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Summary

Purpose – The purpose of this paper is to develop and empirically test a model for examination of the
impact of different relationship efforts (financial bonding, social bonding, and structural bonding) made by
a retailer on key relationship marketing outcomes (trust, relationship commitment, and behavioral loyalty).

Design/methodology/approach – A cross department study in the financial services industry was
conducted based on three consumer samples (Department of Loans, Deposits, and Credit Cards)
drawn from XYZ Bank, one of the most famous banks providing merchant banking services in Taiwan.

Findings – SEM results indicate that retailers undertaking relationship efforts to loyal consumers can
positively affect these consumers’ attitudes and behavior. Besides, the findings suggest that financial
services with dissimilar attributes need different kinds and levels of service and relationship efforts.

Originality/value – Consequently, managers and employees of retail banks need to be trained,
motivated, and rewarded for making relationship efforts to regular consumers.
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Introduction

Relationship efforts increasingly become important as a source of consumer value. First,

consumers’ quality expectation related to consuming products and services have risen

(Crosby et al., 1990). Second, retailers are increasingly competing with each other on basis

of the same or highly comparable marketing tactics and strategies. Third, retailers are faced

with new challenges of the marketing atmosphere such as blurring boundaries between

markets or industries, an increasing fragmentation of markets, and shorter product life

cycles (Juttner and Wehrli, 1994). Furthermore, several authors have argued that when

companies offer similarly high levels of product or service quality, the delivery of relationship

benefits becomes an important mean of gaining competitive advantage (Berry, 1995;

Gwinner et al., 1998; Juttner and Wehrli, 1994; Wray et al., 1994).

This paper aims to test the relationship between relationship efforts, and relationship

outcomes (consumer attitude and behavior). The underlying concept of our paper is that if

relationship effort relates to behavioral outcome, then evidence of its impact on consumers’

behavioral responses (i.e. trust, commitment and behavioral loyalty) should be detectable.

Therefore, the sequences of relationship efforts on consumer behavioral intentions can be

viewed as signals of retention or defection and are desirable for monitoring. With that in

mind, our objectives are four-fold:

1. To summarize existing evidence about the behavioral sequences of relationship efforts

and relationship outcomes at the individual consumer level.

2. To offer a conceptual model of the impact of relationship efforts on relationship marketing

and particular behaviors that signal whether consumers remain with or defect from the

company.
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3. To report the results of an empirical study examining the relations between relationship

efforts and consumers’ behavioral intentions (i.e. trust, commitment, and loyalty).

4. To suggest a research agenda whereby information about individual-level behavioral

sequences of relationship efforts can be monitored and linked to relationship outcomes to

provide ongoing evidence of the impact of relationship bonding tactics on behavioral loyalty.

Conceptual framework and hypotheses

A tally with the study of Wulf and Odekerken-Schroder (2003) gives us the idea behind our

model. They defined a relationship effort as ‘‘any effort that is actively made by a retailer

towards a consumer, that is intended to contribute to the consumer’s perceived value above

and beyond the core product and/or service efforts received (Gwinner et al., 1998), and that

can only be perceived by the consumer after continued exchange with the retailer’’.

Generally speaking, a relationship effort refers to an effort that is actively made by a retailer.

For example, a ‘‘convenience benefit’’, resulting from the fact that a consumer gradually

learns where products are located in a convenience store, is not regarded as an actively

provided effort because the convenience store has no active role in its development.

Specifically, Fontenot and Wilson (1997) and Frenzen and Davis (1990) argued that

product/service efforts and relationship efforts offer two distinct and independent sources of

value. Product/service efforts correspond to what Parasuraman et al. (1994) referred to as

‘‘transaction-specific efforts’’ dealing with the exchange object and process surrounding

one particular transaction. In their framework, transaction-specific efforts consist of product

quality, price, and service quality (often measured by the SERVQUAL scales, including

tangibles, reliability, empathy, responsiveness, and assurance as dimensions). In this study,

we focus upon relationship-specific efforts beyond transaction-specific efforts as an

additional means of competitive differentiation (Storbacka et al., 1994).

Relationship efforts go beyond a one-time exchange, focusing upon a range of transactions

that are interrelated to past and future exchanges (Dwyer et al., 1987). While Parasuraman

(1997) indicated that ‘‘consumers may need to accumulate considerable experience with a

product before being able to accurately assess the extent to which a company’s offering

helps them realize their higher-order, abstract goals‘‘. Gwinner et al. (1998) stated that,

although consumers may report to receive relational benefits and believe these benefits are

important, they may not always be aware of their existence in early stages of a relationship

and may not have quantified their value yet. Therefore, Wulf and Odekerken-Schroder (2003)

suggest that it is inevitable that consumers are able to perceive a relationship effort for

applying effective relationship outcomes. Consequently, our definition stresses that

relationship efforts can only be perceived after a continued exchange with the retailer.

