (1999), Shoemaker (1999),
Morais, Dorsch and Backman (2004) and Petrick (2004).

Backman and Crompton (1991b) suggest psychological attachment and behavioural
consistency as two loyalty dimensions in the leisure and tourism industry. In their research
into tennis players’ activity loyalty, it was found that the ‘attitudinal, behavioural, and
composite loyalty capture the loyalty phenomenon differently’ (Backman & Crompton, 1991b,
p. 217).

In other research, Backman and Crompton (1991a) further suggest a classification of loyalty
into four different categories through an intercept between the attitude dimension and
behaviour dimension (see Figure 2.1). The four categories of loyalty are: low loyalty, latent
loyalty, spurious loyalty and high loyalty. Later researches in tourism and leisure industry
support the operationalization (Backman & Veldkamp, 1995; Heiens & Pleshko, 1996).
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Figure 2.1: Backman and Crompton (1991a) – Four Loyalty Categories

Dick and Basu (1994) reinforced this two-dimensional construct with their conceptual
framework that measures loyalty based on what they term relative attitude (attitudinal
dimension) and repeat patronage (behavioural dimension). Like Backman and Crompton’s
(1991a) concept, Dick and Basu (1994) also proposed four categories of loyalty but named
them differently (see Figure 2.2). What Backman and Crompton (1991a) called ‘low loyalty’
and ‘high loyalty’ are labelled ‘loyalty’ and ‘no loyalty’ in Dick and Basu (1994). The labels
of the other two categories of loyalty, ‘spurious loyalty’ and ‘latent loyalty’ are retained in
both models.

Figure 2.2: Dick and Basu (1994) – Four Loyalty Categories
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Past researches (Bloemer & de Ruyter, 1998; de Wulf & Odekerken-Schroder, 2003) have
used these two dimensional models to measure customer loyalty to a store by substituting the
attitudinal dimension as commitment, and the behavioural dimension as repeat purchase and
positive word of mouth. This approach enables a more holistic view of customer loyalty that
takes into consideration the construct’s two-dimensional definitions, rather than viewing the
individual component in isolation of the others.

While having four categories of loyalty, such as those in the Backman and Crompton (1991a)
and Dick and Basu (1994) models, simplify the complexity, they also reduce the construct’s
richness as loyal behaviour could also be affected by convenience, habit and enjoyment
(McGoldrick & Andre, 1997). For example, the factors that cause less loyal behaviour, such
as economic reasons and the exploration of another firm’s offering, are not explained by the
model.

Furthermore, in a monopolistic and oligopolistic market, all customers are loyal customers,
not because they have a high relative attitude but because they have no alternative. In such
cases, a customer can have a negative perception toward a brand but still remain a loyal
customer (Bolton, Kannan & Bramlett, 2000). Marketers who do not understand the
constraints of the dimensions may be:

1)

measuring the wrong things in their attempts to identify loyal customers;

2)

unable to link customer loyalty to firm performance measures;

3)

rewarding the wrong customer behaviours or attitudes when designing loyalty
programs.
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(Jones & Taylor, 2007).

Contrasting the two dimensional models, Oliver (1997, p. 392) suggests an approach that
covers behavioural and attitudinal components and at the same time recognises external
influences. He proposes that loyalty occurs in four stages starting with cognitive loyalty
followed by affective loyalty, then the conative loyalty and finally the action loyalty.

Sivadas and Baker-Prewitt (2000) empirically examined the relative attitude construct of Dick
and Basu (1994) and Oliver’s (1997) cognitive-affective-conative-action loyalty model. They
found that relative attitude put forward by Dick and Basu (1994) is influenced by both service
quality and satisfaction that in turn influences the chances of recommendations to associates.
They also found support for Oliver’s (1997) model that help to explain the relationship
between service quality, customer satisfaction and store loyalty. In fact the multidimensional
construct of loyalty could be traced back to Dick and Basu’s (1994) model. Although the
model holds a composite view of loyalty, the antecedents to relative attitude had been
discussed in their loyalty framework.

Gustafsson, Johnson and Ross (2005), suggest that there are two different natures of customer
loyalty that could be labelled affective commitment and calculative commitment. Affective
commitment is a psychological state that a customer develops throughout the course of
involvement with the firm, resulting in a higher level of trust and commitment (Garbarino &
Johnson, 1999; Morgan & Hunt, 1994). Calculative commitment is rational in nature and
comes from the economic benefits perspective that the firm could offer (Anderson & Weitz,
1992; Dwyer, Schurr & Oh, 1987; Heide & John, 1992). Factors that affect the customers’
affective and calculative commitment will affect their loyalty to the store.
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Customer loyalty could be directed towards the firm (Yi & Jeon, 2003), distributor (Verhoef,
Langerak & Donkers, 2007), employees (Beatty et al., 1996), or the loyalty program
(Dowling & Uncles, 1997). Customer loyalty to the firm, distributors and employees is
psychological in nature where customers have a strong affective commitment to the
relationship with the firm, distributor or employee. In contrast, customers loyal to the loyalty
programs are more economic in nature where customers continue to patronise the firm
because of the additional economic benefits rather than the affection toward the firm.

2.3.2. Impacts of Customer Loyalty on Profitability

Several studies have reported that firms competing in a competitive market reckon that their
existing customer base is their most valuable asset (Athanassopoulos, 2000; Heskett, Sasser &
Schlesinger, 1997; Jones, Mothersbaugh & Beatty, 2000; Woodruff, 1997). That a firm is
valued on its customer base in a merger and acquisition transaction, reinforces the importance
of customer retention.

There are also studies that reveal long-term customer relationships being preferable because it
is believed that they will generate more profit for the firms (Buchanan & Gilles, 1990; Fornell,
1992; Reichheld & Sasser, 1990). It is estimated that it costs a firm approximately six times
more to attract a new customer than to maintain an existing customer (Anonymous, 1997)
which is consistent with the Fornell and Wernerfelt (1987) finding, that the cost of customer
retention is significantly less than customer acquisition. Higher customer retention could
generate increased sales, a higher tolerance for price increases, free word of mouth reference
and lower average cost per transaction (Reichheld & Schefter, 2000).

The underlining assumption that a loyal customer is more profitable because of the lower cost
engaged in serving an existing customer compared to a new customer, is arguable (Dowling &
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Uncles, 1997). A long-term customer expects more value or services than short-term
customers when dealing with the firm, otherwise there is no reason to increase spending or
even to maintain the relationship with the firm (Mohs, 1999). Conversely, a new customer has
little expectation about value-added services and most keep the transaction at arm’s length
until there is a reason to build a relationship with the firm. For example, although in a
different industry, a case study in the U.S. concerning AT&T suggests that there is no
significant difference in customer purchases between long-term and short-term customers
(Reinartz & Kumar, 2000).

In addressing the argument of the relationship between customer loyalty and profitability,
Zhang, Dixit & Friedmann (2010) examine the financial effect of customer loyalty using the
customer lifetime value (CLV) framework with panel data from the consumer packaged
goods category. It is found that customer loyalty is a significant predictor of CLV and the
difference in CLV between a loyal and a non-loyal customer is a factor of ten or more. The
findings of Evanschitzky et al. (2012) are slightly different and suggest that while customer
loyalty affects the choice of store positively, the customer loyalty program affects buying
behaviour positively.

2.4.

STORE SATISFACTION (CUSTOMER SATISFACTION WITH STORE)

Marketing academics emphasise customer satisfaction’s influence on firm loyalty (Fornell et
al., 1996; Mittal & Kamakura, 2001). Customer satisfaction with a store affects the customer
loyalty intention significantly across many industries including retail and supermarkets.
Customer satisfaction can also be implied as a sensory response to a moment based on
accumulated experience with the firm. Therefore, customer satisfaction often influences the
behaviour or decision making of customers when repurchasing products and services from the
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firm (Lee et al., 2010). Customer satisfaction is also found to mediate the products and service
quality, and the price (Bolton, 1998; Fornell et al., 1996; Lemon & Lemon, 1999).

Extensive literature suggests that customer satisfaction is positively correlated to trust (Singh
& Sirdeshmukh, 2000; Bauer, Grether & Leach, 2002). Satisfaction cultivates trust (Ganesan,
1994) and the customer trust level toward the firm increases when the satisfaction increases
(Flavian, Guinaliu & Gurrea, 2006). A retailer in a competitive market normally cannot create
store loyalty without having some degree of customer satisfaction (Seymour & Rifkin, 1998).
Extensive empirical research has suggested that satisfaction is a product of marketing actions
and links to the customer decision-making processes as well as loyalty behaviour such as
purchase intention, repeat purchase and word-of-mouth (Cronin & Taylor, 1992).

2.4.1. Concepts of Customer Satisfaction (Store Satisfaction)

The definition of customer satisfaction is the general performance evaluation of the firm’s
offering performance from the perspective of the customers (Johnson & Fornell, 1991).
Customer satisfaction is the result of a measurement taken over time and it continuously
changes with every new transaction with the firm. It also affects the customer affection
toward the firm (Oliver, 1999) that could influence the behaviour of the customers such as
repurchase intention and word of mouth (Boulding et al., 1993).

A customer’s satisfaction with a store can be defined as ‘a post-experience, subjective
evaluation of the extent to which the store answer or even exceeds the customer’s
expectation’ (Demoulin & Zidda, 2008, p. 387). Thus, store satisfaction is the outcome of a
comparison between the expected and perceived offering performance of the store. Several
researchers (Macintosch & Lockshin, 1997; Sivadas & Baker-Prewitt, 2000; Szymanski &
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Henard, 2001) have found store satisfaction to be the main driver of repurchase intention and
store loyalty.

Oliver (1980) suggests that when the customers are satisfied with the services rendered, the
customers confirm that their perception of the service exceeds the expectation they held
before the service delivery. This disconfirmation theory has been supported in other
researches (Oliver & DeSarbo, 1988; Tse & Wilton, 1988). The researchers also point out that
customer emotional behaviour over their purchasing experience might affect satisfaction
(Vavra, 1997; Westbrook, 1980; Westbrook & Oliver, 1991). As such, understanding
customer satisfaction helps the firm to revise its offering to promote a positive experience to
the customers and that influences the satisfaction level.

Despite extensive literature on customer satisfaction, there is no common and precise
definition of customer satisfaction (Giese & Cote, 2000). Giese and Cote (2000) in their
multi-method research define customer satisfaction as ‘identified by a response (cognitive or
affective) that pertains to a particular focus (i.e. a purchase experience and/or the associated
product) and occurs at a certain time (i.e. post-purchase, post-consumption)’.

Thus in the context of supermarkets, it is posited that customer satisfaction is a measurement
of the shopping experience against the expectation after the experience has occurred.
However in a perceived crowded retail environment, the value of the shopping would be
negatively affected and in turn affect satisfaction (Carpenter & Fairhurst, 2005). In general, a
good shopping experience in the supermarket would likely result in store satisfaction.
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2.4.2. Relationship between Customer Satisfaction and Store Loyalty

A significant number of researches have revealed a clear relationship between customer
satisfaction and customer loyalty for the past 30 years (Anderson & Sullivan, 1993; Auh &
Shih, 2005; Bearden & Teel, 1983; Bolton & Drew, 1991; Boulding et al., 1993; Churchill &
Surprenant, 1982; Fornell, 1992; La Barbera & Mazursky, 1983; Oliver, 1980). In fact, the
positive relationship between satisfaction and loyalty has been taken for granted.

Recent research has emphasised the search for the moderators and mediators between
satisfaction and loyalty (Homburg & Giering, 2001; Lee, 2003; Lee, Lee & Feick, 2001; Yang
& Peterson, 2004), or the relationship nature between satisfaction and loyalty (Agustin &
Singh, 2005; Bowen & Chen, 2001; Gomez, McLaughlin & Wittink, 2004; Mittal &
Kamakura, 2001). However, the relationship is not a simple causal relationship because a
satisfied customer could still switch to another store as customer satisfaction has never
entirely explained customer loyalty in any of the researches, and the converse is also true.

When Bloemer and Lemmink (1992) investigated the belief positive effect of satisfaction on
loyalty in the car retailing industry, they found three types of satisfaction, namely, satisfaction
with the product, satisfaction with the sales service and satisfaction with the after sales service.
Their research results suggest that customer satisfaction with the product significantly affects
the product brand loyalty while the sales and after sales services significantly affect loyalty to
the dealer.

Bloemer and Kasper (1995) and Bloemer and de Ruyter (1998) distinguish two types of
satisfaction – manifest satisfaction and latent satisfaction. Manifest satisfaction is when a
customer has made a choice after a comparison with the competing stores’ offering, and is
satisfied in consequence. Latent satisfaction is when the customer has not deliberately
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compared the offering with another’s store, and is satisfied. The researchers suggest that an
increase in manifest satisfaction has a greater effect on customer loyalty than an increase in
latent satisfaction. Both studies found that the deliberation of selecting a brand or product
moderates the relationship between satisfaction and loyalty. Yoon and Uysal (2005) also
suggest a correlated relationship between satisfaction and loyalty in the tourism industry
context.

In the Xerox case study, it is suggested that very satisfied customers seem to be more loyal.
The study suggests a very satisfied customer has six times the intention of a satisfied customer
to do business with Xerox in the future (Johansen & Norum, 1992). It is important to note that
Xerox’s mainstream customers are businesses rather than end consumers, and there is limited
or no empirical evidence that this is also the case in retailing consumer goods.

Despite strong empirical evidence to support the relationship between satisfaction and loyalty,
the relationship is not without disagreement. Lee (2003) suggests that satisfaction has no
direct effect on attitudinal and behavioural loyalty but has a direct effect on conative loyalty.
Petrick (1999) even suggests an inverted relationship where loyalty is the antecedent of
satisfaction of repeat visitors in the golfing context. Lee et al. (2004) tested the inverted
relationship, and the results did not support the hypothesis.

Although most existing researches suggest a linear and direct causal relationship between
satisfaction and loyalty, other researches have found a more complex explanation between the
relationships. For example, different circumstantial conditions could vary the effect of
satisfaction on loyalty (Anderson & Srinivasan, 2003), and the competitive structure of the
industry plays a significant role in the relationship of satisfaction and loyalty (Jones & Sasser,
1995). Therefore, satisfaction does not always ensure loyalty.
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Oliva, Oliver and MacMillan (1992) suggest that the customer satisfaction effect on store
loyalty depends on the customer-transaction cost or the level of customer involvement in the
purchasing process. Thus, satisfaction may not create loyalty until the threshold cost of the
customer-transaction is breached, and the cost of the transaction dictates if the relationship
between satisfaction and loyalty is linear or non-linear. For customers to be very satisfied,
they have to be delighted with their shopping experience. A customer is delighted when the
experience exceeds expectation (Oliver, Roland & Sajeev, 1997; Lam et al., 2004).

Store loyal customers are not necessarily satisfied customers because loyalty could be
affected by high switching cost, or there is simply no worthy alternative (Andreassen, 1993;
Johansen & Norum, 1992). In fact, a significant number of satisfied customers will not
hesitate to switch to another competing store for better value (Griffin, 1995). Customer
defection occurs for many reasons and satisfied customers could defect if they consider
competitors are offering the same level of satisfaction.

In summary, the relationship between customer satisfaction and loyalty can be segmented into
three different views as summarised in Table 2.1. The first view is that customer satisfaction
has a direct and linear positive effect on customer loyalty. The second view is that the
relationship between customer satisfaction and customer loyalty can be both linear and
nonlinear. The third and final view is that loyalty affects customer satisfaction rather than the
converse. Whichever view prevails, all views suggest a relationship between customer
satisfaction and loyalty.
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View

Relationship

Literature supporting the
relationship

View 1:
Satisfaction exerts a
direct, linear
influence on loyalty.

(Bloemer & Lemmink,
1992; Ping, 1993; Back,
2001; Bowen & Chen,
2001; Homburg & Giering,
2001; Olsen, 2002;
Anderson & Srinivasan,
2003; Lam et al., 2004;
Yoon & Uysal, 2005)

Satisfaction and
loyalty relationship
are both nonlinear
and linear.

(Oliva et al., 1992; Bowen
& Chen, 2001; Mittal &
Kamakura, 2001; Gomez et
al, 2004; Agustin & Singh,
2005)

Satisfaction and
loyalty relationship
are both nonlinear
and linear.

(Dwyer, Schurr & Oh,
1987; Petrick, 1999;
Shankar, Smith &
Rangaswamy, 2003, Lam et
al., 2004)

View 2:

View 3:

Table 2.1: Summary of the Different Conceptualizations of the Satisfaction and Loyalty
Relationship

2.4.3. Store Attributes and Store Satisfaction

According to Woodside and Trappey (1992), customers identify their primary store with an
automatic cognitive processing of store attributes. Customers have a specific store in mind
when asked about store attributes like ‘best shopping experience’, ‘lowest price’ and ‘most
convenient’. The study found that the first response is linked strongly to the customer primary
store where they made most of their purchases. The general conclusion of their study is store
satisfaction is a function of the store’s attributes and pattern of customer shopping.
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One would expect store attributes or perceptions affect store loyalty, but in Mitchell and
Kiral’s (1998) review of several stores’ images studies, they found that there is no link
between store attributes and store loyalty. Garton (1995) suggests that the perception of
service quality has a weak positive correlation with the customer’s repurchase intention.
Bloemer and de Ruyter (1998) suggest that the relationship between store perception and store
loyalty is mediated by store satisfaction.

While extensive literature can be found in food or grocery retailing (Brown, 2001; Hare,
2003), there is limited research that compares the shopping behaviour between specialty
stores and conventional stores. Furthermore, there is limited study of the relationship between
store attributes and satisfactions (Carpenter & Moore, 2006). It is posited that the shopping
behaviours between the supermarket and department store are similar, and it is the closest in
the absence of sufficient literature on grocery shopping behaviour.

Speciality stores differentiate themselves from conventional stores through product
assortment and customer relationship management (Hansen & Solgaard, 2004). While
supermarket and department stores offer a broad range of merchandise and appeal to the mass
market, specialty stores often emphasise personalised services and unique product offerings.
Customers who shop at the specialty stores are in effect reacting to the low level of personal
service encountered in the supermarkets (Milligan, 1987). An ability to personalise services
and offerings in the supermarket environment with a loyalty program could deter customers
from switching to specialty stores.

Research suggests a relationship between store attributes and the choice of retail format. The
choice of the store is influenced by the customer personal values and store image, which is in
turn built on the basis of store attributes perceived by the customer (Newman & Cullen, 2001).
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Store attributes such as assortment, quality and price, affect customer-shopping behaviour in
supermarkets (Doyle & Fenwick, 1975).

Price
The store’s price image affects the choice of store (Cox & Cox, 1990), and it implicates
patronage of the store, selecting customer segments and building an in-store environment
(Desai & Talukdar, 2003). Large-basket customers favour everyday low price supermarkets
while small-basket customers favour high-low pricing stores (Bell & Lattin, 1998).

Customers looking for a lower price brand often tend to go to a store with only basic
infrastructure (Baltas & Papastathopoulo, 2003). Low prices are only second to store location
in the importance of store characteristics of concern to customers (Arnold, Oum & Tigert,
1983). Price explains a significant part of store satisfaction (Miranda, Konya & Havrila, 2005).

In the research of women’s apparel stores, Paulins and Geistfeld (2003) found that more
respondents perceived discount stores and department stores to have reasonable prices
compared to a moderate number of respondents who perceived specialty stores to have
reasonable prices. Indeed, price image is known to affect customer satisfaction and pricing
strategy affects directly the customer purchasing behaviour in supermarkets.

Product Assortment
The variety of products affects the customer’s store perception, customer satisfaction and
choice of store (Hoch, Bradlow & Wansink, 1999; van Herpen & Pieters, 2002). Product
variety is more important to department store and discount store customers compared to that
of specialty store customers (Lumpkin & McConkey, 1984). Supermarket customers ranked
product variety third after location and price as determinants of store patronage (Arnold et al.,
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1983). This suggests the importance of product assortment differs according to store format.
A store is considered desirable when it has an appealing product assortment (Paulins &
Geistfeld, 2003).

In the study of Nesset, Nervik and Helgesen (2011), of satisfaction and image as mediators of
store loyalty drivers in the Norwegian grocery chain-store context, they found that the store
assortment perception of the customers only influences image perception, and indirectly
influences store loyalty through satisfaction as the mediator. Their findings suggest that in
order to build store loyalty, creating satisfaction is more critical than building an image.

