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Executive Summary

Relationship marketing has been widely studied in the past few decades due to the advantages of
superior relationship economics. Not only does it help companies maintain customer relationships
which lead to higher profitability (Gronroos, 1994), but it also creates relational value for the
customers themselves (Berry, 1995). Among existing research, the framework of De Wulf et al.
(2001) provided insights into the implementation of relationship marketing. Yet, the empirical
evidence was based on data recorded in only two European countries and the USA. Considering Asia
becoming an appealing target for developing international business (Piketty, 2014), it would be

interesting to examine the effectiveness of the same model in an Asian market.

Hence, this study set out with the aim of assessing the impact of relationship marketing tactics in
the context of the retail apparel industry in Taiwan. Additionally, three relationship marketing tactics
from the research of Kang & Kim (2017) were added to the model to reflect the emergence of social
media technology in the business world. The advanced technology allows retailers to connect and

interact with their customers, which also contributes to relationship developments.

As for the research methodology, the hypotheses were tested by conducting quantitative research.
For data collection, a self-administered online questionnaire on Qualtrics was constructed, which
respondents in Taiwan can access via a link provided. SPSS was used to evaluate the data with
statistical regression analysis for the empirical results. Among all the tactics presented, the
significant determinants of customers’ perception of relationship investments are proven to be
interpersonal communication, tangible rewards, perceived marketer-dominated information quality,
and perceived interaction quality in social media. The results also provided full support on the
theories that higher perceived relationship investment leads to higher relationship quality and
ultimately, stronger behavioral loyalty. In summary, the conceptual model from De Wulf et al. (2001)
was supported and confirmed applicable for the retail apparel industry in the Taiwanese market. In
addition, it is suggested that retailers could invest in relationship marketing tactics in social media
platforms to keep customers informed and engage them in long-term relationships through social

interactions.

The structure of this thesis is organized as follows: Chapter 1 introduces the problem statement.
Chapter 2 poses the research questions, and chapter 3 encompasses the literature review regarding
theories, conceptual models, and hypotheses. Chapter 4 explains the research methodology with
data collection and statistical results. Finally, chapter 5 and 6 gives the conclusion, implications, and

limitations of this master thesis.
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1 Introduction

Nowadays, customers are exposed to a wide variety of products and brands when making purchases.
Because of this information and brand overload, it is becoming even harder for companies to reach
customers and transform marketing efforts into profit. In such a competitive environment,
companies are encouraged to adopt a relationship marketing strategy to build profitable relationships
with their customers (Gordon et al., 1998). This strategy leads to a change in mindset. Firms become
more long-term oriented and rely on more than just one-time transactions to maximize their profits
(Ganesan, 1994).

Over time, many studies have demonstrated the shift from the traditional thought of marketing to
relationship marketing (Grénroos, 1994; Gummesson, 1994). The customer-oriented focus of
relationship marketing has challenged the primacy of the product-based 4P marketing (product,
price, place, and promotion) and has become a dominant practice (Harker & Egan, 2006). In the
words of Moéller and Halinen (2000): “examining business exchange relationships from a relational
and often enduring perspective, is very important for understanding contemporary marketing” (p.
30).

Moreover, this bond between the customer and the firm creates additional value for both parties
beyond the value of products and services (Grénroos, 2004). By maintaining customers and building
long term relationships, firms can reduce costs compared to acquiring new customers through mass
marketing (Berry, 1995). Reichheld and Sasser (1990) also stated that customer retention
contributes to improved profitability for the firms. The customers, on the other hand, receive
relational benefits such as social and confidence benefits (Gwinner et al., 1998; Hennig-Thurau et
al., 2002; Reynolds & Beatty, 1999). For example, these additional benefits provide customers with
minimized purchasing risks, feelings of trustworthiness and security, a sense of belonging, and even
reduced costs of being a customer. To conclude, it is important for business managers to understand

and manage relationship marketing in order to achieve a mutually beneficial relationship.

Although academics have recognized the importance of relationship marketing, there are only a few
studies that shed light on the practicality of relationship marketing implementations. In the studies
of Gronroos (2004) and Odekerken-Schréder et al. (2003), communication, interaction, and
personalization were identified as key components in performing relationship marketing strategies.
De Wulf et al. (2001) composed the first article that operationalized and defined the tactics for fine-
tuning relationship marketing implementation. The authors investigated four relationship marketing
tactics (direct mail, preferential treatment, interpersonal communication, and tangible rewards), and
their effectiveness in improving customer loyalty. Based on this article, one of the focus points for
this thesis was to find new tactics that are popular in the business today and examine the impact of

the tactics collectively.



Although the research of De Wulf et al. (2001) provided empirical evidence for the effect of various
relationship marketing tactics, it is noteworthy that companies increasingly use social media to
communicate and interact with their customers. Today, with widespread information communication
technology, web applications such as online communities and social networking sites enable firms
to measure, analyze, and ultimately improve customer loyalty (Havenstein, 2008). Social media has
especially become the new forum for the sellers to not only communicate but also encourage
interaction with their customers (Saravanakumar & SuganthalLakshmi, 2012). These characteristics
have made integrating social media within customer relationship management one of the important
relationship marketing tactics (Kang & Kim, 2017). To represent this new trend of relationship
marketing practice, CRM tactics through social media will be applied to measure the impact of a

firm’s relationship investments on customer loyalty.

Another limitation of the work of De Wulf et al. (2001) lies in the lack of generalizability. The authors
conducted their research in American and European markets. Consequently, the findings might be
restricted to those markets which lead to a skewed view about the influence of RM tactics on
customers loyalty. Hence, the second objective of this thesis is to apply the research model of De

Wulf et al. (2001) to test the effectiveness of relationship marketing tactics in a different market.

While Europe encompasses many saturated markets, studies from Lee & Hong (2012) and Piketty
(2014) showed that the fast growth of the population in Asian countries had made them appealing
targets for developing international business. PwC (PricewaterhouseCoopers) published a study from
Hawksworth and Chan (2015) that indicated that the global economic power will continue shifting
from the developed economies in Western Europe towards Asia for the following 30 years. Moreover,
the expansion of the middle class in Asia makes these emerging markets attractive targets for
Western firms (Cavusgil et al., 2018). It is crucial for Western firms to create value and build
relationships with customers to achieve superior performance in export markets (Kaleka & Morgan,
2017). More than ever, relationship marketing is important as it helps reduce customers’ perception
of uncertainty toward foreign sellers and create a strong brand appearance in the host markets
(Abramson & Ai, 1998).

In light of the above, the purpose of this thesis is twofold. Firstly, CRM tactics through social media
will be added to the framework of De Wulf et al. (2001) as additional RM tactics. Secondly, the study
intends to analyze the effectiveness of relationship marketing tactics for the apparel retail industry
in Asia, specifically in Taiwan. It is interesting to see if the tactics identified in the conceptual model
still apply to a different setting - Taiwan, which has fundamental culture differences comparing with
Europe and the United States. With the hope that this thesis might yield some insights about the
reaction of Taiwanese customers, the managerial implications would suggest how firms could act

when developing business in the Asian market.



2 Research Questions

The central research question is: What is the impact of relationship marketing tactics on customer

loyalty in Taiwan?

To better analyze the central research question, sub-questions are listed as follow:

e What are the important RM tactics used nowadays?
e Do RM tactics influence how customers feel about the retailer?
e Do RM tactics improve customer loyalty?

e If so, how do these tactics influence customer loyalty?






3 Theoretical Background and Hypotheses

3.1 Relationship Marketing

The concept of relationship marketing was first introduced by Berry in 1983. Ever since, relationship
marketing has been widely studied, which resulted in a variety of definitions. Despite the various
definitions that have been used in prior research, there are a few important characteristics that can

be deduced from the existing literature.

First of all, one crucial element in relationship marketing is customer retention. Firms should focus
not only on attracting new customers but also on maintaining and enhancing customer relationships
(Berry, 1983). In line with this thought, Grénroos (1994) contributed with a general definition, which
has been acknowledged and adapted in later studies. He approached marketing with a relational
perspective: “Marketing is to establish, maintain, and enhance relationships with customers and
other partners, at a profit, so that the objectives of the parties involved are met (p.9).” In view of
this, businesses change their strategic focus from customer acquisition to customer retention for

achieving a mutually beneficial long-term relationship.

