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ABSTRACT 
 
 

The loyalty construct has extensively been utilized as a core part of loyalty research. A large portion of loyalty 
research has attempted to explain if and why loyal consumers are more profitable for firms, mental models of 
satisfaction and loyalty, and guidelines for marketing strategies.  However our literature review shows little 
progress has been made in this are in approximately eighty years of research.  In this article, we propose a 
conceptual definition of consumer loyalty, synthesize and discuss the probable extrinsic factors of loyalty within a 
framework that is useful to scholars and practitioners, and challenge loyalty scholars to develop and utilize 
standard measures based upon these constructs. 
 
 

INTRODUCTION 
 
 

 Consumer loyalty has been a topic of great interest to marketers for years. The notion that loyal consumers are   
more profitable has sparked the interest of both practitioners and academicians in the topic.1  In 1923, Copeland 
wrote an article describing the theoretical relationship between brands and consumers’ buying habits.  Albeit with 
different terminology, described a continuum of consumer loyalty that incorporated both behavior and attitude.  
Throughout the next eight decades researchers have argued for measurements of loyalty that were strictly 
behaviorally based (e.g., Burford, Enis, and Paul, 1971; Cunningham, 1956; Passingham, 1998; Olsen, 2002; 
Tucker, 1964) or strictly attitudinal based (e.g., Bennett and Kassarijian, 1972; Guest, 1942; Jain, Pinson, and 
Malhotra, 1987; Perry, 1969).  Numerous authors have echoed Copeland’s original thought and argued for a two-
dimensional construct with both behavioral and attitudinal components (e.g., Backman, 1991; Chaudhuri & 
Holbrook, 2001; Day, 1969; Gahwiler and Havitz, 1988; Newman and Werbel, 1973; Oliver, 1999; Pritchard, 
Howard, and Havitz, 1992).  Tucker (1964) strongly advocated using a purely behavioral measure of loyalty, not 
because he dismissed the importance of attitudes, but because he predicted scholarly confusion would ensue if 
attitudes were included in the operationizations of loyalty.  An objective reader of the literature would find 
significant support for Tucker’s forecast. 

                                            

1 The authors thank Bob Nason, Tom Page, Ruth Bolton, and the anonymous reviewers at JABA for their 
helpful comments. 
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 Jacoby and Chestnut's (1978) extensive review of the brand loyalty literature, indicated that most, if not all, of 
the published work suffered from extensive problems and that the results would probably not stand up to rigorous 
empirical analysis.  "Despite more than 300 published studies, BL [Brand Loyalty] research is kept afloat more 
because of promise than results."  They bemoaned the lack of an established conceptual base for operationalizations, 
which resulted in inconsistent and ambiguous measurements and definitions along with problems with arbitrary 
cutoff criteria.  In addition, Jacoby and Chestnut criticized researchers for their simplistic perspectives on loyalty 
(e.g., failing to consider multibrand loyalty, ignoring the larger perspective of loyalty and disloyalty, concentrating 
on static behavioral outcomes vs. dynamic causative factors) as well as noting many basic methodological errors 
(e.g., using inappropriate or undefined units of measurement, or confounding relationships with other measures of 
loyalty).  Pritchard, Havitz, and Howard (1999) referenced acknowledgements dating back to 1971 that the literature 
has focused on measuring loyalty, but fails to answer the question “Why are consumers loyal?” and they concluded 
that this predicament is still true.  Our review of the current research indicates that the situation has not changed (see 
Choi, Kim, Kim and Kim 2006; Chandrashekaran, Rotte, Tax and Grewal 2007; Palmtier, Scheer and Steenkamp 
2007).  Researchers have determined that little truly known about loyalty and called for investigation into the 
fundamental meaning of loyalty (Oliver, 1999; Chandrashekaran, et al 2007), determining the long-term 
consequences of loyalty (Iwasaki and Havitz, 1998), and investigating additional loyalty antecedents (Pritchard et al, 
1999).  To fill this gap we build on our previous article dealing with intrinsic factors of loyalty (see Gentry and 
Kalliny 2008) by looking at the extrinsic factors of loyalty. 
 