Quality
In a Greek grocery customer study, product quality and features are ranked as the top criteria
in selecting the product (Baltas & Papastathopoulo, 2003). In the supermarket industry,
quality is considered as a factor in maintaining satisfaction where the increase in quality has a
minor positive impact, but a decrease of the same magnitude in quality significantly decreases
customer satisfaction (Gomez et al., 2004). Thus, product quality is a significant
differentiating factor for supermarket customers.

Lumpkin and McConkey (1984) suggest that specialty store customers ranked product quality
higher in ranking store satisfaction criteria, in comparison to other store formats. This
demonstrates the importance of product quality to the specialty store customer segment. In a
similar study, King and Ring (1980) also found specialty store customers ranked product
quality higher, compared to a department store and mass merchandiser such as a supermarket.
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Services
There is insufficient study of the customer perception of store services and the impact on the
grocery store; hence literature comparing departmental stores and specialty stores is used to
provide guidance on the direction and strength of store services relative to store patronage.

The way customers are treated by store clerks and their attitude play an important pivotal role
in a customer service situation (Gagliano & Hathcote, 1994). While specialty store customers
deem service as a very important determinant of store patronage (King & Ring, 1980),
department and discount store customers have ranked customer services much lower in the list
of store patronage determinants (Lumpkin & McConkey, 1984). However customers who
shop at small grocery chain stores are found to place more importance on service quality than
customers who shop at larger grocery chain stores (Brown, 2001).

The customer economic orientation, customer perceived importance of a personal relationship
with the store employee, and the level of the customer aggregate purchase volume moderates
the effect of satisfaction on the customer’s share of wallet (Magi, 2003). In this case, it is
important to find a balance between the appropriate amount of customer satisfaction
investment and its impact on customers’ share of wallet.

2.5.

CUSTOMER LOYALTY PROGRAM

Customer loyalty programs have been around for some time; the trend began in the early
1980s with instances such as redeeming stamps and points earned from free hotel room nights
to flight tickets. Loyalty programs have since been aggressively adopted in different industries
that deal with consumers, from hotels to airlines, financial institutions and retail stores (Lacey
& Sneath, 2006). The loyalty program is one of the tools for customer relationship
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development and it often comes with marketing actions and rewards for the customers. A
successful loyalty program lifts customer retention and lifetime duration.

Customers join loyalty programs to obtain a reward in the form of economic benefits as well
as emotional benefits (Yi & Jeon, 2003). Economic benefits can be in the form of discounts
while emotional benefits are recognition or the provision of exclusive services. When the
competing firms offer loyalty programs that are perceived to be more attractive, it is only
reasonable to assume customers will become a member even if the customers are already
members of other loyalty programs.

Most loyalty program rewards are based on the accumulation of reward points, awarded based
on purchase value, to encourage repeat patronage resulting in loyalty to the firm (Shugan,
2005). However past research has suggested that loyalty program rewards are more effective
in attracting customers with low psychological attachment to the competing firm (O’Malley,
1998).

Depending on whether or not there is a relationship component to the loyalty program, a
loyalty program can be defined as a program of integrated marketing actions that target the
creation of loyalty by investing in a personalised relationship with the customers (Sharp &
Sharp, 1997; Yi & Jeon, 2003). Firms seek to sustain a business relationship for the long term
in relationship marketing in the hope of repeat patronage (Gronroos, 1995). Thus, consumer
loyalty scheme development becomes a significant concern for firms in their efforts to
identify, retain and stimulate more transactions from their profitable customers (MeyerWaarden, 2004).
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The loyalty programs become a tool of customer relationship management when accompanied
by personalisation of services and offerings. Customer purchases at the point of sale could
also be captured and used to personalise offerings and to discriminate against less profitable
customers in the firm’s marketing mix. With the loyalty program, price sensitive customers
could easily be recognised by their purchasing behaviour such as purchasing only during a
promotion, the usage of coupons and rebate redemptions. Coupled with the ability to
personalise offerings, firms could offer different prices to price sensitive and price insensitive
customers (Narasimham, 1984; Shapiro & Varian, 1998).

In general, loyalty programs can be used to provide more discounts to customers who require
them and less to customers who are not price sensitive. However, there must be a compelling
reason for price insensitive customers to continue to identify themselves (by using their
loyalty card) at the point of sale, especially for supermarkets; otherwise it will not be possible
in the information system to link the transactions to specific customers for personalisation.

Theoretically, loyalty programs can create differentiation loyalty and store loyalty.
Differentiation loyalty reduces the probability of customers switching to competing stores.
Therefore, it leads customers to pay a higher average price for the same goods as well as
increasing their purchases through cross selling and up selling (Reichheld, 1996).

Loyalty programs can also help the customers to develop feelings of pride and intelligence
after having won something without paying the usual price by redeeming the rewards from
the programs (Kivetz & Simonson, 2002). It also creates a sense of appreciation amongst
customers who perceived the value-added reward or services from the programs as being a
preferred customer of the firm. Loyalty program members are more likely to identify more
strongly with the firm than non-loyalty program members (Oliver, 1999), which could be of
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advantage to firms in a competitive industry, such as a supermarket, where firms have
relatively low differentiation (Bhattacharya & Sen, 2003).

A reward program that is quickly earned, coupled with value-added services appreciated by
the customers, broadens the customer attention and focus not only on price but on other added
value (Bolton et al., 2000; Nako, 1997). The customers will lose their baseline for price
comparison when a visit to competing stores becomes less frequent. This eventually causes
the customers to be less sensitive to market price movements.

2.5.1. Concepts of Customer Loyalty Program

Switching cost and sunk cost are two types of conative loyalty antecedents (Dick & Basu,
1994). The switching cost is all the financial as well as psychological costs that arise from a
switch to another supplier, while sunk cost is all the invested cost that will have to be written
off upon a customer switching to another supplier. The customer’s switching costs are costs
that have not yet been incurred, but are anticipated to occur, while sunk costs are those that
have been paid in past and present transactions (Lee & Cunningham, 2001).

After a high initial investment has been paid by customers, the customers appear to be more
loyal to the firm because the cost of switching to another firm will be higher and may not be
justifiable relative to the value the new firm could provide (Beerli, Martin & Quintana, 2004;
Dick & Basu, 1994). Such tie-in is the effect of the perceived costs and risks in switching to
another firm, which reduces the appeal of the competing firm offering (Beerli et al., 2004;
Klemperer, 1995).

However, the switching costs and sunk costs in the supermarket industry are often very low
due to the competitiveness in a saturated market. The supermarket customers in general have
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little to lose by going to other competing supermarkets. Loyalty rewards accumulated in the
loyalty program must be valuable to customers in order to increase the switching cost,
lengthening the relationship with customers and encouraging up-selling or cross-selling.
Furthermore, psychological and sociological benefits offered could also increase customers’
affective commitment, trust and attachment to the firm (Morgan & Hunt, 1994), and become
an additional switching cost to the customers.

The objectives of the customer loyalty program are to stimulate increased product sales or
service usage and to increase customer switching costs to other firms. Switching costs could
be economic or psychological in nature. If the customers go to other firms and they will lose
advantages that they are enjoying, the commitment and the trust of the customers toward the
firm are enhanced (Morgan & Hunt, 1994). Customers who appreciate the rewards offered
feel like valued customers hence they will in return make the retailer one of their preferred
choices.

2.5.2. Relationship between Customer Loyalty Program and Store Satisfaction

In the Bloemer and de Ruyter (1998) study of store satisfaction and store loyalty relationships
in the department store retail context, they found satisfaction mediates the relationship
between store image and store loyalty. Though the department store study limits its
generalizability to the supermarket; it warrants further research in the supermarket context to
ascertain whether satisfaction could also be a store loyalty antecedent of others such as
customer loyalty programs.

In a study of loyalty reward program rewards, Wirtz and Chew (2002) found that satisfied
customers who received rewards not only became more satisfied but also increased the
likelihood that those satisfied customers engaged in word-of-mouth behaviour. As word-of43

mouth behaviour is very often used as one of the metrics of the store loyalty measure, the
study suggests the possibility of satisfaction being the mediator in the relationship between
loyalty program rewards and store loyalty.

In other similar research done by Demoulin and Zidda (2008), about the link between store
loyalty and customer satisfaction with the loyalty program rewards in a Belgium supermarket
context, it was found that the customers became more loyal when they were satisfied with the
reward provided by the customer loyalty program. They also found that customer loyalty
program members have higher store loyalty compared to non-members. The store loyalty
finding is consistent with previous researches (Meyer-Waarden, 2007; Taylor & Neslin, 2005).

However, according to Smith et al. (2003), customers do not seem to change their perception
of the store and its service after joining the customer loyalty program. In fact, they become
more critical of the store satisfaction when compared to the non-program customers.
Somehow, they found the perceptions of loyalty program members are less volatile than nonmember.

The success of customer loyalty programs is partly due to its simple concept of rewarding
repeat patronage to motivate the customers to continuously do business with the firm.
Membership to the loyalty program could be offered to all customers or a targeted segment of
the customers, depending on the marketing objectives of the firm. A customer loyalty
program is unlike normal sales promotions because it provides additional value to motivate
the customer to return to buy more.
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2.5.3. Relationship between Customer Loyalty Program and Store Loyalty

Customer loyalty programs are believed to have a positive effect on sales and in the long run
(Dre`ze & Hoch, 1998; Lal & Bell, 2003; Lewis, 2004; Taylor and Neslin, 2005), but several
empirical studies of the effectiveness of customer loyalty programs on behavioural loyalty
showed mixed results and provided no conclusion (Demoulin & Zidda, 2008). In Benavent &
Crie’s (1998, 2000) analyses into the loyalty program of a grocery chain, it was found that the
number of loyalty cards distributed had only a weak positive effect on the store total sales,
profit margin, store’s traffic and basket size. Other similar results include Magi (2003),
Liebermann (1999) and Passingham (1998), showing no positive effect of loyalty cards on
consumers revisiting the store. Conversely, Meyer-Waarden (2006) suggests that there is a
positive effect on customer lifetime in his empirical study.

Perhaps the contrasting findings could be explained by industry pressure and loyalty program
market saturation. A firm observes its competitors’ strategies and tries to imitate the
successful one (Dowling & Uncles, 1997). When the firm launched a loyalty program with
the intention to offer what its competitors were offering, the firm’s costs increased while not
also obtaining the expected benefits (Uncles, 1994). A saturated loyalty program market with
customers being members of several loyalty programs can offset the effects of the loyalty
programs from each other (Magi, 2003). Loyalty programs are most effective when the
customer is not a member of a competitor’s loyalty program (Magi, 2003; Meyer-Waarden,
2006).

In regards to the loyalty program in conditions of market saturation, Wright and Sparks
(1999) suggest two contrasting trends. The first trend suggests that as a loyalty program’s
member carries a card to identify them, there are only so many cards the customer will keep
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in his or her wallet due to the lack of physical space, hence the eventual end of loyalty
programs. The second trend suggests that the quality of every loyalty program is different,
and several good programs will be able to coexist without creating a saturated environment.
We are able to say today that neither trend sustains its argument.

New loyalty programs, both good and bad, continue to populate the market. The customers
continue to enrol in the new program due to the rewards arising from each loyalty program.
Elimination of the need for a physical card by replacing it with the customer mobile phone
numbers, further encourages the enrolment rate because the customer could easily check if
they are a member in the event of subscribing to too many loyalty programs and not
remembering which those to which they have subscribed.

In Meyer-Waarden (2007), a French study of the customer loyalty program effect on customer
lifetime and share of wallet in grocery stores, it was found that loyalty programs positively
affected the customer lifetime and share of customer expenditures. In addition, the higher
share of wallet in a store, the longer the customer lifetime would be in the store. However,
proximate competitors offering similar programs could negatively affect customer lifetime in
the store. Meyer-Waarden (2007) also answers the doubts raised by Dowling and Uncles
(1997) that loyalty programs alter purchase behaviour, by finding the customers spending the
larger share of their wallet in the store is more loyal. The risk of customer defection reduces
significantly after the customers join the loyalty program, and the loyalty program increases
the customer share of wallet in the store. This means the loyalty programs change the
purchase behaviour of its members as long as the members are not loyalty members of
competing stores.
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A loyalty program with a lot of promotional activities will induce members to capitalise on
the promotional activities that lead to continuous transactions with the firm (Mauri, 2003;
Meyer-Waarden, 2006; Yi & Jeon, 2003). However a badly designed or complicated loyalty
program, that needs a significant cognitive effort by a customer, will deter the customers from
continuing to be a member (Dowling & Uncles, 1997). Customers who are satisfied with the
store favour delayed direct rewards of higher values to immediate lower value rewards,
whereas dissatisfied customers favour immediate rewards (Keh & Lee, 2006).

In the Steyn et al. (2010) study of the perceived benefits of the retailer loyalty scheme of Toys
‘R’ Us in several Asian countries, they found that the perceived benefits have a weak direct
effect on loyalty; and that the perceived benefits have a strong effect on feelings that mediate
the relationship between perceived benefits and loyalty behaviours. There are only subtle
differences in the results amongst the different Asian countries that could be attributed to
local marketing practice and culture.

In the retailing industry, differentiation loyalty tends to be accompanied by purchase loyalty
(Sharp & Sharp, 1997). Thus, the focus is only on the causal relationship between the loyalty
program and store loyalty with the assumption that loyalty programs promote change in
purchase behaviour and store loyalty. In order to be effective in promoting store loyalty
before attempting to change the customer purchase behaviour, a quick point accumulation
scheme for creating ‘point pressure’ impact is essential; and in the longer term a sustainable
reward scheme to promote ‘rewarded behaviour’ (Taylor & Neslin, 2005). The ‘rewarded
behaviour’ once it occurs, leads customers to increase their purchases, as a consequence of
reinforcing the behaviour of accumulating more points for rewards (Blattberg & Neslin, 1990;
Rothchild & Gaidis, 1981). This means a higher probability of sustained repeat store
patronage that is rewarded.
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The ‘rewarded behaviour’ is also crucial to the success of the loyalty programs because the
purchase amount will revert to normal when the reward has been earned (Dekimpe &
Hanssens, 1999). When this happens, another ‘point pressure’ action will need to be taken and
this repetitive action would cost more when compared to a reward scheme that promotes
‘rewarded behaviour’. There is ‘rewarded behaviour’ that is not permanent (Meyer-Waarden,
2004) but likely to be sustained for a while after awarding the reward. The duration of
sustained ‘rewarded behaviour’ will depend on the attractiveness of the reward scheme and
competitors’ offerings.

Although the literature review has suggested a division in view of the positive effect of a
loyalty program on store loyalty, it is believed that those instances where the loyalty programs
failed to have an effect on store loyalty had a poor reward scheme that did not induce ‘point
pressure’ and promote a ‘rewarded behaviour’ reward scheme. Those firms that mimic
competitors’ offerings in their loyalty scheme are more likely to fall in such a situation.
Therefore, there is a positive correlation between a loyalty program and store loyalty.

It is clear that a quality customer loyalty program with active promotional inducements will
stimulate customer purchases and that a loyalty program saturated market will not deter
customers from becoming a member of another loyalty program. A repeat purchase induced
by the loyalty program constitutes an effect on the store loyalty. The loyalty program
promotional activities induce customer purchases, and create a switching cost (promotion tie
to the loyalty program) because the competitor offering may not match the customer
expectation.

A customer loyalty program is an effective tool in the strategy for broader customer
relationship management. A loyalty program’s customer identification at the point of sale
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enables the firm to collect information of customer purchase behaviour that could be further
analysed for customer segmentation and targeted marketing. Better segmentation followed by
effective targeted marketing activities could contribute to the increase of store loyalty and the
firm’s profitability.

2.6.

RESEARCH PROBLEMS

The supermarket industry in Hong Kong has come a long way from a specialty store catering
to a market niche in earlier days to an everyday food supplier to the masses in contemporary
times. The industry entry barrier is low, and there is little to differentiate competing
supermarkets because the goods are mostly the same or can be replaced with a wide range of
substitute products. In a saturated market such as Hong Kong, supermarkets often compete on
price and service. Depending on the targeted customer segments, premium supermarkets also
compete on premium product assortment as the differentiator. Supermarkets not only compete
within the industry, they also compete with all other retail channels including the traditional
food market place such as a wet market.

The competition within and outside the industry has trimmed profit margin. Supermarkets
typically achieved two to five per cent net profit margin on average on their sales turnover.
While it may seem to be healthy profit margin on a large turnover due to the fast turnaround
of stock, one additional per cent discount given to all customers without the possibility of
recouping the discount so invested is a major impact on the net profit margin. Although the
larger chain store supermarket has started to produce private label products in an attempt to
increase margin and increase bargaining power with national brand suppliers, national brand
sales still dominate sales in the supermarket industry. As a result, competition remains fierce,
and any investment will have to be carefully planned.
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Customer retention has been a focus in the industry, and many supermarket operators have
implemented customer loyalty programs that reward customer purchases to promote
repurchases. However the loyalty programs do not seem to deter customers from switching
their provider (Passingham, 1998; Liebermann, 1999; Magi, 2003) because there is usually
little difference in the programs. Ultimately, the price war continues, and the national brand
suppliers are pressured to reduce their prices to support the sales price reduction. The loyalty
programs that are supposed to increase customer retention not only may not increase store
loyalty, but they may become an additional cost burden because all additional rewards and
services given to the customers add to the distribution cost.

Through advancements in information technology, supermarket operators adopt technology to
optimise distribution costs including slashing manpower in the store. In order to replace
conventional customer feedback from the store employees because fewer employees are
available, as well as increasing the precision of the information gathered, operators turned to
information systems to analyse the customer purchased basket in an attempt to discern the
customer purchase behaviour. Customer purchase behaviour data is collected through the
loyalty programs at the point of sale for targeted promotion analysis.

While store location is a strong determinant in customer choice of store, product assortment,
quality, price and store services are also known to be factors affecting customer satisfaction
that in turn affects store loyalty (Arnold et al., 1983; Baltas & Papastathopoulo, 2003; Cox &
Cox, 1990; Hoch et al., 1999; King & Ring, 1980; van Herpen & Pieters, 2002). A customer
loyalty program is supposed to increase customer satisfaction and switching costs, but as
customers can register for more than one loyalty program, such a program does not deter the
customer from switching to a competitor. Thus, the effectiveness of loyalty programs in
increasing store loyalty is questionable.
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2.6.1. Research Questions

The research problem raises four questions that relate to the three constructs – customer
loyalty programs, store satisfaction and store loyalty – and their inter-relationship. The four
questions are listed as follows:

Question 1: Is there a difference in store loyalty between loyalty program members and nonloyalty program members?

Question 2:

Do customer loyalty programs increase store loyalty?

Question 3:

Do customer loyalty programs increase customer satisfaction?

Question 4: What is the relationship amongst customer loyalty programs, store satisfaction
and store loyalty?

2.6.2. Hypotheses

From the literature review, four hypotheses are developed to answer the research questions as
outlined above.

Loyalty programs reward customers based on their purchases, so as to encourage repeat
patronage (Shugan, 2005), and customers join loyalty programs to obtain economic and
emotional reward (Yi & Jeon, 2003). Loyalty programs can be part of an integrated marketing
action that promotes store loyalty by investing in a personalised relationship with the
customers (Sharp & Sharp, 1997; Yi & Jeon, 2003). In accord with the objective of
relationship marketing to sustain a long term relationship in the hope of repeat patronage
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(Gronroos, 1995), loyalty programs become a tool for firms to identify, retain and stimulate
more transactions from their profitable customers (Meyer-Waarden, 2004).

In Meyer-Waarden’s (2007) study of customer loyalty programs in French grocery stores, he
finds that the loyalty program has a positive correlation with customer lifetimes and share of
wallet. A loyalty program with plenty of promotional activities will stimulate its members to
take advantage of the promotions resulting in continuous transactions with the store (Mauri,
2003; Yi & Jeon, 2003; Meyer-Waarden, 2006). A ‘rewarded behaviour’ is cultivated in the
loyalty program members when they are addicted to accumulating reward points as a result of
‘point pressure’ of a quick point-accumulation scheme (Taylor & Neslin, 2005). The
‘rewarded behaviour’ leads customers to increase their purchases (Blattberg & Neslin, 1990;
Rothchild & Gaidis, 1981).

Therefore, hypotheses H1 and H2 are formulated as follows:

H1: Customer loyalty program members have higher store loyalty than non-members.

H2: Customer loyalty programs have a significant and positive correlation with store loyalty.