Second, the presence of relationship marketing can be seen as a paradigm shift from traditional
product-based 4P (product, price, place, and promotion) marketing to resource-based and customer-
oriented relational marketing (Dwyer et al., 1987; Gronroos, 1996; Gummesson, 1994; Morgan &
Hunt, 1994). Regarding the resource-based perspective, companies utilize their resources (e.g.,
personnel, technology, knowledge and time) to provide a total service and augment their core
services with extra benefits, instead of simply featuring product attributes (Berry, 1995; Groénroos,
1996; Gummesson, 1994). As for customer orientation, it is imperative for firms to identify potential
customers, establish relationships with them, and to maintain and enhance these relationships
(Grénroos, 2004). While the traditional thought of marketing focuses heavily on the sales and
promotion for more one-time transactions, “relationship marketing is marketing seen as
relationships, networks, and interaction” stated Gummesson (1994, p.5). This paradigm shift
fundamentally changes the interaction between the firms and their customers. Overall, the
relationship between the seller and the buyer becomes an ongoing process in which both parties
continuously interact and even further cooperate and collaborate with each other (Sheth & Parvatiyar,
1995).

Last but not least, in addition to customer retention and the paradigm shift, relationship marketing
also entails the pursuit of superior relationship economics. According to Grénroos’s (1994) definition,
a relationship is an ongoing value-creating process. Relationship marketing creates value for both
suppliers and buyers. With respect to customers, Berry (1995) stated that many customers have
the tendency to participate in a relationship with the same provider to enjoy the potential benefit
from a continuous relationship. Echoed with this idea, Hennig-Thurau et al. (2002) recognized that

customers enjoy the confidence and social benefits from a long-term relationship with a service
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provider. These two relational benefits help reduce customer anxiety by decreasing risk and
uncertainty and create a sense of familiarity when a friendship is built between the firm employees

and customers.

The firms, on the other hand, benefit from the loyalty level of customers. Reichheld and Sasser
(1990) pointed out that preventing the customers from defecting has a stronger positive influence
on firms’ long-term financial performance comparing with that of acquiring new customers. It is
important for the firms to fulfill the promises at a profit. With the help of information technology,
firms can more efficiently engage in dyadic relationships with individual customers than spending
huge marketing cost for unproductive mass marketing communication. In this long-term relationship,
both parties further learn from interacting with each other and thus reduce relationship cost for both.
As well depicted by Grénroos (1994): “a mutually satisfactory relationship makes it possible for
customers to avoid significant transaction costs involved in shifting supplier or service provider and

for suppliers to avoid suffering unnecessary quality costs” (p. 9).

3.2 Framework from De Wulf et al. (2001)

Given the importance of relationship marketing, this thesis aims to examine the implementation of
relationship marketing based on the framework of De Wulf et al. (2001). The authors composed the
conceptual model based on the fundamental assumption of reciprocity. Broadly defined, reciprocity
can be seen as the moral obligation which leads to the behavioral response of people to a perceived
kindness or unkindness in social life (Becker, 1986; Falk & Fischbacher, 2006; Molm, 2010). One
may feel obligated to return the favor in proportion to what he or she has received in the past
(Becker, 1986). According to the reciprocal action theory mentioned by Li and Dant (1997), actions
taken by one party will be reciprocated in kind by the others in an exchange relationship. In cases
of violation of the reciprocal norm, each party involved would anticipate the responsible party to feel
the sense of guilt (De Wulf et al., 2001). Consequently, both parties will be willing to adopt a long-
term relationship with a reciprocal perspective, and less likely to act selfish and opportunistic (Dwyer
et al., 1987).

Put in a consumer-firm context, reciprocity explains the self-interest of customers to engage in the
economic exchange in an ongoing relation (Bagozzi, 1995). As stated by Solomon et al. (1985,
p101), the communication and interaction between the firm and their customers “is a reciprocal
process rather than a linear one” (p.101). Firms’ investments in the relationship, interpreted as
commitment, would induce reciprocal commitments from their customers (Li & Dant, 1997). In other
words, when consumers perceive extra benefits from a relationship, they are willing to make
compensating movement and return the good to the seller (Becker, 1986; Houston & Gassenheimer,
1987). For example, customers give up the opportunities to purchase from other alternatives and
stay loyal to one specific supplier (Li & Dant, 1997). Furthermore, the reciprocal interactions enable
firms to not only understand consumer behavior but also foster a positive atmosphere and remove
barriers of risk (De Wulf et al., 2001).



In line with the aforementioned, the principle of reciprocity is considered a useful framework for
investigating retailer-consumer interactions (De Wulf et al., 2001). When firms invest time, effort or
other irretrievable resources in a relationship, they expect the consumers to return the favor with
their loyalty and become deeper involved in the relationship. Therefore, with the model shown in
the figure below, De Wulf et al. (2001) conceptualized the paths between the firm investments in
relationship marketing tactics and the customer reciprocation which is demonstrated with behavioral
loyalty. It is postulated that the RM tactics influence the customers’ perception of relationship
investment, which is believed to improve the relationship quality and eventually leads to higher

behavioral loyalty.

Each of the variables will be explained further in the following sections of the literature review.

Direct mail Preferential Interpersonal Tangible
treatment communication rewards
Perceived
relationship
investment
Product _ _
Coleome, ronences
involvement p
Relationship
quality
Behavioral
loyalty

Figure 1. Conceptual model from De Wulf et al. (2001, p.34)

3.2.1 Relationship Marketing tactics

For the relationship marketing tactics, De Wulf et al. (2001) suggested four tactics based on the
research of Berry (1995). In this research, it was concluded that relationship marketing can be
implemented on three different levels to enhance customer loyalty. Level one relationship marketing
mainly involves pricing incentives. This level of bonding yields weak competitive advantages since it
is easily imitable. However, it is the most common practice among businesses. Level two relationship
marketing indicates the social bonding which primarily relies on personalization and customization.
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For instance, firms exercise this level of relationship marketing when getting familiarized with
customers through continuous communication, calling customers by names, or offering additional
services. Level three relationship marketing offers structural solutions. This approach binds
customers to the corporate’s system instead of retaining the customers through relationship building
skills, which is thus not the focus of this thesis. Drawing from the first two levels of relationship
marketing, De Wulf et al. (2001) selected four types of tactics: taking tangible reward from level

one and direct mail, preferential treatment, and interpersonal communication from level two.

Direct Mail: De Wulf et al. (2001) defined direct mail as “a consumer’s perception of the extent to
which a retailer keeps its regular customers informed through direct mail.” Information sharing
through marketing communication is necessary for supporting and enhancing the relationships with
customers (Grénroos, 2004). It is recognized that meaningful communication leads to a positive
experience and a feeling of trust (Anderson & Narus, 1990). Conclusively, communication can be
regarded as a crucial condition for the existence of a relationship (Duncan & Moriarty, 1998). Among
numerous approaches of communication, De Wulf et al. (2001) focused on analyzing the direct
communication media. Unlike mass marketing communication, direct mailing allows firms to convey
interest and target specific groups, such as regular customers. Thus, direct mail, as a way of
communication, is assumed to potentially influence consumers’ perceptions of relationship

investment.

Preferential treatment: This tactic is defined as “a consumer’s perception of the extent to which
a retailer treats and serves its regular customers better than its non-regular customers” (De Wulf et
al., 2001). Concluding from the existing literature, two critical elements of this tactic are customer
selectivity and the provision of enhanced products or services that are beyond standard value
proposition (De Wulf et al., 2001; Gwinner et al., 1998; Lacey et al., 2007; Odekerken-Schroder et
al., 2003). According to Berry (1995), it is important to target profitable customers. Firms should
identify customers who are likely to be loyal and develop strategies to provide superior value to
these customers. Serving all customers with the same level of effort might simply be too costly and
difficult to achieve. Preferential treatment can be classified into two categories: economic and
customization (Gwinner et al., 1998). For example, firms often practice economic-based preferential
treatments like priority services, upgrades, and complementary products, and customization-based
preferential treatments like customized products, private events and so on. Customers who feel
recognized and appreciated by the firm are more likely to increase their purchase activities, spread
word of mouth, and provide feedback (Lacey et al., 2007). Preferential treatment allows firms to
address the customers with special status and make them feel valued.

Interpersonal communication: Interpersonal communication refers to a customer’s perception of
the extent that a firm adds a warm and personal touch in buyer-seller interaction (De Wulf et al.,
2001). According to Solomon et al. (1985), customer’s personal encounter with the firms’ employees
is an important factor in customer satisfaction and repeat patronage. Practices like calling regular
customers by names, engaging in friendly conversations and building friendships between store
employees and customers are common examples of this relationship marketing tactic (Berry, 1995;

8



De Wulf et al., 2001; Hennig-Thurau et al., 2002). This interpersonal contact is considered critical
in building intimate and long-term relationships with customers (Metcalf et al., 1992). In addition to
personal recognition, customers might experience an emotional connection with sellers and a sense
of belonging to specific stores. Thus, it is presumed that interpersonal communication has a positive

impact on the perceived level of relationship investment.