The threefold objectives of this article are to: 
1. Propose a common lexicon of loyalty by synthesizing the existing literature 
2. Discuss the probable extrinsic factors of loyalty within a framework that is useful to scholars and 

practitioners 
3. Challenge loyalty scholars to develop and utilize standard measures based upon these constructs 
 
 

A COMMON LEXICON 
 
 

The majority of the existing literature on loyalty may be loosely classified as either consumer research or leisure 
research, with these terms incorporating all the contributing specialties (e.g., marketing, psychology, sociology, 
etc.).  Even those researching voting behavior generally support the notion that people use the same general 
consumption processes for buying and voting (Crosby and Taylor, 1983).  Both leisure and consumer researchers 
utilize loyalty constructs, but a direct comparison of the respective research is hampered by the different focus of the 
two groups.  While consumer researchers are generally more interested in product and service commitment, leisure 
researchers tend to focus on activity adherence (Gahwiler and Havitz, 1998).  Therefore, a conceptual definition of 
loyalty should apply equally well to both schools of thought.  Thus, increasing the reliability of – or more 
realistically, enabling – comparisons of research by loyalty scholars from complementary disciplines. 

 
 

A Conceptual Definition of Loyalty 
 
 

 Oliver (1999) stated that a good definition of loyalty must tap into the psychological meaning of loyalty, not 
merely record what the consumer does.  This echoes the original vision of Copeland (1923), yet the body of loyalty 
research cyclically undergoes phases where behavior – or less frequently, attitudinal – measures are thought to be 
self-sufficient.  Then someone will point out that the emperor has no clothes and the cycle will start anew.  It is with 
the hope of breaking this cycle that a conceptual definition is proposed.  Since the definition contains behavioral and 
attitudinal components, operational derivatives should also incorporate both types of measures. 
 
 Loyalty is a dynamic, favorable bias for a construct, which is always evoked for a relevant selection by a 
decision-maker; and a preferred construct will usually be selected over non-preferred alternatives in ceteris 
paribus situations. 
 



 

  JABA 83 

Why Not Use Consumer Volition?  
 
 
Some researchers have argued that consumers can not be loyal without free choice, or that monopolistic studies 

have minor value due to the inherent difficulties in adequately differentiating between those who would be loyal in 
the face of other options and those who only buy from a lack of choice (e.g., Jacoby and Chestnut, 1978; Pritchard et 
al, 1999).  However, there are both theoretical and practical reasons to investigate loyalty in monopolistic settings.  
Many currently regulated monopolies will be facing competition in the near future (e.g., local telephony companies, 
power utilities).  It is reasonable to expect that consumers of such monopolies may be split between loyal and aloyal 
consumers.  And while this distinction may make little difference today, it makes a vast difference once competition 
appears.  A measure of current customers’ loyalty would be of great interest to both the existing monopolies and 
their potential competitors.  A monopolistic setting could actually facilitate loyalty research as a researcher could 
ignore the competitive factors that plague other studies (e.g., buying because the competition has a special 
promotion).  The problem of differentiating between loyal and non-loyal consumers remains, but that is true of any 
loyalty research (i.e., individuals are not necessarily loyal to what they consume).  

 
 

Why Not Use Frequency of Use or Breadth of Consumption?  
 
 
Measures that capture frequency of use will be difficult to compare with other findings because the measure is 

very situational (e.g., Jacoby and Chestnut, 1978; Iwaskaki and Havitz, 1998).  For example, if a consumer buys a 
new car once a year, that is very frequent consumption.  However, if the same consumer purchases gum once per 
year, an observer would judge that to be an infrequent use.  Thus, if frequency of use is operationalized as a measure 
of loyalty, some method of standardization will be required in order to enable comparison across studies. 

 
There is a conceptual problem with this as well.  Why should frequency of use be a determinant of loyalty?  

After all, one can certainly be a loyal customer yet be an infrequent shopper.  For example, someone may only buy 
vehicles from General Motors™, but only purchase a new car about every 10 years.  Competitive forces also may 
induce variation in frequency of use.  For example, the current trend in the toilet tissue market is toward larger and 
larger packages, resulting in consumers being less and less often in the market for such products.  This continual 
decline in frequency of purchase could skew some behavioral loyalty measures (Passingham, 1998). 