To determine the extent to which relationship marketing efforts contribute to consumers’

relationship outcomes, we assess the interconnection between trust and three relationship

marketing tactics (financial bonding, social bonding and structural bonding), constructs that

differ from Wulf et al.’s (2001) four relationship marketing tactics (tangible rewards, direct

mail, preferential treatment, and interpersonal communication).

Figure 1 represents a conceptual model that depicts the behavioral sequence of trust and

commitment as intervening variables between relationship bonding tactics and behavioral

loyalty. This portion is at the level of the individual consumer and proposes that relationship

efforts and consumers’ trust and commitment are positively related with respect to financial

services. Thus, relationship efforts, trust and commitment are determinants for whether a

consumer ultimately remains with or defects from a company. The specific hypotheses are

presented in the following sections.

Relationship bonding tactics

Bonds are the psychological, emotional, economic, or physical attachments in a relationship

that are fostered by association and interaction and serve to bind parties together under

relational exchange (McCall, 1970; Turner, 1970). While Wilson (1995) conceptualized two

types of bonds: structural and social, Smith (1998) proposed that functional bonds also
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serve to bind parties to a relationship. Based on this, Wulf et al. (2001) distinguish among

four types of relationship marketing tactics distributed across level one relationship

marketing: tangible rewards; and level two relationship marketing: direct mail, preferential

treatment, and interpersonal communication.

While Berry and Parasuraman (1991) divided the way retailers used to stimulate consumer

behavioral loyalty into three levels: financial, social and structural bonding tactics, others

also brought up similar relationship marketing classification (Williams et al., 1998; Armstrong

and Kolter, 2000). Therefore, we will continue to use the position Berry and Parasuraman[1]

have supported and state as below:

B Financial bonding tactics. A kind of bond stimulating consumer’s consumption motivation

and acquiring consumer’s loyalty by using price decision, such as price discounts, higher

interest rate, etc. This kind of integration emphasizes the pricing function of marketing

components. Besides, this kind of relationship bonding tactics is a little similar to

functional bonds provided by Smith (1998), and thus, is the multiplicity of economic,

performance, or instrumental ties or linkages that serve to promote continuity in a

relationship.

B Social bonding tactics. Social bonding tactics are personal ties or linkages forged during

interaction at work (Turner, 1970). Researcher include the degree of personal friendship

and liking shared by a buyer and seller (Wilson, 1995), as well as linking of personal

selves or identities through self disclosure; closeness; providing support or advice; being

empathetic and responsive; feelings of affiliation, attachment, or connectedness; and

shared experiences (Turner, 1970).

Although the effects of ‘‘social bonding tactics’’ can not replace ‘‘price attraction’’ yet, it

provides customized service, developing independent relationship, making consumers

trust and be satisfied with retailers’ service, and understanding, learning with consumer’s

needs and wants. Companies expressing friendship or gratitude with gifts to consumers

really had social meaning. Personnel can use these kinds of socializing tactics to build

stable relationship and promote relationship quality further.

B Structural bonding tactics. Structural bonding tactics are knots relating to the structure,

administration, and institutionalization of norms in a relationship. The rules, policies,

procedures, infrastructure, or agreements that provide formal structure to a relationship;

the norms or routines that informally govern interaction; and the organizational systems

and technologies that enable or facilitate interaction can provide psychological, legal,

and physical ties that bind parties to a relationship and make it difficult to consider other

exchange partners. This kind of bonding tactics here means providing structural solving

Figure 1 Conceptual framework
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program for consumers, thus, marketing programs with value-added advantages

provided by retailers.

By providing this level of relationship bonding tactics, companies can consolidate their

relationship with consumers. The kinds of value-added services provided from structural

integration are often technique related; they cannot only improve consumer’s efficiency and

productivity, but also are difficult to be emulated by competitors for heightened transforming

costs.

Trust

The development of trust is thought to be an important result of investing in dyadic

buyer-seller relationships (Gundlach et al., 1995). As relationship efforts are defined as

efforts that are actively provided by a retailer, the extent to which a retailer makes relationship

efforts can provide evidence to the consumer that the retailer can be believed, cares for the

relationship, and is willing to make sacrifices (Doney and Cannon, 1997; Ganesan, 1994).

The most deserve to be mentioned is that trust has been discussed widely in channel

literature. For example, Anderson and Weitz (1989) stated that the ‘‘mutual trust of a

relationship is strongly influenced by the level of communications in the dyad’’. In the same

way, a potential positive relationship between preferential treatment (social or structural

efforts) and trust was indicated by Gwinner et al. (1998). Finally, various marketing channel

studies postulated that favorable financial outcomes reflect the partner’s concern for the

welfare of the channel member, and therefore increase the channel member’s trust in the

partner (Ganesan, 1994; Scheer and Stern, 1992). As a result, a positive relationship

between tangible rewards and trust can be hypothesized.