Customers who receive loyalty program rewards become more satisfied and increase the
likelihood of the satisfied customer engaging in word-of-mouth behaviour (Wirtz & Chew,
2002). Demoulin and Zidda (2008) study the link between store loyalty and customer
satisfaction with the loyalty program rewards in Belgian supermarkets, supporting the
findings of Wirtz and Chew (2002). With store satisfaction being the antecedent of store
loyalty (Bloemer de Ruyter, 1998; Demoulin & Zidda, 2008; Wirtz & Chew, 2003), a
customer loyalty program must have an impact on store satisfaction if it is to increase store
loyalty. Therefore, when looking at the relationship between customer loyalty programs and
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store satisfaction, and store satisfaction with store loyalty, hypotheses H3 and H4 are
formulated as follows:.

H3: Customer loyalty programs have a significant and positive correlation with store
satisfaction.

H4: Store satisfaction mediates the relationship between customer loyalty programs and store
loyalty.

2.6.3. Research Model

This research uses the conceptual framework of Bridson et al. (2008), examining the
relationship between loyalty program attributes, store satisfaction and store loyalty in the
context of the health and beauty industry in Australia. Although the Bridson et al. (2008)
conceptual framework is not used in the context of the supermarket industry the framework is
applicable because it was not designed specifically for the health and beauty industry (Bridson
et al., 2008), and the measures applied are reusable and valid in the supermarket industry. The
conceptual framework has never before been used in a similar study of the supermarket
industry, and this is the first time to extend the framework’s usage to the supermarket industry
in Hong Kong.

Figure 2.3: Bridson et al. (2008) Framework
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2.6.4. Conclusion

In the competitive environment of today’s supermarket industry in Hong Kong, customer
retention is one of the main survival factors. A positive review of customer loyalty programs
in the trade magazines, and mass adoption by retailers, has made the loyalty programs a
standard feature in most chain-store supermarkets. It can no longer be used as a differentiator,
and the cost of running the loyalty programs has become a real concern for supermarket
operators as they increase distribution costs without evident financial benefits.

It is posited from the literature review that customer loyalty programs and store satisfaction
positively affect store loyalty, and store satisfaction mediates the relationship between
customer loyalty programs and store loyalty. The Bridson et al. (2008) framework model
posited similarly and hence the model is adopted as the framework for this present study. It
would be a significant contribution to the literature in applying the model for the first time to
the supermarket industry in Hong Kong. The results from the study should be able to explain
the relationship complexity amongst customer loyalty programs, store satisfaction and store
loyalty, and provide guidance to practitioners in their customer retention venture.
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CHAPTER 3 - RESEARCH METHODOLOGIES

3.1.

INTRODUCTION

This chapter focuses on the research methodologies adopted for this present study. This is a
descriptive cross-sectional study using an online questionnaire as the sole instrument to
collect data. The following sections discuss in detail the logical choice for the research design,
sampling, data collection, the instrument, constructs and measures, research ethics, and
statistical analysis.

3.2.

RESEARCH DESIGN

The present study’s research problem is well understood, and the corresponding hypotheses
were formulated after an extensive literature review, therefore a descriptive study is well
suited for the study context. This study’s research questions and hypotheses are directed
toward how much a customer loyalty program impacts store satisfaction and store loyalty, and
to establish whether store satisfaction affects store loyalty. Thus, the nature of the research in
this study is positivist. Positivist research aims to find a model that can predict human
behaviour in the given context (Gephart, 1999; Lincoln & Guba, 2000).

Quantitative cross-sectional design is adopted because it allows response variations with a
reasonable number of participants at a single point in time. A cross-sectional design enables
an examination of the relationship amongst variables or constructs as required in this study.
The administration of data collection is relatively simple when compared to that required by a
longitudinal study. A longitudinal study requires data collection from the same sample at two
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different points in time. A longitudinal study is desirable to test ‘before’ and ‘after’ treatment
effects, which is not the purpose of this study.

The level of analysis required is at the individual level rather than the household. Some
supermarket loyalty programs issue loyalty cards to the household members even if just one
household member joined the loyalty program. However, every household member is entitled
to their own behaviour and perceptions when it comes to store loyalty and store satisfaction.
Thus, it is more appropriate to perform the analysis at the level of individuals.

It is also unnecessary to group the individuals by geographic location because the study is
focused on Hong Kong where there are no known cultural differences amongst the population
of Hong Kong Island, Kowloon and New Territory.

3.3.

SAMPLING

Most adults in Hong Kong have most probably visited a supermarket on a regular basis for
their daily needs, and this group forms the population sample for this study. According to the
HK Census and Statistic Department (2012), there were almost seven million people living in
Hong Kong in 2010 with adults (aged 18 years and above) representing more than 75% of the
population.

In order to address time and resource constraints, this present study uses a snowball sampling
method targeting a minimum 200 responses. The snowball sampling commences by sending
online invitations to the adult members of the researcher’s social networks, inviting them to
participate in the study. The participants were required to live in Hong Kong at the time the
research was conducted. The diversity of the researcher’s social networks was expected to
reach participants from different age, income and education groups. Upon completing the
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questionnaire, participants had an opportunity to invite associates in their social networks who
met the participation criteria, thus generating a snowballing effect.

Snowball sampling may appear to be a form of convenience sampling, but unlike convenience
sampling, it is impossible to know the precise extent of the population from which it is drawn.
This means that there is no sampling frame, and it is impossible to know if the sample
represents a representative cross-section of the population. Although the sample could not be
generalised to the population at large, the diversity of the researcher’s social networks plus the
snowball effect, was considered appropriate to extend the survey’s reach to participants with
different demographic backgrounds, thus helping to remove some implicit bias in the sample,
arising from convenience sampling. Selection bias limits the validity of a sample’s
representativeness when respondents are not randomly selected (Ghauri & Gronhaug, 2010).

There is no fixed rule to define the sample size for a population of five million but it has been
suggested that a sample size of between 200 and 1,000 respondents is a good sample size for a
population of more than ten thousand (Alreck & Settle, 1985). Thus, this research targeted a
minimum 200 respondents.

3.4.

DATA COLLECTION

This present study is quantitative in nature and hence it adopts a quantitative methodology.
The realism scientific paradigm (Hunt, 2002) guides the quantitative methodology. This study
mainly operates latent variables that form the constructs such as loyalty programs, store
satisfaction and store loyalty that are measured with a self-administered online questionnaire.
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It is deemed very effective to use a self-administered questionnaire in data collection to
measure one’s behaviours and beliefs, when compared to face-to-face and telephone interview
survey methods (Neuman, 1997; Rundle-Thiele, 2005). Furthermore, a self-administered
questionnaire is the most used survey method in loyalty studies due to its low level of
intrusiveness and comparatively lower cost and time involvement (Rundle-Thiele, 2005).

Bernard (2000) suggests that a self-administered questionnaire survey is more effective than
face-to-face or telephone approaches, when the questions asked do not require supplementary
explanations such as visual aids or elaborate descriptions, when the respondents are educated,
and when the response rate is expected to be high. All the three conditions were met in this
study.

The online questionnaire ran from September 12, 2012 to November 12, 2012 with 205
responses collected, five responses more than the minimum targeted 200 responses.

The limitation of the data collection method is that it has a high dependency on the Internet
and required all participants to have computer literacy, effectively dispensing with the
population that are computer illiterate. The economically poor segment of the population may
have limited access to the Internet and are thus not reachable with the online data collection
method. For this reason, their views on loyalty programs, store satisfaction and store loyalty
may not have been sufficiently captured to form an adequate representation in the sample.

3.5.

INSTRUMENT

The online questionnaire measures loyalty programs, store satisfaction and store loyalty by
obtaining the mean value of the sub-constructs that form the three main constructs. The
questionnaire is adapted from the Bridson et al. (2008) study with only minor corrections to
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some of the question wording. The wording correction was effected after pre-testing the
questionnaire so that it was understandable to the participants in the context of the
supermarket industry. The original questionnaire had been used in the context of the health
and beauty industry.

The questionnaire uses semantic differential scales in measuring loyalty program and store
satisfaction items, and Likert scales for store loyalty items. Both types of scale have been
largely adopted in past loyalty research (Rundle-Thiele, 2005). It is arguable that both scales
are the most prevalent scaling form when it comes to measuring human’s attitudes,
behaviours and emotions (Bernard, 2000; DeVellis, 2003; Gay & Airasian, 2000). While the
Likert scale usually seeks responses along a continuum between two extremes represented by
‘strongly disagree’ and ‘strongly agree’ (Bernard, 2000; DeVellis, 2003; Gay & Airasian,
2000), the semantic differential scale usually uses a bipolar pair such as ‘not at all satisfied’
and ‘extremely satisfied’ (Netemeyer, Bearden & Sharma, 2003).

Multivariate statistical techniques are mostly applicable only to continuous scales, and there is
an underlying concern when executing the techniques using categorical scales such as Likert
and semantic differential scales as continuous scales (Byrne, 1998; Rundle-Thiele, 2005).
However, the concern is negligible when there are four or more categories (Bentler & Chou,
1987; Byrne, 1998). As the questionnaire uses seven point scale categories in taking
measurements, it is in accord with the Green and Rao (1970) recommendation, thus there is
no compelling reason to change the scale used.

Furthermore, the questionnaire uses multiple items to measure each sub-construct and the
combination of related sub-constructs forms another construct at the aggregate level. Despite
some critical objection to using multiple items measurement (Gardner et al., 1998; Peter,
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1979), the general consensus is that a multiple item measurement decreases measurement
errors and increases reliability (Churchill, 1979; Peter, 1979; Rundle-Thiele, 2005). Moreover,
the use of a minimum three items per construct is recommended for best results (Kline, 2005),
which is the case in this study’s questionnaire.

The questionnaire consists of five parts with 59 questions in total. The first part identifies the
participants’ who most patronize supermarkets and the supermarket loyalty program. The
second part identifies the importance of the loyalty program’s soft and hard attributes to the
participants. The third part measures the participants’ satisfaction with the supermarket. The
fourth part measures the participants’ loyalty to the supermarket. Finally, the fifth part collects
the participants’ gender and age data. Parts two, three and four of the questionnaire are
replicated from Bridson et al. (2008). The detail of the constructs and sub-constructs
(measures) are listed in Table 3.1.

Constructs

Measures

Loyalty program

•

Hard attributes

Q11 – Q15

•

Soft attributes

Q16 – Q24

•

Merchandise

Q25 – Q30

•

Trading format

Q31 – Q34

•

Customer service

Q35 – Q38

•

Customer communication

Q39 – Q42

•

Commitment

Q43 – Q47

•

Word of mouth

Q48 – Q52

•

Behavioural

Q53 – Q58

Store satisfaction

Store loyalty

Questions

Table 3.1: Constructs and Measures Detail

The following paragraphs discuss the operationalization of the loyalty program, store
satisfaction and store loyalty, along with the constructs and measures that form the three main
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variables. A copy of the questionnaire in English and Chinese with certified translation is
attached in the Appendices 3.1, 3.2 and 3.3 respectively.

3.5.1. Loyalty Program

The loyalty program in general attracts members with its soft and hard benefits, sometimes
referred to as the intangible and tangible benefits (Barlow, 1996, Dowling & Uncles, 1997;
Nunes & Dreze, 2006; Roehm, Pullins & Roehm, 2002). Soft benefits are value-added
services in nature while hard benefits are monetary in nature (Mulhern & Duffy, 2004). These
benefits are granted to customers who are a member of the loyalty program when they make a
purchase and in other cases to stimulate customer purchases.

Thus, the loyalty program construct in this study is defined as a combination of both soft and
hard benefit measures. The constructs, measures and scales used were developed by Jang and
Mattila (2005) and modified by Bridson et al. (2008) in the absence of other better measures
during the time of their study. Mimouni-Chaabane and Volle (2010) have developed five
measures for the loyalty program construct that measure monetary savings, exploration,
entertainment, recognition, and social benefits. When examined in detail, Mimouni-Chaabane
and Volle (2010) break the soft benefits into exploration, entertainment, recognition, and
social benefit dimensions.

As this study is not about examining the loyalty program soft benefit components, the
Mimouni-Chaabane & Volle (2010) measures have no advantage over the Bridson et al.
(2008) modified measures in constructing the loyalty program in the context of this study.
Furthermore, Mimouni-Chaabane & Volle (2010) use 20 scale questions in total to measure
the loyalty program construct when compare to 13 scale questions in Bridson et al. (2008).
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Additional questions could lengthen the time required by participants to answer the
questionnaire.

The use of soft and hard benefit scales enable the loyalty program construct analysis to be
performed at an aggregated level (combining soft and hard benefits) and disaggregated level
(soft and hard benefits individually). The loyalty program construct operationalization
depends on the participants’ self-measurement of the importance of several soft and hard
benefits of the loyalty program. A Likert scale ranging from 1 ‘Not at all important’ to 7
‘Extremely important’ is used to measure the response of all the 13 scale questions. The
development detail of the Bridson et al. (2008) measures can be found in Appendix 3.4.

3.5.2. Store Satisfaction

Satisfaction could be measured for a specific transaction or the overall experience (Lam et al.,
2004; Li & Vogelsong, 2003; Tian, 1998; Yang, 2004), and measuring overall experience
satisfaction is more appropriate than measuring a specific transaction in this study. Overall
experience satisfaction is a summary evaluation of the overall customer experience with the
supermarket. It has been considered as a stronger store loyalty predictor when compared to
the satisfaction of a specific transaction (Gustafsson, Johnson & Roos, 2005; Lam et al., 2004;
Olsen & Johnson, 2003; Yang & Peterson, 2004).

Bridson et al. (2008) employed a multiple-item measure that measured the overall store
satisfaction’s construct in four dimensions: merchandise, trading format, customer services,
and customer communication. Contrasted with the common single-item measure of overall
store satisfaction such as by Spreng, MacKenzie & Olshavsky (1996), the multiple-item
measure would be able to provide more information on how each of the four dimensions
affects overall store satisfaction. Thus, it was decided to retain the more informational
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multiple-item measure of Bridson et al. (2008) in the questionnaire. Similar to the loyalty
program construct, a seven point Likert scale ranging from 1 ‘Not at all satisfied’ to 7
‘Extremely satisfied’ is used to measure the response to all 18 questions. The detail of the
multiple-item measure development can be found in Appendix 3.5.

3.5.3. Store Loyalty

Bridson et al. (2008) operationalized store loyalty as a three-dimensional construct:
commitment, word-of-mouth, and behavioural. The operationalization is based on the Dick
and Basu (1994) suggestion that loyalty can be viewed in a more holistic way when
operationalized by the behavioural and attitudinal dimensions. In the loyalty study, several
researchers (Bloemer & de Ruyter, 1998; de Wulf & Odekerken-Schroder, 2003) had
measured the attitudinal dimension as store commitment. The behavioural dimension had also
been studied by several researchers, and found often to measure two elements: word-of-mouth
and repeat purchase (de Wulf & Odekerken-Schroder, 2003; Foster & Cadogan, 2000;
Quester and Lim, 2003). Therefore, the three-dimensional construct is supported. Furthermore,
the questions adopted are good at face value and make sense to the participants in the
supermarket context. The origin of the items used in the construct can be found in Appendix
3.6. A seven-point semantic differential scale between 1 ‘strongly disagree’ to 7 ‘strongly
agree’ is employed for each of the items in the construct.

3.5.

QUESTIONNAIRE PILOT TEST

As informed in the previous section, the questionnaire is adapted from Bridson et al. (2008).
A face validity test was needed because the questionnaire was to be used in the supermarket
industry as opposed to the health and beauty industry in the Bridson et al. (2008) study. The
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original questionnaire appeared to be relevant for the supermarket industry except for
question number 13. Question number 13 was reworded to be more relevant to the industry
norm in Hong Kong. The original question was ‘receiving buy-one-get-one free coupon’, and
was reworded to ‘receiving free coupon on specific item’. The rewording was needed because
the free coupon issued by supermarkets is not necessarily for the same item purchased, but a
different item. As this is a minor change, a major pilot test was not required for the
questionnaire.

As Chinese Cantonese is the first language for most Hong Kong residents, and not everyone
could understand English well, a Chinese translated version of the questionnaire was prepared.
The refined Chinese questionnaire was then administered in a pilot test to two males and two
females who were regular supermarket shoppers. The pilot test was important, to obtain the
approximate time needed to complete the questionnaire by the participants, and to ensure the
Chinese translation was sensible for Chinese participants. The pilot test went well, and all
participants were able to well understand the translated instructions and questions. All
participants each took approximately 15 minutes to complete the questionnaire.

3.6.

QUESTIONNAIRE ADMINISTRATION PROCEDURE

Participants were recruited by invitation sent through the researcher’s own online social
networks, by emails and then by referral from those participants who had completed the
online questionnaire. This mean participant needed access to the Internet in order to complete
the questionnaire. A note was written on the social network post and email to the effect that
the survey was entirely anonymous with no obligation. Moreover, from the collected data, the
researcher had no means by which to identify who had participated. This was to ensure that
the relatives, friends and colleagues did not feel obligated to respond.
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Participants needed to be at least 18 years old, and were required to have computer literacy
and have access to the Internet to complete the online questionnaire. Participants needed to be
living in Hong Kong and were a supermarket shopper. Participants were expected to take
approximately 15 minutes to complete the online questionnaire. When a participant completed
the online questionnaire, he or she had the option to invite friends in his or her online social
networks to participate by clicking the Facebook share button on the initial invitation posting
that they had received on Facebook. Alternatively, they could forward the invitation emails to
their friends and associates.

A Participation Information Statement was displayed on the screen before the start of the
questionnaire. The purpose was to inform the participants of their rights, privacy and how the
collected information would be used. The respondents from the referral would see the same
participant information sheet for details about the research. There was no differentiation or
discrimination of the respondents, whether they were directly recruited or through referral.

3.7.

ETHICS AND CONFIDENTIALITY

The Ethics Committee of the University of Newcastle, Australia approved the study as well as
the data collection method. As part of the ethics application approval, all guidelines fulfilling
the university ethics standard were met. There was no identifiable benefit or risk to the
participant by participating in this study. In accordance with the ethics guidelines of the
university, the rights of the participants were fully articulated in the participant information
sheet that was presented to the participant before the online questionnaire began. A
submission of the completed questionnaire signalled the informed consent of the participant.
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The questionnaire was anonymous, and it was not possible to identify participants with the
information they had provided. All data was first collected and stored in the online
questionnaire tool before being exported and stored within the researchers’ computers for
analysis. Upon completing the analysis, all related data except the analysis results, were
removed from all PCs and the online tool with only a single copy remaining, stored securely
for at least 5 years at the University of Newcastle.

The SurveyMonkey (www.surveymonkey.com) online tool was used to administer the
questionnaire. SurveyMonkey has a comprehensive privacy policy
(http://www.surveymonkey.com/mp/policy/privacy-policy/), and it is certified by TRUSTe.
TRUSTe is an independent third party reviewer of privacy policies and practices under its
privacy seal program. All survey data including any email addresses, if any are owned by the
researcher, will not be resold or reused by SurveyMonkey. At the end of the research, the
SurveyMonkey account used to create the questionnaire was cancelled in order to enable the
automatic deletion of all collected data from SurveyMonkey.

Participants can contact the researchers for any concern or complaint, or if an independent
person is preferred, the participant can contact the university’s Human Research Ethic Officer.
For Chinese speaking participants, they may contact the university local secretariat in Hong
Kong. All contact information was given in the participant information sheet. Both the
English and Chinese participation information sheet and the translation certification can be
found in Appendices 3.7, 3.8 and 3.9.
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3.8.

ANALYSIS

The primary quantitative analysis tool for the research was SPSS software. Several
preliminary actions were performed to prepare the data after collecting all the necessary
research data from the sample. These included the coding and editing of the questionnaire
responses; the handling of any data omissions; transformation of data; creation of a data file;
becoming familiar with the data; and testing the goodness of fit of the data.

Data from completed questionnaires was exported from the SurveyMonkey platform into an
Excel file before being imported into SPSS version 18. Once inside SPSS, the data was
checked and coded before further analysis. Several statistical methods were used to test and
analyse the data.

Frequencies and cross tabulations were used to describe the sample demographics such as
gender and age. Bar charts, pie charts and histograms were used to present information in a
visual way to help the researcher comprehend the data. The data dispersion and central
tendency could be generally observed on the histogram.

The survey has three main constructs (loyalty program, store satisfaction and store loyalty),
but within these three constructs, there are other sub-constructs that form each of the three
constructs. The constructs are the summation scales of the sub-constructs. These subconstructs use multiple items to measure each of them. The multiple-level construct approach
enabled measurement to be effected at either the detailed level or the aggregate level.