Tangible reward: Tangible reward is defined as a customer’s perception of the extent to which a
seller offers tangible benefits to encourage and reward customer loyalty (De Wulf et al., 2001). A
majority of firms offer this type of reward through pricing or gift incentives (Berry, 1995). Instead
of viewing each transaction as an independent event, customers would be motivated to engage in a
sequence of interactions with a retailer to achieve rewards (Lewis, 2004). Although pricing incentives
are easy for competitors’ imitation, rewards on cumulative purchases can improve retention rate
and help customers remain loyal (De Wulf et al., 2001; Lewis, 2004). For example, an airline
frequency program encourages customers to repeatedly fly through the same company to collect
miles for future discounts, bonuses, and gifts. As a result, tangible rewards are considered as a valid

RM tactic in influencing customers’ perception of the firms’ retention efforts.

3.2.2 Perceived Relationship Investment

In contrast to the opportunistic mindset, firms dedicate time, efforts and other irretrievable
resources as relationship investments to prove their commitment and demonstrate how much they
value the customers. Supposedly, when customers perceive and interpret such efforts as well-
intentioned acts with added value, they would feel impressed and grow trust toward the supplier
(Hart & Johnson, 1999). This idea is in line with the principle of reciprocity mentioned earlier. As
defined by De Wulf et al. (2001), perceived relationship investment in this model represents
customers’ perception of the extent of the retailer’s investment (e.g., attention, time, efforts or

resources) directed towards relationship maintenance or enhancement which accrues extra benefits.

According to Gwinner et al. (1998), customers that are in a relationship with the seller expect
additional benefits from it. For example, in the research of Reynolds and Beatty (1999), they
suggested functional benefits (e.g., time-saving and useful advice from the retailer) and social
benefits (e.g., friendship with sales employees). The level of these perceived benefits was found to
be associated with customer satisfaction, loyalty, and word of mouth (Reynolds & Beatty, 1999).
This finding again proves that the customers reciprocate based on their perception of the retention
efforts made by the firm. The more the customers perceive potential benefits, the more willing they

are to perform actions required for staying in a relationship (Babin et al., 1994).

Although relationship investments were found to be the key predictor of relationship quality (Smith,
1998), it is hard to measure objectively from the firm’s perspective (Too et al., 2001). The
effectiveness of firms’ relationship marketing efforts has to be judged through the eyes of the
customer. Too et al. (2001) also argued that the more the firms strive to implement relationship

marketing, the more the customers will recognize the efforts. Hence, as shown in the first half of

9



the conceptual model, RM tactics are postulated as the antecedents of perceived relationship
investment to measure their influence on the perception of the customers. Ultimately, customers’
perception of the firm’s endeavor to improve relationships will lead to improved relationship quality

as the consequence.

3.2.3 Relationship Quality

According to the model of De Wulf et al. (2001), customers’ perceived level of relationship
investment has an impact on relationship quality, which then influences the behavioral loyalty of
customers. Relationship quality can be seen as an overall evaluation of the strength of a relationship
between the retailer and their customers (De Wulf et al., 2001; Hennig-Thurau et al., 2002; Smith,
1998). Among all the existing researches, relationship quality has been defined in various ways. The
definition from Crosby et al. (1990) is widely adopted in later researches. These authors
conceptualized relationship quality as a higher-order construct with two dimensions: customers’
satisfaction and trust. The customers’ perception of these two components stems from the
salesperson’s ability to reduce uncertainty and their previous experience of positive interactions.
Drawing from the research of Morgan and Hunt (1994), commitment and trust are considered
essential to the success of relationship marketing. The presence of commitment and trust from
customers leads to cooperative behaviors in a relationship. Later on, commitment was adopted in a
lot of research as an indispensable condition of high relationship quality (Hennig-Thurau & Klee,
1997; Too et al., 2001). Though there are undoubtedly other potential factors contributing to the
quality of relationship (e.g., interaction efficiency, transaction cost reduction and social need
fulfillment) (Hennig-Thurau & Klee, 1997), the general conceptualizations in this thesis focus on:
trust between two parties, satisfaction and commitment to the long-term relationship (De Wulf et
al., 2001; Smith, 1998). These three components of relationship quality will be briefly explained in
the following.

Trust:

In the research of Hart & Johnson (1999) regarding total trust, they mentioned the trust from
customers is a crucial indicator of the positive relationship and customer loyalty for the firms.
Moorman et al. (1992, p315) described trust as “... a willingness to rely on an exchange partner in
whom one has confidence” (p. 315). Drawing from existing literature, the importance of confidence
and reliability is often highlighted in the constructs of trust (Garbarino & Johnson, 1999; Morgan &
Hunt, 1994).

In a retailer-consumer context, customers should be able to confidently rely on the salesperson to
behave in the best interest of customers’ (Crosby et al., 1990; Hart & Johnson, 1999; Smith, 1998)
and to not take unexpected actions which result in negative outcomes (Anderson & Narus, 1990).
In line with these explanations, Grénroos (1994) explained that it takes belief in the other party’s
expertise, reliability or intentionality to form the trust. He added that one who has trust in the other
party performs the behavioral intention to rely on the other partner and bear the vulnerability for

themselves. Although some scholars then argued both perceived trustworthiness and trusting
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behaviors represent an aspect of trust, De Wulf et al., (2001) believed that the customers’ perception
towards the trustworthiness of the firm is a sufficient condition for the trust. Thus, only the notion
of trustworthiness will be measured as a component of relationship quality.

Relationship satisfaction:

Broadly defined, satisfaction can be seen as a positive emotional state resulted from all aspects of
a relationship with a firm (Anderson & Narus, 1990; Reynolds & Beatty, 1999). In a narrow

definition, Smith (1998) and Crosby et al. (1990) added that this state is triggered by the customers’
evaluations of interaction experiences with the retailer compared to that of other alternatives.

Although satisfaction can be discussed on both transactional and overall level (Hennig-Thurau & Klee,
1997), De Wulf et al. (2001) followed the latter of the two and described satisfaction as an affective

state derived from customers’ holistic assessment of his or her relationship with a retailer. In other
words, the development of satisfaction is a cumulative process instead of a judgment based on only

products or one-time transaction (Garbarino & Johnson, 1999; Hart & Johnson, 1999).

Commitment:

Drawing from the literature on commitment in different contexts (social exchange, marriage, and
organizations), Morgan and Hunt (1994) defined relationship commitment as an exchange partner
believing that maintaining an ongoing relationship is worth the best efforts. Furthermore, Gundlach
et al. (1995) described that the existing of commitment can be explained with the attitudinal
component (e.g., psychological attachment) and the instrumental component (e.g., investment) in
the building of a long-term relationship. Therefore, it is concluded that commitment requires both
parties to not just desire but dedicate themselves in consistently supporting a valued relationship
(Dwyer et al., 1987; Moorman et al., 1992; Smith, 1998). Echoed with this thought, De Wulf et al.
(2001) proposed that the measures of commitment include “the presence and consistency over time
of both the desire to continue a relationship and the willingness to make efforts directed at sustaining

this relationship” (p. 37).

Overall, receiving the benefits rewarded by the exchange partner does increase the interdependence
in the relationship (Dwyer et al., 1987). The higher perceived fulfillment of exchange obligations,
the bigger the motivation of the other party to maintain the relationship (Dwyer et al., 1987).
However, few studies have directly investigated the causal relationship between relationship
investment and relationship quality. As one of the rare examples, Crosby et al. (1990) did recognize
the establishment of interpersonal relationships from selling behavior as one key antecedent of

relationship quality.

Instead, more researches have focused on the influence of relationship investment on each
dimension of relationship quality (trust, satisfaction, and commitment) (De Wulf et al., 2001). For
example, relationship investments have been identified as a precursor to the existence of trust in a
business relationship. As Ganeson (1994) addressed, the vendor’s specific investment provides a
signal of trustworthiness, which leads to increased trust from the other partner. Morgan and Hunt
(1994) added that both customers’ trust and satisfaction are strengthened by the shared value in
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the relationship. In line with this, Gwinner et al. (1998) suggested that customer satisfaction is
stimulated by perceived relationship benefits. With respect to commitment, Gundlach et al. (1995)
mentioned in their study of commitment construct that one’s perception of the dedicated relationship
investment from the other’s influences his/her long-term commitment intention. In brief, customers’
commitment to a relationship mirrors their own perceptions of the efforts dedicated in maintaining
a relationship from the firm (Too et al., 2001). Combining all the findings, it is postulated that the

perceived level of relationship investment contributes positively to the relationship quality in general.

