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Abstract

The formation of alliances has become a key strategy for businesses wishing to 

grow.  Yet the majority of these alliances fail. Most of the research into strategic 

alliances has focused on the benefits to the business itself, such as access to 

new markets, new technology or new knowledge.  Surprisingly little research 

has examined the impact such alliances have on the customer, so we do not 

know if these alliances result in tangible benefits for customers that can be 

used to improve the outcomes of the alliance.  The present study examined 

whether such an alliance added value to customers or improved their 

relationship with a service provider.  The study found customers differentiated 

between “alliance products” based on their beliefs about the alliance partners’ 

reputations rather than on the functional aspects of the product.   

The study suggests alliances can be of benefit, provided the products or 

services are marketed using the reputational, rather than the functional aspects 

of the product or service as differentiators.  These are important results that 

managers need to take intro account as they attempt to use strategic alliances 

to improve the competitiveness of their organisations, obtain access to new 

markets or products and, ultimately, improve the profitability of their businesses. 
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CHAPTER 1 

INTRODUCTION

1.1 Introduction 

Strategic alliances have become an important tool through which 

organisations can rejuvenate themselves, develop new products or 

services, maximise the opportunities of emerging technologies or, 

simply, find new ways to use excess capacity (Harrigan 1987).  

However, a significant number of alliances (55%) fail within three years 

“and the majority (70%) fail outright, fail to capture shifting priorities or 

achieve only initial goals” (Segil 2004, p. 31), suggesting we need to 

better understand the reasons for such failures and the circumstances in 

which strategic alliances are likely to prove beneficial. 

While some research has been undertaken that has examined the 

benefits of strategic alliances in terms of transaction cost savings 

(Kogurt 1988), knowledge transfer (Simonin 1999) and other types of 

performance metrics (Chakravarathy 1986), little research has examined 

whether strategic alliances were of benefit to the customer, rather than 

to the organisations that initiated them.  This is surprising as customer 

reaction is likely to be a key determinant of alliance success in most 

cases.  The present study was an attempt to fill this gap in our 

knowledge, as it was undertaken to test the effect a strategic alliance 

had on customers’ perceived value for a financial product.   
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The study used the PERVAL scale developed by Sweeney and Soutar 

(2001), which was based on Sheth, Newman and Gross’s (1991) 

consumption values model, to examine the products branded by two 

financial service alliance organisations to see which, if any, of the 

suggested value dimensions were affected by the organisations’ 

strategic alliance.  The study was an attempt to provide insights that 

could assist organisations maximise the value of strategic alliances from 

a customer perspective, as well as that of the organisation, and to 

reduce the risk of failure, with its potential negative impact on the 

reputations of both organisations. 

1.2 Some background to the present study

Prior research into strategic alliances and the considerable discussion 

that has been undertaken on this issue can be grouped into five main 

areas, namely: 

� Tips for forming successful strategic alliances or joint ventures, such 

as Garai’s (1999) eight “rules of the road” towards a strategic alliance 

and Segils’ (1999) ten “keys to success partnering”. 

� The interdependence of business relationships, such as Ring and 

Van de Van’s (1994) study that examined how and why inter-

organisational relationships emerge, evolve and dissolve. 

� The measurement of success from a business perspective, such as 

the impact transaction costs can have on the motivation to develop 

joint ventures (Kogurt 1988). 
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� Value creation from such alliances, but mainly from an organisation 

perspective (Vantrappen 1992). 

� The impact alliances have on organisations’ relationships with their 

customers (Blankenburg-Holm, Eriksson & Johanson 1999), although 

this work has focused on customers in the supply chain, rather than 

on end users. 

Surprisingly little has been written about the value of alliances from a 

customer perspective, even though Borys and Jemison (1989), in their 

summary of research into hybrid organisational arrangements, argued 

that strategic alliances are formed when one partner cannot solve a 

strategic problem, which often arise in organisations’ dealings with their 

customers.  One outcome of such an arrangement is value creation, 

which Borys and Jemison (1989, p. 241) defined as: 

“The process by which the capabilities of the partners are combined 

so that the competitive advantage of either the hybrid or one or more 

of the partners is improved.”  

