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Abstract

Exchangeis a social as well as economic
mean that consumer utilizes it to secure or
manage his’/her surroundings. Facilitating
exchange is matter of managing relations
among market of network. This study is a first
attempt to pursuing a structural explanation
of relationship marketing through a
conceptualization grounded on higher level
metaphor, theorized from derived abstraction
and tested on empirical definition. The
research findings advance our understanding

of the internal characteristics and the
external  contingency of  relationship
marketing.

INTRODUCTION

The ideas of networks and relationships will be
trend-setting realities in the new context of
today's business (Kotler 1999).

Relationship Marketing is a challenge to
established marketing management theory and
practice. Although relationship marketing has
had an international breakthrough during the
1990s, the perceptions of it go far apart
(Gummesson 1999).

Marketing experts postulate that the current
interest in relationship marketing represents a

"fundamental reshaping of the fied" (Webster
1992), " a paradigm shift" (Kotler 1991), " a life
redities toward post-modernism” (Brown 1995),
and deserves new theory and language (Achrol
1991; Anderson, Hakansson, and Johnason 1994;
Nevin 1995). Sheth and Parvatiyar (1993) believe
relationship marketing theory offers the potential
for a new "general theory of marketing".
Researchers are theorizing the central issues of
reationship marketing being trut and
commitment among distribution channel members
(Morgan and Hunt 1994).

Different streams of research are exploring
the benefits of reationship marketing among
retailers and consumers (Sheth and Parvatiyar
1995), service marketers and their customers
(Berry 1995), and business-to-business (Stanly
and Dickinson 1998).

Other researchers find relationship marketing
to be a subset of, or not substantialy different
from, prior marketing practices and theories
(Frazir and Autina 1995, McGarry 1951,
Peterson 1995). Despite that marketing scholars
and practitioners are interested in learning more
about long-term relaionship, much of efforts
central on trust and commitment (Gummesson
1999). Trust and commitment are necessary
conditions for a successful long-term relationship
but not sufficient (Chien 1998). Literature of
relationship marketing is often developed in a
patched-up manner, without adequately being
grounded in a higher level of theoretical origin,
and hence few has judicioudy developed
coherent conceptual models. Such path of
theoretical development could contribute to "our
ingbility to climb the theoretical ladder in any
significant way" (Venkatesh 1985), diminishing
weights of problemsowing adequacy in our
discipline (Achrol 1991, Day 1996), and
maketing "mid-life criss’ (Kotler, 1994).
Sew(1985) postulated that a noteworthy



conceptualization is often characterized by its

features of unifying idea and consistency

between up-stream, middle-range and working
hypothesis. If relationship marketing will positions

itself as aforefront of paradigm shift to provide a

unique worldview, a conceptualization grounded

on higher level metaphor, theorized from derived
abstraction and tested on empirica definition is
needed.

This research draws from exchange theory
(Bagozzi 1979), contract norm (Macneil 1981),
and vaue theory (Perry 1954) and syntheses
severa thoughts of relationship research to form
atheoretica framework of relationship marketing
included internal characteristics and externa
contingent factors. A quest of interna
characterigtics of relationship marketing is to
address the research question — what is
relationship marketing? Besides, the stability of a
market relationship would be contingent on it
external factors. Different context could impact
internal characteristics differently.

This study further address (1) will relationship
marketing be impacted by externa contingent
factors? (2) how does it do? Specific supporting
objectives entail the following research facets:

1. To edtablish a scientific conceptuaization for
explaining the dternative view of network and
relationship.

2. To delineate a middle range framework which
is a much wishful thinking as redity,
supporting the metaphor of relationship
exchange.