In testing the goodness of fit of the data, Cronbach’s alpha test was executed when testing the
‘summation’ scale and to ensure the Cronbach’s alpha was at the minimum of 0.7 for the scale
to be reliable. Inter-item consistency reliability was performed to test the consistency of the
67

respondents’ answers. In theory, the independent items that measured the same concept had a
correlation with each other. The most common Cronbach’s coefficient alpha (Cronbach,
1946) was used to test the inter-item consistency reliability. Cronbach coefficient alpha is
considered a fully adequate index of the inter-item consistency reliability (Cavana, Delahaye
& Sekaran, 2001). The alpha measured the inter item correlations between zero and one
where one is a perfect correlation and zero is no correlation.

Items that had low inter-item correlation were removed from the measure in order to increase
the consistency and reliability of the measure (Nunnally & Bernstein, 1994). A single
construct consistency can be measured by investigating the alpha value. The alpha value
needs to be a minimum 0.7 to be acceptable (Nunnally, 1978), and any lower value suggests
that the researcher should recheck the inter-item correlation of each item. Removing an item
with low correlation increases the alpha value, and the reliability of the measure increases
with the alpha value (Ghauri & Gronhaug, 2010). Thus, researchers should systematically
remove low correlation items until the maximum alpha value is obtained.

The Chi-square test was used to analyse nominal data that were nonparametric. There were no
standard deviation and means in the nominal data to infer population parameters, hence a chisquare test was well suited in this case. The Chi-square test assumed that the data was in
frequency form; the target population was represented by the sample, and each observation
was segregated and independent of other observations (Grimm, 1993).

Factorial validity, a multivariate technique was used to confirm, whether or not the theorised
dimensions existed. A factorial design combining at least two independent variables was used
to find the interaction amongst independent variables and where the interaction produced a
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behaviour effect (Edgington, 1974). The effect (main effects) of each independent variable
were revealed individually as well as jointly (the interaction) in a factorial design.

Regression test was used to determine the relationship between the customer loyalty program
and store loyalty, and between the customer loyalty program and customer satisfaction. Linear
regression was used to predict the independent variable effect on a correlated variable when
the values of both variables were available. The test was performed to investigate the
relationship between the variables in the research question so that the hypotheses could be
denied or accepted (Grimm, 1993). Univariate linear regression was used when there was one
independent variable, and multivariate linear regression was used when there was more than
one independent variable. In both cases of univariate and multivariate regression, there can
only be one dependent variable.

The Partial Least Square graph was used to investigate the interactions amongst the loyalty
program, store satisfaction and store loyalty constructs to ascertain the theoretical equation
model. The Beta in the various statistical tests was interpreted in terms of the relationship
between the variables. The R2 informs the variance amount in the dependent variable that can
be explained by the independent variables (Cavana et al., 2001).

The independent samples t-test was used to test the store loyalty mean of those who joined the
customer loyalty program and did not join the customer loyalty program. The independent
samples t-test was used to find a significant difference in the mean of two sample groups. For
more than two groups a mean comparison, Analysis of Variance (ANOVA) test, is used.
Although multiple independent samples t-test can also be performed for a multiple group
comparison, it is not as straightforward as ANOVA (Grimm, 1993).

69

One-way ANOVA is used when the independent variable in a study has more than one level.
Two-way ANOVA is used when there is more than one factor. Both the methods assume that
the populations from which the samples are drawn are normally distributed with equal
variance. While minor violation of this assumption is not critical, it is mandatory that each
subject’s score on the dependent variable is independent of every other subject’s score
(Grimm, 1993). When the two assumptions are not strictly met, the F test could supplement
the result.
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CHAPTER 4 – FINDINGS

4.1.

INTRODUCTION

Chapter 4 contains the analyses and results of the data collected through the online
questionnaire. There were in total 246 respondents, but only 205 respondents completed the
questionnaire. As incomplete questionnaires were considered a withdrawal of consent, only
205 completed responses were used in the data analyses with 41 incomplete responses
discarded.

There are four sections in Chapter 4. The first section details the sample demographic. The
second section provides the reliability and conformity results of the multi item scales used to
measure the different components of the model. The third section drills into the descriptive
statistics of the different scale, hypothesis testing, and its analysis results. The fourth and
final section summarises and concludes the chapter.

4.2.

SAMPLE DEMOGRAPHICS

The sample demographics are presented in the form of descriptive statistics. Descriptive
statistics provide an overview of the data to provide an initial perspective of data. The
demographic data collected include gender, age, the number of regular supermarket shops
attended, the name of the regular supermarket, shopping frequency, average basket per
shopping trip, supermarket loyalty program subscription, length of loyalty program
subscription, number of supermarket loyalty programs subscribed to, and reward redemptions.
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4.2.1. Demographic Descriptive Statistics

Most respondents (86.8%) are aged between 31 and 55 years. The top three age strata of
respondents are 41–45 (22.9%), 36–40 (20%), and 46–50 (17.6%).

Age Group
(years)
18-25

Valid

Age
Per cent

Frequency

Valid Per cent

4

2.0

2.0

Cumulative
Per cent
2.0

26-30
31-35

11
31

5.4
15.1

5.4
15.1

7.3
22.4

36-40
41-45
46-50

41
47
36

20.0
22.9
17.6

20.0
22.9
17.6

42.4
65.4
82.9

51-55
56-60
61-65
66-70

23
5
4
1

11.2
2.4
2.0
.5

11.2
2.4
2.0
.5

94.1
96.6
98.5
99.0

76-80
Total

2
205

1.0
100.0

1.0
100.0

100.0

Table 4.1: Descriptive Statistics for Respondent Age Groups

There were more females (62.4%) than males (37.6%) amongst the 205 sample respondents.

Gender
Frequency

Valid

Male
Female
Total

77
128
205

Per cent

Valid Per cent

37.6
62.4
100.0

Table 4.2: Descriptive Statistic for Respondents Gender
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37.6
62.4
100.0

Cumulative Per
cent
37.6
100.0

All respondents shop at the supermarket between 0.23 and 7 times a week. The mean of the
weekly shopping frequency is 1.6089 with a standard deviation of 1.18537.

Weekly Shopping Frequency

N

Valid
Missing

Mean
Median
Std. Deviation
Range
Minimum
Maximum

205
0
1.6089
1.0000
1.18537
6.77
.23
7.00

Table 4.3: Descriptive Statistics for Weekly Shopping Frequency

The mean number of regular supermarkets that the respondents shop at is 2.6 with a standard
deviation of 1.182. The minimum number of regular supermarkets attended is 1 and
maximum is 11.

Number of Regular
Supermarket

N

Valid
Missing

Mean
Median
Std. Deviation
Range
Minimum
Maximum

205
0
2.60
2.00
1.182
10
1
11

Table 4.4: Descriptive Statistics for Number of Regular Supermarket
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In terms of the focal supermarket, the top three choices of the 205 respondents were
ThreeSixty (35.6%), Wellcome (31.7%), and Park n Shop (10.7%). The top three choices
combined represented 78% (160) of the total responses.

Focal Supermarket
Frequency

Valid

Per cent

Valid Per cent

Cumulative
Per cent

City’super
Great
International
Jusco

11
1
3
12

5.4
.5
1.5
5.9

5.4
.5
1.5
5.9

5.4
5.9
7.3
13.2

Market Place

4

2.0

2.0

15.1

Park n Shop
ThreeSixty
Vanguard
Wellcome

22
73
4
65

10.7
35.6
2.0
31.7

10.7
35.6
2.0
31.7

25.9
61.5
63.4
95.1

Kaiboo
UNY
Apita
Taste

1
2
1
5

.5
1.0
.5
2.4

.5
1.0
.5
2.4

95.6
96.6
97.1
99.5

Fusion
Total

1
205

.5
100.0

.5
100.0

100.0

Table 4.5: Descriptive Statistics for the Focal Supermarket

In terms of the average basket per shopping trip, 42% (86) of respondents spent between $100
and $199, 19% (39) spent between $200 and $299, and 19% (39) spent less than $100. In
short 80% (164) of all respondents spent less than $300 per shopping trip, whilst he remaining
20% (41) respondents spent $300 or more on average..
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Average Basket Per Shopping Trip
Frequency

Valid

Percent

Valid Percent

Cumulative
Percent

<$100
$100-$199
$200-$299
$300-$399

39
86
39
20

19.0
42.0
19.0
9.8

19.0
42.0
19.0
9.8

19.0
61.0
80.0
89.8

$400-$499
$500-$599
$600-$699
$700-$799

10
4
3
1

4.9
2.0
1.5
.5

4.9
2.0
1.5
.5

94.6
96.6
98.0
98.5

$800-$899
>$1000
Total

1
2
205

.5
1.0
100.0

.5
1.0
100.0

99.0
100.0

Table 4.6: Descriptive Statistics for Average Expenditure Per Shopping Trip

Of the 205 respondents, 64.9% (133) subscribed to their focal supermarket loyalty program;
20.5% (42) did not join the offered loyalty program; and 14.6% (30) either did not know if
their focal supermarket offered a loyalty program, or else the supermarket did not have a
loyalty program.

Subscription to Supermarket Loyalty Program
Frequency

Valid
Missing
Total

Yes
No
Total
System

133
42
175
30
205

Percent
64.9
20.5
85.4
14.6
100.0

Valid Percent
76.0
24.0
100.0

Cumulative
Percent
76.0
100.0

Table 4.7: Descriptive Statistics for Subscription to Supermarket Loyalty Program
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The loyalty program subscription duration mean is 57.53 months or about four years and ten
months with a standard deviation of 28.189 months. The median duration is 48 months. The
minimum duration is zero, and the maximum is 144 months.

Supermarket Loyalty
Program Subscription
Duration in Month

N

Valid
Missing

Mean
Median
Std.Deviation
Range
Minimum
Maximum

133
72
57.53
48.00
28.189
144
0
144

Table 4.8: Descriptive Statistics for Supermarket Loyalty Program Subscription
Duration in Months

The 133 respondents who subscribed to a supermarket loyalty program have subscribed to a
mean 1.83 supermarket loyalty programs including the focal store in their responses, with a
standard deviation of 0.734. The total number of supermarket loyalty programs subscribed to
is in the range one to four.

Number of Supermarket
Loyalty Programs
Subscribed

N

Valid
Missing

Mean
Median
Std.Deviation
Range
Minimum

133
72
1.83
2.00
.734
3
1
76

Maximum

4

Table 4.9: Descriptive Statistics for Number of Supermarket Loyalty Programs
Subscribed

Within the 133 supermarket loyalty program subscribers, 73.7% (98) have previously
redeemed a reward offered by the loyalty program, while 26.3% (35) have never redeemed
any reward.

Rewards Redeemed
Frequency
Yes
Valid
Missing
Total

No
Total
System

Percent

Valid Percent

98

47.8

73.7

35
133
72
205

17.1
64.9
35.1
100.0

26.3
100.0

Cumulative
Percent
73.7
100.0

Table 4.10: Descriptive Statistics for Rewards Redeemed

4.2.2. Summary

In summary, the majority of the 205 respondents were aged between 31 and 55 (86.8%); 128
(62.4%) respondents were female; the respondents visited their focal supermarket a mean 2.6
times per week; shopped at a mean 2.6 supermarkets including their focal supermarket; and
80% spent less than an average $300 on their shopping trip. Most respondents shopped
primarily at ThreeSixty (35.6%), Wellcome (31.7%), and Park n Shop (10.7%).
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Of the 205 respondents, 64.9% (133) subscribed to supermarket loyalty programs and they
subscribed to a mean 1.83 supermarket loyalty programs, including their focal supermarket.
Out of the 133 respondents who subscribed to the loyalty programs, 26.3% (35) had never
redeemed any reward from the loyalty programs.

4.3.

CONSTRUCTS OPERATIONALIZATION

There are in total, three constructs and nine sub-constructs, created from multiple item scales.
The three constructs are Loyalty Program, Store Satisfaction and Store Loyalty. The subconstructs Hard Attributes and Soft Attributes form the Loyalty Program construct;
Merchandise, Trading Format, Customer Service and Customer Communication form the
Store Satisfaction construct; and Commitment, Word of Mouth and Behavioural form the
Store Loyalty construct. Principal component analysis is performed to ensure the existence of
the dimensions, and Cronbach’s alpha test is performed to ensure good internal reliability.

The Statistical Package for the Social Sciences (SPSS) is used to perform the principal
component analyses and internal reliability analyses. The constructs of the model defined
within the original framework (Bridson et al., 2008) are examined in a two-stage principal
component analysis. The first stage examines the nine sub-construct scales (Soft Attributes,
Hard Attributes, Merchandise, Trading Format, Customer Services, Customer
Communication, Commitment, Word of Mouth and Behavioural) to test if the theoretical
dimensions exist within the responses. Once the dimensions are confirmed, an internal
reliability test using Cronbach’s alpha is performed on each of the sub-construct scales
defined by the dimension. A stage two principal component analysis is then executed to
determine the existence of the three construct scale dimensions (Loyalty Programs, Store
Satisfaction and Store Loyalty).
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4.3.1. Sub-construct Scales Principal Component Analysis

There are 47 items defined to form the nine sub-construct scales. The value 0.50 is used as the
cut-off in the principal component analyses, due to the large number of variables that need to
be analysed (Hair, Anderson, et al., 1998). The first stage principal component analysis
reveals that not all dimensions or constructs within the original framework, exist.

Customer Communication, as measured by the survey instrument questions 39 to 42, does not
seem to exist. Instead, the survey instrument questions 29, 30, 39, 40 and 42 form a new
dimension that was not been defined within the original framework. A detailed examination
into the survey instrument questions 29, 30, 39, 40 and 42 found that they are related to
merchandise offerings or price. It made logical sense that price image is an important
component of store satisfaction in the supermarket industry as there is very low switching
cost. Following this result, the construct Price Image was added, and Customer
Communication was removed from the framework.

Another difference compared to the original framework was the Location dimension that was
originally designed to measure Trading Format. The fact that the supermarket is paying more
for real estate in a strategic location suggests that somehow supermarket location is important
to the business. A high population density location would have a better chance of attracting
more customers, but there is no study for Hong Kong that suggests a good location generates
more store loyalty.

To conclude the stage one principal component analysis, the Merchandise construct has two
items less, Trading Format has one item less, and Customer Service has one item more. Two
new sub-constructs, Price Image and Location that were not within the original framework,
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have been added. The summary of the principal component analysis can be found in Table
4.11.

1
HardAttr_Q11
HardAttr_Q12
HardAttr_Q13
HardAttr_Q14
HardAttr_Q15
SoftAttr_Q16
SoftAttr_Q17
SoftAttr_Q18
SoftAttr_Q19
SoftAttr_Q20
SoftAttr_Q21
SoftAttr_Q22
SoftAttr_Q23
SoftAttr_Q24
Merchandise_Q25
Merchandise_Q26
Merchandise_Q27
Merchandise_Q28
Merchandise_Q29
Merchandise_Q30
TradFormat_Q31
TradFormat_Q32
TradFormat_Q33
TradFormat_Q34
CustService_Q35
CustService_Q36
CustService_Q37
CustService_Q38
CustComm_Q39
CustComm_Q40
CustComm_Q41
CustComm_Q42
Commitment_Q43
Commitment_Q44
Commitment_Q45
Commitment_Q46

.630
.615
.741
.815
.881
.886
.758
.875
.846

2
.817
.745
.816
.858
.747
.541
.623

3

4

Component
5
6

7

8

9

10

.714
.755
.771
.797
.715
.748
.852
.804
.776
.770
.761
.836
.890
.812
.700
.555
.533
.579
.838
.820
.698
.603
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Commitment_Q47
WOM_Q48
WOM_Q49
WOM_Q50
WOM_Q51
WOM_Q52
Behavioural_Q53
Behavioural_Q54
Behavioural_Q55
Behavioural_Q56
Behavioural_Q57
Behavioural_Q58

.564
.672
.806
.767
.624
.613
.723
.589
.739
.679
.868
.727

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
a.Rotation converged in 8 iterations.
Table 4.11: Rotated Component Matrix for Sub-construct scales

4.3.2. Sub-construct Scales Reliability

The sub-construct scale reliability tests returned very high Cronbach’s alpha values for all the
sub-construct scales. All Cronbach’s alpha values are well above the acceptable level of 0.70
(Nunnally, 1978), and it suggests that the scales are reliable. One item was deleted from the
scale Customer Services, to increase the Cronbach’s Alpha value from 0.923 to 0.942. This
deleted item was originally designed to measure Customer Communication, but it is indicated
in the principal component analysis, to be related to Customer Services. The summary of the
tests is listed in Table 4.12.

Cronbach’s Alpha Test Summary

Scales
Hard Attributes

Cronbach’s
Alpha
0.916

Number of Items
5

Deleted Items
None

Soft Attributes

0.959

9

None
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Merchandise

0.907

4

None

Trading Format

0.910

3

None

Customer Services

0.942

4

1

Price Image

0.896

5

None

Commitment

0.833

5

None

Word-of-Mouth

0.912

5

None

Behavioural

0.885

6

None

Table 4.12: Sub-construct Scales Reliability Cronbach’s Alpha Tests

4.3.3. Construct scales Principal Component Analysis

Following the sub-construct scale reliability tests in Section 4.4.2, the sub-construct scales
were calculated by the average of the sum of the items in the scales presented in Table 4.13
after testing for internal reliability. A second stage principal component analysis was run to
test the construct dimensions listed in the original framework. The result was as expected and
can be found in Table 4.13.
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Component
2

1
Hard Attributes
Soft Attributes
Merchandise
Trading Format
Customer Services
PriceImage
Location
Commitment
Word of Mouth
Behavioural

3
.909
.835

.687
.809
.699
.683
.607
.843
.837
.731

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.
a.Rotation converged in 4 iterations.
Table 4.13: Rotated Component Matrix for Construct scales

4.3.4. Construct scales Reliability

Based on the construct scales principal component analysis result, a Cronbach’s alpha test
was performed on the scales, Loyalty Program, Stores Satisfaction and Store Loyalty. The test
returned a Cronbach’s alpha value of 0.768 for Loyalty Program, 0.873 for Store Satisfaction
after removing the item Location, and 0.785 for Store Loyalty. The summary of the test is
listed in Table 4.14.
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Cronbach's
Alpha
0.768
0.873
0.785

Scales
Loyalty Program
Store Satisfaction
Store Loyalty

Number of Items
2
4
3

Deleted Items
None
1
None

Table 4.14: Construct scales Reliability Cronbach’s Alpha Tests

4.3.5. Constructs Descriptive Statistics

The descriptive statistics for every sub-construct, namely, Soft Attributes, Hard Attributes,
Merchandise, Trading Format, Customer Communication, Customer Service, Commitment,
Word-of-Mouth and Behavioural, suggest a normal distribution with fair central tendencies
and dispersion. Tables 4.15, 4.16 and 4.17 present the summary. The following presents the
interpretation of the histogram.
Hard
Attributes
N

Valid
Missing

Mean
Median
Std.Deviation
Skewness
Std.Error of Skewness
Kurtosis
Std.Error of Kurtosis
Minimum
Maximum

Soft
Attributes

Merchandise

Trading
Format

Customer
Services

133

133

205

205

205

72

72

0

0

0

4.7564
5.0000
1.63880
-.607
.210
-.508
.417
1.00
7.00

3.7419
3.8889
1.57061
.167
.210
-.788
.417
1.00
7.00

4.6646
4.7500
.96446
-.299
.170
1.028
.338
1.00
7.00

4.5236
4.6667
1.04220
-.206
.170
.197
.338
1.00
7.00

4.5951
4.7500
1.04967
-.265
.170
.258
.338
1.00
7.00

Table 4.15: Descriptive Statistic for Hard Attributes, Soft Attributes, Merchandise,
Trading Format and Customer Services
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N

Valid
Missing

Mean
Median
Std.Deviation
Skewness
Std.Error of Skewness
Kurtosis
Std.Error of Kurtosis
Minimum
Maximum

Price
Image
205
0
3.9990
4.0000
1.13630
-.224
.170
-.149
.338
1.00
7.00

Location

Commitment

205
0
5.3951
5.0000
1.19023
-.312
.170
-.335
.338
1.00
7.00

205
0
3.0429
3.0000
1.24464
.319
.170
-.287
.338
1.00
7.00

Word of Behavioural
Mouth
205
205
0
0
3.4215
4.3878
3.6000
4.5000
1.26302
1.13694
-.112
-.551
.170
.170
-.424
-.197
.338
.338
1.00
1.00
7.00
7.00

Table 4.16: Descriptive Statistics for Price Image, Commitment, Word-of-Mouth and
Behavioural

N

Valid
Missing

Mean
Median
Std.Deviation
Skewness
Std.Error of Skewness
Kurtosis
Std.Error of Kurtosis
Minimum
Maximum

Statistics
Loyalty Program
133
72
4.2491
4.3333
1.44627
-.315
.210
-.610
.417
1.00
7.00

Store Satisfaction
205
0
4.6355
4.6733
.83683
-.190
.170
1.019
.338
1.00
7.00

Store Loyalty
205
0
3.6174
3.6778
1.01683
-.082
.170
.242
.338
1.00
7.00

Table 4.17: Descriptive Statistics for Loyalty Program, Store Satisfaction and Store
Loyalty
The descriptive statistics that are important to note are the mean, standard deviation, skewness
and kurtosis. Standard deviation provides an idea of the data spread from the mean value in an
asymmetric distribution. A low standard deviation suggests the distribution of most data is
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close to the mean value, and a large standard deviation suggests that data points are spread
further from the mean. Skewness measures the asymmetry of the distribution where a positive
value indicates the data frequency is higher to the left of the mean value and the median is a
lesser value than the mean, while a negative value indicates the data frequency is higher to the
right of the mean value and the median exceeds the mean. A perfectly symmetrical
distribution will have the histogram of frequencies mirroring each other either side of the
mean. Lastly, kurtosis measures the peak of the data distribution. Positive kurtosis indicates a
high peak (leptokurtic) while negative kurtosis indicates a flat peak (platykurtic).