An important question, however, is whether a strategic alliance improves 

the value proposition customers’ perceive to the point where it affects 

their behaviour.  Monroe and Dodds (1985) argued that, the greater a 

buyer’s perceptions of value, the more likely it is that they will have a 

preference for the product.   But how does one measure customer’s 

perceived value and what can be learned if such measures are applied 

in strategic alliances contexts?   
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For example, if, as the result of an alliance, a service is provided by one 

organisation but branded by another, does this add to or detract from the 

perceived value of the service being purchased?   Since no prior 

research has examined such issues, the present study was undertaken 

to find answers to these questions. 

However, before undertaking the research it was necessary to find an 

appropriate measure of perceived value.  Sheth, Newman and Gross 

(1991) have suggested a useful model with five value dimensions, which 

they termed functional, social, emotional, epistemic and conditional 

value, and this was the starting point for the present study. 

While Sheth et al. (1991) suggested an approach to measuring these 

value dimensions, Sweeney and Soutar (2001) developed the PERVAL 

scale, which is a general scale for measuring three of Sheth et al.’s 

(1991) value dimensions.  Further discussion on the use of Sheth et al 

(1991), Sweeney and Soutar (2001) and, in fact, questions from other 

sources deemed important following the qualitative phase appears in 

Chapter 5. 

If, by using a combination of these  tools we can learn something about 

the impact strategic alliances have on consumer decision making, 

organisations considering such alliances would be better placed to 

determine the subsequent behaviour of their end users.   

Consequently, the present study, which is discussed subsequently, was 

undertaken to examine these issues in a financial services context, as 

this was the subject of the present study.  The situation studied in this 
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research is the result of a Western Australian insurance organisation’s 

desire to expand its product offerings to its customers.    Research it 

undertook indicated that members would be interested in purchasing 

financial services products from the insurance organisation if the 

products were competitive.   

However, the insurance organisation did not believe it had the skills or 

the knowledge to successfully launch such products, nor did it wish to 

apply for a banking licence.  Its solution was to form a strategic alliance 

with another organisation that provided the product knowledge and the 

licence, while the insurance organisation provided the customer base, 

sales and marketing expertise. 

The launch of a home loan product was very successful, but a credit 

card launch was not very successful.  The present study was designed 

to help both organisations that were party to the alliance understand why 

there were different outcomes by determining which factors (if any) 

differentiated the alliance from their other offerings, thereby enabling 

them to decide on future “alliance products” with the benefit of the 

additional knowledge.  

1.3 The Research problem and the study’s hypotheses

The major problem addressed in the present study was: 

What impact did the strategic alliance have on customers’ perceived 

value of the alliance products? 
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Some secondary questions were: 

Which of the value dimensions suggested by Sheth et al. (1991), and 

adapted by Sweeney and Soutar (2001), were impacted most by the 

strategic alliance? 

As the product range that was analysed in the present study was a 

high involvement service, are there other factors not included in the 

PERVAL scale that might affect the perceived value of the product? 

As already mentioned, a combination of Sheth, Newman and Gross’s 

(1991) general approach and the PERVAL scale developed by Sweeney 

and Soutar (2001), definitions of which are outlined in Chapter 2, were 

used to look at the views customers held about the two organisations 

that had formed an alliance. 

Prior perceived value research does not, suggest a particular measure.  

Indeed Sanchez-Fernandez ‘s and Iniesta-Bonillo’s (2007, p. 444)  

review of perceived value research suggested continuing research into 

the conceptualization of perceived value is required to clarify: 

“The formative nature of the relationship between this multi-

dimensional construct and its constituent dimensions… (as well 

as) causal modelling of value in relation to other variables (such 

as satisfaction, comparative value, commitment, and loyalty.” 

This study’s hypotheses and, indeed methodology allow an exploration 

of perceived value’s dimensions to assess their relevance and 



16

importance to purchase decisions within an alliance. The specific 

hypotheses examined within the study were: 

Hypothesis 1:

A product purchased from an alliance will have a different perceived 

value than a similar product purchased from an unallied organisation. 

Hypothesis 2:

The importance of the various value dimensions differ for purchases 

made from the alliance. 

