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ABSTRACT

The purpose of this paper is to examine the determinants of brand loyalty and the factors
associated with perceived quality and willingness to order in the context of hardware retailers in
Malaysia. In today’s competitive environment, brand loyalty is essential in gaining competitive
advantage among hardware retailers. To the best of our knowledge, this is the first study of its
kind in Malaysia to examine brand loyalty among hardware retailers in Malaysia. Face-to-face
surveys are conducted with 300 hardware retailers using a quota sampling across the 13 local
government areas within the Klang Valley. The proposed hypotheses are tested using Structural
Equation Modelling (SEM). The result shows that brand loyalty is strongly associated with
perceived quality and willingness to order. Our findings also revealed that perceive quality is
fully mediates price, advertising and distribution image toward retailers’ willingness to order.
Moreover, brand association is a strong determinant of perceived quality and willingness to
order.
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INTRODUCTION

Due to intense competition within the global market place, companies have shifted their
marketing strategies towards branding (Krystallis and Chrysochou, 2014). Marketing strategies
for brands have been diverted towards relationships and value creation that is directly linked to
brand loyalty (Maheshwari et al., 2014). For decades, brand loyalty has been gaining recognition
as an important component of marketing literature (Howard and Sheth, 1969). By focusing on
brands as an effective marketing tool in business strategies, manufacturers have successfully
persuaded end consumers to purchase their products. Distributors, on the other hand, conduct
business-to-business (B2B) commercial transactions focusing on distribution control and
building and developing relationships with customers (Steenkamp and Kumar, 2007). By
utilizing appropriate merchandising strategies, present-day retailers hold significant positions in
the marketplace through managing customer relationships and loyalty. Therefore, it is crucial for
manufacturers to understand and fulfil retailers’ needs in building brand loyalty. Brand loyalty is
essential in the hardware tools industry for retailers and manufacturers alike as product turnover
rates are high. With technical developments and strong consumer preferences for the latest
products, many hardware items are quickly outdated and replaced with newer versions.
Hardware tool manufacturers need to constantly innovate their products to remain at the
forefront of this increasingly competitive industry. When consumers perceive a brand to be of
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high quality, they are more willing to purchase the latest version of a particular product if the
company has high brand equity (Kim and Hyun, 2011), which leads to retailer loyalty. Brand
loyalty has played an important role in creating long-term advantages for companies because
loyal customers do not need any promotional efforts to make them purchase products. Indeed,
they are willing to pay a premium to secure the benefits and quality sought from their favourite
brand (Gilaninia and Mousavian, 2010). In particular, the aim of this study is to develop an
understanding of the driving forces behind customers’ willingness to order and the contributing
factors that affect perceived quality toward brand loyalty among Malaysian hardware retailers.

BACKGROUND OF STUDY

Many theoretical models have been proposed to explain how purchasers evaluate and
behave toward brands (Aaker, 1991; Kapferer, 2008; Keller, 1993). There are various types of
purchase behaviours (Falahat et al., 2017; Sheth, 1981). In our extended model, we expand on
this to consider significant factors that influence the quality perceived by hardware retailers and
their willingness to order. Further, we analyse product prices, advertising, distributor image and
brand associations in relation to brand loyalty and willingness to order. The next section presents
a critical review of relevant literature on these issues and their interrelationships.

Price

Prices reflect the value that consumers exchange for the benefits of having or using
products and services and they also embody what needs to be given up or sacrificed to obtain a
product. Price is consistently stated as a major determinant of purchasing decisions (Yoo et al.,
2000; Chattopadhyay et al., 2010; Gedenk and Neslin, 1999). Indeed, this is lower-bounded by
the axiom that people cannot buy what they cannot afford. Various studies have also revealed a
significant positive relationship between price and perceived quality (Chattopadhyay et al., 2010;
Keller, 2013; Yoo et al., 2000).

