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Customer-Brand Identification as a SUSTAINABLE competitive advantage: A Multinational and Longitudinal Examination 

Abstract

Previous marketing research has been trying to identify a stronger and more enduring predictor of brand loyalty than customer satisfaction in competitive markets. Perceived value, the difference between benefits and costs, appears to be the perfect candidate. Does it? Drawing from the literature on customer-company identification and brand health, this two-essay dissertation proposes that customer-brand identification (CBI), defined as the customer’s perception, emotional significance, and value of sharing the same self-definitional attributes with a brand, constitutes a sustainable competitive advantage. Compared with perceived value, CBI is expected to be more predictive and enduring in explaining brand health, both current health under normal market conditions and brand resistance under abnormal circumstances such as competitive attacks. 

Essay 1 examines the relative importance of CBI vis-à-vis perceived value as the economic driver in predicting customer repurchase intention and customer forgiveness in a cross-sectional setting. Hierarchical linear modeling using a data set of 6,000 consumers from 15 countries shows that cross-sectionally, perceived value is a stronger driver of customer loyalty intention while CBI is more predictive of customer forgiveness. Furthermore, these relationships are generally non-linear, with increasing returns. Surprisingly, national culture interacts more with CBI than with perceived value in predicting customer behavior. Essay 2 complements the first essay by investigating why it is important to build CBI in a competitive, disruptive market setting using a longitudinal design. Results show that when a market is disrupted by an innovative new entrant, CBI saliency serves as a more enduring predictor of switching behavior, an important indicator of customer behavioral loyalty that underlies both the current well-being of a brand and all measures of brand resistance.
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PROLOGUE
Relationship marketing has been the focus of marketing research for decades (Bagozzi 1975; Sheth and Parvatiyar 1995). In this stream of research, the golden standard of sustaining long-term relationships is customer satisfaction. More recently, researchers have challenged the mantra that satisfaction will always lead to customer loyalty, contending that satisfaction is not enough (Jones and Sasser 1995; Oliver 1999). For example, Reichheld (1996) reported that 65%-85% of customers who defect state that they were satisfied or very satisfied before defection. More recently, the quest for a stronger and more enduring predictor of customer loyalty than customer satisfaction in competitive markets has An extensive review of brand health, customer loyalty, and customer-company identification literatures suggests that this variable might be in the form of customer identification with a brand. 
The health of a brand has been conceptualized in epidemiological terms as consisting of two related yet distinct components: current well-being and resistance (Bhattacharya and Lodish 2000). Brand current well-being is generally reflected in the current market share, baseline sales (i.e., sales when there is no promotion), and customer-based brand equity (Keller and Lehman 2006) under normal conditions. The bulk of the brand loyalty literature focuses on this dimension of brand health, with repurchase intention as the focal criterion variable. Brand resistance refers to the focal brand’s vulnerability to abnormal fluctuations in the market, such as competitors’ aggressive promotional campaign, introduction of a disruptively innovative product, or changes in regulations. This vulnerability manifests itself primarily in the form of switching behavior (Bhattacharya and Lodish 2000, p. 8-10), bringing to light the market segment of “spurious loyalty” (Day 1969; Jacoby and Chesnut 1978). Brand health, therefore, is a broader concept than brand loyalty. It remains unclear, however, as to what variables can serve as valid, persistent antecedents to brand health in the face of “disruptive and sustaining forces that are present and active over many consumption episodes” (Moore, Wilkie, and Lutz 2002, p. 35).
Research on loyalty further suggests that authentic brand loyalty exists only when there is “a deeply held commitment to rebuy or repatronize a preferred product/service consistently in the future, thereby causing repetitive same-brand or same-brand-set purchasing, despite situational influences and marketing efforts having the potential to cause switching behavior” (Oliver 1999, p. 34, italics added). In this regard, non-spurious loyalty is analogous to the brand resistance dimension of brand health that goes above and beyond mere repurchase intention. Drawing from the customer-company identification literature (Ahearne, Bhattacharya, and Gruen 2005; Bhattacharya and Sen 2003), I propose that customer-brand identification (CBI), defined as the customer’s perception, emotional significance, and value of sharing the same self-definitional attributes with a brand, is the missing link in predicting brand health even when perceived value and switching costs are controlled for.

The brand management literature has postulated several brand concepts. However, CBI is distinct from its predecessor conceptualizations in that CBI reflects and captures the psychological oneness (Ashforth and Mael 1989) while these constructs do not. The fusion of the brand, the self, and self-schemata makes CBI a “sticky prior” (Bolton and Reed 2004) that might be more enduring than ephemeral satisfaction. Consequently, CBI should be highly predictive across contexts and social settings of several important customer behaviors: in role behavior such as repurchase intention and extra role behavior that goes above and beyond repurchase intention such as forgiving the brand for its transgressions, current behavior and future intentions, support for the identified brand and resistance to competitive attractions. Customer extra role behavior, defined as behavior that go beyond formal role definitions and responsibilities that are generally expected of a customer and are oriented toward helping the firm (Wuyts 2007), might be extremely important in abnormal market conditions such as brand crisis and competitive attacks. In other words, CBI might constitute a sustainable competitive advantage due to its value, rareness, inimitability, and non-substitutability (Barney 1991; Porter 1985; Reed and DeFillipi 1990).

Previous research that is based on the conceptual framework of customer-company identification (Bhattacharya and Sen 2003) has received preliminary empirical support that customer-company identification results in higher product utilization and customer extra role behavior such as positive word of mouth (Ahearne, Bhattacharya, and Gruen 2005; Bagozzi and Dholakia 2006; Brown et al. 2005; Donavan, Janda, and Suh 2006). However, there has been little empirical research examining the phenomenon of customer-company identification and customer-brand identification longitudinally or outside of the U.S. More specifically, it remains unclear as to (1) How important it is in the long run, (2) How important it is relative to perceived value, (3) How stable it is in the long run, (4) How it behaves in a competitive environment, and (5) Whether its importance is universal and generalizeable to countries outside of the U.S. 

This dissertation adopts a strategic application of social identity theory (Ashforth and Mael 1996; Fiol 1991) and builds upon the conceptual framework by Bhattacharya and colleagues (Ahearne, Bhattacharya, and Gruen 2005; Bhattacharya and Sen 2003) to achieve a deeper understanding of CBI and its correlates in three important areas. First, I compare the validity and the functional form of CBI with those of perceived value in predicting customer loyalty and customer forgiveness. Second, I explore the moderating role of national culture of the relationship between CBI and its consequences by adapting Hofstede’s (1980, 2001) cultural dimensions. Third, I examine the longitudinal impact of CBI on behavioral loyalty in a competitive context. More specifically, I study how enduring the effect of CBI on customer loyalty is over time in markets where a new entrant tries to uproot customer’s identification with incumbent brands.
This dissertation intends to make four contributions to the marketing literature. First, the longitudinal examination of CBI and its consequences will extend the current understanding of loyalty processes, brand equity, and brand health from the social identity theory perspective. The empirical analyses will help answer three burning questions in the customer-company identification literature: (1) Is CBI merely a metaphor? (2) Is CBI adding any predictive value compared with the golden standards of perceived value and customer satisfaction? and (3) Is CBI a universal phenomenon? Second, this research will be the first to empirically examine national culture as the boundary condition of the relationship between CBI and customer behavior under normal and abnormal conditions (e.g., hypothetical brand transgressions). 
Third, the close-up look at the customer-brand relationship in normal and disruptive market situations will provide an in-depth juxtaposition of true loyalty versus spurious loyalty. It also complements the existing macro-level literature on innovation and order of entry (e.g., Aboulnasr, Narasimhan, Blair, and Chandy 2008) with an in-depth, micro-level look at the competitive dynamics of technological evolution from the customer’s perspective. Finally, the explicit incorporation of competition into the customer-company identification literature by applying rigorous analytical methods provides a fresh, micro-level approach that is consistent with recent calls for the incorporation of competition into customer relationship models (Rust, Lemon, and Zeithaml 2004) and for studying relationship marketing during disruptive change. Ultimately, the comprehensive examination of relationship drivers will help managers build vigorous brands and wisely allocate their brand-building resources in the era of globalization.
In the next section, I present two essays. The organization of each essay is as follows. I first review the existing literature on customer-company identification and related streams of research, and outline the motivation for each essay. Then, I propose the research questions along with the conceptual framework and hypotheses. This is followed by empirical analyses and discussion of findings. The background literature of this dissertation, namely social identity theory, identity theory, and customer-company identification, is reviewed in depth in Essay 1 and briefly repeated in Essay 2.

(Reference for this section appears at the end of Essay 1)
Consequences of Customer-Brand Identification 

And Perceived Value: A Multinational Examination

INTRODUCTION

Building a strong, healthy relationship with customers tops the Marketing Science Institute (MSI)’s 2006-2008 research priorities. Understanding customer behavior resulting from this relationship in tandem with the customers’ socio-cultural context continues to top MSI’s 2008-2010 hot topics. This is not surprising given the consensus that customer retention has a bigger impact on a firm’s profitability than does customer acquisition (Blattberg and Deighton 1996; Reichheld 1996). Two major ways firms build this relationship are through brands (Aaker and Joachimthaler 2000; Erdem, Swait, and Valenzuela 2006) and value creation (Agustin and Singh 2005; Dodds, Monroe, and Grewal 1991). As Keller and Lehmann (2006, 740) pointed out, “Branding has emerged as a top management priority in the last decade.” Meanwhile, in the relationship marketing literature, the inter-relationships among perceived value, satisfaction, brand loyalty, and market share figure predominantly (Sheth, Newman, and Gross 1991).

While there is consensus that satisfaction is positively related to loyalty, marketing researchers concur that satisfaction is not enough (Oliver 1999). Similarly, Chandrashekaran et al. (2007) found that deep down satisfaction lies satisfaction strength that is critical in translating stated satisfaction into loyalty. In this vein, researchers suggest that perceived value, defined as customers’ overall assessment of “the utility of a product based on perceptions of what is received and what is given” (Zeithaml 1988, p. 14), might represent an economic construct at a higher level of abstraction with broader implications for predicting customer loyalty than customer satisfaction (Bolton and Drew 1991). Three questions come to mind: (1) Has this prediction been consistently supported? (2) How does the role of the economic driver change when a psychological driver is included? and (3) Does this hold true for behavior under abnormal conditions such as brand transgressions? 
Meager empirical research on perceived value has produced mixed results and largely ignored customer behavior other than repurchase intention and willingness to pay. First, while researchers have found that overall satisfaction has an increasing incremental effect on repurchase (Mittal and Kamakura 2001) and willingness to pay more (Homburg, Koschate, and  Hoyer 2005), research on the relationship between perceived value and (re)purchase intention has reported inverted-U (Agustin and Singh 2005) and linear (Dodds, Monroe, and Grewal 1991) functions, with effects ranging from strong and positive (Dodds et al. 1991) to marginal ones (Sirohi, McLaughlin, and Wittink 1998). Second, perceived value as a rational consideration of the costs and benefits of staying in the relationship captures only the economic motivation and ignores socio-psychological impetus for customers to enter, maintain, and promote their relationship with the company. From the perspective of marketing as a combination of utilitarian and symbolic exchanges (Bagozzi 1975), focusing on either one of the two exchange drivers, economic or socio-psychological, might bias empirical results. Finally, similar to interpersonal relationships, customer-brand relationships may go through ups and downs, especially during abnormal conditions such as industry crises (e.g., samonella in peanut butter), product recalls (e.g., Mattel’s toy recall in 2007), and disruptive innovations (e.g., the introduction of the Apple’s iPhone). Unfortunately, research on customer behavior during abnormal conditions remains sparse. Furthermore, previous research has not identified which customer-brand relationship drivers, economic or psychological, is more important in inducing these behaviors. All of these limitations warrant more investigation.

In this study, I focus on the relative importance of perceived value and customer-brand identification as economic and socio-psychological drivers of customer-brand relationship in predicting customer behavior under normal and (hypothetical) abnormal condition in a multinational setting. Specifically, I build on and extend research on customer-company identification, defined as the degree to which customers perceive themselves and the company as sharing the same defining attributes (Bhattacharya and Sen 2003), to the branding literature. In doing so, I rely on the proposition that customer-company identification is the “primary psychological substrate for the kind of deep, committed, and meaningful relationships that marketers are increasingly seeking to build with their customers” (Bhattacharya and Sen 2003, 76). Consistent with social identity theory (Tajfel and Turner 1985), I define customer-brand identification (CBI) as the customer’s perception, emotional significance, and value of sharing the same self-definitional attributes with a brand. For the purpose of this study, I treat CBI as a psychological state rather than a process. Theoretically, CBI as a relationship-based construct should be investigated in conjunction with cultural dimensions because national culture strongly influences how individuals appreciate relational and economic benefits (Hofstede 2001). 