 
Obviously, more frequent purchases result in more profit to the consumer's favored firm.  Likewise, consumers 

that purchase a greater range of goods or services from a firm are more profitable consumers than consumers who do 
not.  As one might expect, researchers who operationalize frequency of purchase and/or breadth of consumption into 
their loyalty constructs discover that loyal consumers are more profitable than regular consumers (e.g., Hallowell, 
1996; Choi et al 2007).  The conclusion that the customers who consume the most (either in terms of quantity or 
depth of consumption) are the most profitable customers is hardly surprising.  Cunningham (1956) stated that 
consumption would only be interesting in the context of loyalty if there was a correlation between loyalty and 
consumption and his behavioral-based studies found no such correlation.  Passingham (1998) exclaimed "some 
loyalty is obviously worth more.  Low spending individuals might be highly loyal to an offering but offer low 
potential for profit or growth."  However, we should not confuse frequency of consumption with loyalty.  By 
aggregating these two concepts into one construct our understanding of both factors is lessened.  

 
 

What About Consumers Who are Loyal to Multiple Alternatives?  
 
 

When researchers have investigated the issue of mixed loyalties, their findings have consistently indicated this 
to be typical consumer behavior.  Multibrand loyalty goes by many names.  For example, Cunningham (1956) 
referred to secondary loyalties, Dowling and Uncle (1997) discussed duplicate buyers and polygamous loyalty, 
Sharp and Sharp (1997) found divided loyalty, and Passingham (1998) studied multiple loyalty. 
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Given the objective of a lexicon that can be used by all loyalty scholars, multibrand loyalty and duplicate buyers 
are too specific for this situation.  For example, an exercise-buff who prefers both jogging and swimming is loyal to 
multiple alternatives, but brand purchase is not a factor in his loyalty.  It is proposed that polygamous loyalty be 
defined as simultaneous loyalty to multiple alternatives.  Divided loyalties specifically refer to the special case of 
polygamy where the consumer equally desires the given alternatives.  Otherwise, the preferred alternatives should be 
ordinally labeled by consumer preference (i.e., primary, secondary, tertiary, etc.). 
 
 
A Continuum of Loyalty 
 
 

Reichheld and Teal (1996) proposed using a loyalty coefficient to aid in comparing consumer loyalty.  From 
their research, they found that some consumers would switch for a 2% discount, some for a 40% discount, and some 
would not switch for even larger discounts.  This loyalty coefficient is a very useful variable.  With minor 
calculations, it could be used for segmenting consumers into a standard loyalty continuum; thus enabling researchers 
to compare consumer loyalty across various situations.  If researchers would measure the loyalty coefficient, they 
could then compute its mean loyalty coefficient for their sample.  Assuming normal distribution, one could 
standardize the output in terms of deviations away from the norm (see Figure 1).  A high loyalty coefficient means it 
would take an above average incentive to switch the consumer; thus, the consumer is highly loyal.  Likewise, a low 
loyalty coefficient indicates that a consumer would switch to another alternative for a below average incentive (i.e., 
is not very loyal). 

 

Figure 1:  Standard Normal Loyalty Distribution

inert loyaltyaloyalty
excess 
loyalty

promiscuity little 
loyalty
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The concept of a loyalty continuum has support within the literature (e.g., Burford et al, 1971; Copeland, 1923; 

Oliver, 1999).  Passingham (1998) stated that to really understand loyalty, one must understand the committed and 
uncommitted consumers.  Thus, this loyalty continuum starts with aloyalty.  The proposed continuum would also 
enable loyalty scholars to perform a reliable meta-analysis of future literature.  It has three primary loyalty 
classifications:  aloyalty, inert loyalty, and active loyalty.  However, the continuum also easily segments into five 
parts:  promiscuity, little loyalty, inert loyalty, high loyalty, and ultimate loyalty. 
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Aloyalty – a lack of bias for a construct which may or may not be evoked for a relevant selection; and such a 
non-preferred construct will probably not be selected over preferred alternatives in ceteris paribus situations.  In 
other words, aloyalty is defined as the lack of loyalty.  Promiscuity (Dowling and Uncle, 1997) is an alternative term 
and it is proposed that this term be reserved for those on the far left side of the loyalty continuum (i.e., promiscuous 
consumers have individual loyalty coefficients that are two or more standard deviations less than their population 
norm).  If this level of detail is used, little loyalty is reserved for the consumers whose loyalty coefficients are one to 
two standard deviations less than their population norm. 