The first hypothesis was examined to see if there was a difference in the 

perceived value of the product or service when purchased within the 

alliance.  This is important to organisations planning a strategic alliance 

as they need to consider the impact such an alliance is likely to have on 

their image, sales and, ultimately, the financial success of the alliance.  

The second hypothesis should provide an understanding as to where 

such differences lie and which value dimensions are most affected by an 

alliance.   This should allow the alliance members to consider how best 

to manage customers’ perceptions. 

1.4      Justification for the present research

The number of joint ventures being undertaken has increased rapidly in 

recent years, with the number of alliances formed each year increasing 

exponentially. Booz Allen and Hamilton’s research into America’s 

Fortune 1000 organisations found alliance-generated sales grew from 
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less than 2% of the total in 1980 to 19% of the total in 1996, with 

anticipated earnings for 2002 reaching 35% of the total (Garai, 1999).  

Prioe research (Segil, 2004) has suggested firms entering strategic 

alliances are accepting significant risks to their reputation, to their profits 

(through investing in an alliance instead of investing in other growth 

mechanisms) and to their business as management effort is diverted to 

the alliance and away from core business activities.   Yet it seems many 

organisations assume such risks are low relative to the returns that can 

be made from a successful alliance or it would be unlikely alliances 

would be as common as they are today. 

However, in undertaking these alliances, organisations also seek to 

reduce their risks.  The better management understands the motivators 

that lead customers to purchase products, the better equipped they will 

be to design products and services to meet such motivations.  Despite 

this, little is known about the impact alliances have on the way in which 

customers view the allied organisations or their products and services.  If 

there is a difference in the perceived value of the products or services 

purchased through alliances, organisations thinking about undertaking 

such a strategic direction would be able to better plan for success if they 

were aware of these differences and of their implications for their 

business.  

As already noted, the present study attempted to examine this issue by 

looking at the impact a real alliance between a major West Australian 

insurance organisation and a major West Australian bank had on the 
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value customers attributed to a number of relevant products.  The study 

compared the perceptions of alliance customers to those of customers 

who purchased Insurance Organisation or Bank alone products in the 

hope the results would provide insights about potential alliance issues 

related to product design and to communications strategies. 

     1.5 The Proposed Approach 

The methodology will be more thoroughly explained in Chapter 3.  

However, briefly, the present study followed the approach suggested by 

Sheth et al. (1991).  Focus groups were used to determine the most 

critical elements valued by customers within each of the five dimensions 

identified by Sheth et al. (1991) and as they related to the products with 

which the organisations were involved.  This provided the input into the 

quantitative phase of the study that obtained the data that were analysed 

to test the various hypotheses of interest. 

Respondents were drawn from three different groups of people who had 

relationships with the two allied organisations.  One group included 

customers of the Bank who did not have a relationship with the allied 

Insurance Organisation.  The second group included customers of the 

Insurance Organisation who did not have a relationship with the Bank, 

while the third group included customers who had purchased a product 

sold by the Insurance Organisation that was delivered by the Bank within 

the alliance. 
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1.6      An Outline of the Thesis 

The thesis followed the format recommended by Perry (2001), with the 

exception that the data analysis was divided into two chapters; one 

providing the qualitative results and the other providing the quantitative 

results.  An additional chapter that outlined the actual experience of the 

alliance was also included. 

1.7 Definitions

The meanings of terms used in this thesis are as follows: 

A Strategic Alliance:  

A formal agreement by two or more organisations to 

cooperate for specific purposes. 

A Joint Venture:  

For the purpose of this study, the term joint venture has the 

same meaning as a strategic alliance. 

Product: 

 A type of financial service (e.g. credit card or health 

insurance)  

High Involvement Product 

 A product a consumer is willing to spend considerable time 

and effort in searching due to the risks associated with the 

decision. 
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Allied organisations:  

 The organisations that have formed a strategic alliance. 

Perceived value:  

For the purpose of this study. Zeithaml’s (1988, p.14) 

definition was used, with value being defined as a 

“consumer’s overall assessment of the utility of a product 

based on perceptions of what is received and what is 

given.”  

Functional value:  

“The ability of a product to perform its functional, utilitarian 

or physical purpose” (Sheth et al. 1991, p. 8). 