H1a. A higher perceived level of financial bonding tactics leads to a higher level of trust.

H1b. A higher perceived level of social bonding tactics leads to a higher level of trust.

H1c. A higher perceived level of structural bonding tactics leads to a higher level of trust.

Commitment

Commitment is generally regarded to be an important result of good relational interactions

(Dwyer et al., 1987), they suggested that commitment is ‘‘fueled by the ongoing benefits

accruing to each partner’’. Besides, Moorman et al. (1993) suggested that consumers who

are committed to a relationship might have a greater propensity to act because of their need

to remain consistent with their commitment. In line with this, Bennett (1996) argues that the

strength of consumers’ commitment depends on their perceptions of efforts made by the

seller. Furthermore, several authors have empirically investigated the relationship between

relational performance, a construct that shows similarities to relationship investment, and

relationship commitment (Weitz and Bradford, 1999; Baker et al., 1999).

While relationships characterized by trust are so highly valued that parties will desire to

commit themselves to such relationships, several authors indicate that trust positively affects

commitment (Beatty et al., 1996; Gundlach and Murphy, 1993). In addition to conceptual

support for a trust-commitment relationship, there exists strong empirical evidence for a

positive path from trust to relationship commitment (Andaleeb, 1996; Doney and Cannon,

1997; Ganesan, 1994). According to Wulf and Odekerken-Schroder (2003), trust is

hypothesized to affect relationship commitment as it is expected to generate the following

benefits:

B it reduces the perception of risk;

B it increases the confidence of the buyer that short-term inequities will be resolved over a

long period; and

B it reduces the transaction costs in an exchange relationship.

These benefits should build attachment and create a desire to continue the relationship

(Andaleeb, 1996; Ganesan, 1994). However, the current study is one of few studies
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investigating the relationship between trust and relationship commitment in financial

services industry context. Therefore, we investigate the following hypothesis.

H2. A higher level of trust leads to a higher level of relationship commitment.

Behavioral loyalty

Commitment was not only an important characteristic to maintain fine and long-term

relationship (Hennig-Thurau and Klee, 1997), but also an expression of willingness that

consumers want to stay with retailers (Wulf et al., 2001; Odekerken-Schroder et al., 2003).

When the proportion of commitment becomes more remarkable, it is not difficult to infer that

the relationship on both sides becomes more stable. Hennig-Thurau and Klee (1997)

suggested that relationship quality is an antecedent of repeat purchase behavior. Wulf et al.

(2001) defined the construct of behavioral loyalty as a composite measure based on a

consumer’s purchasing frequency and amount spent at a retailer compared with the amount

spent at other retailers from which the consumer buys. In other words, behavioral loyalty is

measured as a unique combination of behavioral indicators, concordant with suggestions

made by Sirohi et al. (1998) and Pritchard et al. (1999). In the mean time, some empirical

evidence has also been found for relationships between dimensions of relationship quality

and behavioral loyalty (Bolton, 1998; Dick and Basu, 1994; Heskett et al., 1994).

Since we defined relationship commitment as ‘‘a consumer’s enduring desire to continue a

relationship with a retailer accompanied by his willingness to make efforts at maintaining it’’,

we assume that there exists a positive relationship between relationship commitment and

behavioral loyalty as a desire and willingness to imply higher chances of actual behavior. In

addition to this, several authors support the notion that relationship commitment motivates

buyers to act (Hennig- Thurau and Klee, 1997; Morgan and Hunt, 1994; Moorman et al.,

1993). Dick and Basu (1994) further stated that the stronger relationship commitment, the

more likely the buyer is to overcome potential obstacles in the buyer-seller relationship,

resulting in repeat patronage. Based on these insights, we formulate the following

hypothesis:

H3. A higher level of relationship commitment leads to a higher level of behavioral

loyalty.

Methodology

Study object and sample

In order to observe the behavioral sequence of the relationship marketing model of the

financial services industry, one of the most famous banks in Taiwan was chosen. The sample

bank XYZ Bank, founded in 1972, which is one of Taiwan’s leading financial institutions and

was one of the three largest trust banks in the 1970 s, offers a diverse range of banking

services to meet the needs of its consumers. At the end of 2002, it had a network of over

seven branches and representative offices and more than 300 employees in Taiwan. The

bank seeks to become the preferred bank for its consumers and is firmly committed to

continuous service quality improvements.

Data for the present study were collected from XYZ Bank’s consumers of Department of

Loans, Department of Deposits and Department of Credit Cards. With the assistance of XYZ

Bank, each department was provided randomly with equally 1,000 surveys (because of

nearly scale between the three departments) to their own consumers during the time period

from May 2002 to June 2002. To avoid demand effects, participants did not know the

researcher personally. The respondents were guaranteed that all answers were anonymous.