 
Inert loyalty – Most consumers are expected to fall within this classification.  By definition, 68.26% of 

consumers have inert loyalty, defined as consumers whose individual loyalty coefficients fall within one standard 
deviation of the appropriate population norm.  The name derives from the assumption that most consumers are 
repeat consumers due to habit or inertia (e.g., Day, 1969, Iwaskaki and Havitz, 1998). 

 
Active loyalty – There are many terms for various conceptions of highly loyal individuals.  To paraphrase the 

Sharps (1997), active loyalty is greater consumption by individuals than would be the norm.  This is similar to 
Dowling and Uncle’s “super” loyalty.  More specifically, it is proposed that active loyalty be used for consumers 
whose loyalty coefficients are greater than one standard deviation more than their population norm.  For those who 
wish a finer degree of segmentation, high loyalty specifically refers to those consumers whose loyalty coefficients 
fall between 1 and 2 standard deviations above the population norm.  And ultimate loyalty is reserved for those 
consumers whose loyalty coefficients are two or more standard deviations above the population norm.  This term 
was used by Oliver (1999) as the highest stage in his loyalty continuum. 

 
 

What About Consumers Who Change Loyalties to Another Alternative? 
 
  

Disloyalty should be reserved for consumers who were loyal to a construct, but have switched their loyalties to 
another, competitive alternative.  In order to be disloyal, a consumer had to be loyal in the past.  In other words, 
aloyal consumers can not be disloyal consumers if they were never loyal consumers.  However, for how long should 
consumers be considered disloyal after they have switched their loyalty?  In other words, when does disloyalty 
expire and become replaced with loyalty for the competitor construct?  In their review of the literature on habitual 
behavior, Wood et al (2002) concluded that “past behavior is the primary predictor of future behavior when habits 
have developed through past repetition in stable contexts...”.  Thus, we can define that disloyalty expires once a 
consumer has developed a habit of buying the alternative product. 
 
 

FACTORS OF CONSUMER LOYALTY 
 
 

The factors of consumer loyalty have been grouped into extrinsic and intrinsic classifications in order to group 
similar and/or related factors.  While there are several ways that this could be done, it is intended that this method 
will facilitate analysis, model building, exposition, and the identification of different types of implications.  The 
theoretical factors of extrinsic loyalty are those factors that are outside the direct control of the typical marketing 
manager.  Correspondingly, the theoretical factors of intrinsic loyalty are those factors generally within the direct 
control of marketing managers.  This paper discuses the theoretical factors of intrinsic loyalty.  See Gentry and 
Kalliny (2008) for a discussion on the theoretical factors of extrinsic loyalty. 
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FIGURE 2: THEORITICAL FACTORS OF CONSUMER LOYALTY 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
Theoretical Factors of Intrinsic Loyalty 
 

Social Worlds.  Gahwiler and Havitz (1998) stated that “Social worlds consist of people, organizations, 
activities, and practices in which participants have shared understandings of unique cultural elements.”  Indeed, 
social worlds may be considered as cultures into themselves as traditional cultures are founded upon a central core 
identity and require loyalty from their members (Fisher, 1997).  Oliver (1999) called this concept a “village 
envelopment” while Achrol and Kotler (1999) preferred “opportunity network.”  Consumption communities are 
social worlds whose core element revolves around a product as well as a way of life.  A classic example of a social 
world is H.O.G., an acronym for Harley Owners Group with an insider joke built into the name itself (i.e., “hog” is 
biker shorthand for a Harley-Davidson motorcycle).  Harley-Davidson, Inc. founded this social world in 1983 to 
"reinforce the strong loyalty amongst its family of riders."  (Harley-Davidson, 2000).  They had 33,000 members 
enroll the first year and by 1999 their membership passed half a million loyal consumers.  While social worlds can 
and do grow without corporate involvement, (e.g., the St. Paul Atari Computer Enthusiasts group is thriving despite 
the demise of Atari), many social cultures have a corporate sponsor.  Achrol and Kotler (1999) warned that the most 
important asset in a social world is the trustworthiness of those running it. 