Social value:  

The ability of a product or service to create an “image 

congruent with the norms of … friends or associates or that 

convey the social image (people) wish to project” (Sheth et 

al. 1991, p. 8) 

Emotional value:  

A product’s or service’s “potential to arouse emotions.”  

This can be the result of positive feelings, such as that 

experienced when using a special perfume, or more 

aesthetic emotions experienced through art, music or 

religion (Sheth et al. 1991, p. 9). 
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Epistemic value:  

The value derived from some episode driven by “curiosity, 

novelty-seeking and knowledge seeking motivations” 

(Sheth et al. 1991, p. 9). 

Conditional value:  

The value associated with a choice may depend on the 

situation in which the choice is made.  “A consumer driven 

by conditional value may alter his/her plan or typical pattern 

of choice because of the situation” (Sheth et al. 1991,       

p. 10). 

1.8 Delimitations

The present study examined the impact a strategic alliance had on 

perceived value in the financial services area and used two Western 

Australian organisations (a Bank and an Insurance Organisation) to test 

an alliance’s impact.  The Bank is a leading regional bank, with 

approximately 25% of all Western Australians being customers.  The 

Insurance Organisation is Western Australia’s largest health insurer, with 

almost 50% of the population being members of the organisation. 

These organisations were chosen due to their strong brand image in 

Western Australia as is evidenced by both brands appearing “in the most 

recognised list (of brands) since the branding survey began in 2002” 

(Marcri, 2008 p. 7).  In addition, both organisations have operated in the 
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State for more than fifty years and both have significant advertising 

budgets, resulting in awareness figures in the high 80%.  Further, the 

alliance between these two organisations, while still in its developmental 

stage, had been established for a number of years when the study was 

undertaken.  Both organisations had an interest in the research and 

were willing to support it by giving access to customers and by providing 

some funding to pay for a professional focus group facilitator and for an 

external market research organisation to undertake telephone interviews 

for the quantitative phase of the study.   

While the data were specific to the alliance, the findings should be 

relevant for alliances among similar organisations, but may not be 

applicable to alliances where the organisations involved do not have well 

known brand names or are not market leaders in their own right. 

1.9 Conclusions 

The present chapter provided a framework of the study that was 

undertaken to examine the impact an alliance had on perceived value.  It 

also identified the research problem, the hypotheses that were tested 

and the methodology by which the research was undertaken. 

It provided some key definitions that are critical to understanding the 

concept by which a customer’s perceived value was measured and the 

limitations of the research in terms of its applicability to other industries 

or firms.  The next Chapter provides a foundation to the study by 

outlining the prior research that is relevant to the issues being 

investigated. 
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CHAPTER 2 

LITERATURE REVIEW 

2.1 Introduction 

Changes in many markets, caused by such factors as increasing 

competition and globalisation, has meant organisations need to develop 

and market products quickly and to seek new ways to deliver such 

products or services.  Strategic alliances are one way in which such 

changes can be made (Amaldoss, Meyer, Ragu and Rapoport 2000). 

Similarly, relationship management has become a fundamental objective 

for many organisations as they seek to enhance their business 

relationships and provide greater depth in their product range, thereby 

increasing customer loyalty.  Strategic alliances have become one way 

by which organisations can build on their strengths without the inherent 

risks of diversifying into new areas of business outside their expertise 

(Biggadike 1979). 

However, strategic alliances are not always successful, with their failure 

attributed to factors such as unequal skills sets (Bleeke & Ernst 1991), 

disagreements over performance measures (Geringer & Herbert 1991, 

Heide & Miner 1992) and inappropriate alliance structures (Parkhe 

1993b).  Consequently, the present chapter explores some of the 

research that has been undertaken to examine strategic alliances.  It 

also examines the factors that may influence a customer’s perceived 

value as it relates to the purchase of products or services as the value 

construct was central to the present study. 
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2.2 Strategic Alliances: A Definition 