3. To develop a conceptua modd at the first
level of abstraction and operationdise the
mode at the ground level of abstraction by(i)
exploring the exdogenous contingent factors
influencing  relaionship  marketing;  (ii)
categorizing exdogenous contingent factors; (iii)
developing the conceptual model to protrait the
effect of exdogenous contingent factors on
indogenous characteristics of  relationship
marketing; (iv) operationdizing  the
hypothesized model; (v) substantiating the
empirical causal link between exdogenous
contingent factors  and indogenous
characteristics of relationship marketing; (vi)
providing system explanations of relationship
marketing

CONCEPTUALIZATION

Much of the infrastructure necessary in
determining the basic propositions of marketing
science has been presented by Hunt (1983). He
view marketing as the behavioral science seeking
to explain exchange relationships between buyers
and sdllers. Exchange is the general theory of
marketing discipline (Alderson 1965; Bagozzi
1979; Hunt 1983; Kotler 1984).

Marketing is a applied science to manage
satisfactory exchange through either (1)
ingrumental metaphor (McCarthy 1960), (2)
organisn metaphor (Alderson 1957), or (3)
competitiveness metaphor  (Porter  1980).
Nevertheless, an inquiry of "why humans engage
in exchange, in the first place?' is suffered a
dearth of search. Such up-stream inquiry could
add fruitful explanation of relationship behavior
as dternative worldview to existing paradigm.
This study postulates that (i) human beings
basically are need-fulfilling actors; (ii) every need
is a problem in hisher dally life; (iii) exchange is
a socia as well as economic mean to secure/
manage human's surroundings, (iv) paths of
securing/ managing behavior is network structure.
In fact, why we spend money is because we
have endless motivation to manage our living to
be more secure and comfortable. When we are
loyd to shop in SevenEleven because of
convenient benefit, we build a behavior-net to
Seven-Eleven convenient store. The more
satisfactory behavior-net has been built the more
comfort hig her lifeis.

Based on the notions of Alderson (1965),
Bldock and Wilken(1979), Hunt(1983), and
Kotler(1984), this study re-identify the conditions
necessary for there to be the potentia for
exchange.

1. Human beings basically are need-fulfilling
actors.

2. There are at least two human parties.

3. Humans engage in behavior directed a
managing daily life through consummating
exchange.

4. Humans are able to create innovative
behaviors directed at securing sustainable
surroundings through facilitating exchange.

5. Each party is free to accept or reject the
exchange.

6. Institutional frameworks exist which are
directed a consummating and/ or
facilitating exchange.



7. The potency of each party is increase on
the consequence of exchange.

These basic propositions of marketing help us
to view a market behavior through the lens of
network and relationship. Market display itself as
a structure of network not of segment (Thorelli
1986). Among a network, trust and commitment
are necessary passwords or linkages to channel
through node to node (Morgan and Hunt 1994).
Opportunity of exchange derives from an
immerging need to be fulfilled. Need is a function
of living problems. To secure/ manage living is a
matter of controlling hisgher vaue of space
through out a time span. Vaue of space could
refer to physical and psychic measurement, hut
paticularly relevant in psychic dimenson.
Relationship prospect of marketing is seen as
helping customer's behavior-net to secure hisher
utility of potency and psychic domain through out
a time span.

A CONCEPTUAL MODEL

Time and contractnorm are the two basic
dimensons of relationad exchange. At the
beginning of time continuance, economic
caculation or utilitarian comparison is the foca
point of exchange. On the other end of time
continuance, expectation for future or projection
of benefits is important. Relational behavior is a
socid process. Although human being is an
opportunistic creature, he or she would inevitably
be limited by socid norms. On one side of the
contract-norm continuance, internal contracts
regulate exchange parties behaviors, such as
promissory and nonpromissory. On the other side,
externa socid norms govern two parties
interrelationship, such as reputation and
recognition. Drawing on the works of Macneil
(21979); Dwyer, Schurr, and Oh (1987); Oliver
(1990); Wilson (1995); Bagozzi (1995); Nevin
(1995); Morgan and Hunt (1994); Doney and
Cannon (1997), this study names utility and
projectability as the characteristics anchoring on
two side of time continuance. Further this paper
proposes reciprocity and legitimacy as the
characteristics landing on two dSde of
contract-norm continuance.