CBI is distinct from its predecessor brand-related conceptualizations in that CBI reflects and captures the notion of psychological oneness (Ashforth and Mael 1989) such that the brand becomes an integral part of the self. The fusion of the brand and the self makes CBI a “sticky prior” (Bolton and Reed 2004) that is more enduring and self-enriching than mere economic benefits. Consequently, I propose that relative to perceived value, CBI should be more highly predictive of customer behavior under abnormal conditions such as (hypothetical) brand transgressions. From a strategic viewpoint, CBI might constitute a sustainable competitive advantage due to its value, rareness, inimitability, and non-substitutability (Porter 1985).

In light of the above discussion, this study seeks the answers to three key questions: (1) How strong is the predictive validity of CBI relative to that of perceived value in explaining customer behaviors under normal and abnormal conditions? (2) What is the functional form of the relationship between CBI and these behaviors; Is this functional form the same across these outcomes; and How does it differ from that exhibited by perceived value? and (3) What is the nature of the moderating effects of cultural orientations on the relationships between CBI and perceived value and these customer behaviors? The answers to these questions not only enrich the limited understanding of the relative importance of customer-brand relationship drivers but also develop theoretical frameworks that are generalizeable across cultures in the era of globalization (Maheswaran and Shavitt 2000). The research also extends the literature on identification beyond the marketing context.

In the next section, I first briefly review the theoretical foundation of the construct CBI. I then present the research framework and empirical results from a data set consisting of some 6,000 consumers across 15 countries. The paper concludes with a discussion of findings, theoretical implications, and directions for future research.

customer-brand identification

Drawing from social identity theory (Tajfel and Turner 1985), Bhattacharya and Sen (2003) argue that while customers are not formal members of companies, they might have self-definitional needs partly filled by companies they patronize, and thus they can identify with a company. As an extension of this logic, in their relationship with brands, customers might also identify with brands since brands represent the actualization of the otherwise abstract, somewhat impersonal existence of the company. This section briefly reviews the theories behind the construct CBI.

Social Identity Theory, Identity Theory and Their Marketing Applications

Social identity theory (Tajfel and Turner 1985) posits that individuals may define their self-concepts by their connections with social groups or organizations. Based on social identity theory, management researchers develop the concept of organizational identification (Ashforth and Mael 1989; see Ashforth, Harrison, and Corley 2008 for a complete review), defined as the extent to which organizational members define themselves in terms of oneness with the organization. An identity also provides identifiers with a sense of continuity (Albert and Whetten 1985). Individuals who identify strongly with organizations are more likely to engage in identity-congruent behavior, defined as behavior that is consistent with the norms and values of the identity to affirm the identity and to promote the identity. These might include higher in-role performance, embracing organizational values, and extra-role behavior such as voluntarily helping other organizational members in achieving organizational goals (Ashforth and Mael 1989; Ashforth et al. 2008). Marketing research that is based on this theory demonstrated that members of brand communities engage in rituals to extol their beloved brands and help other brand identifiers (Bagozzi and Dholakia 2006; McAlexander, Schouten and Koenig 2002; Muniz and O’Guinn 2001). The focus then is more on the collective self or the public self, i.e., the self that is embedded in a collective (e.g., a brand community) or society as a whole (Triandis 1989).

At a micro level, identity theory (Stryker and Serpe 1982) focuses on social roles individuals play in various social settings. For example, a student can also occupy the role of a son or daughter and member of a scholar society at the same time. Identity represents the subjective component of a role; identities are organized hierarchically. Identity theory is more concerned about individual behavior and the private self (Triandis 1989). Marketing research based on identity theory is focused on how individual customers behave in agreement with the most salient identity (i.e., highest in the hierarchy) because it provides the most meaning for the self (Arnett, German, and Hunt 2003; Reed 2002). This stream of research also frames customer-product relationship in light of what is “me” and what is “not me” (Kleine, Kleine, and Allen 1995). 
Although social identity theory and identity theory evolve in two fields, social psychology and sociology respectively, these theories share several similar concepts that have been introduced into the marketing literature (Reed 2002). Furthermore, both theories are closely related to the self-concept literature and both examine the connection between the self and society (Belk 1988; Sirgy 1982). Most relevant to this research are identification and identity-congruent behavior. As a side note, identification is different from commitment in that identification possesses the notion of psychological oneness and self-referencing (Ashforth and Mael 1989) while commitment does not. For a detailed conceptual treatment of this topic, see Ashforth et al. (2008). For empirical evidence, interested readers can refer to Bergami and Bagozzi (2000), and Brown et al. (2005). Furthermore, drawing from the work by Bhattacharya, Rao, and Glynn’s (1995), I posit that all customers who identify with a brand are likely to be loyal to the brand, but all brand loyal customers need not identify with the brand.

Defining Customer-Brand Identification

Under the overarching theme of relationship marketing (Sheth et al. 1991), previous research on customer-company relationship has been developing along two major streams. The first stream of research is almost exclusively focused on interpretive consumers’ account about their relationship with brands (Fournier 1998; McAlexander et al. 2002). Theoretically, this stream builds on the literature on the self and close relationships (Aron 2003; Belk 1988; Sirgy 1982). One of the tenets of this school is that possessions can be viewed as the extended self (Belk 1988; Kleine et al. 1995). In other words, this research stream anthropomorphizes brands as relationship partners and views consumer-brand relationships as mostly affect laden (Thomson, MacInnis, and Park 2005). Taking a cognition-based approach that relies primarily on social identity theory (Tajfel and Turner 1985), the second stream of research proposes that customers identify with companies to satisfy one or more self-definitional needs (Ahearne, Bhattacharya, and Gruen 2005; Bagozzi et al. 2008; Bhattacharya and Sen 2003; Einwiller et al. 2006). Most importantly, this identification is not contingent upon interaction with specific organizational members (Turner 1982), or direct experience with the object of identification (Bhattacharya and Sen 2003; Reed 2002). 

This study builds primarily upon this second stream to examine customer-brand relationship. As I mentioned above, I defined customer-brand identification (CBI) as a psychological state consisting of three elements: cognition (the perception), affect (the emotional significance), and evaluation (the value) that are tied to sharing the same self-definitional attributes with a brand. This conceptualization is consistent with the original tripartite conceptualization in social identity theory (Tajfel and Turner 1985), and integrates the perspectives in organizational identification research (multidimensional, Ashforth and Mael 1989), social categorization theory (mainly cognitive, Turner 1982), and research on close relationships (cognitive and evaluative, Aron 2003). This conceptualization is also in line with the literature on cognition-affect interaction (Zajonc and Markus 1982). 
Conceptual Framework and Hypotheses

Figure 1.1 depicts the conceptual framework. I first focus on the baseline model which captures the simple effects of CBI and perceived value on customer behavioral intentions at the individual level (Level 1). I then lay out the rationale for the moderating effects of national culture at level 2 on these individual-level simple effects. 

----- Insert Figure 1.1 about here -----

Curvilinear Effects of CBI on Customer Behaviors

CBI might induce two groups of identity-congruent behaviors: behavior during the normal course of the relationship to maintain the identity and behavior that customers might engage in when the identity is questioned, such as brand crisis. Empirical research based on the conceptual framework of customer-company identification (Bhattacharya and Sen 2003) has reported preliminary support that customer-company identification can lead to both customer in-role behavior such as higher product utilization (Ahearne et al. 2005) and extra-role behavior like positive word of mouth, collecting company-related collectibles, and symbol passing (Ahearne et al. 2005; Bagozzi and Dholakia 2006; Brown et al. 2005; Donavan, Janda, and Suh 2006). These extra-role behaviors might exist under normal condition. 

In the context of customer-brand relationship, I focus on one important type of customer behavior under abnormal condition, customer forgiveness. I define customer forgiveness as customer propensity to overlook and downplay brand transgressions (Aaker, Fournier, and Brasel 2004; Chung and Beverland 2006; Einwiller et al. 2006). I pay particular attention to this extra-role behavior because it may shed light into the distinction between economic-based and psychological-based attachment to a brand.
Previous research has established that identification is an antecedent to commitment (Bergami and Bagozzi 2000). Customers who strongly identify with brands develop a deeply-rooted preference for and strong commitment to the brands. Therefore, when faced with identity-inconsistent information such as negative publicity, brand identifiers are more likely to process the information systematically and tend to refute or counter-argue such information as less diagnostic to maintain cognitive consistency (Ahluwalia, Burnkrant, and Unnava 2000; Jain and Maheswaran 2000). In fact, negative information about the brand identity can be considered an identity threat that needs to be addressed for the benefits of the in-group consisting of brand identifiers (Tajfel and Turner 1985). The high level of internalization of the brand into the self also motivates these customers to make generous attributions when transgressions occur, take the perspective of the brand in explaining the abnormality, and take attacks on the brand personally. 

Research on organizational identification reviewed above predict a linear relationship between identification and outcomes such that the higher individuals’ identification with a target, the more salient the identity of that target is to them, thus inducing identity-congruent behavior. However, there are theoretical reasons to believe that the relationship between CBI and its consequences might be non-linear. 
First, customers with low to moderate identification regarded the brand as somewhat detached from the self. Their relationship with the brand might just be very exploratory in nature. It is not until customers perceive the brand as bearing sufficient overlap with their own self when they start to consider the brand as “me” (Kleine et al. 1995; Sirgy 1982). Once the “product/service is embedded inextricably within some portion of the consumer’s psyche, as well as his or her lifestyle… , the consumable is part and parcel of the consumer’s self-identity and his or her social identity. That is, the person cannot conceive of him – or herself as whole without it” (Oliver 1999, 40). 
Second, research on close interpersonal relationship also suggests that one of the benefits of close relationships is that the relationship will grant a partner access to the other partner’s resources, a phenomenon called self expansion (Aron 2003). In customer-brand relationships, these resources might be the brand’s resources, associations, and social networks. These social elements both enrich the relationship between the customers and the brand and embed them significantly (Bhattacharya and Sen 2003). At this critical point, the brand identity becomes a stickier and more salient part of the self that drives customers to more actively engage in identity-congruent behaviors (Ashforth and Mael 1989; Bhattacharya and Sen 2003; Bolton and Reed 2004; Stryker and Serpe 1982). 
At the minimum, customers will develop incrementally stronger repurchase intention for identity maintenance purposes. Furthermore, as CBI surpasses a threshold, customers’ information processing grows biased in favor of the brand. Selective attention, selective encoding and retrieval, and selective interpretation of information related to the identified brand escalate (Jain and Maheswaran 2000; Raju, Unnava, and Montgomery 2008). Third, once the interdependence between the self and the brand hits this threshold, the motivation to engage in empathetic behavior to reciprocate the relationship partner should substantially intensify (Aron 2003). Reciprocation might come in various forms: intention to buy the same brand again under normal condition, or forgiving the brand for its mistakes. Hence:

H1:  The relationship between CBI and (a) repurchase intention and (b) customer forgiveness has an increasing incremental effect.

Curvilinear Effects of Perceived Value on Customer Behaviors

Perceived value provides customers with a rational, economic reason to continue their relationships with the brands. Furthermore, perceived value elevates customer satisfaction which in turn results in higher intention to repurchase and disseminate positive word of mouth (Zeithaml et al. 1996). While the relationship between CBI and customer behavior is driven by identity congruency effects (Stryker and Serpe 1982), the relationship between perceived value and repurchase intention reflects the utility maximization rule (Zeithaml 1988). Previous research suggests that predicting its functional form is complicated. 
On one hand, Homburg et al. (2005) demonstrate support for disappointment theory (Loomes and Sugden 1986) which suggests that delight and elation resulting from high level of satisfaction should generate increasing incremental value. Mittal and Kamakura (2001) report the same upward curvilinear effect between satisfaction and repurchase behavior. Given the same level of costs, the functional form of the relationship between perceived value and repurchase intention should parallel this increasing incremental pattern. On the other hand, Agustin and Singh (2005) hypothesize a linear relationship between perceived value and loyalty intention by using need-gratification and dual-factor motivation theories (Herzberg 1966; Wolf 1970). Their key arguments are that (1) individuals’ monovalent needs can be broadly grouped into lower-order, or hygiene needs (e.g., transactional satisfaction) and higher-order, or motivator needs (e.g., trust), (2) beyond certain point of hygiene fulfillment, increasing fulfillment of high-order (lower-order) needs has increasing (decreasing) incremental effects on goal pursuit such as repurchase intention, and (3) perceived value represents a bivalent need that consistently and monotonically motivates goal pursuit regardless of level of fulfillment (Agustin and Singh 2005, 99-100). However, these authors found that, in the nonbusiness airline travel and retail clothing industry, the relationship between value and repurchase intention followed a concave pattern, while that between trust and repurchase intention evidenced a convex trajectory.

These mixed findings might be due to two reasons. First, while Agustin and Singh’s (2005) study was the first empirical research to examine the simultaneous effects of multiple loyalty determinants, these authors also conjectured that the inclusion of socio-psychological benefits of relational exchanges may provide additional insights into the value-loyalty relationship and that other product categories should be researched. Second, by definition, perceived value places an emphasis on the loss element: satisfaction at what costs? It then follows that the relationship between perceived value, a calculation of losses vis-à-vis gains, and repurchase intention might reside in the loss domain, which is upward curvilinear in prospect theory (Kahneman and Tversky 1979). This is consistent with disappointment theory mentioned above.

