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Abstract
Modern consumer technologies, such as automated telephony systems and the
Internet, have produced a shift away from established retail distribution channels,
particularly in the financial services sector. The emergence of these direct channels
has had a major impact on the relationship between customers and established brands.
The thesis expounded in this work is that the relationship between a customer and a
brand can be described in two dimensions as communal and exchange, and that these
dimensions can be measured by means of a practical metric. The novel brand
relationship metric proposed in this research is based on theories of human-to-human
relationships in defining customer-brand relationships by means of a set of
questionnaire attributes describing the communal and exchange dimensions. Results
of experimental validation studies confirm the effectiveness and relevance of such
communal and exchange relationship norms in the quantitative characterisation of
customer-brand relationships. A controlled experiment is described with a cohort of
69 customers of the Case Bank using Internet and automated teller machine
technologies in the context of incentive schemes from the Bank. The experiment
examines the impact of the design of incentive schemes on perceptions of relationship
with the brand and demonstrates significant evidence that the brand relationship
questionnaire is effective in quantifying differences in customer-brand relationship,
the extent of the effect depending on what relationship attributes are salient and
experienced by the customer within the incentive schemes. In addition, results of a
longitudinal empirical study, with a cohort of 66 (different) customers of the Case
Bank, confirms that incentive schemes based on communal and exchange attributes
are successful at producing statistically significant improvements in perceptions of
customer-brand relationship. The longitudinal study also provides evidence that
displays of adherence to, or violation of, the norms of communal and exchange
relationships also exert a considerable influence on the resultant dynamic perceptions
of brand relationship. The contribution to knowledge in this thesis is represented by
the successful formulation of a reliable and valid metric for brand relationship
assessment in quantifying perceptions of the customers in the communal and
exchange dimensions of customer-brand relationships.

Acknowledgements
It has been an extremely rewarding experience undertaking my Ph.D and it would not
have been possible without the continued support and encouragement of my
supervisor, Prof. Mervyn Jack. I have gained a wealth of knowledge under his
guidance in my research. I firmly believe this would go on to enrich my life in so
many other ways, and my most sincere heartfelt thanks and appreciation go to him.

I would also like to express my gratitude to Dr. Gary Douglas and Mr. Nicholas
Anderson for their assistance and humorous wit in the process of implementing the
interfaces used in the experiments; and to Dr. Fergus McInnes for the numerous
consultations in sharing his prowess in statistical analysis.

Further thanks are extended to Ms. Catherine Weir and Mr. Richard Williams for
incorporating the first two experimental evaluations in this study with their
experiments. Sincere thanks also go to all staff in the Centre for Communication
Interface Research, for providing in one way or another, encouragement and support
in the process of this work, and for me to have a sense of belonging to a home away
from home.

I would like to express my most grateful thanks to my husband, Steven Wong, for his
unrelentless love, understanding, companionship, and for showing me the goodness in
life. Finally, I would like to dedicate this work to my parents, for their unselfish love
and support for me to pursue my dreams away from them.

List of Figures
Chapter 1
Figure 1: Overview of Theoretical Framework in the Study of Customer-Brand
Relationships with Reference to the Financial Services Sector.....................................5

Chapter 2
Figure 2.1: Conditions constituting the Qualification of a Relationship.....................10
Figure 2.2: Diagram depicting Interdependence Theory ............................................. 11
Figure 2.3: Model of Channel Selection for Financial Services..................................19
Figure 2.4: Different Stages of Close Relationships in a Business Context................24
Figure 2.5: Diagram depicting Acquaintances as a stage in Close Relationships.......24
Figure 2.6: Diagram depicting Friendships as a stage in Close Relationships............ 25
Figure 2.7: Diagram depicting Partnerships as a stage in Close Relationships...........26

Chapter 3
Figure 3.1: Influences on Customers' Perceptions of Brand Relationships................30
Figure 3.2: Brand Relationship Questionnaire Based on Four-facet Model of
Relationship (Hinde, 1995) integrated with Communal and Exchange Relationship
Theories (Goffman, 196 1) ...........................................................................................32
Figure 3.3: Communal Relationship Attributes...........................................................35
Figure 3.4: Exchange Relationship Attributes.............................................................36
Figure 3.5: Application of Communal Norms as a Function of the Communal
Strength of a Relationship and the Cost of Benefits .................................................... 42
(adapted from Clark and Jordan, 2002).......................................................................42
Figure 3.6: Optimisation of Communal and Exchange Statements in Revised Brand
Relationship Questionnaire..........................................................................................44
Figure 3.7: Statements in Revised Brand Relationship Questionnaire incorporating the
Lloyds TSB's Customer Commitment ........................................................................45
Figure 3.8: Statements Employed in Revised Brand Relationship Questionnaire ......47
Figure 3.9: ATM Advert designed with an Exchange-oriented Approach..................49
Figure 3.10: ATM Advert designed with a Communal-oriented Approach................50

IV

Figure 3.11: ATM Advert designed with a Hybrid of both Exchange and .................51
Communal-oriented Approaches.................................................................................51
Figure 3.12: Flow Chart Representation of Experiment to Validate Revised Brand
Relationship Questionnaire..........................................................................................53
Figure 3.13: Brand Relationship Scores Pair-wise Comparisons for Exchange Advert
.............................................................................................................56
Figure 3.14: Brand Relationship Scores Pair-wise Comparisons for Hybrid Advert.. 56
Figure 3.15: Brand Relationship Scores Pair-wise Comparisons for Communal Advert
.....................................................................................................57

Chapter 4
Figure 4.1: Logo for the exchange-oriented Rewards Programme..............................72
Figure 4.2: Logo for the Communal-oriented Loyalty Club .......................................74
Figure 4.3: Flow Chart depicting Experiment Design and Hypotheses ......................77
Figure 4.4: Operation of Tasks and Points ..................................................................81
Figure 4.5: Enrolment screen for Rewards Programme ..............................................83
Figure 4.6: Enrolment screen for Loyalty Club...........................................................83
Figure 4.7: Rewards Programme Points Table............................................................85
Figure 4.8: Loyalty Club Points Table ........................................................................86
Figure 4.9: Internet banking screen showing operation of Rewards Programme........88
Figure 4.10: Internet banking screen showing operation of Loyalty Club..................88
Figure 4.11: ATM screen showing operation of Rewards Programme.......................89
Figure 4.12: ATM screen showing operation of Loyalty Club ...................................89
Figure 4.13: Graphic on Internet Banking Screen for Rewards Programme...............91
Figure 4.14: Graphic on Internet Banking Screen for Loyalty Club...........................91
Figure 4.15: Consolidated Rewards Programme statement.........................................92
Figure 4.16: Consolidated Loyalty Club statement.....................................................92
Figure 4.17: Flow Chart Representation of Experiment— Incentive Schemes ...........94
Figure 4.18: Brand Relationship Scores Pair-wise Comparison .................................99
Figure 4.19: Brand Relationship Scores Pair-wise Comparison
(Baseline and Loyalty Club)........................................................................................99
Figure 4.20: Relative Brand Relationship Scores Pair-wise Comparison
(difference from Initial Brand Relationship).............................................................100

V

Figure 4.21: Participants' Rankings of Incentive Schemes according to Age and
Gender.......................................................................................................................114
Figure 4.22: Maslow's Hierarchy of Needs ............................................................... 11 8

Chapter 5
Figure 5.1: Rewards Programme Points Table..........................................................130
Figure 5.2: Rewards Programme Points Redemption ................................................ 13 1
Figure 5.3: Loyalty Club Points Table ......................................................................133
Figure 5.4: Loyalty Club Points Redemption............................................................134
Figure 5.5: Experiment Diary....................................................................................137
Figure 5.6: Graphic on Internet Banking Screen notifying Redemption of Points for
Rewards Programme and Loyalty Club.....................................................................138
Figure 5.7: Newsletter Invitation Letter for Rewards Programme............................140
Figure 5.8: Newsletter Invitation Letter for Loyalty Club ........................................141
Figure 5.9: Sequence of Tasks and Points for Rewards Programme
(Sessions I and 2)......................................................................................................143
Figure 5.10: Sequence of Tasks and Points for Rewards Programme
(Sessions 3 and 4)......................................................................................................144
Figure 5.11: Sequence of Tasks and Points for Loyalty Club
(Sessions I and 2)......................................................................................................145
Figure 5.12: Sequence of Tasks and Points for Loyalty Club
(Sessions 3 and 4)......................................................................................................146
Figure 5.13: Flow Chart Representation of Experiment............................................147
Figure 5.14: Number of Years as Customers by Age Group and Gender.................149
Figure 5.15: Brand Relationship Scores for Rewards Programme
(Baseline vs All Sessions) .........................................................................................153
Figure 5.16: Brand Relationship Scores for Loyalty Club
(Baseline vs All Sessions) .........................................................................................153
Figure 5.17: Brand Relationship Scores Pair-wise Comparison
(Session 1: Rewards Programme).............................................................................. 156
Figure 5.18: Brand Relationship Scores Pair-wise Comparison
(Session 2: Rewards Programme)..............................................................................156

VI

Figure 5.19: Brand Relationship Scores Pair-wise Comparison
(Session 3: Rewards Programme)..............................................................................157
Figure 5.20: Brand Relationship Scores Pair-wise Comparison
(Session 4: Rewards Programme)..............................................................................157
Figure 5.21: Brand Relationship Scores Pair-wise Comparison
(Session 1: Loyalty Club) .......................................................................................... 1 59
Figure 5.22: Brand Relationship Scores Pair-wise Comparison
(Session 2: Loyalty Club)..........................................................................................159
Figure 5.23: Brand Relationship Scores Pair-wise Comparison
(Session 3: Loyalty Club)..........................................................................................160
Figure 5.24: Brand Relationship Scores Pair-wise Comparison
(Session 4: Loyalty Club)..........................................................................................160
Figure: 5.25: Comparison of Relative Brand Relationship Change within session
between schemes (Session I

- difference between BRO and BR1) ........................... 162

Figure 5.26: Comparison of Relative Brand Relationship Change within session
between schemes (Session 2— difference between BR2a and BR2b).......................162
Figure 5.27: Comparison of Relative Brand Relationship Change within session
between schemes (Session 3—difference between BR3a and BR3b).......................163
Figure 5.28: Comparison of Relative Brand Relationship Change within session
between schemes (Session 4—difference between BR4a and BR4b).......................163
Figure 5.29: Comparison of Overall Brand Relationship between Initial Baseline
(BRO) and Continual Effects of Schemes in-between sessions.................................169
Figure 5.30: Relative Overall Brand Relationship over Intervals 1, 2 and 3 across Gift
andNo Gift conditions...............................................................................................172
Figure 5.31: Relative Dimensional Brand Relationship over Intervals 1,2 and 3 across
Gift and No Gift conditions.......................................................................................173

vii

List of Tables
Chapter 3
Table 3.1: Mean Scores of Relationship Attributes.....................................................34
Table 3.2: Composition of Customer Cohort by Age Group and Gender...................51
Table 3.3: Summary Table for Experiment to Validate Revised Brand Relationship
Questionnaire............................................................................................................... 54
Table 3.4: Comparison of Mean Brand Relationship Scores between Baseline and
after experiencing Adverts........................................................................................... 55
Table 3.5: Correlations within Facets of Brand Relationship Questionnaire.............. 58
Table 3.6: Results of Rankings of Adverts..................................................................62

Chapter 4
Table 4.1: Experiment Summary Table - Incentive Schemes.....................................78
Table 4.2: Composition of Customer Sample by Age Group and Gender..................95
Table 4.3: Participants' Frequencies of Real-World Use of Banking Channels .........96
Table 4.4: Composition of Customer Sample by Order of Incentive Scheme
Experienced.................................................................................................................96
Table 4.5: Significance Levels for Pair-wise Incentive Scheme Comparisons on Brand
Relationship Mean Scores ...........................................................................................97
Table 4.6: Comparison of Mean Brand Relationship Scores between Baseline and
Post Experience of Incentive Schemes........................................................................98
Table 4.7: Dimensional Brand Relationship Mean Scores with Results showing
Interaction Effect with Incentive Schemes................................................................102
Table 4.8: Comparisons on Dimensional Brand Relationship Attribute Scores Before
and After Experiencing the Rewards Programme .....................................................103
Table 4.9: Comparisons on Dimensional Brand Relationship Attribute Scores Before
and After Experiencing the Loyalty Club..................................................................104
Table 4.10: Results of Ratings and Rankings of Incentive Schemes ........................114

viii

Chapter 5
Table 5.1: Experiment Summary - Longitudinal Study of Incentive Schemes ........126
Table 5.2: Timeline of Customer Interaction and Relationship Development..........148
Table 5.3: Composition of Customer Sample by Age Group and Gender................149
Table 5.4: Participants' Frequencies of Real-World Use of Banking Channels .......150
Table 5.5: Composition of Customer Sample by Order of........................................150
Incentive Scheme Experienced..................................................................................150
Table 5.6: Timeline of Brand Relationship Questionnaires Administered ................ 151
Table 5.7: Comparison of Mean Brand Relationship Scores between Baseline and
Overall Average across all sessions...........................................................................152
Table 5.8: Significance Levels for Comparisons on Individual Brand Relationship
Attributes and Relative Attribute Changes in Session I - between BRO and BRI
...165
Table 5.9: Significance Levels for Comparisons on Individual Brand Relationship
Attributes and Relative Attribute Changes in Session 2 —between BR2a and BR2b
.........................166
Table 5.10: Significance Levels for Comparisons on Individual Brand Relationship
Attributes and Relative Attribute Changes in Session 3 —between BR3a and BR3b
.........................167
Table 5.11: Significance Levels for Comparisons on Individual Brand Relationship
Attributes and Relative Attribute Changes in Session 4 —between BR4a and BR4b
...............................168
Table 5.12: Timeline of Brand Relationship Questionnaire for Intervals 1,2 and 3 171
Table 5.13: Incentive Scheme Comparisons on Dimensional Brand Relationship
Mean Scores showing the Continual Effects over Intervals 1, 2 and 3 ....................174

ix

Contents
CHAPTER 1.1
Introduction ..................................................................................................................2

1 .1

Background....................................................................................................2

1.2

Objectives and Motivation.............................................................................3

1.3

Methodology and Approach..........................................................................4

1.4

Overview of Thesis........................................................................................6

CHAPTER2..................................................................................................................8
The Nature and Dynamics of Customer-Brand Relationships in the Financial
ServicesSector..............................................................................................................9
2.1

Introduction ................................................................................................... 9

2.2

Brand Relationship Norms ..........................................................................Il

2.2.1

Communal Relationships.....................................................................12

2.2.2

Exchange Relationships.......................................................................14

2.3

The Evolving Retail Banking Services Sector.............................................16

2.3.1

The Impact of Multi-Channel Banking for the Bank...........................16

2.3.2

The Impact of Multi-Channel Banking for the Customer ...................18

2.4

The Relationship between Customer and Brand .........................................20

2.4.1

Close Relationships in a Business Context..........................................22

2.4.2

Evolution of a Customer-Brand Relationship......................................23

2.5

Summary......................................................................................................27

CHAPTER3................................................................................................................28
Development of Brand Relationship Assessment Metric..........................................29
3.1

A Basis for Brand Relationship Assessment...............................................29

3.2

Questionnaire Design...................................................................................31

3.3

Experimental Validation of Initial Brand Relationship Metric ...................33

3.3.1

Results and Implications......................................................................34

3.4

Revision of Brand Relationship Questionnaire ...........................................38

3.5

Establishing a Multi-faceted Framework.....................................................39

3.6

Reorganisation of Relationship Attributes...................................................40

X

3.7

Experimental Validation of Revised Brand Relationship Metric................48

3.8

Results and Implications.............................................................................. 55

3.8.1

Reliability and Correlations within Facets of Brand Relationship...... 57

3.8.2

Reliability and Correlations within Relationship Dimensions ............61

3.8.3

Qualitative Comments .........................................................................61

3.9

Summary......................................................................................................63

CHAPTER4................................................................................................................64
The Role of Relationship Theory in Design of Incentive Schemes and the Impact on
Customer-Brand Relationship....................................................................................65
4.1

Introduction .................................................................................................65

4.2

Background..................................................................................................66
Incentive Schemes as a Marketing Tool..............................................67

4.2.1
4.3

Conceptual Foundations for Brand Relationship Experiment.....................69

4.4

Integrating Relationship Theories in Incentive Schemes ............................71

4.4.1

Exchange-oriented Rewards Programme ............................................72

4.4.2

Communal-oriented Loyalty Club.......................................................74

4.5

Methodology................................................................................................76

4.5.1

Dependent Measure .............................................................................79

4.6

Experiment Design ......................................................................................80

4.7

Experiment Procedure .................................................................................84

4.8

Experiment Results......................................................................................95

4.8.1

Customer Sample and Descriptive Statistics.......................................95

4.8.2

Brand Relationship Results for the Two Incentive Schemes -

Repeated-Measures .............................................................................................. 97
4.8.3

Brand Relationship Results for the Two Incentive Schemes -

Between-Partici pants ........................................................................................... 98
4.8.4

Relative Scores ..................................................................................100

4.9

Qualitative Comments - Rewards Programme .........................................105

4.10

Qualitative Comments - Loyalty Club.......................................................109

4.11

Debriefing Interview..................................................................................114

4.12

Discussion..................................................................................................116

4.13

Summary .................................................................................................... 119

xi

.120

CHAPTER 5
Longitudinal Study of the Role of Relationship Theory in Design of Incentive

Schemes and the Impact on Customer-Brand Relationship...................................121
5.1

Introduction ...............................................................................................121

5.2

Background................................................................................................122

5.3

Methodology..............................................................................................123

5.3.1
5.4

Interaction of Relationship Norms with Brand Relationship ............124
Experiment Design ....................................................................................127

5.4.1

Overall Design...................................................................................127

5.4.2

Incentive Schemes and Points ...........................................................128

5.4.3

Experiment Sessions..........................................................................135

5.5

Customer Sample and Descriptive Statistics.............................................149

5.6

Brand Relationship Results........................................................................151

5.6.1

Initial Brand Relationship Results.....................................................151

5.6.2

Brand Relationship Results for the Two Incentive Schemes ............. 1 52

5.6.3

Relative Scores ..................................................................................161

5.7

Effects of Relationship Norm Violation....................................................170

5.8

Qualitative Comments - Rewards Programme .........................................175

5.9

Qualitative Comments - Loyalty Club......................................................178

5.10

Discussions and Conclusions.....................................................................181

CHAPTER6..............................................................................................................184
Research Contributions and Suggestions for Further Research............................185
6.1

Contributions of Thesis .............................................................................1 85

6.2

Conclusions and Implications for Ongoing Research ...............................190

Bibliography..............................................................................................................193

Appendices................................................................................................................203

xl'

CHAPTER 1

Introduction
An introduction to the research study on the design ofpractical metrics for the
assessment of customer-brand relationships with reference to the financial services
sector and an overview of this thesis.

1.1 Background
The thesis expounded in this work is that the relationship between a customer and a
brand can be described in two dimensions as communal and exchange, and that these
dimensions can be measured by means of a practical metric. The research is presented
as a contribution to knowledge in the study of customer-brand relationships in the
financial services sector in examining the influence of relationship norms in the
design of incentive schemes.

The dawn of the digital age has come to exert a considerable influence in many
aspects of everyday life. From the ubiquitous Personal Computers, mobile phones and
Personal Digital Assistants, the integration of such computing capabilities has grown
to become indispensable in daily life. Besides enabling elements of convenience,
speed and efficiency in interpersonal communications in a social context, new
technologies have inevitably, changed the way that customers interact with their bank.
Whilst a trip to the local branch was mandatory in the past for a customer to do their
banking, all that is required now in many situations is simply to send a text message
or log onto the Internet. However, the idea of exploiting customers' competency with
new technologies to create new distribution channels has become a double-edged
sword. Although the distance between the bank and its customer is shortened in that
direct contact can be established within a matter of seconds with these new
technologies, the impact on the customer's perceived relationship with the brand
remains an issue of strategic importance that needs to be evaluated. In order to exploit
the advantages of technology, a full understanding of the factors and processes
involved in the customer-brand relationship associated with use of self-service
banking channels is necessary.

1.2 Objectives and Motivation
The main objective of the research reported is to develop practical metrics to be used
in a programme of usability experiments with customers, in order to enhance
knowledge about the consumer-brand relationship. An inventory of relationship
attributes based on relationship theories is identified and taken as the point of
departure for this work and the research focuses on how customers view their
relationships with the brand itself. Further, the research determines the degree to
which changes in direct channel service technology and the usability of such services
modifies the customer-brand relationship.

Communal relationship attributes involve social factors such as admiration, and
altruism, in that each partner in the relationship is concerned with meeting the needs
and wants of the other partner in the relationship. These attributes define close
interpersonal relationships such as those more commonly found between family
members and close friends. Exchange relationship attributes involve economic
considerations, in that each partner in the relationship undertakes some degree of
cost-benefit evaluation in the relationship with the other partner. These attributes
define buyer-seller relationships.

The contributions to knowledge from this research include characterisation of the role
of relationship attributes in the customer-brand relationship, definition of how
relationship attributes react to actions undertaken by the brand; and design and
evaluation of new, practical metrics for measurement of the customer-brand
relationship with direct reference to the financial services sector.
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1.3 Methodology and Approach
This research establishes a novel empirical metric to describe the moderating role of
relationship norms on consumer attitudes and behaviour, and how they in turn affect
the evaluation of a brand. Several studies have already examined the area of
establishing meaningful relationships between customers and brands. The research
reported here extends prior studies to examine the constitution of a relationship, how
social norms can translate into the norms of consumer behaviour, and how these
norms act as a guide in the consumer's brand assessment.

The brand examined throughout the research is that of Lloyds TSB Bank plc. The
intangible benefits associated with the consumption of this brand derive from the user
experience and satisfaction that customers gain from using their financial products
(e.g. savings/current accounts, credit cards) and delivery channels (e.g. branch
network, ATMs, Internet banking site). This overall experience will in turn translate
into establishing the usability of the various service interactions, and therefore
contribute into the consumer's evaluations of the brand.

Theories (Goffman, 1961; I-linde, 1995; Kelley et at., 1983) of the constitution of a
relationship are used as the point of departure in defining attributes that characterise a
meaningful customer-brand relationship (Figure 1), relating these to norms of
behaviour that are based either primarily on economic or social factors. With these
conceptual tools, this research presents an improved understanding of consumer
behaviour, and hence a means for evaluation of the consumer's underlying
relationship with the brand especially in terms of the role of technology in direct
banking services.

4

Qualification of a Relationship
Four Facets of Relationship in the Interpersonal
Domain

Purposive

Reciprocal

Multidimensional

Dynamic

Definition of a Close Relationship
Interdependence Theory

Frequency

Diversity

Strength

Duration

Close Relationships in a Business Context
Relationships that operate on a hybrid of communal
and exchange relationship norms

Acquaintances

Friendships

Partnerships

Figure 1: Overview of Theoretical Framework in the Study of Customer-Brand
Relationships with Reference to the Financial Services Sector

Controlled usability experiments are described in which participants' attitudes and
perceptions towards the brand are examined empirically. The experiments involve
participants carrying out different types of user experience with the brand, such as
interactions with new banking channels and technologies, such that the effects on
changes in relationships perceived to exist with the brand can be examined.

1.4

Overview of Thesis

This thesis consists of six chapters, addressing the background and setting for the
research framework, as well as detailing the experimental studies and evaluations
carried out to acknowledge this research's contribution to knowledge.
The thesis opens in Chapter 2 with an exploration of the research motivations and
settings behind this research, establishing the importance in its contribution to
knowledge. An introduction to the literature exploring the nature and dynamics of
relationships is presented, forming the theories adopted as the point of departure for
this research. This is followed with an insight into the financial services sector and a
discussion of the challenges it poses to the study of relationships between customers
and their brands. The theories explaining the constitution of close relationships in a
business context and its implications to businesses are also highlighted.
Chapter 3 continues with the description of the development process of a practical
metric - the brand relationship questionnaire, using the principles and relationship
theories discussed in the research literature. This includes the discussion of two
experimental validation studies, which assessed the appropriateness of applying
relationship theories in the design of experiments to test the veracity of the research
framework used in the design for the brand relationship questionnaire. Results
showed that the questionnaire was successful in the quantification of differences in
customers' perceptions of their relationship with the brand, and provided further
interesting areas for new research into the application of relationship theory in
marketing tools and its impact on the customer-brand relationship.
The thesis then goes on to cover an empirical study carried out to specifically evaluate
the influence of an integration of relationship norms in incentive schemes, and its
impact on the dimensions of the customer-brand relationship. Chapter 4 compares two
incentive schemes, one designed with norms of exchange-oriented relationships, the
other with norms of communal-oriented relationships. Results measured by the brand
relationship questionnaire validated the experiment hypotheses and showed
significant results produced on overall brand relationship and correspondingly on the
relationship dimensions of customer-brand relationship as a result of the schemes,
31

lending support to further research in applying relationship theories in the assessment
of customer perceptions of their relationship with the brand.

Chapter 5 discusses the longitudinal experimental exploration of the influence of an
adherence to and violation of relationship norms on brand relationships using the
marketing tool of incentive schemes. Analyses of the immediate and continual effects
of incentive schemes on the customer-brand relationship were conducted. Results
measured by the brand relationship questionnaire validated the experiment hypotheses
and found significant effects produced on both overall brand relationship and
correspondingly on the relationship dimensions of customer-brand relationship, as a
consequence of an adherence or violation of relationship norms being perceived by
customers through the incentive schemes. The effectiveness of the brand relationship
questionnaire in capturing changes in customers' perceptions of their relationship
with the brand according to relationship theories was enhanced in the results of the
experiment in Chapter 5.

Chapter 6 details the main findings and contributions that this research offers, and
discusses the implications and suggestions for future work.

VA

CHAPTER 2

The Nature and Dynamics of Customer-Brand
Relationships in the Financial Services Sector
Establishes theories of relationships adopted as the point of departure for this thesis
and offers an insight into the financial services sector, exploring the challenges it
poses for the study of relationships between customers and their brands.

2.1 Introduction

The empirical study of relationships has been described as an "essential science",
where dyadic relationships between two individuals, as well as the larger social
networks that they inhabit represent major challenges for the social, behavioural and
biological sciences (Reis et al., 2000). Used in everyday language and defined as a
connection or association between two or more people or things, relationships form
the context in which most human behaviour occurs and are characterised by a
sequence of interactions between partners where the probable course of future
interactions between them is significantly different from interactions between
strangers (Hinde, 1976). Understanding the relationship phenomenon, which forms
the point of departure of this research, demands a clear definition of what exactly
constitutes a relationship.
Four core facets have been defined (Hinde, 1995) that qualify relationships in the
interpersonal domain and for a relationship to exist, it must exhibit these four core
facets, Figure 2.1. Firstly, reciprocity considers that relationships involve an element
of inherent interdependence evidenced by a series of exchanges between active and
contributing partners in the relationship dyad. Secondly, the series of exchanges in the
relationships must provide something meaningful to the partners who engage in the
relationship to demonstrate its purposive-ness to the partners, stressing the need to
understand the significance that the relationship provides to each of the partners.
Thirdly, relationships are also multi-dimensional, and range across several

dimensions, channels and media, taking many forms, in providing a range of possible
benefits for their partners. Finally, relationships are dynamic, evolving and changing
over a series of interactions and in response to changes in the context and
environment of the relationship.

Qualification of a Relationship
Four Facets of Relationship in the Interpersonal
Domain

ReciprocalJ I

Purposive

J

I

Multi
dimensional

I

Dynamic

Figure 2.1: Conditions constituting the Qualification of a Relationship

"Indeed, virtually all societal structures and processes - formal and informal,
economic, legal, and political - are coloured by our relations with others."
(Berscheid and Peplau, 1983). One basic principle that forms the underlying
foundation of all types of relationships is that a relationship exists if two people's
behaviours, emotions, and thoughts are mutually and causally interconnected, thereby
exerting strong, frequent, and diverse effects on one another over an extended period
of time (Kelley et at., 1983); and affecting the ways and the degree to which people
depend and exert power over one another. According to the theory, a relationship
exists if the partners are interdependent in that their behaviours, emotions and
thoughts are mutually and causally interconnected. A relationship would be defined
as 'close' to the extent that it endures and involves strong, frequent and diverse causal
interconnections. A close relationship, thus, is characterised by a high degree of
interdependence in the interaction between two people as distinguished by the
properties of frequency, diversity, strength and duration, Figure 2.2. The partners
engaged in the relationship will have frequent impact on each other, involving diverse
kinds of activities for each person, where the degree of impact from each occurrence
is strong and the interconnected activity between them endures for a relatively long
time. These aspects of interdependence involve maintaining self-evaluation (Swann
and Read, 1981), making joint decisions and solving conflicts (Gottman, 1998), and
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deciding to maintain or dissolve relationships (Rusbult et al., 1982; Rusbult and
Zembrodt, 1983). In applying such interdependence theory, corresponding
relationship norms are often used as a broad set of rules in guiding acceptable and
non-acceptable behaviours, that is, the actions of one partner have some bearing on
what the other does. The combination of interdependence theory with the facets of
relationships serves as the basis of a framework for the practical assessment of
customer-brand relationships in this thesis.

Definition of a Close Relationship
Interdependence Theory

Frequency

Diversity

Strength

Duration

Figure 2.2: Diagram depicting Interdependence Theory

2.2

Brand Relationship Norms

Two types of interpersonal relationships, described in terms of communal or
exchange behaviours, can be used as a means of describing customer-brand
relationships based primarily on economic and social factors (Goffman, 1961). The
general hypothesis is that such relationships carry with them norms of behaviour,
specifically in those governing actions involved with the giving of benefits to the
partner. These guide the actions of the partners in the relationship and in turn affect
their evaluation of the relationship partner (Clark, 1986; Clark and Mills, 1979; Clark
and Mills, 1993; Clark et al., 1989; Mills and Clark, 1982; Mills and Clark, 1986).
Both types of relationship can be 'close' - the essence in their difference is in the
rules that regulate the giving and receiving of benefits between the partners.

2.2.1

Communal Relationships

In relationships which are motivated by communal norms, and which are essentially
based on altruism, each partner in the relationship is concerned with meeting the
needs and wants of the other partner in the relationship. Here, the norms are strongly
associated with prosocial actions - behaviours enacted for the primary purpose of
helping another person. The partners' interactions are not based on any requirement
or expectation that they will receive something in return, although they would also
expect their partners to demonstrate a similar concern for their own needs. Based on a
wide range of joint activities and characterised by diffuse mutual responsibilities and
obligations, communal relationships are deepened by emotional attachment and
empathy and are maintained through shared commitment and personal loyalty
between the partners (Rawlins, 1992). Close interpersonal relationships such as those
between a parent and child, between family members and friends and most certainly
between married partners, are deemed to be communal in nature. In this case, instead
of equating enjoying close relationships with a brand as comparable to being "married
to the brand", it would be more accurate to describe them as being communaloriented in nature.
In summary, the norms governing the operation of a communal relationship are
exemplified in behaviours whereby partners in the relationship prefer giving help to
one another in return for non-monetary payment; find giving benefits in return for
comparable benefits from one another undesirable; do not expect prompt repayment
of specific benefits from one another; are less likely to ask for repayments from one
another for benefits rendered; are more likely to help and request help from one
another; are less likely to keep tally of one another's individual inputs and outcomes
in a joint task; prefer dividing rewards with one another according to each person's
needs and requirements; are more likely to keep track of one another's needs, and
more responsive to one another's emotional states.
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The Communal-Oriented Customer

Customers who have developed a communal-oriented relationship with a brand tend
to exhibit the norms of a communal relationship in the guidance of their behaviours
towards the brand. For example, a bank offers a customer personal service in the
branch or by telephone because it sees its role as a partner of the customer, their
financial services provider. The customer in turn sees the bank as a 'caring' partner,
fulfilling its role as a communal partner in the relationship. Naturally, the customer
will tend to show appreciation by giving repeated business to their bank over other
banks and become an advocate of the bank. Consequently, the customer would come
to regard the bank as its partner in the customer-brand relationship based on these
communal aspects of the relationship. However, if a norm violation occurs, when for
example the bank imposes bank charges that the customer does not perceive as
Justified, the communal dimension of the relationship would deteriorate and risk
ending in dissolution.
Such acquisition of a communal relationship status with a brand would signify the
type of attachment humans develop toward certain personal objects and possessions
(Kleine et al., 1995; Wallendorf and Arnould, 1998). As such, the development of an
emotional attachment to a brand signifies a bonding between the customer and brand
in which both share the belief that they are motivated by considerations of the other's
welfare and not merely their own self-satisfaction (Levinger and Snoek, 1972). The
establishment of such close, meaningful relationships between brands and their
customers are emotive and involve a collection of perceptions about the firm or brand
(Fournier, 1998). In using a brand to create value and wealth as part of the core
function of a business (Drucker, 1998), customers need to perceive some form of
value in their relationship with the brand. In the case of communal-oriented brand
relationships, customers perceive emotional value, created through their interaction
with the brand in which respect, appreciation, recognition, understanding and
acknowledgement of the customers' value to the brand are exhibited during their
interactions with the brand.
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2.2.2 Exchange Relationships

In relationships which are motivated by exchange norms, based on the rules of giving
or taking of one thing in return for another, partners in the relationship provide
benefits to one another with the specific expectation of receiving a comparable benefit
in return. Exchange relationships are characterised by explicit individual rights and
"tit-for-tat" reciprocity, are limited in emotional investment, and are usually
maintained for as long as the benefits exceed, if not equal, the costs. The relationship
norms here are primarily associated with the principles of equity and preserving a fair
balance between what each partner puts into and gets out of the relationship. In the
business context, buyer-seller relationships are characteristic of this type of exchange
relationship, where customers will undertake a degree of cost-benefit evaluation in
their relationship with the brand. The norms governing the operation of an exchange
relationship can be observed in behaviours where partners in the relationship prefer
giving help to one another in return for monetary payment; find giving benefits in
return for comparable benefits from one another desirable; expect prompt repayment
of specific benefits from one another; are more likely to ask for repayments from one
another for benefits rendered; are more likely to keep tally of one another's individual
inputs and outcomes in a joint task; divide rewards with one another proportional to
each partner's inputs and contributions; are less likely to help and request help from
one another; are less likely to keep track of one another's needs, and less responsive
to one another's emotional states.