Figure 4.1: Histogram of Hard Attributes
The histogram of Hard Attributes in Figure 4.1 shows that the data distribution is skewed to
the left and not symmetrically distributed. The median value is a more appropriate measure of
the central tendency of the data in this case. The variable Hard Attributes has a mean of 4.76
with a standard deviation of 1.639 and a median of 5.00. The skewness of -0.607 suggests that
the distribution is skewed to the left, and the negative kurtosis of -0.508 suggests a relatively
flat peak in the distribution.

86

Figure 4.2: Histogram of Soft Attributes

The histogram of Soft Attributes in Figure 4.2 shows that the data distribution is slightly
skewed to the right and not symmetrically distributed. The median value is a more appropriate
measure of the central tendency of the data in this case. The variable Soft Attributes has a
mean of 3.74 with a standard deviation of 1.571 and a median of 3.89. The skewness of 0.167
confirms the distribution is skewed to the right, and the negative kurtosis of -0.788 suggests a
relatively flat peak in the distribution.

Figure 4.3: Histogram of Merchandise
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The histogram of Merchandise in Figure 4.3 shows that the data distribution is fairly
symmetrically distributed. However the negative skewness of -0.299 suggests that the
distribution is slightly skewed to the left. The median value is a more appropriate measure of
the central tendency of the data in this case. The variable Merchandise has a mean of 4.66
with a standard deviation of 0.964 and a median of 4.75. The kurtosis of 1.028 suggests a
relatively high peak in the distribution.

Figure 4.4: Histogram of Trading Format

The histogram of Trading Format in Figure 4.4 shows that the data distribution is fairly
symmetrically distributed. However the negative skewness of -0.206 suggests that the
distribution is slightly skewed to the left. The median value is a more appropriate measure of
the central tendency of the data in this case. The variable Trading Format has a mean of 4.52
with a standard deviation of 1.042 and a median of 4.67. The kurtosis of 0.197 suggests a
relatively high peak in the distribution.
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Figure 4.5: Histogram of Customer Services

The histogram of Customer Services in Figure 4.5 shows that the data distribution is fairly
symmetrically distributed. However the negative skewness of -0.265 suggests that the
distribution is slightly skewed to the left. The median value is a more appropriate measure of
the central tendency of the data in this case. The variable Customer Services has a mean of
4.60 with a standard deviation of 1.050 and a median of 4.75. The kurtosis of 0.258 suggests a
relatively high peak in the distribution.

Figure 4.6: Histogram of Price Image
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The histogram of Price Image in Figure 4.6 shows that the data distribution is fairly
symmetrically distributed. However the negative skewness of -0.224 suggests that the
distribution is slightly skewed to the left. The median value is a more appropriate measure of
the central tendency of the data in this case. The variable Price Image has a mean of 4.00 with
a standard deviation of 1.136 and a median of 4.00. The negative kurtosis of -0.149 suggests a
relatively flat peak in the distribution.

Figure 4.7: Histogram of Location

The histogram of Location in Figure 4.7 shows that the data distribution is skewed to the left
and not symmetrically distributed. The median value is a more appropriate measure of the
central tendency of the data in this case. The variable Location has a mean of 5.40 with a
standard deviation of 1.19 and a median of 5.00. The negative skewness of -0.312 confirms
the distribution is skewed to the left, and the negative kurtosis of -0.335 suggests a relatively
flat peak in the distribution.
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Figure 4.8: Histogram of Commitment

The histogram of Commitment in Figure 4.8 shows that the data distribution is skewed to the
right and not symmetrically distributed. The median value is a more appropriate measure of
the central tendency of the data in this case. The variable Commitment has a mean of 3.04
with a standard deviation of 1.245 and a median of 3.00. The skewness of 0.319 confirms the
distribution is skewed to the right, and the negative kurtosis of -0.287 suggests a relatively flat
peak in the distribution.

Figure 4.9: Histogram of Word-of-Mouth
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The histogram of Word-of-Mouth in Figure 4.9 shows that the data distribution is fairly
symmetrically distributed. However, the skewness of -0.112 suggests that the distribution is
slightly skewed to the left. The median value is a more appropriate measure of the central
tendency of the data in this case. The variable Word of Mouth has a mean of 3.42 with a
standard deviation of 1.263 and a median of 3.60. The negative kurtosis of -0.424 suggests a
relatively flat peak in the distribution.

Figure 4.10: Histogram of Behavioural

The histogram of Behavioural in Figure 4.10 shows that the data distribution is slightly
skewed to the left and not symmetrically distributed. The median value is a more appropriate
measure of the central tendency of the data in this case. The variable Behavioural has a mean
of 4.39 with a standard deviation of 1.137 and a median of 4.50. The negative skewness of 0.551confirms the distribution is skewed to the left, and the negative kurtosis of -0.197
suggests a relatively flat peak in the distribution.
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Figure 4.11: Histogram of Loyalty Program

The histogram of Loyalty Program in Figure 4.11 shows that the data distribution is slightly
skewed to the right and not symmetrically distributed. The median value is a more appropriate
measure of the central tendency of the data in this case. The variable Loyalty Program has a
mean of 4.25 with a standard deviation of 1.446 and a median of 4.33. The negative skewness
of -0.315 suggests that the distribution is skewed to the left instead of what is suggested by a
visual inspection of the histogram. The negative kurtosis of -0.610 suggests relatively flat
peak in the distribution.

Figure 4.12: Histogram of Store Satisfaction
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The histogram of Store Satisfaction in Figure 4.12 shows that the data distribution is fairly
symmetrically distributed. However, the skewness of -0.190 suggests that the distribution is
slightly skewed to the left. The median value is a more appropriate measure of the central
tendency of the data in this case. The variable Store Satisfaction has a mean of 4.64 with a
standard deviation of 0.837 and a median of 4.67. The kurtosis of 1.019 suggests a relatively
high peak in the distribution.

Figure 4.13: Histogram of Store Loyalty

The histogram of Store Loyalty in Figure 4.13 shows that the data distribution is fairly
symmetrically distributed. However, the skewness of -0.082 suggests that the distribution is
slightly skewed to the left. The median value is a more appropriate measure of the central
tendency of the data in this case. The variable Store Loyalty has a mean of 3.62 with a
standard deviation of 1.017 and a median of 3.68. The kurtosis of 0.242 suggests a relatively
high peak in the distribution.
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4.3.6. Summary

The principal component analysis at the sub-construct scale level has revealed that the
customer communication dimension in the original framework does not prevail in this study,
and instead the price image dimension has revealed itself. According to the construct scales
principal component analysis, the revised sub-construct scales do not alter the constructs, but
form part of the Store Satisfaction construct. However, the location dimension found in the
sub-construct scales principal component analysis had to be removed to increase the internal
consistency of the Store Satisfaction construct from 0.834 to 0.873.

The mean and standard deviation values for the nine sub-construct scales are as follows: Hard
Attributes (mean 4.76 and standard deviation 1.639), Soft Attributes (mean 3.74 and standard
deviation 1.571), Merchandise (mean 4.42 and standard deviation 1.005), Trading Format
(mean 4.52 and standard deviation 1.042), Customer Services (mean 4.60 and standard
deviation 1.050), Customer Communication (mean 4.05 and standard deviation 1.068),
Commitment (mean 3.04 and standard deviation 1.245), Word-of-Mouth (mean 3.42 and
standard deviation 1.263), and Behavioural (mean 4.39 and standard deviation 1.137). Table
4.18 presents the correlations with mean and standard deviation of the constructs.
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1
1

Hard Attributes

2

Soft Attributes

1

3

1

2

3

4

5

6

7

8

9

10

11

12

13

4.756(1.639)
.624**

3.742(1.571)

Merchandise

.321**

.391**

4.665(.964)

4

Trading Format

.153

.279**

.630**

4.524(1.042)

5

Customer Services

.226**

.334**

.612**

.657**

4.595(1.050)

6

Price Image

.372**

.450**

.676**

.606**

.625**

3.999(1.136)

7

Location

.131

.188*

.359**

.382**

.293**

.305**

5.395(1.190)

8

Commitment

.027

.208*

.238**

.205**

.246**

.326**

-.006

3.043(1.245)

9

Word of Mouth

.146

.408**

.382**

.357**

.362**

.472**

.047

.586**

10 Behavioural

3.422(1.263)
.582** 4.388(1.137)
.304** .241** 4.249(1.446)

.173*

.264**

.405**

.353**

.380**

.473**

.236** .479**

1

.906**

.897**

.394**

.238**

.310**

.455**

.176*

12 Store Satisfaction

.322**

.437**

.827**

.832**

.809**

.822**

.619** .255**

.409**

.472**

.420**

4.636(.837)

13 Store Loyalty

.133

.348**

.406**

.363**

.392**

.505**

.105

.870**

.809**

.265**

.449**

11 Loyalty Program

.128
.829**

3.617(1.017)

N=200 unless marked with 1. N=133
Construct means (with standard deviations) [and internal reliability] are presented on the diagonal and construct correlations are presented on the
off-diagonal.
**. Correlation is significant at the 0.01 level (2-tailed).
*. Correlation is significant at the 0.05 level (2-tailed).
Table 4.18: Constructs correlation table with means and standard deviations
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4.4.

HYPOTHESES TESTING

This section presents the statistical test results and their interpretation.

4.4.1. H1: There is a difference in Store Loyalty between Loyalty Program Members
and Non loyalty Program Members

The one-sample t-test is used to test the mean difference between two groups from the same
sample. The result suggests that there is no significant difference (p-value > 0.05) in Store
Loyalty mean value between loyalty program members (3.66 mean with 1.019 standard
deviation) and non-loyalty program members (3.55 mean with 1.017 standard deviation).
However at the sub-construct scale level, it is found that there is a significant difference (pvalue = 0.006, ≤ 0.5) in the mean value of the variable Behavioural between loyalty program
members (4.55 mean with 1.112 standard deviation) and non-loyalty program members (4.09
mean with 1.131 standard deviation). As the hypothesis has to be measured at the Store
Loyalty construct scale level, H1 is rejected (p-value > 0.05).

4.4.2. H2: Loyalty Program has a significant and positive relationship with Store
Loyalty

Linear regression was used to test the predictive power of the independent variable Loyalty
Program on the dependent variable Store Loyalty. The result shows that the construct scale
Loyalty Program explains seven percent of the variance in Store Loyalty, 1.6% of
Commitment, 9.2% of Word-of-Mouth and 5.8% of Behavioural. At the Loyalty Program
sub-construct scale level, it was found that Hard Attributes is not a significant predictor of
Store Loyalty and its sub-construct variables. However Hard Attributes and Soft Attributes
combine to explain 13.3% of the variance in Store Loyalty, 6% of Commitment, 18.5% of
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Word-of-Mouth and 18% of Behavioural. Table 4.19 presents the summarized results of the
regression tests with the construct scale predictor test presented in model 1, and sub-construct
scale predictor test presented in model 2.

H2 is accepted based on the model 1 result with p-value ≤ 0.05 for Store Loyalty even though
only 7% of the variance in Store Loyalty is explainable by Loyalty Program. A one unit
increase in the Loyalty Program scale measurement will increase Store Loyalty by 0.186 in
the scale unit. It is also worth noting that the loyalty program membership duration does not
moderate the relationship between Loyalty Program and Store Loyalty.

Store Loyalty

Commitment

Word-ofMouth

Behavioural

.186** (3.139)
.070
.063
9.856**

.115 (1.480)
.016
.009
2.189

.258***(3.653)
.092
.086
13.345***

.185** (2.845)
.058
.051
8.094**

-.086 (-1.317)
.282***(4.151)
.133
.119
9.947***

-.133 (-1.542)
.259* (2.871)
.060
.046
4.173*

-.133 (-1.753)
.405***(5.116)
.185
.173
14.789***

.010 ( .131)
.180* (2.351)
.070
.055
4.861**

Model 1
Loyalty Program β
R2
Adjusted R2
F-ratio

Model 2
Hard Attributes β
Soft Attributes β
R2
Adjusted R2
F-ratio
*** p-value ≤ 0.001
** p-value≤ 0.01
* p-value ≤ 0.05

Table 4.19: Regression Test on Store Loyalty
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4.4.3. H3: Loyalty Program has a significant and positive relationship with Store
Satisfaction.

In testing the predictive power of the Loyalty Program on Store Satisfaction, the regression
test found that Loyalty Program explains 17.6% of the variance in Store Satisfaction, 15.5%
in Merchandise, 5.7% in Trading Format, 9.6% in Customer Services and 20.7% in Price
Image. Stepwise regression is also used to find other significant predictors of Store
Satisfaction. Adding Location to the predictor enable the explanatory power to increase to,
43.3% for Store Satisfaction, 20% for Merchandise, 12.7% for Trading Format, 11.7% for
Customer Services and 24.9% for Price Image. The detail is presented in models 1 and 2 in
Table 4.20.

At the Loyalty Program sub-construct scale level, similar to the result in H1, Hard Attributes
is not a significant predictor for Store Satisfaction or any of the Store Satisfaction subconstruct scales. Hard Attributes, Soft Attributes and Location combine to explain 44.3% of
the variance in Store Satisfaction, 20.5% in Merchandise, 14.4% in Trading Format, 13.1% in
Customer Services and 25.6% in Price Image. Table 4.20 presents the detail in model 3.

H3 is accepted based on the results of model 1 in Table 4.20. Customer Loyalty Program has
a significant and positive relationship with Store Satisfaction. Loyalty Program alone predicts
17.6% of the variance in Store Satisfaction and when combined with Location, predicts 43.3%
of the variance in Store Satisfaction. Similar to the prior hypothesis, loyalty program
membership duration does not moderate the relationship between Loyalty Program and Store
Satisfaction.
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Store
Satisfaction

Merchandise

Trading
Format

Customer
Services

Price Image

.226***(5.296)
.176
.170
28.043***

.254***(4.908)
.155
.149
24.088***

.162** (2.809)
.057
.050
7.889**

.210***(3.727)
.096
.089
13.889***

.363***(5.296)
.207
.201
34.204***

.177***(4.904)
.348***(7.664)
.433
.424
49.568***

.229***(4.470)
.173** (2.686)
.200
.187
16.221***

.130* (2.292)
.230** (3.239)
.127
.114
9.474***

.192***(3.387)
.126
(1.763)
.117
.103
8.611***

.334***(5.416)
.210** (2.710)
.249
.238
21.601***

.032
(0.814)
.148***(3.526)
.343***(7.582)
.443
.430
34.242***

.069
(1.215)
.163** (2.709)
.169** (2.617)
.205
.186
11.059***

-.024 (-.389)
.160* (2.427)
.223** (3.141)
.144
.124
7.240***

.016
(0.248)
.182** (2.748)
.119
(1.668)
.131
.111
6.472***

.102
(1.484)
.236***(3.276)
.204** (2.632)
.256
.239
14.794***

Model 1
Loyalty Program β
R2
Adjusted R2
F-ratio

Model 2
Loyalty Programβ
Location β
R2
Adjusted R2
F-ratio

Model 3
Hard Attributes β
Soft Attributes β
Location β
R2
Adjusted R2
F-ratio
*** p-value ≤0.001

** p-value≤ 0.01

* p-value ≤ 0.05

Table 4.20: Regression Test on Store Satisfaction

4.4.4. H4: Store Satisfaction mediates the relationship between Customer Loyalty
Program and Store Loyalty.

In investigating the Store Satisfaction mediation effect between Customer Loyalty Program
and Store Loyalty, three regression tests are executed to prove three conditions before
concluding a mediating effect. The three conditions are: (i) the independent variable has to
predict the mediating variable; (ii) the independent variable has to predict the dependent
variable; (iii) both the independent and mediating variables have to predict the dependent
variable with the independent variable beta value lower than that in (ii).

Loyalty Program predicts Store Satisfaction with high statistical significance (β = .226, pvalue ≤ 0.001) hence condition (i) is met. Loyalty Program predicts Store Loyalty with high
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statistical significance (β = .186, p-value ≤ 0.01) hence condition (ii) is met. When combining
Loyalty Program and Store Satisfaction to predict Store Loyalty, the prediction is statistically
significant (β = .051, p-value > 0.05, and β = .597, p-value ≤ 0.001 respectively).

The mediation analysis result suggests that the effect of the Loyalty Program on Store Loyalty
is indeed mediated by Store Satisfaction. Such a model is statistically significant (p-value ≤
0.001) and explains 24.1% of the variance in Store Loyalty. It is worth noting that while the
predictive power (R2) of Customer Satisfaction could increase from 17.6% to 43.3% by
including Location as the predictor on top of a Loyalty Program, such combination does not
well predict Store Loyalty, and Location alone does not predict Store Loyalty.

4.4.5. Stepwise Micro Scales Regression

In order to further understand which amongst the sub-construct scales in Loyalty Program and
Store Satisfaction has the statistically significant predictive power on Store Loyalty, a
stepwise regression is performed. Hard Attributes, Soft Attributes, Merchandise, Trading
Format, Customer Services, Price Image and Location are entered in the independent
variables list. The result shows that Price Image and Customer Services are the only two
statistically significant predictors in predicting Store Loyalty (β = .337, p-value ≤ 0.001, and β
= .195, p-value ≤ 0.05 respectively). Together, both the variables explain 26.9% of the
variance in Store Loyalty (p-value ≤ 0.001).

4.4.6. Summary

In summation, all hypotheses except H1 are accepted, but there is a variance in the model
when compared to the original framework. Although H1 is rejected at the aggregated
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construct level, it is important to note that the loyalty program has indeed increased store
loyalty in the behavioural dimension. It is found that the customer communication factor
within the store satisfaction does not exist within the sample data, and that the price image
factor arose instead. The location factor that is not within the original framework also appears
to increase the predictive power of Store Satisfaction when combined with a Loyalty Program
as the predictor. The findings and the framework variations are discussed in the following
chapter.
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CHAPTER 5 – DISCUSSION

5.1.

INTRODUCTION

This chapter discusses the findings of the research project detailed in Chapter 4. The findings
in Chapter 4 are similar to those of Bridson et al. (2008) at the aggregated constructs level,
though different at the sub-construct level. These details are important elements that
contribute to the betterment of the original model as well as offering a precise explanation to
practitioners in the supermarket industry. Thus, it is important to discuss the findings in detail.
The hypotheses and results are first discussed followed by the implications for researchers and
practitioners. Then the research project’s limitations are suggested before recommending
future research avenues and concluding the chapter.

5.2.

HYPOTHESES DISCUSSION

This section discusses the hypotheses and related findings in detail. The following is a
reminder of the hypotheses findings.

H1 is rejected. There is no difference in store loyalty between loyalty program
members and non-loyalty program members.

H2 is accepted. Loyalty program has a significant and positive relationship with store
loyalty.

H3 is accepted. Loyalty program has a significant and positive relationship with store
satisfaction.
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H4 is accepted. Store satisfaction mediates the relationship between loyalty program
and store loyalty.