 
Proposition 1. Members of a social world will have a higher degree of involvement with the relevant 

loyalty construct than non-members. 
Proposition 2. Consumer trust toward the sponsoring firm will be correlated with the percentage of 

relevant consumers who join the social world. 
Proposition 3. Members of a relevant social world will have a higher mean loyalty coefficient than the 

mean of consumers who are not members of the relevant social world. 
Marketing managers of products that have the potential for a “cult” following should seriously consider initiating a 
social world and methods for supporting its growth (e.g., the Harley-Davidson website can put interested viewers in 
contact with a local H.O.G. chapter). 
 

Satisfaction.  Reichheld and Sasser (1990) provided anecdotal support that loyal customers provide positive 
word-of-mouth which generates ample new business.  Reichheld and Sasser referenced one of the leading US home 
builders whose own research indicated that over 60% of new sales were the results of referrals by satisfied clients.  
Researchers typically define satisfaction as a function of perceived quality vs. expected quality (Anderson and 
Sullivan, 1993; Pritchard et al, 1999) where the difference between prepurchase expectations and perceived quality 
is disconfirmation.  Assimilation theory states that if the difference between prepurchase expectations and perceived 
quality is small enough to fall within a consumer's "latitude of acceptance," disconfirmation does not occur.  In these 
cases, assimilation occurs instead of disconfirmation (Anderson and Sullivan, 1993).  Anderson and Sullivan also 
found that dissatisfaction, or negative disconfirmation, is more damaging than the equivalent amount of positive 
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disconfirmation is helpful.  Oliver (1999) dubbed this the "bane of satisfaction-based loyalty" because the 
satisfaction itself can become a negative if competitors can show why their offering is better. 

 
As with most loyalty factors, satisfaction is a dynamic construct.  Many researchers have found that 

dissatisfaction itself can be minimized, or even reversed, by effective complaint handling and positive customer 
service (e.g., Anderson and Sullivan, 1993; Keaveney, 1995).  Braun (1999) found that postexperience advertising 
could also positively influence satisfaction, even with consumers who were very dissatisfied before the advertising 
exposure.  Braun’s research indicated that the advertising actually distorts the consumer’s memory of the event by 
affecting the reconstructive stage of recall. 

 
Proposition 4. There is a positive relationship between a consumer’s satisfaction with a loyalty 

construct and his probability of referring the loyalty construct to a potential consumer. 
Proposition 5. There is a negative relationship between a consumer’s satisfaction with a loyalty 

construct and his probability of warning a potential consumer to avoid the loyalty 
construct. 

Proposition 6. There is a positive relationship between a consumer’s satisfaction with a loyalty 
construct and his loyalty coeficient for the construct. 

Given the asymmetric nature of disconfirmation, marketers should carefully consider tradeoffs between reliability 
and quality.  They should also closely monitor their consumers for potential problems.  If problems exist, marketers 
have many tools at their disposal (e.g,. customer service, advertising).  However, they must first recognize the 
problem.  Keaveney (1995) found that while 75% of disloyal consumers told at least one person why they switched, 
only 7% notified the offending firm. 
 

Perceived Offering.  Be it activity, service, product, et cetera, the perceived offering is what the consumer 
expects to receive in exchange for his contribution (e.g., time, money).  In other words, the perceived offering is the 
“expected quality” in the satisfaction construct (i.e., once the transaction has occurred, the consumer compares his 
original expectation with his new perception).  The perceived offering is the entire package that the consumer 
considers.  So, in addition to the product/service/activity, it also includes all other perceived costs and benefits. 

 
The uniqueness of the offering is a key factor in attracting loyalty. Companies that constantly produce high-

quality goods tend to have loyal customers (Anderson and Sullivan, 1993).  However, Oliver (1999) considered 
product superiority the weakest form of loyalty since the consumers that are attracted by the superior attribute may 
be expected to switch to any competitor who offers even an incremental improvement.  Conversely, if a consumer 
can not easily compare alternatives, one would expect him to be less likely to switch over incremental 
improvements.  Indeed, Anderson and Sullivan (1993) discovered that disconfirmation frequency increases as the 
ease of evaluating quality increases. 