Utility and Projectability
The starting point for a need to exchange with
others is utilitarian benefit of living. The human

desires to maximize selfish benefits and to create
and mantan socid <solidarity with other
paticipants are the underlying utilitarian
behaviors (Bagozzi 1995). It is the fundamental
nature of choice-induced exchange and dl
participants  exchange only when an
exchange-surplusis possible (Macneil 1980). The
characteristics of measurement and specificity in
relational exchange revea significant attention to
measuring, specifying, and quantifying al aspects
of performance, including psychic and future
benefits (Dwyer, Schurr, and Oh 1987; Wilson
1995). Utility feature is the necessary condition
for afurther reciproca relationship of which trust
and commitment are the central building blocks
and a long-term relationship can be established
(Berry and Thompson 1982).

Utilitarian benefit of living will not be
maximized without projecting this benefit into the
future. Projectability is the characteristic that
does occur in relations, must occur if relations
are to continue, and hence ought to occur so long
as their continuance is valued (Macneil 1979).
Projectability can be defined as expectations
respecting the future in the exchange linking.
Projectability in relaionship consists the notions
of (1) planning (Macneil 1979), (2) adaptation
(Wilson 1995), (3) preservation of the relation
(Macneil 1979), (4) expectations for relations
(Dwyer, Schurr, and Oh 1987), and (5) timing of
exchange (Dwyer, Schurr, and Oh 1987; Macnell
1979). The more the company is able to achieve
a closar bond with its customers, the more likely
the projecting efforts will grow as an essentia
mean of relationship-building in the market place
for marketers (Kotler 1991). Projecting strategies
have been found a significant impact on business
performance (Chien and Moutinho 1997).

Reciprocity and L egitimacy

Exchange, as a socid mean, is a great
revolutionary discovery by our ancestors. It is
built on an infrastructure of promissory.
Reciprocity is dyad matter of norms. Whereas,
legitimacy is triad contract in our public. Norms
of contract become a major part of our mental
space.

Relationships occur for the purpose of
pursuing common or mutually beneficid goas or
interests. Morgan and Hunt (1994) postulate that
commitment and trust are key mediating



variables for successful reciprocity relationship.
It is helpful to treat the constructs of commitment
and trust as intermediate level of abstractions to
explain reciprocity as the higher level concept,
and to capture lower level of abstraction such as
role integrity (Macnell 1979), interpersona
emotion (Bagozzi 1995), socia bond(Wilson
1995), and mutua god (Wilson 1995). Crosby and
Stephens  (1987) found a dggnificant  path
coefficient (.358) from satisfaction with contact
person to overdl satisfaction. In view of
dternative, the benefits of trust-building are
seen in client’s acquiescence, expectations for
relations, and preservation of the relation
retention. On the basis of reciprocal relationships,
various projecting efforts can be facilitated.
Ingtitutional theory (Fennel and Alexander
1978; Hirsch 1975; Meyer and Scott 1983)
suggests that ingtitutional  environments impose
pressures on socia actors to justify their activities
or outputs. These pressures motivate socia
actors to increase their legitimacy in order to
appear in agreement with the prevailing norms,
standards of proper conduct, rules, beliefs, or
expectations of external constituents. The
establishment of relationships for purposes of
increasing legitimacy can originate from an socia
actor's motives to demonstrate or improve its
reputation, image, prestige, or congruence with
prevailing norms in its socid environment (Oliver
1990). Bharadwaj, Varadargan and Fahy (1993)
suggest that the greater the intangibility of a
service, the greater the importance of legitimate
image as a source of information for consumer to
assess his/lher purchasing risk. Wilson (1995)
postulated the reputation variable is in the first
phase of relationship development process.