The Exchange-Oriented Customer

Customers who have developed an exchange-oriented brand relationship with a brand
tend to adopt the norms of an exchange relationship in the guidance of their
behaviours towards the brand. For example, a bank will seek to offer the customer
attractive interest rates and the customer will rationalise this as the bank wanting a
share of their wallet. The customer will choose to give their business to the bank, but
only because they see the benefits from doing so as equalling or surpassing the
opportunity costs - for example, the convenience of access to a local branch. To the
customer, the bank is just one of the many financial institutions providing financial
services, and once the customer determines that the cost-benefit ratio is not in
14

equilibrium, such as when another bank offers even better interest rates, the customer
may compromise the relationship with the bank. Similarly, if the bank finds itself in a
position where it is not gaining benefits from its relationship with the customer, as
when the customer is not able to keep up with mortgage payments, the bank would
compromise the relationship through imposing penalty charges to make up for the
shortfall of benefits received. However, the customer might be more tolerant of the
imposition of higher charges by the bank, if they have perceived such an action was
justifiable as an inevitable business decision by the bank. In such a scenario, the
relationship would therefore remain in place, facing less risk of dissolution.
Because every relationship is embedded in a network of other relationships (Thibaut
and Kelley, 1959), a continual process of assessment of the rewards and costs takes
place for a given relationship. Such a cost-benefit evaluation forms the basic guiding
norm that is typical of exchange relationships. Functional value is perceived as one of
the main factors in the development of relationships with brands, in terms of the
ability of the brand to provide benefits to the customer in terms of value for money,
convenience, access, product quality and technical performance.
This part of the chapter has presented an overview of the relationship theories that
form the research framework as the point of departure for this research of
relationships between customers and brands. It should be highlighted that it is
assumed that every customer would regard their relationship with brands as being
both communal-oriented and exchange-oriented in some aspects. It is also not an
objective of this research to determine whether a communal or exchange-oriented
customer-brand relationship is better or more beneficial to either party, because each
of them poses different implications and consequences. Rather, the purpose of this
research is the understanding of how exploitation of knowledge from relationship
theories can serve to enhance the customer-brand relationship, specifically with
reference to the financial service sector, as the next part of the chapter discusses.
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2.3 The Evolving Retail Banking Services Sector
Understanding the causes and effects of relationships between consumers and brands
is an important issue for both academics and practitioners in the service industries, as
the introduction of new customer-facing technologies exerts a profound influence on
how services are delivered (Bitner et al., 2000). This has been particularly so in the
retail banking sector where developments in technology and communications have
paved the way for new approaches in banking and new types of banking services.
Convenient, quick and sometimes impersonal banking methods are gaining more and
more space in daily life, mainly through the introduction of new 24 x 7 branchless
banking methods available via various direct access channels. In such a situation
where there is an increasing amount of deregulation and competition as in the retail
banking industry, distribution becomes, in effect, an important basis for
differentiation rather than the core service or product mix itself (Devlin, 1995).
Consequently, effective communication and delivery of products to customers
through the provision of superior distribution strategies offers the service provider a
competitive advantage in the marketplace (Howcroft and Lavis, 1986). An
understanding of the ever-growing influence of multi-channel banking on the
customer-brand relationship is now essential given that technology continues to play
the role of a service enabler for the customer (Gwinner

et al.,

1998; Seines and

Hansen, 2001).

2.3.1 The Impact of Multi-Channel Banking for the Bank

Delivery channels for electronic banking (e-Banking) such as the ubiquitous ATM,
Internet banking, telephone banking and mobile phone banking offer a viable
alternative to the traditional banking offering of bricks-and-mortar branches. Studies
have shown that the cost per transaction performed over-the-counter in branches is
about four times higher than a transaction performed at the ATM, and as much as
fifty-four times higher than a transaction completed on Internet banking
(Gopalakrishnan et al., 2003). The reduced profitability of 'traditional' retail banking
in an increasingly competitive environment for banks and other financial services
providers means a need for new products and more efficient distribution channels to
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be developed (Howcroft, 1993). Indeed, the economical benefits involved in reducing
over-the-counter transactions and transferring them to e-Banking channels have
proved to be one of the main driving forces behind the rapid change in the design and
distribution methods of modern retail banking services. In addition to cost savings,
such advanced self-service interfaces also serve as a platform for retail banks to
provide product differentiation (Garrone and Colombo, 1999), where such novelty in
the process of product differentiation serves to create a differential commercial
advantage for the brand (Davis, 1992).
Convenience and ease of transacting have been identified as two of the major factors
influencing bank selection (McKechnie, 1992; Thwaites and Vere, 1995), suggesting
the important role that distribution plays in customer choice of financial services
provider. Self-service banking channels, such as Internet banking, offer the potential
for higher efficiency in the distribution of banking products and offer customer
convenience as they overcome geographical barriers, enabling customers to access a
bank's services from most locations, and hence complete their banking transactions
with ease (Gopalakrishnan et al., 2003). These advantages have been widely accepted
and acknowledged by customers and between 2000 and 2001 in the United States, it
was reported that the size of the customer base performing banking activities using
the Internet more than doubled from 18 million to 36.7 million (Gartner, 2001).
With the seamless banking channels utilising ever-growing advancements in
technologies, it would seem appropriate that businesses in the financial services sector
should move from employing the more traditional monetary-oriented elements of
product, distribution and price to the more service-oriented dimensions of physical
evidence, process and people (Walsh, 2002) and focus marketing activities on the
distribution, transaction and communication channels in the facilitation of physical,
economic and informative exchanges between buyers and sellers (Peterson et al.,
1997).
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2.3.2 The Impact of Multi-Channel Banking for the Customer

The rapid development of technology-assisted distribution strategies has proved to be
a triggering benefit both to banks and customers. For banks, such direct channels have
played an increasingly important role in communicating and delivering products to
customers. For customers, the greater personal convenience of e-Banking offers the
possibility of superior levels of efficiency and reliability, thereby enhancing customer
satisfaction and banking flexibility. However, empirical evidence has found
computer-mediated communications to be less personal and socio-emotional than
face-to-face exchanges (Hiltz et al., 1986), whereby customers tend to experience a
sense of isolation and alienation due to the absence of face-to-face human interaction
in such e-Banking environments (Harden, 2002). Customers are being encouraged to
use e-Banking methods for their greater flexibility and more convenience, and thus
make fewer trips to their local branch. However, the reduced levels of personal
contact and trust, which are essential factors in establishing relationship satisfaction
and longevity (Geyskens et al., 1998; Seines, 1998), eventually lead to changes in the
customer's perceived relationship with the brand. Such conditions brought about by
technological advancements in the financial services sector will inevitably, inhibit the
formation process of commercial friendships due to the lack of or no interpersonal
interaction in using automated banking channels. Consequently, the dilution of the
link between the bank and its customers brought about by increasing computermediated communications tends to turn the customer-brand relationship into a
'disembodied' social relationship. Increasingly, banks have to go beyond addressing
the physical context of making bank branches accessible to their customers, and strike
a balance in providing customers with new physical, social and mental associations in
the forms of ATMs, and Internet banking Websites and kiosks.

Another area that warrants addressing in the financial services sector is customer
inertia in the adoption of self-service banking channels. For example, a desire for
face-to-face contact was found to be the motivator for non-adopters of ATMs
(Zeithaml and Gully, 1987). Concerns about risk and safety of alternative distribution
channels were also found to be factors for their non-adoption (Rugimbana and
Iversen, 1994). It is therefore important to understand how customer attitudes towards
their relationship with brands change in the light of technological advances and the
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adoption of new approaches to banking. Such issues serve as the basis for a 4-factor
model (Black et al., 2002) to describe customer attitude to direct channels, Figure 2.3.

Attitude to Channel Selection

Figure 2.3: Model of Channel Selection for Financial Services

Pertinent in understanding the ways in which customers choose between channels and
the circumstances under which one channel is chosen over another, this model
highlights the significance for the affective factors in consumer choice of distribution
channel. Besides the interactions between product, consumer and channel as the
mediators in channel selection, the organisational image and reputation of the brand
can act as risk relievers, such that customers perceive little risk even with more novel
distribution channels. Such affective responses to distribution channels suggest that
the customer's decision to use or not use a distribution channel is not a decision based
only on cognitive factors such as availability, accessibility and perceived risk. As
such, more consideration should be given to the affective responses present within the
customer-brand relationship.

[Go
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The Relationship between Customer and Brand

"Brands stand for something - what they stand for often goes much further than
superficial product or service attributes. " (Braun, 2004). Traditionally, the brand has
been considered to be the passive partner in the relationship. This belief has
eventually come to be overturned, as brands become an enlivened partner in the
relationship when they are animated, humanised, or otherwise personalised. Much
research has gone into examining differences in the ways that customers as
consumers perceive and evaluate brands, for example, through investigating brand
equity (Keller, 1993; McQueen et al., 1993), brand personality (Aaker, 1997;
Plummer, 1985), brand extensions (Aaker and Keller, 1990; Nakamoto etal., 1993),
the level of consumer involvement (Jobber and Fahy, 2002; Laurent and Kapferer,
1985), and how they relate to brands (Fournier, 1998; Fournier et al., 1998; Muniz
and O'Guinn, 2001). The research confirms that consumers often establish
relationships with brands in much the same way as they do with family and friends in
a social context. The affinity that some consumers have with their favourite product
can be seen on the numerous Web sites where consumers have shared their intimate
experiences with brands, leading to the cultivation of long-term relationships that are
based on psychological, social, emotional, economic or knowledge bonds (Berry,
1995; Holbrook and Batra, 1987; Liljander and Strandvik, 1995). This is particularly
evident in the context of service relationships, for example with automobile
mechanics or with hair stylists, where customer-employee relationships built on
affective feelings can play an important role in determining brand loyalty, as the
customer's decision to either remain or leave the relationship are largely influenced
by their emotional bonds with the service provider (Oliver, 1999; Shemwell et al.,
1994). The notion of being "married to the brand" explains how relationships
between brands and consumers are akin to a marriage between husband and wife
(Beaton and Beaton, 1995; McEwen, 2005). Here, consumers enjoy a relationship
with certain brands much in the same way as they do with their spouses, where
commitment is key to an enduring relationship. In this case, the brand is seen as a
totality (Light and Mullen, 1996) where it becomes a person and a surrogate for the
business's reputation, as customers come to view it as an enlivened partner in the
relationship. In the same way that commitment is essential to the building of a lasting
marriage, brands become an embodiment of integrity, expectations and credentials
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and as the business foundations on which to build a long-term relationship between
the customer and the organisation (Kapferer, 1997; Travis, 2000). Here, brands no
longer play only an ephemeral role in influencing consumer behaviour, as customers
consume not just the organisation's products but also the total brand relationship.
However, it is also important that the usage of the marriage metaphor is not being
overly applied in the context of customer-brand relationships, as issues concerning
the number, nature and willingness of the parties involved in the relationship, along
with the attendant costs and benefits and the timescale of the relationship are areas
that cannot be addressed comprehensively under the workings of a business model
(Tynan, 1997). This does not mean that using relationship theories is unviable in the
study of customer-brand relationships; rather, the objective for brands should be to
take on the concept of becoming the "preferred friend" or "preferred choice" in that
they are the ones in which consumers choose to invest more time and effort, and
which in most cases, does not imply total exclusivity (Szmigin and Bourne, 1998).

It is being increasingly recognised that service experience is inherently interpretive,
subjective and affective (Czepiel et al., 1985; Klaus, 1985; Parasuraman et al., 1985),
especially in situations where service employees hold special relationships with
customers and there exists high interdependency between customer and serviceprovider (Barnes, 2003; McCallum and Harrison, 1985). Consequently, like all
interpersonal relationships, for a brand relationship to truly exist between a firm and
customer, interdependence between the partners must be evident. The partners must
collectively affect, define and redefine the relationship (Hinde, 1979). The brand must
therefore surpass the personification qualification and actually behave as an active,
contributing member of the dyadic customer-brand relationship. Integrated marketing
actions and communications serve as one qualification for the brand in fulfilling its
reciprocal role. Accepting the significance of these reciprocal marketing actions as
being one facet in ensuring the legitimacy of the brand as a contributing relationship
partner (Fournier, 1998) is an important factor in the understanding of close
relationships between customers and their brands.
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2.4.1 Close Relationships in a Business Context
In the early 20th century, businesses were operating in a market where consumers took
what they were given, and marketing focused principally on the single sale or the
event of a transaction with the primary aim of completing an economic exchange and
achieving profitability through the successful exchange of a product or service for
money. The concise marketing framework, which incorporates the dimensions of
product, price, promotion and place that made up the marketing mix (Kotler and
Armstrong, 2003), was sufficient to describe the nature of such transaction marketing
where the product, distribution and pricing activities are of primary importance
(Webster, 1992; Van Waterschoot and Van den Butte, 1992). However, by the early
21st century, the changing role of marketing in firms with the emerging importance of
establishing close relationships between brand and customers, a paradigm shift to
relationship marketing was increasingly adopted by firms as the first step in building
interactive relationships with their customers that are primarily long-term and which
allow both parties to achieve their objectives. This means placing less emphasis on
activities relating to the product and price functions, and more on those that support
interactive marketing at the individual customer level involving elements of physical
evidence, process and people (Grönroos, 1980). This importance of developing and
maintaining enduring relationships with customers has given rise to new definitions
of marketing (Henning-Thurau et at., 2002), where the fundamental element in
marketing is seen as the management of interactions (Hunt, 1993); or a strategy to
attract, maintain and enhance customer relationships (Berry, 1983). Instead of the
occasional exchanges that were a result of mere transactional relationships,
organisations are now more interested in keeping stable and lasting relationships with
their customers, focusing importance on the affective dimensions of consumer
behaviour. Such a paradigm shift in the focus of marketing and management of
customer-brand relationships has been most apparent in the financial services sector,
mainly because significant parts of the financial services offering are easy for
competitors to replicate. Businesses have come to realise that on a segment-bysegment basis, there is a need for them to determine the causal sequence of service
provider behaviours and consumer emotions (Barnes and Howlett, 1998). The basic
questions of whether, why and in what forms customers seek and value ongoing
relationships with brands would have to be answered by moving from a previous
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product-centred business strategy to a customer-centred strategy. With the increasing
recognition of feelings and emotions as the drivers of consumer choice, businesses in
the financial services sector have strived to identify the attributes that would make for
a good and lasting customer-brand relationship with their customers.

2.4.2 Evolution of a Customer-Brand Relationship

As personal service relationships evolve from being principally agent-based to a more
communal orientation, customers who have interacted with a brand for a longer
period of time are more likely to view that brand as a friend (Rawlins, 1992).
"Service encounters are first and foremost social encounters." (McCallum and
Harrison, 1985). Social factors that have been integrated and perceived by customers
during service encounters could eventually become social encounters, harnessing the
development of relationship between brand and customer (Bendapudi and Berry,
1997; Gwinner et al., 1998). Nevertheless, in most, if not all cases, consumers play
the main role in deciding at which stage of the customer-brand relationship they want
to engage with the brand. Cost-benefit analyses involving detailed calculations of
trade-offs associated with relationships with one supplier versus their competitors are
often performed in the initial stages. Consequently, two outcomes are possible - the
growth of the relationship to even closer ones, or if the customer decides to change
suppliers, termination of the relationship. Ultimately, the value inherent in the
relationship becomes the leverage for the customer to decide if there is to be a
transaction-oriented or a relationship-oriented relationship. Hence, it is important to
understand and identify from relationship theories how the customer-brand
relationship can be used to maximise positive returns to both customer and brand.
One relationship typology (Johnson and Selnes, 2004) hypothesises three types of
relationships that are mainly economic in nature and have the potential to evolve from
one stage to the next when placed within a business context, Figure 2.4.
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Close Relationships in a Business Context
Relationships that operate on a hybrid of communal
and exchange relationship norms

Acquaintances

Partnerships

Friendships

Figure 2.4: Different Stages of Close Relationships in a Business Context

Acquaintances

This is the stage in a relationship where minimum familiarity with the customer is
established, Figure 2.5, and the brand attempts to attract the customer based on the
core value proposition of the business. Here, customers perceive little value in
developing a relationship and would, where they are able, adopt a transactional mode
of dealing with the supplier (Szmigin and Bourne, 1998). Whilst operating mainly on
an exchange basis, the anticipation of future and frequent interactions (satisfying one
of the four factors of interdependence theory as described in Section 2.1) could
eventually lead to a promotion of "friendly relations" as a stage in the formation and
maintenance of a friendship (Fehr, 1995).

Stranger

Acquaintance
Relationship
Norms

Communal
ommunal
Relationship
Norms

/
Stranger

Figure 2.5: Diagram depicting Acquaintances as a stage in Close Relationships

24

Friendships
The more specific term "friendship" is portrayed as a voluntary, personal relationship,
typically providing intimacy and assistance, in which the two parties like each other
and seek each other's company (Fehr, 1995; Hartup, 1975; Hays, 1988; Reisman,
1979; Wright, 1985). The characteristics and recurrent nature of service encounters
launch "friendly exchanges", eventually leading to the development of more intense
friendships (Kurth, 1970). Previous research has established that participants agree
that such commercial friendships, similar to other friendships, involve affection,
intimacy, social support, loyalty, trust and reciprocal gift giving (Bell, 1981; Fischer,
1982; Price and Arnould, 1999; Tesch and Martin, 1983), and that the business can
benefit in terms of customer commitment, service loyalty and positive advocacy.
Ultimately, the benefits of the customer relationship becoming a friendship to the
brand is that the original exchange-based association moves to a situation based on
both exchange and communal dimensions, Figure 2.6, where the value of the
relationship becomes more unique and therefore harder for competitors to imitate.
However, because the opportunity costs involved at this stage are low, alteration to
the state of the relationship could still occur if either partner detects a change in the
value proposition derived from the relationship, which could result in either
deterioration of the acquaintance, or dissolution of the relationship.

Acquaintance

Acquaintance

Friendships
Merging
of
Exchange
and
Communal
Relationship
Norms

inthnce

Acquaint ance

Figure 2.6: Diagram depicting Friendships as a stage in Close Relationships
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Partnerships
This stage is where the brand becomes a partner and an integral part of the customer's
life. Research in social exchange theory (Morgan and Hunt, 1994) suggests that the
significant degree of trust created by this stage of a relationship eventually leads to
increased commitment, and is characterised in the behaviour of the partners moving
from short term exchanges to long term relationships. Such a degree of relational trust
often involves strong emotional elements and leads to the development of close social
relationships where a level of psychological loyalty is reached. It could then be
inferred that the customer-brand relationship is now operating on the norms of strong
communal relationships within a business context, Figure 2.7.

Partnerships

Operation of
Communal
Relationship
Norms in a
Business
Context

Figure 2.7: Diagram depicting Partnerships as a stage in Close Relationships
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2.5 Summary
This chapter has presented an insight into the evolution and challenges that businesses
in the financial services sector are presented with in the face of technological
advancements. The different stages in the customer-brand relationship have been
described in detail. Based on the insights provided by the literature, the following
chapter discusses the development of a practical assessment metric for quantification
of the customer-brand relationship and which can be used to investigate aspects of
relationship theories at a conceptual level in the study of close customer-brand
relationships in a business context.
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CHAPTER 3
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Development of Brand Relationship Assessment
Metric
The development of a practical metric to enable the measurement of customers'
attitudes and perceptions towards their relationship with the brand.

3.1

A Basis for Brand Relationship Assessment

Whilst improvements in user interface design and usability serve to improve the
quality of service to customers using self-service direct banking channels, the effects
of such self-service channels on the relationship between customers and the brand
remains an important area of concern that requires further research and optimisation.
It has been shown that relationships are built on a sequence of interactions between
partners where the probable course of future interactions between them is
significantly different from that of interaction between strangers (Hinde, 1976).
Drawing from this theory, it can be inferred that consumer interactions with brands
can also be characterised as relational, and quality attributes can be assigned to
represent the processes that are presumed critical for the development of each facet in
the interpersonal domain of relationships (Hinde, 1995). This then serves as the
framework for the relationship attributes used in the brand relationship metric created
as part of this research.

The theoretical basis of the communal-exchange framework is that the differences
which consumers exhibit in their interactions with brands can be traced back to
communal and exchange norms of relationship behaviours, or what is generally
accepted to be the "right way to behave" in that relationship.
"Although the distinction is often made between relationships of 'limited intimacy'
like service relationships between patient/doctor or client/hairdresser, and those of
full intimacy' like those between spouses, parents, and siblings, it is one of degree
rather than one of kind. The attributes of interdependence exist no matter the degree

of the relationship." (Chelune et at., 1984). Consequently, the type and orientation of

the customer-brand relationship depends on the relative contribution of emotional (as
in communal-oriented relationships) and functional (as in exchange-oriented
relationship) value created by the brand in the mind of the customer. As a result,
customers may evaluate actions that produce the same economic costs or benefits
differently, depending on the relationship norms that are salient at the time of the
evaluation. It is this adherence to or violation of expected relationship norms that will
influence customers' appraisals and evaluations of the brand, as illustrated in Figure
3.1.

Stimuli
Interaction
Experience

Norms of
Relationships

- Communal
Attributes

Customers'
Perceptions
of Brand
Relationship

Norms of
Relationship

- Exchange
Attributes

Figure 3.1: Influences on Customers' Perceptions of Brand Relationships

Based on the relationship theories studied in the literature review, an inventory of
relationship attributes is identified as the point of departure for the development of a
metric for brand relationship assessment with reference to the financial services
sector.
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3.2 Questionnaire Design
Using the theories of interdependence (Kelley et al., 1983) and the four-facet model
of relationship (Hinde, 1995) as described in Chapter 2, an inventory of twenty-four
statements to represent each of the four major relationship traits was established as
the basis of the practical brand relationship questionnaire created in this research. The
attribute norms of the communal-exchange model (Goffman, 1961) have been
integrated into the statements as illustrated in Figure 3.2, resulting in twelve
statements encompassing the attributes of communal relationships, and twelve
statements describing attributes of exchange relationships. The development of the
questionnaire was also informed by the judgements of a team of academic experts as
to which wordings might be optimal to express aspects of the perceived relationship
between customer and brand (Lloyds TSB).

The questionnaire adopts the 7-point Likert-style proposal-response format (Likert,
1932) to describe brand relationships in terms of the degree that experiment
participants agree or disagree with the statements before and after the brand
interactions in an experiment. The initial design of the brand relationship
questionnaire with a total of twenty-four statements is shown in Appendix A.
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Reciprocal

Purposive

Multi-dimensional

Dynamic

- exchange between active and
interdependent relationship partners?

- the provision of meanings to the
persons who engage in the relationship

- what is the nature of the benefits
sought?

- evolves and changes over a series of
interactions

Communal

Exchange

Communal

Exchange

Communal

Exchange

Communal

Exchange

-Lloyds TSB values
its relationships with
me because it cares
about my banking
needs.

- Lloyds TSB values
its relationships with
me because it
expects my loyalty in
return.

- Lloyds TSB offers
me a wide range of
products because it
values me as a
customer,

- Lloyds TSB offers
me a wide range of
products because it
is the standard
practice.

- Lloyds TSB is the
kind of company I
would recommend to
my friends because
it has served me
well.

- Lloyds TSB is the
kind of company I
would recommend to
my friends because
the bank may
reward me for doing
so.

- Lloyds TSB is my
bank because I like
it better than the
others banks.

- Lloyds TSB is my
bank at the moment
but I may change
banks in the future.

- Lloyds TSB is
interested in treating
me as a partner in a
long-term
relationship.

- Lloyds TSB is
interested in holding
on to me as their
customer.

- Lloyds TSB has
helped me deal with
my finances at
various stages of my
life because it sees
me as their longterm customer.

- Lloyds TSB has
helped me deal with
my finances at
various stages of my
life because it
makes good
business sense for
them.

- Lloyds TSB tries to
understand my
banking needs
better each time I
use them so that it
can offer me
relevant products
and services.

- Lloyds TSB tries to
understand my
banking needs
better each time I
use them so that it
can offer me more
products and
services.

- Lloyds TSB treats
me like a friend.

- Lloyds TSB treats
me just like any
other customer.

- Lloyds TSB helps
me satisfy my
financial needs.

- Lloyds TSB just
happens to be the
bank that I choose to
bank with.

- Lloyds TSB has
been improving as a
bank over the years
so that it can serve
its customers better.

- Lloyds TSB has
been improving as a
bank over the years
so that it can keep
up with the
competition.

- Lloyds TSB
responds to my
banking needs
because it feels it is
my financial partner

- Lloyds TSB
responds to my
banking needs just
like any other bank
would.

- Lloyds TSB has
become a partner in
the financial aspects
of my life.

- Lloyds TSB is my
bank because it is
troublesome for me
to change banks.

Figure 3.2: Brand Relationship Questionnaire Based on Four-facet Model of Relationship (Hinde, 1995) integrated with Communal
and Exchange Relationship Theories (Goffman, 1961)
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3.3 Experimental Validation of Initial Brand Relationship
Metric
A convenient opportunity to validate the design of the brand relationship metric arose
as part of a usability experiment with new technologies involving the use of 2-factor
authentication for Internet banking security being considered by the Bank. The nature
of these technologies was such that an impact on brand perceptions was anticipated
and this was judged to be a suitable setting to test the validity of the brand
relationship metric.

The experiment involved a sample size of 83 customers of the Bank. The sample was
balanced for gender and age. One of the aims of the experiment was to examine the
impact of new security technologies for customer authentication for Internet banking
on customers' perceptions of the Lloyds TSB brand. Participants were recruited to
experience use of these technologies through a hands-on session where they were
asked to take part in scenarios in which they played the role of customers performing
a bundle of banking tasks that can be completed using Internet banking. The tasks
undertaken (check balance and bill payment) were similar for both security
technologies. An initial brand relationship questionnaire was completed before
participants started their experiment session in order to set a baseline for the
participants' existing perceptions of their relationship with the brand. The
questionnaire was completed again at the end of the experiment session, after the
participants had experienced the new security technologies and completing their
tasks.

The most appropriate method of analysing the type of data from questionnaires, such
as this using the Likert format, is the process known as ANOVA - analysis of
variance, which computes the separate contributions to the overall error variance from
the individual independent variables (Corston and Coleman, 2003). The data were
analysed using the statistics analysis package SPSS'.

SPSS Statistical Package for Social Sciences
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The results of such analysis of variance are associated with a significance score, p,
which is the probability of (falsely) obtaining data at least as extreme as these,
assuming that there is in fact no effect caused by the experiment treatments. Thus, the
smaller the p value, the stronger the evidence that the experiment treatments have
actually produced an effect. Typically the term 'significant' is used to describe a
result where p<0.05; 'highly significant' is used to describe a result which is
significant at the more stringent level p<O.Ol; and 'very highly significant' is used to
describe a result which is even more stringent p<0.00 1.

3.3.1 Results and Implications

The mean overall scores for brand relationship before and after exposure to the new
security measures for Internet banking are shown in Table 3.1.

Relationship
Type

Questionnaire
(N=83)

Mean Relationship
Attributes Score
(7-point response scale)

Initial

5.04

Post-experience

5.28

Initial

4.79

Post-experience

4.83

Communal

Exchange

Significance Level

p = 0.000
p=0.314

Table 3.1: Mean Scores of Relationship Attributes

Pair-wise analysis shows that while there is a highly significant main effect (p<0.01)
in the differences between initial and post-experience mean scores for the set of 12
communal brand relationship attributes, the difference is not significant between the
initial and post-experience mean scores for the set of 12 exchange brand relationship
attributes (p=0.314). This comparison of the mean scores for the communal and for
the exchange relationship attributes over the initial and post-experience data shows
that the questionnaire was successful, at least in part, in being able to quantify the
resultant differences in the perceptions of the type of relationships the participants
have with the brand after exposure to the new technologies experienced in the
experiment.
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Figure 3.3 shows the mean scores for each of the twelve communal relationship
attributes for the initial and post-experience questionnaires. Pair-wise analysis reveals
that there is a significant difference (p<0.05) in scores for communal attributes that
dealt with caring for customers' banking needs, treating customers as long-term
partner and improving so as to serve customers better. A further five attributes
exhibit a highly significant difference (p<O.Ol), namely for treating customers like a
friend, is a financial partner of the customer, values its customers, offers relevant
products and has become afmnancial partner.
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Figure 3.4 shows the mean scores for each of the twelve exchange relationship
attributes for the initial and post-experience questionnaires. Pair-wise analysis shows
a significant difference (p<0.05) for two attributes for treating customers just like any
products as standard practice, while there is a highly significant

other and of

difference (p<O.Ol) in the attributes of the brand involving expectations of loyally
from customers, customers' expectations of rewards from the bank, offers products
(that may not be relevant) and improves so as to survive the competition.
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From these results, it can be established that differences in the attitudinal
characteristics of customers occurred after experiencing an interaction with the
stimuli presented in the experiment session, that is, the new security technologies
introduced in the process of customer authentication for Internet banking. The data
support the validity of the questionnaire design.

Reliability and Correlation Analysis
A measure of reliability using Cronbach 's Alpha was conducted on results of the
initial brand relationship questionnaire to assess how well the items measuring the
same brand relationship dimension correlate with one another. There is no set level of
alpha that indicates acceptable reliability, but generally, an alpha of less than 0.60 is
considered to be not very reliable. Reliability is considered excellent if alpha is above
0.80. Results showed that the questionnaire based on all 24 attributes was highly
reliable with an alpha of 0.88. The 12 attributes measuring the communal dimension
in the customer-brand relationship generated an alpha of 0.94, while the 12 attributes
representing the exchange dimension in the questionnaire generated an alpha of 0.64.

Correlation analyses of the brand relationship attributes according to their separate
relationship dimension were carried out. Results showed that all 12 attributes
measuring the communal dimension of relationships were highly significantly
correlated to one another, with a Pearson correlation ranging from 0.40 to 0.74.
Conversely, correlation results showed incoherence amongst the 12 attributes
measuring the exchange dimension. Sixteen pairs of non-correlations were found, and
correlations amongst the rest were weak with a range of r-values of less than 0.001 to
0.58.
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The difference in the consistency between the two dimensions in the questionnaire
was further highlighted in factor analysis tests performed on the initial brand
relationship data. One factor was extracted for the twelve communal items, explaining
61.6% of the variance. The extraction of a sole factor here seems to confirm the
overall objective of the questionnaire in quantifying perceptions of the communal
dimension of customer-brand relationship using these twelve items.

In contrast, four factors were extracted for the twelve exchange items. The first factor
accounted for 2.6% of the variance and includes the attributes "expects my loyalty",
"interested in me only as a customer", "expects rewards from bank". The second
factor accounted for 1.5% of the variance and includes the attributes "treats me just
like any customer", "just happen to bank with it", "may change banks" and "is just a
bank". The third factor accounted for 1.2% of the variance and includes "offers
products" and "improves to survive competition", while the last factor accounted for
0.5% of variance with the attributes "is just like any bank", "offers products as
standard practice" and "business-oriented". This indicates that the statements
designed to measure the exchange dimension of customer-brand relationship in the
questionnaire were not as effective as those designed to measure the communal
dimension.
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Revision of Brand Relationship Questionnaire

The initial 24-item brand relationship questionnaire was designed on the basis of a
combination of relationship theories. Results from the validation experiment carried
out to evaluate the effectiveness of the questionnaire indicated that the twelve
statements that had been designed to measure the communal dimension of customerbrand relationship in the questionnaire had a reasonably good level of reliability. In
contrast, statements that were used to represent exchange relationship norms appear to
fit less appropriately using the framework. An explanation for this could be that the
exchange dimension of relationships encompasses far less relationship attributes as
that of the communal dimension. As such, designing exchange statements within the
multi-faceted framework of relationships, and their quality attributes would appear to
be spreading the exchange relationship dimension too thinly when perhaps it is simply
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governed by just one dominating attribute, that is "the orderly trading of costly
benefits", whereby exchange partners tacitly agree that "a specific benefit is owed in
return for a benefit received" (Clark and Mills, 1993). In light of this, the following
sections describe a set of refinements to the brand relationship questionnaire in an
attempt to better capture the norms and implications of the relationship theories
integrated in its design.