Advertising

Poddar et al. (2013) discuss the adoption of trade promotion by retailers. Kotler et al.
(2013) defines promotion as activities that communicate the merits of a product and persuade
target customers to buy it. Trade promotion has an impact on retailers’ behaviours (Neslin et al.,
1995). Gedenk and Neslin (1999) found that retail price promotions have strong, positive and
immediate effects on the purchase of branded products. Brand loyalty is reflected in repeated
purchasing behaviours that are derived from retail promotion and determine future brand loyalty.
Tragi also indicated that manufacturers encourage retailers via trade promotion, leading to
increased demand from those retailers and increased sales to end consumers. Advertising is one
of the most common channels by which firms convey product information to consumers.
Moorthy and Zhao (2000) suggested a positive relationship between the amount spent on
advertising and perceived quality. Signalling theory (Nelson, 1974) and information processing
theories posit that brand familiarity and the learning of advertisement-based information increase
with advertisement frequency. On the supply side, a firm advertises to promote its product, while
from the perspective of demand; consumers are sensitive to product price, product quality and
advertising expenditure. Nevertheless, advertising exhibits a positive relationship with quality if
demand effects outweigh supply effects (Chenavaz and Jasimuddin, 2017). Chenavaz and
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Jasimuddin (2017) further argue that a firm may disproportionately emphasize advertising
products of lower quality to maximize profit despite consumer awareness of their inferior
quality. Advertising can improve consumers’ subjective quality perceptions and enhance their
Willingness To Pay (WTP) (Kirmani and Rao, 2000; Zeithaml, 1988) and this can occur
regardless of products’ objective quality or lack thereof (Tsui, 2012).

Distributor Image

Distributors face pressures to maintain impressive positions (Stern and Weitz, 1997)
although, according to Mulky (2013), the role of distributors is no longer prominent because of
dynamic market environments. Kraftt maintains that distributors, wholesalers and retailers are
vital intermediaries of marketing channels that perform better than most manufacturers. Positive
distributor image is important for retaining customers’ loyalty (Kim and Lee, 2010).

Brand Associations

Brand associations refer to the meaning of the brand for consumers. Brand awareness has
been defined as the consumer’s ability to recall that the brand is a member of the product
category (Pappu et al., 2005). Brand association and brand awareness affect buyers’ decision-
making (Keller, 1993). Brand association is correlated with both brand awareness (Atilgan et al.,
2005) and brand equity (Aaker, 1991). High brand associations lead to high perceived quality,
which, in turn, affects buying decisions. Brand association adds to the buyer’s value perception,
giving them a reason for purchasing a product under the brand.

Perceived Quality

Perceived quality can also be meaningful to retailers, distributors and other channel
members and thus aid in gaining distribution. Perceived quality is the key dimension associated
with brand equity. The higher customers’ expectation to purchase a product belonging to a brand
the higher their willingness to recommend that brand to others (Ewing, 2000). In general, when
customers perceive high quality, the product meets customers’ needs, which, in turn, leads to
their satisfaction and loyalty (Juran & Gofrey, 1999). Hardware retailers’ willingness to order is
greater when there are tendencies toward perceiving higher quality. Product quality perception,
pressure from the ultimate consumer and loyalty do impact purchasing decisions. Quality is
important for retailers’ loyalty; if they are satisfied with their purchase, they are more likely to
repurchase (Davis-Sramek et al., 2009). Retailer awareness, retailer association, retailer
perceived quality and retailer loyalty are positively related to purchase intention (Das, 2014). As
proposed by Pappu et al. (2005) perceived quality is associated with brand loyalty.