When perceived value is high, customers might engage in behavior above and beyond repurchase intention. The underlying mechanism, however, is not so much to promote the brand identity as is true for the case of CBI but rather, to achieve equity in social exchange (Homburg et al. 2005). Customers who appropriate value from the brand might feel the urge to forgive the brand as a token of reciprocation. This urge might grow stronger as value surpasses a threshold that creates elation rather than mere satisfaction of expectations. Hence:

H2:  The relationship between perceived value and (a) repurchase intention, and (b) customer forgiveness has an increasing incremental effect.

Relative Importance of CBI and Value in Predicting Customer Behaviors

The nature of customer behavior such as repurchase intention is relationship maintenance, either to maximize economic returns or to maintain a beneficial relationship. This type of customer behavior, however, reflects what Bagozzi (1975) calls utilitarian exchange more than symbolic exchange. Bagozzi (1975, 36) defines a utilitarian exchange as “an interaction whereby goods are given in return for money or other goods and the motivation behind the actions lies in the anticipated use or tangible characteristics commonly associated with the objects in the exchange,” and symbolic exchange as “the mutual transfer of psychological, social, or other intangible entities between two or more parties.” Because the relationship between attitude and behavior should be stronger when there exists a match of the level of specificity (Ajzen and Fishben 1977), perceived value as the economic driver should be more important than the psychological driver in predicting behavior that is related to individually-oriented, economic aspects of the exchange between customers and the brand. For high-order goal pursuits that are social and symbolic rather than economic in nature such as brand forgiveness, CBI as the psychological driver should be more important than the economic driver. In identity theory, Stryker and Serpe (1982) call this “shared meaning” between the identity and identity-congruent behavior. Furthermore, inasmuch as perceived value does not necessarily lead to higher levels of brand internalization to ignite high level of self-sacrifice, I do not expect perceived value to be strongly related to customer behaviors that call for a deep level of information processing.
The catalyst behind the increasing incremental effects of CBI is embeddedness, a primarily socio-psychological boost, while that of perceived value is elation, a primarily economic driver. Since embeddedness and elation reside in two different domains, by the same logic of the matching principle (Ajzen and Fishbein 1977), the change in the rate of change (i.e., the acceleration) of the relationship between perceived value and economic-laden behaviors such as repurchase intention must be faster than that between CBI and the same behaviors. Similarly, for social and psychological-laden behaviors that require “psychological oneness” between the brand and the self (see Ashforth and Mael 1989), the acceleration with which CBI outruns perceived value should be faster. Thus, I hypothesize:

H3:  Other things equal, when compared with CBI, (a) perceived value is more strongly related to repurchase intention, (b) perceived value is less strongly related to customer forgiveness.
The Moderating Role of National Culture

Among various conceptualizations of cultural orientations, Hofstede’s five cultural dimensions remain the most widely-accepted perspective (Steenkamp, Hofstede, and Wedel 1999). These dimensions include individualism/collectivism, uncertainty avoidance, power distance, masculinity/femininity, and long-term orientation. Most relevant to the context of this research are two cultural dimensions, individualism and uncertainty avoidance. According to Hofstede (2001), individualism refers to the extent to which a culture influences its members to look after themselves or remain integrated into groups, and uncertainty avoidance refers to the extent to which a culture programs its members to feel threatened in unstructured or unknown situations. I focus on these two cultural dimensions because (1) both CBI and perceived value induce customers to maintain and nurture relationships with brands that are beneficial to them socially or economically, and (2) these two cultural orientations drive individuals to focus more on avoiding uncertainty associated with brands they do not identify with or on assigning perceived value different importance weights.

Individualism/Collectivism. In their relationship with their brands, customers embedded in an individualistic culture are more likely to be driven by self-serving than self-sacrificing motivation (Aron 2003). Individualistic individuals place more emphasis on variety seeking (vs. belonging), hedonism (vs. survival) while collectivistic individuals value relationship rather than novelty (Roth 1995). Similarly, among brand identifiers, collectivistic consumers are more likely to be embedded with a very enclosed in-group that have stringent norms and expectations and they are more likely to conform to those group norms (Escalas and Bettman 2005). Therefore, collectivistic customers should assign a great deal of importance to relationship maintenance, hence are less likely to switch to other brands from the brands they identify with.
In their relationship with acquaintances, collectivistic cultures are likely to attribute failures and abnormalities to external forces such as fate and luck rather than holding the ones they acquaint with responsible for mistakes (Schutte and Ciarlante 1998). Among brand identifiers, those in collectivistic culture value the brands they identify with as closer relationship partners and they are more likely to make generous attributions when their brands make mistakes. Therefore, they might be more forgiving when things go wrong. This suggests:

H4:  The relationship between CBI and (a) repurchase intention, (b) customer forgiveness will be weaker when national-cultural individualism is high. 
Perceived value, a computation of cost/benefits, is of the highest importance for customers with individualistic orientation (Triandis et al. 1993). Previous research has suggested that customers in individualistic cultures have high quality expectations and are less tolerant to poor services (Donthu and Yoo 1998). In other words, they are more likely than collectivistic individuals to maintain relationships that provide economic values. Similarly, these individuals might view transgressions of the brands they identify with as unacceptable and therefore are less forgiving. This is because such transgressions raised question about the economic-laden motivation of their relationship with the brands. Thus,

H5:  The relationship between perceived value and (a) repurchase intention will be stronger when national-cultural individualism is high. However, the relationship between perceived value and (b) customer forgiveness will be weaker when national-cultural individualism is high.

Uncertainty avoidance. Countries that are characterized by high uncertainty-avoidance program its individuals to prefer stability, loyalty, and simplicity in consumption. This national-cultural dimension is synonymous with a strong resistance to change and a high need for clarity. Brand identifiers in countries with high uncertainty avoidance should value the importance of the relationships they have with old brands as these brands have lower perceived risk and information costs (Erdem et al. 2006). Hence, among customers who identify with a brand, individuals in these countries will be more likely to be cautious and thorough in making their brand choice and less likely to go through the hassle of brand experimentation (Broderick 2007; Donthu and Yoo 1998). It follows that these brand identifiers will develop stronger repurchase intention and will be willing to sacrifice a bit more to maintain their relationship with the identified brand.

Individuals in countries that are characterized by high uncertainty avoidance orientation tend to pay closer attention to the negative aspects of information. When faced with negative publicity, strong brand identifiers in this culture are more likely to process these pieces of negative information as personally relevant, engage actively in information searching, and elaborate them to verify the true merits of the information at hand (Petty and Cacioppo 1981). More importantly, these brand identifiers elaborate the information with the intention to refute it to maintain self consistency rather than to accept it (Ahluwalia et al. 2000; Raju et al. 2008). As a consequence, among brand identifiers, customers embedded in high uncertainty avoidance countries might actually be more likely to forgive the brands when transgressions occur. Hence,

H6:  The relationship between CBI and (a) repurchase intention, (b) customer forgiveness will be stronger in cultures with high uncertainty avoidance. 

I mentioned above that the underlying mechanism between perceived value and repurchase intention is to maximize utility and that between perceived value and customer forgiveness is reciprocation. It is risk and structure that are important to individuals in high uncertainty avoidance culture. Given high levels of perceived value, customers in this culture might question whether there is something wrong. For these customers, lower prices might be an indicator of both higher value and low quality (Dodds et al. 1991). Therefore, given high perceived value, customers embedded in high uncertainty-avoidance culture are more likely than those in low uncertainty-avoidance culture to report low repurchase intention. When brands make mistakes, high uncertainty avoidance customers who perceive the brands as delivering high value will be more likely to process the information as given without the motivation to discount its negativity. This will hinder the motivation to reciprocate the brands for the value they have appropriated, and as a result, these customers will be less likely to forgive the brands if the brands make mistakes. Therefore, I hypothesize:

H7:  The relationship between perceived value and (a) repurchase intention, (b) customer forgiveness will be weaker when national-cultural uncertainty avoidance is high. 

MethoD

I developed a preliminary questionnaire using sample items from Bhattacharya and Sen (2003) and Bagozzi et al. (2008) to measure customer-brand identification and customer forgiveness. I conducted a pretest using a convenience sample of students in a major university in the U.S. These students were asked to fill out a short survey with these scales and commented on the items. After the items were refined, I conducted another large scale pretest in the U.K. with 232 online panel members. I then further refined the wording of the items. The scales I used in the large-scale survey were first written in English. A professional translation service was then tapped to translate all of the scales into eleven languages (Dutch, French, German, Spanish, Polish, Slovakian, Romanian, Danish, Swedish, Italian, and Turkish). The scales were then back-translated to make sure all items were appropriately worded. Then, I asked native speakers of these languages to take the survey and commented on the wording and the length of the survey. I then polished the final version of the online survey, and conducted the survey by sending links to a large online panel. 
Sample

A large international online research firm agreed to grant me access to their proprietary online panel. The link to the online survey was sent to panel members in 15 countries, including Belgium, Holland, France, U.K., Germany, Spain, Italy, Sweden, Denmark, Switzerland, Slovakia, Turkey, Romania, Poland, and the U.S. For each country, a minimum quota of 250 complete responses was set to ensure that there were enough observations and variation within each country. The survey was active for two months. I received complete responses from 5,919 consumers. The unique feature of the data was that it spanned across Scandinavian, Western, and Eastern European countries that have been under-researched. These countries also have considerable variation in terms of national culture. Overall, 46% of the respondents were female, and the average age was 39 (SD = 12.19). The sample size in each country ranged from 202 to 727. 
I asked these consumers about their relationships with ten brands in five product categories, namely beer, sportswear, cellular phone, fast food chains, and e-commerce sites. These five categories reflected variation in terms of being symbolic, sensory, and functional (Park, Jaworski, and MacInnis 1986; Roth 1995). To ensure that consumers have had enough time to develop their preference and identification with a number of brands, I chose these products because they were at least in the growing phase of their product life cycle. To ensure that the same brands were present across a number of countries and to control for category effect, I focused on corporate brands only (i.e., the name of the company is also the brand) and reserve specific product-brands for future research. At the beginning of the survey, I screened out consumers who did not know the categories well and who did not know the top two brands in the categories well enough (below 3 on 7-point Likert scale). Consumers who passed this hurdle were then randomized to only one brand that they reported they knew well.

Measures

I measured CBI using a six-item scale that captures three dimensions of identification. The cognitive dimension consisted of two items adapted from Bergami and Bagozzi (2000). The first item in this scale is a Venn-diagram showing the overlap between consumer identity and the brand’s identity. The second item is a verbal item that describes the identity overlap in words rather than graphically. I measured the affective and evaluative dimensions by two items each, tapping into the affective attachment between the consumer and the brand and whether the consumer thinks the psychological oneness with the brand is valuable to him/her individually and socially. These items were adapted from Bagozzi and Dholakia (2006). 

I measured perceived value with four items adapted from Dodds et al. (1991). These items focused on the economic value of the brand. Repurchase intention was measured using three items asking consumers how likely they are to repurchase the brand (Zeithaml et al. 1996). Customer forgiveness was measured using two items that asked consumers whether they would forgive the brand for its transgressions. 
While there have been updates of cultural dimension scores that are generally consistent with Hofstede’s measures, I adopted Hofstede’s (2001) individualism and uncertainty avoidance scores since the sample included a number of Eastern European countries that were only available in Hofstede’s data. I also included brand trust, socio-demographic variables (age, gender) and product categories as control variables. It should be noted that the inclusion of dummies for product categories also controlled for switching costs and other factors that are category specific. Appendix A reports the final sets of measures, with standardized factor loadings.

Analytical Strategy

Since the data came from consumers across multiple countries, I first conducted exploratory factor analyses and tests on measurement invariance to make sure that consumers understood the scales in a consistent manner. Before estimating the structural models, I also purified scale scores of response styles for each scale in each country, then saved the residualized scale scores (Baumgartner and Steenkamp 2001). For dependent variables, using residualized scores would essentially remove all between-country variation of the level-2 intercept. Therefore, I used raw scores of these dependent variables while controlling for response styles by including the extreme response style and mean response style indices for the corresponding dependent variable in the level-1 regression. I describe and report the results of these steps in detail in Appendix B. Table 1.1 reports the correlation matrix before and after scale purifications, along with construct psychometric properties. 