The final sample size with valid questionnaires were 396 for Department of Loans, 431 for

Department of Deposits and 216 for Department of Credit Cards, yielding a response rate of

39.6 percent, 43.1 percent and 21.6 percent respectively. Our sampling method was

successful in soliciting respondents with varied personal and firm characteristics, as is

shown in Table I.
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Measures development

The items related to all variables are included in Tables II and III. Most measures represent a

combination and synthesis of past formulations revealing comparable reliability scores (see

Table IV). Self-administrated questionnaires are used for all measures. All measures used for

the constructs in the model are shown in Table III, Table III and five-point scales are used

throughout the constructs.

Data analysis method and data examination

In our data examination process, we deleted cases incorporating missing values prior to

data analysis first. Second, we tested the assumptions underlying the use of structural

Table I Sample characteristics for the three departments

Deposit Loan Credit card
N ¼ 431 N ¼ 396 N ¼ 216

Consumer characteristics Department/number of cases % % %

Gender Male 47.6 46.5 47.7
Female 52.4 53.5 52.6

Occupation Commerce 38.5 43.7 43.5
Industry 8.4 13.6 11.1
Government 16.5 18.9 18.5
House keeping 14.2 7.6 7.9
Student 3.5 2.0 1.9

Education Graduate school 6.0 3.3 5.1
University 31.3 30.6 27.8
Senior high school 30.2 37.6 38.9
# High school diploma 32.5 28.5 28.2

Age #29 14.4 14.4 20.8
30-49 53.8 67.4 66.7
$50 31.8 18.2 12.5

Average monthly house income #50,000 36.0 37.1 37.0
50,001-80,000 43.8 46.5 29.2
$80,001 20.2 16.4 33.8

Table II Measurement model and confirmatory factor analysis: exogenous constructs

Item-construct loading
Exogenous constructs Standardized t-value Cronbach’s alpha
Department Loans Deposits Credits Loans Deposits Credits Loans Deposits Credits

Financial bonding tactics
1. FB1 0.88 0.78 0.82 21.57 18.54 14.01 0.9026 0.7340 0.8675
2. FB2 0.89 0.81 0.84 22.02 19.36 14.45
3. FB3 0.83 0.53 0.76 19.77 11.30 12.47
4. FB4 0.53 0.74 11.07 12.16

Social bonding tactics
1. Social B1 0.82 0.87 0.87 18.52 21.91 15.57 0.9029 0.8919 0.9273
2. Social B2 0.83 0.85 0.84 18.91 21.51 14.63
3. Social B3 0.78 0.85 0.82 17.94 21.37 14.09
4. Social B4 0.81 0.84 18.85 14.83
5. Social B5 0.79 0.79 17.94 13.45

Structural bonding tactics
1. Structural B1 0.78 0.83 0.85 16.94 20.34 15.25 0.9181 0.9177 0.9130
2. Structural B2 0.87 0.78 0.81 19.49 18.62 14.09
3. Structural B3 0.83 0.88 0.89 18.34 22.27 16.32
4. Structural B4 0.91 0.84 0.85 20.36 21.06 15.16
5. Structural B5 0.76 0.81 16.84 19.67
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equation modeling. With respect to sample size, we used somewhat larger sample sizes

given the risk of moderate normality violations (Hair et al., 1998). Normality was tested by

means of PRELIS2 based on the skewness and kurtosis of the observed variables (Bollen,

1989). All the samples revealed significant kurtosis and skewness p-values for most

observed variables. However, sample sizes were considered to be large enough to partially

compensate for the existing kurtosis, reducing biases in parameter estimates (Hair et al.,

1998). Finally, we tested for the existence of univariate and multivariate outliers. Our

analyses revealed there exists nearly none outliers.

As to our structural equation models, following Anderson and Gerbing’s (1988) work, the

models are tested using a two-stage structural equation model. First, we perform

Confirmatory Factor Analysis (CFA) to evaluate construct validity regarding convergent and

discriminate validity. In the second stage, we perform path analysis to test the research

hypotheses empirically. The path-analytic procedure is becoming common in studies (Li and

Calantone, 1998; Chaudhuri and Holbrook, 2001).

Overall model evaluation

In Table V, we report the values of the fit statistics. The chi-squares are all significant

( p , 0.05, Bollen, 1989), a finding not unusual with large sample sizes (Doney and Cannon,

1997). The values for CFI, NNFI, root mean square error of approximation (RMSEA), and

standardized root mean residual (SRMR) are acceptably close to the standards suggested

by Hu and Bentler (1995, 1999): 0.95 for CFI and NNFI, 0.06 for RMSEA, and 0.08 for SRMR.