3.2.4 Behavioral Loyalty

Loyalty is considered a primary goal for the firms that practice relationship marketing (Sheth &
Parvatiyar, 1995). Customer loyalty comprises both behavioral and attitudinal components (Bolton,
1998; Hennig-Thurau et al., 2002). According to De Wulf et al. (2001), behavioral changes of
customers reflect the effectiveness of relationship marketing tactics. For example, customers often
demonstrate their loyalty through the continuity of patronage, repeat purchases, cross-buying, and
word of mouth (Hennig-Thurau et al., 2002; Reynolds & Beatty, 1999; Sheth & Parvatiyar,
1995). Moreover, in the words of Hennig-Thurau et al. (2002), “All relationship marketing activities
are ultimately evaluated on the basis of the company’s overall profitability” (p. 231). Since the firm’s
profitability can be influenced by even irrelevant variables to the relationship itself, it makes sense
to conceptualize relationship marketing outcomes on a more concrete level. Thus, the construct of
behavioral loyalty, measured with purchasing frequency and share of wallet of a consumer toward
a certain retailer, will be investigated to imply customer loyalty (De Wulf et al., 2001).

Many studies have demonstrated the path between dimensions of relationship quality and behavioral
loyalty. In the model of Morgan and Hunt (1994), higher commitment and trust are accompanied by
improved customer retention and cooperation between the firm and its customers. When consumers
are committed to a relationship, they tend to repeatedly purchase from the same company (Sheth
& Parvatiyar, 1995). Crosby et al. (1990) also proposed that depending on the level of trust and
satisfaction perceptions, customers are likely to make decisions on staying or leaving the relationship
with the seller. Take satisfaction, for example, Hennig-Thurau and Klee (1997) discussed the link
between satisfaction and customer retention, and suggested utilizing repurchase intention to
measure the behavioral outcomes. Hart and Johnson (1999) also pointed out that customer
satisfaction is a prior indicator of companies’ performance and profitability. Based on these findings
about the behavioral outcomes of a relationship, one can say that the higher level of relationship
quality brings out a stronger level of behavioral loyalty from customers.

3.2.5 Factors Moderating the Effect of Perceived Relationship Investment

In addition to the causal relationship of RM tactics on customer loyalty, De Wulf et al. (2001)
distinguished two moderators, product category involvement and consumer relationship proneness,

to assess the interacting influence of these consumer characteristics on the correlation between
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perceived relationship investment and relationship quality. A key aspect from the study of Berry
(1995) is that relationship marketing is not always the most appropriate strategy for all consumers.
Some may be more loyalty-prone and easily affected by the firms’ efforts in retaining customers.
Measuring these two consumer characteristics can yield insights into the expected effectiveness level
of the relationship marketing investments from customers’ perspective (De Wulf et al., 2001; Gordon
et al., 1998).

Product category involvement:

Product category involvement generally refers to a consumer’s perceived importance of the focal
object based on his/her value and needs (De Wulf et al., 2001; Mittal, 1995; Zaichkowsky, 1994).
It is a subjective state of motivation and interest toward the consumption of a product category
(Dick & Basu, 1994; Olsen, 2007). At high levels of involvement, consumers tend to remain more
persistent in their preferences and hold greater long-term satisfaction for a particular brand (Gordon
et al., 1998). Furthermore, several studies have suggested the positive influence of consumers’
product category involvement on behavioral loyalty (Bloemer & Kasper, 1995; Mittal, 1995; Olsen,
2007).

Involved consumers have a higher tendency to participate in the relationship with the seller (Christy
et al., 1996; Gordon et al., 1998). The authors further added that only when customers are
interested in the product category, such relationships can deliver added value to them. On the
contrary, relationship marketing tactics may annoy consumers with a low level of involvement to
the product category. Unlike the involved buyers, the uninvolved ones are not motivated to pay
attention or even devote efforts required to stay in a relationship with a particular retailer. Under
this circumstance, the relationship marketing investment made by the firm might be ineffective and

even perceived as invasive by the customers (Gordon et al., 1998).

As Solomon et al. (1985) stated, treating customers as individuals is desirable for those with a high
level of involvement while such personal treatment might not pay off during the encounters with
uninvolved customers. Since customers’ level of involvement changes across different product
categories, some markets may not be as responsive to the firm’s relationship marketing investments
(Dick & Basu, 1994). Thus, customers’ perception of the efforts made by the firm is expected to
have a strengthened effect on relationship quality due to a high level of product category
involvement of the consumers (De Wulf et al., 2001).

Consumer relationship proneness:

Shoppers can engage in relational market behavior for various reasons. For example, Sheth and
Parvatiyar (1995) concluded several drivers like greater efficiency, reduction of risks and information
processing, influence from peers and more. However, some customers may simply be
psychologically inclined to engage in a relationship (Christy et al., 1996). De Wulf et al. (2001)

A\

defined this consumer relationship proneness as the consumers’ “relatively stable and conscious
tendency to engage in relationships with retailers of a particular product category” (p. 38).
It is an attitude of the customers “in terms of the intention to establish a relationship with a service

provider” (Lin, 2013, p209). Unlike the consumers buying from the same provider due to the ease
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of access or the passive attitude towards changes, relationship-prone consumers consciously and
consistently make decisions in favor of one particular brand or seller (Dick & Basu, 1994). As for the
prerequisite of one particular product category, Christy et al. (1996) stated that the attitude of
consumers toward relationship building is to some extent preconditioned depending on the group of
sellers. Therefore, De Wulf et al. (2001) deduced that this variable has to be measured within a

particular product category.

Relational preferences, the degrees to which a relationship is desired by customers, have the
potential to change the influence that relational benefits have on customer loyalty (Hennig-Thurau
et al., 2002; Reynolds & Beatty, 1999). Kim et al. (2012) added that relationship-prone consumers
may reciprocate a retailer’s relational efforts more strongly. They also mentioned that these
consumers might find it easier to understand and acquire the benefits from a relationship due to
their accumulated experience from all types of relationship developments. In conclusion, it is
assumed that a higher level of consumer relationship proneness causes an amplifying effect between

perceived relationship investment and relationship quality.

3.3 CRM tactics through social media

In addition to the four RM tactics provided from the original conceptual model of De Wulf et al.
(2001), this thesis will include CRM tactics through social media to capture the impact from the
retailers’ relationship investments in social networking sites. As mentioned in the introduction, the
widespread information communication technology calls attention to the increasing use of social
media in firms’ relationship developments. The emerging popularity of social networking sites such
as Facebook, Twitter or Instagram has opened a new chapter of business and research opportunities
(Liang et al., 2011). Businesses are eager to follow this trend to stay connected with their customers
(Heller Baird & Parasnis, 2011). Recent evidence suggested that social media use is also positively
related to consumer-brand relationship quality (Hudson et al., 2016). Moreover, mastering
relationship building skills in social media contributes to a win-win situation in which consumers
derive satisfaction from greater attachment to the firm, while loyalty and profitability are generated
for the firm through understanding customers better (Hudson et al., 2016). In brief, the importance
of social media in relationship marketing is widely acknowledged, and thus will be included in this

thesis as the crucial element for a part of the RM tactics.

Kang and Kim (2017) defined such practices of relationship marketing on social media as “social
CRM" tactics. As stated in several studies (Gummesson et al., 2004), traditional CRM can be narrowly
defined as a practical application that implements relationship marketing by identifying,
differentiating individual customers and responding to customer needs efficiently. With the help of
information technology, firms are capable of closing the gap between them and the customers with
CRM practices (Berry, 1995). The merger of existing CRM with social media technology has further
given way to a new concept of CRM which affects the connections and the degree of customer
engagement in managing relationships (Malthouse et al., 2013; Trainor et al., 2014). Customers
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can actively participate in collaborative conversations. Simultaneously, firms get the opportunities
to hear the thoughts of their customers and respond to their needs during the process of relationship
building (Malthouse et al., 2013). Although very little investigation has been done regarding the CRM
tactics through social media, Trainor et al. (2014) addressed that these tactics hold numerous
potentials in fostering stronger relationships with customers and, by doing so, facilitate increased

revenue, cost reduction, and communication efficiency.

In the research of Kang and Kim (2017) regarding social CRM, they distinguished three consumer
perception-based factors of the online CRM tactics through social media and examined their impact
on perceived relationship investment. These three variables are “perceived marketer-dominated
information”, “perceived interaction quality”, and “perceived service content quality.” This thesis will
adopt these measurements with the aim of understanding the impact of online relationship
marketing tactics through social media on perceived relationship investment and ultimately, the path

to customer loyalty.