----- Insert Table 1.1 about here ----- 

The data set included individual consumers that were nested within the countries I  sampled from. I used Hierarchical Linear Modeling (HLM, Raudenbush and Bryk 2002) because HLM enables the estimation of individual-level effect while simultaneously controlling for higher-level effects. I first specified a null model (with no predictors at Level 1, and an intercept only at Level 2) to test whether there was significant variation across countries with respect to the dependent variable. Specifically, using raw scores prior to scale purification, I ran two null models in which the intercept of the Level-1 regression predicting one of the two dependent variables is a sum of an intercept and a between-country random error at Level 2. All null models showed that the between-country variance was significant, suggesting that the use of a two-level model was appropriate for testing the hypotheses. I then added the indices of response styles at Level 1 to control for these factors. Then, I proceeded with adding the other control variables, the product categories as dummies, the focal predictors, and their quadratic terms. I selected the quadratic specification over other forms of transformation because it allowed us to test the incremental effect using data that were purified of response biases. The two-level models were as follows:

Level 1

(1) DVij = β0j + β1j(ERS) + β2j(MRP) + β3j(GENDER) + β4j(AGE)  + β5j(BEER) 

                              + β6j(SPORTSWEAR) + β7j(PHONE) + β8j(FOOD) 

                              + β9j(CBI) + β10j(VALUE) + β11j(BTRUST) 

                              + β12j(CBI)2 + β13j(VALUE)2 + β14j(TRUST)2 + rij .              

where  i = individuals,  j = countries, DV = Dependent variables, CBI = Customer-Brand Identification,  VALUE = Perceived value, BTRUST = Brand Trust, ERS = Extreme Response Style specific for the DV, MRP = Mean Response Style specific for the DV, rij ~ N(0, σ2).  

Level 2

(2) β0j =  γ00 + γ01(IND) + γ02(UAI)  + u0j, 

(3) βpj =  γp0 + upj, p = 1-8,

(4) βpj =  γp0 + γp1(IND) + γp2(UAI) + upj, p = 9-11,

(5) βpj =  γp0 + upj, p = 12-14.

where the Level-2 random effects upj are assumed to be multivariate normal distributed over countries, each with mean of 0, var(upj) = τpp, and cov(upj, up’j) = τpp’. 

When the estimation results suggested that the between-country variation for a particular coefficient was not significant, I constrained the Level-2 random effect for that coefficient to zero, then reran the model. Random effects existed for slope coefficients that involved cross-level interactions between Level-1 predictors and Level-2 national culture. The intercepts for all dependent variables (β0j) and the coefficients for response styles (β1j and β2j) were specified as random at Level 2. Following Raudenbush and Bryk (2002)’s recommendations, all Level-1 predictors were centered within countries, and Level-2 predictors were centered on their corresponding means. I standardized the scores of CBI and perceived value across countries to facilitate interpretation and comparison of their relative importance. The estimation was maximum likelihood.

Results

Simple effects. Following the steps above, I ran two models for the two dependent variables and reported these results in Table 1.2. Hypothesis H1a predicted that the relationship between CBI and repurchase intention had an increasing effect. The results showed that the linear term was positive and significant (γ = .37, p <.000), but the quadratic term was not significant (γ = -.01, n.s.). Therefore, hypothesis H1a was not supported. However, I found that the quadratic terms of CBI were significant in predicting customer forgiveness, evidencing an increasing incremental effect of CBI on customer forgiveness (γ = .07, p <.01). This result supported hypotheses H1b. As for the economic driver, the positive quadratic terms supported the hypotheses H2a and H2b that there were increasing incremental effects of perceived value on repurchase intention (γ = .04, p <.01) and customer forgiveness (γ = .04, p <.01). 

----- Insert Table 1.2 about here ----

Relative predictive validity of CBI and perceived value. To test hypotheses H3a and H3b, I ran nested models to predict the two dependent variables in which I added only CBI or perceived value to the co-variates only model, and compared their respective explanatory power. The number of parameters estimated for the two dependent variables was different as the Level-2 variation for the slope coefficients (random effects) differed in the two models. The results showed that the model using perceived value as the predictor of repurchase intention fit the data significantly better than the one using CBI as the predictor. Specifically, the improvement in model fit for the model with perceived value as the predictor was Δχ2 (27) = 882.45, p <.00, while that for CBI was Δχ2 (27) = 690.46, p <.00. This means that other things equal, perceived value in fact was a stronger predictor of repurchase intention, in support of H3a. 
Regarding customer forgiveness, the fit index of the model with CBI as the predictor (Δχ2 (15) = 896.84, p <.00) was more significantly improved than that with perceived value as the predictor Δχ2 (15) = 424.01, p <.00). This finding supports the prediction in H3b, that ceteris paribus, CBI in fact was a stronger predictor than perceived value of customer forgiveness. 

Cross-level interaction effects. Next I tested the cross-level interaction effects between national culture at level 2 and the simple effects at level 1. Hypotheses H4a and H4b predicted that brand identifiers in individualistic countries would report lower repurchase intention and customer brand forgiveness. I found that national-cultural individualism did reduce the positive effect of CBI on repurchase intention (γ = -.05, p <.05), and customer forgiveness (γ = -.05, p <.05). Therefore, both H4a and H4b were supported. Hypotheses H5a and H5b proposed that national-cultural individualism moderated the effects of perceived value on repurchase intention and customer forgiveness. None of these interactions was significant, thus hypotheses H5a and H5b were not supported. 
I did not find support for hypotheses H6a about the moderating effect of national-cultural uncertainty avoidance on the relationship between CBI and repurchase intention. Consistent with hypotheses H6b, I found that national-cultural uncertainty avoidance enhanced the relationship between CBI and customer forgiveness (γ = .10, p < .01). Both of the interactions between national uncertainty avoidance and perceived value in predicting repurchase intention and customer forgiveness were not significant. Therefore, H7a and H7b were not supported.

GENERAL DISCUSSION


This study contributes to the marketing literature by examining the relative importance of economic and psychological drivers of customer-brand relationship in predicting two important customer behavior, repurchase intention and customer forgiveness. I tested the conceptual framework using a large data set from 15 countries across the world. Several interesting findings with important theoretical implications emerged. 
Discussion of Findings and Theoretical Contribution
The empirical results clearly suggest that other things equal, perceived value is more predictive of in-role behavior such as repurchase intention than is CBI. However, compared with perceived value, CBI is a more potent predictor of an important extra-role behavior, customer forgiveness. Given the increased likelihood of disruptions in the business environment, the identification of which relationship driver is more important in driving customer in-role and extra-role behavior is not trivial. CBI might represent a unique element of brand equity (Keller 1993) that goes above and beyond repurchase.
This study also reveals several nonlinear relationships between these drivers and customer outcomes. Specifically, in predicting repurchase intention, I found that CBI exhibits no incremental effect while perceived value shows an increasing incremental effect. However, in predicting customer forgiveness, both CBI and perceived value exhibit an increasing incremental influence, but CBI exhibited a stronger curvature. Previous research has not examined the relative strength of these curvilinear effects. Here, I found that perceived value in general has a stronger incremental effect when the outcome is primarily utilitarian in nature such as repurchase intention. However, CBI exerted a much stronger incremental effect when the outcomes are mainly symbolic and/or socio-psychological such as customer forgiveness. 
Comparing the coefficients of CBI, perceived value, and the control variable, brand trust, it is worth noticing that the effects of perceived value and brand trust on customer behaviors were fairly paralleled. CBI, however, outdid both brand trust and perceived value when it comes to customer forgiveness. Furthermore, these patterns together clearly suggest that CBI is theoretically and empirically distinct from both perceived value and brand trust. 
The linear effect of CBI on repurchase intention seems to suggest that the functional form between CBI and its outcomes may follow different trajectories, depending on whether the outcome serves the purpose of identity-maintenance or identity-promotion. For repurchase intention, which is clearly of an identity maintenance nature, CBI does not exhibit any threshold effect, but rather, has an additive effect above the economic driver of perceived value. For the other outcome, customer forgiveness, improving CBI produces increasing returns. I believe this functional form and this distinction are important not only for future research in marketing but also in management, since most previous work in the literature on organizational identification has not examined these non-linear effects. 

In addition, I found that perceived value had an increasing incremental effect on repurchase intention. This finding was consistent with disappointment theory and the threshold effect that have received some support in previous research (Homburg et al. 2005; Mittal and Kamakura 2001). However, this functional form was not in line with the decreasing incremental effect documented in Agustin and Singh’s (2005) study on airline and retail consumers. In retrospect, this is very consistent with prospect theory (Kahneman and Tversky 1979). More specifically, in categories with lower competitive pressure such as airline, the relationship between value and loyalty might follow a concave function. This is because the perceived value of a brand relative to that of competitors might be too incremental and not obvious to be meaningful to customers. Furthermore, even if there exists relative economic perceived value, the convenience of flight connection might override customers’ preference for value. On the contrary, most of the categories in this study are in categories with fairly high competitive intensity. A slight increase in perceived value relative to competitor might be very meaningful in pushing customers from a loss framing to a gain framing, from mere satisfaction to elation, hence a convex functional form is observed. This conjecture deserves further exploration.
Surprisingly, I found that national culture interacted more with CBI than with perceived value. More specifically, I found that individualism attenuates the effect of CBI on repurchase intention and brand forgiveness. I also found that UAI enhances the positive relationship between CBI and customer forgiveness. These interaction patterns seem to affirm that the CBI construct is social in nature and that uncertainty avoidance and CBI has some congruence in predicting customer outcomes. This is consistent with previous theorization that identification is a strategy that helps reduce subjective uncertainty about one’s self concept (Hogg 2003). This finding also suggests that perceived value might be a universal selling point. However, how enduring perceived value is in predicting customer behavior remains to be explored.
Managerial Implications

This multinational investigation should help brand managers make better decisions on brand investment because the insights will inform managers for which customer segment which variable is a stronger predictor of which customer behavior and more importantly, whether there exists incremental returns for the effects of CBI and perceived value. 

First, the results provide additional measures of brand health that managers can rely on. Bhattacharya and Lodish (2000) reported that brand managers tend to be overly occupied with tracking market share and ignore other dimensions of brand health. Drawing from the epidemiology literature, they propose that the health of a brand consists of two dimension: (1) the current well-being dimension refers to a brand’s attraction to consumers in an environment where all brands are operating under normal conditions, and (2) the resistance dimension refers to consumers’ attraction to the brand when it is under attack from competition or from other elements in the macro-environment. Their brand resistance indices tap into the notion of vulnerability of the focal brand when it is attacked by competitors’ promotion. 
I would add that brand resistance can manifest itself in situations that do not involve competitors’ aggression. Specifically, customer forgiveness is highly relevant to the brand resistance dimension of brand health, but they do not necessarily involve competitive attacks. As an example, when the industry undergoes abnormalities such as product recalls (e.g., the peanut butter product recall in 2008-2009; PETCO’s handling of Menu Foods crisis in 2008), the brand’s resistance dimension is also put to test. In these incidents, extra-role behavior initiated by brand evangelists will serve as an invaluable buffer for the brand to weather the crises. Second, I showed here that relative to perceived value, CBI is a stronger predictor of customer forgiveness. It follows that brand managers who want to build a healthy brand should not only inform customers of the benefits of their brands but also invest resources in building CBI. The identification literature suggests that managers can do so via a number of ways because identification is essentially a function of the prestige of the social entity, including its social responsibility (i.e., the brand, the company), the uniqueness of the social entity, and self-entity congruity (Bhattacharya and Sen 2003). To this end, I would add two important points. First,  managers should be aware that while a consistent brand image strategy is desirable, using the same brand across products may easily lead to brand identity anarchy (Aaker and Joachimsthaler 2000), hence diluting the impact of identification on customer behavior. Second, it is not always the case that the brand identity internally intended by the firm is the same as the brand image in the eyes of the external stakeholders such as customers (Dutton and Dukerich 1991). Therefore, managers who are able to quantify this perceptual discrepancy on a frequent basis will be able to enhance customer-brand relationship.