Given that these batteries of overall goodness-of-fit indices were accurate and that the

model was developed on theoretical bases, and given the high level of consistency across

Table III Measurement model and confirmatory factor analysis: endogenous constructs

Item-construct loading
Endogenous constructs Standardized t-value Cronbach’s alpha
Department Loans Deposits Credits Loans Deposits Credits Loans Deposits Credits

Trust
1. Trust 1 0.84 0.85 0.87 0.8921 0.8820 0.8905
2. Trust 2 0.83 0.83 0.85 19.78 20.12 16.02
3. Trust 3 0.78 0.86 0.74 18.27 21.09 15.50
4. Trust 4 0.84 0.84 20.30 12.44

Commitment
1. Commitment 1 0.91 0.86 0.83 0.8915 0.8039 0.7708
2. Commitment 2 0.88 0.76 0.76 25.77 16.70 11.87

Consumer loyalty
1. Loyal 1 0.89 0.83 0.84 0.9014 0.8506 0.8748
2. Loyal 2 0.92 0.89 0.93 26.37 18.33 14.82

Table IV

Construct Source

Relationship bonding McCall, 1970; Turner, 1970; Wilson, 1995; Smith, 1998; Berry and Parasuraman, 1991; Williams et al., 1998;
Armstrong and Kolter, 2000

Financial bonding Smith, 1998; Turner, 1970
Social bonding Turner, 1970; Wilson, 1995
Structural bonding Developed for this study
Trust Doney and Cannon, 1997; Anderson and Weitz, 1989; Gundlach et al., 1995; Ganesan, 1994; Gwinner et al.,

1998; Scheer and Stern, 1992
Commitment Dwyer et al., 1987; Bennett, 1996; Moorman et al., 1993; Baker et al., 1999; Weitz and Bradford, 1999; Beatty

et al., 1996; Wulf et al., 2001; Gundlach and Murphy, 1993; Andaleeb, 1996; Ganesan, 1994
Behavioral loyalty Sirohi et al., 1998; Wulf et al., 2001; Pritchard et al., 1999; Bolton, 1998; Dick and Basu, 1994; Heskett et al.,

1994; Henning-Thurau and Klee, 1997; Odekerken-Schroder et al., 2003; Moorman et al., 1993; Morgan and
Hunt, 1994
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samples, no re-specifications of the model were made. This enables us to proceed in

evaluating the measurement and structural models.

Measurement model evaluation

We assessed the quality and adequacy of our measurement models by investigating

unidimensionality, convergent validity, reliability, discriminant validity, and metric

equivalence. First, unidimensionality was assessed on basis of principal component

analyses performed on all items. As all items loaded 0.65 on the hypothesized factor and

maximally 0.30 on the other factors, we can conclude that unidimensionality for each of the

constructs was obtained. Second, convergent validity was supported as a result of the fact

that the overall fit of the models was good, that all loadings were highly statistically significant

(po0:05) (Hildebrandt, 1987; Steenkamp and van Trijp, 1991). Third, reliability was

supported as a result of the fact that all Cronbach alpha values exceeded 0.70, indicating

acceptable reliability levels (Nunnally, 1978). Moreover, as can be derived from Table III, all

of the composite reliability measures are equal to or above 0.60, corresponding to Bagozzi

and Yi’s (1988) minimum values of 0.60. As a result, we can conclude that all constructs yield

satisfactory reliabilities.

Fourth, CFAs were used to test the adequacy of the measurement model. We used separate

CFAs for relationship efforts (financial bonding, social bonding and structural bonding) and

relationship behavioral sequence (trust, commitment, and behavioral loyalty). We estimated

the proposed measurement model using LISREL 8.52 (Joreskog and Sorborn, 1989, 1993).

The results indicate reasonable overall fits between the model and the observed data. As is

shown in Table V, for the relationship efforts construct CFA models, and relationship

outcomes construct CFA models or even the full model fit of measurement models (GFI) are

all higher than 0.90 (Bagozzi and Yi, 1988). Besides, NNFI and CFI are far exceeded the

recommended .90 threshold levels (Bollen, 1989; Hoyle and Panter, 1995; Hu and Bentler,

1995). These results demonstrated that the data reasonably fit the model again.