I nvolvement

Consumers are more likely to be involved in a
product decison when the product: (1) is
important to the consumer because of its
functional significance or because of its symbolic
sgnificance;(2) entails significant risks (e.g., the
financid risk, the technologica risk, the socia
risk;(3) has emotiona appedl;(4) isidentified with
the norms of a group. (Assael 1987)

High involvement purchases are purchases
that are important to the consumer. Such
purchases are closely tied to the consumer's ego
and sdf-image. They involve some risk to the

consumer. In such cases, it is worth the
consumer's time and energies to consider product
aternatives more carefully. The high involvement
hierarchy¥. bdliefs/eval uation/behavior ¥
represents the modd of complex decision making.
(Petty and Cacioppo 1981)

On the other hand, A low involvement
purchase is one where the consumer does not
congder the product sufficiently important to his
or her beief system and does not strongly
identify with the product. In such cases, it may
not be worth the consumer's time and effort to
search for information about brands and to
consider a wide range of alternatives. Therefore,
a low involvement purchase generdly entails a
limited process of decison making. (Petty and
Cacioppo 1981). In alow involvement hierarchy,
brand beliefs are formed first by passive learning
and a purchase decision is then made. The brand
may or may not be evauated afterwards.
(Assael 1987)

In this vein, involvement status of a consumer
could affect his /her belief of corporate
legitimacy, and evauation of utility, reciprocity
and future projectability.

Culture Context

According to Hal (1976), a high-context (HC)
society, communication or message is one in
which most of the information is either in the
physica context or interndized in the person,
while very little is in the overt coded and explicit
part of the message. Whereas alow-context (LC)
communication is the reverse - most of the
information must be in the transmitted message in
order to make up for what is missing in the
context.

There are excellent examples of high-low
context such as restricted, yet smpligtic, intimate
conversation in the home (HC) and a highly
specific, elaborated code of law (LC) (Bernstein
1964; Hal 1976). High-context actions are by
definition rooted in the past and the forms that
are used are important. Further, in the high
context culture, the bonds that tie people together
are strong, and hence word-of mouth, socid
formdity are highly vaued (Hdl 1976).

Chinese language reflecting a orienta
norms is on the high-context end of the scale. In
Taiwan, the overal approach to life, indtitutions
and government is high-context. People raised in



high-context systems are more reationship
oriented in exchange activities.

MODEL OPERATIONALIZATION

Proposed model following the above discussed
hypotheses among the constructs are illustrated
in Figure 1.

PPM Modd

H6
Q 3,
h,
Reciprocit
Z;

H1: the better the utilitarian value perceived
by customer, the better reciprocal trust
that can be established between customer
and company.

H2. the better the reciprocal trust to be

established, the more perceived value of the
projecting that can be obtained.
H3: the better legitimate image perceived
by a customer, the greater chance for
customer to try utilitarian value.
H4: thereis a positive association between
projecting and overall satisfaction.
H5: there are positive association between
involvement of buying behavior and
(a) reciprocity,
(b) legitimacy,
(c) utility
(d) projectability
H6: there are positive association between culture

context of buying behavior and
(a) reciprocity

(b) legitimacy

(c) utility

(d) projectability

METHOD AND PROCEDURE

Sampling and Response

This research selects persona computer
purchasing behavior among college students as
the context of this study. Because it would
enable the narrowing of focus to the appropriate
relationship settings and frame questions that
would have a common meaning among the
respondents. In order to substantiate a
conceptual foundation for investigating domains
and the causa linkages of the hypothesized
model, exploratory in-depth interviews were
conducted with fifteen participants and five
owners of computer stores. A two-stage pretest
was launched to purify the scale items. In the
firs¢ stage, the draft questionnaire was
adminigtrated to fifteen participants on the
campus of a university located in the central
Tawan with a subsequent follow up for their
feedback on the appropriateness and
answerability of the quedtions. In the second
stage, input from 5 academic experts was
obtained. Departments and classes of four
universities Stuated in centrad Taiwan was used
as sampling frame for this study. Random
sampling was used to pick the target classes for
survey. The final questionnaires were distributed
by interviewers to sample (N=500) of ten
departments with twelve classes during spring of
1999. The total 240 complete data cases,
including 15 pretest responses, represent a 48%
response rate.