 
Much of the loyalty literature focuses on price as the consumer’s primary cost and neglects the impact of other 

constraints such as time consumption or additional requirements (Parasuraman and Grewal, 2000).  For example, 
someone considering taking up motorcycling may consider the cost of the bike, other initial costs (such as the 
legally required safety equipment and the hassle of getting a state license), plus ongoing costs (such as annual 
property taxes, insurance, fuel, and maintenance).  Consumers’ perceived costs or constraints have been found to 
cause disloyalty to an activity (Backman, 1991) and it seems reasonable that this finding may apply to a general 
theory of loyalty.  In a recent study of soft-drink consumption, Huang and Yu (1999) concluded that the consumers 
that tended to be loyal were the ones who were sensitive to price promotions while those consumers without 
loyalties tended to ignore coupons and special offerings.  This is quite contrary to the empirical findings of 
Cunningham (1956) and the theorizing of Day (1969).  Cunningham found that special price offers or deals had little 
impact on those who were loyal to a particular product and found a high correlation between purchasing on deals 
and those with low brand loyalties.  These studies should be comparable as Cunningham’s sample consisted of low-
price, frequently purchased items of which soft drinks are a sub-set.  This contradiction in results can be partially 
explained by differences in measurement.  However, the contradictory conclusions of these studies exemplify the 
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need for a common set of definitions and measures.  Cunningham’s analysis seems more intuitively correct and 
aesthetically pleasing; however, further empirical research is required to resolve this issue.2 

 
Proposition 7. A consumer’s perception of a relatively high number of constraints will have a negative 

relationship to his loyalty coefficient. 
Proposition 8. A consumer’s perception of the uniqueness of the loyalty construct will have a positive 

relationship with his loyalty coefficient. 
Proposition 9. Loyal consumers will be less likely to switch to a highly promoted alternative than aloyal 

consumers. 
Marketers should stress the advantages of their loyalty construct that can not be readily compared to the alternatives.  
In addition, marketers should be aware of the potential constraints of their offering and develop methods for 
overcoming these constraints.  For example, if their offering requires a large cash outlay, the firm may offer a 
financing package. 
 

Loyalty Programs.  The Sharps (1997) state that "Loyalty programs are structured marketing efforts which 
reward, and therefore encourage, loyal behavior:  behavior which is, hopefully, of benefit to the firm [their italics]."  
The intent of loyalty programs is to increase both the frequency and quantity of consumption by existing consumers.  
Since U.S. firms tend to lose half their existing customers in five years (Reichheld and Teal, 1996), there is a 
compelling argument for such programs.  Dowling and Uncle (1997) classify reward programs by segmenting the 
timing of the reward by whether or not it directly supports the loyalty construct’s value proposition. 

 
 

FIGURE 4: LOYALTY PROGRAM REWARD SCHEMES 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                            

2 Although objectively testing these competing theories will be more difficult than one would initially 
suspect.  As the loyalty coefficient measures the relative likelihood of a consumer’s switching to another option, it 
cannot be used to test the theory that “loyal” consumers are more or less likely to switch.  Cunningham’s theory 
would, by definition, win.  If Huang and Yu’s findings are indeed correct, a primary reason for using the loyalty 
coefficient will be lost, along with any link between the professional and layman understanding of the word loyalty. 
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They suggest that the two instant gratification options should be best for consumers and that the options that 
directly support the loyalty construct should be best for companies and lament that too many programs incorporate 
the worst of both worlds (i.e., delayed gratification and indirect relationship to the loyalty construct).  Their 
conjectures are supported by Passingham (1998), who noted that the very success of the Green Shield stamps turned 
the process into a zero sum game.  The stamps were discontinued when their saturation became so high that the 
initial competitive edge of the original participants was gone.  Dowling and Uncle (1997) concluded that most 
loyalty programs should not be initiated as they merely increases costs for all players and have no long term benefits 
other than possibly serving as a barrier to entry for new entrants (e.g., any new airline would probably need a 
frequent flier program).  If the goal of loyalty programs is to reduce polygamy, then most are failures as the most 
frequent fliers and higher-end grocery shoppers tend to have multiple cards (Dowling and Uncle 1997; Passingham, 
1998).  However, Dowling and Uncle were overly negative in their review of loyalty programs.  They did not give 
just consideration to two key potential benefits of loyalty programs:  increasing consumer switching costs and profit 
margins.  Programs such as the GM Card™, where consumers can accumulate up to $500 a year toward a GM car, 
create real opportunity costs for members who consider buying a non-GM vehicle.  And if loyalty programs do 
indeed increase the time a customer stays with the company, then the companies overall profit margin should go up.  
Reichheld and Teal (1996) found that retaining consumers to be a major source of competitive advantage due to 
inherent growth advantages and increased customer lifecycle profit.  By considering two similar firms, we can 
readily see the hypothetical growth advantage.  Assume firms A and B are gaining 10% new customers per year, but 
firm A is retaining 95% of their customers and firm B is retaining 90% of their customers.  In 14 years firm A will 
have doubled their customer base while firm B will have the same number of customers with which they started.  
Reichheld and Teal also discuss customer lifecycle profit.  They found that while this measure varies dramatically 
from industry to industry, a general trend is clear.  Established customers contribute more to the bottom line (for 
reasons including price premium, referrals, cost savings, revenue growth, plus no acquisition cost for existing 
customers).  Some of the cost savings were surprising and unpredictable (e.g., delivery drivers learned short-cuts to 
established customers, saving time as well as reducing delivery costs). 