Willingness to Order and Brand Loyalty

WTP has been defined as the maximum price that a buyer accepts to pay for a given
quantity of goods or services (Wertenbroch and Skiera, 2002). Zielke and Dobbelstein (2007)
explained that price is not the only factor influencing customers’ willingness to buy. Buyers who
are familiar with a brand have higher buying intention for that brand (Kamins and Marks, 1991).
Garretson and Clow (1999) proposed that perceived quality positively influences buying
intention. A positive perception determines stronger loyalty, which, in turn, produces intention in
purchasing (Parasuraman and Grewal, 2000). In general, brand loyalty is measured by buyers’
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purchasing behaviour (Newman and Werbel, 1973). Loyalty behaviour determines the decision
in purchasing (Bubb and Rest, 1973). Gordon et al. (1993) state that brand loyalty to distributors
is as important as loyalty to manufacturers. A supplier is more likely to be selected if their
products have recently been used and proved satisfactory. Moreover, repeated purchases from a
supplier are indicative of loyalty. Brand loyalty, being the core of brand equity, can be measured
from a customer’s attachment to the brand that leads to repurchasing (Aaker, 1991). Aaker
(1996) showed how loyalty critically affects perceived quality and associations and how these
constructs can often be evaluated on the basis of their ability to influence loyalty. Perceived
quality has a direct influence on brand loyalty and purchase decisions. The proposed hypotheses
that are based on the aforementioned literature review are as follows, with the conceptual
framework illustrated in Figure 1:

Hy: High perceived price is positively associated with perceived quality.
Hy: Advertising is positively associated with perceived quality.

Hs: Distribution image is positively associated with perceived quality.
Hy: Brand association is positively associated with perceived quality.
Hs: High price is negatively associated with willingness to order.

He: Advertising is positively associated with willingness to order.

H: Distribution image is positively associated with willingness to order.
Hs: Brand association is positively associated with willingness to order.
Hg: Perceived quality is positively associated with willingness to order.
Hyo: Perceived quality is positively associated with brand loyalty.

Hyq: Willingness to order is positively associated with brand loyalty.

Price

Perceived quality

Advertising
Brand
Ho Loyalty

Distributor image +

Willingness to order

Brand association

FIGURE 1
CONCEPTUAL FRAMEWORK
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METHODOLOGY

The targeted respondents were the owners, managers and supervisors of hardware
retailers within the Klang Valley, Malaysia. We executed a quota sampling methodology on the
basis of the total population of 13 local government areas within the Klang Valley and collected
data from 300 respondents through face-to-face interviews using structured questionnaires. We
used interviews to maximize the response rate and avoid erroneous interpretations. All
measurements were adapted from the available literature and assessed through a five-point Likert
scale. The measurements underwent a purification process to ensure reliability and validity
(Anderson and Gerbing, 1988). Confirmatory Factor Analysis (CFA) was conducted in
SmartPLS to validate the measurement scales that simultaneously examine dependent
relationships between exogenous and endogenous variables (Table 1).

Table 1

QUOTA SAMPLING FROM 13 AREAS IN KLANG VALLEY, MALAYSIA
No | Local Government Area Status Total Population | Sample Size (n) | Sample Size (%)
1 Kajang Municipality 795,522 35 11.7
2 Klang Municipality 744,062 32 10.7
3 Subang Jaya Municipality 708,296 31 10.3
4 Petaling Jaya City 613,977 27 9.0
5 Selayang Municipality 542,409 24 8.0
6 Shah Alam City 541,306 24 8.0
7 Ampang Jaya Municipality 468,961 20 6.7
8 Sepang Municipality 207,354 9 3.0
9 Kuala Lumpur City 1,588,750 69 23.0
10 Putrajaya Corporation 68,361 2 0.7
11 Seremban Municipality 314,502 14 4.7
12 Nilai Municipality 200,988 9 3.0
13 Port Dickson Municipality 101,073 4 1.3

Total 300 100.0

DATA ANALYSIS AND FINDINGS
Data Reliability and Validity

Following recommended two-stage analytical procedures, we assessed the measurement
model (outer model) to examine the reliability and validity of the survey instrument (Figure 2).
This involved determining indicator reliability (squared standardized outer loadings); internal
consistency reliability (Cronbach’s alpha and composite reliability); convergent validity (average
variance extracted); and discriminant validity (Fornell-Larcker criterion and cross-loadings) as
described by Hair et al. (2014).