Path model and hypothesis testing

Table VI presents the assessment of overall model fit and the tests of research hypotheses of

each department. For the three departments, the estimated structural paths are visualized in

Figures 2, 3 and 4. All models show the hypothesized relationships between latent

constructs and their corresponding standardized path coefficients. Significant path

coefficients are thick-lined in each figure. In the three models, all significant relationships

between latent constructs are in the hypothesized direction. This provides strong evidence

Table V Goodness of fit statistics

Model/Construct x2 x2/df GFI AGFI RMSEA RMR SRMR CFI NNFI

Department of loans (N ¼ 396)
CFA-Exogenousd 90.71 54 0.97 0.94 0.041 0.021 0.036 0.99 0.99
CFA-Endogenouse 27.59 17 0.98 0.96 0.040 0.008 0.016 1.00 1.00
CFA-Overall 368.15 174 0.92 0.89 0.053 0.024 0.041 0.99 0.99
Structural model (Figure 2 – La) 280.79 173 0.94 0.92 0.040 0.022 0.038 0.99 0.99

Department of Deposits (N ¼ 431)
CFA-Exogenous 97.95 47 0.96 0.94 0.050 0.031 0.045 0.99 0.99
CFA-Endogenous 16.97 9 0.99 0.97 0.045 0.009 0.017 1.00 0.99
CFA-Overall 342.46 137 0.92 0.89 0.059 0.027 0.043 0.98 0.98
Structural model (Figure 3 – Db) 258.07 138 0.94 0.92 0.045 0.025 0.039 0.99 0.99

Department of Credit Cards (N ¼ 216)
CFA-Exogenous 96.89 58 0.94 0.90 0.056 0.025 0.039 0.99 0.99
CFA-Endogenous 35.26 17 0.96 0.92 0.071 0.021 0.039 0.99 0.99
CFA-Overall 253.49 172 0.90 0.86 0.047 0.025 0.042 0.99 0.99
Structural model (Figure 4 – Cc) 239.42 177 0.90 0.87 0.040 0.024 0.040 0.99 0.99

Notes: a L: Loans; b D: Deposits; c C: Credit cards; d CFA-Exogenous: CFA tests of the constructs of financial bonding tactics, social bonding
tactics and structural bonding tactics; e CFA-Endogenous: CFA tests of the constructs of trust, commitment, and behavioral loyalty
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Table VI Results of the proposed model

Assessment
Causal path Hypothesis

Expected
sign Path coefficient t-value ( p % 0.05)

Department: L D C L D C L D C L D C L D C

Financial bonding ! Trust H1a H1a H1a þ þ þ 0.21 0.59 0.11 3.96 3.02 1.35 s. s. n.s.
Social bonding ! Trust H1b H1b H1b þ þ þ 0.52 -0.16 0.39 9.39 -0.85 3.97 s. n.s. s.
Structural bonding ! Trust H1c H1c H1c þ þ þ 0.11 0.15 0.30 2.32 2.51 3.30 s. s. s.
Trust ! Commitment H2 H2 H2 þ þ þ 0.87 0.78 0.84 18.14 15.31 11.66 s. s. s.
Commitment ! Loyalty H3 H3 H3 þ þ þ 0.92 0.83 0.84 21.19 14.88 10.75 s. s. s.

Notes: L: Loans; D: Deposits; C: Credit Cards. Department of Loans: x2
ð173Þ ¼ 280:79, p ¼ 0:00, RMSEA ¼ 0:040; GFI ¼ 0:94;

AGFI ¼ 0:92; CFI ¼ 0:99; NFI ¼ 0:98; NNFI ¼ 0:99. Department of Deposits: x2
ð138Þ ¼ 258:07; p ¼ 0:00, RMSEA ¼ 0:045; GFI ¼ 0:94;

AGFI ¼ 0:92; CFI ¼ 0:99; NFI ¼ 0:98; NNFI ¼ 0:99. Department of Credit Cards: x2
ð177Þ ¼ 239:42; p ¼ 0:00; RMSEA ¼ 0:040; GFI ¼ 0:90;

AGFI ¼ 0:87; CFI ¼ 0:99; NFI ¼ 0:98; NNFI ¼ 0:99

Figure 2 Results of hypothesized framework: Department of Loans

Figure 3 Results of hypothesized framework: Department of Deposits
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for our conceptual model and its related hypotheses (support for H2, and H3; partially

support for H1).

Discussions and implications

Department of Loans – from the view of transforming cost

According to the results received from the Department of Loans, we could see that social

bonding tactics had the greatest power to determine the consumers’ relationship outcomes.

This finding may be interpreted, as a loan is a product with longer relationship duration, its

transform cost is higher than the cost for deposits or credit cards. Therefore, financial

services institutions should invest in training more polite and reliable personnel. Besides,

instantaneous services with high-speed; information about the time required for processing,

and consumers also need service accurate. The second powerful category of relationship

bonding efforts was financial bonding. The survey results showed that the interest rate, the

amount of the mortgage, and the value of security were identified as the most critical

financial bonding that influenced the consumers’ trust on retailers. The third powerful

category of relationship bonding tactics was structural bonding. The results showed that an

on-line inquiry system, the establishing of infrastructure, planning and advising on loans,

alliance with other industries, and issuing new financial products that could meet

consumers’ needs were substantial structural bonding tactics that banks should take strong

note of.