5.2.1. Store Loyalty Difference between Loyalty Program Members and Non-loyalty
Program Members

H1 is rejected because there is no statistically significant difference when comparing the mean
value between the loyalty program members and non-members’ group. The finding is in
accord with the previous studies by Benavent & Crie (1998, 2000), Magi (2003), Liebermann
(1999) and Passingham (1998), that found no positive effect of loyalty cards on customers
revisiting the store. The literature offers several explanations for this, including: (i) loyalty
programs are most effective when the customer is not a loyalty program member of
competing firms (Magi, 2003; Meyer-Waarden, 2006); (ii) the firm launched a loyalty
program with the intention to mimic what its competitors were doing without understanding
the competitive advantage (Uncles, 1994); and (iii) low customer involvement cost (Oliva,
Oliver and MacMillan, 1992), and low risk when transacting with the store.

The sample’s median number of loyalty programs subscribed is two, and it suggests that half
of the respondents that subscribed to the loyalty program have at least one other store in mind
that they visit to fulfil their needs. This fact seems to support the Meyer-Waarden (2006) and
Magi (2003) suggestion that a loyalty program is less effective when the customer is also a
loyalty program member of a competing store. However, a one-way ANOVA test in
Appendix 5.1 shows that there is no significant mean difference amongst the respondents in
terms of the number of loyalty programs to which they are subscribed. Thus, the suggestion of
Meyer-Waarden (2006) and Magi (2003) are not applicable here, and it does not explain the
hypothesis finding.
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It is difficult to assess or judge if one loyalty program is created to mimic the offering of
competing stores. Furthermore, loyalty programs are not created equally, and there is no
measure within the questionnaire to answer the question. The closest examination that can be
made is to compare the store loyalty mean value amongst respondents with a different focal
store. The split file by focal store independent sample t-test, comparing the mean value of
store loyalty between loyalty program members and non-members in Appendix 5.2, reveals
that none of the supermarket banners have a statistically significant difference in store loyalty
between loyalty program members and non-members. Thus, the Uncles (1994) suggestion
also does not explain the finding in hypothesis one.

After ruling out the above two explanations, there only leaves the explanation of low
customer transaction cost and low risk. While the questionnaire design does not collect any
data that measures the customer risk and transaction cost, it is logical to assume that the
customer risk is low as the product quality lies mostly with the manufacturer, not the
supermarket. Therefore, the loss in overpaying for grocery items is limited and small
compared to investing in more expensive goods like a car. The proximity of competing stores
does give the customers an option to shop including buying specific items that the customer
perceived as cheaper at a specific store. Thus, there is no strong compelling reason to be loyal
to one supermarket for the loyalty reward is often small in value.

5.2.2. Customer Loyalty Program has Significance and Positive Relationship with Store
Loyalty.

The hypothesis testing suggests that the loyalty program is a statistically significant predictor
of store loyalty. This is in accord with the findings from Bridson et al. (2008) and Smith et al.
(2003) in their respective studies that loyalty programs can increase store loyalty. While it
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may seem to refute claims that loyalty programs are ineffective in increasing store loyalty, a
loyalty program is only able to explain seven per cent of the variance in store loyalty.
Furthermore, only the soft attributes component of the loyalty program is significant to the
prediction.

The insignificant hard attributes component in the loyalty program is a major contrast
compared to the Bridson et al. (2008) finding where both hard and soft attributes were
significant. Not only the hard attributes component is insignificant in predicting store loyalty,
it is also insignificant in predicting the store loyalty sub-constructs like commitment, word-ofmouth and behavioural. There are probably two explanations for the findings. First, most
supermarkets are still using mass marketing and offer little or no immediate price advantage
or reward over non-loyalty program members, so it bears little or no effect on store loyalty.
Dowling and Uncles (1997, p. 79) suggest that ‘probably the least useful rewards for customer
loyalty are free gifts such as loyalty tickets; these are nice to receive but tend to be only shortterm tactical froth’. Second, tangible rewards help to shift customer focus from sales services
to the product itself and in the process detract customer loyalty from the store (Roehm et al.,
2002).

The soft attributes component is a significant predictor for store loyalty and its sub-constructs
(commitment, word-of-mouth and behavioural). Maybe the additional services or soft
attributes that come with the loyalty programs are more valuable to the members because it
affects the shopping experience of the customers. However it is not enough to make the
customers feel committed. These findings are consistent with several researchers’ speculation
that soft attributes appeal to the attitudinal component of the loyalty (Barlow, 1996).
Considering that soft attributes are services in nature, it is sensible to assume that soft
attributes appeal to customer attitudes better than hard attributes.
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Given the relationship marketing goal is to establish mutual benefits for both parties in the
relationship (O’Malley & Tynan, 2000), the inclusion of both hard and soft attribute
components is important in the design of a loyalty program. The relationship between loyalty
program and store loyalty can potentially be more than creating a temporary boost in sales
incurred by promotions for loyalty program members, supporting McGoldrick and Andre’s
(1997) findings. As hard attributes could detract potential customer loyalty (Roehm et al.,
2002), managers should consider focusing primarily on soft attributes while not negating the
hard attributes that can boost short term sales when designing a loyalty program.

5.2.3. Customer Loyalty Program has a Significant and Positive Relationship with
Store Satisfaction.

The store satisfaction measurement compared to the original scale used in Bridson et al.
(2008) has been tweaked to reflect the price image dimension identified in the principal
component analysis in Chapter 4. The customer communication dimension is removed as the
factorial analysis test reveals its non-existence. This should not come as a surprise given that
low prices are only second to store location in the importance of the store characteristic of
concern to the customers (Arnold et al., 1983). Also, the price explains a significant part of
the variance in store satisfaction in the study by Miranda et al. (2005). Having the price image
missing from the original framework is more questionable but that could be because the price
was not a sensitive factor that could affect satisfaction in the health and beauty industry
(Bridson et al., 2008).

The loyalty program is a better predictor of stores satisfaction than store loyalty, and it is
found to explain 17% of the variance in store satisfaction versus 9% of the variance in store
loyalty. At the sub-constructs level, the hard attributes component is again found to be an
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insignificant predictor of store satisfaction or any of its sub-constructs (merchandise, trading
format, customer services and price image). In contrast to the hard attributes component, the
soft attributes component is a significant predictor of store satisfaction and all its subconstructs. At the aggregated construct level, the findings are consistent with the original
model (Bridson et al., 2008) as well as Wirtz and Chew (2002) and Demoulin and Zidda
(2008).

The current findings in regard to the soft attributes component as the sole significant subconstruct predictor in the loyalty program construct may be attributed to the value-added
services during shopping such as priority checkout, priority access to promotion items,
exclusive member promotion and free delivery. Thus, loyalty programs are not only meant to
foster customer loyalty to the store, but a powerful tool to enhance customer satisfaction. In
addition, managers can alter the loyalty program attributes to suit the business needs to
enhance elements of store satisfaction while respecting the business budget constraint.

Location which is not part of the original framework (Bridson et al., 2008) but discovered
during the factorial analysis, is found to be a significant predictor of store satisfaction. Its
predictive power is so strong that when coupled with loyalty program in the prediction model,
is able to explain 43.3% of the variance in store satisfaction, an increase from 22.6% with
loyalty program as the sole predictor in the prediction model. This finding gives support to the
assertion that location is important for a supermarket, even at a premium.

5.2.4. Store Satisfaction Mediates the Relationship between Customer Loyalty Program
and Store Loyalty.

In support of the fourth hypothesis, the research found that store satisfaction is a significant
predictor of store loyalty and that store satisfaction also acts as a mediator between the loyalty
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program and store loyalty. Also, the loyalty program has a statistically significant positive
relationship with both store satisfaction and store loyalty. These findings confirm store
satisfaction being the antecedent to store loyalty. It provides support to Bridson et al. (2008)
who developed the framework; Bloemer and de Ruyter (1998) who found that satisfaction
acts as a mediator between store image and store loyalty; and Reynolds and Arnold (2000)
who identified satisfaction as the precursor to store loyalty in the context of upscale retail.
Contrasted to the findings of de Wulf and Odekerken-Schroder (2003), who found support for
the use of tangible rewards in the relationship between store relationship effort and store
loyalty with trust as the mediator, this study finds no support for the use of tangible rewards in
the loyalty program.

The most important finding in this research is that location is a significant predictor for store
satisfaction, and price image and customer services are two micro-scales that are significant in
the store loyalty prediction. Integrating location in the predictive model could significantly
increase the variance explanation power of store satisfaction from 17% to 42.4%. This finding
supports the assertion that location is important for a supermarket even at a premium. The
regression test of the sub-constructs that significantly predicted store loyalty, reveals price
image and customer services are the two very important factors in store loyalty. The soft
attributes component of the loyalty program is significant because it is a service in nature
while the hard attributes component is not significant. Perhaps it is because the tangible
reward is generally very small in nature or there is no significant price advantage over nonloyalty program members.
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5.3.

IMPLICATIONS

This section discusses the present study’s implications. The implication discussion is divided
into two sub-sections with one sub-section discussing the theoretical implications and the
other sub-section discussing the practitioners’ implications. The implication discussion first
discusses findings that are not found in the previous original study (Bridson et al., 2008) and
then provides support to the relevant literature as well as rejecting previous relevant findings
which the present study’s empirical evidence does not support. Some suggestions from the
literature are also adopted as a suggestion to the practitioners following the findings of this
study.

5.3.1. Theoretical

This present study is based on the original framework of Bridson et al. (2008) displayed in
Chapter 2, Figure 2.3. The framework is revised based upon the empirical evidence found in
this study. The revision includes the integration of location as a predictor for customer
satisfaction, beside the customer loyalty program, and changes to the sub-constructs that
removed customer communication and integrated price image into the store satisfaction
construct. The revised framework is shown in Figure 5.1.

Figure 5.1: The revised framework
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This research has several implications for the literature. First, it identifies the role of location
in store satisfaction, and that location has no effect on store loyalty. Second, tangible rewards
are ineffective in creating any impact on store satisfaction and store loyalty. Third, the most
important factors within the framework that have an impact on store loyalty are price image
and customer services. Finally, there appear to be differences in the customer loyalty program
effect on store satisfaction and store loyalty when comparing the health and beauty industry in
Australia and the supermarket industry in Hong Kong.

The importance of location is perhaps best described by the central place theory first proposed
by Christaller (1935) and then Losch (1954). The theory is based on the minimum habitat and
income required to attract the selling of goods and services, and the maximum distance
customers would travel to purchase goods or services. Low income or low population density
will deter bigger stores from opening due to lower sales forecasts, and stores that are far away
deter customers from visiting because of high transaction costs (for example, long travelling
time). Prior literature reveals that store accessibility is highly correlated with customers’
choice of store (Bellenger, Robertson & Greenberg, 1977) and the customers’ perception of
effort and time required to shop, influence their perception of service convenience (Berry,
Seiders & Grewal, 2002). This study therefore confirms the role of location in store
satisfaction.

Customer satisfaction in general is about measuring expected results before the transaction
and the actual result after the transaction (Johnson & Fornell, 1991); and price being the most
important component of a supermarket visit is a valid measure of customer satisfaction as
pointed out by the factorial analysis. Comparing the product price of one supermarket to
another supermarket forms price perception, and very often customers perceived a
supermarket to have a good price image when the items that they purchased frequently are
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priced competitively or cheaper than the competition. The fact that most supermarkets
establish a list of sensitive items for price benchmarking or loss leader purposes confirms the
importance of price image in customer satisfaction. The sensitive items list is usually the top
sales items.

Price image was not captured in the original framework probably because it is less important
than the quality of service in the health and beauty industry context. In the supermarket
context, the product and quality are literally the same amongst all supermarkets offering the
product, with the exception of house brands or private labels. Thus, customers blame the
manufacturer for the quality instead of the supermarket except in the case where the
supermarket is responsible (for example expired and damaged products). While price fairness
is relative to the quality (Oliver & Swan, 1989), it is somehow challenging to charge more for
the same product compared to the competition without affecting the price image of the
supermarket.

The hard attributes component of the loyalty program does not have a statistically significant
effect on store satisfaction and store loyalty, but it could be due to the insignificant tangible
rewards offered by the loyalty programs (Dowling & Uncles, 1997). It is worth noting that
some supermarkets create point pressure by offering stamps to customers based on their
purchase amount, and the customer could exchange the accumulated stamps for attractive
seasonal gifts. These gifts or rewards change every few months and customers would have to
accumulate enough stamps during the defined period if they would like to exchange for the
gift they targeted. However, somehow these point pressure activities are not linked to the
loyalty program and that enable even the non-loyalty program member to participate. Linking
the point pressure exercise to the loyalty program could possibly change the situation.
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This present study reinforces the evidence of the relationship between customer satisfaction
and customer loyalty which are already supported by the previous findings of Anderson and
Sullivan (1993), Auh and Shih (2005), Yoon and Uysal (2005), Bolton and Drew (1991),
Bearden and Teel (1983), Boulding et al. (1993), Churchill and Surprenant (1982), Fornell
(1992), La Barbera and Mazursky (1983), and Oliver (1980), amongst many others. This
study supports the view that the customer satisfaction has a linear positive relationship with
customer loyalty.

This present study also confirms store satisfaction as being the antecedent to store loyalty as
found by Bloemer and de Ruyter (1998), Wirtz and Chew (2002), Demoulin and Zidda (2008).
However, it rejects the findings of Demoulin and Zidda (2008) that customer loyalty program
members are more loyal to the store compared to non-loyalty program members. It also
rejects the views of Magi (2003), Liebermann (1999) and Passingham (1998) that there was
no positive effect of loyalty cards with customers revisiting the store.

In regards to the view that customer loyalty programs are most effective when the customers
are not in a loyalty program of another store (Meyer-Waarden, 2006; Magi, 2003), this
present study rejects the view. There is no empirical evidence in the present study that
suggests respondents who subscribe to only one loyalty program were more loyal to their
focal store compared to respondent groups who subscribed to more than one loyalty program.
Therefore, the view is rejected.

5.3.2. Practitioners

Whilst the empirical evidence suggests no difference in store loyalty between loyalty program
members and non-loyalty program members, it also suggests that the customer loyalty
program has an impact, albeit less than intended for store satisfaction and store loyalty. The
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present study reveals that it is not beneficial to continue to run the loyalty programs as they
were when this study was done, but it is premature to discard the loyalty program entirely.
Practitioners instead should use the loyalty program to enhance customer satisfaction with the
store in the price image and customer service aspects. Such precision helps to limit investment
in the loyalty program and direct investment into the area that will have an impact on store
loyalty.

Delivering value-added customer service through the loyalty program, there is a need to target
the additional investment on frequent shoppers and limit the loss to casual shoppers. For
example, providing free parking service to qualified loyalty program members motivate the
members for a return visit. Qualified members will feel that their store loyalty is appreciated,
and it helps enhance the store satisfaction. The added value on top of mass customers that
may not be loyal to the store increase the perceived value to the customer. Once the perceived
value increases, it provides a value advantage over the competition.

The importance of price image and the immature effect of tangible rewards on price image
present an opportunity for practitioners to create discriminating pricing. Loyalty programs
offer the ability to personalise offering, including offering discounted pricing to price
sensitive customers (Narasimham, 1984; Shapiro & Varian, 1998). As any customer may
subscribe to the loyalty program, customer segmentation by tier based on their purchases may
be necessary to execute the price discrimination effectively. For example, categorising the
loyalty program’s customers into normal and VIP tiers based on their purchase amount within
a defined period (for example, every three months) can help to limit the loss leader pricing
investment. Such a plan ensures only valuable customers are getting the additional price
discount.
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A price discrimination strategy that invests loss leader pricing in a loyal customer through the
loyalty program ensure only loyal customers receive the highest discount. Such a strategy
creates differentiation loyalty that reduces the probability of customers switching to
competing stores because such a switch will cost customers by losing the discount and paying
higher prices (Reichheld, 1996). Loyalty program members are also more likely to identify
more strongly with the store (Oliver, 1999), and it helps to develop a feeling of pride and
intelligence in customers after having won something without paying the usual price (Kivetz
& Simonson, 2002). Such an approach can lead to an advantage over other competing stores
in a low differentiation industry (Bhattachanya & Sen, 2003).

Linking the existing point pressure activity like a stamp collection to the loyalty program, will
enable the activity performance analysis to measure the impact of the stamp collection
campaign on specific customer or household purchases. It also encourages customers to
identify themselves in their transactions so that data mining could understand the customer
behaviour, as well as to execute targeted marketing.

Location is a significant predictor of price image, and this reinforces the belief that price
competition is within a predefined catchment area. Thus, it is unnecessary to beat the price
image of the competition outside the catchment area. The central place theory (Christaller,
1935; Losch, 1954) can help to define the catchment area, but the catchment area needs to be
extended to cover the radial extent of the primary catchment area’s frontier because customers
may travel in all directions from their home. Such methodology helps the supermarket
operators to identify the competing stores within the primary and extended catchment area for
price comparison and benchmarking.
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5.4.

FUTURE RESEARCH AVENUE

The present study achieved its objective in investigating the relationship amongst customer
loyalty program, store satisfaction and store loyalty but not without identifying several
limitations, which could be an avenue of future research.

First, the current study reveals an opportunity to capitalise on the loyalty program, to deliver
better price image and customer services in order to limit the investment for non-loyal
customers. A longitudinal study is required to confirm the effectiveness of such a strategy
with the before and after effect measured. The same study would also be able to demonstrate
if a loyalty program with continuous promotional activities and price discrimination will
create difference in store loyalty between loyalty program members and non-members.

Second, this present study was undertaken in the supermarket industry context of Hong Kong,
and as different geographical customers do not necessarily behave the same way, it would be
interesting to replicate the study in other countries knowing that the modus operandi of the
supermarkets are generally similar in the different countries. Such replication study would
decide if the results of this present study could be generalised to other countries. Moreover,
the process could contribute to the understanding of different cultural aspects affecting store
satisfaction and store loyalty.

Third, there has been limited research into the costs and benefits of loyalty programs. Given
the high stock turnover in the supermarket industry, a small predictive influence on store
loyalty may be worth significant amounts of money to the firms. The low profit margin on
high stock turnover in the supermarket industry still produces good returns for shareholders
compared to firms that made higher margins but on smaller volumes. A poor loyalty program
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design can cost the firms dearly when it is investing in the loyalty program members. For
example, a one per cent discount translates into one per cent less profit margin to the firms.
Given the low profit margin nature of the business, supermarket operators need to be very
cautious in their loyalty program investment. The costs and benefits of loyalty programs are
worth serious investigation given the huge potential, and damage it can do to supermarkets.

Last, given the advancement in data mining technology and computer-aided statistical model
solutions, it would be an interesting opportunity to integrate the precision marketing elements
in the loyalty program construct and see how it would alter store satisfaction and store loyalty.
However, precision marketing in the supermarket industry is still in its infancy, and it could
take a while before such investigation is possible.

5.5.

LIMITATIONS

The present study adopted a convenience sampling method using an Internet social media
invitation, emails and by referral that limit its generalizability. The questionnaires were
administered online through the Internet, and they deter people from participating who are
computer illiterate or have no Internet access, effectively limiting the population
representation. However, the vast Hong Kong population has access to the Internet either
from their home, office or mobile devices. Computer illiterate senior people face more
obstacles compared to the younger participants and that partly explains the low number of
study participants aged above 65 years.

Although much effort had been put into the wording of the questionnaire including a pre-test
in two different languages, it is impossible to entirely eliminate interpretive error that could
have occurred in the absence of the researcher during the online survey (Converse & Presser,
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1986). The interpretive error could arise from the differences in the maturity of respondents in
mastering the language in which the questionnaire was administered. The local Chinese
language translated questionnaire is believed to have mitigated most of this risk because it
was the predominant language of most of the respondents.

Furthermore, the present study is specific to the supermarket industry and may not be
applicable in any other retail industry such as fashion, appliances, air travel and restaurant
industries. Geographically, this study is specific to the Hong Kong market, and it cannot be
generalised to other countries because each country has a different culture and culture is well
known to affect people behaviour and attitudes. Therefore, a replication study is advised
instead of generalising the findings of the present study to another industry or another country.

The survey in this present study adopted a cross-sectional methodology where the same
sample is investigated once only. Whilst such methodology is sufficient to identify the
relationship amongst different constructs, longitudinal research could reinforce the causal
relationship amongst the different constructs by inferring cause and effect (Igbaria et al.,
1997). Longitudinal surveys run once before the treatment and once after the treatment on the
same sample to reveal the before and after effects of an environmental change.

5.6.