Reliability
Reliability was assessed through two components: indicator reliability and internal
consistency reliability (Hair et al., 2014). In terms of the former, loadings of each indicator to its

respective construct were assessed. According to Hair et al. (2014), the standard loadings should
be at least 0.5; all items presented in Table 2 meet this requirement and thus, indicator reliability
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is ensured. To assess internal consistency reliability, both Cronbach’s alpha and composite
reliability were assessed; acceptable values for both of these metrics were 0.7 and above
according to Hair et al. (2014). Reliability scores provide an indication of the degree to which
measures are free from random error and yield consistent results. As shown in Table 2, the
reliability scores for all constructs exceeded the 0.7 benchmark. This indicates that the
measurements used are consistent in measuring the constructs and testifies to the overall
reliability of the model.

Construct Validity

Construct validity comprises convergent validity and discriminant validity. As shown in
Table 2, the Average Variance Extracted (AVE) for each construct exceeded the 0.5 benchmark,
which, according to Hair et al. (2014), indicates a sufficient degree of convergent validity,
meaning that the latent variable explains more than half of its indicators’ variance.

Table 2
INTERNAL CONSISTENCY AND CONVERGENT VALIDITY

Construct Item Loading CR AVE
Brand Association BAl Dropped 0.865 0.682
BA2 0.783
BA3 Dropped
BA4 0.823
BA5 0.869
Brand Loyalty BL1 0.797 0.845 | 0.645
BL2 0.848
BL3 0.763
Distributor Image DIM1 0.862 0.858 | 0.752
DIM2 0.872
DIM3 Dropped
Perceived Quality PQ1 0.779 0.873 | 0.633
PQ2 0.865
PQ3 0.805
PQ4 0.728
Price PRC1 0.938 0.912 | 0.839
PRC2 Dropped
PRC3 0.893
Advertising ADV1 0.912 0.944 0.85
ADV2 0.933
ADV3 0.919
ADV4 Dropped
Willingness to Buy wOo1 0.795 0.905 | 0.704
W02 0.861
W03 0.851
wWO4 0.849

We assess discriminant validity through Fornell and Larcker (1981) criterion and the
Hetero Trait-Mono Trait (HTMT) ratio of correlations. As for discriminant validity, the square
root of each construct’s AVE suggested is greater than its correlation with other constructs. The
values in bold in Table 3 represent the square root of the AVE of each latent variable and these
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values are greater than the squared correlations between the latent variable and all other

variables.
Table 3
DISCRIMINANT VALIDITY: FORNELL AND LARCKER CRITERION
BRND_ASS | B_ LOYAL | D IMAGE | PRC_QUAL | PRICE | PROM | WIL_ORDR
BRND_ASS 0.826
B_LOYAL 0.295 0.803
D_IMAGE 0.221 0.09 0.867
PRC_QUAL 0.402 0.272 0.385 0.796
PRICE 0.116 0.056 0.189 0.337 0.916
PROM 0.188 0.053 0.102 0.273 0.403 | 0.922
WIL_ORDR 0.325 0.445 0.081 0.287 -0.038 | 0.025 0.839

Table 4 shows the correlation values corresponding to the respective constructs. All
values are below the HTMT 0.90 criterions (Henseler et al., 2015); thus, we can conclude that
discriminant validity is established in the measurement model.