One of the intriguing findings of this study was the non-linear effects of CBI and perceived value in predicting customer behavior. First, this implies that managers should keep pushing the limits as there are increasing returns to investment in both CBI and perceived value. Second, the differences in the linear and incremental effects of CBI and perceived value also have clear managerial implications. For example, if the focus of the brand manager is to build repurchase intention, managers should be aware that investment on perceived value can be more beneficial, although building CBI also positively contributes to this outcome. In industries where managers have to rely on the supply chain intermediaries and therefore running a higher risk of making mistakes, my findings suggest that managers should pay attention to building CBI in addition to providing value.
On balance, if I take into account of the overall effects of economic and psychological drivers of the customer behaviors examined here, a clear message for brand managers is to build brand identification. Furthermore, the importance of CBI in inducing several important customer behaviors suggests that maintaining a consistent brand identity is of utmost importance. However, in most mergers and acquisitions that take place increasingly often in the real world, the focus has always been on employees’ transition and largely ignored customers’ reaction. Brand managers who invest the time in explaining to their customers about the new brand identity in these instances might be able to prevent their customers from switching. 
Finally, the moderating effects of cultural orientation follow a fairly distinct pattern that managers can utilize. As I mentioned above, national-cultural individualism attenuates the effect of CBI but not perceived value on repurchase intention. The findings seem to suggest that CBI as a psychological driver of customer-brand relationship is not only socially but also culturally-bound while perceived value as an economic driver is fairly universal across individuals in different countries. Therefore, brand managers who operate in countries that are known to be individualistic may want to “prime” these customers to be more collectivistic. This may take the form of creating forum where these customers can join and have their voice heard (Bhattacharya et al. 1995). By fostering an open communication channel, firms can make these individualistic customers feel like they actually “belong”, that they are in fact part of a larger group with a common interest in the brand, or a common “identity”. Furthermore, the interaction pattern also suggests that brand managers should focus their resources on CBI rather than perceived value in countries whose culture is characterized by high uncertainty avoidance. Doing so will help them survive unexpected brand crisis.
Limitations and Future Research

To the best of my knowledge, this research represents the first multinational study examining an important marketing phenomenon, customer-brand relationship, from the perspective of social identity theory. This study is not free from limitations that might be useful for future research. First, the cross-sectional nature of the study does not allow us to draw conclusion about causality. For example, it might be possible that customer success in one type of behavior engagement and validation of their behavior by the brand in one time period might boost their CBI in the subsequent period. I was constrained by the costs of tracking the same customers over time across many countries. However, within-country analyses show relationship patterns that are consistent with the results I presented here, suggesting that this is not a major limitation. Second, I found here that CBI plays a more important role than perceived value in predicting customer forgiveness. CBI also plays its part in explaining customer in-role behavior such as repurchase intention. Is it possible that customer behaviors are determined by different identification bases at different stages of their consumption (see, for example, Garbarino and Johnson 1999)? A longitudinal study which investigates whether the relationship between the three dimensions of CBI and customer behavior might change over time and its pattern will be useful. In this vein, while there has been some work on the antecedents to perceived value and customer-company identification, there has been no empirical work on the antecedents to the specific dimensions of customer-company identification or CBI. It will be interesting for future research to examine the antecedents to different dimensions, namely cognition, affect, and evaluation, of CBI. What variables can serve as the boundary conditions for these relationships? Will these relationships change over time? All of these questions are academically and managerially interesting. 

Third, I adopted Hofstede’s cultural scores to capture national culture in this study. While Hofstede’s data have been frequently used in the marketing literature (Steenkamp et al. 1999), there have been concerns about the richness of its conceptualization. Future research might examine the role of culture using other conceptualizations of culture and values (Rokeach 1973; Schwartz 1992). Finally, this study examines customer-brand relationship in mass markets only. Previous research suggests that in a business-to-business context, relationship is important but buying decision is more rational. However, there has been some preliminary evidence showing that identification can drive customers to engage in extra-role behavior as well (Ahearne et al. 2005). Therefore, it will be interesting to test the hypotheses presented here in a B2B context. In this vein, researchers may want to take into account of multi-levels of identification: identification with the company, with the brand, with the specific stores. Doing so will help refine the current understanding of one of the oldest yet ever-evolutionary phenomenon in marketing, customer-brand relationship. 
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TABLE 1.1
Means, Standard Deviations, and Intercorrelation Matrix 

	Variables
	1
	2
	3
	4
	5

	  1. CBI
	.89
	.48
	.50
	.57
	.48

	  2. Perceived value
	.53
	.83
	.74
	.70
	.42

	  3. Brand Trust
	.55
	.76
	.65
	.71
	.39

	  4. Repurchase Intention
	.61
	.73
	.73
	.75
	.44

	  5. Customer forgiveness
	.53
	.46
	.43
	.47
	.64

	M
	2.68
	4.38
	4.37
	3.70
	2.98

	S.D.
	1.33
	1.53
	1.72
	1.82
	1.52

	Cronbach alpha
	.82
	.95
	.79a
	.88
	.78a

	Composite reliability
	.96
	.95
	.84
	.90
	.78


Notes.
All correlation significant at p < .01 (two-tailed). aCorrelation between the two items. CBI: Customer-Brand Identification. Average Variance Extracted on the diagonal. Means and standard deviations were reported for scale scores before scale purification. Zero-order correlations are in the lower matrix; correlations adjusted for response styles are in the upper matrix.
TABLE 1.2
Hierarchical Linear Modeling Results

	Predictors
	Dependent variables

	
	Repurchase intention
	Customer Forgiveness

	Intercept components
	
	

	Intercept
	3.55***
	2.76***

	Individualism (IND)
	.11
	-.01

	Uncertainty avoidance (UAI)
	.06
	-.02

	Control
	
	

	ERS
	-.03***
	-.02***

	MRP
	-.02***
	.01***

	Gender (0 = Female)
	-.08***
	.04

	Age
	.00
	.00

	Beer category
	-.37***
	.05

	Sportswear category
	-.10
	-.19***

	Cellular phone category
	-.19**
	-.18***

	Fast food category
	.24**
	.06

	Main effects and Quadratic terms
	
	

	CBI
	.37***
	.36***

	Perceived value
	.53***
	.29***

	Brand trust
	.60***
	.14***

	CBI2
	-.01
	.07***

	Perceived value2
	.04***
	.04***

	Brand trust2
	.04***
	.03***

	Interaction terms
	
	

	CBI x IND
	-.05**
	-.05**

	CBI x UAI
	.00
	.10***

	Perceived value x IND
	.01
	.04

	Perceived value x UAI
	-.01
	-.04

	Brand trust x IND
	.04
	-.01

	Brand trust x UAI
	-.03
	.04

	Pseudo R-square
	68%
	36%


Notes

* p < .10

** p <.05

*** p <.01.
ERS = Extreme Response Style, MRP = Mid-scale Response Style. CBI = Customer-Brand Identification. Unstandardized coefficients.
FIGURE 1.1
Conceptual Framework
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APPENDIX 1.A

Construct Measures

	Construct measures
	Standardized factor loadings

	CBI 
	

	  Cognitive dimension ( see below)
	.64

	 CBI1. Venn-diagram item
	.78

	 CBI2. Verbal item
	.72

	  Affective dimension
	.98

	 CBI3. When someone praises [brand], it feels like a personal compliment.
	.91

	 CBI4.  I would experience an emotional loss if I had to stop using [brand]
	.86

	  Evaluative dimension
	.94

	    CBI5. I believe others respect me for my association with [brand]
	.90

	    CBI6. I consider myself a valuable partner of [brand]
	.87

	Perceived value 
	

	1. What I get from [brand] is worth the costs
	.92

	2. All things considered (price, time, and effort), (brand) is a good buy in the (category)
	.91

	3. Compared with other (category) brands, [brand] is good value for the money
	.93

	4. When I use [brand], I feel I am getting my money’s worth
	.90

	Repurchase Intention 
	

	1. I consider (brand) my first choice when buying/using (category)
	.90

	2. I will buy more (brand) products or services in the next few years
	.83

	3. The next time you are going to buy or use [product category], how likely is it that it will be [brand] again? (1: very unlikely, 10: very likely)
	.88

	Brand Forgiveness 
	

	1. When [brand] makes mistakes, I would always forgive
	.79

	2. Occasional defects, inferior quality, or service failures don’t diminish my trust in [brand]
	.80


Cognitive CBI (adapted from Bagozzi and Dholakia 2006; Bergami and Bagozzi 2000)
CBI1 (Venn-diagram item)



CBI2. (Verbal item). To what extent does your own sense of who you are (i.e., your personal identity) overlap with your sense of what [brand] represents (i.e., the [brand]’s identity)? Anchored by: -4 = Completely different, 0 = Neither similar nor different, and 4 = Completely similar.
Note. All scales are 7-point Likert, except CBI1, CBI2, and Item 3 in the repurchase intention scale.

APPENDIX 1.B

Analytical Notes

Exploratory Factor Analysis

Consistent with Vijver and Leung (1997), the preliminary analyses started with an exploratory factor analysis (EFA) to explore across countries: the item characteristics, item-total correlations across the measuring items of each construct across countries, and factor loading pattern of all items across all constructs. All scale items showed a consistent pattern across countries did not cross-load heavily onto other factors. This EFA was also necessary before I corrected scale scores for response styles. I then proceeded with confirmatory factor analyses using multiple group models. 

Measurement Invariance

I used multigroup confirmatory factor analyses to test measurement invariance prior to testing the structural model (Steenkamp and Baumgartner 1998). The fit of the configural invariance model in which all loadings were freely estimated yielded good fit (χ2(1590) = 5,815.78, CFI = .953, TLI = .939, RMSEA = .021, AIC = 7,225.78). All factor loadings were highly significant across all 15 countries, and most of the standardized factor loadings exceeded .60. The full metric invariance model in which all of the factor loadings were constrained to be invariant across countries also yielded good fit (χ2(1730) = 6,121.68, CFI = .951, TLI = .942, RMSEA = .021, AIC = 7,251.68). Although the increase in chi-square is significant (Δχ2(140) = 305.9, p <.00), the alternative fit indices showed only minimal changes. Steenkamp and Baumgartner (1998) recommended that in comparing model fits, researchers should not rely exclusively on the chi-square difference test because of its sensitivity to sample size, and that other fit indices such as CFI, TLI, AIC should also be used. Using this heuristic, I concluded that cross-national invariance was supported. I averaged scale items for each scale to obtain composite scores for each construct. 

Discriminant Validity
Table 1. 2 shows that the square of the pairwise zero-order correlation between any two constructs is smaller than the average variance extracted by the measuring items of the corresponding constructs, demonstrating discriminant validity (Fornell and Larcker 1981). I also tested the discriminant validity of three constructs, CBI, perceived value, and brand trust. I measured brand trust using two 7-point Likert items (“I trust this brand”, “I rely on this brand”) adapted from the brand trust scale developed by Chaudhuri and Holbrook (2001). The comparison of average variance extracted and the square of pairwise correlation suggested that discriminant validity was established. The models in which the correlations between the latent constructs were constrained to unity also yielded significantly worse fits, evidencing discriminant validity (Δχ2(1) = 1,893, p <.00 for the perceived value - brand trust pair, Δχ2(1) = 4,499.70, p <.00 for the CBI – brand trust pair). It should be noted that the pairwise correlation between CBI and brand trust is moderate (ρ = .50 after purification), while that between value and brand trust is fairly high (ρ = .74 after purification). This is consistent with previous research (Agustin and Singh 2005).

Correction for Response Styles

After examination of the factor structure, I followed the steps Baumgartner and Steenkamp (2001) delineated to purify scale scores of response styles. More specifically, I first calculated the index of extreme response style (ERS), the tendency to endorse extreme responses regardless of content, as the frequency with which a respondent strongly agreed or strongly disagreed with questionnaire items. The index of mid-scale response style (MRP), the tendency to use the middle scale category regardless of content, was computed as the frequency with which respondents endorsed the middle scale category. As recommended by Baumgartner and Steenkamp (2001), I excluded the items belonging to the scale in question when I assessed scale-specific response style indices to avoid confounding of substantive and stylistic variance. Then, I  regressed respondents’ scores on the substantive scales on the corresponding response styles indices, and saved the residualized scores for each scale score for subsequent analyses. These residualized scale scores were essentially been purified of method variance resulting from extreme response styles. 

Customer-Brand Identification as a Sustainable Competitive Advantage: A LonGITUDINAL EXAMINATION
INTRODUCTION

Although customer satisfaction figures predominantly in the marketing literature, there have been concerns that customer satisfaction is not enough to predict customer loyalty (Jones and Sasser 1995; Oliver 1999). For example, in a large scale study across several industries, Reichheld (1996) reported that 65%-85% of customers who defect actually state that they were satisfied or very satisfied before defection. Recent search has suggested that perceived value might be a better substitute. Although perceived value is at a higher level of abstraction than satisfaction as it captures customers’ overall assessment of “the utility of a product based on perceptions of what is received and what is given” (Zeithamal 1988, p. 14), empirical findings have been mixed (c.f., Dodds, Monroe, and Grewal 1991; Sirohi, McLaughlin, and Wittink 1998). Furthermore, this construct does not capture other non-economic factors such as psychological benefits that might motivate customers to continue to buy what they buy (Sheth, Newman, and Gross 1991). Meanwhile, the branding literature has already suggested that brands can provide benefits above and beyond functional benefits (Keller and Lehmann 2006). However, we know very little about the enduring ability of a brand to create customer lifetime value vis-à-vis perceived value. 