3.5 Establishing a Multi-faceted Framework
The reciprocal attributes in the theory of customer-brand relationship involve a
demonstration of shared meaning or reciprocated meaning between active and
interdependent partners in the relationship. In the business context, a caring company
would seek to demonstrate altruism rather than make demands for reciprocity,
exhibiting attributes of caring and giving in the relationship with its customers
evidenced by qualities of affection, warmth and protectiveness (Penman and Fehr,
1986). Here, it is expected that as the physical (involving the use of ATMs, Internet
banking kiosks), social (involving face-to-face transactions at the branch) and
technological association (involving the use of Internet banking) grows between the
brand and the customer through participation in the range of diverse activities
presented with its product offerings, the sense of intimacy between the partners would
grow, thereby leading to the development of closer relationships and hence, stronger
communal relationships. On the other hand, individuals involved in exchangeoriented relationships in the business context would give benefits in expectation of
repayment or to satisfy an obligation, often involving monetary-based conditions that
are imposed through contractual obligations. As such, the quality attributes in the
reciprocal facet of relationship are manifested through the descriptors of caring,
equality, treatment and responsibility.
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In demonstrating attributes in the purposive facet of relationship, brands would need
to understand how (and at what stage in the evolution process) customers perceive
their relationship with their brand. At the core of the customer-brand relationship,
customers should be able to perceive a provision of meaning from brands which are
associated with their roles. Descriptors that manifest the provision such quality
attributes are matching of needs, supportive actions and needs fulfilment.
Because relationships are often regarded as a multiplex of phenomena, participants
often distinguish between their relationships based on the nature of the benefits that
are derived (Wright, 1974). Such association of benefits, for example, could range
from being instrumental in the attainment of functional objectives, or in the provision
of socio-emotional rewards involving psychosocial identity functions, such as
reassurance of self-worth or reaffirmation of one's self-image. The quality attribute in
the multi-dimensional facet of relationship is hence benefits association.
As the dynamic perspective of the theory temporarily distinguishes the relationship
from being an isolated transaction, the 5-phase model of initiation, growth,
maintenance, deterioration and dissolution (Levinger, 1983) was adapted and
integrated into the framework for the questionnaire. The descriptors for the quality
attributes in the dynamic facet are initiation, growth, maintenance and value creation.

3.6

Reorganisation of Relationship Attributes

Exchange relationships are in nature more explicit and less multifaceted than are
communal relationships (Batson, 1993). Whilst exchange relationships (e.g.
commercial transactions) can easily be distinguished from communal relationships
(e.g. marriages, friendships) in a general context, the line is more difficult to draw in
situations when both communal and exchange relationships can potentially co-exist
within a business context. In instances like this when the conventional boundaries of
relationships overlap between the two dimensions, the rules that guide the partners in
their roles are no longer distinguishable. Indeed, the mutual existence of both
communal and exchange relationships in the same relational context makes it difficult
to establish a clear distinction between the two relationship dimensions because at this

HE

stage of mutuality, the norms that guide the relationship involve both communal and
exchange aspects:
"...the norms for giving and receiving benefits in communal relationships are really
the same as the norms in exchange relationships; they are simply applied more
broadly. According to this criticism, communal relationships still operate on quid pro
quo exchange principles... " ( Batson, 1993). The commercial core of service
relationships precludes defining any customer-brand relationships as purely
communal, no matter how close they may be (Goodwin, 1996). This infers that all
customer-brand relationships stem from being exchange-oriented. Even a customerbrand relationship that is operating on pure communal attributes has to be formed on
the basis of a business relationship in the first place for it to exist. In other words,
every communal-oriented business relationship will at some point of time begin and
still operate on exchange norms. There will always be a dimension of exchange
norms operating together with the communal norms in a business relationship, such
that the customer-brand relationship hardly exists in separate relationship dimensions.
Instead, the communal attributes become an operating subset of the exchange norms.
Additionally, previous research has shown that weak communal relationships operate
on a non-communal basis and therefore involve aspects of exchange relationships
(Clark and Jordan, 2002), as illustrated in Figure 3.5.
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Figure 3.5: Application of Communal Norms as a Function of the Communal
Strength of a Relationship and the Cost of Benefits
(adapted from Clark and Jordan, 2002)

Hence, it could be said that weak communal relationships are in many ways similar to
the modus operandi of exchange relationships in their governing norms. Due to the
non-exclusivity of relationship norms in such a context, grouping relationship
attributes with their expected respective relationship dimensions is inevitably
disputable. It should thus be noted that the categorisation of statements in the
questionnaire employed in this research is done with a best-case scenario approach.
Each statement is analysed to assess whether it sought to investigate assessments of
'social' elements or 'economic' factors. To enhance rigour and reliability, the
relationship norms manipulation check questionnaire (Clark, 1986; Appendix B) was
used as a guiding tool to best categorize the statements in the appropriate dimension.
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Using the published results combined with the statistics analysis from the
experimental validation of the initial questionnaire design presented in Section 3.3.1,
a re-organisation of the attributes in the brand relationship questionnaire was
undertaken and statements representing the exchange attributes of brand relationship
were largely eliminated. A panel of six judges of expertise in the field of humancomputer interfaces then assessed the relevance of each of the communal statements
and made suggestions as to additions and deletions from the inventory. An acceptable
level of agreement for inter-judge reliability has been defined in the literature as being
80% (Keaveny, 1995). The consensus for this experiment between the six panel
judges was typically 80-100% in the decision to adopt the revised list of brand
relationship statements for the questionnaire. All but one of the original 12
communal statements, which were found to be performing appropriately, were
retained. These statements were then simplified and rephrased (Figure 3.6) to enhance
their readability and practicality in the questionnaires, and more importantly, to better
reflect the behavioural norms guiding communal and exchange relationships.

The communal statement "interested in treating me as a partner in a long-term
relationship" has been revised to incorporate the element of equality in long-term
relationships, thereby translating it from a communal attribute to an exchange
attribute; and the statement "has been improving as a bank over the years so that it
can service its customers better" has been expanded into two communal statements to
capitalise on the attributes of initiation and maintenance in the dynamic facet of
relationships. As described in Section 3.4, the original 12 exchange statements have
been reduced to one statement - "giving me good value for money" to signify the
main overriding aspect of exchange relationships in the dynamic facet of
relationships.

2

The (Communal) statement in the initial brand relationship questionnaire "Lloyds TSB is my bank
because I like it better than the other banks" was removed because it was judged to be leading and
overly specific in tapping subjective perceptions of the customer-brand relationship.
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Facet of
Relationship

Reciprocal

Purposive

Multidimensional

Dynamic

Statements representing Communal I Exchange aspects of
the Customer-Brand Relationship
Initial Version of
Brand Relationship Questionnaire

Revised Version of Brand
Relationship Questionnaire

Values its relationships with me
because it cares about my banking
needs (Communal)

Cares about me and my banking
needs (Communal)

Interested in treating me as a partner
in a long-term relationship (Communal)

Sees me as an equal partner in a longterm banking relationships (Exchange)

Treats me like a friend (Communal)

Treats me like a friend (Communal)

Responds to my banking needs
because it feels it is my financial
partner (Communal)

Sees itself as being responsible for my
general financial well-being
(Communal)

Offers me a wide range of products
because it values me as a customer
(Communal)

Offers me the banking services that
best meet my needs
(Communal)

Has helped me deal with my finances
at various stages of my life because it
sees me as their long-term customer
(Communal)

Is supportive of my financial needs
(Communal)

Helps me satisfy my financial needs
(Communal)

Helps me satisfy my financial needs
(Communal)

Is the kind of company! would
recommend to my friends because it
has served me well (Communal)

Is a company I would recommend to
my friends (Communal)

Tries to understand my banking needs
better each time I use them so that it
can offer me relevant products and
services (Communal)

Has been improving as a bank over the
years so that it can service its
customers better (Communal)

Has become a partner in the financial
aspects of my life (Communal)

Is getting to know me better
(Communal)

Is committed to its relationship with me
(Communal)
Adapts to suit its customers' needs
(Communal)
Is a partner in the financial aspects of
my life (Communal)
Is giving me good value for money
(Exchange)

Figure 3.6: Optimisation of Communal and Exchange Statements
in Revised Brand Relationship Questionnaire
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The revised questionnaire was further extended by the inclusion of eleven other
attributes which are specific to the subject bank's (Lloyds TSB) stated commitment to
its customers in terms of customer understanding, accessibility, responsibility and
expertise, as shown in Figure 3.7. Consequently, these attributes are judged to be
generic for operation of any financial services provider.

Indicators of Customer
Commitment

Statements to be used in Revised
Brand Relationship Questionnaire
Is not patronising towards its customers (Communal)
Treats its customers with respect (Communal)
Treats me as an individual (Communal)

Customer understanding
Understands my banking needs (Communal)
Values its customers (Communal)
Treats its customers fairly (Exchange)
Is in touch with its customers (Communal)
Accessibility

Puts me in control of my finances (Exchange)
Offers straightforward banking (Exchange)

Responsibility

Always acts in my best interests (Communal)

Expertise

Offers a high quality service (Exchange)

Figure 3.7: Statements in Revised Brand Relationship Questionnaire incorporating
the Lloyds TSB's Customer Commitment
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The outcome of this revision process was an inventory of 24 brand relationship
statements that are systematically categorised as either communal or exchange
statements according to the four facets of relationships. As a result and in accordance
to the theory that exchange relationships are in nature more explicit and less
multifaceted, the Exchange Scale, which measures the exchange dimension of
relationships, comprises six attributes. In contrast, the communal dimension of
relationships is based on eighteen attributes in the Communal Scale. The overall
framework for the categorisation and analysis of the relationship statements that result
from the refinement process for the revised brand relationship questionnaire is shown
in Figure 3.8. The revised questionnaire is included in Appendix C.
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Facet of
Relationship

Descriptor

Caring

Statements Measuring
Communal Dimension of
Brand Relationship

Statements Measuring
Exchange Dimension of
Brand Relationship

Cares about me and my
banking needs

Reciprocal

Sees me as an equal partner
in a long term banking

Equality

Treats its customers fairly
Treatment

Treats me like a friend
Is not patronising towards its
customers
Treats its customers with
respect

Puts me in control of my
finances

Treats me as an individual

Responsibility

Sees itself as being
responsible for my general
financial well-being
Always acts in my best
interests

Purposive

Matching of needs

Understands my banking
naarlt

Offers me the banking services
that best meet my needs

Multidimensional
Dynamic

Supportive actions

Is supportive of my financial
needs

Needs fulfilment

Helps me satisfy my financial
needs

Benefits
association

Is a company I would
recommend to my friends

Initiation

Is committed to its relationship
with me

Growth

Is getting to know me better

Maintenance

Is in touch with its customers

Offers straightforward banking

Offers a high quality service

Adapts to suit its customers'
needs
Value creation

Is a partner in the financial
aspects of my life

Is giving me good value for
money

Values its customers

Figure 3.8: Statements Employed in Revised Brand Relationship Questionnaire
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37 Experimental Validation of Revised Brand Relationship
Metric
Validation of the revised brand relationship questionnaire was undertaken in the
context of an experiment to assess the effects on the customer-brand relationship of
marketing campaign adverts on ATM screens and involved three different screen
design approaches based on differing degrees of communality and exchange
orientation. The adverts used in this experiment all promoted a 'Recommend a
Friend' campaign offer from the Bank. Each advert took a different approach to the
offer - one based on exchange attributes in the customer-brand relationship, one
based on communal attributes and one based on a hybrid of both approaches. The
dependent variables in the experiment were the responses to the individual items in
the brand relationship questionnaire. The independent variable was the type of advert
that was shown on the ATM screen.
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The Exchange Approach
The Exchange advert was designed to communicate reciprocity in the customer-brand
relationship, in this case, to specifically incorporate the norms that partners prefer to
receive or provide monetary payments for providing help, to get or offer comparable
benefits in return for benefits rendered, and to receive or provide prompt repayment
for benefits given to the partner.

The image (Figure 3.9) showing the exchange of money from one hand to another is
intended to depict the Bank providing monetary payment to the customer for
recommending a friend. The use of the word Reward' is intended to depict the Bank
offering a comparable benefit to customers for their performance of the desired action
in recommending a friend to the Bank.

14-

To find out more textFriend
to 82332 or visit any branch

Figure 3.9: ATM Advert designed with an Exchange-oriented Approach

The Communal Approach

The Communal advert was designed to depict a highly communal relationship where
in this case, partners in the customer-brand relationship are prepared to receive or
provide help with no monetary payment, to get or offer non-comparable benefits in
return for benefits rendered, and not to expect to receive or provide prompt repayment
for benefits given to the partner.

The image, which shows three female friends (Figure 3.10), is intended to depict a
sense of communality in the customer-brand relationship. The absence any monetary
incentive reflects the nature of communal relationships that are based primarily on
social (rather than economic) factors, while the wording communicates that the
customer-brand relationship between the Bank and its customers is one where they
relate to one another as close partners (friends).
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Figure 3.10: ATM Advert designed with a Communal-oriented Approach
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The Hybrid Approach

The Hybrid advert depicts aspects of both communal and exchange relationships. The
image which shows two female friends (Figure 3.11) communicates a degree of
communality in the customer-brand relationship while the monetary reward serves as
the Bank's offer of a prompt monetary payment in exchange for customers'
recommending a friend to the Bank.
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by rocommending a friend

To find out more text Friend
to 82332 or visit any branch
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Figure 3.11: ATM Advert designed with a Hybrid of both Exchange and
Communal-oriented Approaches

In the experiment, participants were presented with three scenarios, where in which

they experienced the adverts whilst performing banking tasks on the ATM. The
adverts were positioned on the 'Please Wait' screens and were visible for four
seconds. A cohort of 50 Lloyds TSB customers, balanced for age and gender, Table
3.2, took part in the research where each experiment session lasted about 30 minutes.

Age Group

18-34
35orabove

Total

Gender
Male

Female

13
13
26

12
12

Total

25
25

24
50
Table 3.2: Composition of Customer Cohort by Age Group and Gender
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The experiment procedure started with participants completing an initial brand
relationship questionnaire to measure their perceptions of their relationship with the
Bank up to the point before the adverts were experienced. This then acts as the
baseline reference. They were then told that they were to use the ATM to perform
typical banking tasks using fictitious persona and bank details designed for the
experiment. Participants were asked to carefully observe the screen while performing
the tasks and while the ATM was processing the transactions. After completion of
each advert scenario, participants were asked to complete a brand relationship
questionnaire relating to the scenario. In summary, the experiment procedure is
depicted in Figure 3.12, and Table 3.3.
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Completes initial brand relationship
questionnaire

Assigned different persona details

PL

fi-st

task

Sees Please Wait screen

Experiences ATM advert

Using same persona details

I
'\

Performs
second
bankin9 task

J

Sees Please Wait' screen

Experiences ATM advert

Completes brand relationship
questionnaire based on advert
experienced

Experienced
all 3 ATM
adverts?

•N

NO

YES

End

Figure 3.12: Flow Chart Representation of Experiment to Validate Revised Brand
Relationship Questionnaire
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ATM Adverts based on different Brand Relationship Models
Experiment Design

Experiment
E
Purpose:

Experiment

Experimental exploration of customer attitude to the process (usability)
and customer-brand relationship with the introduction of an 'Introduce a
Friend scheme via three design screens on the ATM.

H0: There will be no statistically significant differences in measures of
perceived brand relationship between the three designs.

Hypotheses:

H1: There will be statistically significant differences in measures of
perceived brand relationship between the three designs.

Experiment

All participants experience three designs. Balanced exposure.

Design:

Repeated measures.

Dependent
Variables:

Perceived Brand Relationship attributes (7-point Likert scale)

Other Data:

Independent
Variables:

Demographics data
Exit questionnaire data
Experiment - Advert (3 cases)
Participant - Gender (2 genders, balanced), age group (2 groups,
balanced)

Confounding

Participant interpretation of persona details

Variables:

Researcher bias (randomised)

Cohort:

N = 48 (Lloyds TSB Internet banking customers)
2 genders x 2 age groups x 6 orders = 24, over-sampling ratio = 2

Honorarium:

Personal cheque of £30

Duration:

30 minutes per session

Table 3.3: Summary Table for Experiment to Validate Revised Brand Relationship
Questionnaire
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3.8 Results and Implications
As shown in Table 3.4, from an initial overall score of 5.08 (7-point scale) the brand
relationship score shows a statistically significant increase (p<O.OS) overall for the
adverts designed around Exchange concepts (mean score 5.21) and also for those
designed around Communal concepts (5.18). The change for the Hybrid design (5.16)
was only marginally significant (p=0.079).

Mean Brand Relationship Score
(7-point response scale)
ATM
Advert

Significance
Level

Baseline

After
experiencing
advert

Exchange

5.08

5.21

p = 0.009

Hybrid

5.08

5.16

p = 0.079

Communal

5.08

5.18

p = 0.049

Table 3.4: Comparison of Mean Brand Relationship Scores between Baseline and
after experiencing Adverts

Interestingly, each of the three designs produced statistically highly significant
increases (p<0.01) in the relationship attribute "responsible". In addition to this
relationship attribute, the Exchange design reveals a highly significant (p<O.Ol)
increase in the score for the attribute - "non-patronising", while a further two more
attributes - "advocacy" and "familiarity" showed significant (p<0.05) improvements
compared to the baseline (Figure 3.13). The Hybrid design produced significant
increases (p<0.05) in the score of three attributes for "non-patronising", "equal
partner", and "familiarity" (Figure 3.14), while the Communal design produced a
highly significant (p<0.01) increase in only the one relationship attribute "responsible" (Figure 3.1 5).
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Figure 3.14: Brand Relationship Scores Pair-wise Comparisons for Hybrid Advert
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3.8.1 Reliability and Correlations within Facets of Brand Relationship

A measure of reliability using Cronbach 's Alpha was conducted on the revised brand
relationship questionnaire collected prior to participants experiencing any experiment
treatment. Results showed that the questionnaire based on all the 24 attributes was
highly reliable with an alpha of 0.95. It also produced highly reliable scales for all of
the relationship facets of Reciprocal, Purposive, Multi-dimensional and Dynamic with
alpha greater than 0.78 for each facet.

Correlation analyses of the brand relationship attributes were carried out. Overall, all
twenty-four attributes in the questionnaire showed reassuringly high correlation
(Pearson correlation r>0.45, p<O.00I) to the overall mean brand relationship score
with "values customers" having the strongest correlation (r0.848) and "supportive"
the weakest correlation (r=0.46 I).
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In addition, correlations of each attribute within its respective facet were computed.
These showed that all the attributes were strongly correlated to the mean score of their
respective facet (r>0.5 and p<0.001 for all attributes relative to the facet). It was also
observed from the results that the Reciprocal facet was most significantly correlated
to the overall brand relationship mean score for the questionnaire where the attribute
"cares about needs" correlates most with the Reciprocal facet mean. The attribute
"satisfies needs" correlates most highly to the Purposive facet mean, "advocacy" to
the Multi-dimensional facet mean, and "values customers" to the Dynamic facet
mean. The correlation results are shown in Table 3.5:

Facet of Brand Relationship
Attribute
Reciprocal

Purposive

Multidimensional

Overall
Dynamic

Cares about
me

Correlation

.852

.590

.788

.694

.808

Sig. (2-tailed)

.000

.000

.000

.000

.000

Satisfies
banking
needs

Correlation

.586

.848

.610

.762

.742

Sig. (2-tailed)

.000

.000

.000

.000

.000

Advocacy
Values
customers
Overall

.845

Correlation

.825

.646

.954

.764

Sig. (2-tailed)

.000

.000

.000

.000

Correlation

.804

.702

.822

.808

.848

Sig. (2-tailed)

.000

.000

.000

.000

.000

Correlation

.957

.869

.883

.941

1

.000

.000

.000

Sig. (2-tailed)

.000

1

.000

Table 3.5: Correlations within Facets of Brand Relationship Questionnaire

Correlations amongst the brand relationship attributes with their respective facet of
brand relationship showed that the attributes in the Purposive facet were all
significantly correlated (p<0.05), as were attributes in the Multi-dimensional facet.
All of the attributes in the Reciprocal facet were significantly correlated, except
between "non-patronising" and "treats like friend" and between "non-patronising"
and "responsible" (r=0.18 for both). Again, all of the attributes in the Dynamic facet
were significantly correlated, except between "adaptability" and "value for money"
(r=O.17).
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From the correlation results, there appears to be some indication of incoherence
amongst the attributes within their respective facet. This could be accounted for due
to the relatively wide range of interpretation possible for each attribute. For example,
in the attributes "non-patronising" and "treats me like a friend", being generally nice
and friendly to someone may constitute treating that person as a friend. However,
what exactly amounts as being nice and friendly, and how much is too much such that
it becomes overly nice and overly friendly that it becomes patronising? There is
certainly no universal scale or standard that can be used to define what is the
appropriate amount of 'niceness' or 'friendliness' in a relationship.
The non-correlation between the attributes "adaptability" and 'value for money"
could be explained by the fact that in most business contexts, improvements and
better things usually come at a nominal fee. While continual efforts are invested in
technology to ensure the delivery of better products and services to suit customer
needs, it is logical business sense that ultimately, these investments are subsequently
converted from being a cost to revenue generation. While there could be arguments
that customers would naturally find value if the investments had served them well and
had fulfilled their needs, there is no universal standard as to how much investment
towards adapting products and services to suit customers' needs equals value from a
customer point of view simply because value itself is a subjective interpretation.
Factor analysis was performed on the brand relationship data collected prior to
experiment treatment using the Maximum likelihood extraction method with Varimax
rotation.
In the initial extraction (before rotation), four factors were extracted, explaining
68.8% of the variance. This suggests that the way in which the Bank relates to its
customers, as measured by the brand relationship questionnaire, is a four-dimensional
concept corresponding with the conceptual framework that the questionnaire is built
upon. The first factor explained

50.5%

of the variance, and the next three factors

explained a total of 18.3%. The first factor here seems to correspond to the overall
favourableness of the brand relationship perception.
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After rotation, the factors were associated with the following questionnaire attributes
(listed, for each factor, in decreasing order of the loading coefficient):
Factor I (accounting for 25% of total variance): treats like friend, responsible, treats
as individual, cares about needs, familiarity, advocacy, high quality service,
partnership, values customers, best interests, customer in control, straightforward
banking.
Factor 2 (accounting for 18.5% of total variance): in touch, adaptability, satisfies
needs, understands needs, commitment, equal partner, services meet needs
Factor 3 (accounting for Ii .1% of total variance): treats with respect, treats fairly,
value for money
Factor 4 (accounting for 8.2% of total variance): supportive, non-patronising
(Attributes listed in italic are those for which the factor loading was less than 0.5 but
still greater than the loading on any other factor for the same attribute.) A few
attributes showed strong associations (loading > 0.5) with more than one factor:
"treats its customers with respect", "offers a high quality service", "is a company I
would recommend to my friends" and "values its customers" are all associated with
both Factors I and 3.
Factor I relates mainly to the Reciprocal facet of relationship, especially in the quality
attributes of treatment and value creation.
Factor 2 is mainly associated with the Purposive and Dynamic facets in the quality
attributes that focus on the financial needs of customers.
Factor 3 is associated with attributes that deal with the main issues of fairness and
respect. It is interesting to note that the attribute "value for money" had the highest

Results of this factor analysis should be treated as providing sensible results, more than reliable
results given the low sample size.
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loading at 0.4 in this factor but was relatively low at less than 0.3 in the other three
factors.

Factor 4 is associated with attributes that appear to encompass issues concerned with
sincerity and genuineness and thus quite difficult to interpret from a customer's point
of view.

3.8.2 Reliability and Correlations within Relationship Dimensions
Reliability tests and correlation analyses of the brand relationship attributes according
to their relationship dimension were also carried out. Results showed that all six items
of the Exchange Scale had a Cronbach 's alpha of 0.79 and were positively correlated
to one another, with a Pearson correlation ranging from 0.17 to 0.62. The eighteen
items measuring the Communal Scale of relationships had an alpha of 0.94 and also
showed positive correlations to one another, with r-values ranging from 0.13 to 0.78.
Factor analysis tests extracted one factor for the Exchange Scale, explaining a total of
53.9% of the variance, while three factors were extracted for the Communal Scale,
accounting for 68.8% of total variance, of which one factor accounted for a majority
of 51.7% of variance. The results here indicate conclusively that the revised brand
relationship metric, compared to its predecessor, performs better and more
consistently, in quantifying the exchange and communal aspects of the customerbrand relationship.

3.8.3 Qualitative Comments
A structured interview was conducted at the end of the session after participants had
experienced all three advert designs. Screen shots showing the adverts are shown as a
reminder and participants were asked for their preference between the three designs,
what they liked and disliked about each of them and suggestions for improvement. As
shown in Table 3.6, the majority of participants ranked the Hybrid design as the
preferred amongst the three (52% for Hybrid, 36% for Exchange, 26% for
Communal). A majority of participants (60%) ranked the Communal design as the
least favourite.

IN

Rank

Exchange

Hybrid

Communal

1st place

18

26

13

2' place

18

22

7

3rd place

14

2

30

Table 3.6: Results of Rankings of Adverts

The specific relationship norms employed in the adverts was echoed in participants'
comments as gathered during the exit interview. When asked what they think the
Bank is trying to say about itself through the various adverts, participants gave
opposing views of the Exchange design with some associating words like "businesslike", "bribe", "mercenary", while others suggested it was "being generous" and
"helped the customer out with a cash incentive". Those who felt the incentive tactic
was inappropriate also felt this about the Communal design, they commented that the
Bank should concentrate more on its quality of service in order to encourage
customers to voluntarily recommend them by good word of mouth.
"Hint ofpaying you to do their job, hard nosed."
"It wants to attract more customers and make existing customers better off as a
by-product."

The Communal design produced responses, which contain terms, like "relationship",
"friend", "caring", and "reliable".
"Its like afriend and that they're making things easier for you."

Participants who preferred the Hybrid advert commented that recommending a friend
does not necessarily mean only monetary gain for themselves but possibly also a gain
to the friend for joining a good bank.
"Mainly because you get the £40, but also because if it's a good bank, my friend
would gain as well."
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The difference in participants' perceptions between the adverts lends support to the
validity of applying relationship theory to have an impact on customers' perceptions
of their relationship with the Bank.

In summary, the three advert design approaches have been shown to produce a range
of effects on the customer-brand relationship. Design approaches using Exchange and
Communal concepts achieve statistically significant boosts in customer-brand
relationship scores. A design approach using a Hybrid scheme produces only a
marginally significant change. However, customer preference is strongly in favour of
the Hybrid approach, which blends aspects of both Exchange and Communal
dimensions of the customer's relationship with the brand.

3.9 Summary
This chapter has presented the detailed design of a new brand relationship
questionnaire and has shown its validity in two practical assessments. The brand
relationship questionnaire has now been refined to produce strong correlation and
factor analysis results, and qualitative observations from an experiment with 50
participants have supported the effectiveness of the questionnaire in distinguishing
between brand relationship norms. The following chapter reports results from an
experiment using the brand relationship questionnaire as an empirical metric.
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CHAPTER 4
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The Role of Relationship Theory in Design of
Incentive Schemes and the Impact on CustomerBrand Relationship
An empirical study establishing the role of relationship norms in design of incentive
schemes and their impact on the communal and exchange dimension of the customerbrand relationship

4.1 Introduction
This chapter discusses the results of an empirical evaluation assessing the influences
and implications of incentive schemes that are designed based on relationship norms
of customers' perceived relationship with their brand. The objective of the study is to
provide an extended view of the role of relationship norms in the context of
consumer-brand relationships by demonstrating that brand relationships are not
mutually exclusive in terms of being purely communal or exchange. Instead, there
exists a point of rationality where customers are able to perceive a difference between
the communal and exchange relationship dimensions experienced and derived during
service interactions with the brand. As such, in a situation when a marketing action of
the brand leads to a change in the overall brand relationship, there will be a difference
in terms of the communal and exchange dimensions, the extent of the change
depending on what relationship attributes are salient from the marketing action and
experienced by the customer during brand interactions.

4.2 Background
The importance for brands to establish long-term relationships with customers has
been identified as a business necessity and research has found that it can be up to ten
times more cost-efficient to retain a customer than win a new one (Rosenberg and
Czepiel, 1983). This is further reinforced by the notion that the initial costs incurred
in customer acquisition will be offset from the long-term stream of profits from loyal
customers (Chen and Hitt, 2002; Schneider et al., 1998). Relationship marketing
emphasises that there needs to exist a situation of mutual benefits and cooperation
between the business and customer in order to maintain continuity (Ganesan and
Hess, 1997; Takala and Uusitalo, 1996) and to achieve customer retention and loyalty
for the development of a long-term relationship (Ravald and Qrönroos, 1996).
However, a "mutually beneficial relationship" does not always equate to a "mutually
exclusive relationship" between the brand and its customers. Keeping brands
differentiated from each other to sustain a competitive edge is difficult especially in
the financial services sector, simply because a good product offering can easily be
replicated and provided by a competitor (Ehrenberg et al., 1997). However, just as
relationships are built on the basis of social or economic factors (Goffman, 1961), the
various types of benefits derived from a brand relationship will invariably present
customers with different motivations to either maintain or terminate the relationship.
Because marketing tactics that are based solely on the lure of economic benefits can
be easily duplicated and hence provides a vulnerable form of value to the customer,
they lead to the creation of a mere service encounter (Gutek, 1995; Gutek et al., 1999)
as opposed to a service relationship. In such a situation, because there is always the
possibility of a competitor brand offering a better deal, the customer would have little
expectation of future interaction with the same brand as a partner. What takes place in
such circumstances between the brand and the customer is simply a straight exchange
of a better deal for a bigger share of the customer's wallet. As such, there is often no
intrinsic reason to cooperate or maintain a long-term relationship with the brand in
these circumstances. In contrast, it would be more difficult to change the behaviour of
those customers who had based their relationships with the brand on more than just
mere behaviourally-driven motives which amount to a mere service exchange.

Inevitably, the technology that would enhance superiority in distribution strategies
may not always have a positive impact on the relationship between supplier and
customer, and previous research has highlighted that "...few authors have investigated
whether the presence of IT-mediated channels have a detrimental effect on firms'
relationships with their customers" (Lang and Colgate, 2003). Here, an understanding
of the application of relationship norms in marketing decisions could serve to be
important in assessing customers' perceived relationship with the brand. Communally
motivated customers may desire to establish a relationship with the brand on a
'friendship' basis, while exchange motivated customers may prefer to maintain an
impersonal relationship that is based on professionalism. For example, the perceived
benefits and values derived from experiencing incentive schemes would be different
depending on what type of relationship norms the customer has assumed in
motivating their relationship with the brand. Grounding from these principles, the
experiment discussed in this chapter was designed to examine how perceptions of
incentive schemes are influenced by the moderating effects of relationship norms in
an attempt to understand how introduction of such communal and exchange
relationship norms in marketing actions can lead to different brand relationship
outcomes.

4.2.1 Incentive Schemes as a Marketing Tool
In relationship marketing, the underlying premise for most incentive schemes is
that consumer buying behaviour can be modified in a manner advantageous to the
marketer through the rational appeal ofPay-for-play'— the more the consumer buys,
the greater the rewards" (Hallberg, 2004). Through a systematic approach in which
desired behaviours are rewarded, such schemes strive to incentivise consumers so that
they are encouraged to exhibit that behaviour on a continual and perhaps increased
intensity basis. Tactical marketing approaches like these are commonplace and
effective, as they can form a component of a differentiation strategy that attributes
uniqueness to the business, help in building brands (Agres, 1995; Porter, 1985); or
form part of an integrated marketing programme. Banks in Canada have been
implementing marketing initiatives such as loyalty programmes and database
marketing as a response to deregulation and the growth of technology-based service
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delivery in the industry (Barnes and Howlett, 1998). It has also been found that
members of the loyalty programme of a financial services provider were generally
less sensitive than other customers to perceptions of lower service quality from their
company and any price disadvantage relative to competitors (Bolton et at., 2000).
Perhaps more importantly, the objective of such incentive schemes is to enable the
brand to supersede the ordinary role of a supplier of a particular product or service so
as to become a partner in the creation of value in the customer-brand relationship.
The most common type of incentive scheme is one that offers delayed, accumulating
economic benefits to consumers who buy the brand. Usually this takes the form of
points that can be exchanged for gifts, free products, or aspirational rewards such as
air miles. Airline frequent-flier programmes have been a prototype of many of such
schemes. On the other hand, affinity programs are a specific type of loyalty
programme that are designed to enhance the emotional bond between customer and
brand. In such schemes, mechanisms are set up to enhance interaction between the
customer and brand, hence establishing closer networks of ties. Often, no direct
economic benefit is offered to the customer. Examples include telephone help lines,
club memberships, alumni associations, newsletters, and Web site "chat" groups.
Inevitably, there are limitations to what incentive schemes can achieve. It has been
argued that many behaviour-based initiatives like loyalty programmes are based on
the casual assumption that customer relationships can be established as a result of
stimulus-response events. If the basis of the customer-brand relationship is built
merely upon the attractiveness of the scheme rather than with the brand, a large part
of the brand's equity becomes vulnerable to competitive responses as the differential
advantage provided by the scheme can soon become a norm of the industry. If
relationships are formed mainly because customers can gain some benefit out of
exhibiting certain behaviours that are considered desirable from a business's point of
view, then perhaps what has been established is not a relationship with a brand but
rather a relationship with the benefits provided. Consequently, removal of that benefit
would most certainly lead to dissolution of the relationship, if there were one at all.
The attitudinal and behavioural aspects relative to achieving a better understanding of
the workings in the customer-brand relationship is therefore warranted, as this
research set out to achieve.