CONCLUSION

The present study empirically validated the relationship amongst the customer loyalty
program, store satisfaction and store loyalty constructs; and confirmed the relevance of the
Bridson et al. (2008) framework model in the supermarket industry in Hong Kong. Moreover,
the present study extended the original model (Bridson et al., 2008) to include the location
construct in predicting store satisfaction as well as the loyalty program with the support of the
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empirical evidence found in the present study. Price image is found to be an important factor
in the aggregated customer satisfaction measure in this study, replacing the customer
communication measure in the original framework.

This study also reinforces empirically the findings of previous studies that support customer
satisfaction as the antecedent to store loyalty; the relationship is both positive and linear. Price
image and customer services are two main factors within the revised framework model that
are significant in predicting store loyalty. This study reveals that there is no significant
difference in store loyalty between loyalty program members and non-loyalty program
members. Perhaps it is explained by loyalty programs having limited effect, albeit statistically
significant, on store satisfaction and store loyalty.

Practitioners benefit from the study by understanding the importance of price image and
customer services to store loyalty. Therefore, practitioners could emphasise the different
attributes in the loyalty programs that will have an impact on price image and customer
services. Such precision helps to conserve loyalty program investment and invests only on
aspects that matter for store loyalty. A small increase in store loyalty can mean a significant
monetary amount on the supermarket’s bottom line due to the fast turnaround time of stock in
the supermarkets.

The limitation of the present study apart from being industry and geographically specific, is
that it cannot confirm the causal effect of loyalty program on store satisfaction and store
loyalty due to its cross-sectional research methodology. A longitudinal study is proposed to
confirm the causal effect of the loyalty program, including testing the loyalty hard attributes
effect with point pressure or continuous promotion activities link to the loyalty program. A
replication study in another geographical location or industry, will further contribute to the
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literature, by creating understanding of the cultural difference effect or identifying new factors
of concern for store satisfaction and store loyalty.
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Survey Questionnaire
A Study of Loyalty Program and Store Loyalty of Supermarkets in Hong Kong

Pre-condition for answering questionnaire
Do you live in Hong Kong?
 Yes

 No

(Please do not proceed further if you've answered 'No' because this research is specific to
Hong Kong. Thank you for your participation.)

Part 1: Identifying the store you most patronize and its loyalty program.
Q1.

How many supermarket chains do you regularly shop at?
______

Q2.

Which one of the following supermarkets do you patronize most in Hong Kong?
 ThreeSixty
 City’super
 Great
 International
 Jusco
 Market Place
 Park n Shop
 Vanguard
 Wellcome
 Other (Please specified: __________________ )

Q3.

How frequent do you shop at this supermarket?
_______  per week

Q4.

 per month

How much do you spend on average in one supermarket shopping trip?
 < HK$100
 HK$100 – HK$199
 HK$200 – HK$299
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 HK$300 – HK$399
 HK$400 – HK$499
 HK$500 – HK$599
 HK$600 – HK$699
 HK$700 – HK$799
 HK$800 – HK$899
 HK$900 – HK$999
 > HK$1000
Q5.

Does the supermarket have a loyalty program?
*(OCTOPUS point accumulation is considered as a type of loyalty program.)
 Yes

Q6.

___ months

Have you ever redeemed any rewards from this loyalty program?
 Yes

Q9.

 No

How long have you been involved in this loyalty program?
___ years

Q8.

 I don't know

Do you subscribe to the loyalty program of the supermarket?
 Yes

Q7.

 No

 No

Including this loyalty program, how many supermarket loyalty programs are you a
member of?
________

Part 2: Loyalty program subscription drivers
All of the following questions are specific to the loyalty program of the supermarket that you have
selected in part 1.
How important is the following loyalty program's attributes to you?
Please rate between 'not at all important' (1) to 'extremely important' (7).

not at all
important
1



Q10. the discount I can get
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2

3

4

5

extremely
important
6
7













not at all
important
1



Q11. the free items I can get

not at all
important
1



Q12. receiving free coupon (on specific item)

not at all
important
1



Q13. the gift voucher

Q14. the enjoyment of collecting points and
redemption

Q15. that the store offers better services to
program members

Q16. the store does more for program members
than for non-regular customers

Q17. that the store takes the time to personally
get to know program members

Q18. that the store enquires about the personal
welfare of program members
Q19. that it makes me feel like I am being
recognised for doing business with the
retailer

not at all
important
1


not at all
important
1


not at all
important
1


not at all
important
1


not at all
important
1


not at all
important
1


not at all
important
1



Q20. that it gives me a sense of belonging

Q21. that it makes me feel I can trust this
retailer

Q22. that it makes me feel as though I am
special

not at all
important
1


not at all
important
1


not at all
important
1



Q23. that it makes me feel close to the retailer
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2

3

4

5

extremely
important
6
7













2

3

4

5

extremely
important
6
7













2

3

4

5

extremely
important
6
7













2

3

4

5

extremely
important
6
7













2

3

4

5

extremely
important
6
7













2

3

4

5

extremely
important
6
7













2

3

4

5

extremely
important
6
7













2

3

4

5

extremely
important
6
7













2

3

4

5

extremely
important
6
7













2

3

4

5

extremely
important
6
7













2

3

4

5

extremely
important
6
7













2

3

4

5

extremely
important
6
7













2

3

4

5

extremely
important
6
7













Part 3: Satisfaction with the retailer
All of the following questions are specific to the satisfaction with the supermarket that you have
selected in part 1.
What is you satisfaction level with the following attributes?
Please rate in between 'not at all satisfied' (1) and 'extremely satisfied' (7).

Q24. the quality of products stocked by this
retailer

Q25. the range of products offered by this
retailer

Q26. the degree to which this retailer’s
merchandise is fashinable

Q27. the number of different product categories
carried by this retailer

not at all
satisfied
1

2

3

4

5

6













not at all
satisfied
1

2

3

4

5

6













not at all
satisfied
1

2

3

4

5

6













not at all
satisfied
1

2

3

4

5

6













not at all
satisfied
1

2

3

4

5

6













Q28. this retailer’s pricing strategy

Q29. the extent to which this retailer offers
value for money

not at all
satisfied
1

2

3

4

5

6













not at all
satisfied
1

2

3

4

5

6













Q30. the location of this retailer

not at all
satisfied
1

2

3

4

5

6













Q31. the store layout of this retailer

not at all
satisfied
1

2

3

4

5

6













Q32. the store atmosphere of this retailer

not at all
satisfied
1

2

3

4

5

6













Q33. the quality of this retailer’s displays

Q34. the customer service provided by this
retailer

not at all
satisfied
1

2

3

4

5

6
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extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7



Q35. the friendliness of sales staff at this
retailer

Q36. the level of assistance provided by sales
staff at this retailer

Q37. the speed of service provided by this
retailer

not at all
satisfied
1

2

3

4

5

6













not at all
satisfied
1

2

3

4

5

6













not at all
satisfied
1

2

3

4

5

6













not at all
satisfied
1

2

3

4

5

6













Q38. the promotional offers of this store

Q39. the catalogues and brochures used by the
store to communicate its offering

Q40. the advertisements used by the store to
communicate its offerings

not at all
satisfied
1

2

3

4

5

6













not at all
satisfied
1

2

3

4

5

6













not at all
satisfied
1

2

3

4

5

6













Q41. the loyalty program offered by the store

extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7


extremely
satisfied
7



Part 4: Loyalty to the retailer
All of the following questions are specific to the satisfaction with the supermarket that you have
selected in Q1.
Please rate your agreement for the following statements by marking the appropriate box.

Q42. Even if another retailer had a sale, I
would still buy from this retailer

Q43. Regardless of competitors’ offers, I
always shop at this retailer

Q44. Even if this retailer was more difficult to
reach, I would still keep buying from it

strongly
slightly
disagree disagree disagree neutral
1
2
3
4









strongly
slightly
disagree disagree disagree neutral
1
2
3
4









strongly
slightly
disagree disagree disagree neutral
1
2
3
4
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slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







Q45. If this particular retailer was closed, I
would find it difficult to find a substitute
retailer

Q46. I would never consider switching to
another retailer

strongly
slightly
disagree disagree disagree neutral
1
2
3
4









strongly
slightly
disagree disagree disagree neutral
1
2
3
4









Q47. I often find myself telling people about
the positive experiences I have had with
this retailer

strongly
slightly
disagree disagree disagree neutral
1
2
3
4

Q48. Because of my experiences with this
retailer, I try to convince friends, family
and co-workers to switch to this retailer

strongly
slightly
disagree disagree disagree neutral
1
2
3
4

Q49. I say positive things about this retailer to
other people

Q50. I would recommend this retailer to
someone who seeks my advice

Q51. I encourage others to do business with
this retailer

Q52. I consider myself a regular customer of
this retailer

















strongly
slightly
disagree disagree disagree neutral
1
2
3
4









strongly
slightly
disagree disagree disagree neutral
1
2
3
4









strongly
slightly
disagree disagree disagree neutral
1
2
3
4









strongly
slightly
disagree disagree disagree neutral
1
2
3
4









strongly
slightly
disagree disagree disagree neutral
1
2
3
4



Q53. I feel loyal towards this retailer
Q54. I consider this retailer to be my first
choice when shopping for the category of
goods it sells

Q55. I intend to do more business with this
retailer in the future

Q56. I always find myself consistently buying
from this particular retailer

Q57. I make most of my purchases from this
retailer







strongly
slightly
disagree disagree disagree neutral
1
2
3
4









strongly
slightly
disagree disagree disagree neutral
1
2
3
4









strongly
slightly
disagree disagree disagree neutral
1
2
3
4









strongly
slightly
disagree disagree disagree neutral
1
2
3
4
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slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







slightly
agree
5

agree
6

strongly
agree
7







Part 5: Personal data
Q58.

Gender

 Male

 Female

Q59.

Age

 < 18 years old
 18 – 25 years old
 26 – 30 years old
 31 – 35 years old
 36 – 40 years old
 41 – 45 years old
 46 – 50 years old
 51 – 55 years old
 56 – 60 years old
 61 – 65 years old
 66 – 70 years old
 71 – 75 years old
 76 – 80 years old
 81 years old and over

End of questionnaire. Thank you very much for your time and participation.
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問卷調查
問卷調查表
消費者對香港超級市場的忠誠程度及其會員計劃之調查
消費者對香港超級市場的忠誠程度及其會員計劃之調查

回答調查表的首要注意事項

您是否在香港居住？
是

否

(如果您的答覆是『不』，請不用繼續此問卷。是此之研究對象是
特定為香港市場而設。謝謝您的參與。)

第一部分：
第一部分：您多數光顧的超級市場及其所提供之會員制度。
您多數光顧的超級市場及其所提供之會員制度。

Q1.

您一般會光顧幾多間超級市場？
__________

Q2.

您最多光顧下列哪一間超級市場？
 Three-Sixty 360
 Citysuper
 Great
 International
 Jusco 吉之島
 Market Place
 Park n Shop 百佳
 Vanguard 華潤萬家
 Wellcome 惠康
 其他(請指定：_____________________)

Q3.

您通常幾耐會光顧此間超級市場？
_______ 次，每周 每月
153

Q4.

您平均每次花費多少？
 < HK$100
 HK$100 – HK$199
 HK$200 – HK$299
 HK$300 – HK$399
 HK$400 – HK$499
 HK$500 – HK$599
 HK$600 – HK$699
 HK$700 – HK$799
 HK$800 – HK$899
 HK$900 – HK$999
 > HK$1000

Q5.

該超級市場有否提供會員計劃(如:會員卡/會員優惠)？
*(八達通儲分現金優惠均視作會員計劃之一種)
是

Q6.

我不知道

您有否參與其會員計劃？
是

Q7.

否

否

您已參與了多久？
___ 年 ___ 月

Q8.

您曾否兌換或換購其會員奬賞或優惠？
是

Q9.

否

您總共參與了多少間超級市場之會員計劃? 答案總數請包括以上所提及
的那一間。
________
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第二部分：
第二部分：參與會員計劃之推動力

下列問題應按照您在第一部分已選之超級市場而作答。

請按照重要性的不同程度 '（１）『絶對不重要』 ' 至

'（７）『非常重要』 '

作為你對該會員計劃／優惠之評分。

絶對不重要
Q10. 可獲得的折扣優惠

1

2

3

4

5

6













1

2

3

4

5

6













1

2

3

4

5

6













1

2

3

4

5

6













1

2

3

4

5

6













1

2

3

4

5

6













1

2

3

4

5

6













1

2

3

4

5

6













1

2

3

4

5

6













1

2

3

4

5

6













1

2

3

4

5

6













1

2

3

4

5

6













1

2

3

4

5

6













絶對不重要
Q11. 可獲得的免費贈品

絶對不重要
Q12. 可獲得的購買優惠券

絶對不重要
Q13. 可獲得的現金購物禮券

絶對不重要
Q14. 可獲得的績分優惠及禮品換領

絶對不重要
Q15. 可獲得的優質會員服務

絶對不重要
Q16. 可獲得更多特定會員優惠及服務

絶對不重要
Q17. 可獲得更貼身的個人理解

絶對不重要
Q18. 可獲得更多個人化的關注

絶對不重要
Q19. 在購買過程中可使我感到有被重視

絶對不重要
Q20. 讓我產生歸屬感

絶對不重要
Q21. 讓我對此店產生信任

絶對不重要
Q22. 讓我產生優越感
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非常重要
7



非常重要
7



非常重要
7



非常重要
7



非常重要
7



非常重要
7



非常重要
7



非常重要
7



非常重要
7



非常重要
7



非常重要
7



非常重要
7



非常重要
7



絶對不重要
Q23. 讓我與此店之關係拉近

1
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4

5

6













非常重要
7



第三部分：
第三部分：對此店之滿意度

下列問題應以您在第一部分已選之超級市場而作答。
請按照你對該超級市場之滿意程度 '（１）『絶對不滿意』 ' 至 '（７）『非常滿意』 '
作出評分。

絶對不滿意
Q24. 商品質量
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5
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1
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絶對不滿意
Q25. 商品檔次類別

絶對不滿意
Q26. 商品的流行程度

絶對不滿意
Q27. 商品種類

絶對不滿意
Q28. 商店的訂價策略

絶對不滿意
Q29. 商品價價化算

絶對不滿意
Q30. 商店地點

絶對不滿意
Q31. 店內的設計陳列

絶對不滿意
Q32. 店內環境氣氛
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非常滿意
7



非常滿意
7



非常滿意
7



非常滿意
7



非常滿意
7



非常滿意
7



非常滿意
7



非常滿意
7



非常滿意
7



絶對不滿意
Q33. 商品的陳列佈局
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絶對不滿意
Q34. 商店的服務質數

絶對不滿意
Q35. 職員的友善程度

絶對不滿意
Q36. 職員所提供的協助程度

絶對不滿意
Q37. 職員所提供的協助速度

絶對不滿意
Q38. 此店所提供的特價優惠

絶對不滿意
Q39. 店內小册子及宣傳單張清晰度

絶對不滿意
Q40. 此店的促銷廣告清晰度

絶對不滿意
Q41. 商店所提供之會員計劃及優惠

非常滿意
7



非常滿意
7



非常滿意
7



非常滿意
7



非常滿意
7



非常滿意
7



非常滿意
7



非常滿意
7



非常滿意
7



第四部分：
第四部分：對此店之忠誠度

下列問題應以您在第一部分已選之超級市場而作答。
請按照你對該超級市場的忠誠度（１）『絶對不同意』至（７）『絶對同意』作為評
分。

Q42. 即使另一間商店有折扣優惠，但我
仍會在此店購買

絶對 不完全
不同意 不同意 不同意 中立
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1

2

3

4









不完全 絶對
同意 同意 同意
5

6

7







Q43. 不會理會別的商店是否有優惠，我
仍會在此店購物
Q44. 即使此店位置不太方便，但我仍會
繼續光顧
Q45. 如果此店關閉，我會較難找到替補
商店

絶對 不完全
不同意 不同意 不同意 中立
1

2

3

4









絶對 不完全
不同意 不同意 不同意 中立
1

2

3

4









絶對 不完全
不同意 不同意 不同意 中立
1

2

3

4









絶對 不完全
不同意 不同意 不同意 中立
Q46. 我從不考慮光顧另一間同類型商店
Q47. 我經常與別人分享我在此店之愉快
購物經驗
Q48. 因我個人的愉快購物經驗，我曾游
說朋友、家人及同事轉到此店購物
Q49. 我經常與別人陣述我對此店之正面
評價

1

2

3

4









絶對 不完全
不同意 不同意 不同意 中立
1

2

3

4









絶對 不完全
不同意 不同意 不同意 中立
1

2

3

4









絶對 不完全
不同意 不同意 不同意 中立
1

2

3

4









絶對 不完全
不同意 不同意 不同意 中立
Q50. 我會推薦此店給予徵求我意見的人

1

2

3

4









絶對 不完全
不同意 不同意 不同意 中立
Q51. 我願意鼓勵其他人到此店購物

1

2

3

4









絶對 不完全
不同意 不同意 不同意 中立
Q52. 我認同自己是此店的經常顧客

1

2

3

4









絶對 不完全
不同意 不同意 不同意 中立
Q53. 我忠誠此店
Q54. 此店會是我選購商品時的第一選擇
地點

1

2

3

4









絶對 不完全
不同意 不同意 不同意 中立

158

1

2

3

4









不完全 絶對
同意 同意 同意
5

6

7







不完全 絶對
同意 同意 同意
5

6

7







不完全 絶對
同意 同意 同意
5

6

7







不完全 絶對
同意 同意 同意
5

6

7







不完全 絶對
同意 同意 同意
5

6

7







不完全 絶對
同意 同意 同意
5

6

7







不完全 絶對
同意 同意 同意
5

6

7







不完全 絶對
同意 同意 同意
5

6

7







不完全 絶對
同意 同意 同意
5

6

7







不完全 絶對
同意 同意 同意
5

6

7







不完全 絶對
同意 同意 同意
5

6

7







不完全 絶對
同意 同意 同意
5

6

7







絶對 不完全
不同意 不同意 不同意 中立
Q55. 我會更多光顧此店

1

2

3

4









不完全 絶對
同意 同意 同意

絶對 不完全
不同意 不同意 不同意 中立
Q56. 我經常持續在此店購物

1

2

3

4
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3

4









6

7





不完全 絶對
同意 同意 同意

絶對 不完全
不同意 不同意 不同意 中立
Q57. 我通常會在此店花費較多

5



5

6

7







不完全 絶對
同意 同意 同意
5

6

7







第五部分：
第五部分：個人資料

Q58.

性別

男

Q59.