In this vein, Bhattacharya and Lodish (2000) propose that the health of a brand can be conceptualized in epidemiological terms as consisting of two related yet distinct components: current well-being and resistance. Brand current well-being is generally reflected in the current market share, baseline sales (i.e., sales when there is no promotion), and customer-based brand equity (Keller 1993) under normal conditions. The bulk of the brand loyalty literature focuses on this dimension of brand health, with repurchase intention and willingness to pay more as the focal criterion variables (Keller and Lehmann 2006). Brand resistance refers to the focal brand’s vulnerability to abnormal fluctuations in the market, such as competitors’ aggressive promotional campaign, introduction of a disruptively innovative product, or changes in regulations. This vulnerability manifests itself primarily in the form of switching behavior (Bhattacharya and Lodish 2000, p. 8-10), bringing to light the market segment of “spurious loyalty” (Day 1969; Jacoby and Chesnut 1978). It remains unclear, however, as to what variables can serve as valid, persistent antecedents to brand health in the face of “disruptive and sustaining forces that are present and active over many consumption episodes” (Moore, Wilkie, and  Lutz 2002, p. 35).
Drawing from the customer-company identification literature (Ahearne, Bhattacharya, and Gruen 2005; Bhattacharya and Sen 2003), I propose that customer-brand identification (CBI), defined as the customer’s perception, emotional significance, and value of sharing the same self-definitional attributes with a brand, is the missing link in predicting brand resistance even when perceived value and switching costs are controlled for. I propose that unlike its predecessor brand concepts, CBI captures the fusion of the brand, the self, and self-schemata, making it a “sticky prior” (Bolton and Reed 2004) that might be more enduring than either ephemeral satisfaction or manipulable switching costs. In other words, CBI might constitute a sustainable competitive advantage due to its value, rareness, inimitability, and non-substitutability (Barney 1991; Porter 1985; Reed and DeFillipi 1990).

My research departs from previous research in several ways. First, previous research on customer-company identification has been cross-sectional. Hence, the dynamic nature of CBI has not been examined. Second, previous research on customer-company identification has largely ignored the important role of competition. Apparently, the call for the incorporation of competition into customer relationship models (Rust, Lemon, and Zeithaml 2004) has not received its well-deserved attention. This is surprising because research in the non-profit marketing literature suggests that participation in activities other than those organized by the focal organization impairs the identification with the focal organization (Bhattacharya, Rao and Glynn 1995). Furthermore, social identity and identity theories suggest that an individual might identify with multiple targets, and only the identity that is the most salient will form the basis for action (Callero 1985; Stryker and Serpe 1994). The salience of an identity to a customer is a function of two major factors, its subjective importance and the situational relevance. “A subjectively important identity is one that is highly central to an individual’s global or core sense of self….A situationally relevant identity is one that is socially appropriate to a given context” (Ashforth and Johnson 2001, p. 32). In competitive markets, this notion of CBI saliency is highly relevant. Finally, there has been little research on the longitudinal effects of customer’s perceived value on brand loyalty in a competitive setting where value perception is relative rather than absolute. I believe a longitudinal examination of CBI saliency and relative perceived value – rather than CBI and perceived value per se – should provide useful insights into customer loyalty processes in competitive markets. 
In light of the above discussion, the goal of this study is to examine the dynamics of CBI saliency when there is a new entrant and its impact on behavioral loyalty at the individual level. In so doing, I seek  the answers to two research questions: (1) How predictive is CBI saliency compared with relative perceived value in predicting switching behavior from incumbent brands to the new entrant? and (2) How does this pattern change over time?

The organization of this second essay is as follows. First, I briefly review the background literature, and then present the conceptual framework and the hypotheses. Then I describe the empirical context, the sample, and the empirical results. The paper concludes with a discussion of findings, theoretical and managerial implications, and directions for future research.

Customer-Brand Identification


According to Bhattacharya and Sen (2003), customers might perceive themselves as sharing the same self-definitional attributes with companies. They further posit that, “in addition to the array of typically utilitarian values (e.g., high product value, consistency, convenience) that accrue to consumers from their relationship with a company,” they believe customer-company identification function as “a higher-order and thus far unarticulated source of company-based value” (Bhattacharya and Sen 2003, p. 77). I extend this logic to a more micro-level of research domain, brands. This extension is possible for a number of reasons. First, brands should be more familiar to customers than companies, with the exception of corporate brands. Brands represent the concrete actualization of the otherwise abstract companies. Second, a company such as Procter & Gamble might own a multitude of brands in one category, or operate in several product categories. These brands might represent very different brand personality that appeal to very different customer segment. 


As I mentioned above, I define customer-brand identification as the customer’s perception, emotional significance, and value of sharing the same self-definitional attributes with a brand. This multidimensional conceptualization is consistent with social identity theory (Tajfel and Turner 1985) from which the customer-company identification literature draws. I recognized that elsewhere identification has been conceptualized as purely cognitive, especially in early work in the organizational identification literature that examines how organizational members identify with companies they work for (Dutton, Dukerich, and Harquail 1994). However, multidimensional conceptualization of identification has recently been gaining acceptance in applied psychology (Ashforth et al. 2008; Harquail 1998; Henry, Arrow, and Carini 1999; Mael and Ashforth 1992) as well as marketing (Bagozzi et al. 2008) literature. This new development in the identification literature is in line with work on the affective and cognitive bases of attitude and the interaction between cognition and affect (Edwards 1990; Fabrigar and Petty 1999). 

Previous marketing research has examined the notion of identification from two major perspectives. The first school of thought, which is heavily grounded in identity theory (Stryker and Serpe 1982), is more concerned with how role-identity that is associated with social categories such as occupation, gender, or ethnicity guide individuals’ thinking, judgment and behavior. In this regard, the focus is more on the private self and individual behavior (Reed 2002). For example, in a series of experiments that induce a variety of identities such as parents, teenagers, businessperson, and environmentalists, Bolton and Reed (2004) found that identity-driven judgment is sticky because it triggers an elaborate self-schema and induces social-referencing. They demonstrated that this top-down thinking effect perseveres in the face of subsequent bottom-up analysis (e.g., feature-based analysis) and subsequent counterfactual reasoning, and that strong identifiers are some what less susceptible to social influence effects from group interactions. The second school of thoughts relies more on social identity theory (Tajfel and Turner 1985), focusing on the social and collective self and collective behavior rather than the private self. Examples include research on brand community (Bagozzi and Dholakia 2006), intentional social action (e.g., we-intention versus I-intention, see Bagozzi 2000). A number of researchers have adopted both perspectives since the two original theories, identity and social identity theories, both fall under the umbrella of self research. The customer-company identification literature (Bhattacharya and Sen 2003; Arnett, German, and Hunt 2003) can be classified into this last group as its conceptualization discusses both the private as well as collective aspects of the self, with behavioral outcome ranging from repurchase intention (in-role and personal behavior) to collective action (extra-role behavior such as defending the brand when it is slandered by an out-group such as non-identifiers). 

Customer-brand identification differs from other brand concepts in important ways. First, it has now been well-established both conceptually and empirically that identification is not the same as commitment (e.g., Ashforth et al. 2008; Bergami and Bagozzi 2000; Brown et al. 2005). Second, identification reflects a psychological oneness resulting from customers’ active, selective, and volitional act motivated by the satisfaction of one or more self-definitional needs (Bhattacharya and Sen 2003, p. 77). Identification also differs from trust in that customers can trust several brands but might only identify with one brand. Identification differs from loyalty in that identification will lead to loyalty as one form of identity-congruent behavior, behavior that is consistent with the core values and norms associated with the identified target (e.g., the brand). However, not all customers who repurchase the same brand are brand identifiers. It is this last distinction that motivates this research. 

CONCEPTUAL FRAMEWORK AND PREDICTIONS

Drawing from the conceptual work by Sheth, Newman, and Gross (1991) and theorization by Bhattacharya and Sen (2003), I propose that two key group of variables will predict customer loyalty behavior over time, customer characteristics and customer perceptions of both incumbent brand(s) and new competitor(s). In brand health’s terminology, this enduring loyalty in face of market change represents an indicator of brand resistance. Although brand resistance can manifest itself in a variety of consumption situations as I mentioned above, here I focus only on brand resistance of incumbent brands when a disruptively innovative brand entered the market. To keep the scope of the study manageable while attending to the longitudinal effects of the focal constructs, I confine the scope of my investigation to only switching behavior from the incumbent brand to the new brand. The conceptual framework is depicted in Figure 2.1.

----- Insert Figure 2.1 about here -----

Cross-Sectional Effects

Relative perceived value and customer switching behavior. The relationship between perceived value, defined as the difference between benefits and costs, and repurchase intention has been found to be partially mediated by customer satisfaction (Patterson and Spreng 1997; Whittaker, Ledden, and Kalafatis 2007). Satisfaction is the response to pleasurable fulfillment of needs, desires, and expectations (Oliver 1993). Previous research has shown that satisfaction in turn results in customer loyalty (Oliver 1993). 
I further argue that it is not perceived value per se that can drive customer behavior. Firms are increasingly adept at creating value for customers. Therefore, a brand that is successful in showing its customers that it offers a little extra than the value other brands can will be able to keep its customers from switching. In fact, customers set their expectation and subsequent satisfaction based on prior experience (Bolton and Drew 1991; Homburg, Koschate, and Hoyer 2005). Similarly, customers who are familiar with incumbent brands use their existing relationship with those brands as a reference point to evaluate new brands. Only brands that can exceed that reference point on the gain side (Kahneman and Tversky 1979) might be able to cause customers to switch. Therefore, I hypothesize:
H1: At the time of the introduction of the new brand, the higher the relative perceived value of the incumbent brand, the lower the probability that the customer will switch to the new brand.

Customer-brand identification saliency and switching. Customers with high CBI consider the brand to be part of their “self.” This assimilation is intertwined with customers’ deep emotional attachment to the brand such that parting with the brand amounts to great “psychological distress” (Ashforth and Johnson 2001). However, this emotional switching cost is not the only route through which CBI exerts its impact on loyalty behavior. Customers with high CBI enter the phase of “determined self-isolation” wherein they have “generated the focused desire to rebuy the brand and only that brand” and “acquired the skills necessary to overcome threats and obstacles to this quest” (Oliver 1999, p.37-38). Social identity theory and identity theory refer to these behaviors as identity-congruent behavior (Stryker and Serpe 1982; Tajfel and Turner 1985). In its ultimate form, customers entered the phase of “immersed self-identity” when they participate in brand communities. In other words, CBI carries with it the notion of personal determination and social support that might not be reflected in either switching costs or satisfaction (Oliver 1999, p. 42).
An individual may have multiple identifications with different identity targets. For example, a customer might identify with brands that position close to one another. I mentioned above that the social identity and identity theories inform that it is the salience of the identity that forms the basis of behavior. Customers with high CBI consider the brand to be central to their core of self. Yet situational factors might bolster this identification. When the introduction of a new brand takes place in the market space, the existing identity is under threat (Elsbach and Kramer 1996), and therefore customers who identify with incumbents are likely to reconsider their existing relationship with the incumbent brand, making this identity more salient. Yet at the same time, the brand of the new entrant with a novel identity might also be salient. Identity theory suggests that while multiple identifications might exist within an individual, s/he can only be capable of invoking one identity at a time because identities tend to be cognitively segmented and buffered (Ashforth and Johnson 2001; Marks and MacDermid 1996). Even if identities can be simultaneously salient, it is the relative saliency of an identity that matters most in determining which course of action an individual will take (Stryker and Serpe 1982). This suggests the following hypothesis:
H2: At the time of the introduction of the new brand, the more salient the CBI with the incumbent brand, the lower the probability that the customer will switch to the new brand.

Longitudinal Effects
The impact of perceived value might be subject to deterioration due to two reasons. First, competitive attractions are likely to erode the relative perceived value of incumbent brands. Second, perceived value represents essentially a utilitarian driver of consumer-brand relationship; it is not closely linked to the self. Previous research suggests that transaction-specific satisfaction is highly correlated with positive affect (Oliver, Rust, and Varki 1997) but not “hot affects.” In the aggregate, the effects of perceived value on customer behavioral loyalty, while cognitive and affective in nature, do not reflect a high level of internalization of brand values into the self.
On the contrary, the impact of CBI on consumer loyalty is more likely to be enduring over time. Previous experimental research has demonstrated that role identity (e.g., an environmentalist, an executive) can have an enduring effect on judgment, the so-called stickiness effects (Bolton and Reed 2004). In other words, parting with the identity leads to hot affects like psychological distress (Ashforth and Mael 1989). Changing self-related schema does not easily take place, and if it does, it takes time (Bolton and Reed 2004). On this basis, I further propose that the saliency of CBI exerts an enduring effect on customer loyalty behavior. I mentioned above that identity threats such as the introduction of a new brand sensitize the saliency of the identity of existing brands. Over time, if customers find the identity of the new brand to be more attractive, the salience of their old identity might shift to the background. Alternatively, if customers believe their current identity derived from their relationship with the incumbent is superior to the new brand’s identity, the salience of the existing identity will in fact shift to the fore and grow stronger under identity threat. Taken together, this suggests the following hypothesis:
H3: Over time, the effect of the relative perceived value of the incumbent brand on customer switching to the new brand is less enduring (i.e., decays faster) than that of the saliency of CBI with the incumbent brand.
Method

Sample


I collected the data from a large proprietary European online panel of actual consumers in Spain. The research context was the launch of the iPhone 3G is Spain. The launch of the iPhone was particularly suitable for the research questions for several reasons. First, this launch provided a natural starting point of the risks that all consumers were exposed to. Second, the brand was the iPhone 3G, which improved substantially on its prior version 2G. It should be noted that the iPhone 2G was launched in the U.S. in 2007 and was named the innovation of the year by the Times magazine. Third, the cellular phone market in Spain was highly competitive, and switching costs were high as consumers were locked in long-term contracts. These market characteristics provide the most stringent test of the hypotheses. 