4.3 Conceptual Foundations for Brand Relationship
Experiment
The present study was conducted using a sample of customers from the case bank
(Lloyds TSB). The Bank has observed that customers who are users of multiple direct
channels actually make more branch transactions than customers who only use the
branch. Whilst this group of customers are comfortable with performing balance
enquiries online, almost half of them have not actually used Internet banking to
perform more complex transactions such as bill payments and management of
periodic payments (standing orders). It is this segment of customers, who use Internet
banking and ATM as well as branches, whose attitudes and behaviours will be
examined in this research.
Whilst the desire for personal contact has been identified as one of the main reasons
for non-adoption of alternative banking channels outside the branch, it is assumed that
this proposition does not largely apply in this case, as the participants are customers
who have already elected to be Internet banking users. Furthermore, in previous
studies (Black et al., 2002), Internet users, regardless of whether they have or have
not purchased financial services online, are reported to have expressed a high degree
of comfort and confidence with the use of Internet banking. Therefore, consumer
confidence is also unlikely to be the main reason why existing Internet banking users
are not performing bill payments and managing standing orders online. Hence,
resistance to the use of Internet banking for services other than balance enquiries
might be attributable to the perceived risks associated with the transaction and
channel, where customers perceive a higher level of risk of using Internet banking
compared to other channels partly due to a lack of familiarity and experience with
these channels. Two types of channel risks are identified: the risk of making a mistake
during data entry, and the level of errors in data transfer. In most Internet banking
protocols, completion of online balance enquiries constitutes just simple clicks of the
mouse. In comparison, performing transactions like bill payments and managing
payments online usually requires more effort since they involve a higher degree of
complexity. As such, existing Internet banking users may have resisted using online
services other than balance enquiries due to the potential risks of making mistakes
during transaction performance.

However, with the phenomena of such technology-based delivery channels becoming
a complementary rather than supplementary mode of banking, the focus of
introducing factors to encourage use of automated channels, rather than taking away
the perceived risks in their usage, is taken as a key mover in this study. As such, while
it is not the prime objective in this research to examine customer propensity to use
direct channels, an understanding of the underlying motivations for usage of selfservice banking channels is nevertheless insightful as the experiment attempts to
identify and introduce potential 'push' factors in the form of incentives to encourage
activity migration.

By their nature, like most loyalty programmes, incentive schemes based on rewards
are intended to encourage behaviour change. The objective is to motivate existing
Internet banking users to modify their behaviour towards using Internet banking for
services other than just balance enquiries. To close this behavioural gap, rewards are
put in place as 'push' factors to encourage customers to use self-service banking
channels, while offering delayed, accumulating benefits for them. By manipulating
the consequences of changes in customer behaviour, these incentive schemes may
also serve to change customer's choice of banking channel in a competitive situation.
Interaction between the consequences of rewards and the natural behaviour reinforcers of experience and practice could thereby overcome customers' initial
resistance in utilising multi-channels for a wider scope of banking services. In an
ideal situation of established brand loyalty, where brands 'own' their customers'
loyalty to the extent that in the absence of discounts and even at a price premium,
customers buy because they believe in the inherent value of the product (Reichheld,
1993), and the brand behind the product. It is anticipated that incentive schemes could
make a contribution in providing customers with an added intrinsic value that would
eventually translate into their continual loyal use of direct channels.

Whilst there have been criticisms claiming that the prevalence of incentive schemes
stems simply from behaviour-based initiatives and therefore are not characteristic of a
genuine relationship between brand and customer, research has fallen short of taking
the observation a step further by looking at whether different groups of customers
behave differently to generic loyalty programmes. Previous research made an
interesting distinction among e-Banking customers between communal and exchangeWE

oriented types (Tomiuk and Pinsonneault, 2001), where each type of customer has
different relationship requirements from financial services institutes. Additionally, the
theory that a violation of or adherence to relationship norms influence consumers'
attitudes and behaviour (Aggarwal, 2004) suggests that marketing actions undertaken
by brands have a direct impact on the customer-brand relationship, depending on the
type of relationship norm the customers have adopted. However, the theory has
stopped short of exploring if these impacts cause the customer to exhibit more or less
communal or exchange behaviours in their relationship with the brand. What this
research seeks to achieve is a categorical quantification of the impact on the
communal and exchange dimensions of the perceived relationship with the brand as a
result of a stimuli presented in the customer-brand interaction.

4.4 Integrating Relationship Theories in Incentive Schemes
Two incentive schemes were devised for this experiment - a communal-oriented type
(the Loyalty Club) and an exchange oriented type (the Rewards Programme). Both
schemes operate on the framework of offering delayed, accumulating benefits to
customers taking part in the experiment and points are awarded for transactions
performed using Internet banking and ATMs. In essence, the incentive schemes
proposed in this research strive to provide a return - be it tangible or intangible,
rational or emotional, to the customer every time they experience the brand. While
both are devised to serve the main purpose of encouraging, rewarding and reinforcing
customer behaviour in using self-service banking channels such as Internet banking
and ATMs for transactions, the mechanisms and underlying rules for the operation of
each scheme are different.
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4.4.1

Exchange-oriented Rewards Programme

The Rewards Programme is designed around the attribute norms of exchange
relationships and is grounded mainly on economic terms, offering customers explicit
rewards in the form of points that can be exchanged for vouchers, hence providing an
expectation of a specific and direct economic benefit. The name Rewards Programme,
is intended to convey the impression of what most incentive programmes do, that is,
rewarding customers for doing business with them. The graphic of a jar of coins,
Figure 4.1, is used as the icon for the scheme, again depicting the economic basis of
most exchange relationships.

Lloyds TSB
4Rewar-O-JS Programme
You first

Lloyds TSB

Figure 4.1: Logo for the exchange-oriented Rewards Programme

When a threshold number of reward points are accumulated, the customer qualifies to
redeem them for a voucher that they can spend. Therefore, the operation of this
scheme suggests a balanced consideration, whereby comparable and essentially
economic benefits are given by the Bank to customers who have made a specific
effort to use self-service channels to perform their banking transactions. Grounded on
the assumptions of rational behaviour and mutual acceptance of reciprocity that
exemplify exchange relationships, the Rewards Programme addresses issues of
practicality rather than the building of close relationships along an affective
dimension. By providing rewards in the form of vouchers to customers in return for
usage of Internet banking and ATMs, the Rewards Programme presents the
components of a just and fair exchange in return for customer compliance in the
relationship. Hence, such workings of exchange relationships as portrayed in the
Rewards Programme are typical of relationships between partners who interact solely
for business purposes, in the style of a transactional exchange where there is little
communication or uniqueness in inter-personal terms (Macneil, 1980).
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Behaviours exhibited by partners in exchange relationships are based on economic
rationality as characterised by high expectations for interdependent activities to be
fair and just. In the proposed five-phase, buyer-seller relationship development model
(Dwyer et al., 987), the concept of power and justice is used to discuss the balanced
transactions involved in the phase of exploration. This model postulates that without
the provision of adequate rewards, attempts at behaviour modifications exerted by one
partner on the other would be perceived as unjust. One bank in the United States
launched a monetary incentive scheme to encourage use of ATMs by their customers.
The results of this cash payoff scheme showed an increase in the number of cards in
use and an increase in the proportion of existing cards used. More interestingly, it was
found that cards usage remained high even after the scheme was withdrawn (McNally
and Abernathy, 1989). Such reward approaches addressing the issue of fairness
between partners as joint goals are successful where the customer derives relational
benefits and the bank makes operating cost savings.

The concept of the Rewards Programme is therefore grounded on the assumptions of
rational behaviour and mutual acceptance of reciprocity that exemplify exchange
relationships. Unlike the Loyalty Club, the Rewards Programme addresses issues of
practicality rather than the building of close relationships along an affective
dimension. By providing rewards in the form of vouchers to customers in return for
usage of Internet banking and ATMs, the Rewards Programme presents the
components of a just and fair exchange in return for customer compliance in the
relationship.
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4.4.2 Communal-oriented Loyalty Club

"Activities such as self-disclosure and gift-giving described in some research on
marketing exchanges are emblematic of the behaviours we associate with friends.
Thus it may be expected that social support, self-disclosure, and gift-giving will be
associated with commercial relationships described by participants as friendships"
(Crosby et al., 1990). The Loyalty Club is designed around the characteristics of
communal relationships and is grounded on social factors with the overall goal of
enhancing the link between customer and brand in order to build closer relationships
and is based on the four properties of close relationships (Kelley et at., 1983) in
which no direct economic benefit is necessarily being offered to the customer. It is
intended that the name Loyalty Club suggest a sense of communality and long-term
association between relationship partners.

Lloyds TSB
1 oyaityClubj
-.
Figure 4.2: Logo for the Communal-oriented Loyalty Club

The graphic of a handshake, Figure 4.2, is used as its icon, portraying an image of
trust, cooperation and potentially closer relationships. The design of this scheme
follows the style of an affinity programme that is largely focused on enhancing the
emotional bond between customer and brand in which no direct economic benefit is
necessarily being offered to the customer. In this scheme, a tiered system of
classification is adopted and customers qualify for a level of membership in the
Loyalty Club depending on the amount of loyalty points they have accumulated.
These can then be exchanged for a range of exclusive banking services that are varied
accordingly to membership. In this instance, there is no expectation of a specific and
direct economic benefit. Instead, mechanisms are established to enhance the
customer-brand relationship by enabling more interactions between the customer and
brand through the provision of "exclusive banking services".
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The operation of this scheme is based on the notion of building closer relationships
between the customer and brand over time, going beyond providing financial rewards
to enhance social and personal interactions and with the overall goal of enhancing the
link between customer and brand in order to build closer relationships. A form of
emotional value is created through the addition of more than functional or
instrumental components of the customer interaction (Miller, 1998), by incorporating
elements that are more central to the feelings and emotions of the customer in the
provision of shared values and goals, sense of commitment, and reliance.

The Loyalty Club is therefore designed on the basis of the key properties of close
relationships, designed to establish opportunities of higher frequency of contact
through the provision of exclusive banking services. Diversity in the context of this
experiment would refer to the number of different banking activities that customers
engage in with the bank and strength of relationship is indicated by the perceived
degree of influence exerted by partners on one another in their everyday behaviours.
In this case, such behaviours would involve the decisions, plans and goals made by
customers in the financial aspects of their life. By offering certain banking privileges
that are beyond the ordinary domain available to the mass market, the Loyalty Club
presents the opportunity for customers to capitalise on such preferential treatment in
comparison to other customers using the Bank. The higher the diversity of significant
activities involved between the customer and Bank, the more the influence they exert
on one another's decisions and behaviour, hence the higher the strength of the
relationship. Duration in this case would refer to the duration whereby the properties
of high frequency, high diversity and high strength are present in the relationship.
Only with a long duration of high interdependence in the interactions between
customers and brand would a close customer-brand relationship develop.
Consequently, as opposed to exchange-oriented relationships, equity in benefits need
not be calculated on an ongoing basis if long-term gains can be converted out of
customer retention and resultant loyalty (Perlman and Fehr, 1986).
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4.5 Methodology
Relationship typology postulates that customer-service provider relationships provide
both functional and social benefits (Reynolds and Beatty, 1999) as derived by
consumers. It was also observed in prior research (Aggarwal, 2004) that when offered
either a cheap gift or cash for their provision of help to a brand, participants who had
been primed to assume an exchange relationship with the brand gave the brand a
lower evaluation than those participants who had been primed to assume a communal
relationship. This suggests that customer evaluations of the brand are often dependent
on what relationship norms are salient in the marketing action. Based on these
assumptions, it is therefore hypothesised in this research that customers who interpret
and derive more benefits associated with communal relationships, for example, in
terms of social factors during a service interaction, will be more inclined to have
higher scores on the Communal Scale, whilst customers who interpret and derive
benefits associated with exchange relationships in terms of cost-efficiency during a
service interaction will be more inclined to have higher scores on the Exchange Scale.
As such, this research attempts to establish if, when norms of a communal
relationship are integrated and salient in an incentive scheme, ordinary and un-primed
customers will perceive the marketing action as providing more social than functional
benefits, thus evaluating the brand more strongly in the communal dimension of the
customer-brand relationship. Conversely, when norms of an exchange relationship are
integrated and salient in the incentive scheme, customers will perceive the marketing
action as providing more functional than social benefits, thus evaluating the brand
more strongly in the exchange dimension of the customer-brand relationship. The
hypotheses in these aspects are thus as follows (Figure 4.3):
Hypothesis H1: The exchange-oriented incentive scheme (Rewards Programme)
will be rated higher in the Exchange Scale of the customer-brand relationship
than will be the communal-oriented incentive scheme (Loyalty Club).
Hypothesis H2: The communal-oriented incentive scheme (Loyalty Club) will
be rated higher in the Communal Scale of the customer-brand relationship than
will be the exchange-oriented incentive scheme (Rewards Programme).
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TwoDimensional
Basis of
Brand
Relationship

I Communal

I Exchange

1I111

Incentive
Scheme

Co-existence
of
Relationship
Norms

Type of
Benefits
Perceived and
Derived

Loyalty Club
(based mainly
on aspects of
communal
relationships)

Impact on both
communal and
exchange
dimension of
brand
relationship

Social
(benefits that
are mainly
associated with
communal
relationships)

Rewards
Programme
(based mainly
on aspects of
exchange
relationships)

Impact on both
communal and
exchange
dimension of
brand
relationship

Functional
(benefits that
are mainly
associated with
exchange
relationships)

IILii>

IET

Moderating
Effects of
Salient
Relationship
Norms in
Brand
Relationship

Higher on
Communal Scale
Lower on
Exchange Scale

Lower on
Communal Scale
Higher on
Exchange Scale

Figure 4.3: Flow Chart depicting Experiment Design and Hypotheses
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Incentive Schemes based on different Relationship Models
Experiment Design
Experiment
Purpose:

Experimental exploration of the effects on customer-brand relationship of the
introduction of two different incentive schemes.
Types of Incentive Schemes
With Communal relationship attributes - Loyalty Club
With Exchange relationship attributes - Rewards Programme
All participants experience both models. Balanced exposure.

Experiment
Design:

Participants will firstly enrol into each of the incentive schemes using Internet
banking.
They will then perform routine tasks that are targeted for activity migration such as
bill payment and funds transfers using firstly Internet banking, then using ATM.
Incentive points will be awarded for tasks performed via these channels.
Repeated measures.

Experiment
Hypotheses:

The exchange-oriented incentive scheme (Rewards Programme) will be rated
higher in the Exchange Scale of the customer-brand relationship than will be the
communal-oriented incentive scheme (Loyalty Club).
The communal-oriented incentive scheme (Loyalty Club) will be rated higher in
the Communal Scale of the customer-brand relationship than will be the exchangeoriented incentive scheme (Rewards Programme).
H0: There will be no changes in brand metric due to the different designs.

Dependent
Variables:
Other Data:

Perceived brand relationship attributes (7-point Liked scale)
Demographics data
Incentive scheme interview and debrief interview data.
Experiment - Case (2 cases)

Independent
Variables:

Participant - Gender (2 genders, balanced), age group (2 groups, balanced)

Confounding

Participant interpretation of persona details

Variables:

Researcher bias (randomised)
N = 64 participants (Case Bank Internet banking customers)

Cohort:

2 genders x 2 age groups x 2 relationship models = 8
Over-sampling ratio = 8

Honorarium

Personal cheque for £30

Duration:

90 minutes per session

Table 4.1: Experiment Summary Table - Incentive Schemes

78

4.5.1 Dependent Measure
The brand relationship data for each participant comprised responses to three sets of
the same 24-attribute questionnaires (Appendix C), where six statements measured
the exchange dimension comprising the Exchange Scale, and 18 statements measured
the communal dimension of brand relationship and thus comprised the Communal
Scale. The responses to the six statements categorised in the exchange relationship
dimension were used to produce a mean Exchange score, while responses to the 18
statements categorised in the communal dimension were used to produce a mean
Communal score. Responses were captured through a seven-point Likert-style
proposal-response scale. To establish and compare the impact of the two incentive
schemes, an initial brand relationship questionnaire was administered to assess how
participants perceive their relationship with the Bank up to the point before any
exposure to the components of the experiment. This is then taken as the baseline
reference of their attitude to their Bank's brand as a point of departure for the
experiment data.

Thereafter, the questionnaire was administered at two more points: after experiencing
their first incentive scheme and again after experiencing their second incentive
scheme, recording their views about the Bank given the particular incentive scheme
they had just experienced. The 24 statements representing the brand relationship
attributes were presented on a laptop computer screen in a random order in all the
versions. The wordings and polarities of all the statements were fixed and were
designed to achieve a balance of positive and negative statements in an attempt to
minimise any bias due to 'response acquiescence set', which is the tendency for
respondents to agree with any statement presented to them.

4.6 Experiment Design
The banking channels used in this research were:
Automated Teller Machine (ATM): a realistic (non-networked) simulation
of a Lloyds TSB ATM
Internet banking: a mirror copy of the Lloyds TSB Internet banking service
using copies and adapted copies of pages from the real Lloyds TSB Internet
banking site.
As the main focus of interest was on perceptions of the Bank by its own customers,
the experiment was conducted with the support from the Bank in recruiting a cohort
of 69 customers as participants. The recruitment criteria stipulated that they should all
have used the Bank's Internet banking service at least once in the previous three
months.
A repeated-measures within-participants design was adopted, in which each
participant used both banking channels and also experienced a balanced exposure to
the two incentive schemes (Rewards Programme and Loyalty Club) and completed a
questionnaire after each exposure. The advantage of the repeated-measures approach
is that every participant acts as their own experimental control, removing the need to
operate a non-treatment control group. Participants were assigned a different fictitious
persona (Appendix D) for each of the two incentive schemes. These personae differed
in respect of name, account details, security information (PIN, password etc) and the
account information relevant to the tasks. The allocation of personae to schemes was
balanced across the cohort, in the same way as the allocation of order of exposure to
schemes.
Participants were asked to take part in scenarios in which they played the role of
customers performing a bundle of banking tasks that can be completed with the two
direct channels. All participants experienced a fixed order of use of the channels in
which the assigned tasks were performed using channels in the sequence of Internet
banking, followed by ATM, then back to Internet banking. The tasks undertaken were
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similar for both incentive schemes and points were awarded after completion of each
task. The sequence and mode of the specific banking tasks that were performed
during the experiment and points awarded are shown in Figure 4.4:

Channel

Task

Points

Internet
banking

Enrolment

200

Bill payment

Upgrade account

200
1000

Bill payment
Order a chequebook

200
200

ATM

77-

zz

1

Internet
banking

Bill payment

Total points reflected
on statement

200
2000

Figure 4.4: Operation of Tasks and Points

Participants were grouped according to age and gender, and additional demographic
(and technographic) data were collected, including details of any real world loyalty
programmes they participate in and how being a member of these programmes has
affected their relationship with the company/companies. The range of data collected
during the experiment thus includes:

Demographic and technographic characteristics of participants (age, gender,
Internet usage, Internet banking usage, ATM usage)
Attitude response to their relationship with the Lloyds TSB brand from each
incentive scheme (revised brand relationship questionnaire)
Quality rating (comparing the two incentive schemes
Preferences (implied from quality rating: best, equal, worst)
Debriefing one-on-one interview responses, qualitative comments about the
incentive schemes experienced in the experiment.
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Because the types of rewards offered by the schemes are considerably different in that
one offers a straightforward reward in the form of vouchers while the other offers a
somewhat less tangible reward in the form of club membership and exclusive
services, there could be a tendency for customers to perceive their relationship with
the Bank's brand differently, according to which type of rewards they prefer.

"...practical decisions have to be made not only on advertising but packaging,
promotions, which events to associate with and the style of personal interactions
between the customer and the brand". (Aaker, 1996). In addition to focusing on how
customers perceive the different incentives offered and taking into consideration its
influence on the overall sense of intimacy customers adopt towards the brand (Stern,
1997), this study concentrates on how customers are made to feel as a whole during
their interactions with the schemes as users of Internet banking and ATMs with each
scheme being introduced and its purpose explained in a manner based on its
underlying relationship norms. Pertinent elements of the schemes that constitute the
respective relationship norms were highlighted during the oral introduction of the
incentive schemes that the participants were to experience ("The Loyalty Club is an
incentive scheme designed as a way of thanking customers for their loyalty, as well
as trying to encourage a spirit of community in the partnership between the Bank and
its customers" versus "The Rewards Programme is an incentive scheme designed as a
way of thanking customers for their business, as well as trying to encourage a
balanced share of benefits in the partnership between the Bank and its customers"). A
summary outlining the introduction and purpose of the schemes were also presented
at the respective enrolment screens and participants were encouraged to read them
carefully (Figures 4.5 and 4.6). Additionally, distinct relationship norms are
integrated into the graphics and text used in the schemes such that they are salient in
many ways during customer interactions throughout the experiment.
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Figure 4.5: Enrolment screen for Rewards Programme
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Figure 4.6: Enrolment screen for Loyalty Club
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4.7 Experiment Procedure
To establish and compare the impact of the schemes, an initial questionnaire was
administered to access how participants perceive their relationship with the Bank up
to the point before any exposure to the components of the experiment. This then acts
as the baseline reference of their attitude to the Bank's brand as a point of departure
for the experiment data.
Before each incentive scheme was experienced, participants were told that the
experiment was being conducted to explore different incentive schemes where
customers get points for use of self-service direct channels like ATM and Internet
Banking. They were also given the reassurance that the aim was to seek participant
views and attitudes and was not a test of the participant.
The experience for each participant in the experiment was based on them completing
sufficient self-service transactions to accumulate 2000 points. The session began with
an oral introduction to the first scheme to be experienced ("I would now like you to
experience the first incentive scheme, which is called the [name of scheme]").
Depending on which scheme the participant was to experience first (randomised
order), a table showing the operation of the points system, that is, how many points
are given for each transaction was shown and explained to the participant (Figures 4.7
and 4.8). Participants then completed a set of realistic scenarios and tasks (Appendix
E) using fictitious banking details, beginning with an enrolment task into their first
incentive scheme.

You first

Lloyds TSB
Rewards

& Points

Lloyds TSB
rogramme

Every transaction you make online at Lloyds TSB Internet Banking or at any Lloyds
TSB ATM earns you reward points in the Lloyds TSB Rewards Programme.
Accumulate your points and claim your reward vouchers from us. The table below
shows how everything you do adds up to rewards you can enjoy.

Transfers & Payments
Pay a bill or direct debit
Pay another person

Earn
200 Reward Points
per transaction on Internet
Banking or at any
Lloyds TSB ATM

Standing Orders
Set up a new standing order
Account Services
Order a chequebook
Stop receiving paper statements
Apply for an overdraft

Earn
1000 Reward Points
for opening an account or
on the anniversary of your
accounts
Earn
500 Reward Points
by recommending a friend
to Lloyds TSB

Upgrade to an Added Value Account
Credit Card
Loan
Mortgage
Insurance
Recommend a Friend
If a friend opens a new Lloyds TSB
current account and regularly credits
£500 a month.
(Excludes basic bank, cash, student and staff
accounts)

Rewards

You first

6, Lloyds TSB

Redeem your reward points for vouchers:
2000 points per voucher

Figure 4.7: Rewards Programme Points Table
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You first

5 Lloyds TSB
Prestige & Privileges

Lloyds TSB
IoyaIty Club

Every transaction you make online at Lloyds TSB Internet Banking or at any Lloyds
TSB ATM earns you loyalty points in the Lloyds TSB Loyalty Club. Accumulate
your points and enjoy exclusive banking services from us. The table below shows
how everything you do adds up to better services from us.

ApplicableiTransactions

Points Rate
Earn
200 Loyalty Points
per transaction on Internet
Banking or at any
Lloyds TSB ATM

Transfers & Payments
Pay a bill or direct debit
Pay another person
Standing Orders
Set up a new standing order
Account Services
Order a chequebook
Stop receiving paper statements
Apply for an overdraft

Earn
1000 Loyalty Points
for opening an account or
on the anniversary of your
accounts
Earn
500 Loyalty Points
by recommending a friend
to Lloyds TSB

Upgrade to an Added Value Account
Credit Card
Loan
Mortgage
Insurance
Recommend a Friend
If a friend opens a new Lloyds TSB
current account and regularly credits
£500 a month.
(Excludes basic bank, cash, student and staff
accounts)

Benefits & Recognition
Earn loyalty points and enjoy exclusive
banking services created to look after your
every need.

QrI!Tz 9i!Ill!IiJ
I II

Below 2000
Over 2000

0

W
j=
1 1

Over 25000
Over 100000

Figure 4.8: Loyalty Club Points Table
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Upon enrolment, participants were given 200 points as a welcome gesture; 200 more
points are given upon completion of the second task (bill payment), and 1000 after the
third task (upgrade account). Participants were kept informed of their current points
on the Internet banking screen and this total changed according to the transactions
that had been performed (Figures 4.9 and 4.10). Participants were then given a second
set of tasks to complete using the ATM.

87

You first

9 Lloyds TSR online

tOi tOunt overview
u(iiuflt detail
Ytatemenun
Traractyrn G. P—lc

Selected account
Current Account

Suit code
8753-e

Account number
87166421

Your request has been successful

Standrrtq orviuru
DecOr 'Ontiro
Ordoalt
ipyrade -Occur accu.ucnIt

Your: paynrouut toupurest has benur stulenrilted successfully.
Your have received 200 Rewards Points.

lit Ailtr;

Your cenuently have a total of 600 Rewinds Points auud yon are new 1400 Points away horn obtaining a Rewards Vouch.,.

LItartOC pa:svnord
Click Irne to view your Rewards Prorpautuuse etatenraurt or click on one at lire left hand links to continue.

PowordO crt)ara,00lu
S1. a to me cit

j4LIoyds TSB .oqramme

Apply llril,tre
Online
Personal Inure
Credrn raIds
Car ln;U'an:c
-Orurne tn$olSrce
7
.ot Muoe
trIo,ttuqe:
Pond ri

Figure 4.9: Internet banking screen showing operation of Rewards Programme
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Figure 4.10: Internet banking screen showing operation of Loyalty Club

To replicate the ongoing nature of incentive schemes, points that had been earned
were carried over and shown on the ATM screen (Figures 4.11 and 4.12). Here,
participants completed two more tasks and earned 200 points upon completion of
each. They were then given another task to complete on Internet banking, where 200
points were given upon its completion.

Figure 4.11: ATM screen showing operation of Rewards Programme

Figure 4.12: ATM screen showing operation of Loyalty Club
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When a total of 2000 points had been accrued, participants were informed during their
(subsequent) Internet banking session that they could now realise a benefit with that
number of points (Figures 4.13 and 4.14). They then checked their incentive scheme
statement for a consolidated view of the transactions performed and the points
awarded (Figures 4.15 and 4.16). A second questionnaire was then administered to
assess the influence of the incentive scheme on the perception of brand relationship
where participants were asked to complete the assessment based on what they have
just experienced with the first incentive scheme ("I would now like you to fill in a
questionnaire about your views of the Bank based on what you have just experienced
with the [flame of scheme]). A short interview was conducted in an attempt to gather
qualitative responses towards the first scheme, such as likes and dislikes, suggestions
for improvement, and the actual benefits that the participant would expect to receive
from the scheme (Appendix F).

all

Congratulations!
You now have
enough points
to claim a
Rewards Voucher!

.

Figure 4.13: Graphic on Internet Banking Screen for Rewards Programme

Congratulations!
You have now reached
Bronze Membership!
fl7aJA
'ii)
7

:

1

-1

,

-,

Figure 4.14: Graphic on Internet Banking Screen for Loyalty Club
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Figure 4.16: Consolidated Loyalty Club statement
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This procedure was repeated with the second incentive scheme albeit with its content
based on different underlying relationship norms. To minimise any residual crossover
effects that might be carried over from the first scheme, the participant was given a
short break, and was then presented with a different persona and set of banking
details. Scenarios with tasks of a similar nature but different particulars (e.g. amount,
billing organisations) were given in the same sequence as for the first scheme and
again participants reached the level of 2000 points upon completion of the last task
and could realise a benefit. Participants then completed another questionnaire to
record the impact that the second incentive scheme had produced on brand
relationship. Similarly, to minimise the potential of any cumulative and order effects,
participants were told to base their assessment in the questionnaire only on the
(second) incentive scheme that they have just experienced ("1 would now like you to
fill in a questionnaire about your views of the Bank based on what you have just
experienced with the [name of scheme]). A short interview on the specific aspects of
the second scheme was conducted so as to record qualitative aspects. In summary, the
experiment procedure is depicted in Figure 4.17.
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Figure 4.17: Flow Chart Representation of Experiment Incentive Schemes
-

4.8 Experiment Results
4.8.1 Customer Sample and Descriptive Statistics

The balanced experiment design called for a sample of 64 Lloyds TSB Internet
banking customers, balanced for age group and gender. The sample actually obtained
consisted of 69 current customers. Profiles of participants were compared to examine
the possibility of response bias and no significant difference were found in mean age,
gender and length of time as a customer between male and female participants. The
composition of the customer sample is shown in Table 4.2.

Gender

Age Group

Total

Male

Female

18-34

18

19

37

35orabove

16

16

32

Total

34

35

69

Table 4.2: Composition of Customer Sample by Age Group and Gender

In the demographics and technographics interview (Appendix G), customers were
asked how long they had been customers of the Bank. Their responses ranged from 6
months to 50 years. As might be expected, more than half of those who had been
customers for 10 years or more were in the 35+ age group. There was no significant
difference in length of time as a customer between male and female participants.
Participants were also asked about their use, in real life, of the banking channels
under study in the experiment, i.e. Internet banking and ATMs. The participant
sample reported an overall high usage rate of self-service banking channels (72% use
Internet banking at least once a week; 83% use ATMs at least once a week). Four
participants said that they had stopped using Internet banking after only using it once.
Three of them quoted that they "do not see a need at the moment for them to utilise
Internet banking"; one said she "can't be bothered to do so". Nearly all participants
said that they use ATMs (not exclusively Lloyds TSB's), with 83% of them using it at
least once a week. Four of the sample had never used an ATM before.
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Additionally, a quarter of the participants reported that they were not members of any
sort of incentive schemes (for example, supermarket points system) at the time the
experiment was conducted. The distributions of responses for both channels are
shown in Table 4.3.

Frequency of use
Channel
Daily

[

Few!
Weekly
week]

Fe'w'
month

Monthly

Few!
year

Once!
stopped

Never

Internet Banking

11

23

16

5

6

4

4

0

ATM

4

31

22

0

8

0

0

4

Table 4.3: Participants' Frequencies of Real-World Use of Banking Channels

The intended balance in order of experiencing the two alternative incentive schemes
was achieved overall and for each participant gender and age group as in Table 4.4.
Order of Experience
Participant
Group

Rewards Programme
Loyalty Club

]

-

Loyalty Club
Rewards Programme

Total

9

18

Male 18-34

9

Male 35+

8

8

16

Female 18-34

10

9

19

Female 35+

8

8

16

Total

35

34

69

Table 4.4: Composition of Customer Sample by Order of Incentive Scheme
Experienced

4.8.2 Brand Relationship Results for the Two Incentive Schemes Repeated Measures

In comparison to the initial score of 5.08 (7-point scale) the mean overall score for
brand relationship derived after experiencing the Rewards Programme rose to 5.31,
and for the Loyalty Club rose to 5.24. Both schemes resulted in highly significant
(p<O.Ol) improvements in customer perceptions of their relationship with the Bank, in
comparison to the initial brand score. A repeated-measures ANOVA showed no
significant main effect in the differences in the overall mean brand relationship scores
between the two schemes (Table 4.5). There is however a significant effect of order
for the overall mean brand relationship scores between the two schemes (F (1, 61) =
4.43, p<O.OS) with higher scores attributed to whichever scheme came second in the
order of experience. Interestingly, pair-wise analysis reveals no statistically
significant difference between the two schemes in any of the relationship attributes,
except for the attribute "treats fairly" which is scored in favour of the Rewards
Programme (p<O.OS). This varied perceptions of equality between the two schemes
echoes the difference in the relationship norms that each scheme was designed with.

Incentive Scheme (mean score)
Rewards Programme (5.31)

Loyalty Club

Initial

p-0.242

p=0.000

-

p0.003

Loyalty Club (5.24)

Table 4.5: Significance Levels for Pair-wise Incentive Scheme Comparisons on
Brand Relationship Mean Scores

This strong order effect shows that the repeated measure experiment design has failed
to yield valid data, due largely to the absence of any real effect of "wash-out"
between the two treatments, such that the impact was produced from the accumulated
experience and not as two distinct experiences.
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4.8.3 Brand Relationship Results for the Two Incentive Schemes Between-Participants

Instead of offering comparison based on within-subjects, repeated-measures data
where all participants experienced both schemes, the data were analysed on a
between-subjects, matched-groups basis only for the first scheme experienced by each
group in the experiment.
To achieve the balance for age and gender for this approach, 5 participants from the
original cohort of 69 were randomly omitted; leaving a total of 64 participants of
whom 32 experienced the Rewards Programme first, and 32 experienced the Loyalty
Club first.
The mean brand relationship scores are shown in Table 4.6. Compared to a baseline
score of 5.24, participants reported a highly significant (p<O.Ol) increase in overall
brand relationship score to 5.40 after experiencing the Rewards Programme, with the
relationship attribute "equal partner" showing a highly significant (p<O.Ol)
improvement, and a significant increase (p<O.OS) in the attribute "understands needs"
(Figure 4.18). Participants experiencing the Loyalty Club reported a marginally
significant (p=0.06) increase in their overall brand relationship score from a baseline
of 4.88 to 5.02, with the two relationship attributes - "responsible" and "familiarity"
showing significant improvements (Figure 4.19)

Mean Brand Relationship Score
Incentive Scheme

Post
Baseline
___
__"Ex
perience

Significance
Level

Rewards Programme (N=32)

5.24

5.40

p=0.003

Loyalty Club (N=32)

4.88

5.02

p-0.06

Table 4.6: Comparison of Mean Brand Relationship Scores between Baseline and
Post Experience of Incentive Schemes
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Figure 4.18: Brand Relationship Scores Pair-wise Comparison
(Baseline and Rewards Programme)
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Figure 4.19: Brand Relationship Scores Pair-wise Comparison
(Baseline and Loyalty Club)

4.8.4 Relative Scores

Given that a between-subjects approach was taken in the analysis of the data, the
relative brand relationship scores for both schemes was assessed to reflect a better
comparisons between the schemes. Figure 4.20 shows the comparison of individual
attribute scores for Rewards Programme and Loyalty Club and both schemes had
produced almost similar increases to the overall brand relationship score compared to
their baselines (+0.16 for Rewards Programme, +0.15 for Loyalty Club). In particular,
the relationship attribute "in control" showed a decrease (-0.25) for the Loyalty Club,
while it increased (+0.22) for the Rewards Programme, hence reflecting a significant
(p<O.OS) difference in this aspect between the two schemes.