First of all, marketer-dominated information quality “reflects comprehensive, accurate, and exclusive
information related to product promotion and advertising offered by marketers in social media”
(Kang & Kim, 2017). According to Mitra et al. (1999), information sources can be categorized into
three types: marketer-dominated sources (e.g., promotion and advertising), neutral sources (e.g.,
newspapers and consumer reports), and consumer dominated sources (e.g., word-of-mouth). The
authors mentioned that the ease of access to marketer-dominated information enables customers
to evaluate the product or services before use. In the article about an IBM survey regarding social
CRM (Heller Baird & Parasnis, 2011), the authors found out that the majority of customers engaged
in social media relationships with the retailers care about receiving product promotions and discount
information which yield tangible values. Furthermore, they concluded that customers would also
evaluate the information quality on social media based on how honest they feel the retailers are and

how well the consumers’ rights are protected (e.g., privacy and spam issues).

Although the impact of perceived marketer-dominated information quality in social media is hardly
investigated, some evidence does exist. Information acquisition and processing have been
considered as an important factor in reducing perceived risks in the context of consumer decision
making (Mitra et al., 1999). According to the highly cited model from DelLone and McLean (1992),
web information quality is regarded as one of the key elements to user satisfaction. In the context
of mobile social networking services (SNS), the information quality has a significant impact on users’
trust, which further leads to loyalty from mobile SNS users. Based on these prior findings, it is
presumed that the higher perceived marketer-dominated information quality in social media, the
more customers may feel the sense of trust, satisfaction and perform loyalty to the retailer (Kang &
Kim, 2017). As a result, the customers would also perceive the retailer to be retention oriented and

dedicated to relationship development.

Second, perceived interaction quality indicates “the connectedness or the being in contact of two or

more individuals regardless of the activities that bring them into contact” (Hoegl and Gemuenden,
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2001, p436). In the brand’s social media, consumers can share information, form close relationships,
and interact with others and the brand itself (Kang & Kim, 2017). Brandtzaeg and Heim (2009)
described social interaction as one of the main reasons people use social networking sites. Instead
of one-way information sharing, firms get to interact in two-way communications with their
customers on social media (Hudson et al., 2016; Kang & Kim, 2017). Meanwhile, customers also
evaluate the relationship retention efforts of the firm based on the extent of the connectedness,
freedom of opinion exchange, responses from the firm and interactions with each other (Kang & Kim,
2017).

Kaplan and Haenlein (2010) advised companies to actively engage in interactions on social
networking sites for their survival in modern markets. While customer interaction in social media
has been widely discussed, little marketing research has been conducted to analyze the effects of
perceived interaction quality on consumer attitudes and behaviors. When the retailer or the brand
interacts with the followers, their consumers may potentially feel connected, increase their sense of
trust and thus experience a higher level of relationship quality (Hudson et al., 2016). The authors
further supported the idea that the interaction with a retailer via social media can foster an emotional
attachment and a feeling of intimacy like an interpersonal social interaction. In the study of Seol et
al. (2016) regarding SNS, high social interaction quality contributes to user satisfaction and keeps
the relationship going between the retailer and their customers on social media. In line with the
aforementioned, it is proposed therefore that consumers who perceive a higher quality of interaction
in the social media may perceive the retailer to be more dedicated in relationship building and more

retention oriented (Kang & Kim, 2017).

Lastly, service content quality measures the perception of customers towards the “details and
content about customer services with effective problem solving” in social media (Kang & Kim, 2017).
Since social media is a relatively new field for marketing researches, conclusive findings are limited
regarding the impact of service content in social media on customers’ perception of the firms’
retention efforts. However, some assumptions can be deduced from the evidence found in the
context of e-commerce. Similar to the definition from Kang & Kim (2017), Hwang and Kim (2007)
defined the perceived web quality with service content as “the user’s perception on the customer
service and privacy based on the website interface and functions” (p. 749). The findings in this same
study showed that perceived web quality with service content is a significant antecedent of
customers’ trust. In the research of online service quality, ease of navigation to service content
increases consumers’ service enjoyment, which further affects their commitment and loyalty (Dai et
al., 2011). DelLone & McLean (2003) updated their information system model with the suggestion
that the overall support delivered through service content by the firm can potentially reduce lost
sales and have a positive impact on user satisfaction. Based on these phenomena resulted from
service content quality, it is postulated that the higher the perceived service content quality in social
media, the more the customers perceive the relationship investments dedicated from the firm. (Kang
& Kim, 2017)
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3.4 Adapted conceptual model & Hypotheses

Based on the previous paragraphs of the literature review, the adapted conceptual model and the

overall hypotheses can be derived as follow:

RM tactics (De Wulf et al., 2001)

Direct Mail

Preferential

treatment

Interperscenal

Communication

Tangible

rewards

H1 H2 \‘m
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Figure 2. Adapted conceptual model

CRM tactics through social media (Kang & Kim, 2017)
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The model hypotheses are explained in the table below. The main focus of this thesis is to understand

the impact of various relationship marketing tactics on customer loyalty. With this goal in mind, the

interacting influence from “product involvement” and “relationship proneness” is beyond the scope

of this study. Measuring the moderating effect of these two variables would require a doubled

amount of data. Due to the time limit, the hypothesized relationship between these two moderators

and the path from perceived relationship investment to relationship quality would not be statistically

tested.
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Table 1. Theoretical hypotheses

H1: A higher perceived level of direct mail leads to a higher perceived level of relationship

investment.

H2: A higher perceived level of preferential treatment leads to a higher perceived level of

relationship investment

H3: A higher perceived level of interpersonal communication leads to a higher perceived level of

relationship investment.

H4: A higher perceived level of tangible rewards leads to a higher perceived level of relationship

investment.

H5: A higher level of perceived marketer-dominated information quality in social media leads to

a higher perceived level of relationship investment.

H6: A higher level of perceived interaction quality in social media leads to a higher perceived

level of relationship investment.

H7: A higher level of perceived service content quality in social media leads to a higher

perceived level of relationship investment.

H8: A higher perceived level of relationship investment leads to a higher level of relationship

quality.

H9: A higher level of relationship quality leads to a higher level of behavioral loyalty.
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4 Research Methodology

4.1 Setting

This study was conducted in the context of the apparel retail industry in Taiwan. The aim is to apply
the adapted conceptual model based on the work of De Wulf et al. (2001) and Kang & Kim (2017)

to examine the effect of relationship marketing tactics on customer loyalty.

The research of De Wulf et al. (2001) included respondents from the United States, the Netherlands,
and Belgium. Taiwan, with utterly different culture and social nhorms, provides a different setting for
this thesis. In a nutshell, Taiwan is a country in East Asia with approximately 23.5 million population
on a 36km?2 land. It is an advanced economy with soaring GDP (IMF, 2016). With the rapid growth
of the Taiwanese economy, people are in high demand for luxury products like apparel (Wen et al.,
2012). According to the information from The statistic Portal (2015), the apparel market has
experienced a steady growth over the past years, which provides an ideal condition for this study.

4.2 Data collection & Sample

The data for the quantitative survey was collected through a self-administered online questionnaire
via Qualtrics. For the ease of operation, the questionnaire was distributed based on the convenience
sampling technique. Participants can access the questionnaire through a link posted on social media
or sent to them via e-mail. They can respond to the survey whenever and wherever they find fit.
This approach enabled the collection of primary data in a short period of time without being restricted
by the geographical distance between Europe and Taiwan.

Among 221 responses, 66 of them were incomplete entries. Hence, a total of 155 surveys were used
for the analysis. The sample included 78.1 percent (121) female respondents, 20 percent (31) male
respondents, and 1.9 percent (3) others. In general, this gender distribution echoed with the ideas
that women enjoy shopping more than men and have higher involvement with retail environments
(Herter et al., 2014).
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Figure 3. Gender distribution

With respect to age, adults aged 18 years old and above participated in this survey. As shown in the
bar chart below, the age distribution spanned from 18 to 56 years old. Although the range is wide,
the frequency number peaked at age 27 with a count of 45 people. More than 70 percent of the

respondents are between 25 to 28 years old which indicated the major cluster of the age distribution.
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Figure 4. Age distribution
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4.3 Research method & Questionnaire development

The statistical techniques applied in this study are both simple and multiple linear regression analysis.
Multiple linear regression was used to examine the relative contribution of each tactic on the overall
variance of perceived relationship investments (H1-H7); in other words, the individual impact of the
relationship marketing tactics. As for the relationship between perceived relationship investment and
relationship quality (H8), and between relationship quality and behavioral loyalty (H9), the
hypothesized paths were examined using a series of simple regression analysis.