The initial survey was developed in English and was then translated into Spanish by a professional translation service. Two native Spanish speakers checked and completed the wording of the survey. After that, the survey was revised, back translated, and was finally programmed in Spanish. Links to the online survey were then sent to panel members. There were five waves of the surveys. The first wave was conducted two months before the actual launch of the iPhone in Spain. Each wave was “live” for approximately two weeks. The screening questions in the first wave were whether the panel member owned a cellular phone and their awareness of the launch of the iPhone. The other four waves were carried out at two-month intervals, with the second wave launched approximately 10 days after the actual launch. Therefore, the five waves were equally discretized. To enhance the response rates, panel members were entered into a raffle to win a prize if they completed all waves of the survey. I received 7,050 responses for the first wave. This pool of initial response served as the sample for the last four waves. The average number of responses for each subsequent wave was 2,000. 
As I will detail later on, I used discrete hazard models to capture switching behavior. I define an event as switching to the iPhone, which I assumed to follow a two-stage process. First, the customer developed the switching ideation. This ideation then may or may not turn into actual switching behavior. With this goal in mind, I compiled a final data set which includes 679 useable responses. These include those who responded to all five waves of surveys, those who expressed an ideation to switch to the iPhone but had not switched, and those who actually switched to the iPhone during the period observed. Customers who switched to a brand other than the iPhone was not recorded as a competing event because the focus of my study was about switching behavior (ideation and/or actual switching) from existing brands to the iPhone. Furthermore, the exclusive service provider for the iPhone in Spain offered quite a few brands, and the switch from an existing brand to another existing brand generally did not rule out the possibility that customers would switch to the iPhone. Among the 679 responses, there were 356 customers who had switching ideation, and 84 actual iPhone-switchers. The sample was diverse in terms of socio-demographics: 37.4% were female; 84.5 lived in urban area; 60.1% were under the age of 30; 86.2% were employed. 48% of the respondents were married, with 87.8% having a bachelor degree. 
Measures

I measured CBI using six items. The cognitive dimension consisted of two items adapted from Bergami and Bagozzi (2000). The first item in this scale is a Venn-diagram showing the overlap between consumer identity and the brand’s identity. The second item is a verbal item that describes the identity overlap in words rather than graphically. I  measured the affective and evaluative dimensions by two items each, tapping into the affective attachment between the consumer and the brand and whether the consumer thinks the psychological oneness with the brand is valuable to him/her individually and socially. These items were adapted from Bagozzi and Dholakia 2006. I measured perceived value with four items adapted from Dodds et al. (1991). Economic and procedural switching costs were measured with five items each, adapted from Burnham et al. (2003) and Jones et al. (2007).
Customers rated CBI and perceived value for both their current brand and the iPhone. I constructed the CBI Saliency index by dividing CBI with the incumbent brand by the sum total of CBI for the incumbent brand and the iPhone, then normed this index to be on a scale of seven. Relative perceived value was operationalized in the same way. These relative indices were similar in nature to relative market share in the MCI model (Nakanishi and Cooper 1982). 
Control variables. Because this study will be tested in the context of a new brand introduction into existing markets, it is necessary to control for customer characteristics related to adoption of innovation. These include customer innate innovativeness (Bass 1969; Steenkamp et al. 1999), and susceptibility to social influence (Bearden, Netemeyer, and Teel 1989). I also controlled for socio-demographic variables (gender, age). Since cellular phone consumption is also involved with a service provider, I controlled for customer satisfaction with the current service provider.
In addition to customer perceived value and CBI, switching costs might be another reason why customers keep buying a brand. I included two types of non-relational switching costs: procedural costs and financial costs. Procedural switching costs have been defined as consisting of economic risk, evaluation, learning, and setup costs. Financial switching costs refer to benefits loss and financial-loss costs (Burnham, Frels, and Mahajan 2003). I did not include relational switching costs because it was embedded as a consequence of CBI. This distinction of relational versus non-relational switching costs is consistent with recent theorization by Bendapudi and Berry (1997) that customers may be motivated to maintain relationships with brands because of either constraints such as time and money or dedication such as expected emotional distress if they switch to another brand. Customers with high non-relational switching costs feel trapped as hostage in the relationship with brands (Jones and Sasser 1995). Previous research has consistently found that economic and procedural switching costs are positively related to intention to stay with a service provider (Burnham, Frels, and Mahajan 2003).

Model Specification

For this study, since the dependent variable is an event (switch/not switch), I adopted survival analysis as the analytical methodology. I specified the logit link (Singer and Willett 2003). It should also be noted that when the probability of the event is low, the complementary log-log link function produces results that are similar to that by the logit link specification (Singer and Willett 2003). I briefly review the general discrete hazard model in Appendix 2.A. Next I applied this framework to develop a two-stage model that was used in this study.

I modeled the survey data with five time periods t = 1, 2, … , T ; and individuals i = 1, 2, …, n. In this model, an individual first demonstrates switching ideation before he or she switches to iPhone. I further define 
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 when an individual i first indicates switching ideation during time period si. By definition, 
 (an individual can only start to form switching ideation once).  for all s < si 
, and similarly,  when individual i switches during time period ti  (an individual can switch only once in the duration of the study).
 for all t < ti 
Individual i’s utility of the focal brand during time period t is 
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. That is, the individual probability of ideation to switch to the iPhone, given that s/he has not considered it yet, is
 is assumed to follow an i.i.d. logistic distribution. The utility governs the individual’s behavior in both ideation to switch and actual switching behavior, where actual switching requires the utility to pass a higher bar  π > 0, where the error term εit 
(1) 
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The individual’s probability to actually switch, given that s/he has stated switching ideation but has not switched yet, is

(2)
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I further specify the deterministic part of the utility as:
(3)             
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where Dt represents time dummies, CBIS = Customer-brand identification saliency, RPV = Relative perceived value, SWE = Economic switching costs, SWP = Procedural switching costs, PRSAT = Satisfaction with service provider, INNOV = customer innate innovativeness, SUSINF = Susceptibility to information, SUSPUR = Susceptibility to purchasing norm.

The effects of covariates are assumed to be stable over time. I used a random-effects model in which the random effect  λi ~ N (0, σ2)  captured the heterogeneity across individuals. To capture the dynamic effects of CBI saliency and relative perceived value, I adopted an AR(1) setting for the coefficients. More specifically:
(4) 
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This approach provides a parsimonious parametric structure with only two parameters, β(1) and ρ, for CBI saliency or relative perceived value. I placed no restriction on the decay parameter ρρ so that its size and sign would reflect the trend and stability of the trend in the time varying coefficients. If   > 1, then the effect of the predictor grows over time. If ρ = 1, then the effect of the predictor is stable. Finally, if  0 < ρ <1 , then the effect of the predictor decays over time. If ρ <0, the effect of the predictor fluctuates between growing and decaying. The likelihood for individual i is:
(6)
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The log-likelihood for individual i is
(7)
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where si  is the time period when he or she switched. The overall log-likelihood is: is the time period when individual i started to consider switching and ti 
(8) 
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Results


Measurement model. All constructs were first subject to exploratory factor analysis, then confirmatory factor analysis. All of the measurement items loaded onto their intended factor and showed good psychometric properties. The Cronbach alpha reliability index of all constructs exceeded the conventional thresholds. Table 2.1 reports the descriptive statistics of the constructs, and correlation of the two focal predictors, CBI saliency and relative perceived value, over time. I computed composite scores of the focal constructs to run the estimation. Appendix 2.B reports the scale items and reliability indices of each construct measures for each wave.
----- Insert Table 2.1 about here ----

Estimation results. Table 2.2 presents the results for three models: Model A is the baseline hazard model without predictors, Model B is the covariates-only model, and Model C is the final model. In testing the hypotheses, after running Model B, I added the focal predictors, CBI saliency and relative perceived value, one at a time to test whether they improved the overall model fit. These intermediary steps showed that models that models that included either CBI saliency and relative perceived value were superior to the covariates-only model (ΔAIC = 97.7 and 101.1, respectively). This suggested that these two predictors significantly predicted switching behavior.
----- Insert Table 2.2 about here -----


Hypotheses H1 and H2 predict that at the time of the introduction of the new brand, customers who perceive the incumbent brands as providing higher value or possess a stronger identification with the incumbent brand than with the new brand will be less likely to switch. The result in Table 2.1 confirmed both of these hypotheses. More specifically, relative perceived value greatly reduced the switching probability (β = -.814, p <.00), and so was CBI saliency (β = -.356, p <.00). A two-tailed test showed that for the initial stage, the effect of relative perceived value was marginally stronger than that of CBI saliency (Δβ = .457, s.e. = .269, p < .10). It should be emphasized that the dependent variable in the initial stage was only switching ideation and not actual switching.

The decay of these effects was also in the direction predicted in hypothesis H3. I found that the effect of CBI saliency was in fact greater than 1 (ρ = 1.375, p <.05), while the effect of relative perceive value was smaller than 1 (ρ = .73, p <.05). This suggests that the effect of CBI saliency on actual switching behavior grew stronger over time, while the effect of perceived value on switching waned as time elapses. The growth factor of CBI saliency was much larger than the decay factor of relative perceived value (Δρ = .643, s.e. = .273, p <.05).
GENERAL DISCUSSION


This is the first empirical test of the longitudinal effect of CBI and value. Its unique features include (1) taking into account the relative strength of these predictors vis-à-vis the same measures for the new entrant, (2) testing the conceptual framework in a field setting, with a natural occurrence of a critical event that disrupted the market, and (3) controlling for important alternative explanations by important covariates. These features provide the stringent test of theory. It complements the existing macro-level literature on innovation and order of entry (e.g., Aboulnasr et al. 2008) with an in-depth, micro-level look at the competitive dynamics of technological evolution from the customer’s perspective. Next, I discuss the findings, its implications for theory and managers, and future research avenues.
Discussion of Findings and Theoretical Implications
In the satisfaction literature, findings about the longitudinal effect of loyalty predictors have been mixed. For example, in a series of longitudinal experiments, Homburg, Koschate, and Hoyer (2006) showed that as the number of experiences increases over time, the influence of cognition increases whereas the influence of affect decreases provided that consumption experiences are consistent. In addition, Garbarino and Johnson (1999) report that satisfaction is the key loyalty driver of newer customers while commitment plays a more important role for older customers. On the contrary, Johnson, Herrmann, and Huber (2006) reported in a three-time period longitudinal study that loyalty intentions are a function of perceived value (largely cognitive in nature) early in the product life cycle and affective attitudes toward the brand become more important driver later on. They however did not control for switching costs. In this vein, it should be noted that Mittal and Kamakura (2001) have shown that the relationship between customer satisfaction and repurchase intention and actual repurchase do not follow the same trajectories. I attributed these mixed findings to the lack of consideration for competitive effects. Here I differ from prior research in important ways by accounting for the competitive effect, considering both switching ideation and actual switching behavior. 

I found strong support for all of the hypotheses. Cross-sectionally, CBI saliency and relative perceived value appear to be equally strong in predicting customer loyalty. This is consistent with recent findings reported by Vogel, Evanschitzky, and Ramaseshan (2008) and theorization by Lemon, Rust, and Zeithaml (2001). However, the longitudinal effects of CBI saliency and perceived value suggest that the effects of value might erode over time while CBI saliency stands the test of both time and competitive attacks. 

This study contributed to the burgeoning literature on customer-company identification, and more broadly, relationship marketing. It highlighted the fact that although the relationship between customers and brands might be complexly driven by economic and psychological factors, in the long run, it is the customers’ psychological bonding with the brand that helps with brand resistance in the long run rather than economic value. This is not to say that perceived value is not important, as evident by the fact that at least cross-sectionally, perceived value relative to the new entrant might help the brand to keep its customers from switching. Having said that, the findings underscore that CBI can serve as a good predictor of brand health (Bhattacharya and Lodish 2001), both for the brand’s current health and resistance dimensions. In other words, CBI is indeed a sustainable competitive advantage. 
Managerial Implications

Prior research has always been focused on perceived value as the key relationship driver (see for example, , Evanschitzky, and Ramaseshan 2008). The compelling findings of this study have important implications for both brand and customer-relationship managers. For brand managers, the findings suggest that building brand health requires investment on both value delivery and building CBI. Furthermore, such investment must create a tipping point such that the brand has an edge over the competition. Customers may have a liking for a competitor, but doing a little more extra might tip the customers’ preference in favor of the firm. In addition, it is customer identification with the brand that keeps the customer around for a longer time even when the brand is under attack. The task of brand managers then is to move spurious loyalty customers, those who are prone to competitive promotion and new products, to a higher level of bonding with the brand through socio-psychological ties. These might be as simple as engaging customers in more corporate-sponsored activities, or allowing customers to take part in co-creation such as higher level of customization (Arnett et al. 2003; Bhattacharya and Sen 2003).
For customer-relationship managers, the findings suggest that helping customers to see the difference between the firm’s offerings and those of competitors might pay off nicely. In terms of perceived value, this strategy is not that far away from differentiation suggested by Porter (1985). In terms of customer identification with the brand, enhancing share of mind such that the brand becomes part of the customers’ self represents a promising and viable strategy. Here the importance is not so much on brand recall and brand awareness, but rather, on whether the brand attracts customers to identify with it such that the focal brand is always more salient than other competing identities and customers are proud about their association with it.