These data confirm that the two designs were creating distinct effects on brand
relationship and that the questionnaire device was successful in registering these
differences.
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Figure 4.20: Relative Brand Relationship Scores Pair-wise Comparison
(difference from Initial Brand Relationship)

The mean brand relationship scores according to their relationship dimensions derived
from each of the questionnaires (initial and scheme-related) are shown in Table 4.7.
Results from ANOVA revealed a highly significant boost on the Exchange Scale after
participants experienced the exchange-oriented Rewards Programme (Cronbach 's
alpha=0.75)

compared

(MeanRewardslni,ialExchange

to

the

initial

(Cronbach 's

5.34, MeanRewardsExchange

alpha-0.62)

5.63, F( 1, 31)=15.45,

p=O.00I). In contrast, the communal-oriented Loyalty Club did not cause a significant

strengthening on the Exchange Scale between the initial (Cronbach 's alpha0.87)
and after experiencing the scheme (Cronbach 's alpha=0.81) (MeanLoyallyf nh,ja fExchange
5.18, MeanLoyaltyExcha p,,e =5.20, F(1,3 ])=0.06, p=0.813). Hence, as predicted by

Hypothesis H 1 (Table 4.1), the Rewards Programme had exerted a significant boost
on the Exchange Scale which is not evidenced by the Loyalty Club. There were no
effects due to age (F(1, 3l)=2.12,p=O.151) or gender (F(l, 3l)=r0.33,p0.569).
Conversely, brand relationship scores on the Communal Scale for the Loyalty Club
between the initial (Cronbach 's alpha=0.94) and scheme-related questionnaire
(Cronbach 's alpha=0.96) showed that customers perceived having a stronger

communal dimension of brand relationship with the Bank relative to their initial
scores (MeanLoyallyj flj,jQ/con?n, j(,Ja / 4.78, MeanLoyaltycon,n,z,nai 5.04, F(1,31)=10.94,
pr=0.003). In comparison, participants experiencing the Rewards Programme did not

report a significant increase on the Communal Scale between before (Cronbach's
alpha=0.93)

and after experiencing the scheme (Cronbach 's alpha0.93);

(MeanRewardsjnj,jaicommuna j =5.21, MeanRewardscom,minai 5.31, F(1,31)=2.30,
p=0.141). Hence, as predicted by Hypothesis H2 (Table 4.1), the Loyalty Club had

exerted a significant boost on the Communal Scale which is not evidenced by the
Rewards Programme. There were no effects due to age (F(l, 31)=l.20, p=0.277) or
gender (F(1, 31)=0.08,p=0.783).
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Mean Score
Relationship

Rewards Programme

Loyalty Club

(N = 32)

(N = 32)

Dimension
Initial

After
scheme
experience

5. 34

5.63

ANOVA
Test

Initial

After
scheme
experience

5.18

5.20

((r=0.87)

((x=0.81)

4.78

5.04

((z=0.94)

(a=0.96)

ANOVA
Test

Exchange Scale
(based on 6 attributes
measuring exchange
dimension of brand
relationship)

p0.813

p0.001
(a0.62)

(iiz0.75)

5.21

5. 31

Communal Scale
(based on 18 attributes
measuring communal
dimension of brand
relationship)

p=0.141
((x093)

((z=0.93)

p=0.003

Table 4.7: Dimensional Brand Relationship Mean Scores with Results showing
Interaction Effect with Incentive Schemes

To test the veracity of using the two brand relationship dimensions, the mean scores
for each of the individual attributes in the Communal and Exchange Scales are
compared against each other for the two schemes in Tables 4.8 and 4.9. All
participants experiencing the Rewards Programme reported an increase in the scores
for all 6 attributes on the Exchange Scale. In particular, the attribute "sees me as an
equal partner in a long term banking relationship" experienced a highly significant
increase (p=0.002). In comparison for the Loyalty Club, 3 attributes in the Exchange
Scale - "puts me in control of my finances", "offers straightforward banking", and
"treats its customers fairly" were rated lower after participants experienced the
Loyalty Club, indicating that they had observed a lesser association of exchange
relationship attributes with the scheme.
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Relationsh ip
Dimension

Exchange
Scale

Communal
Scale

Attribute

Mean Scores for
Rewards Programme
(N = 32)

ANOVA
Tests

Initial
(Baseline)

After
scheme
experience

p value

Puts me in control of my finances

5.53

5.76

.100

Offers straightforward banking

5.99

6.03

.773

Treats its customers fairly

5.46

5.78

.111

Offers a high quality service

5.78

5.97

.068

Sees me as an equal partner in a long
term banking relationship

453

5.16

002

Giving me good value for money

4.73

5.04

.361

Is in touch with its customers

5.67

5.54

.498

Is not patronising towards its customers

5.62

5.62

.956

Treats me as an individual

5.26

5.31

.704

Values its customers

5.72

5.79

.515

Understands my banking needs

5.19

5.57

.026

Always acts in my best interests

4.96

5.15

.338

Treats its customers with respect

5.69

5.54

.247

Cares about me and my banking needs

5.18

5.31

.298

Treats me like a friend

4.24

4.67

.074

Sees itself as being responsible for my
general financial well-being

469

4.57

551

Offers me the banking services that best
meet my needs

5.15

551

.195

Is supportive of my financial needs

5.25

5.18

.535

Helps me satisfy my financial needs

5.46

5.25

.379

Is company I would recommend to my
friends

5.51

5.70

.106

Is committed to its relationship with me

4.86

5.11

.399

Is getting to know me better

5.06

5.19

.489

Adapts to suit its customers' needs

5.46

5.77

.188

Is a partner in the financial aspects of
my life

4.77

500

.258

Table 4.8: Comparisons on Dimensional Brand Relationship Attribute Scores
Before and After Experiencing the Rewards Programme
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Relationship
Dimension

ceaT

Communal
Scale

Attribute

Mean Scores for
Loyalty Club
(N = 32)

ANOVA
Tests

Initial
(Baseline)

After
scheme
experience

p value

Puts me in control of my finances

5.48

5.28

.201

Offers straightforward banking

5.67

5.36

.102

Treats its customers fairly

5.42

5.18

.255

Offers a high quality service

5.40

5.56

.102

Sees me as an equal partner in a long
term banking relationship

4.42

4.86

210

Giving me good value for money

4.65

4.93

.245

Is in touch with its customers

4.97

5.39

.122

Is not patronising towards its customers

5.34

5.04

.380

Treats me as an individual

4.91

4.72

.296

Values its customers

5.33

5.49

.135

Understands my banking needs

4.85

5.13

.215

Always acts in my best interests

4.43

4.73

.102

Treats its customers with respect

5.21

5.24

.890

Cares about me and my banking needs

4.95

4.99

.832

Treats me like a friend

4.16

4.43

.111

Sees itself as being responsible for my
general financial well-being

4.11

4.45

.035

Offers me the banking services that best
meet my needs

5.02

5

.743

Is supportive of my financial needs

4.86

5.13

.307

Helps me satisfy my financial needs

4.74

5.16

.096

Is a company I would recommend to my
friends

4.99

5.17

.243

Is committed to its relationship with me

4.28

4.85

.087

Is getting to know me better

4.50

4.87

.022

Adapts to suit its customers' needs

4.82

5.15

.224

Is a partner in the financial aspects of
my life

450

4.63

.353

Table 4.9: Comparisons on Dimensional Brand Relationship Attribute Scores
Before and After Experiencing the Loyalty Club
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Participants experiencing the Rewards Programme reported a decrease in the scores
for 5 relationship attributes on the Communal Scale - "is in touch with its customers",
"treats its customers with respect", "sees itself as being responsible for my general
financial well-being", "is supportive of my financial needs" and "helps me satisfy my
financial needs", as well as a significant increase in the rating of the attribute
"understands my banking needs" (p=0.026). The Loyalty Club observed a decrease in
the mean scores of only 2 relationship attributes on the Communal Scale - "is not
patronising towards its customers" and "treats me as an individual". In particular, 2
attributes in the Communal Scale for the Loyalty Club - "sees itself as being
responsible for my general financial well-being" (p=0.035), and "is getting to know
me better" (p=0.022) were rated significantly higher after participants experienced the
scheme. This could be due to the fact that the design of the Loyalty Club offered
bank-related products and services instead of shopping vouchers suggested a more
comprehensive provision of benefits to its customers which attempts to satisfy their
financial needs over time, hence indicating a fulfilment of responsibility from the
bank to its customers. In contrast, the Rewards Programme was regarded as providing
less 'relevance' in the role a bank should assume, as observed in the participants'
comments in the interview.

4.9 Qualitative Comments - Rewards Programme

At the end of each incentive scheme experienced in the experiment, the opportunity
was taken to investigate each participant's attitudes to a range of issues raised by their
use of that scheme. This section reports findings on the Rewards Programme from the
interview conducted immediately after participants had experienced the Rewards
Programme. Participants were asked for what they liked and disliked about this
scheme and suggestions for improvements.
Many participants responded that they like the Rewards Programme because in
essence, it is "giving them something for nothing". They also recognised that the
Rewards Programme is a good way of offering benefits and encouraging customers to
make more use of Internet banking and ATMs, as well as take more of the Bank's
products.
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Twelve participants specifically mentioned that they liked the idea of receiving
vouchers as they get to enjoy the receipt and consumption of the benefits in a more
direct manner. Two participants specifically mentioned that they preferred the word
'rewards' rather than 'loyalty' to be used for such a scheme. The main issues that
were brought up here when asked about their dislikes were that the scheme "felt
gimmicky" and that participants were suspicious that there could be catch somewhere.
Most comments echoed the sentiments of feeling disinterested in incentive schemes in
general. Some participants also commented that such incentive schemes made them
feel "pushed" into taking up more products with the Bank, hence producing more
benefit to the Bank than to the customer.
"The Rewards Programme didn't seem to bear any relevance between the real
relationship between me and the Bank. This is not like supermarkets where I
may go elsewhere to shop."
Interestingly, one participant commented that he felt the Rewards Programme was
just like any other incentive scheme, hence a lack of "community atmosphere".
"The Rewards Programme didn't create so much of a community atmosphere. It
may only cause less of the personal touch in banking."
Comments were also made of the supposedly unfair bias of the scheme, as it seems to
be rewarding only customers who are using automated channels and not for those
using branch premises. They recognised that there was a "social difference" in the
approach that was being made between customers in terms of their access to
technology. They commented that the Rewards Programme seemed to be
"discriminating" against customers who use branches, most of whom are older
customers and do not possess the skills or access to use Internet banking or ATMs.
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Asked to comment on their impressions of the Bank through the Rewards
Programme, some participants brought up the fact that they see this as an approach to
encourage customers to do more banking using automated channels so that savings
derived from reduction in manpower and branch operations can be made by the Bank.
The majority of the responses acknowledged that the scheme is a gesture to show
appreciation for the customers' patronage, that it is a means to reward customers for
their loyalty and to keep customers. Some interesting comments made also mentioned
that they see it as benefit-sharing purpose between the Bank and customers, hence
proposing that it is a long-term relationship that the Bank wants to establish with its
customers.

However, some participants also voiced the perceptions that the Bank is really just
trying to make more business out of their customers and that the Rewards Programme
is nothing butjust a masquerade of sorts to achieve that.
"Felt patronising, reminds me of schemes you get in garages and supermarkets,
it didn't seem something a bank should be doing."

Asked to estimate how much 100,000 Reward Points should be worth, participants
suggested a wide range of amounts from as little as 5p to £100. The median value was
for 100,000 reward points to be equivalent to £20 pounds, or 4p (200 points) per
transaction on the Internet or ATM. They also thought that the conversion rate of
reward points into monetary value should be realistic and not "over-promising".
Further, participants thought there should be a higher conversion rate if they are to be
redeemed for discounts from the Bank's products and services.

Participants were also asked what they expect to be able to do with the vouchers. The
majority of participants responded that they would prefer to spend them at High Street
stores, supermarkets and selected merchants and retailers that the Bank had links
with. Some participants would also like to be able to spend the vouchers like cash, so
that they can use it anyway and anytime.
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Asked to comment on the benefits of the Rewards Programme to the customer, the
most common response was that the customers can "get something for nothing", since
they are getting the vouchers for something that they are already doing, i.e. banking
with Lloyds TSB. However, a few participants commented that the real value of the
benefits is really dependent on what the actual rewards provided would be. In general,
the majority of the participants saw the Rewards Programme as something that the
Bank is rewarding and thanking them for being its customers, and that they appreciate
the scheme's benefits as something that no other banks have provided before.
Interestingly, ten participants commented that the benefits of the Rewards Programme
to the customer are the convenience associated with using Internet banking and
ATMs, suggesting that they had derived rewards related to the activities of using selfservice banking channels. They recognised that the Rewards Programme enhances the
convenience presented through using automated channels, thus encouraging
customers to use them more for their banking activities.
"The Rewards Programme is encouraging you to use Internet banking more for
your convenience and get something out of it at the same time."
"It's (Rewards Programme) costing the customer nothing yet it allows them to
try new methods of banking and receive something back from the Bank."
Asked to comment on the benefits of the Rewards Programme to the Bank, most
participants expressed that if customers can derive value from it, the Rewards
Programme would inevitably help to build customer loyalty such that they will use
the Bank for more services as well as more Internet banking and ATM usage.
Publicity would also be generated for the Bank through recommendations that would
result in an increased number of customers for the Bank. Some participants also noted
that the image and reputation of the Bank would also be positively enhanced through
the Rewards Programme as it is deemed as a novel way of rewarding customers and
providing customer satisfaction.
"This (Rewards Programme) will definitely encourage people to stay within the
Bank and attract new customers."

Some participants also recognised that the motive of the Rewards Programme as
being encouraging customers to use more direct channels, thus the Bank would get to
enjoy cost-savings in terms of lower operating costs associated with branch premises.
They felt that ultimately, the Bank gets to benefit more as customers take up more of
the Bank's products and services as a consequence of the Rewards Programme.
"It encourages customers to use more self-service banking and reduce going to
the branch, thus possibly reducing staff costs and increase profits."

"The costs involved in hiring the counter staff will go down, maybe the Bank
will give back some of the benefits to the customers through the Rewards
Programme."

4.10 Qualitative Comments - Loyalty Club
This interview was conducted immediately after participants had experienced the
Loyalty Club through performing the tasks and upon task completion. Screen shots
showing the logo of the scheme along with the Loyalty Points table are shown as a
reminder. Participants were asked what they liked and disliked about this scheme and
suggestions for improvements.

Most participants recognise that the Loyalty Club is giving customers a sense of
recognition and of being valued because of the exclusive value of the benefits. One
participant mentioned that the exclusivity also encourages a sense of competition such
that it made him want to "get more points". Interestingly, two participants gave
insightful comments that being part of the Loyalty Club gave them a sense of
"togetherness and community" with the Bank.
"The Bank (through the Loyally Club) is trying to reach out to everyone and
make it a big community."

"Friendly in a way, joining in a club type of thing gives a sense of togetherness
with the Bank."

The response by most participants when asked for their dislikes were that they find
more difficulties grasping the actual benefits the scheme offers. The Loyalty Club
was introduced and presented to participants in a way that the only knowledge given
to them of the end benefit was of "exclusive banking services". No information was
given as to what exactly those exclusive banking services were. This could be the
main reason underlying most of the participants' confusion of the benefits they can
derive from the scheme.
Another common issue brought up by nine participants was that they felt an element
of "class bias" with the Loyalty Club as different numbers of points provide entry to
different levels of membership. Participants' comments here suggested that the
Loyalty Club, whilst designed with communal aspects of relationships, had presented
an element of unfairness and inequality in terms of the different levels of
memberships. This seemingly unbalanced equation of benefits is clearly a violation of
the norms in exchange relationships where 'equality' is the essence in its guiding
behaviours. Participants deemed this feature of the Loyalty Club as unfair, as they did
not see how customers of the Bank should be treated any differently from the rest, and
that good services should be made available to customers across the board.
"Essentially, every customer should have the right to better services, and not
depending on whether you got enough points. Even if it's exclusive services, it
should be equalised across the board But this (Loyalty Club) just implied
segregation and discrimination."
"Introducing an element of class bias in the (Loyalty) club is like
institutionising a scheme to reward customers who are better or more affluent,
whereas the Rewards Programme is more clear-cut in treating customers
specifically different for doing something."

Some participants also commented that it is unfair to reward only customers who use
Internet banking and ATMs and thus reward for their loyalty, because there may be
some actual loyal customers who have been long-time customers who do not use
Internet banking and ATMs and or not able to utilise its technology.
Asked to comment on the impression of the Bank through the Loyalty Club,
responses focused mainly on the issues of giving recognition, bonding with
customers, loyalty and long-term relationships with the Loyalty Club. Two comments
were made of the seemingly unfair and biased treatment of customers with the
scheme, suggesting that not all customers are valued by the Bank.
"Good bonding between the Bank and client. The loyalty points you gain gives
you a different class of membership, it's an enticement to use to gain a better
relationship with the Bank."
"It seemed possibly that you're getting more (from the Loyalty Club) and you're
becoming part of a club."
"Every customer should mean as much to the bank as the other. The Loyalty
Club implies that it is segregating customers according to how much they're
worth."
Three participants also commented that by offering customers benefits to encourage
them to use more Internet banking and ATMs, the Bank is saying that it prefers
customers not to use branch premises so that the Bank can save on costs.
Participants were asked what services they would expect to get from the Bank in the
various levels of membership. Opinions of what else, other than services from the
Bank they would like to exchange their points for were also gathered. A total of fortyfour participants responded that they would like to receive benefits in terms of
preferential rates or discounts for their accounts, overdrafts, mortgages and other
related products that are offered by the Bank. These benefits should then be increased
accordingly in terms of value as the membership progresses from one level to the
next.
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Some suggestions also included being able to convert the points into direct cash or
cash-backs into their accounts with the Bank. There were suggestions made about
providing a preferential level of treatment in terms of service, for example, having
access to the branch manager by contact through a direct line versus reaching the call
centre with a general line. One participant even suggested the provision of free taxi
rides to branches. Interestingly, one participant commented that the benefits offered
by the Loyalty Club should not be that of a "direct monetary benefit", as it would be
deemed unprofessional.
However, there were still concerns about the differentiation in the levels of benefits as
some participants believe that preferential treatment, or rather, high level of quality
products and services should be offered to customers across all levels. Other than
redeeming points for products and services from within the Bank, some participants
felt that it would be ideal if customers are given the flexibility of choosing whether to
redeem the points for related products and services offered from the Bank or spend
them as vouchers elsewhere.
Asked to comment on the benefits of the Loyalty Club to the customer, some
participants expressed that they could not make very insightful comments here
because they do not possess precise knowledge of the actual benefits offered by the
Loyalty Club. However, many were able to recognise that besides "getting something
for nothing", the Loyalty Club provides them with a form of even more valuable
benefits, as two participant puts it —"giving customers real value for money" and
"potential to earn money on the money in your accounts".
Many participants also recognised that through the Loyalty Club, customers are being
made to feel more valued by the Bank, hence enhancing their loyalty and relationship
with the Bank. One participant commented that the Loyalty Club "gives him a sense
of belonging" as the commitment between the customer and Bank increases over time
in the scheme. Another said that being part of the Loyalty Club makes him feel
"closer to the Bank". One participant commented about the feel-good factor that is
presented with the upward progression of membership levels and members who are
competitive in nature would enjoy using the scheme.
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"The points system reinforces and makes you want to use the Bank; it (Loyalty
Club) does create a sort of community with the Bank, I really enjoyed it."

Asked to comment on the benefits of the Loyalty Club to the Bank, many participants
commented that the Loyalty Club would undoubtedly bring about more business to
the Bank as it is a good incentive scheme that makes customers feel that they are
receiving more value out of banking with it rather than with others.
"Keeping the customer, and getting customer loyalty, as customers would want
to progress to the next stage, would make customers less likely to want to switch
banks."

"Graded membership will make people want to strive to attain more i.e. strive
for Gold membership, which would encourage more usage of the Bank's
services."

Some comments were also made about the strengthening of relationship between the
Bank and its customers, hence stronger customer loyalty to the Bank.
"Encourages a much more explicit relationship between the Bank and
customers; Bank wants to retain its customers and is more likely to keep them if
there is perceived rewards for continued banking."

Some participants commented that customers satisfied with the Loyalty Club would
generate good publicity for the Bank and thus attract more new customers to join the
Bank.
"It (Loyalty Club) gives the Bank good exposure and makes them look good,
giving customers a good impression that the Bank cares for them and is looking
out for their best interest."

Participants also recognised that ultimately the Bank would benefit in terms of
increased customer usage of direct channels and hence less costs incurred at branches.
"Encourages customers to stay loyal and do more online banking, which
decreases the number of customers going to the branch and decreases paper
handling, so the Bank can save costs."
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4.11 Debriefing Interview
In the debrief interview (Appendix H) after both schemes were experienced,
participants were asked to rate the two schemes if they were to be made available in
real life on a 30-point scale, running from Very Poor = 0 to Excellent = 30. Table
4.10 tabulates participants' responses.

Incentive Scheme

Mean Rating Score
(30-point scale)

Rank
I stPlace

Rewards Programme

22.65

52

75.4%

Loyalty Club

18.26

17

24.6%

Percentage

Table 4.10: Results of Ratings and Rankings of Incentive Schemes
Pair-wise analysis confirms that the Rewards Programme was rated higher than the
Loyalty Club. The results of a repeated measure analysis of variance (ANOVA)
reveals that the difference was highly significant (p<O.Ol). A within-subjects effect
exists for gender (p<0.05) and it can be observed from Figure 4.21, that male
participants generally favoured the Loyalty Club more than female participants did in
this experiment.

Figure 4.21: Participants' Rankings of Incentive Schemes according to Age and
Gender
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The effects of the distinct relationship norms in the two schemes were further
observed in participants' interpretations of the benefits from the schemes. Here, it was
noted that participants had likened the vouchers of the Rewards Programme as
providing more "straightforward" and "direct" incentives, whereas the membership
levels of the Loyalty Club suggested communal elements of "bonding" and a sense of
"partnership" with the Bank. These observations supported earlier findings that
saliency of communal or exchange relationship norms during the time of interaction
can influence individuals' behaviour toward a partner (Clark, 1986).
The majority of the fifty-two participants who ranked the Rewards Programme
highest said that they liked it more because it is more straightforward to use and easy
to understand. The tangibility of the benefits provided with this scheme was also a
main contributing point. Many commented that they see the vouchers as something
that they can spend out rightly and thus it is as good as money given to them to spend.
Others also brought up the fact that compared to the Loyalty Club, the Rewards
Programme poses no element of class biasness, which they felt is better as it does not
present a sense of discrimination.
Many participants brought up the point that they feel they can gain more benefits
from the Loyalty Club because they see more value in it. Unlike the Rewards
Programme where their impressions of the vouchers are something which needs to be
spent outside of the Bank, some participants felt there would be more value in
benefits that gives them higher saving rates or discounts off loans. Furthermore, they
felt that the Loyalty Club is somewhat a novel idea of an incentive scheme as it gives
a sense of prestige and status to the customers. Some interesting comments made
were that being part of the Loyalty Club is like feeling a sense of partnership with the
Bank.
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4.12 Discussion
The experiment with 69 Lloyds TSB customers measured and compared the impact
on relationships with the Lloyds TSB brand as perceived by customers using two
different incentive schemes to encourage use of self-service banking channels. Both
schemes gave customers points for making transactions on ATM and Internet banking
channels. The Loyalty Club used a relationship model based on communal, altruistic
and emotional attributes (like relationships amongst family members) and offered
Bronze I Silver / Gold tiered membership with enhanced service options (in the style
of an airline frequent flier programme). The Rewards Programme used a relationship
model based on exchange, balance and logical attributes (like relationships in a buyerseller context) and offered redeemable vouchers (in the style of a supermarket
rewards programme). The brand relationship questionnaire device created for this
research has been proven to be effective in this experiment in quantifying differences
in customer-brand relationship in both the communal and exchange dimensions after
experience of the incentive schemes.
As predicted from experiment Hypothesis H1 , results from ANOVA confirmed that
the exchange-oriented Rewards Programme was rated higher in the Exchange Scale,
such that a highly significant (p=0.001) boost was reported on the Exchange Scale
after participants experienced the Rewards Programme compared to the initial. In
contrast, the communal-oriented Loyalty Club caused no significant strengthening
(p0.813) on the Exchange Scale between its initial and post-experience ratings.
These results confirmed that the Rewards Programme had exerted a significant boost
on the Exchange Scale which was not evidenced by the Loyalty Club.
Similarly, as predicted from experiment Hypothesis H2, the communal-oriented
Loyalty Club was rated higher in the Communal Scale, such that relative to the initial,
a highly significant (p=0.003) was reported on the Communal Scale after participants
experienced the Loyalty Club. In contrast, participants experiencing the Rewards
Programme did not report a significant increase on the Communal Scale before and
after experiencing the scheme (p=0.I41). These results confirmed that the Loyalty
Club had exerted a significant boost on the Communal Scale which was not
evidenced by the Rewards Programme.
116

The Rewards Programme was rated higher than the Loyalty Club (75.4% compared to
24.6%) and the difference was statistically significant (p<O.Ol). The Rewards
Programme was preferred because it is more straightforward to use and easy to
understand, and it had tangible benefits.
"The [Rewards Programme] vouchers are a good way to get customers to use
the Bank more, you know what you get in return. With the [Loyalty Club]
membership, you don't really know what each level could give."
Customers would expect a conversion rate when redeeming Rewards Programme
vouchers that equates to something like 4p for typical ATM or Internet transactions.
In contrast, customers would like to derive Loyalty Club benefits in terms of
preferential rates or discounts for their accounts, overdrafts, mortgages and other
related products that are offered by the Bank. These benefits should then be increased
accordingly in terms of value as the membership progresses from one level to the
next.
The results of this experiment have also shown that the brand relationship metric
developed is successful in demonstrating the various aspects of the relationship
theories used in the theoretical framework (Goffman, 1961; Kelley et al., 1983;
Hinde, 1995). The mean scores for each of the individual attributes in the Communal
and Exchange Scales are compared against each other for the two schemes before and
after experiencing the schemes. Results showed that the mean score for the attribute
in the Reciprocal facet - "equal partner" experienced a highly significant (p'0.002)
increase post-experiencing the Rewards Programme (Table 4.8). Interestingly, this is
an observation not reported with the Loyalty Club. This could be supported with the
concept for the schemes, which is associated with the various phases of relationships
(initiation, growth, maintenance, value creation). In the case of the Rewards
Programme that is designed with the aspects of exchange relationships, reciprocity is
the backbone of the norms, that is, a focus on the exchange between the active and
interdependent partners in the relationship. The finding that the Rewards Programme
had caused a highly significant change in the relationship attribute in the Reciprocal
facet infer that there appears to be an interaction between the reciprocal facet and
exchange dimension in brand relationships.
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The benefits provided by the Loyalty Club are seen as being less 'perishable' and
designed to be consumed over a longer-term. The proposition that customers get to
enjoy the benefits of exclusive banking services in the form of club memberships may
have possibly inferred a sense of involvement with the scheme over a longer period of
time. The essence of the Dynamic facet of relationships is that it evolves and changes
over a series of interactions, and the finding that the relationship attribute in the
Dynamic facet - "familiarity" experienced a significant (P=0.02) increase postexperiencing the Loyalty Club (Table 4.9) supports this theory, inferring an
interaction between the dynamic facet and communal dimension in brand
relationships.
In the conceptual framework stated earlier in this thesis, the purposive facet of
relationship refers to "the provision of meanings to the persons who engage in the
relationship."

/ need
lot self
&ittali1ation
need for self
esteem
social
needs - belongIng
need for
safely and security
physical survival needs

Figure 4.22: Maslow's Hierarchy of Needs

In Maslow's theory of human motivation (Maslow, 1943), five sets of needs and
goals that are related to each other are identified and arranged in a hierarchy of
importance, Figure 4.22. When the most basic need is realised, the next higher need
emerges. The same theory can be applied in the Purposive facet of relationship, where
meanings that are associated with the imminent level of needs and goals are derived
from the relationship. The observation that the Loyalty Club scored better than the
Rewards Programme for the relationship attributes "supportive" and "satisfies needs"
in the Purposive facet could have implied that the Loyalty Club constituted a
provision of meaning to customers in terms of satisfying their social (belonging to a
class of membership) and self esteem needs (progressing to a higher level of
membership).
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4.13 Summary
In summary, this chapter has presented a detailed empirical evaluation that aimed to
assess the influences of incentive schemes, designed based on relationship norms, on
customers' perceived relationship with their brand. Two incentive schemes were
presented, each conveying different relationship norms to the user. Participants
experienced both schemes, balanced for order of presentation and age and gender.
Although the repeated-measures data revealed significant order effects, both
quantitative and qualitative findings were documented and the results of this chapter
show significant support that the brand relationship questionnaire designed in this
thesis is effective in quantifying differences in customer-brand relationship in terms
of the communal and exchange dimensions, the extent of the difference depending on
what relationship attributes are salient through the marketing action and experienced
by the customer during brand interactions. The findings of this experiment lend
support for the designing of the experiment discussed in the following chapter, to
assess the longitudinal effects of relationship norms and incentive schemes on the
customer-brand relationship.
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CHAPTER 5
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Longitudinal Study of the Role of Relationship
Theory in Design of Incentive Schemes and the
Impact on Customer-Brand Relationship
A longitudinal empirical study of the influence of adherence to and violation qf
relationship norms on brand relationships within incentive schemes

5.1 Introduction

The interesting results reported in Chapter 4 demonstrating that the application of
salient relationship norms on incentive schemes influences customer perceptions of
their relationship with the Lloyds TSB brand, justify further research into the
integration of relationship theories on incentive schemes. If the communal-oriented
Loyalty Club approach is more effective in boosting communal attributes of the
customer-brand relationship (Communal Scale) than the Rewards Programme
approach where a significant interaction effect of schemes on relationship dimensions
was observed (p<0.05), then the potential long-term effects that such incentive
schemes can exert on overall customer-brand relationship warrants further
investigation.
This chapter details the results of a longitudinal experiment designed to assess the
potential for dynamic impact of different customer incentive schemes in supporting
activity migration to self-service channels. Extending from the designs that were
originally conceptualised in Chapter 4 - the Rewards Programme and the Loyalty
Club, the main aim was to compare the impressions of customer-brand relationship as
perceived by customers experiencing the two alternative incentive schemes over a
duration of time, and through performing banking transactions on Internet banking
and ATM channels. The research carried out in this chapter will explore how the
action of an adherence to, and conversely, a violation of relationship norms can have
an impact on the separate dimensions of brand relationship, as well as to explore how
the longitudinal nature of the experiment can have a moderating effect on these
effects. It is expected that the results of this experience will allow a better
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understanding of the application of relationship norms in marketing activities like
incentive schemes to moderate brand relationship outcomes.

5.2 Background
"Longitudinal field experiments have been particularly sparse, leaving unanswered
many foundational questions regarding the factors that make relationships lasting
and strong" (Aaker et al., 2004). Whilst much research has focused on variables
influencing customer perceptions due to individual encounters, more field-based
experiments in consumer research, particularly those involving relationship
phenomena are needed before comprehensive theoretical formulations of relationship
dynamics can be proposed (Bitner et al., 1990; Mick, 1999; Morgan and Hunt, 1994).
The point of departure for this research stems from the principle that customer
relationships are dynamic and evolve over time. To reflect this evolutionary and
dynamic phenomenon, the experiment employs a longitudinal research method to
examine the behavioural processes and the resultant changes to customer-brand
relationship over time, allowing an in-depth examination into the impact on the
communal and exchange dimensions of brand relationship.
Additionally, a novel study design of using a hybrid of two research approaches in
this longitudinal experiment, incorporating the advantages of the controlled context in
an experimental approach, with that of a naturalistic approach involving a diarykeeping activity, allowed better insights into the ways in which customers perceive
brand relationships over an extended period of time. The aim was to capture the broad
base of behaviours in a real-world setting in concert with the manipulation of
constructs of interest during the individual experiment sessions.
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5.3 Methodology

To replicate the ongoing nature of incentive strategies and how they might be
influenced by regular behaviours, a longitudinal experiment of a total of four sessions
held over a period of

5

weeks was conducted. The longitudinal nature of this study

will capitalise on providing a sense of realism in participants' on-going experience of
incentive strategies and financial rewards in a real-world context. As such, volunteer
participants were required to attend for a total of 4 sessions over a period of 5 weeks
to participate in the experiment.
Because participants will only experience the incentive schemes for a total of 4 times
over the span of the 5 week experiment, the possible accumulation of incentive points
on usage and behaviour is constrained. To overcome this and to strengthen the sense
of realism, a 'diary-keeping' method of data collection was used to capture
participants' personal day-to-day banking activities. This required the participant to
record activities in which they were engaged using any of the Bank's channels,
including Branch, Phone banking, Internet banking service and ATM throughout the
week. These were then translated to incentive points and added to their cumulative
total. The diary, called the 'Experiment Diary' involved the participant completing
entries using their own words in a structured format. Besides being useful for
capturing user behaviour over the period of the experiment, it allowed data to be
captured about their everyday banking tasks without researcher intrusion.
In each session over the course of 5 weeks, participants were given a set of scenarios
and tasks to complete using the Internet banking and ATM where upon completion,
points are awarded accordingly. As part of the tasks and at the end of each experiment
session, participants were able to access their incentive scheme account showing their
points portfolio, which consists of the up-to-date transactions performed and the
points that were awarded, as well as their points balance.
Concurrently, participants were asked to keep a record of the transactions that they
performed over the rest of the week(s) using the Bank's banking channels in their
Experiment Diary. Clear instructions and guidance were given to the participants on
using their Experiment Diary. A copy of these guidelines was also included in the
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Experiment Diary for the participants' ease of reference (Appendix I). More
importantly, full details of the aim and operation of the incentive scheme, including
the images and graphics associated with them, were provided in the Experiment Diary
so as to maximise the amount of immersion the participant would potentially receive
from their assigned incentive scheme even when outwith the controlled environment
of the experimental session.
During each experiment session, the entries in the Experiment Diary were assessed
with participants and points would be awarded accordingly to the entries and added
on into each participant's incentive scheme account so as to replicate the cumulative
nature of points in the real-world context.