In general, interest rates are not finite tools to attract loans consumers or, needless to say, the

preservation of a consumer relationship. In Taiwan, banks often try to prolong their

relationship with consumers by providing many other value-added services, such as a

certain monetary guarantee, collateral, or money on bank deposit. These value-added

services represent a lift of credit rating to some extent. For instance, these services include

the privilege of using a VIP room; having the ease and comfort services of an honored

consumer, having exclusive parking facilities, and getting discounts on service charge.

These are all relationship bonding tactics that managers could employ for consumers of

loans.

Department of Deposits – era of low interest rates

According to the Taipei-based Central Bank of China, the gap between the interest rates for

loans and for deposits registered by general domestic banks narrowed to 2.66 percentage

points (4.22 percent-1.56 percent) in the second quarter of 2003. Therefore, people were

found to be calculating because of the sustained worldwide economic recession. According

to the results received from the Department of Deposits, the category of relationship bonding

Figure 4 Results of hypothesized framework: Department of Credit Cards
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efforts that had the most power on trust was financial bonding. Although interest reception

has become a deficient influence, the interest for time deposits is still part of a consumer’s

overall portfolio; hence consumers should haggle over every New Taiwan Dollar (NTD) on

interest rate. Moreover, safety, ease, and simplicity are all vital factors for the operation of

Department of Deposits.

While service quality was the main stream of the 1990’s, most financial service institutions

endeavored to get information out by word-of-mouth. Consequently, the human interaction,

courtesy, and the helpfulness of the Department of Deposits were thought to be essential,

but not factors that had much incremental effect. Therefore, the path coefficient of social

bonding tactics of the Department of Deposits is not significant. As to structural bonding

tactics, results showed that an on-line inquiry system (e-bank), the establishing of an

infrastructure, planning and advising regarding financial management, alliance with

different industries for convenience or value-added services, and the issuing of new

financial products to meet consumers’ needs were substantial structural bonding tactics that

banks should pay attention to in the operation of the Department of Deposits.

Generally speaking, it is not an easy thing for banks to maintain relationships with depositors

when interest rates are decreasing. In Taiwan, banks often try to prolong their relationship

with consumers by providing many other value-added services for consumers who have a

certain amount of money on deposit. Those may include the liberty of using a VIP room,

enjoying the ease and comfort services of being an honored consumer, exclusive parking

facilities, and discount on service charges. These are all structural bonding tactics that

managers can employ.

Department of Credit Card – financial incentives do not have consumer gravitation

Credit card service is a high manpower and computer intensified product. In the past,

financial attributes such as the interest for the credit, the speed, simplicity and ease of

issuing new credit cards, the thoroughness of billing, and other value-added attributes, such

as insurance and bonus points, were critical factors that influenced consumers to apply for

credit cards. With the changing era of ‘‘one man with many credit cards’’ and ‘‘low interest

rates’’, consumers begin to put emphasis on other attributes, such as the quality of

consumer service and other value-added activities.

From the results, social bonding tactics had the most power on the relationship outcomes for

the Department of Credit Cards; financial bonding tactics had the least power and were

insignificant. As was shown with social bonding tactics, an on-line service person’s

professional knowledge, courtesy, operation speed and accuracy are momentous social

bonding attributes. Thus, bankers should invest in training polite, professional, and reliable

personnel. Structural bonding tactics, such as gaining alliances with diversified industries to

get value-added advantages, as well as e-bank services, and other infra-structural facilities

are essential, too.

In Taiwan, banks often issue new credit cards without annual fees, especially gold and

platinum cards. These types of cards are those with various insurance premium discounts,

upgrade with insurance, accumulation of flying mileage (often with an upgrading of cabin

seats), cost-free parking in airports, and the use of a VIP room in an airport or the bank. They

would even offer touring discounts or an upgrade on hotel reservations. All these bonding

examples are types of relationship building and extension of that building.

A comparison of relationship outcomes

In terms of any relationship outcome construct, our results clearly reveal a significant

relationship from the construct of trust to the construct of relationship commitment in the

three samples, indicating that trust is important in consumer situations as consumers will

only be committed to a relationship with a retailer when they have trust in this retailer.

Therefore, we could infer that once consumers feel trust with a retailer’s relationship efforts,

consumers’ commitment to that retailer became stronger. As to the relationship between

commitment and behavioral loyalty, the results also showed that commitment in the three

departments had positively significant effects on behavioral loyalty. Consequently,
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researchers should be aware of the fact that, while relationship commitment is often

regarded as the ultimate relationship outcome, it is only able to explain a relatively part of the

variance in behavioral loyalty. It appears that there still exist variables than relationship

commitment alone influences behavioral loyalty. From the highly standardized path

coefficients presented in the former section, we reasoned that the more commitment

consumers have with their banks, the more loyalty consumers behave. Therefore, once

consumers perceive a higher relationship efforts or feel trust with a bank’s relationship

efforts, they will make a greater more commitment to that bank. Finally, consumers will feel

obligated to demonstrate their loyalty by remaining with the bank.