PRC .
Y0.938,,

PQ1 pc%z PQ3 PQ4

0.893
PRC3 0.7790.8650.8050,758

PRO1
PRO2 0.912
%0.933
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B_LOYAL
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FIGURE 2
MEASUREMENT MODEL

Hypothesis Testing

The structural model was then tested, given that the measurement model had been
validated and a satisfactory fit achieved. The bootstrapping procedure produced path coefficients
that quantify the nature and extent of the relationships; the number of bootstrap samples is 5,000
as recommended by Hair et al. (2014). The critical t-value for a two-tailed test at the 5% level is
1.96; this was used as the statistical decision criterion instead of either the more stringent 1%
level approach or the more lax 10% level approach. The results of hypothesis testing are
discussed below. First, there is a positive, statistically significant relationship between price and
perceived quality (p=0.21, t-value=4.15), which is found to support H;. H, examines
advertising’s influence on perceived quality and is found to be supported ($=0.104, t-
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value=1.90). Hs, positing that distribution image has a positive impact on perceived quality, is
also supported ($=0.268, t-value=4.98). H, examines brand association and perceived quality by
putting forth a positive association between these phenomena, which is again borne out by the
results ($=0.299, t-value=5.80). In terms of Hs, price is found to be negatively associated with
willingness to order; however, no significant relationships were revealed with respect to Hg and
H;. There is a positive relationship between brand association and willingness to order, which
supports Hg ($=0.253, t-value=4.17). The positive relationship between perceived quality and
willingness to order supports Hy (B=0.256, t-value=3.97). As for Hio, the association between
perceived quality and brand loyalty is also revealed to be positively significant ($=0.158, t-
value=3.2). Last, Hy;, which posits a positive relationship between willingness to order and
brand loyalty, is also supported (p=0.4, t-value=7.78). Table 4 summarizes the results of
hypothesis testing. The coefficient of determination, R?, is statistically significant (p<0.05) and
quantifies that 22% of brand loyalty is explained by willingness to order and products’ perceived
quality, with 34% of perceived quality explained by price, promotion, distributor image and
brand association.

Table 4
ASSESSMENT OF PATH COEFFICIENTS

Hypothesis Descriptions Std. Beta | Std. Error | T-Value Decision
H, PRICE -> PRC_QUAL 0.21 0.051 4.15** Supported
H, ADV ->PRC_QUAL 0.104 0.055 1.90* Supported
H D _IMAGE -> PRC_QUAL 0.268 0.054 4.98*** Supported
H, BRND_ASSO -> PRC_QUAL 0.299 0.051 5.80%** Supported
Hs PRICE -> WIL_ORDR -0.131 0.064 2.07* Supported
He ADV ->WIL_ORDR -0.035 0.060 0.58 Not Supported
H, D _IMAGE -> WIL_ORDR -0.045 0.056 0.811 | Not Supported
Hg BRND_ASSO -> WIL_ORDR 0.253 0.061 4.17%** Supported
Hy PRC_QUAL ->WIL_ORDR 0.256 0.065 3.97** Supported
Hyg PRC_QUAL ->B_LOYAL 0.158 0.049 3.24%** Supported
Hyy WIL_ORDR ->B_LOYAL 0.4 0.051 7.78%** Supported

***<0.01, **p<0.05, *p<0.10
DISCUSSION AND CONCLUSION

First, the results show that perceived quality and willingness to order can explain brand
loyalty, which is consistent with previous literature. However, the mediation effects of perceived
quality suggest that price, distribution image and advertising are not directly affecting
willingness of hardware retailers to order, it has to have a superior perception of quality in the
minds of retailers prior to order. We found that superior perception of quality is not only derived
from price, distribution image and advertising but also brand association is the key drivers of
perceived quality. Moreover, willingness to order is the main contributor to brand loyalty among
hardware retailers. The present study highlights that advertising and distribution image are not
associated with retailers’ willingness to order. It was expected the negative relationship between
price and willingness to order among retailers however positive relationship between price and
perceived quality, was not expected. One can conclude that with the proliferation of counterfeit
brands and low-quality products, hardware retailers may need to be vigilant and prudent in
ordering hardware products. This implies that perceived quality and brand association may play a
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more significant role in attracting hardware retailers. Thus, for retailers to be loyal to
manufacturers, quality and brand association are the main contributing factors that the latter
should consider.
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