5.3.1 Interaction of Relationship Norms with Brand Relationship

According to relationship theory and previous studies (Aggarwal, 2004), customers
who perceive a communal-oriented relationship with their brand prefer helping one
another in return for non-monetary payment and are less likely to ask for repayments
from one another for benefits rendered. In contrast, customers who perceive an
exchange-oriented relationship with their brand prefer giving help to one another in
return for monetary payment and are more likely to ask for repayments from one
another for benefits rendered. Understanding the workings of this principle would
prove to be insightful for brands to assess if an explicit or inexplicit act of thanking
customers for their help, or indeed their custom would have a greater impact on brand
relationship.
In this experiment, it was hypothesised that given a scenario where the brand requests
a favour (in the form of writing a contribution to a newsletter) from its customers,
customers who perceive a communal-oriented relationship with their brand and who
have not received an explicit act of thanks (here in the form of a

£5

cheque and a

clock) would experience an adherence of relationship norm, and therefore sustain
their brand relationship score. Conversely, customers who perceived a communaloriented relationship with their brand and who had received an explicit act of thanks
would experience a violation of relationship norm, and therefore have a lower brand
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relationship score. On the other hand, customers who perceive an exchange-oriented
relationship with their brand and had not received the £5 cheque and a clock in return
for their favour to the Bank would experience a violation of relationship norm, and
therefore have a lower brand relationship score. Consequently and in light of previous
cited research, two opposing predictions concerning the interactive effects of the
orientation of brand relationships and acts of gift-giving in return for favours asked
are offered in this research. Hence, it is hypothesised in this experiment that:

Hypothesis H1: Participants taking part in the exchange-oriented Rewards
Programme and who receive nothing in return for their contribution to the
newsletter would experience a violation of relationship norm, hence produce a
lower evaluation of overall brand relationship.

Hypothesis H2: Participants taking part in the communal-oriented Loyalty Club
and who receive the £5 gift cheque and clock would experience a violation of
relationship norm, hence produce a lower evaluation of overall brand
relationship.

The relationship dimensions would also reflect a corresponding alteration of state
hypothesised as:

Hypothesis H3 : Participants taking part in the Rewards Programme and who
receive the £5 cheque and clock would experience a boost in the Exchange
Scale.

Hypothesis H4: Participants taking part in the Loyalty Club and who receive
nothing would experience a boost in the Communal Scale.
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Longitudinal Study of Incentive Scheme
Experiment Design
A longitudinal experimental exploration of the influence of an adherence to and violation of
relationship norms on brand relationships based on incentive schemes.

Experiment
Purpose:

Two Incentive Schemes comprising the distinct relationship norms:

- Loyalty Club: Involving attributes of communal relationships. Features an incentive system
whereby loyalty points are redeemed for exclusive services like preferential rates and discounts.

- Rewards Programme: Involving attributes of exchange relationships. Features an incentive system
whereby reward points are redeemed for shopping vouchers.
Participants are asked to participate 4 times over five weeks.
Design:

During the experiment, participants will perform routine tasks that are targeted for activity
migration such as bill payment using the ATM and Internet banking and receive points
On the third session, a gesture of relationship norm manipulation will be introduced. Participants are
asked to submit a self-written customer testimonial to be chosen for publication in an upcoming
issue of the Bank's newsletter. In return for their submission, the half of the Rewards Programme or
Loyalty Club participants will receive a gift of a cheque for £5 and a clock, whilst the other half will
receive nothing.
H1 : Participants taking part in the Rewards Programme and who receive nothing in return for their
contribution to the newsletter will experience a violation of relationship norm, hence a lower
evaluation of overall brand relationship.

Experimental
Hypotheses:

1-12: Participants taking part in the Loyalty Club and who receive the £5 gift cheque and clock will
experience a violation of relationship norm, hence a lower evaluation of overall brand relationship.
1-13: Participants taking part in the Rewards Programme and who receive the £5 cheque and clock
will experience a boost in the Exchange Scale.
1-14: Participants taking part in the Loyalty Club and who receive nothing will experience a boost in
the Communal Scale.
l-l: The incentive schemes will not have an impact on overall brand relationship.

Dependent
Variables:

- Perceived brand relationship attributes - also measured at start of experiment to provide baseline.

Independent
Variables

Participant: Gender (2 genders, balanced), age group (2 groups, balanced).
N = 64 participants (Lloyds TSB customers)
Between-subjects design, 2 groups of 32 participants for each incentive scheme, of which half of
each group will experience a gift of E5 cheque and clock.

Cohort:

Honorarium

2 genders x 2 age groups = 4, hence over-sampling for each cell = 4
0f4th session); total £70
Personal cheques of20 (end of 1st session) and £50 (end

Duration:

60 minutes per session per week over 5 weeks (each participant)

Table 5.1: Experiment Summary - Longitudinal Study of Incentive Schemes
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5.4 Experiment Design
5.4.1 Overall Design
The experiment was based on a between-subjects design involving two groups of 32
participants. A 2 (incentive schemes) x 2 (gift or no gift) x 4 (session) mixed-factorial
design was used where participants experienced the Loyalty Club or Rewards
Programme for a total of 4 times over the experiment. Balanced for gender and age
group, all participants were assigned the same fictitious persona and they were asked
to take part in scenarios in which they played the role of customers and perform a
bundle of banking tasks that can be completed with two direct banking channels: a
realistic (non-networked) simulation of the Bank's ATM, and a mirror copy of the
Bank's Internet banking service using adapted copies of pages from its Internet
banking site.

As the main focus of interest was on perceptions of the Bank by its own customers,
the experiment was conducted with a cohort of 66 of the Bank's customers as
participants. The recruitment criteria stipulated that they should all be able to use the
Internet, and have used either the Bank's Internet banking service or the ATM at least
once in the previous three months.

Participants were assigned to experience one of the incentive schemes at random
throughout their 4 experiment sessions. For the purpose of this experiment, all
participants experienced a fixed order of use of the channels in which the assigned
tasks were performed using channels in the sequence of Internet banking, followed by
ATM, then back to Internet banking. The tasks assigned were similar for both
schemes and points were awarded after completion of each task.

A specific treatment in the experiment sessions was presented in the third session.
Here, in addition to the set of tasks, participants were presented with a letter from the
Bank, which stated that the Bank is appealing for customers to send in their
comments about the incentive scheme to be published in a Newsletter. Participants
were told that the Newsletter would only be successful with their contributions and
comments. Participants were then given time to write (in their own words) comments
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about the particular incentive scheme they have been experiencing for the Newsletter.
After this, half of the participants received a gift to thank them for their contribution
to the Newsletter, as a £5 cheque and a gift clock bearing the brand of the Bank. This
gift-giving condition was administered to (balanced) half of the participants
experiencing the Rewards Programme, and half of those experiencing the Loyalty
Club.

5.4.2 Incentive Schemes and Points
In the experiment discussed in Chapter 4, minimal information was given to
participants in terms of how incentive scheme points might be redeemed. This was
done with the aim of determining what kind of rewards participants would equate
with the different incentive schemes. However, as this longitudinal experiment is
designed to replicate the ongoing nature of reward strategies and how they are
influenced by regular behaviours, it would not be feasible to undertake this sense of
vagueness in the redemption details. Moreover, in order to capitalise on providing a
sense of realism in participants' experience of an ongoing incentive scheme with
financial rewards in a real-world context, it was judged to be important that
participants should be told exactly what their points can translate into. As such,
specific details about the benefits that can be derived from the points were provided.

Based on the results of the previous experiment, customers expect a conversion rate
when redeeming Rewards Programme vouchers that equates to something like 4p for
typical ATM or Internet banking transactions. In the previous experiment, 200 points
would be earned per transaction on Internet banking or at any Lloyds TSB ATM (for
bill payments, direct debit, order a chequebook). This would mean customers would
expect a conversion rate of 200 points = 4p. To make the conversion rate easier to
understand, the points system undertaken in this experiment was expressed as
follows:

2 points awarded per transaction on Internet banking or Lloyds TSB ATM;
I point equivalent to a value of 2p.
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To support the longitudinal concept of this experiment and to strengthen the realism
of the accumulative nature of points in incentive schemes, points were awarded for
the growth of relationship that the customer had established with the Bank. To this
end, 500 points were awarded for opening an account or on the anniversary of
accounts held with the Bank, and recommending a friend to the Bank produced an
award of 250 points.

Rewards Programme
As described in Chapter 4, the Rewards Programme is designed around the attribute
norms of exchange relationships and is grounded mainly on economic terms. The
name Rewards Programme is intended to convey the impression of what most
incentive programmes do, that is, rewarding customers for doing business with them.
The graphic of a jar of coins is used as the icon for the scheme, again depicting the
economic basis of most exchange relationships. Here, reward points are given for
using Internet banking and ATM to perform selected transactions.

Vouchers worth of £20 can be redeemed for every 1000 reward points earned. Upon
reaching the 1000 reward points mark, participants were informed on the Internet
banking screen that they could redeem their points for a rewards voucher which can
be spent at a range of retailers and High Street stores. The operation of the points
system i.e. how many points are given for each transaction and the rewards that could
be redeemed with the points is shown in Figures 5.1 and 5.2.
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You first

Lloyds TSB
Maximise your Gains
The more you bank with us, the better the rewards

You first

N Lloyds TSB

Every transaction you make online at Lloyds TSB Internet Banking or at any Lloyds
TSB ATM earns you reward points in the Lloyds TSB Rewards Programme.
Accumulate your points and claim your reward vouchers from us. The table below
shows how everything you do adds up to rewards you can enjoy.

Transfers & Payments
Pay a bill or direct debit
Pay another person

Earn
2 Reward Points
per transaction on Internet
Banking or at any
Lloyds TSB ATM

Standing Orders
Set up a new standing order
Account Services
Order a chequebook
Stop receiving paper statements
Apply for an overdraft

Earn
500 Reward Points
for Opening an account or
on the Anniversary of your
accounts
Earn
250 Reward Points
by recommending a friend
to Lloyds TSB

Upgrade to an Added Value Account
Credit Card
Loan
Mortgage
Insurance
Online Saver Account
Recommend a Friend
If a friend opens a new Lloyds TSB
current account and regularly credits
£500 a month.
(Excludes basic bank, cash, student and staff
accounts)

Lloyds TS1
You first

Lloyds TSB

Redeem your reward points for vouchers:
1000 points for £20 worth of Rewards Voucher
Figure 5.1: Rewards Programme Points Table
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Rewards & Points
Lloyds TSB
*r
You first

Lloyds TSB

Features & Benefits
The Rewards Programme features:
earn points for virtually every transaction you make using Internet banking and any
Lloyds TSB ATM*,
redeem points for shopping vouchers**
V choose from a wide range of Rewards Partners, covering dining out, shopping and
weekend breaks,
V House of Fraser,
V Wallis,
' Waterstones.

Rewards Programme Partners
Everything you do is now so much more rewarding.
As a Rewards Programme member, everything you do with Lloyds TSB will help
you to earn a range of exclusive and valuable rewards*.
You'll have a range of travel partners to choose from including:
" Thomas Cook,
V

Small Luxury Hotels of the World,
and a fantastic choice of retail partners including:

V Boots,
V M&S,
/ Habitat,
/ House of Fraser,

i" Wallis,
V Waterstones.
With new partners joining all the time, you can be assured that life as a member of
the Rewards Programme will continue to bring its own rewards. Further details on
all our partners will be sent with your welcome pack.
Terms and conditions apply. Fall details will be sent with your welcome pack.
* Excludes balance enquiries, cash advances, balance transfers, money transfers, cheques, interest fees or charges, Payment Protection
Cover, transactions at casinos, betting outlets or bookmakers, payments to office or online current, savings or share trading, spread
betting, gambling or other accounts.

Figure 5.2: Rewards Programme Points Redemption
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Loyalty Club
As described in Chapter 4, the Loyalty Club is designed around the characteristics of
communal relationships and is grounded on social factors with the overall goal of
enhancing the link between customer and brand in order to build closer relationships.
It is intended that the name Loyalty Club suggest a sense of communality and longterm association between relationship partners. The graphic of a handshake is used as
its icon, portraying an image of trust, cooperation and potentially closer relationships.

Interview results from the previous experiment revealed that customers would like to
derive Loyalty Club benefits in terms of preferential rates or discounts for their
accounts, overdrafts, mortgages and other related products that are offered by the
Bank. Upon reaching the 1000 loyalty points mark, participants were informed on the
Internet banking screen that they have reached Bronze membership. The operation of
the points system i.e. how many points are given for each transaction and the benefits
that could be redeemed with the points is shown in Figures 5.3 and 5.4.
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You first

Lloyds TSB
Grow with us in Recognition
Enjoy the privileges it brings

___jLloydsTSB
t
Youfirst

25

Lloyds ISB

Earn loyalty points and enjoy exclusive banking services
created to look after your every need

1 -1000 Loyalty Points
1001 - 2200 Loyalty Points
2201 - 4000 Loyalty Points
Over 4000 Loyalty Points

Every transaction you make online at Lloyds TSB Internet Banking or at any Lloyds
TSB ATM earns you loyalty points in the Lloyds TSB Loyalty Club. Accumulate
your points and enjoy exclusive banking services from us. The table below shows
how everything you do adds up to better services from us.

Earn
2 Loyalty Points
per transaction on Internet
Banking or at any
Lloyds TSB ATM

Transfers & Payments
Pay a bill or direct debit
Pay another person
Standing Orders
Set up a new standing order
Account Services
Order a chequebook
Stop receiving paper statements
Apply for an overdraft

Earn
500 Loyalty Points
for Opening an account or
on the Anniversary of your
accounts
Earn
250 Loyalty Points
by recommending a friend
to Lloyds TSB

Upgrade to an Added Value Account
Credit Card
Loan
Mortgage
Insurance
Online Saver
Recommend a Friend
If a friend opens a new Lloyds TSB
current account and regularly credits
£500 a month.
(Excludes basic bank, cash, student and staff
accounts)

Figure 5.3: Loyalty Club Points Table
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Prestige & Privileges
Lloyds TSB
You first

j[

______Int
_______

Lloyds TSR

TT4

Th't

1 —1000
Loyalty
Points

1001-2200
Loyalty Points

2201-4000
Loyalty Points

Over4000
Loyalty Points

£192

£382

£601

£939

Worth up to £68
ayear

Worth up to
£68ayear

Worth up to
£l59ayear

Worth up to
£l94ayear

No

Worth up to
£161 a year

Worth up to
£2lOayear

Worth up to
£27oayear

Worth up to £95
a year

Worth up to
£112 a year

Worth up to
£112 a year

Worth up to
£112 a year

£50 (subject to
status)

£100

£250

£500 (subject
to status)

Worth £20 a
year

Worth £20 a
year

Worth £20 a
year

Worth £20 a
year

No

No

Worth an
average of £35
a year

Worth an
average of £35
a year

No

No

No

Worth up to
£100 a year

No

No

No

Worth up to
£83 a year

Yes

Yes

Yes

Yes

Terms and conditions apply. Full details will be sent with your welcome pack.

Figure 5.4: Loyalty Club Points Redemption
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5.4.3 Experiment Sessions
This longitudinal experiment involved participants engaging with their assigned
incentive scheme for a total of four sessions. The earlier experiment revealed that
72% of the Bank's Internet banking users used the service weekly, of which 68% of
this group of users used the service for a few times (more than twice) a week. It was
also observed that 83% of participants use the ATM weekly, of which 56% of them
use it for a few times a week. It was decided to allow at least three days between each
experiment session to allow enough time for participants to undertake some banking
activities with the Bank to be recorded in the Experiment Diary. Stipulating such a
minimum between sessions would facilitate the objective of allowing participants to
experience a sense of realism with accumulating points as they conduct their banking
activities with the Bank in this window of time. More importantly, the Experiment
Diary keeping activity over the period between sessions would act as a constant
reminder of the particular incentive scheme and maximise the length of interaction
with the participant.

To establish and compare the impact of the incentive schemes, an initial questionnaire
at the beginning of each session was administered to access how participants perceive
their relationship with the Bank up to the point before any exposure to the elements of
that experiment session. This then acts as the baseline reference of their attitude to the
Bank as a point of departure for the experiment data of that session.

Session I
At the start of the session, participants completed a (baseline) brand relationship
questionnaire (BRO), Appendix C. The session continued with an oral introduction of
the incentive scheme that the participants are assigned to experience. A table showing
the operation of the points system was shown and explained to the participants. In
addition to use of the individual scheme icons and graphics, the pertinent elements of
each scheme that constitute the respective relationship norms were emphasised, for
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example, "The Loyalty Club is an incentive scheme designed as a way of thanking
customers for their loyalty, as well as trying to encourage a spirit of community in the
partnership between the Bank and its customers" or "The Rewards Programme is an
incentive scheme designed as a way of thanking customers for their business, as well
as trying to encourage a balanced share of benefits in the partnership between the
Bank and its customers". To further ensure that the relationship norms underpinning
the schemes were communicated effectively to the participants, a summary outlining
the introduction and purpose of the scheme was presented on the respective enrolment
screens (as described in Chapter 4) and participants were encouraged to read them
carefully.

After completing tasks using Internet banking, ATM and then Internet banking again,
a second questionnaire (BRI) was then administered to assess the influence of the
incentive scheme on the perception of brand relationship. After this, an interview was
conducted in an attempt to gather immediate qualitative responses towards the
scheme, such as likes/dislikes and suggestions for improvement (Appendix J). Here,
participants were shown a screenshot of the logo of the scheme they were assigned to
along with the table showing the allocation of points to transactions.

The session ended with the introduction of the Experiment Diary (Figure 5.5), where
the participant was briefed about recording their personal banking activities
conducted with the Bank. Points that merit highlighting were that for security
purposes, participants were informed not to write in the Experiment Diary any
information that may relate to their real-world personal bank account details and/or
PIN/Password.
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Experiment Diary

Please make a note of the channel(s) that you have used
each day. e.g. Internet banking, ATM. phone etc, and the
types of transaction performed on them.
Points will then be awarded for the transactions that you
perform between your experiment sessions and added to
your points total.

Evers time you use any of the Banks channels (such as AThI or
Internet banking or telephone) for example to pay a bill, set up a new
standing order, or order a chequebook, please note them in your
Experiment Diary. See the examples below:

Date

Transaction

Channel

Se1

tp

T-'ac

Session I
Points balance

l,t
ATM

ccic gLav,c

,

T- me

tv. cke'at

Session 2
Points

balance

Trne
Session 3
Date

Points balance

Time
Session 4

Date

Observations
Comments

PiiCl 1)L

(rDtr

Your Experiment Sessions

ate

lrte,foc* R..eOrcft

Keeping your Diary

As part of our ongoing research, we would like you to
keep an Experiment Diary recording the types of
transactions you carry out with the Bank during the weeks
of the experiment.

Date

nfl3tiofl

Points balance

Time

Figure 5.5: Experiment Diary
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Session 2
Participants began Session 2 by completing a brand relationship questionnaire
(BR2a). This serves as the baseline for comparisons of the perceptions of their
relationship with the brand after experiencing the scheme in Session 2. More
importantly, it provides an insight into the continual effect of the scheme from
Session 1. This was followed by a brief discussion of their Experiment Diary where
participants were asked to comment on any issues that they have come across in the
diary-keeping activity. Points that participants had earned according to their diary
entries (if any) were then manually added to their points balance for the experiment.
Upon logging into Internet banking using their persona for the experiment in Session
2, participants could then observe that their points balance showed a higher amount
after updating. Participants then undertook a series of tasks of a similar nature and in
the same order of banking channels as in Session I and experience earning points in
the scheme. By the end of this session, participants should have earned a total of some
1200 points through tasks completed in their experiment sessions (not including the
participant's own transactions as entered in the Experiment Diary) and were notified
on the Internet banking screen that they can either redeem a voucher (in the Rewards
Programme), or have progressed to the next level of membership (in the Loyalty
Club), Figure 5.6. This session ended with the participant completing another brand
relationship questionnaire (BR2b).

,.; • r'

r

Congratulations!

Congratulations!

You now have
enough points
to claim a
Rewards Voucher!

You have now reached
Gold Membership!

GOLD tEMBEi
S.I

/
I

Figure 5.6: Graphic on Internet Banking Screen notifying Redemption of Points
for Rewards Programme and Loyalty Club
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Session 3 (Newsletter condition)
Session 3 began with administering a brand relationship questionnaire (BR3a) and
followed the same procedures as of Session 2. After completing the second brand
relationship questionnaire (BR3b), the participant was asked to read a letter from the
Bank, Figures 5.7 and 5.8. The scenario was that the Bank is appealing for customers
to send in their comments about the incentive scheme to be published in a Newsletter.
After allowing time for the participant to finish reading the letter, they were asked to
attempt to write their comments for the Newsletter in the space that is provided on the
letter. After handing over their written comments, half of the participants in each
scheme were told that as a thank you for giving their contributions for the Newsletter,
the Bank would like them to accept a £5 cheque and a small gift (clock bearing the
Bank's brand). All participants were then asked to complete another brand
relationship questionnaire (BR3c) about their views of the Bank based on what they
have just experienced.
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Lloyds TSB
Lloyds TSB Bank plc
11-15 Monument Street
London
EC3V 9JA
Ref: RP/CCIRJ57
Date: 20/02/2007

Lloyds TSB
Rewatds Progré.inme

Dear Ms Jones,
Lloyds TSB Rewards Programme Newsletter
We would like to create a Newsletter to send to all of the customers involved in our
Rewards Programme. However, we recognise that we cannot start with such a
Newsletter unless we have contributions from customers of the Rewards Programme
like you.
We would be very grateful if you could help to make this Newsletter a success by
taking a few minutes to write down your comments about how you feel about the
Rewards Programme in the space below and send this form back to us.
The Rewards Programme Newsletter will only be successful if members like you are
willing to send us your comments. Many thanks for your help.

Yours sincerely,

- 1 ~~
Fm 74

.", F97-2170
iAN
V14'I
'
- A
Phil Brown
Customer Services Manager

Figure 5.7: Newsletter Invitation Letter for Rewards Programme
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Lloyds TSB Bank plc
11-15 Monument Street
London
EC3V 9JA
Ref: LC/CCIRJ57
Date: 16/02/2007

,.jLloyds TSB

t

ojçguj

Dear Ms Jones,
Lloyds TSB Loyalty Club Newsletter
We would like to create a Newsletter to send to all of the customers involved in our
Loyalty Club. However, we recognise that we cannot start with such a Newsletter
unless we have contributions comments from Loyalty Club members like you.
We would be very grateful if you could help to make this Newsletter a success by
taking a few minutes to write down your comments about how you feel about the
Loyalty Club in the space below and send this form back to us.
The Loyalty Club Newsletter will only be successful if members like you are willing
to send us your comments. Many thanks for your help.

Yours sincerely,

Phil Brown
Customer Services Manager

Figure 5.8: Newsletter Invitation Letter for Loyalty Club
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Session 4
Apart from the activity of updating the points balance according to the entries in the
Experiment Diary, Session 4 follows very much the same procedure as Session 1,
including the completion of a brand relationship questionnaire before (BR4a) and
after (BR4b) experiencing the scheme. By the end of this session, participants should
have earned a total of at least another 1200 points through tasks completed in their
experiment sessions (not including the participant's own transactions as entered in the
Experiment Diary) and were notified on the Internet banking screen that they can
either redeem a voucher (in the Rewards Programme), or have progressed to the next
level of membership (in the Loyalty Club). The session ended with a final debrief
interview (Appendix K) to assess if the continual interactions with the scheme over
the period of four sessions has resulted in differing opinions of the scheme from the
first session.

The sequence of tasks and the points earned for each session that each participant
experienced in the Rewards Programme and Loyalty Club are shown in Figures 5.9 to
and 5.12.

A summary of the experiment procedures is depicted in Figure 5.13.
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ExperimentChannel
Session
Internet
banking

1
7

Session I

Task

Points

Value of
Vouchers

Enrolment

200

4

Bill payment

2

0.04

Upgrade account

500

10

17
-

17
;1

Bill payment

2

0.04

Order a chequebook

2

0.04

ATM

-7
Internet
banking

Internet
banking

~,7,

7

Bill payment

2

0.04

Total points reflected on
statement

708

£14.16

Update from Transaction
Logbook
Bill payment

2

0.04

Apply for credit card

500

10

17

17

Bill payment

2

0.04

Order a chequebook

2

0.04

ATM

Session 2

.17

Internet
banking

17

17

Bill payment

2

0.04

Total points reflected on
statement

At least
708+508=1216
(redeems 1000
points)

£24.32
(1 voucher
redeemed)

Figure 5.9: Sequence of Tasks and Points for Rewards Programme
(Sessions 1 and 2)
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Experiment
Session

Task

Points

Value of
Vouchers

Update from Transaction
Logbook

X

x

Bill payment

2

0.04

Apply for overdraft

500

10

Channel

Internet
banking

7

~,7,

,
Session 3

_,7,

Bill payment

2

0.04

Order a chequebook

2

0.04

ATM

1
7

.17

17
2

0.04

Total points reflected on
statement

At least
(216+508)=724

£14.48

Update from Transaction
Logbook

X

x

Account anniversary

500

0.04

Bill payment

2

10

Bill payment
Internet
banking

Internet
banking

.,7
Session 4

ATM

Internet
banking

-

-- ---

------

_,-7,

--

-

-

--

~,7,

Bill payment

2

0.04

Order a chequebook

2

0.04

Bill payment

2

0.04

Total points reflected on
statement

At least
724+508=1232
(redeems 1000
points)

£24.64
(1 voucher
redeemed)

Figure 5.10: Sequence of Tasks and Points for Rewards Programme
(Sessions 3 and 4)
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Experiment

Channel

Task

Points

Enrolment

200

Bill payment

2

Upgrade account

500

Session

Internet
banking

17

Session I

17

IiT

Bill payment

2

Order a chequebook

2

_7~1

_a

Bill payment

2

Loyalty
membership

ATM

,
a

Internet
banking

Total points reflected
on statement

708

Update from
Transaction Logbook
Internet
banking

17

Session 2

Membership
Level

Bill payment

2

Apply for credit card

500

17

Qualifies for
Loyalty
Membership;
o_çarqgiye
Reaches at
least 1210
points;
notified of
progress to
Bronze
membership

-

~
,
7

Bill payment

2

Order a chequebook

2

ATM

17

17
Bill payment

Internet
banking

17
2
At least

Total points reflected
on statement

708+508=1216
(qualifies for
Bronze
member

Given Bronze

Clubcard

Figure 5.11: Sequence of Tasks and Points for Loyalty Club
(Sessions 1 and 2)
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Experiment
Session

Channel

Internet
banking

Task

Points

Update from
Transaction Logbook

X

Bill payment

2

Apply for overdraft

500

Membership
Level

Bronze
Membership

Session 3

_a
Internet
banking

Internet

banking

Session 4

Bill payment

2

Order a chequebook

2

ATM

_a
- -

Bill payment
--

Total points reflected
on statement

U
-

2

-

--

At least
(1216+508)=1724 I

update from
Transaction Logbook

X

Account anniversary

500

Bill payment

2

Bill payment

2

Order a chequebook

2

(Bronze
Clubcard)

-

Reaches at
least 2226
points;
notified of
progress to
Silver
membership;

ATM

7 7

1

Internet
banking

1

7

1

Bill payment

2

Total points reflected
on statement

At least
1724+508=2232
(qualifies for
Silver
membership)

Given Silver
Clubcard

Figure 5.12: Sequence of Tasks and Points for Loyalty Club
(Sessions 3 and 4)
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Completes initial brand
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+

Experiment Diary Updale
(Sessons 2, 3, and 4
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7
/

/

-

Performs
banking
taska sng
Internet
banking

F

E,,eriences incentive scheme

Using same persona detaiis

7/

i/

Performs
banking
tasks unng
A

\

Thf)

Experiences ncentve scheme

New Session

Using same persona detaiis

/
7Performs
\
I
banking
tasks sng
Internet
\
banking_,,
)
Completes brand re]ationshp
questionnaire based on incentive
scheme experienced

Exoeriences incentive Scheme

YES
NO

Debrief lnter.iew

+

NewsletterCcndition

Completes brand r:Fationsh
questionnaxe based on
Newsletter condition

Hrinient

Diary Brief ing

3

Figure 5.13: Flow Chart Representation of Experiment
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Table 5.2 details the sequence of the four sessions making up the staged relationship
development process.

Timeline

Contents of customer interactions

Session I

Initiation of relationship with assigned incentive
scheme through experience and task completion.
Experience of incentive scheme through sequenced use
of Internet banking, ATM, Internet banking.

BRO: Before experience of scheme
BRI: After experience of scheme
Diary-keeping

-

Behaviour encouragement and enhancement of
relationship through frequent interaction with
incentive scheme through the recording of entries in
the Experiment Diary.
Enhanced experience of incentive scheme through real
world banking activities.

Session 2
BR2a: Before experience of scheme in
experiment session
BR2b: After experience of scheme

Diary-keeping

Habit reinforcement achieving enhanced experience
and relationship through task completion.
Repeated experience of incentive scheme through
sequenced use of Internet banking, ATM, Internet
banking.

-

Affect and behaviour reinforcement through
maintaining Experiment Diary.
Reinforced experience of incentive scheme through real
world banking activities.

Session 3
BR3a: Before experience of scheme in
experiment session
BR3b: After experience of scheme
BR3c: After experience of Newsletter
condition

Diary-keeping

Manipulation of relationship norm. Half of the
participants were given a £5 cheque and gift clock for
contributing comments to the Bank's Newsletter,
while the other half receive nothing.
Repeated experience of incentive scheme through
sequenced use of Internet banking, ATM, Internet
banking.
Action of adherence or violation of relationship norm to
assess impact on brand relationship.

-

Enhancement of relationship norms and behaviour
reinforcement through maintaining Experiment Diary.
Reinforced experience of incentive scheme through real
world banking activities, in consideration of adherence or
violation of relationship norm experienced in Session 3.

Session 4
BR4a: Before experience of scheme in
experiment session
BR4b: After experience of scheme

Relationship alteration reflecting longitudinal and
continual effects of relationship norm manipulation
from Session 3.
- Repeated experience of incentive scheme through
sequenced use of Internet banking, ATM, Internet
banking, in consideration of adherence or violation of
relationship norm experienced in Session 3.

Table 5.2: Timeline of Customer Interaction and Relationship Development
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5.5

Customer Sample and Descriptive Statistics

The balanced experiment design called for a sample of 64 Lloyds TSB customers,
balanced for age group and gender. The sample actually obtained consisted of 66
current customers. The composition of the customer sample is shown in Table 5.3.

Age Group

Gender

Total

Male

Female

18-34

11

15

26

35 and above

19

21

40

Total

30

36

66

Table 5.3: Composition of Customer Sample by Age Group and Gender

Because of the longitudinal nature of the experiment, it was difficult to achieve an
exact balance. Indeed, a total of 78 participants were recruited and attended Session 1,
but only 66 participants managed to complete all 4 sessions successfully.

Customers were asked how long they had been customers of the Bank and it was
observed that 65% of participants have been banking with it for more than 10 years.
The detailed breakdown of the customer sample according to the number of years of
being a customer is shown in Figure 5.14.

35

31

30
25
C,,

20
S
t 15

12

10

0
Less than 1 year

1-5 years

5-10 years

More than 10 years

Number of years of being a customer

18-34

•35 or above

Figure 5.14: Number of Years as Customers by Age Group and Gender
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Participants were also asked about their use, in real life, of the banking channels
under study in the experiment, i.e. Internet Banking and ATMs. Some 53% of
participants use Internet banking at least monthly, of which 80% use the service at
least once a week. 24 participants responded that they have never used Internet
banking, while 2 participants had used Internet banking once and had stopped since
because they had had "a bad experience with Internet banking". All participants said
that they use ATMs (not exclusively the Bank's), with 74% of them using it at least
once a week. The distributions of response for both channels are shown in Table 5.4.

Frequency of use
Channel

I
Daily

Few!
week

Weekly

Few!
month

Monthly

Few!
year

Once!
stopped

Never

Internet Banking

8

13

7

5

2

5

2

24

ATM

4

28

17

7

9

1

0

0

Table 5.4: Participants' Frequencies of Real-World Use of Banking Channels

The intended balance across incentive schemes and the treatment of gifts was
achieved overall and for each participant gender and age group as in Table 5.5.