Contributions and managerial implications

This study was aimed at investigating the potential role of a retailer’s relationship efforts in

influencing consumer attitudes and behavior. To our knowledge, it is the first study that

demonstrates the effect of relationship efforts on trust in a retail bank setting. As the

development and sustainability of loyalty is increasingly difficult to achieve today and is still

surrounded with ambiguity regarding its underlying determinants, we believe that our

research makes a significant contribution to relationship marketing theory in two unique and

different ways. First, our model contributes to the existing literature by specifying how

financial services providers can guide consumer perceptions of the relationship efforts by

applying at least three different and specific relationship bonding tactics. Prior studies have

rarely investigated the role of such tactics in shaping consumer relationships. Second, our

study demonstrates why financial services providers benefit from investing in consumer

relationships by assessing the impact of relationship efforts on relationship outcomes and

ultimately on consumer behavioral loyalty. We tested these two research questions

comprehensively and rigorously by replicating the study across three departments within a

typical financial services institution.

With respect to our research outcomes, relationship marketing efforts were found to play a

differential, yet consistently positive role in affecting consumers’ relationship outcomes.

Today’s financial services providers increasingly offer comparable merchandises, copy

competitors’ price promotions, share common distribution systems, and treat consumers

well in terms of services offered, so there are increased opportunities that can derived from

this study’s results to direct greater attention to developing and implementing relationship

bonding tactics.

Another research portion of this study assessed the effect of trust on commitment and

ultimately behavioral loyalty. We expected trust to play an important role in determining

relationship commitment and that assumption was confirmed in all three samples. These

results support the findings of Bagozzi (1995) and Kang and Ridgway (1996), who argued

that consumers feel obligated to reciprocate a retailer’s investments in the retailer-consumer

relationship by increasing their loyalty to that retailer. This finding implies that it pays for

retailers to invest in consumer relationships, because such increased consumer relationship

will result in increased loyalty.

What concepts should bankers implement?

Marketing tactics are always focused on acquiring new markets and more consumers, often

neglecting how to maintain existing consumers. O’Brien and Jones (1995) criticized

suppliers’ equal treatment for all consumers, indicating this type of indifferent marketing by

investing in low-value, over-satisfied consumers would not only waste company resources,

but also dissatisfy the institution’s high-value consumers. Hence researchers discussed

actively the linkage between each relationship level and the effects of different rewards on

different levels of consumer loyalty. Here are some suggestions of which managers of banks

should take note.

While our study did not incorporate product or service efforts, it indicates that relationship

efforts are important drivers of consumer value. As today’s retailers increasingly offer

comparable merchandise, copy competitors’ price promotions, share common distribution

systems, treat consumers well in terms of services offered, they increasingly have difficulties
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differentiating themselves (Berry and Gresham, 1986; Ghosh and Ling, 1994).

Consequently, retailers should direct more of their attention at developing and

implementing relationship efforts. Our study suggests that consumer loyalty strategies

can be built around these relationship efforts. Therefore, managers and employees of retail

companies need to be trained, motivated, and rewarded for making relationship efforts to

regular consumers. In addition, several scholars warn that tangible rewards generally do not

lead to sustainable competitive advantages. They refer to the reality that price is the element

most easily to be imitated of the marketing mix, that some consumers may react

opportunistically, and that already-loyal consumers can be ‘‘unnecessarily’’ rewarded

(Berry, 1995; Christy et al., 1996; O’Brien and Jones, 1995). Nevertheless, O’Brien and

Jones (1995) advocated that rewarding strategies can lead to sustainable competitive

advantages if such strategies are no short-term promotional give-away, but planned and

implemented parts of a larger loyalty management strategy. This study provides strong

empirical support for the potential competitive advantage resulting from the practice of

rewarding consumers for their patronage.

As a result, bankers should not only invest more heavily in consumer relationships but also

pay equal attention to find consumers who are most receptive to such investment. In addition

to the more traditional criteria of product-market segmentation, such as market size, market

growth, and expected market share, segmenting consumers according to their levels of

consumer relationship likelihood or product involvement could positively affect an

institution’s expected share of the financial market and its share of consumers.

Note

1. The word ‘‘bonding‘‘ refers more to an on-going process, and ‘‘bonds‘‘ to a relationship that has

already been established. In this paper, we use the word ‘‘relationship bonding‘‘ in place of

‘‘relational bonds‘‘ or others, meaning an on-going marketing process.
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