 
Proposition 10. Members of loyalty programs that directly support their loyalty construct will have 

higher loyalty coefficients than both non-members and members of loyalty programs 
that do not directly support their loyalty construct. 

Proposition 11. Members of loyalty programs will be more likely to refer their loyalty construct to 
another consumer than non-members. 

Proposition 12. Firms with loyalty programs that directly support their loyalty construct will have 
higher profit margins than firms that do not have such programs. 

Proposition 13. Firms with loyalty programs that directly support their loyalty construct will have 
higher growth rates than firms that do not have such programs. 

Proposition 14. The relationship in the previous two propositions will be moderated by the timing of the 
reward, with a greater impact for the loyalty programs with deferred gratification. 

Marketers should consider a loyalty program as a tool for keeping their existing customers and increasing their profit 
margins.  However, they should keep Dowling and Uncle’s model in mind and ensure that their program directly 
supports the loyalty construct. 

Tenure.  Reichheld and Teal (1996) investigated firms with very loyal consumers and looked for key reasons 
why these companies attracted loyal consumers.  Many of these firms are businesses where the consumer has 
extensive contact with the employees.  Reichheld and Teal found that the firms with greater employee tenure tended 
to have greater consumer loyalty.  This certainly has face validity, as it takes time to build personal relationships.  
Thus, one would expect customer retention to be partially dependent upon the tenure of employees. 

 
Proposition 15. The longer a consumer has contact with the same loyalty construct people (e.g., activity 

leader, employee), the greater his loyalty coefficient. 
Proposition 16. Consumers of loyalty constructs who come into contact with the same contacts will have 

a higher average loyalty coefficient than consumers of loyalty constructs that do not 
have personal contacts. 

Proposition 17. The length of the personal relationship will positively mediate the above proposition. 
In certain industries (e.g., brokering, advertising), a consumer’s loyalty to a firm is highly mediated by the 
employee.  This can be a two-edged sword.  Managers of these businesses should consider the risks of the employee 
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leaving and taking “his” customers with him.  Parasuraman and Grewal (2000) also suggested that marketers 
consider the impact of customers interacting with technology vs. employees.  Is the impact industry specific, or is 
there a general rule that awaits discovery?  Empirical research is needed.  
 
 

SUMMARY 
 
 

Despite approximately eighty years of research, little is truly known about loyalty.  This is largely due to a lack 
of consistent terminology and measures that would enable realistic comparisons across studies.  Without commonly 
agreed upon tools, Tucker’s original prediction still forecasts another four score years of little progress.  Thus it is 
hoped that other researchers will use the proposed lexicon as a starting point for future loyalty research.  Future 
work is needed to develop objective measures of these constructs.  At that point, it makes sense to empirically test 
the proposed antecedents of loyalty such as the factors discussed in this article.  Then, and only then, will we have 
an opportunity to work together to better understand loyalty. 
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