Rewards Programme

Loyalty Club

Participant
Group

No Gifts

Gifts

No Gifts

Male 18-34

3

Male 35+
Female 18-

6

3
5

3
4

3

4

4

34

L

Total
Gifts
2

ii

4

19

4

15

6
5
5
5
16
16
Total
17
17
Table 5.5: Composition of Customer Sample by Order of
Incentive Scheme Experienced

Female 35+

21

66
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5.6 Brand Relationship Results
The brand relationship data for each participant comprised responses to two sets
(three sets for Session 3) of 24-attribute brand relationship questionnaires
administered in each session - initial, and after experiencing their assigned incentive
scheme, Table 5.6. Participants were asked to complete the initial brand relationship
questionnaire based on their views about the Bank, while the scheme-related versions
of the brand relationship questionnaire were completed based on their views about the
Bank given the particular incentive scheme they had just experienced.

Brand Relationship Questionnaires
Session I
Initial

Schemerelated

Initial

BRO

BR1

BR2a

Schemerelated
FBR2b

Session 4

Session 3

Session 2
Initial

Schemerelated

PostNewsletter
Condition

Initial

Schemerelated

BR3a

BR3b

BR3c

BR4a

BR4b

Table 5.6: Timeline of Brand Relationship Questionnaires Administered

There was one missing data set in the 66 participants' questionnaire responses (66 x 9
= 594 questionnaire responses), where one set of the data for the scheme-related
version of the brand relationship questionnaire in Session 4 (BR4b) for one
participant was not captured in the system.

5.6.1 Initial Brand Relationship Results
At the beginning of the experiment before induction where an outline of the session
was given, each participant completed a 24-attribute brand relationship questionnaire,
addressing perceptions of their relationship with Lloyds TSB.

The overall initial mean score for participants experiencing the Rewards Programme
was 5.07 (7-point scale). The mean scores for all of the brand relationship attributes
were on the favourable side of neutral, though two attributes were substantially less
than the others - 'equal partner" (mean 4.03.) and "treats like friend" (mean 4.09).
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The overall initial mean score for participants experiencing the Loyalty Club was
4.93. All of the brand relationship attributes had a score of at least 4.5 except for three
attributes - "equal partner" (mean 4.32), "treats like friend" (mean 4.32) and
"responsible" (mean 4.17).

5.6.2 Brand Relationship Results for the Two Incentive Schemes

As shown in Table 5.7, compared to a baseline score of 5.07, the mean overall score
for brand relationship after experiencing the Rewards Programme over the 4 sessions
rose to a mean of 5.18. This increase was not statistically significant; however the
relationship attribute "equal partner" showed a highly significant (p<O.Ol)
improvement over the course of the experiment (Figure 5.15). In contrast, the Loyalty
Club produced a highly significant (p<O.OI) increase in brand relationship scores
from 4.93 to 5.17 over all 4 sessions of the experiment, with 6 attributes showing
significant increases (p<O.OS) over the course of the experiment - "treats as
individual", "equal partner", "responsible", "familiarity", "partnership" and "value
for money" (Figure 5.16). There was however no statistically significant difference
overall between the two schemes.

Mean Brand Relationship Score
Incentive
Scheme

ANOVA
Significance
Level

Baseline

Overall
Average
across all
sessions

Rewards Programme

5.07

5.18

p=O.184

Loyalty Club

4.93

5.17

p0.007

Table 5.7: Comparison of Mean Brand Relationship Scores between Baseline and
Overall Average across all sessions
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Figure 5.15: Brand Relationship Scores for Rewards Programme
(Baseline vs All Sessions)
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Figure 5.16: Brand Relationship Scores for Loyalty Club
(Baseline vs All Sessions)
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Rewards Programme

In comparison to the initial score of 5.07, the mean overall attitude score for brand
relationship after participants experienced the Rewards Programme in Session 1 rose
to 5.27, resulting in a highly significant (p<O.Ol) improvement in customer perception
of their relationship with the Lloyds TSB brand. Six out of the 24 individual brand
relationship attributes produces statistically significant (p<O.OS) boosts (Figure 5.17).
However, participants perceived a decrease (no significant statistical difference) in 6
relationship attributes after experiencing the Rewards Programme and observed a
decrease in their absolute scores for "straightforward banking", "treats fairly",
"understands needs", "treats with respect", "services meet needs", and
"commitment". A repeated-measures ANOVA shows a highly significant (P<0.01)
main effect in the differences in perceptions of brand relationship attributes between
the questionnaires that were administered before and after experiencing the Rewards
Programme. There was also a significant (p<0.05) effect of age and gender on
perceptions of the brand relationship attributes, indicating that older females over the
age of 35 years had a higher overall perception of relationship attributes compared to
their younger counterparts, whilst males under the age of 35 had a higher overall
perception of relationship attributes than did the older males.
Figure 5.18 shows the mean scores of the brand relationship attributes between before
and after experiencing the scheme in Session 2. ANOVA results revealed a significant
(p<0.05) increase in overall brand relationship from 5.02 to 5.17, in which 5 attributes
produced significant (p<0.05) increases for "treats as individual", "treats like friend",
"advocacy", "familiarity" and "value for money". In this session, 4 attributes
performed less well after participants had experienced the scheme - "values
customers", "understands needs", "cares about needs" and "equal partner".
Although no significant difference was found in the overall brand relationship scores
in Session 3, Figure 5.19 shows that participants perceived a significant (p<O.OS)
increase in the mean attribute score for the attributes "customer in control",
"understands needs", "high quality service", and "responsible".
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The last experimental session saw a highly significant (p<O.Ol) increase in overall
brand relationship, increasing from 5.11 before experiencing the Rewards Programme
to 5.30 after experiencing the scheme. Pair-wise analysis also revealed significant
(p<O.OS) increases in 9 relationship attributes - "in touch", "understands needs", "best
interests", "treats with respect", "equal partner", "treats like friend", "satisfies needs",
"advocacy" and "familiarity" (Figure 5.20).
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Figure 5.17: Brand Relationship Scores Pair-wise Comparison
(Session 1: Rewards Programme)
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Figure 5.18: Brand Relationship Scores Pair-wise Comparison
(Session 2: Rewards Programme)
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Figure 5.19: Brand Relationship Scores Pair-wise Comparison
(Session 3: Rewards Programme)
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Figure 5.20: Brand Relationship Scores Pair-wise Comparison
(Session 4: Rewards Programme)
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Loyalty Club

A highly significant (p<0.01) improvement in the mean overall attitude score for
brand relationship was derived for participants experiencing the Loyalty Club in
Session 1, as it increased from an initial of 4.93 to 5.36. All of the 24 individual
relationship attributes observed increased; 13 of them produced statistically
significant improvement (p<O.OS), Figure 5.21. Repeated measures ANOVA revealed
a highly significant (p<O.Ol) main effect in the differences in perceptions of brand
relationship attributes between the questionnaires that were administered before and
after experiencing the Loyalty Club. Female participants under the age of 35 years
were also giving higher overall scores to the relationship attributes than were the
older female participants, whilst older male participants observed higher overall
scores to the relationship attributes than did over the younger male participants,
resulting in a significant (p<0.05) effect of gender and age on perceptions of
relationship attributes.
Perceptions of overall brand relationship increased significantly (p<O.OS) from 5.04
before experiencing the scheme to 5.17 after in Session 2 (Figure 5.22), in which 2
attributes showed a significant (p<0.05) improvement - "best interests" and
"responsible". Though no significant differences were found, the mean attribute
scores decreased for "straightforward", "treats fairly", "high quality service",
"services meet needs", "supportive" and "commitment".
Participants in Session 3 experienced a significant (p<O.OS) improvement to overall
brand relationship from 5.05 to 5.26 (Figure 5.23), in which 4 relationship attributes "understands needs", "treats like friend", "supportive" and "adaptability" showed
significant (p<0.05) boosts after experiencing the scheme. Though pair-wise analysis
shows no significant differences, the mean overall brand relationship score increased
from 5.05 to 5.16 after participants experienced the scheme in Session 4, in which 8
relationship attributes showed significant (p<O.OS) improvements - "treats as
individual", "values customers", "best interests", "high quality service", "cares about
needs", "treats like friend", "advocacy" and "commitment" (Figure 5.24).
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Figure 5.21: Brand Relationship Scores Pair-wise Comparison
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Figure 5.23: Brand Relationship Scores Pair-wise Comparison
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Figure 5.24: Brand Relationship Scores Pair-wise Comparison
(Session 4: Loyalty Club)
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5.6.3 Relative Scores
As a between-subjects design was used in this experiment, an assessment of the
relative brand relationship scores for both schemes would provide a better
measurement of the differential attitudes between the schemes. Figure 5.25 shows the
comparison of individual attribute scores for Rewards Programme and Loyalty Club
after participants experienced their respective schemes in Session 1, in which the
Loyalty Club produced a higher increase (+0.43) to its overall brand relationship in
Session I compared to the Rewards Programme (+0.14), reflecting a marginally
significant difference between them (p=0.056). 5 relationship attributes - "customer
in control", "values customers", "understands needs", "responsible" and "familiarity"
showed statistical significant (p<O.OS) difference between the schemes, indicating that
the Loyalty Club had produced a higher improvement over the Rewards Programme
for these 4 attributes.

Figure 5.26 shows the comparison of relative brand relationship change between the
schemes in Session 2. Participants experiencing the Rewards Programme reported a
marginally higher increase in its overall brand relationship (+0.14) compared to
participants experiencing the Loyalty Club (+0.13). No significant differences were
found in the relative brand relationship change and in the individual attribute scores
between the schemes.

Though no significant differences were observed, participants experiencing the
Loyalty Club saw a higher increase in the overall brand relationship (+0.21) over
participants experiencing the Rewards Programme (0.13) in Session 3, in which
attribute "adaptability" improved significantly (p<0.05) better in the Loyalty Club
than the Rewards Programme (Figure 5.27).

The relative brand relationship change for the Rewards Programme showed a
marginally better improvement (+0.19) in Session 4 compared to the Loyalty Club
(+0.11), Figure 5.28. No significant differences were found in the relative brand
relationship change and in the individual attribute scores between the schemes.
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between schemes (Session 1 - difference between BRO and BR1)
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Figure 5.26: Comparison of Relative Brand Relationship Change within session
between schemes (Session 2 - difference between BR2a and BR2b)
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Figure 5.27: Comparison of Relative Brand Relationship Change within session
between schemes (Session 3 - difference between BR3a and BR3b)
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Figure 5.28: Comparison of Relative Brand Relationship Change within session
between schemes (Session 4 - difference between BR4a and BR4b)
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The detailed ANOVA tests and p-values of individual attribute sores for both schemes
for each session, and comparisons of the relative scores between sessions between
schemes are shown in Tables 5.8 to 5.11.

IM

-

Session I
BRO versus BRI
(AN OVA Tests p value)
Attribute
Rewards
Programme
Customer in control
Non-patronising
Treats as individual
Best interests
Treats fairly
Treats with respect
Cares about needs
Equal partner
Treats like friend
Responsible
Understands needs
Straightforward banking
Services meet needs
Supportive
Satisfies needs
High quality service
Advocacy
In touch
Values customers
Commitment
Familiarity
Adaptability
Partnership
Value for money
Overall mean score

.856
.231
.071
.083
.751
.103
.003
.029
.353
.335
.239
.488
.882
.085
.031
.016
.056
.315
.865
.550
.058
.088
.046
.005
.009

Loyalty
Club
.002
.130
.017
.033
.524
.822
.001
.017
.030
.000
.033
.414
.121
.032
.654
.058
.056
.212
.000
.369
.000
.278
.030
.010
.000

Relative
Scores
Rewards
Programme
Versus
Loyalty Club
(ANOVA Tests
p_value)

-

.032
.373
.561
.491
.837
.161
.605
.813
.568
.031
.019
.302
.182
.709
.648
.462
.933
.878
.016
.285
.023
.959
.637
.874
.056

Table 5.8: Significance Levels for Comparisons on Individual Brand Relationship
Attributes and Relative Attribute Changes in Session 1 between BRO and BR1 (italic and bold denotes significance levels of p<0.05 or

p<O.Ol)
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Session 2
BR2a versus BR2b
(ANOVA Tests p value)
Attribute
Loyalty
Club

Rewards
Programme
Customer in control
Non-patronising
Treats as individual
Best interests
Treats fairly
Treats with respect
Cares about needs
Eualpartrier•
ner
Treats like friend
Responsible
Understands needs
Straightforward banking
Services meet needs
Supportive
Satisfies needs
High quality service
Advocacy
In touch
Values customers
Commitment
Familiarity
Adaptability
Partnership
Value for money
Overall mean score

-

_
.521
.109
.048
.203
.514
1
.161
.669
.002
.199
.325
.521
.282
.521
.182
.572
.003
.244
.572
.619
.014
.895
.540
.037
.020

--

.201
.394
.118
.047
.812
.619
1
.646
.088
.003
.676
.292
.804
.915
.851
.701
.101
.451
.165
.669
.245
.292
.447
.178
.019

Relative
Scores Rewards
Programme
Versus
Loyalty Club
(ANOVA Tests
p_value)
.771
.865
.820
.430
.491
.670
.332
.530
.343
.236
.374
.245
.444
.696
.399
.524
.273
.899
.148
.526
.406
.528
.977
.627
.854

Table 5.9: Significance Levels for Comparisons on Individual Brand Relationship
Attributes and Relative Attribute Changes in Session 2 between BR2a and BR2b (italic and bold denotes significance levels of p<0.05 or
p<o.o1)

IM

-

Session 3
BR3a versus BR3b
(ANOVA Tests p value)
Attribute
Rewards
Programme
Customer in control
Non-patronising
Treats as individual
Best interests
Treats fairly
Treats with respect
Cares about needs
Equal partner
Treats like friend
Responsible
Understands needs
Straightforward banking
Services meet needs
Supportive
Satisfies needs
High quality service
Advocacy
In touch
Values customers
Commitment
Familiarity
Adaptability
Partnership
Value for money
Overall mean score

.044
.211
.319
.778
1
.768
.163
.107
.184
.007
.039
.165
1
.712
.865
.017
1
.572
.374
.407
.110
.361
.889
.107
.082

Loyalty
Club
.257
.763
.160
.535
118
.083
1
.212
.010
.199
.044
.325
.094
.027
.160
.056
.624
.441
.402
.060
.086
.027
.199
.222
.016

Relative
Scores
Rewards
Programme
Versus
Loyalty Club
(ANOVA Tests
p_value)

-

.558
.408
.885
.849
.243
.154
.392
.951
.326
.294
.969
.601
.192
.118
.407
.736
.684
.771
.892
.370
.536
.041
.475
.858
.457

Table 5.10: Significance Levels for Comparisons on Individual Brand
Relationship Attributes and Relative Attribute Changes in Session 3 between BR3a and BR3b (italic and bold denotes significance levels of p<0.05 or
p<O.Ol)
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Session 4
BR4a versus BR4b
(ANOVA Tests p value)
Attribute
Loyalty
Club

Rewards
Programme
Customer in control
Non-patronising
Treats as individual
Best interests
Treats fairly
Treats with respect
Cares about needs
Equal partner
Treats like friend
Responsible
Understands needs
Straightforward banking
Services meet needs
Supportive
Satisfies needs
High quality service
Advocacy
In touch
Values customers
Commitment
Familiarity
Adaptability
Partnership
Value for money
Overall mean score

.263
.129
.555
.023
.827
.030
.681
.014
.014
.361
.039
.374
.361
.536
.027
.201
.018
.025
.211
.904
.044
.876
.500
.062
.005

-

.441
.282
.021
.035
.292
.201
.026
.807
.039
.096
.601
.096
.143
.051
.256
.001
.006
.374
.006
.000
.586
.619
.296
1
.433

Relative
Scores Rewards
Programme
Versus
Loyalty Club
(AN OVA Tests
p value)
.664
.416
.634
.315
.769
.264
.480
.206
.433
.974
.097
.505
.945
.986
.411
.517
.599
.067
.918
.064
.098
.653
.704
.214
.633

Table 5.11: Significance Levels for Comparisons on Individual Brand
Relationship Attributes and Relative Attribute Changes in Session 4 between BR4a and BR4b (italic and bold denotes significance levels of p<0.05 or
p<O.Ol)

Trend Analyses

The continual effects of the schemes between experiment sessions were also analysed
comparing the overall brand relationship means at the start of each session (Figure
5.29). Pair-wise analysis (ANOVA) reveals no significant differences between them.
However, an examination of the absolute scores reveals that the Loyalty Club has
consistently produced an upward trend in overall brand relationship mean score when
compared to its baseline at the start of the experiment, whilst the Rewards Programme
had a higher baseline overall brand relationship over the 4 sessions, its performance
between sessions was less consistent, dropping from its baseline to 5.02 in BR2a
before picking up to 5.07 in BR3a.

6*4

4.9
BRO

BR2a

—.—Rewards Programme (Mean5.07)

BR3a

BR4a

—.--Loyalty Club (Mean5.01)

Figure 5.29: Comparison of Overall Brand Relationship between Initial Baseline
(BRO) and Continual Effects of Schemes in-between sessions

I eM

The contrast in the trends for the first session for both schemes could indicate that the
Loyalty Club, designed with the salient attributes of communal relationships, evoked
a stronger and more lasting impression on perceptions of relationship, whereas the
salient exchange relationship attributes of the Rewards Programme were perceived as
just other incentive scheme, thus causing less of an impression on perceptions of
brand relationship.

5.7

Effects of Relationship Norm Violation

It was hypothesised in this experiment that participants experiencing the exchangeoriented Rewards Programme and who receive nothing in return for their contribution
to the Newsletter in Session 3 would experience a violation of relationship norm, and
hence deliver a lower evaluation of overall brand relationship. Similarly, participants
experiencing the communal-oriented Loyalty Club and who receive the £5 gift cheque
and clock would also experience a violation of relationship norm, hence deliver a
lower evaluation of overall brand relationship.

Looking at the absolute mean attribute scores for BR3b and BR3c for both schemes
within the two gift conditions revealed that in the no-gift condition, though no
statistical significant difference was found, the overall mean scores of brand
relationship decreased for Loyalty Club (from 5.19 to 5.15) while it increased for the
Rewards Programme (from 5.32 to 5.34). Perhaps not surprisingly, in the gift
condition, the overall brand relationship mean scores for both schemes experienced a
statistically significant increase (Rewards Programme increased from 5.07 to 5.34,
p<O.Ol; Loyalty Club increased from 5.33 to 5.49, p<0.05). The immediate
improvement to the overall brand relationship scores in the gift condition for both
schemes could be attributed to the 'feel-good' effect of the actual receipt of the £5
cheque and gift clock in the third session.
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However, disregarding the influence of the immediate effects of rewards, and instead,
considering the continual effects of the schemes, the development trajectories for the
intervals between start of Session I and start of Session 2 (Intervals 1); start of
Session 2 and start of Session3 (Interval 2) and start of Session 3 and Start of Session
4 (Interval 3), Table 5.12, were examined to provide insights into the differential
impact over time of the gift-giving condition with the two incentive schemes, as well
as to test Hypotheses H1 and H2 .

Brand Relationship Questionnaires

Initial

BRO

Schemerelated I
BRI

J

Initial

Schemerelated

BR2aBR2b

Session 4

Session 3

Session 2

Session I

Initial

Schemerelated

PostNewsletter
Condition

Initial

Schemerelated

BR3a

BR3b

BR3c

BR4a

BR4b

Interval I

Interval 2
Interval 3

Table 5.12: Timeline of Brand Relationship Questionnaire for Intervals 1, 2 and 3

ANOVAs on the set of 2 (incentive scheme) x 2 (gift condition) x 3 (interval) data
were conducted and a significant three-way interaction (p<O.OS) was observed.
Participants experiencing the Rewards Programme with the gift condition and who
had received the £5 cheque and gift clock saw an increase in overall brand
relationship scores in Interval 3 (+0.15). Conversely, participants in the Rewards
Programme in the no-gift condition and who did not receive the £5 cheque and gift
clock saw a decrease in their overall brand relationship scores (-0.05). Furthermore,
participants experiencing the Loyalty Club in the gift condition reported a decrease in
their overall brand relationship scores (-0.13) in Interval 3. However, the group of
participants in the Loyalty Club who did not receive the £5 cheque and gift clock in
the Loyalty Club experienced an improvement (+0.12) in their perceived relationship
with the brand, Figure 5.30.
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Loyalty Club

Rewards Programme

0.

0.

0

0.

-0.

1

-0.1 I
Interval I

Interval 2

Interval 3

-0.1
Interval I

Interval 2

Interval 3

Figure 5.30: Relative Overall Brand Relationship over Intervals 1, 2 and 3 across
Gift and No Gift conditions

The resultant trajectory of the overall brand relationship score for the Rewards
Programme in the gift condition denotes an adherence of the relationship norm that is
typical of exchange relationships in the act of repaying for a favour rendered,
simulated in this experiment through the giving of the £5 cheque and gift clock from
the Bank in return for the customers' contribution of comments to the Newsletter.
Considered alternately, the observed decrease in the overall brand relationship score
for participants who did not receive this repayment reflects the consequences of a
violation of the norms. Hence, Hypothesis H1 is supported.

Participants in the Loyalty Club who had received nothing for their contribution of
comments to the Newsletter demonstrated an adherence to the norms of a typical
communal relationship. Hence, even in the no-gift condition, their perceived
relationship with the Bank increased over time for Interval 3. In accordance to
relationship theory, if a payment was being made in return for a favour, the recipient
partner would sense that the relationship is being undermined and a violation of
relationship norms is perceived, hence a lower overall brand relationship score for
participants who had received the £5 cheque and gift clock. As such, Hypothesis H2 is
supported.
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To explore the viability of Hypotheses H3 and H4, the differential impact over time of
the gift-giving condition with the two brand relationship dimensions within the
incentive schemes was assessed. ANOVAs carried out on the set of 2 (incentive
scheme) x 2 (condition) x 2 (brand relationship dimension) x 3 (interval) data yielded
a significant four-way interaction (p<O.OS). In Interval 3, participants in the Rewards
Programme who had received the £5 cheque and gift clock experienced an increase
(+0.198) in the exchange dimension (Exchange Scale) of brand relationship, while
those who had not received anything experienced a decrease (-0.042). Hence,
Hypothesis H3 is supported. Support for Hypothesis H4 was also validated by
comparing dimensional changes for the Loyalty Club when the gift versus no gift
condition was implemented. Contrasts showed that the Communal Scale improved in
Interval 3 (+0.029) for the participants who had received nothing, whilst the
Communal Scale decreased (-0.049) for participants who had received the £5 cheque
and gift clock, Figure 5.31.
Loyalty Club, Gift Condition

Rewards Proqramme, Gift Condition
0.15

0.1
0.05

Communa
Di.ension~

-0.1

Exchange

-- -

-0.25
Interval 1

Interval 2

Interval

S

Rewards Programme, No Gift Condition

Interval I

Interval 2

Di—ion
Interval 3

Loyalty Club, No Gift Condition

0.15

Interval I

Interval 2

Interval 3

Interval 1

Interval 2

Intervals

Figure 5.31: Relative Dimensional Brand Relationship over Intervals 1, 2 and 3
across Gift and No Gift conditions
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Relative scores for the Communal and Exchange Scales of brand relationship between
intervals for each scheme and condition are shown in Table 5.13.

Interval
Scheme

Condition

Mean

Dimension
3— (BR3a_BR4a)

Rewards Programme

Gift

Exchange -

Communal

No Gift

Exchange

Communal

Loyalty Club

Gift

Exchange

Communal

No Gift

Exchange

Communal

I
2
3
1
2
3
1
2
3
1
2
3
1
2
3
1
2
3
1
2
3
1
2
3

- -

+0,135
-0.156
+0.198
-0.094
+0.073
+0.104
-0.063
+0.125
-0.052
-0.087
+0.063
-0.042
+0.127
+0.127
-0.206
+0.105
+0.039
-0.049
+0.137
-0.147
+0.216
+0.098
+0.10
+0.029

Table 5.13: Incentive Scheme Comparisons on Dimensional Brand Relationship
Mean Scores showing the Continual Effects over
Intervals 1, 2 and 3
(italic and bold denotes results for validation of Hypotheses 3 & 4)
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5.8 Qualitative Comments - Rewards Programme
At the end of Session I after the participants had experienced their assigned incentive
scheme, the opportunity was taken to investigate each participant's attitude to a range
of issues raised by their use of that scheme. Screen shots showing the logo of the
scheme along with the Rewards Points table and the rewards that could be redeemed
with the points are shown as a reminder. Participants were asked about what they
liked and disliked about this scheme and suggestions for improvements.

Many respondents responded that they like the Rewards Programme because they felt
that the Bank is giving them "something extra" for being a customer and thus, made
them felt "more valued". The novel idea of rewarding customers using a points with
associated benefits was seen by some as a unique and novel idea that no other banks
have in place. Amongst them, four participants expressed that a scheme like this
would cause them to make more use of direct channels like Internet banking and
ATMs for their banking activities so that they could earn more points and benefits.
"It makes you more than just a customer, makes you feel more valued."

"It gives people the incentive to do a lot more on Internet banking, customers
will pay a lot of their bills online. Anything that offering something extra like
this is always a good sign."

Of the thirty-two participants assigned to the Rewards Programme, nine commented
that they found nothing to dislike about the scheme. Most of the comments gathered
here were that it was not easy to earn and accumulate the points as the scheme was
such that only 2 reward points were awarded for a limited range of applicable banking
transactions. A few participants commented that this would ultimately "take away the
face-to-face contact" with staff at the branch as more would be encouraged to carry
out their banking tasks using Internet banking and ATMs with the idea of such a
scheme.
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Asked to comment about their impression of the Bank through the Rewards
Programme, a majority of participants commented that they felt that the scheme is a
gesture to show appreciation for the customers' patronage and that it is trying to make
them feel "more valued" and thus would choose to bank with Lloyds TSB over other
banks. Some also mentioned that the Bank is moving with the times and keeping up
with competitors like supermarkets that offer financial services.
"It attracts new customers and keeps customers who have been loyal. It's nice
to be rewarded for using the Internet banking and the ATM"

"It's a modern idea, all shopping activities now are associated with rewarding
customers with a points system and it seems to work for the majority people."

Five participants specifically mentioned that the scheme gives them the impression
that the Bank is encouraging its customers to use more of Internet banking and ATMs
for their banking activities. However, a few participants also voiced the perceptions
that the Bank is really just trying to make more business out of their customers and
that the Rewards Programme is nothing but just a means of doing that.

Asked to comment about the benefits of the Rewards Programme to the customer, the
most commonly response was that the customers can "get something for nothing",
since they are getting the vouchers for something that they are already doing, i.e.
banking with Lloyds TSB. In general, the majority of participants saw the Rewards
Programme as something that the Bank uses to thank them for being its customers,
and that they appreciate the scheme's benefits as something that no other banks have
provided before.
"The customer is being rewarded/or their loyalty, it's costing you nothing to
get benefits, which is great."
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Four participants associated the introduction of the Rewards Programme as a way of
making customers aware of the convenience of using direct channels to carry out their
banking activities. They recognised that the Rewards Programme enhances the
potential aspects of convenience presented through using automated channels, thus
encouraging and allowing customers to bank in self-controlled and more convenient
ways. One participant stated that the Rewards Programme puts Lloyds TSB in a good
light and thus made them happy to talk about it with friends.
There were some participants who did not perceive much benefits from the Rewards
Programme, citing that benefits are minimal as one would need a long time to earn
enough reward points for them to be worth of vouchers.

Asked to comment on the benefits of the Reward Programme to the Bank, most
participants expressed that if customers can derive value from it, the Rewards
Programme would inevitably help to build customer loyalty such that they will use
the Bank for more products and services as well as more Internet banking and ATM
usage. Publicity would also be generated for the Bank through recommendations that
would result in an increased number of customers for the Bank. Some participants
also noted that as more customers are encouraged to use automated banking channels
to perform their banking activities, the Bank would get to enjoy cost-savings in terms
of lower operating costs associated with branch premises.
"It would encourage more customer loyally, customers would probably take up
more services with them in order to use the scheme."

"It would motivate customers to use the ways the Bank prefers, which means a
lesser need on branches, helping the Bank to save on costs."
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5.9 Qualitative Comments - Loyalty Club
This interview was conducted at the end of Session 1 after participants had
experienced the Loyalty Club. Screen shots showing the logo of the scheme with the
Loyalty Points table and the benefits that could be redeemed with the points are
shown as a reminder. Participants were asked what they liked and disliked about this
scheme and suggestions for improvements.

Participants felt that it was easy to use the Loyalty Club and enjoy the benefits that
come along with it as it did not require them to do anything more than just the usual
banking activities that they are already performing. Comments were also made about
how they appreciate that the Bank is giving something back to the customer for
banking with it and that being part of the Loyalty Club made them felt positively
appreciated and valued by the Bank. More than half (nineteen participants) of the
thirty-four participants assigned the Loyalty Club said that they have nothing to
dislike about the scheme at the point of time that this interview was conducted. The
main response when asked about their dislikes were about the potential unfair element
that the Loyalty Club seemed to present in the Bank's treatment of its customers.
Participants felt that ultimately, the Loyalty Club would benefit only those who can
use Internet banking and who can afford to take up more products and services from
the Bank. One participant also said that they would not be very attracted to the
Loyalty Club as it is just one of the many similar schemes available in the market,
indicating a sense of de-sensitisation to incentive schemes in general. An interesting
comment made by a participant was he felt that the convenience of Internet banking
should be the main attraction point for people to use the Loyalty Club, and not the
other way round.
"The principle

of Loyalty Club should be that you don't necessarily need a

Loyalty Club to encourage the use of self-service banking - the service itself
(online banking) should encourage you to go that way/to be loyal to use more of
the Bank's services."
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Asked about their impression of the Bank through the Loyalty Club, many
participants acknowledged that the Loyalty Club is a good idea and recognised that
the Bank is potentially giving them more value through the scheme. They hence
appreciate this gesture and commented that it would encourage their loyalty to the
Bank. Some participants also recognised that through a vehicle like the Loyalty Club,
the Bank is keeping up with the times to provide its customers with better services to
suit their need and lifestyles. Participants also provided opinions from a more
business point of view, commenting that the Loyalty Club would bring the Bank up to
challenge with competition in the financial services sector.
"It's trying to bring itself into line with supermarkets because supermarkets are
competing with them/or businesses as well.

One participant felt that the Bank was trying to make banking easier for its customers
through the Loyalty Club by showing how customers can use direct channels like
Internet banking and ATMs and earn points and benefits at the same time. Two
participants specifically said that they recognised that the Loyalty Club is a means of
enticing customers to use more direct channels rather than branches to conduct their
banking activities and that in doing so, the Bank would be able to make some costsavings. One participant even expressed that he appreciates the Loyalty Club,
knowing that the Bank is giving him something from the savings that it had made
from less people going to branches. Another participant also mentioned that it is a
"good way of recognition" for her for doing more with the Bank.
"The Bank wants more of its customers to use Internet banking and the ATMs
so that it can save money because that means less staff would be needed in
branches. It's nice to know that you can get something back from the Bank for
doing so."

179

Asked about the benefits of the Loyalty Club to the customer, many participants
expressed that through the Loyalty Club, they are being made to feel more valued by
the Bank, hence enhancing their loyalty and relationship with the Bank. One
participant said that the Loyalty Club made them "feel more secure and connected
with the Bank" as they might now be encouraged to consider taking up other products
and services that are offered by the Bank. Another commented that the Loyalty Club
kept them in touch with the Bank. One participant expressed that they felt that the
Bank is doing better in the aspect of "getting to know him better" with the Loyalty
Club.
"The Loyalty Club would probably male me feel more secure and connected
and part of the Bank."
Participants acknowledge that the range of benefits offered by the Loyalty Club were
good. However, some commented that value from the benefits could only be derived
if the benefits were applicable to them and only when they are being used. This, they
felt translate to minimal actual value that customers can enjoy.
Asked to comment on the benefits of the Loyalty Club to the Bank, many participants
commented that customers would find the Loyalty Club beneficial to use and thus
would be encouraged to stay with the Bank and use it more for the other products and
services the Bank provides. Because the idea of the Loyalty Club is unique,
participants expressed that it would undoubtedly generate public interest, hence
would attract more new customers to join the Bank. One participant felt that giving
points for recommending a friend to join the Bank was a great idea and that it would
make her more likely to talk about the Bank with friends. It was also recognised by
participants who commented that introducing the Loyalty Club would attract more
customers to use more automated channels for their banking, ultimately leading to
less costs incurred for the Bank in branch premises. This, they felt, would result in a
reduced level of face-to-face contact. One participant also commented that the tie-ups
with the merchants and retailers in providing the package of benefits would benefit
the Bank in terms of advertising revenue.
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5.10 Discussions and Conclusions
The longitudinal experiment carried over a total of 4 sessions with 66 Lloyds TSB
customers was conducted using a between-subjects design to assess the potential
impact of different customer incentive schemes in supporting activity migration to
self-service channels, and to measure the impact on relationships with the Bank's
brand as perceived by customers using two different incentive schemes. The Rewards
Programme used a relationship model based on exchange, balance and logical
attributes and offered redeemable vouchers (in the style of a supermarket rewards
programme). The Loyalty Club used a relationship model based on communal,
altruistic and emotional attributes and offered Bronze / Silver I Gold tiered
membership with enhanced service options (in the style of an airline frequent flier
programme).

The Loyalty Club was successful in producing an increase in brand relationship
scores from 4.93 to 5.17 over the 4 sessions - an improvement which was statistically
highly significant (p=0.007). In contrast, although the Rewards Programme produce
an increase in brand relationship scores from 5.07 to 5.18, the change was not
statistically significant (pO.184).