ANALYSISAND RESULTS

The unidimensiondity of each construct is
assessed simultaneously with confirmatory factor
andysis (Gerbing and Anderson 1988). Once
unidimersiondity was  achieved, internd
consistency was assessed using Cronbach's
dpha The results support unidimensiona
concepts for utility (ten items), reciprocity (eight
items), legitimacy (nine items), projectability
(seven items), involvement (three items), context
culture (four items), and satisfaction (five items).
The proposed model, then, were evaluated using



LISREL 8 (Joreskog and Sorbom 1988) with
sample covariance matrix as the input matrix.

The overall assessment of CPM model fit
was found adequate (Table 1). The chi-square
vdue was ddtidticaly nonsignificant (€2,
=19.35, p > 0.05), which indicated the
differences  between the  mode-implied
covariance matrix S and data-observed S were
nonsignificant. The goodness-of-fit index (GFI)
was 0.959, and the adjusted goodness-of -fit index
(AGFI) was only 0.903. These high indices, GFI
and AGFI, indicate a high construct vaidity of
the CPM model, in which 90.3% of the variances
and covariances in the observed data ©) were
predicted by the estimated mode. In the
summary statistics for standardized residuals, the
largest standardized residua was 2.64 and the
smallest standardized residua was —1.11. The
vaues of standardized resduals were on an
acceptable range (+ 2 to - 2) of criteria (Joreskog
and Sorbom 1989).

With regard to the proposed model, the
hypotheses H1, H2, H3 and H4 were accepted.
These interactions describe moderate levels of
impact between the direction of legitimate image
to utilitarian vaue (b,,=0.915, t-vaue = 6.398),
utilitarian value to reciproca trust (b,, = 0.985,

t-value = 4.294), and reciprocd trust to
projecting efforts (b, = 0.626, t-value =7.065).
Findly, projectability to satisfaction (b, = 0.968,
t-vaue =10.928). The construct "legitimate
image" seems to initiate the tota reationship
quality development process which subsequently
impacts on the provison of atota utility and then
goes on to have an effect on the policy of
reciprocity management, followed by a
consolidation effect on projecting activities.
Satisfaction of a purchasing experience could be
enhanced by projecting benefits into the future.
The hypothess H5 comprised four
hypothesised associations. Upon ingpection of
Tablel, it was found that the result of ¢, =

-0.454 and t-vadue = -1.867 does not support
for this hypothess Hs,. This finding can be

interpreted as one standard deviation increase in
the degree of involvement is expected to lead to
a decrease of 0.454 standard deviation in core
sarvice, with al other variables left untouched at
their original values.

This implied that the higher involvement
behavior of purchasing persona computer the
less the consumer will depend on persona trust
of store owner as a decision criteria.

The second component of Hypothesis Five
delineated the association between involvement

and legitimacy. The result (g3; = 0.811, t-vaue
= 8.298) provides support for hypothesis H,

that the higher involvement of pc purchasing
behavior, the more reying on legitimate
information.

The third component of hypothess Hs,

concerned the effect of involvement on utility.
The result shown in Table 1 reveded a
non-sgnificant path from involvement to utility
(qu1 = 0.091, t-value =0.95) which offered no

support for Hs.. This suggests thet involvement

factor fals to digtinguish a good or bad

experience of purchasing persona computer.
The fourth component of Hypothesis Five

(Hsg) stated thet the higher the involved efforts

on purchasing persond computer, the more
likely consumer will project ther reationship
into future. The result indicates that a ggnificant
postive loading @;; = 0.380, t-vaue =4.255)
was found to support this hypothesis Hs.