The questionnaire items (see Appendix) were mostly adapted from De Wulf et al. (2001), except for
the CRM tactics through social media, which were based on the article of Kang & Kim (2017). The
measures were rephrased to fit the apparel retail context. Most questions are fixed-response items
which require participants to choose from predetermined answers. The Likert scale with seven
response categories ranging from “strongly disagree” to “strongly agree” allows respondents to
indicate their level of agreement with the statements. The only exceptions are the scales used for
behavioral loyalty variable. Respondents were asked to drag the bar between 0 - 100 to indicate
their percentage of spending and choose from 0 - 10 to show the frequency of their patronage to
this specific retail store. Furthermore, to exclude unqualified participants, filter questions were asked
first regarding the experience of clothing purchases. The entries which selected no to the question
of "Have you ever made purchases in apparel retail stores” were discarded since the survey required

respondents to have personal shopping experience in retail stores.

As the study is conducted in the Taiwanese market, a native speaker translated the questionnaire
to Chinese for the ease of answering for respondents. Both English and Chinese scripts were
displayed together in the e-questionnaire to ensure a clear understanding. Prior to the publication
of the questionnaire, a pilot test was carried out with the help of five people to avoid the errors of

the content and potential misinterpretation from the translations.

4.4 Results

The purpose of this thesis is to study the effect of relationship marketing tactics on customer loyalty
in the Taiwanese market. After data cleaning, the mean was calculated for each variable using the
data from the questionnaire items. As for the operation, the software SPSS was employed to analyze
the hypothesized relationships between variables. The significance level was set at p=0.05 for all
the tests. To begin with, a summary of the descriptive statistics of each construct would be shown
together in Table 2 below. Although the moderating variables “product category involvement” and
“relationship proneness” were beyond the scope of this research, the statistics like the mean and

standard deviation would still be presented here for the references.
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Descriptive statistics for all constructs
All results discussed hereafter are based on the questionnaire, which mostly used a Likert scale for
the evaluation of the variables, as mentioned in chapter 4.3. This means that a specific value is
given to each level of the Likert scale with which the results will be evaluated. These values are the
following:

- The first level of the Likert scale represents the category “strongly disagree”. This level will

be given a value of 1.

- The second level is “disagree”. This level will be given a value of 2.

- The third level is “somewhat disagree”. This level will be given a value of 3.

- The fourth level is “neither agree nor disagree”. This level will be given a value of 4.

- The fifth level equals the category “somewhat agree”. This level will be given a value of 5.

- The sixth level is “agree”. This level will be given a value of 6.

- The last level of the Likert scale is “strongly agree”. It will be given a value of 7.
As for behavioral loyalty, the percentage of the total expenditure spent on the store (1-100%) were

divided by 10 to match the range of the scale value of patronage frequency (1-10).

With these values assigned, the results are calculated as shown in Table 2 below. Table 2 includes
the mean, standard deviation and the variance of the constructs. Among all the tactics, direct mail
has the least average scoring (M=3.84) while the marketer-dominated information quality (M=5.20)
and service content quality (M=5.11) on social media are the two highest perceived tactics from the
respondents’ perspective. Based on the average value of the 7-point Likert scale (3.5), respondents
appeared to be aware of the relationship investment (M=4.72) and perceived relationship quality
(M=4.98) positively. As for behavioral loyalty, the mean score 5.22 indicates the positive loyalty
level from the respondents. Last but not least, the participants showed a high level of involvement
with apparel products (M=5.80) and a strong tendency of engaging in relationships (M=5.31).

Table 2. Descriptive statistics

Construct M SD Variance
Direct Mail 3.84 1.64 2.70
Preferential Treatment 4.42 1.46 2.13
Interpersonal Communication 4.23 1.81 3.27
Tangible Rewards 4.53 1.55 2.40
Perceived marketer-dominated information

5.20 1.28 1.63
(s [SE=111a%
Perceived interaction quality 4.99 1.44 2.07
Perceived service content quality 5.11 1.22 1.49
Perceived relationship investment 4.72 1.46 2.12

Relationship quality 4.98 1.05 1.11




Behavioral loyalty 5.22 1.85 3.43

Product category involvement 5.80 1.02 1.04

Relationship proneness 5.31 1.16 1.34

Hypothesis testing

Linear regression analysis was employed to test the theoretical hypotheses. For hypotheses H1-H7,
a multiple linear regression was used to analyze the effect of all the tactics combined. The overall
model summary yields 0.739 for RZand 0.727 for adjusted R2 as shown in Table 3, which indicates
that the regression model accounts for approximately 72% of the variance of perceived relationship
investment (dependent variable). Furthermore, the p-value is less than the significance level
(p<0.05). Generally speaking, a high F value (F=59.51) also suggests a good fit with the
independent variables by assessing all the coefficients jointly.

Table 3. ANOVA result

Sum of Mean
Model :
Squares df Square F Sig.
Regression ‘ 241.366 7 34.481 | 59.514 .00QP
Residual ‘ 85.168 147 0.579
Total 326.534 154

Table 4 below indicates the significance level of each hypothesized relationship. In examining H1-h4
with original tactics from De Wulf et al. (2001), only interpersonal communication (H3) and tangible
rewards (H4) have significant positive impacts on the perceived relationship investment. Both tests
gave a p-value less than 0.05, which proves the hypotheses to be significant at the 95% level.
However, direct mail (H1) and preferential treatment (H2) are not supported by the test result, with
a p-value 0.1 and 0.08 respectively.

On the other hand, among the three RM tactics on social media suggested by Kang & Kim (2017),
both perceived marketer-dominated information quality (H5) and perceived interaction quality (H6)
carry significant impacts on perceived relationship investment. These two hypotheses are supported
based on the p-value 0.022 for H5 and 0.005 for H6. As for the perceived service content quality
(H7), the result turned out to be far from significant at the 95% level (p=0.646).

To conclude, a higher perceived level of interpersonal communication, tangible rewards, marketer-
dominated information quality and interaction quality on social media lead to a higher level of
perceived relationship investment. In particular, an increase in one level of the Likert scale for
interpersonal communication will on average lead to an increased perception of relationship
investment of 0.306 on the Likert scale, keeping all other variables constant. Furthermore, an

increase of one level on the Likert scale for tangible rewards will averagely lead to an increased
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perception of relationship investment of 0.237 on the Likert scale, again keeping all other factors
unchanged. For the variables adopted from Kang & Kim (2017), similar effects are observed. For the
perceived marketer-dominated information quality, an increase in one level on the Likert scale
results in an increase of relationship investment of 0.164 on the Likert scale, with all else unchanged.
In the case of perceived interaction quality, an increase of one level on the Likert scale will on
average induce an increase of perceived investment of 0.158 on the Likert scale, holding other things
constant. Among these four significant tactics, interpersonal communication has the strongest

impact on perceived relationship investment (standardized beta=0.381).

Table 4. Multiple linear regression result (H1-H7)

Unstandardized Standardized

Coefficients Coefficients

Model t Sig.
Std.

B Error Beta
(Constant) 0.030 0.309 0.098 0.922
Direct Mail 0.073 0.044 0.082 1.657 0.100
Preferential Treatment 0.129 0.073 0.130 1.761 0.080
Interpersonal 0.306 0.055 0.381 5.549 0.000
Communication
Tangible Rewards ‘ 0.237 0.058 0.252 4.064 0.000
Perceived marketer- 0.164 0.071 0.144 2.313 0.022
dominated
information quality
Perceived interaction 0.158 0.055 0.156 2.876 0.005
quality
Perceived service -0.034 0.073 -0.028 -0.461 0.646
content quality

a. Dependent Variable: Perceived relationship investment

For the second part of the analysis, H8 proposes that a higher perceived level of relationship
investment leads to better relationship quality. The finding confirms this hypothesis to be valid with
a p-value less than 0.05 (as shown in Table 5). Customers who perceive more relationship
investments experience a more positive relationship quality with the retailer. A scatter plot with the
linear regression line is also shown below to demonstrate the relationship between these two
variables. The R? score 0.527 suggests that approximately 52.7% of the variance in relationship

quality can be explained by perceived relationship investment.
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Table 5. Simple linear regression result (H8)

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 2.502 0.199 12.592 0.000
Perceived relationship 0.726
0.525 0.04 13.048 0.000
investment
a. Dependent Variable: Relationship quality
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Figure 5. Scatter plot with linear regression line (H8)