In terms of strategic implication, the fact that perceived value might erode faster than CBI does not mean that managers should ignore the former altogether. Quite on the contrary, investment on value might represent an area to focus on to intensify its short-termed effects to poach incumbent brands. Once customers have switched, managers should adapt their strategies to be more relationship-based to build identification. In addition, the weak effect of switching costs suggests that creating high barriers to switch for customers do not pay off in the long run. In fact, such move might create a boomerang effect such that customers’ calculative commitment turns into bitterness. 
Limitations and Future Research

The results of this study should be interpreted with its limitations in mind. First, I only focused on one product category. Although this focus has the advantage of controlling for industry-level effects, the generalizability of the results might be compromised. However, given that the study context is fairly stringent (high switching costs, high competition) and the empirical analysis provides very strong support of theory, I believe the results should hold in many other contexts. 
The enduring effect of CBI saliency is not trivial. However, I have not examined the antecedents to this saliency. The organizational identification literature (Ashforth and Mael 1989) and recent research on customer-company identification (Arnett et al. 2003) seems to suggest that organizational prestige is one of the most important factors that create higher identification. However, higher identification does not guarantee high saliency, and it is shown here that saliency matters. Therefore, I suspect that brand uniqueness may play a more important role than brand prestige when the targets of identification are brands. Broadly, this would suggest that CBI has some peculiarities that are not available to draw from findings in the organizational literature. Much more research is needed to explore this interesting area. 
In the same vein, although the stickiness of CBI is a contribution to the literature, I have not uncovered the nuances of the underlying processes. For example, which part of CBI is sticky? Is it cognition, affect, or evaluative aspects? Which aspect is more important? Does this pattern change over time? The answer to these questions should prove useful for theoretical advancement. In this vein, if CBI is important, it might be interesting for future research to explore how CBI aspects evolve over time and what managers can do improve specific aspects of CBI. Finally, due to cost concern, I was able to track customers over a year. Future studies that extend the duration might reveal deeper insights into the customer-brand relationship. 

TABLE 2.1.
Descriptive Statistics
A. Means and Standard Deviations
	Variables
	M1

SD1
	M2

SD2
	M3

SD3
	M4

SD4
	M5

SD5
	Overall 
Mean
SD

	CBI Saliency 
	3.77

.68
	3.80

.65
	3.82

.67
	3.89

.69
	3.90

.71
	3.84
.68

	Relative perceived value
	3.82

.68
	3.83

.69
	3.84

.72
	3.89

.70
	3.91

.69
	3.86
.70

	Switching costs – Economic
	3.55
1.46
	3.56
1.43
	3.58
1.42
	4.12
1.52
	4.01
1.39
	3.67
1.47

	Switching costs – Procedural 
	3.46
1.29
	3.59
1.28
	3.68
1.33
	4.02
1.32
	3.99
1.29
	3.65
1.30

	Satisfaction with service provider
	4.63
1.29
	4.53
1.27
	4.56
1.25
	4.78
1.25
	4.81
1.19
	4.62
1.26

	Innate Innovativeness*
	
	
	
	
	
	3.79
.77

	Susceptibility – information*
	
	
	
	
	
	4.16
1.31

	Susceptibility – purchasing norms*
	
	
	
	
	
	2.01
1.18


Notes:

* Personality trait, measured at time 1 only.
CBI = Customer-Brand Identification. Mt = mean for each time period, SDt = standard deviation for each time period, t = 1-5. For each row, the first line is the mean, and the second line shows the standard deviation.
B. Correlation Matrix
	Variables
	1
	2
	3
	4
	5
	6
	7
	8
	9

	  1. CBI Saliency – t1
	
	
	
	
	
	
	
	
	

	  2. CBI Saliency – t2
	.54
	
	
	
	
	
	
	
	

	  3. CBI Saliency – t3
	.53
	.75
	
	
	
	
	
	
	

	  4. CBI Saliency – t4
	.46
	.74
	.78
	
	
	
	
	
	

	  5. CBI Saliency – t5
	.48
	.65
	.72
	.76
	
	
	
	
	

	  6. Relative perceived value – t1
	.50
	.44
	.40
	.37
	.36
	
	
	
	

	  7. Relative perceived value – t2
	.27
	.57
	.52
	.52
	.43
	.46
	
	
	

	  8. Relative perceived value – t3
	.30
	.43
	.58
	.51
	.45
	.47
	.68
	
	

	  9. Relative perceived value – t4
	.28
	.44
	.52
	.62
	.50
	.45
	.61
	.68
	

	10. Relative perceived value – t5
	.30
	.46
	.48
	.54
	.67
	.42
	.55
	.60
	.61


Notes. All correlations are significant at p <.01 

TABLE 2.2
Results of Discrete-Time Hazard Models

	Parameter Estimates
	Model A
	Model B
	Model C

	Intercept
	-1.267***

(.095)
	-2.343***
(.463)
	1.769***
(.786)

	D2
	-.075
(.131)
	-.022
(.132)
	-.218
(.565)

	D3
	-.075***
(.162)
	-.667***
(.164)
	- .744
(.805)

	D4
	-1.229***
(.194)
	-1.136***
(.196)
	- .693
(.919)

	D5
	-1.373***
(.207)
	-1.243***
(.210)
	-.064
(1.182)

	Switching costs - Economics
	
	-.014
(.042)
	.065
(.044)

	Switching costs -  Procedural
	
	-.120**
(.050)
	-.083*
(.050)

	Satisfaction with service provider
	
	-.046
(.043)
	.005
(.045)

	Consumer innate innovativeness
	
	.357***
(.060)
	.309***
(.063)

	Susceptibility  - Information
	
	-.049
(.045)
	 .027
(.047)

	Susceptibility – Purchasing norms
	
	.043
(.050)
	-.003
(.052)

	Gender
	
	.253**
(.117)
	.257**
(.123)

	Age
	
	-.002
(.006)
	-.000
(.006)

	CBI Saliency
	
	
	-.356***
(.131)

	CBI Saliency decay ρCBIS
	
	
	1.375***
(.170)

	Relative perceived value
	
	
	-.814***
(.186)

	Relative perceived value decay ρRPV
	
	
	.732***
(.159)

	Switching threshold π
	.958***

(.144)
	1.112***

(.147)
	1.511***

(.157)

	Random effect σ
	.358***

(.105)
	.305***

(.114)
	.359***

(.109)

	Goodness-of-fit
	
	
	

	-2LL
	2486.4
	2432.1
	2295.9

	Parameters estimated
	7
	15
	19

	AIC
	2500.4
	2462.3
	2333.9

	BIC
	2525.1
	2515.1
	2400.9


Notes.
* p <.10; ** p <.05; *** p <.01. Standard errors in parentheses.
FIGURE 2.1
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APPENDIX 2.A

General Discrete Time Hazard Model

Let the time period τi for individual i is the censoring time, at which either the event yit happens or the observation stops. The event yit takes on the value of either 1 or 0. A discrete hazard likelihood can be written as:

(A.1)
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where ci =1 hit  is the hazard rate for individual i at time period t. In discrete hazard analysis,  if the data is right censored. hit  is also the probability for discrete hazard. The probability that the event happens at τi is simply 
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The likelihood function is:
(A.3) 
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and the log-likelihood function is:
(A.4)
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(A.5) 
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When ci =1 . It’s straightforward to show that 
, 1- ci = 0
(A.6)
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Therefore, the censoring indicator ci  does not appear in the final LL. 

(A.7)
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Finally, the log likelihood function can be rewritten as:

(A.8) 
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APPENDIX 2.B
Construct Measures

	CBI with incumbent brands and with Iphone 

(Bagozzi and Dholakia 2006; Bergami and Bagozzi 2000. α =.58/.85/.87/.87/.88, 
α =.66/.86/.87/.88/.87 for CBI with the iPhone and the current brand, respectively)
Cognitive CBI 

CBI1. (Venn-diagram item). 



CBI2. (Verbal item). To what extent does your own sense of who you are (i.e., your personal identity) overlap with your sense of what [brand] represents (i.e., the [brand]’s identity)? Anchored by: -4 = Completely different, 0 = Neither similar nor different, and 4 = Completely similar.
Affective CBI  (7-point Likert, strongly disagree/strongly agree)
CBI3. When someone praises [brand], it feels like a personal compliment.

CBI4.  I would experience an emotional loss if I had to stop using [brand]

Evaluative CBI  (7-point Likert, strongly disagree/strongly agree)
CBI5. I believe others respect me for my association with [brand]

CBI6. I consider myself a valuable partner of [brand].


	Perceived Value of the incumbent brand and the iPhone 
(Dodds, Monroe, and Grewal 1991; 7-point Likert, strongly disagree/strongly agree. 
α = .92/.93/.94/.93/.93 for the iPhone, α = .90/.92/.93/.93/.93 for the current brand)

1. What I get from [brand] is worth the costs.

2. All things considered (price, time, and effort), (brand) is a good buy in the (category).

3. Compared with other (category) brands, [brand] is good value for the money.

4. When I use [brand], I feel I am getting my money’s worth.

	Satisfaction with the cellular phone service provider 

(7-point Likert, strongly disagree/strongly agree. α = .89/.89/.89. The last two waves used only Item 2)

1. The service provider for my cell phone offers outstanding service quality.

2. I am very satisfied with the service provider for my cell-phone.

3. The service provider for my cell phone handles all of my complaints in a satisfactory manner.



	Economic switching costs 

(Jones et al. 2007; Burnham et al. 2003; 7-point Likert, strongly disagree/strongly agree. 
α = .85/.86/.85/.78/.71)

1. Staying with this brand of cell phone allows me to get discounts and special deals.

2. Staying with this brand of cell phone saves me money.

3. Staying with this brand of cell phone allows me to get extra benefits.

4. Switching to a new brand of cell phone will probably involve hidden costs/charges.

5. I am likely to end up with a bad deal financially if I switch to a new brand of cell phone.


	Procedural switching costs 

(Jones et al. 2007; Burnham et al. 2003; 7-point Likert, strongly disagree/strongly agree. 
α = .81/.81/.85/.78/.77)

1. If I switched to another brand of cell phone, I might have to learn new routines and ways of using a new cell phone.

2. If I switched to another brand of cell phone, it might be a real hassle.

3. If I switched to another brand of cell phone, I might have to spend a lot of time finding a new cell phone.

4. I cannot afford the time to get the information to fully evaluate other brands of cell phone.

5. There are a lot of formalities involved in switching to a new brand of cell phone.


	Consumer innate innovativeness 

(adapted from Steenkamp and Gielens 2003; 7-point Likert, strongly disagree/strongly agree. α = .79)

1. In general, I am among the first to buy new products when they appear on the market.

2. I enjoy taking chances in buying new products.

3. I am usually among the first to try new brands.

4. When I see a new product on the shelf, I’m reluctant to give it a try. (r)
5. I am very cautious in trying new products. (r)
6. I rarely buy brands about which I am uncertain how they will perform. (r)
7. If I like a brand, I rarely switch from it just to try something new. (r)
8. I do not like to buy a new product before other people do. (r)
(r) Reverse coded items.


	Susceptibility to Social Influence 

(Bearden, Netemeyer, and Teel 1989; 7-point Likert, strongly disagree/strongly agree).

· Information (α = .88)
1. I often consult other people to help choose the best alternative available from a product class.

2. To make sure I buy the right product or brand, I often observe what others are buying and using.

3. If I have little experience with a product, I often ask my friends about the product.

4. I frequently gather information from friends or family about a product before I buy.

· Purchasing norms (α = .95)
1. If I want to be like someone, I often try to buy the same brands that they buy.

2. It is important that others like the products and brands I buy.

3. I rarely purchase the latest fashion styles until I am sure my friends approve of them.

4. I often identify with other people by purchasing the same products and brands they purchase.

5. When buying products, I generally purchase those brands that I think others will approve of.

6. I like to know what brands and products make good impressions on others.

7. If other people can see me using a product, I often purchase the brand they expect me to buy.

8. I achieve a sense of belonging by purchasing the same products and brands that others purchase.
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� It is possible that CBI and perceived value interact with one another. This is in line with theorization that marketing exchanges might involve both utilitarian and symbolic aspects, so called mixed exchange (Bagozzi 1975). For example, one may argue that brands that deliver high perceived value might make the customer-brand relationship more rewarding, hence more salient. I tested this interaction by adding another term into the Level-1 regression models, but found no evidence to this effect. This suggested that CBI and value jointly predict customer behaviors in an additive rather than interactive manner. In addition, none of the interaction terms between national culture and the square terms of the focal predictors was significant.
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