There are four hypothesized associations
within H6. Upon ingpection of Tablel, it was
only found that H6a was supported with the
result of g,, = 0.381 and t-vaue = 2.613 and

rest of the hypotheses (H6b, H6c, H6d) was
not significantly supported. The evidence shows
that the higher context perceived by consumer
the more likdy he/she would emphass on
reciproca relations to secure exchange benefits.
This finding is pardld to the assertion of Hall

(1976).
TABLE 1
Results of the LISREL Analysisfor PPM Model

Path | Estimate | T-Vau | Path | Estimate | T-Vdu
e e
b1z 915 6.398 e22 .054 _
b1 .985 4.294 es33 .361 _
D42 .626 7.065 [ 312 _
bsa .968 | 10.928 es4 .246 _
O .091 950 | d u .165 _




g,| -44[-1867] d,, 57
O 811 | 8.289 Z, 163 | 1.532
a, .380 | 4.255 zZ, .051 A37
0, 381 | 2613 zZ, 342 | 3.037
|yt 664 _ z, 166 | 2.815
| y22 73| _ Z, 063 | .853
| yas T9 | _

| yaa 830 _

| y55 .868 _

eun .559 _

#All the| , and |, arefixed parameters at "1’ value.

PPM : 02(12) =19.35, p >0.05, GFI was 0.959, AGFI
[adjusted goodness-of-fit index] was 0.903

DISCUSSION AND CONCLUSIONS

McKenna (1992) suggests that a superior
marketing strategy in today’ s times is to find a
way to sustain an existing reationship and
increase its scope over time. More and more
firms are adopting this strategy and moving
toward building closer reaionships with
customers. This study is a first attempt to
pursuing a structural explanation of relationship
marketing through a conceptualization grounded
on higher level metaphor, theorized from derived
abstraction and tested on empirical definition.
The research findings advance our understanding
of (1) theinternal characteristics and the external
contingency of relaionship exchange (2)
inter-supported natures of relationship variables,
(3) causad associations between relationship
marketing and satisfactions. Exchange is a socia
as well as economic means that consumer utilizes
it to secure or manage hisher surroundings.
Exchange behavior which is consisted of market
activities, is a network formation. Facilitating
exchange is matter d managing relations among
market of network. The fundamental dimensions
of relational exchange are about time and
contract norms. This study names utility and
projectability as the characteristics anchoring on
two side of time continuance; and proposes
reciprocity and legitimacy as the characteristics
landing on two side of contract-norm continuance.
Legitimate image is important as a proxy for
quality and assurance. Without a postive
awareness of legitimate image as a foundation of
pre-relationship, there is little chance for
company to overcome threshold for prospects to

enter an exchange relation. Customers who do
not acknowledge the other values of legitimacy,
reciprocity and projectability, will act as
opportunists. Such opportunist relationships may
be short-lived and eventualy costly. Therefore, it
is suggested that company should be adert when
goproaching a potentid client with utilitarian
value features without any pre-establishment of
legitimacy. Features and outcomes of utilitarian
value are decisive factors in relationship building.
A satisfactory experience of utilitarian vaue will
reinforce a customer's perception of legitimate
image and lead to the trust-building stage of
relationship.  Without the pre-conditions of
positive awareness of legtimate image and
satisfactory utility, efforts of reciproca trust
seem discourteous and burdensome.

Findings aso suggest utilitarian vaue does
not automaticaly render itsef to overdl
satisfaction, and intermediary activities, such as
reciprocal trust and projecting efforts, are
necessary in capitaizing utilitarian values, and
thus lead to sustainable satisfaction.

Exogenous variables such as involvement
and context culture are found to have impact on
overal saisfaction, but indirectly. The higher
involvement of purchasing behavior, the more
relying on legitimate information as buying
criteria and consequently lead to satisfaction. The
higher context perceived by consumer the more
likely he/she would emphasis on reciproca
relations to secure exchange benefits. External
contingent factors are certainly not limited to
involvement and culture context  only.
Demographic as well as psychographic variables
could also be seen as exogenous influence on
satisfaction, but have to channe through utility,
reciprocity, legitimacy and projectability. These
propositions consist of future research direction.
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