Lastly, H9 states that the higher relationship quality results in higher levels of behavioral loyalty
from the customers. The R2 for this hypothesized model indicates that only 10.3% of the behavioral
loyalty can be explained by the correlation of relationship quality and behavioral loyalty. Nonetheless,
relationship quality still revealed a significant relationship with behavioral loyalty as predicted (p-
value<0.05). To sum up, the statistic figures show that the positive paths of both H8 and H9 are
supported by the sample data.
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Table 6. Simple linear regression result (H9)

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error | Beta
(Constant) 2.407 0.686 3.509 0.001
Relationship quality 0.566 0.135 0.321 4.197 0.000
a. Dependent Variable: Behavioral loyalty
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Behavioral loyalty

R? =0.103

Relationship quality

Figure 6. Scatter plot with linear regression line (H9)
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5 Conclusions and Implications

This study set out with the aim of assessing the effects of relationship marketing tactics in the
context of Taiwanese apparel retail industry. The findings contribute to the existing research
regarding relationship marketing in several ways. First of all, the updated model includes new
relationship marketing tactics which reflected the emergence of social media in the business world.
These CRM tactics on social media together with the four tactics from the paper of De Wulf et al.
(2001) demonstrate what retailers could do to shape customers’ perceptions of relationship
investment. Prior literature about relationship marketing hardly paid attention to pull together new
tactics and investigate the impacts collectively. Second, the study improved the generalizability of
the findings from De Wulf et al. (2001) by conducting the survey in an Asian country. Apart from
the three countries (US, Belgium and the Netherlands) in which the prior investigation was carried
out by De Wulf et al. (2001), the relationships between perceived relationship investment and
relationship quality and the positive path from relationship quality to behavioral loyalty were also
examined and confirmed with the data from Taiwanese market. The result provides empirical

evidence that reinforced the support regarding the second half of the conceptual model (H8& H9).

With respect to the main research question, mixed evidence was found regarding the impacts of

relationship marketing tactics (H1-H7).

No empirical support was found for the hypothesized influence from direct mail (H1). A likely
explanation for this finding might be that the technology these days allows the information to be
delivered via more efficiently targeted marketing than direct mailing (Mitchell, 2003). For instance,
digital ads marketing has become the top ads display channel in Taiwan (GFK, 2017). In 2017, 60%
of the advertisements in the retail industry and information sharing was spread around through
digital ads marketing. People search for information online more than on print media. This shift

might be one of the reasons why direct mails are losing the impact in the Taiwanese market.

As for the rejected hypothesis of preferential treatment (H2), this result accords with the findings
from De Wulf et al. (2001). They suggested that customers might not appreciate being openly
treated differently and favored above other people. Plus, preferential treatments might trigger trade-
offs like negative bystander effects on other customers (Steinhoff & Palmatier, 2016). With the non-
significant result, it is implied that the retailers should not focus on investing in this tactic and avoid

putting customers in an uncomfortable situation.

The hypotheses for interpersonal communication and tangible rewards are both supported by the
data analysis, which were consistent with those of De Wulf et al. (2001). Interpersonal
communication (H3) proved to be the most effective determinant of perceived relationship
investment. This finding mirrors the fact that Taiwanese people score high in the “collectivism”
dimension from Hofstede’s (1987) theory of national culture. In the high collectivistic society, people

tend to rely on networks and desire a sense of belonging in a group. Considering the preferences of
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Taiwanese culture for a tightly-knit social framework, it is very likely that customers enjoy bonding
with store employees and develop friendships. This demonstrates a great opportunity for retailers
operating in Taiwanese apparel markets. Store management can focus on finding the right personnel
with strong social skills and a caring, friendly manner. Also, investing in training and motivating the
employees to care for customers would create benefits for retailers in terms of improved perceptions

of relationship investment.

As for tangible rewards (H4), the positive effects on perceived relationship investment are confirmed
significant. Although competitors can more easily imitate this tactic, the presence of tangible rewards
is still considered helpful in improving customer retention according to the result. In order to avoid
the “wear-out” effect resulting from the widespread of tangible rewards, the retailers might need to
fine-tune and limit the number of gifts or discounts. Nonetheless, it is worthwhile for retailers to

invest in such tactic considering its significant impact as shown in the result.

Surprisingly, among the three tactics adopted from the work of Kang & Kim (2017), perceived service
content quality (H7) is the only tactic that turned out to be insignificant. The hypothesized path from
perceived service content quality in social media to perceived relationship investment is not
statistically supported. It might be simply less powerful in the presence of the other tactics and less
valued by the customers. A further study with more investigations could be done to gain clearer

insights into the reasoning behind this finding.

On the other hand, perceived marketer-dominated information quality (H5) and perceived
interaction quality (H6) in social media were found to be positively associated with perceived
relationship investments. This result indicates that retailers could improve customers’ perception of
the relationship efforts by providing comprehensive marketer-dominated information, such as deals,
special promotions and discounts (Kang & Kim, 2017). Also, customers acknowledge the efforts
made by the retailer in maintaining the relationships when they can freely interact with others and
share content around on the social media platform. This echoed with the collectivism culture
background which explains the importance of networking and being connected to Taiwanese people.
Moreover, according to eMarketer’s survey in 2016, Taiwan is one of the most mobile countries in
the world with 73.4% of the smartphone user penetration (eMarketer, 2016). Being the second
biggest user of mobile data in the world, it is safe to say that people in Taiwan are connected online
more than ever (Morgan, 2018). Companies should take advantage of this phenomena by designing
social media programs that motivate customers to engage and share information. For example,
interactive digital advertising and virtual brand communities could be two effective ways of
marketing communication to develop relationships in social media (Chi, 2011). In short, the
emergence of social media has called for more investments from business and undoubtedly

influenced the development of relationship marketing strategies.

Last but not least, this study provided empirical evidence for the sub-questions “Do RM tactics
improve customer loyalty?” and “If so, how do these tactics influence customer loyalty?”. According

to the conceptual model, relationship marketing tactics influence customers’ perception of
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relationship investment, which plays an important role in determining relationship quality and
ultimately behavioral loyalty. These two hypothesized paths (H8& H9) are both supported in the
analysis of the sample data set. However, the low R? score of H9 indicates that there might be other
potential omitted variables in explaining the variation of behavioral loyalty. It is interesting to note
that relationship quality might not be sufficient for predicting behavioral loyalty despite of its
significant impact. Still, these findings support the idea that customers feel obliged to reciprocate
the retailer’s relationship investment by showing their loyalty in return (Bagozzi, 1995). To conclude,
retailers should implement relationship marketing by investing more in consumer relationships with

RM tactics since it will eventually pay off with increased consumer loyalty.

29



30



6 Limitations and Directions for future research

Despite of the empirical evidence and implications concluded above, the findings are subject to a

few limitations.

First of all, the method of data collection restricts the generalizability of the results. The sample data
was mainly collected through a link provided via social media platforms. Respondents were those
who have accounts on Facebook and were relatively active on social media platforms. Generally
speaking, these groups of people are also at a younger age. Moreover, this study relied on the
accessibility and proximity of convenience sampling. It is a non-probability approach which can’t rule
out sampling bias. To conclude, the sample data might not be representative of the entire population
in Taiwan. For future study, applying simple random sampling or quota sampling based on age or

gender is suggested for bias-free insights on this topic.

Second, the omission of important independent variables imposes limitation for this study. There
might be other crucial factors influencing customers’ purchasing decision, such as price, promotion,
quality of the products, reputation of the store and so on. As shown with the R2 score for H9 (R?
=0.103), the model can still be greatly improved. However, due to lack of time and resource, it's
not the aim of this study to be thorough and complete by analyzing all the potential factors. Moreover,
it would be interesting for future studies to compare the direct/indirect impact to customers’
behavioral loyalty from elements like 4P (product, promotion, price and place) together with those

from relationship marketing tactics.

Third, it was unfortunate to leave out the moderating variables: relationship proneness, and product
category involvement, due to limited time and scope of this study. In most of the sample data sets
in the study of De Wulf et al. (2001), these two moderators showed evidence of their intensifying
influence on the effectiveness of perceived relationship investments. In this study, the respondents
also showed high product category involvement (M=5.80) and relationship proneness (M=5.31).
These customer-related factors might also help strengthen the impact of perceived relationship
investment in shaping relationship quality in the context of Taiwanese apparel retail industry. Thus,
for further improvement of this study, it could be fruitful to compare data in the high and low level

of such customer characteristics.