Comparisons of brand relationship scores over time reveal a steady upward growth
from 4.93 to 5.05 over the 4 sessions for the Loyalty Club, while the Rewards
Programme indicated a weaker continual effect on brand relationship in-between
sessions, causing a drop to its baseline score in session 2. Analysis of ANOVA tests
revealed a highly significant (p<O.Ol) effect of schemes on brand relationship after
experiencing the scheme in each experiment session. Pair-wise comparisons supports
the findings of the consistency in the immediate effects exerted by the Loyalty Club
on brand relationship, producing significant improvement from its initial baseline
(p<0 .05) in Sessions 1, 2 and 3, while the Rewards Programme produced a significant
increase (p<0.05) from its initial baseline in only Session 1.
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The continual effect of the incentive schemes was also assessed using the relative
scores between the baseline scores of each session. Measurements for the three
intervals between these baseline sessions were derived and it was observed that
customer perceptions of brand relationship for those experiencing the Rewards
Programme improved steadily over time, whilst the Loyalty Club saw improvements
to brand relationship at a decreasing rate over time. This could be attributed to the
more immediate consumable nature of the rewards vouchers, as participants saw their
points grow over the sessions and perceived an immediate form of benefit that they
would soon get to enjoy with the redemption of their reward points for vouchers. In
contrast, participants experiencing the Loyalty Club have perceived a less immediate
form of benefits in the discounts and preferential rates offered, as the actual
consumption of such benefits would only take place if the participants use them on
the services they found applicable to themselves given the range that is provided with
the scheme.
A specific treatment in Session 3 was designed to explore if an act of behavioural
norm violation in gift-giving by the Bank to the customer in return for a favour asked
would affect customer perceptions of their relationship with the Lloyds TSB brand.
The hypotheses were that for participants experiencing the Rewards Programme and
who had not received the gift, their perceptions of the Bank would decrease, evoking
a violation of norms to that of exchange relationships, while for participants
experiencing the Loyalty Club and who had received the gift, their perceptions of the
Bank would improve, emulating an adherence of norms to that of communal
relationships. ANOVA tests supported the hypotheses in the continual effects of the
gift-giving condition, revealing a significant three-way interaction (p<0.05) between
incentive schemes, gift-giving condition and intervals.
It was also hypothesised that the exchange and communal dimensions of brand
relationship would reflect a corresponding continual effect to that of overall brand
relationship scores. An ANOVA analysis carried out confirmed the validity of the
hypothesis, revealing a significant four-way interaction (p<0.05) between incentive
schemes, relationship dimension, gift-giving condition and intervals, indicating that
customers experiencing the Rewards Programme had perceived a decrease in the
exchange attributes of brand relationship if they had not received the gift in Session 3.
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Conversely, customers experiencing the Loyalty Club felt stronger communal
attributes of brand relationship if they had not received the gift in Session 3.
The results confirm that incentive schemes based on both communal and exchange
attributes in relationship theory are generally successful at producing statistically
significant improvements in perceptions of customer-brand relationship. Moreover, a
display of adherence or violation of the norms of exchange and communal
relationships would also exert a considerable amount of influence on the resultant
perceptions of brand relationship. These results extend the findings from previous
research in the role of relationship norms on customer-brand relationship (Aggarwal,
2004) and demonstrate the influence of incentive schemes on customer-brand
relationship.
The comments made by two participants could perhaps sum up the overall purpose of
introducing incentive schemes like the Rewards Programme and Loyalty Club to help
drive activity migration to direct banking channels like Internet banking and ATMs,
and ultimately, how customers interpret and appreciate such a move:
"The Bank's definitely working towards building up on its relationship with its
customers, rewarding loyalty, trying harder to show that it cares and that it's
not just about making profits. It wants to be more involved with its customers,
make them feel cared for. It wants to get in touch with its customers better, even
fyou're using Internet banking and not going to the branch as much."

"In the beginning, I did feel it more patronising, but now I felt it more
respected. It's seems every time I give them business, it's like a nice way that
they're saying "thank you ", and it makes me feel more appreciated.
This research confirms the potential role that incentive schemes could exert in
migrating banking activities to direct channels and provides insights into the effects
they could cause in building the relationship between the Bank's brand and its
customers. The integration of both exchange and communal dimensions of
relationship theory into the incentive schemes provides an understanding of the
methods that banks can use to boost their relationships with their customers.
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CHAPTER 6

Research Contributions and Suggestions for
Further Research
A review of what this thesis has offered, and discussion of the limitations and
implications for future research in similar areas.

6.1

Contributions of Thesis

The research presented here was undertaken to examine the impact on customers'
perceptions of their relationship with brands in the financial service sector based on
an application of relationship theories. In its contribution to knowledge, this work has
sought to provide a novel practical metric to assess brand relationship. Incorporating
the use of relationship theories as the basis of this research, the work has successfully
demonstrated how customers' perceptions of their relationship with the brand can be
quantified in terms of the communal and exchange aspects of relationship norms. The
research has considered the influence of technology in the distribution factor of the
marketing mix of the financial services industry, and the implications and challenges
facing retail banks.

Primarily, the development of the brand relationship questionnaire was based upon a
framework of relationship theories that addresses the economic and social attributes
of buyer-seller relationships. An experimental validation assessed the veracity of this
research framework in Chapter 3. Although results showed a general appropriateness
of relationship theories in its design, limitations were highlighted that warranted
further refinement of the research framework. Although the questionnaire based on all
24 relationship attributes was highly reliable with an alpha of 0.88, and the 12
attributes measuring the communal dimension in the customer-brand relationship
generated an alpha of 0.94, 12 attributes representing the exchange dimension in the
questionnaire generated an alpha of only 0.64. Factor analysis extracted one factor for
the twelve communal items, explaining 61.6% of the variance, indicating coherence
to the overall objective of the questionnaire in quantifying perceptions of the
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communal dimension of customer-brand relationship using these twelve items.
However, four factors were extracted for the twelve exchange items, with two
accounting for only 5.4%. This indicates that the statements designed to measure the
exchange dimension of customer-brand relationship in the questionnaire were not as
effective as those designed to measure the communal dimension.

The results from the first experimental validation lead to a detailed revision of the
initial framework that the original brand relationship questionnaire was built upon. In
this process, II of the original communal statements were retained, expanded and
rephrased to enhance their readability and practicality in the questionnaires, whilst the
original 12 exchange statements were reduced to one statement. Additionally, eleven
other attributes which are specific to the subject Bank's stated commitment to its
customers in terms of customer understanding, accessibility, responsibility and
expertise, were added on to the inventory of relationship attributes to be used in the
brand relationship questionnaire. The outcome of this revision process was an
inventory of 24 brand relationship statements that are systematically categorised as
either communal or exchange statements according to the four facets of relationships.
The Exchange Scale, which measures the exchange dimension of relationships,
comprises six attributes, whilst the communal dimension of relationships is based on
eighteen attributes in the Communal Scale.

The revised brand relationship questionnaire was used in a second experimental
validation as described in Chapter 3. Results showed that all six items of the
Exchange Scale had high reliability of Cronbach 's alpha of 0.79, and the eighteen
items measuring the Communal Scale of relationships also had a high reliability alpha
of 0.94. Factor analysis tests extracted one factor for the Exchange Scale, explaining a
total of 53.9% of the variance, while three factors were extracted for the Communal
Scale, accounting for 68.8% of total variance, of which one factor accounted for a
majority of 51.7% of variance. The results here indicate conclusively that the revised
brand relationship metric, compared to the original, performs better and more
consistently, in quantifying the exchange and communal aspects of the customerbrand relationship.
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The empirical studies detailed in Chapters 4 and 5 exploit the validated questionnaire
in confirming the potential role that incentive schemes could exert in migrating
banking activities to direct channels and provide insights into the effects they could
cause in building the relationship between the Bank's brand and its customers. The
integration of both exchange and communal dimensions of relationship theory into
the incentive schemes would go on to provide a better understanding into the
assessment of the methods in which banks can use to boost their relationships with
their customers.
The empirical study conducted in Chapter 4 addressed two pertinent avenues of
research. It acknowledged the potential functional and emotional role of incentive
schemes as a marketing tool during service interactions in encouraging use of selfservice banking channels, and it acknowledged the role of relationship norms on
customers' perceptions of their relationship with the brand. Two schemes - the
Rewards Programme, and the Loyalty Club, were designed using relationship models
based on exchange and communal relationship attributes respectively. Although the
repeated-measures data revealed significant order effects, both quantitative and
qualitative findings using a between-subjects, matched-groups basis analysis show
significant support that the brand relationship questionnaire designed in this thesis is
effective in quantifying differences in customer-brand relationship in terms of the
communal and exchange dimensions. As predicted from the experiment hypotheses,
results confirmed that the exchange-oriented Rewards Programme was rated higher in
the Exchange Scale, such that a highly significant (p=O.00I) boost was reported on
the Exchange Scale after participants experienced the Rewards Programme compared
to the initial. In contrast, the communal-oriented Loyalty Club caused no significant
strengthening (p0.813) on the Exchange Scale between its initial and postexperience ratings. These results confirmed that the Rewards Programme had exerted
a significant boost on the Exchange Scale which was not evidenced by the Loyalty
Club.
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Similarly, the communal-oriented Loyalty Club was rated higher in the Communal
Scale, such that relative to the initial, a highly significant (p=0.003) was reported on
the Communal Scale after participants experienced the Loyalty Club. In contrast,
participants experiencing the Rewards Programme did not report a significant
increase on the Communal Scale before and after experiencing the scheme (pO.I4l).
These results confirmed that the Loyalty Club had exerted a significant boost on the
Communal Scale which was not evidenced by the Rewards Programme. The findings
of this experiment confirms that the practical application of relationship norms within
incentive schemes has exerted a corresponding impact on the dimensions of brand
relationships.
Building upon the results and implications from Chapter 4, Chapter 5 details the
findings of an empirical study that assesses the longitudinal effects of relationship
norms and incentive schemes on the customer-brand relationship. The study also
explored, through an imposition of a Newsletter condition, how the action of
adherence to, and violation of relationship norms can have an impact on the
relationship dimensions of brand relationship. It also explored how the longitudinal
nature of the exposure can have a moderating effect on these effects. The point of
departure for this longitudinal study stemmed from the principle that customer
relationships are dynamic and evolve over time. The work examined the behavioural
processes and the resultant changes to customer-brand relationship over time, and
allowed an in-depth examination into the impact on the communal and exchange
dimensions.
Results showed that The Loyalty Club was successful in producing an increase in
brand relationship scores from 4.93 to 5.17 over 4 (near weekly) sessions - an
improvement which was statistically highly significant (p0.007). In contrast,
although the Rewards Programme produce an increase in brand relationship scores
from 5.07 to 5.18, the change was not statistically significant (pO.l84). Comparisons
of brand relationship scores over time reveal a steady upward growth from 4.93 to
5.05 over the 4 sessions for the Loyalty Club, while the Rewards Programme

indicated a weaker continual effect on brand relationship in-between sessions, causing
a drop to its baseline score in session 2.
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ANOVA results revealed a highly significant (p<O.Ol) effect of schemes on brand
relationship after experiencing the scheme in each experiment session. Pair-wise
comparisons supports the findings of the consistency in the immediate effects exerted
by the Loyalty Club on brand relationship, producing significant improvement from
its initial baseline (p<0.05) in Sessions 1, 2 and 3, while the Rewards Programme
produced a significant increase (p<0.05) from its initial baseline in only Session 1.
The continual effect of the incentive schemes was also assessed using the relative
scores between the baseline scores of each session. Measurements for the three
intervals between these baseline sessions were derived and it was observed that
customer perceptions of brand relationship for those experiencing the Rewards
Programme improved steadily over time, whilst the Loyalty Club saw improvements
to brand relationship at a decreasing rate over time. This could be attributed to the
more immediate consumable nature of the rewards vouchers, as participants saw their
points grow over the sessions and perceived an immediate form of benefit that they
would soon get to enjoy with the redemption of their reward points for vouchers. In
contrast, participants experiencing the Loyalty Club perceived a less immediate form
of benefits in the discounts and preferential rates offered, as the actual consumption of
such benefits would only take place if the participants use them on the services they
found applicable to themselves given the range that is provided with the scheme.
A specific treatment in Session 3 was designed to explore if an act of behavioural
norm violation in gift-giving by the Bank to the customer in return for a favour asked
would affect customer perceptions of their relationship with the Lloyds TSB brand.
ANOVA results supported the experiment hypotheses in the continual effects of the
gift-giving condition, revealing a significant three-way interaction (p<0.05) between
incentive schemes, gift-giving condition and intervals. ANOVA results also
confirmed the validity of the experiment hypotheses, revealing a significant four-way
interaction (p<0.05) between incentive schemes, relationship dimension, gift-giving
condition and intervals, indicating that customers experiencing the Rewards
Programme had perceived a decrease in the exchange attributes of brand relationship
if they had not received the gift in Session 3. Conversely, customers experiencing the
Loyalty Club felt stronger communal attributes of brand relationship if they had not
received the gift in Session 3.
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In summary, the results of the study in Chapter

5

confirm that incentive schemes

based on both communal and exchange attributes in relationship theory are generally
successful at producing statistically significant improvements in perceptions of
customer-brand relationship. Moreover, a display of adherence or violation of the
norms of exchange and communal relationships would also exert a considerable
amount of influence on the resultant perceptions of brand relationship.

6.2 Conclusions and Implications for Ongoing Research
The difficulty of constructing a definite dimension in the context of close brand
relationships can be attributed to the fact that relationships defined in terms of its
'closeness', 'intimacy', 'strength' or any other descriptive implicating the quality of a
relationship, are not definitive consequences relative to a set of factors. Whether or
not closeness or strength of relationship is achieved due to the qualities of the partners
or interactions involved, or whether closeness or strength is actually a process or a
state remains the paradox in the study of relationships.
What this research has achieved is to illuminate the potential and possibility that
brand relationships are more than one-dimensional and that the interaction between
the dimensions and marketing tools can affect the perceived relationship between
customers and the brand. The fact that the communal dimension of the customerbrand relationship in the Loyalty Club was rated higher than in the Rewards
Programme may suggest that close relationships (which are stated in the conceptual
background of this research to be perceived as strong in the communal dimension)
between businesses and customers can be achieved if customers perceive a strong
communal-orientation therein, as the results presented in Chapters 4 and

5

have

demonstrated.
What this research did not achieve was to address the possible impact of the elements
of relationship closeness which are distinguished by four main properties - strength,
diversity, frequency and duration. There are several factors that may contribute to
different outcomes of brand relationships and ongoing research would focus on the
exploration of the impact of these factors:

Strength: Defined as "the extent of influence relationship partners have with one
another in their everyday behaviours, decisions, plans and goals through community
building", the strength of a relationship is seen as one of the four main factors that
characterise close relationships in this research. Community in this case is defined as
comprising of its participants and the relationships among them (McAlexander et al.,
2002). A form of association within a consumption context between customers and
with their service providers can thus be established, as can be justified by the
presence of the many forums and virtual chat-rooms where customers come together
to share their consumption experiences.

Diversity: A level of interdependence between partners would ensue as networks are
established in the community of customers. The impact that individuals exert on each
other would gradually come to encompass diverse kinds of activities for each person,
like how members of online forums influence one another with product reviews, or
share a common passion of a product or brand. With diversity as one of the property
of relationship closeness, the diverse aspects of influence amongst members in a
brand community would inevitably exert a certain amount of impact on the customerbrand dyad.

Frequency: Frequent interactions in a community could lead to the development of
consumption-focused interpersonal bonds. Assuming that this is true, the embedded
relationship properties would create exit barriers as customers realised that valued
interpersonal relationships would be lost if they were to switch to alternative
providers (Wathne et al., 2001), an argument that could be made in the same way as
in a situation of losing the embedded values of a marriage if a divorce ensues. As
such, it would thus be interesting to explore how the concept of community building
within customers can impact relationship closeness in terms of strength, diversity and
frequency, particularly in the aspects of the communal dimension of customer-brand
relationships.
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Duration: The properties that characterise the interconnected activity exist for a
relatively long duration of time. Extending from the concept of community building
and online communities, a longitudinal study could be conducted to record the
outward behaviours of customers as well as their inner thoughts and physiological
response. Analysing the interconnections between customers' activities with the brand
and with one another in the customer community would enable the assessments of the
interaction properties between the four factors of strength, diversity, frequency and
duration. Borrowing guidance from the results here would enhance the understanding
of close relationships in a business context and consequently, contribute to the
research in the association between communal and exchange dimensions and
customer-brand relationships.
The findings of a significant interaction effect between relationship dimensions and
incentive schemes in this research have substantiated the conceptual application of
using relationship theories in the study of close relationships in a business context.
More significantly, the research has contributed towards a valid practical metric for
the study of brand relationship. By using a dual-dimensional approach as a valid basis
in assessing brand relationships, this work has further revealed that an integration of
both exchange and communal attributes of relationship theory can enhance the design
of marketing tools like incentive schemes, so as to offer a better understanding in the
methods that can be used to boost customer-brand relationships.

In summary, the results presented here are offered in support of the thesis that the
relationship between a customer and a brand can be described in two dimensions as
communal and exchange, and that these dimensions can be measured by means of a
practical metric. Through examining the influence of relationship norms in the design
of incentive schemes, the research is presented as a contribution to knowledge in the
study of customer-brand relationships in the financial services sector as it establishes
the relevance of the concepts of communal and exchange relationship norms in the
study of close relationships in a business context.
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Appendix A
Brand Relationship Questionnaire (Initial Version)
This service gave me the impression that.....
Lloyds TSB values its relationships with me because it cares about my
banking needs
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

Lloyds TSB is interested in treating me as a partner in a long-term
relationship
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

neutral

slightly
disagree

disagree

strongly
disagree

Lloyds TSB treats me like a friend
strongly
agree

agree

slightly
agree

Lloyds TSB responds to my banking needs because it feels it is my financial
partner
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

Lloyds TSB offers me a wide range of products because it values me as a
customer
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

Lloyds TSB has helped me deal with my finances at various stages of my life
because it sees me as their long-term customer
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree
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Lloyds TSB helps me satisfy my financial needs
slightly

strongly

F

neutral

agree
7

slightly
disagree

disagree

strongly
disagree

n

Lloyds TSB values its relationships with me because it expects my loyalty in
return
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

Lloyds TSB is interested in holding on to me as their customer
strongly
a ree

agree

="
slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

disagree

strongly
disagree

F-I

Lloyds TSB treats me just like any other customer
strongly

F

agree

sl i ghtly
agree

neutral

slightly
disagree

7

Lloyds TSB responds to my banking needs just like any other banks would
slightly

strongly
Fagree

agree

Fagree

neutral

slightly
disagree

F7

disagree

strongly
disagree

Lloyds TSB offers me a wide range of products because it is the standard
practice
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

F-I F-I F-~
Lloyds TSB has helped me deal with my finances at various stages of my life
because it makes good business sense for them
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

F-I F-I F-I
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Lloyds TSB just happens to be the bank that I choose to bank with
strongly
agree

slightly
agree

agree

neutral

F7 1 1 "

slightly
disagree

disagree

strongly
disagree

F-I

Lloyds TSB is the kind of company that I would recommend to my friends
because it has served me well
strongly
agree

F]

slightly
agree

slightly
disagree

""" F]
agree

neutral

disagree

F-I

strongly
disagree

F7

Lloyds TSB is my bank because I like it better than the other banks
strongly
agree

slightly
agree

agree

neutral

slightly
di sa ree

disagree

strongly
disagree

Lloyds TSB tries to understand my banking needs better each time I use
them so that it can offer me relevant products and services
slightly
gree

strongly

F7
_

n

1:

_

strongly

slightly
neutral

r]

dM

M

M

Lloyds TSB has been improving as a bank over the years so that it can serve
its customers better
strongly
agree

slightly
agree

agree

neutral

slightly
disagree

disagree

strongly
disagree

F-I

F-I

F-I

Lloyds TSB has become a partner in the financial aspects of my life
strongly
agree

slightly
agree

agree

neutral

slightly
disagree

disagree

strongly
disagree

Lloyds TSB is the kind of company I would recommend to my friends
because the bank may reward me for doing so
strongly
agree

slightly
agree

ee

F7

neutral

slightly
disagree

disagree

strongly
disagre

~ ~

Lloyds TSB is my bank at the moment but! may change banks in the future
strongly
agree

slightly
agree

agree
F

I

neutral

slightly
disagree

disagree

strongly
disagree
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Lloyds TSB tries to understand my banking needs better each time I use
them so that it can offer me more products and services
strongly
agree

agree

_

_

slightly
agree

neutral

" "
_

slightly
disagree

fl

disagree

F-I

strongly
disagree

Lloyds TSB has been improving as a bank over the years so that it can keep
up with the competition
strongly
agree

slightly
agree

agree

neutral

slightly
disagree

disagree

strongly
disagree

F-I
Lloyds TSB is my bank because it is troublesome for me to change banks
strongly
agree

F7
agree

slightly
agree

neutral

slightly
disagree

F]

disagree

strongly
disagree

1-1
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Appendix B
Relationship Norms Manipulation Check Questionnaire

Agreement with which will indicate desire for a Communal Relationship
If subject enjoys responding to the other's needs
If subject likes doing things just to please the other
If subject wants to do things to please the other
If subject likes the other to respond to subject's own needs

Disagreement with which would indicate desire for a Communal Relationship
If the other is the sort of person to whom the subject would definitely not
tell their troubles
If subject wouldn't be any more sensitive to the other's than to just
anyone's needs
If it would be best for the subject not to get involved taking care of the
other's needs
Agreement with which would indicate desire for an Exchange Relationship
If the subject received something valuable from the other, whether he or
she would immediately return something comparable
If the other helped the subject, whether the subject would feel the other
had to be paid back immediately
Whether in a relationship with the other, it would be best to keep things
as "eve" as possible
If the subject gave something of value to the other, whether the subject
would expect the other to return it soon afterwards

Disagreement with which would indicate desire for an Exchange Relationship
If the subject wouldn't bother to keep track of benefits given to the other
Whether the subject would resent it if the other did the subject a favour
and then asked for a repayment
If the other offered the subject a repayment for something the subject
had done, whether the subject would refuse
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Appendix C
Brand Relationship Questionnaire (Revised Version)
This service gave me the impression that.....
Lloyds TSB is out of touch with its customers
strongly
agree

agree

slightly
agree

disagree

strongly
disagree

disagree

strongly
disagree

slightly
disagree

disagree

strongly
disagree

neutral

slightly
disagree

disagree

strongly
disagree

neutral

slightly
disagree

disagree

strongly
disagree

disagree

strongly
disagree

slightly
disagree

disagree

strongly
disagree

slightly
disagree

disagree

strongly
disagree

neutral

slightly
disagree

Lloyds TSB puts me in control of my finances
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

Lloyds TSB is patronising towards its customers
strongly
agree

agree

slightly
agree

neutral

Lloyds TSB treats me as an individual
strongly
agree

agree

slightly
agree

Lloyds TSB values its customers
strongly
agree

agree

slightly
agree

Lloyds TSB doesn't understand my banking needs
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

Lloyds TSB doesn't always act in my best interests
strongly
agree

agree

slightly
agree

neutral

Lloyds TSB offers straightforward banking
strongly
agree

agree

slightly
agree

neutral
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Lloyds TSB treats its customers unfairly
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

17

Lloyds TSB offers a high quality service
strongly

F7

agree

slightly
agree

neutral

r

slightly
disagree

______

M

strongly
disagree

______

Lloyds TSB treats its customers with respect
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

[ 1 " " F-I

disagree

strongly
disagree

disagree

strongly
disagree

Lloyds TSB cares about me and my banking needs
strongly
agree

agree

slightly
agree

neutral

slightly
d i sa ree

Lloyds TSB sees me as an equal partner in our banking relationship
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

neutral

slightly
disagree

disagree

strongly
disagree

Lloyds TSB treats me like a friend
strongly
agree

agree

slightly
agree

71 F-I

Lloyds TSB sees itself as being responsible for my general financial wellbeing
strongly
agree

agree

1

slightly
agree

F

neutral

slightly
disagree

disagree

strongly
disagree

Lloyds TSB offers me the banking services that best meet my needs.
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

F-I F-I F-I
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Lloyds TSB is supportive of my financial needs
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

F1 F1 F-I
Lloyds TSB helps me satisfy my financial needs
strongly
agree

agree

slightly
agree

F

F

"
neutral

slightly
disagree

disagree

strongly
disagree

17 F-I

Lloyds TSB is a company I would recommend to my friends
strongly
agree

agree

slightly
agree

neutral

disagree

strongly
disagree

slightly
disagree

disagree

strongly
disagree

slightly
disagree

disagree

strongly
disagree

slightly
disagree

Lloyds TSB is committed to its relationship with me
strongly
agree

F

"
agree

slightly
agree

F-I

" F-I
neutral

Lloyds TSB is getting to know me better
strongly
agree

agree

slightly
agree

neutral

F

I F-I

Lloyds TSB adapts to suit its customers' interests
strongly
agree

F1

"""
agree

slightly
agree

neutral

[7

slightly
disagreedisagree

strongly
disagree

7 F-I

Lloyds TSB is a partner in the financial aspects of my life
strongly
agree

agree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

F-I F-I F1
Lloyds TSB is giving me good value for money
strongly
agreeagree

slightly
agree

neutral

slightly
disagree

disagree

strongly
disagree

1 F7 " F-I F-I F-1
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Appendix D
Personae Sheets
(Incentive Schemes Experiment described in Chapter 4)

Imagine you are J Smith.
You have a Lloyds TSB current account and your login details for
Internet banking are as follows:

:419229563
User ID
: horace84
Password
Memorable info: lOOtomatoes

Imagine you are N Jones.
You have a Lloyds TSB current account and your login details for
Internet banking are as follows:

591132954
User ID
fuzzyl2l
Password
Memorable info 23slicedham
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Appendix E
Task Sheets
(Incentive Schemes Experiment described in Chapter 4)

Internet banking Tasks
Tasks heet I

You wish to enrol into the Lloyds TSB Rewards Programme.
Login to Internet banking and enrol into the Lloyds TSB Rewards
Programme.

Tasks heet 2

I) You wish to pay a recent bill. Make a payment of £50.00 to be paid as
soon as possible to Scottish Power.

2) You wish to upgrade your account to an Added Value Account
"Select" account.

Tasks heet 3
I) You wish to pay a recent bill. Make a payment of £30.00 to be paid as
soon as possible to Vodafone.

2) You wish to view your Rewards Programme statement.
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Appendix E (continued)
Task Sheets
(Incentive Schemes Experiment described in Chapter 4)

ATM banking tasks
Please wait until I've ,ead the task out to you in full befo,e
inserting your card, if you are struggling or you've forgotten any
part of the task let me know."
TASK 1:

Make a bill payment of £55 00 to BT.
Your PIN is 7524.

TASK 2:

Order a new cheque book.
Your PIN is 7524.
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Appendix F
Rewards Programme Interview

ID:
Order:

(Incentive Schemes Experiment described in Chapter 4)

(Show Points Table)
What did you LIKE about the Rewards Programme?

What did you DISLIKE about the Rewards Programme?

What do you think the Bank is trying to say about itself through the
Rewards Programme?

Do you have any suggestions for improvement?

In the Rewards Programme incentive scheme, you get to redeem your
accumulated points for vouchers you can spend with a range of rewards
partners. (Show Points Table) What do you think of such a reward
structure?
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How else would you want to spend the vouchers?

What do you think are the benefits of the Rewards Programme to the:
a. Customer?

b.

Bank?
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Appendix F (continued)
Loyalty Club Interview

ID:
Order:

(Incentive Schemes Experiment described in Chapter 4)
(Show Points Table)
What did you LIKE about the Loyalty Club?

What did you DISLIKE about the Loyalty Club?

What do you think Lloyds TSB is trying to say about itself through the
Loyalty Club?

Do you have any suggestions for improvement?

In the Loyalty Club incentive scheme, as you accumulate points you
benefit by having exclusive banking services from Lloyds TSB according
to these levels of membership. (Show membership levels) What services
would you expect to get from the Bank if you were in the:
a.

Bronze Club?

b.

Silver Club?
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C.

Gold Club?

How else would you like to redeem your points in the Loyalty Club?

What do you think are the benefits of the Loyalty Club to the:
Customer?

Bank?
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ID:

Appendix G
Demographics and Techno graphics

Expt Incentive

(Incentive Schemes Experiment described in Chapter 4)

LI under 35 years old

Age

LI over 35years

LI Female

Gender

LI Male

Occupation...........................................................
(if student - parent/guardian occupation)
(if unemployed/retired - previous/trade)

How long have you banked with Lloyds TSB?

LI Less than 1 year
LI i - S years
LI 5-loyears
LI Over 10 years

How often do you use the Internet?

LI Daily
LI 2-3 times aweek
LI weekly
LI Monthly
LI Never

How often do you use Lloyds TSB Internet Banking?

LI Daily
LI A few times a week
LI Once a week
LI A few times a month
LI Once a month

LI A few times a year or less
LI Just used once / stopped using (Reasons:
LI Other
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How often do you use the ATM (cash machine)?

LI Daily
LI 2-3 times aweek
LI Weekly

Li Monthly
LI Never
Are you currently a member of any company incentive scheme, like Tesco Club,
Nectar, Frequent Flyer etc.)
LI Yes

El No
If Yes:
Can you name the incentive schemes that you are a member of?

1O.Thinking about your membership with each of these incentive schemes:
Describe how your membership with these incentive schemes has affected your
relationship with the company. (Probe whether it's increase in spending,
spreading good word of mouth, strengthening of relationship, negative feelings
about the company etc.)
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ID:

Appendix H

Order:

Debrief Interview
(Incentive Schemes Experiment described in Chapter 4)

Thinking about the two different incentive schemes that you have just
experienced:
1. Please indicate on the ruler between Excellent and Very Poor how you
would rate them (Show Points Table, use ruler)
Rating (cm)

Rank

Loyalty Club
_Rewards Programme

a. Can you explain why you ranked them like that?

Do you think Lloyds TSB should consider introducing the Loyalty
Club/Rewards Programme (read the one participant ranked higher)
incentive scheme to its customers?
[j Yes
No
Why?

Would you use more of Lloyds TSB's products (like loans and mortgages)
and services (like ATM, Internet Banking) if the Loyalty Club/Rewards
Scheme were introduced? Why?
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In this experiment, you experienced the Rewards Programme incentive scheme
where you can redeem your accumulated points for vouchers you can spend.
(Point to Points Table)
Imagine it has been six months since you enrolled into the Rewards
Programme. You have managed to accumulate a total of 10,000 reward
points and you want to redeem them for vouchers. How much would you
expect the vouchers to be worth?

Finally, do you have any other comments about anything you have seen
today?
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Appendix I
Experiment Diary Instructions
(Longitudinal Study described in Chapter 5)

Centre for Communication Interface Research

'

MR

Guidelines
Here are a few pointers to keep in
mind for your Experiment Diary:

M

There are no specific rules on when or how often
you should fill in your Experiment Diary. You
may note down the transactions as and when you
perform them, or whenever you have the time.

If you are unsure about any aspects of using your
Experiment Diary, please contact us:
Telephone: 0777 281 8928
Email: nicole.foo@ccir.ed.ac.uk

All details and information provided your
Experiment Diary will be kept in strict confidence
and not shared with anyone outside MR.

Never write in this Experiment Diary any
information that may relate to your personal bank
account details and/or PIN/Password.
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Appendix j

ID:

Rewards Programme Interview
(Longitudinal Study described in Chapter 5)

(Show Points Table)
What did you LIKE about the Rewards Programme?

What did you DISLIKE about the Rewards Programme?

What do you think the Bank is trying to say about itself through the
Rewards Programme?

In this scheme, Reward Points can be redeemed for shopping vouchers
that you can spend. What else would you want to redeem the Reward
Points for?

What do you think are the benefits of the Rewards Programme to the:
Customer?
a.

b.

Bank?
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Appendix J (continued)

ID:

Loyalty Club Interview
(Longitudinal Study described in Chapter 5)

(Show Points Table)
What did you LIKE about the Loyalty Club?

What did you DISLIKE about the Loyalty Club?

What do you think the Bank is trying to say about itself through the Loyalty
Club?

In this scheme, your Loyalty Points will qualify you for either the Bronze,
Silver or Gold membership which allow you to enjoy exclusive banking
services from the Bank. What else would you want to redeem your Loyalty
Points for?

What do you think are the benefits of the Loyalty Club to the:
Customer?
a.

b.

Bank?
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Appendix K

ID:

Rewards Programme Debrief Interview
(Longitudinal Study described in Chapter 5)

In this experiment, you have accumulated a total of (...) Rewards Points,
meaning you can redeem them for a total of (...) number of Rewards Vouchers
like these...

What else would you want to redeem the Reward Points for?

Do you think Lloyds TSB should consider introducing the Rewards
Programme incentive scheme to its customers?
II Yes
IlNo
Why?

Would you use more of Lloyds TSB's products (like loans and mortgages)
and services (like ATM, Internet Banking) if the Rewards Programme were
introduced? Why?

Finally, do you have any other comments about anything you have seen
today?
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Appendix K (continued)

ID:

Loyalty Club Debrief Interview
(Longitudinal Study described in Chapter 5)
During this experiment, you accumulated a total of (...) Loyalty Points, which
means you qualify as a Bronze/Silver/Gold member of the Loyalty Club.
This is what you will receive to symbolise your membership level and gives you
access to a range of exclusive banking services like quick access counters in
branches.
(Show appropriate Card according to level of membership participant is in)
What other benefits would you expect from your Bronze/Silver/Gold card?

Do you think Lloyds TSB should consider introducing the Loyalty Club
incentive scheme to its customers?
J Yes

[I No
Why?

Would you use more of Lloyds TSB's products (like loans and mortgages)
and services (like ATM, Internet Banking) if the Loyalty Club were
introduced? Why?

Finally, do you have any other comments about anything you have
experienced in this experiment?
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