年齡

 < 18 歲

女

 18 – 25 歲
 26 – 30 歲
 31 – 35 歲
 36 – 40 歲
 41 – 45 歲
 46 – 50 歲
 51 – 55 歲
 56 – 60 歲
 61 – 65 歲
 66 – 70 歲
 71 – 75 歲
 76 – 80 歲
 81 歲或以上

問卷完結。謝謝您的保貴時間和參與。
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APPENDIX 3.3 – QUESTIONNAIRE
TRANSLATION VERIFICATION
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APPENDIX 3.4 – LOYALTY PROGRAMS
CONSTRUCTS AND MEASURES DETAIL
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Operationalisation of Loyalty Programs
Construct
Hard

Soft

Original Measure
This store offers discounts to regular
customers for their patronage
(Odekerken-Schröder et al., 2003)

Final Measure Item
the discounts I can get

In-depth interviews

the free items I can get

In-depth interviews

receiving buy-one-get-one free
coupons

In-depth interviews

the gift vouchers

In-depth interviews

the enjoyment of collecting points

This store often sends mailings to
regular customers (OdekerkenSchröder et al., 2003)

receiving personal communications
(i.e. letters)

In-depth interviews

having a loyalty card

In-depth interviews

interviews receiving invitations to
special
events which are exclusively for
loyalty program members

This store offers better service to
regular customers than to non-regular
customers (Odekerken-Schröder et al.,
2003)

that the store offers better service to
program members

This store makes greater efforts for
regular customers than for non-regular
customers (Odekerken-Schröder et al.,
2003)

the store does more for program
members than for non-regular
customers

This store takes the time to personally
get to know regular customers
(Odekerken-Schröder et al., 2003)

that the store takes the time to
personally get to know program
members

This store often enquires about the
personal welfare of regular customers
(Odekerken-Schröder et al., 2003)

that the store enquires about the
personal welfare of program
members

In-depth interviews

that it makes me feel like I am
being recognised for doing business
with the retailer

In-depth interviews

that it gives me a sense of
belonging

In-depth interviews

that it makes me feel I can trust this
retailer

In-depth interviews

that it makes me feel as though I am
special to the business
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APPENDIX 3.5 – STORE SATISFACTION
CONSTRUCTS AND MEASURES DETAIL

164

Operationalisation of Store Satisfaction
Construct
Merchandise

Trading Format

Customer Service

Customer
Communication

Original Measure
Merchandise quality (McGoldrick &
Ho, 1992)
Merchandise range (McGoldrick &
Ho, 1992)
Merchandise fashion (McGoldrick &
Ho, 1992)
Merchandise range (McGoldrick &
Ho, 1992)
Prices (McGoldrick & Ho, 1992)
Supermarket X offers value for money
(Bloemer & Odekerken-Schröder,
2002)
Location (McGoldrick & Ho, 1992)
Layout (McGoldrick & Ho, 1992)
Atmosphere (McGoldrick & Ho, 1992)
Quality of displays (McGoldrick &
Ho, 1992)
Supermarket X provides excellent
customer service (Bloemer &
OdekerkenSchröder, 2002)
Supermarket X has friendly personnel
(Bloemer & Odekerken-Schröder,
2002)
Level of services (McGoldrick & Ho,
1992)
Level of services (McGoldrick & Ho,
1992)
Supermarket X has attractive
promotions in the store (Bloemer &
Odekerken-Schröder, 2002)
Advertising (McGoldrick & Ho, 1992)
Advertising (McGoldrick & Ho, 1992)
Supermarket X offers an attractive
loyalty program (Bloemer &
Odekerken-Schröder, 2002)
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Final Measure Item
the quality of products stocked by
this retailer
the range of products offered by
this retailer
the degree to which this retailer’s
merchandise is fashionable
the number of different product
categories carried by this retailer
this retailer’s pricing strategy
the extent to which this retailer
offers value for money
the location of this retailer
the layout of this retailer
the store atmosphere of this retailer
the quality of this retailer’s displays
the customer service provided by
this retailer

the friendliness of sales staff at this
retailer
the level of assistance provided by
sales staff at this retailer
the speed of service provided by
this retailer
the promotional offers of this store

the catalogues and brochures used by
the store to communicate its offering
the advertisements used by the store
to communicate its offering
the loyalty program offered by the
store

APPENDIX 3.6 – STORE LOYALTY
CONSTRUCTS AND MEASURES DETAIL
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Operationalisation of Store Loyalty
Construct
Commitment

Behaviour

Original Measure
I consider myself a regular customer of
this retailer (de Wulf & OdekerkenSchröder, 2003)

Final Measure Item
I consider myself a regular
customer of this retailer

I feel loyal towards this retailer
(Odekerken-Schröder et al., 2003)

I feel loyal towards this retailer

Even if this retailer would be more
difficult to reach, I would still keep
buying there (Odekerken-Schröder et
al., 2003)

Even if this retailer was more
difficult to reach, I would still keep
buying from it

No existing measure

Regardless of competitors’ offers, I
always shop at this retailer

The relationship I have with this
retailer is something I intend to
maintain indefinitely (Morgan & Hunt,
1994)

The relationship I have with this
retailer is something I intend to
maintain in the future

I consider this retailer as my first
choice (Foster & Cadogan, 2000)

I consider this retailer to be my first
choice when shopping for the
category of goods it sells

I don’t consider the possibility of
switching to another company
(White & Schneider, 2000)

I would never consider switching to
another retailer

Without anyone mentioning this retail
category, I find myself telling them
about the positive experiences I have
had with
this retailer (White & Schneider, 2000)

I often find myself telling people
about the positive experiences I
have had with this retailer

Because of my experiences with this
retailer, I try to convince friends,
family and coworkers to switch to this
retailer (White & Schneider, 2000)

Because of my experiences with
this retailer, I try to convince
friends, family and co-workers to
switch to this retailer

I intend to do more business with this
retailer in the future (Foster &
Cadogan, 2000)

I intend to do more business with
this retailer in the future

I say positive things about this retailer
to other people
(Foster & Cadogan, 2000)

I say positive things about this
retailer to other people
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Construct
Behaviour

Original Measure
I would recommend this retailer to
someone who seeks my advice
(Foster & Cadogan, 2000)

Final Measure Item
I would recommend this retailer to
someone who seeks my advice

I encourage others to do business with
this retailer (Foster & Cadogan, 2000)

I encourage others to do business
with this retailer

Even if another retailer had a sale, I
would still buy from this retailer
(Quester & Lim, 2003)

Even if another retailer had a sale, I
would still buy from this retailer

I always find myself consistently
buying from this particular retailer
over other retailers (Quester & Lim,
2003)

I always find myself consistently
buying from this particular retailer

If this particular retailer was closed, I
would rather not buy at all than have to
choose another retailer
(Quester & Lim, 2003)

If this particular retailer was closed,
I would find it difficult to find a
substitute retailer

No existing measure

I make most of my purchases from
this retailer
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APPENDIX 3.7 – ENGLISH PARTICIPANT
INFORMATION SHEET
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Dr. David Clark-Murphy
Faculty of Business and Law
University Drive
Callaghan NSW Australia 2308
Tel: +61 (4) 1894 4223
Email: d.clarkmurphy@westnet.com.au

Information Statement for the Research Project:
Research into Relationships Between Customer Loyalty Programs and Store
Loyalty of Supermarkets in Hong Kong
Document Version 1; dated01/08/2012
You are invited to participate in the research project identified above which is being
conducted by Mr. Kuan Wei Leong, a research student from the Faculty of Business
and Law at the University of Newcastle.
The research is part of Kuan Wei Leong studies at the University of Newcastle,
supervised by Dr. David Clark-Murphy from the Faculty of Business and Law.
Why is the research being done?
The purpose of the research is to examine the supermarket’s customer loyalty
programs impact on customer loyalty to the supermarket. The research could inform
supermarket executives on factors affecting customer loyalty so that they could
selectively invest in customer retention projects and avoid ineffective customer
retention investment. Previous research in the context of different countries have
shown mixed results and there is only limited research into Hong Kong supermarkets.
Who can participate in the research?
We are seeking people aged 18 years and above that live in Hong Kong to participate
in the research. You are invited because you are within the research student’s social
network; or participants who have participated in the research have referred you.
What choice do you have?
Participation in this research is entirely your choice. Only those people who give their
informed consent will be included in the project. Whether or not you decide to
participate, your decision will not disadvantage you. You may withdraw from the
170

project at any time prior to completion of the online survey. Please note that due to
the anonymous nature of the research, you will not be able to withdraw your
responses once you have completed the survey.
What would you be asked to do?
If you agree to participate, you will be asked to complete an anonymous online
questionnaire hosted in SurveyMonkey Internet website. The questionnaire focuses
on your supermarket customer loyalty program and shopping experience. Simple
profiling questions about your age, sex and average spending in the supermarket
would also be asked. However, no information that could identify you will be
collected, and you are completely anonymous to the researchers throughout the
research including the research report.

How much time will it take?
The online questionnaire should take approximately 15 minutes to complete. You
may begin at anytime convenient to you.

What are the risks and benefits of participating?
There is no identifiable risk or benefit to you in participating in this research. However
there are potential benefits to all supermarket customers through managers being
able to provide increased services through improved understanding of their
customers’ shopping preferences.
How will your privacy be protected?
The questionnaire is anonymous and it will not be possible to identify you from your
answers. All data are first collected and stored in the online questionnaire tool before
being exported and stored within the supervisor and research student computers for
analysis. Upon completing the analysis, all related data except the analysis result,
will be removed from all PCs and the online tool with only one single copy remaining
store securely for at least 5 years at the University of Newcastle.
How will the information collected be used?
Collected information will be statistically analysed and reported in a thesis to be
submitted for Mr. Leong’s degree. Individual participants will not be identified in any
reports arising from the research; and the researchers have no capability to do so. A
summary of the research can be made available to participants by emailing the
research student after March 1, 2012.
What do you need to do to participate?
Please read this Information Statement and be sure you understand its contents
before you consent to participate. If there is anything you do not understand, or you
have questions, contact the researcher.
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If you would like to participate, please click the proceed button at the end of the page.
Your completion of the online questionnaire will be taken as your informed consent to
participate in the research.
Further information
If you would like further information please contact:
Mr. Kuan Wei Leong
Tel: +852 9263 5678
Email: kuanwei.leong@uon.edu.au
Dr. David Clark-Murphy
Tel: +61 (4) 1894 4223
Email: d.clarkmurphy@westnet.com.au
Thank you for considering this invitation.

D J. Clark-Murphy

KW Leong

Dr. David Clark-Murphy
Project Supervisor

Mr. Kuan Wei Leong
Research Student

Complaints about this research
This project has been approved by the University’s Human Research Ethics
Committee, Approval No. H-2012-0167.
Should you have concerns about your rights as a participant in this research, or you
have a complaint about the manner in which the research is conducted, it may be
given to the researcher, or, if an independent person is preferred, to the Human
Research Ethics Officer, Research Office, The Chancellery, The University of
Newcastle, University Drive, Callaghan NSW 2308, Australia, telephone +61 (02)
49216333, email Human-Ethics@newcastle.edu.au.
For Chinese speakers, if an independent person is preferred for concerns and
complaint about the research, please contact The Local Secretariat of The University
of Newcastle, The Hong Kong Management Association, 1/F, First Commercial
Building, 33-35 Leighton Road, Causeway Bay, Hong Kong, telephone +852
25742238, email unc.dba@hkma.org.hk.
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APPENDIX 3.8 – CHINESE PARTICIPANT
INFORMATION SHEET
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Dr. David Clark-Murphy
Faculty of Business and Law
University Drive
Callaghan NSW Australia 2308
Tel: +61 (4) 1894 4223
Email: d.clarkmurphy@westnet.com.au

研究聲明:
研究聲明
消費者對香港超級市場的忠誠程度及其會員計劃關係之
消費者對香港超級市場的忠誠程度及其會員計劃關係之學術研究
關係之學術研究
文檔版次：一

日期：二零一二年八月一日

閣下被誠邀參與是次由梁君偉先生（Mr. Kuan Wei Leong）進行之學術研究。梁君偉
先生現為紐卡斯爾大學（University of Newcastle）商業及法律學院之研究生。
此項學術調查為梁君偉先生於紐卡斯爾大學就讀之部分研究，並由商業及法律學院的
大衛克拉克 - 墨菲博士（Dr. David Clark-Murphy）進行監督。

為什麼要進行是項研究？
為什麼要進行是項研究？
研究的主要目的是為了了解超級市場所推行的會員計劃對顧客忠誠度之影響。這項研
究結果可令有關企業的管理層更加明白可能影響客戶忠誠度的主要因素，使其可專注
地發展有利於客戶忠誠度的項目，並避免投放資源於無效益之活動上。相類似之研究
已曾於不同國家進行；並得出不同的混合結果，然而香港於此方面所作出之研究仍然
相當有限。

參與者資格？
參與者資格？
我們尋求是次研究之參與者為年滿 18 歲或以上，並以香港為居住地之人士。是次閣下
被邀請，因為您是屬於該名研究生的社會網絡或其他參與者所轉介之人士。

參與者的選擇
參與者的選擇？
選擇？
參與這項研究調查完全是自願性質。閣下可以隨時在回答網上問卷調查過程當中退出，
對於未能完成的問卷將會作廢；而閣下亦無須肩負任何責任或損失。請注意，問卷一
經完成便不可撤回。該項網上問卷是按不記名方式進行。
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參與者需要做的事項？
參與者需要做的事項？
如閣下同意參加，你將被邀請完成一個由 SurveyMonkey 互聯網網站託管的不記名之網
上問卷調查。該問卷主要針對閣下對於香港超級市場現有之會員計劃及購物體驗。個
人資料方面；您只需簡單填寫你所屬之年齡組別，性別及平均消費金額便可。整個研
究調查是以不記名方式處理，然而收集到的數據亦絶對不可能識別到閣下的身份；包
括負責研究報告的研究人員。

需要多少時間完成問卷？
需要多少時間完成問卷？
整個網上問卷調查大約需時 15 分鐘便可完成。閣下可以在任何方便閒暇的時候開始。

參與者的風險或利益？
參與者的風險或利益？
參與是項研究絶不會涉及任何風險或利益，然而其研究結果郤能帶來潛在好處。透過
是次之研究報告；超級市場之管理層便能更加了解顧客的購物偏好；從而提供更多切
實的貼心服務。

如何確保您
如何確保您的私隱？
的私隱？
整個問卷調查是採用不記名方式處理；並透過互聯網點擊作答，將絶對無法從答案中
識別閣下之身份。所有收集到的數據將會存儲於認可之中央伺服器內，及後將被導出
並存放於指定之研究生及其督學的電腦內作進一步的數據分析。完成分析後，所有存
儲於中央伺服器及電腦內之相關數據（研究結果除外）將被徹底完全刪除。紐卡斯爾
大學會將唯一拷貝歸檔並安全存放於大學內為期五年。

收集到的數據將如何使用？
收集到的數據將如何使用？
收集到的數據將會進行統計分析，其最後之綜合研究報告會歸納於梁君偉先生的博士
學位畢業論文其中之一部分。參與者資料絶不會顯示於該畢業論文或任何報告內，研
究人員亦不可能提取到相關之數據。是項網上研究預計將於二零一三年三月一日完成，
如有需要，參與者可於結束日期後向梁君偉先生要求提供該綜合研究報告摘要。一切
資料將通過電子郵件發放。

參與者須知？
參與者須知？
參與前請詳細閱讀本研究聲明，並確保閣下了解其內容細則。如若遇有不明白的地方
或有任何疑問，請聯絡相關之研究人員。
如閣下明白一切細則並同意參與，請繼續點擊以下按鈕進入網上問卷調查部分。一旦
問卷完成便代表閣下對於是次之參與知情同意。
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如若閣下想了解進一步
如若閣下想了解進一步相關信息，
相關信息，請聯絡：
請聯絡：
梁君偉先生
手提電話：+852 9263 5678
電子郵件：kuanwei.leong @ uon.edu.au
大衛克拉克 - 墨菲博士
聯繫電話：+61 1894 4223
電子郵件：d.clarkmurphy @ westnet.com.au
感謝閣下接受邀請及參與。

D J. Clark-Murphy

KW Leong

項目主管（
項目主管（督學）
督學）

研究生

有關這項研究的投訴
此項研究已獲得大學的人類倫理學研究所之委員會核準作為研究項目。確認號
H-2012-0167。
如若閣下對於是次作為參與者的權利有任何疑問；或有任何投訴，可與研究員聯絡。
若需個別提案；可直接聯絡本大學研究所。
Human Research Ethics Officer, Research Office, The Chancellery, The University of
Newcastle, University Drive, Callaghan NSW 2308, Australia, telephone +61 (02)
49216333, email Human-Ethics@newcastle.edu.au.
如需中文協助的投訴人士可聯繫本地紐卡斯爾大學的秘書處。香港之秘書處為；
香港管理專業協會
香港銅鑼灣禮頓道 33-35 號灣第一商業大廈一樓
電話：+85225742238
電子郵件：unc.dba@ hkma.org.hk.
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APPENDIX 3.9 – PARTICIPATION
INFORMATION SHEET TRANSLATION
VERIFICATION
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APPENDIX 5.1 – STORE LOYALTY ONEWAY
ANOVA FOR NUMBER OF LOYALTY
PROGRAM SUBSCRIBED
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Store Loyalty Oneway ANOVA for Number of Loyalty Program Subscribed

Descriptives
StoreLoyalty
No. of

N

Mean

Loyalty

Std.

Std.

Deviation

Error

95% Confidence Interval Minimum Maximum
for Mean

Program

Lower

Upper

Subscribed

Bound

Bound

1

47 3.6111

1.11423

.16253

3.2840

3.9383

1.26

6.12

2

64 3.7403

1.04099

.13012

3.4802

4.0003

1.28

7.00

3

20 3.5806

.67396

.15070

3.2651

3.8960

2.33

5.07

4

2 2.7778

.86424

.61111

-4.9871

10.5427

2.17

3.39

133 3.6561

1.01862

.08833

3.4814

3.8309

1.26

7.00

Total

ANOVA
Store Loyalty
Sum of Squares
Between Groups

df

Mean Square

2.206

3

.735

Within Groups

134.757

129

1.045

Total

136.962

132

180

F

Sig.
.704

.551

APPENDIX 5.2 – STORE LOYALTY
INDEPENDENT SAMPLE T-TEST BY
SUPERMARKET OPERATOR
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Store Loyalty Independent Sample T-test by Supermarket Operator

Split File Independent Sample T-Test

Group Statistics
RegSuper

Loyalty

N

Mean

Std. Deviation

Program’s

Std. Error
Mean

Member
City'super

StoreLoyalty

Great

StoreLoyalty

International

StoreLoyalty

Jusco

StoreLoyalty

Market Place StoreLoyalty
Park n Shop

StoreLoyalty

ThreeSixty

StoreLoyalty

Vanguard

StoreLoyalty

Wellcome

StoreLoyalty

Kaiboo

StoreLoyalty

UNY

StoreLoyalty

Apita

StoreLoyalty

Taste

StoreLoyalty

Fusion

StoreLoyalty

Yes

8

4.5278

.60109

.21252

No

3

4.1333

.31289

.18065

Yes

1

3.3889

.

.

No

a

.

.

.

Yes

3

4.2852

.21150

.12211

No

a

.

.

.

Yes

8

4.1861

.55871

.19753

No

4

4.2083

.89242

.44621

Yes

2

4.3889

.69139

.48889

No

2

3.9111

.40855

.28889

Yes

16

3.3958

.85778

.21444

No

6

2.9444

1.19513

.48791

Yes

52

3.4288

1.01479

.14073

No

21

3.4873

1.23882

.27033

Yes

3

3.2815

.73218

.42273

No

1

3.0333

.

.

Yes

34

3.5889

1.01547

.17415

No

31

3.4638

.86474

.15531

a

.

.

.

No

1

3.1222

.

.

Yes

2

5.3278

2.36488

1.67222

No

a

.

.

.

a

.

.

.

No

1

5.3667

.

.

Yes

4

4.0944

1.42247

.71123

No

1

3.9111

.

.

Yes

a

.

.

.

1

4.5333

.

.

0
0

Yes

0

0

Yes

0

0

No

a. t cannot be computed because at least one of the groups is empty.
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Independent Samples Test
RegSuper

a

Levene's Test for

t-test for Equality of Means

Equality of Variances
F

Sig.

t

df

Sig. (2-

Mean

Std. Error

95% Confidence Interval of

tailed)

Difference

Difference

the Difference
Lower

Upper

Equal variances
2.045

.186

1.059

9

.317

.39444

.37252

-.44825

1.23714

1.414

7.346

.198

.39444

.27892

-.25885

1.04774

-.054

10

.958

-.02222

.41417

-.94505

.90061

-.046

4.222

.966

-.02222

.48798

-1.34947

1.30503

.841

2

.489

.47778

.56786

-1.96554

2.92110

.841

1.622

.506

.47778

.56786

-2.60010

3.55565

.989

20

.334

.45139

.45639

-.50063

1.40341

.847

7.031

.425

.45139

.53296

-.80774

1.71051

-.209

71

.835

-.05846

.27991

-.61658

.49967

-.192

31.404

.849

-.05846

.30477

-.67971

.56280

.294

2

.797

.24815

.84545

-3.38953

3.88583

.

.

.

.24815

.

.

.

.532

63

.597

.12509

.23510

-.34471

.59489

.536

62.723

.594

.12509

.23335

-.34126

.59144

.115

3

.916

.18333

1.59037

-4.87793

5.24459

.

.

.

.18333

.

.

.

assumed
City'super

StoreLoyalty
Equal variances
not assumed
Equal variances
2.689

.132

assumed
Jusco

StoreLoyalty
Equal variances
not assumed
Equal variances
.

Market

.

assumed
StoreLoyalty

Place

Equal variances
not assumed
Equal variances
1.113

Park n

.304

assumed
StoreLoyalty

Shop

Equal variances
not assumed
Equal variances
1.256

.266

assumed
ThreeSixty

StoreLoyalty
Equal variances
not assumed
Equal variances
.

.

assumed
Vanguard

StoreLoyalty
Equal variances
not assumed
Equal variances
.407

.526

assumed
Wellcome

StoreLoyalty
Equal variances
not assumed
Equal variances
.

.

assumed
Taste

StoreLoyalty
Equal variances
not assumed

a. No statistics are computed for one or more split files
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