Fourth, customer loyalty in this study was measured based on the behavioral dimension, which
included share of wallet and repeated consumptions. These two measurements provided a clear and
simple way to evaluate customer loyalty. However, assessing the value solely based on this construct
might not be sufficient and thorough. Loyal customers can create value for the firm in various ways
(Kumar et al., 2010). For example, the more satisfied a customer is, the more possible that he/she
influences other prospects through persuasive communications (e.g., word of mouth). Therefore, it
is suggested that future researches could include other indicators in better representing the whole
picture of behavioral loyalty.
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Fifth, this thesis referred a lot from the work of Kang & Kim (2017) regarding CRM tactics through
social media and their perspectives in the formulation of hypotheses. There was not enough
information about the direct influence of these tactics and perceived relationship investments found
outside the literature review from Kang & Kim (2017). Due to the limited research and evidence
regarding the role of social media in relationship marketing, there is still room for improvement in
the theoretical background of this part of the thesis. Furthermore, relationships developed in social
media could be more complicated than simply the difference like regular and non-regular clients.
For example, Ballantine & Brett (2004) outlined a typology of four types of relationships of media
users: devotees, insiders, tourists, and minglers. Each group of people possesses different levels of
social ties to the brand or other members. Thus, there might be different tactics required to satisfy
the customers, such as providing for informational needs, facilitating interactive environments, or
even co-creating contents. Simply put, there are potentially more effective tactics for different types
of relationships in social media which have not been closely examined to date. Ideally, it would take
a whole separate study in order to analyze the dynamics in social media and incorporate with
relationship marketing strategies. To keep up with the new age of web 2.0, it should be a prioritized
research field for future studies regarding other potential relationship marketing tactics on social

media.
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Appendix

Part 1. Introduction
BN E T

I B A RS 1945 » B3R B HOLE R B4 T B -
FRHTOR B B30T 59T 2 A+ $REUCR L 75 B G ABRIELA R -
AR T BRSO R - RN ISR T AT LA -
L -

[EEIERE AR S S 5 2 7 8Erysi] - S AIGE -

B
fRRE  E

R

Dear Respondent,

I am Ning Ya Yang, a master student from Hasselt University, Belgium.

This is a survey for my master thesis regarding relationship marketing.

It takes about 5-7 minutes to complete.

This is an anonymous survey, all the data gathered through this questionnaire would be used

exclusively for the purpose of this research.

Thank you for participating in the survey, your feedback is much appreciated!

Part 2 Filter question
Ql. THEZHEFHENEE B KA ?Have you ever made purchases in apparel retail stores?
H Yes & No

Part 3 Questions

PHEFE TGP RIATA R - SRS VS " i RS AR AkEfi5 " s [a] % - For the following
questions & statements, please answer based on your experience with "the one store that you
visited most frequently".
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(The answer scale used is 7 Likert scale as shown below.)

O O O O O O O
IFEEE [E%& Agree  HEIEE FEELA  ARAEE AEE IFEAREE
Strongly Somewhat  ¥f Neither Somewhat Disagree Strongly
agree agree agree nor disagree disagree

disagree

Direct mail
1. EFEELESEEGEEZ - This store often sends mailings to regular customers.
2. EFREEEEEHARMRIE RS EE - This store keeps regular customers informed through
mailings.
3. EREELEZREEEETFMHEMHELES - This store often informs regular customers through

brochures.

Preferential treatment
4. EE—REE > BXEIEEE T E KL - This store makes greater efforts for regular
customers than for nonregular customers.
5. [bEE—REFR > EREEHEEZEREEFFRE - This store offers better service to regular
customers than to nonregular customers.
6. [LHE—fEF » BFRPEIE BT ZEMEES - This store does more for regular customers than for

nonregular customers.

Interpersonal communication

7. BFIEE T E(LHFEAEIERE R - This store takes the time to personally get to know regular
customers.

8. EFJEETEHE %K - This store often holds personal conversations with regular customers.

9. EFEETEHMELEZHIR - This store often inquires about the personal welfare of regular

customers.

Tangible rewards

10. EFEUHEEIE ZH)%EE - This store rewards regular customers for their patronage.
11, BFRESRMHFE S EMNGEE HENREE - This store offers regular customers something extra

because they keep buying there.
12, EFETRAITIGEE HREAIZ F - This store offers discounts to regular customers for their

patronage.

Perceived marketer-dominated information quality
13, E{EE RV H B HEE P {E 5598 - This retailer's SNS promotes that they are trustworthy.
14. E{EE R AR nE R (L el B 5 N SIS ZOHE /E AT 5ERY - This retailer's SNS provides

information/advertisements that argue that it is secure to buy from them.
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15. EEE RAVH B IR (& o B SR AR B AR S 7 A I 4 =0 - This retailer's SNS
provides information/advertisements that say privacy will not be invaded when something

is bought online.

Perceived interaction quality
16. S {HE RATHEREIGER FRE r EEMAE ~ % RS EEEG EA A - This retailer's SNS enables
customers to share content/services/information with others.
17. B REEE(EE R AL RraEnh b ELEAt A5, ~ SHEECCRER, - Conversation, review, and opinion
exchange with others are possible through this retailer's SNS.
18. B REAE I (8B R AT B LA b Bl e o K oAt A SfI R E A A 4% - This retailer's SNS enables

customers to interact with each other and this store and to feel connected.

Perceived service content quality

19. fFEEE R RN FRE F IR T P BRIV EER - In this retailer's SNS, one can
easily find information/ content related to customers' policies (e.g., privacy and dispute
details).

20. TRiE{EE R AVHLEr NS FRA S B e B H HHMERAEEN < In this retailer's SNS, I can easily
find details about products and/or services.

21. friE(EE R AR EIRA SR EIE PR rMHRI A - In this retailer's SNS, T can easily find
details about customer service.

22, TriE{EE R AV RS FIRA SR EIBEE (BIA1E4E - 88555) - In this retailer's SNS, I can easily
find contact information (e.g., email addresses, phone numbers, etc.).

23. fEE EE A H B FRASHRE &R (FAE HEEva3E A& ) - In this retailer's SNS,

I can easily find a firm's general information (e.g., goals, owners, etc.).

Perceived relationship investment

4. BEFEGH.OIIE IS ZNESE - This store makes efforts to increase regular customers'
loyalty.

5. BRI MBS TN EHBEE IR (% - This store makes various efforts to improve its tie
with regular customers.

26. BFRIEIEEIFFLEEE R - This store really cares about keeping regular customers.

Relationship quality
27. BEER  WERIEARGFMNE% - As a regular customer, I have a high-quality relationship
with this store.
28. BFR)EHEEZTHINE IEREEDRE - I am happy with the efforts this store is making towards

regular customers like me.
29. HIHEEHCHIERENRI% - I am satisfied with the relationship I have with this store.

30. BF)EFEERINEE(E - This store gives me a feeling of trust.
31. FAHEEF)E - I have trust in this store.
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32, BRJESER—TEEE(STEIIEIZ - This store gives me a trustworthy impression.

33. RS B THES EFIENEEMZH—%5 - I am willing 'to go the extra mile" to remain a
customer of this store.

34. Fe¥HiEseER L - I feel loyal towards this store.

35. AIfEZE S LI R 2 - a2 SR EIr IR )% - Even if this store would be more difficult

to reach, I would still keep buying there.

Behavioral loyalty
36. fFiEFENHEEE SIRENRIRAETEE%7? What percentage of your total expenditures for
clothing do you spend in this store? (GEhugEhEGESEHEEIE L - Please drag the slide to

indicate the percentage. )
0 10 20 30 40 50 60 70 80 90 100

37. +RPFE SR ERARATRF R

at, how many times do you select this store? (G {kIB ALK EEIEFERHEE > {§ - Please chose

g

BEIESLREEIESEE? Of the 10 times you select a store to buy clothes

the number that indicate the frequency.)
o 1 2 3 4 5 6 7 8 9 10

Product category involvement '
38. EpyAkER - KB —(EeEREE B ERRAA - Generally, I am someone who finds it important
what clothes he or she buys.
39. AR - B —(EETEE EEERTY A - Generally, I am someone who is interested in the kind of

clothing he or she buys.
40. AR - B S E R E 2R A - Generally, I am someone for whom it means a

lot what clothes he or she buys.

Relationship proneness
41, HERYARER I =ER BRI ERIERYE B &K - Generally, I am someone who likes to be a regular
customer of an apparel store.
42, FERIARER - Foer M B E E £ [E— SR AREfilE - Generally, I am someone who wants to be a steady

customer of the same apparel store.
43, AR > e B T EE— S ARERIE T 2 H—%5 - Generally, I am someone who is willing to "to

go the extra mile" to buy at the same apparel store.

Part 4 Demographic Questions
44, SHRRAVAERS? How old are you?
45, FHEAIER]? What is your gender?
Male / Female / Others
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