Strategic Alliances can take many forms, including joint ventures, joint 

research and development agreements, technology exchanges, direct 

investment and licensing agreements (Gulati 1995).  They can be 

“enduring inter-firm cooperative arrangements…for the joint 

accomplishment of individual goals linked to the corporate mission of 

each sponsoring firms” (Parkhe 1993a, p. 795), or autonomous firms 

collaborating “in pursuit of mutually beneficial goals” (O’Farrell and 

Wood 1999, p. 137).  Joint ventures are common strategic alliances as 

“they involve inter-firm collaboration, have inputs from all parties and are 

defined in terms of goals over a well defined economic space” (Buckley 

1992, p. 302).  Strategic alliances, however, exclude “buyer-seller 

relationships, subcontracting agreements, licensing, franchising, barter 

and buyback where there are opposing goals” (Buckley 1992, p. 302) 

Perhaps Van de Ven (1976, p. 25) sums up the concept of strategic 

alliances in the context of this study best when he wrote: 

“The end objective of organizations involved in a [relationship] is the 

attainment of goals that are unachievable by organisations 

independently.” 
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2.3 The Formation of Strategic Alliances  

Just as the terms used to describe a strategic alliance may differ, the 

reasons for forming such arrangements may also differ.  Harrigan (1987, 

p. 67), suggested they are used with increasing frequency to “restructure 

industries, create new products, keep abreast of rapidly changing 

technologies and ease problems of global excess production capacity.”   

On the other hand, Bleeke and Ernst (1991, p. 127) suggested alliances 

“are more effective for edging into related businesses or new geographic 

markets.”   

The purpose of an alliance should be to add value that could not 

otherwise be obtained at the same cost.  They are used to add strength 

to an organisation in areas in which it may be weak, thereby allowing it 

to compete more effectively in an increasingly competitive environment. 

Borys and Jemison (1989, p. 241) noted that additional value is created 

in organisations when “the capabilities of the partners are combined so 

that the competitive advantage of either the hybrid or one or more of the 

partners is improved”. Burgers, Hill and King (1993) argued that strategic 

alliances help firms cope with unpredictable changes in consumer 

purchasing patterns.  
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Strategic alliances may also help organisations cope with demand 

uncertainty by motivating “competitors to enter into alliances with each 

other in order to gain access to the capabilities required to cope with 

such uncertainty” while competitive uncertainty “motivates firms to enter 

into alliances with each other in order to reduce that uncertainty by 

reducing competition” (Burgers et al. 1993, p. 420).  Kogurt’s (1991) 

argument that joint ventures are buffers against uncertainty supports this 

view, suggesting risk reduction is a key aspect that affects alliance 

formation. 

While there are many different reasons for forming strategic alliances, 

O’Farrell and Wood (1999, p. 134) provided a useful summary by 

identifying five objectives that such alliances may wish to achieve, 

namely to: 

1. Share the risks of an activity that is beyond the scope of a single 

organisation 

2. Benefit from possible economies of scale in joint production 

3. Derive economies of scale by gaining access to the complementary 

knowledge and expertise of partners in the value chain 

4. Gain first mover advantage in a market and, so, deter potential 

competition; and 

5. Overcome government trade or investment barriers in order to 

facilitate initial international expansion of inexperienced firms. 

Irrespective of the reason for establishing a strategic alliance, an 

important consideration that impacts on the success of such alliances 
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relates to the way in which it is formed.  Hamel (1991, p. 83) suggested 

there are two ways of extracting value from an alliance, namely 

“bargaining over the stream of economic benefits that issues directly 

from the successful execution of joint tasks and two, internalizing the 

skills of partners.”  

An examination of past research found there has been significantly more 

research undertaken into the financial benefits associated with a 

strategic alliance than into any other benefits.  Kogurt (1988, pp. 321-

322) discussed the role of transaction costs and strategic behaviour in 

explaining the motivation to joint venture, suggesting “transaction cost 

theory posits that firms transact by the mode which minimises the sum of 

production and transaction costs.  Strategic behavior posits that firms 

transact by the mode which maximises profits through improving a firm’s 

competitive position.”  

Ram Charan was quoted in an article by Sherman (1992 pp. 77-78) as 

supporting the importance of creating alliances to take advantage of 

opportunities, rather than just providing an improved financial result in 

his argument that “saving cash alone is not enough to justify an alliance.  

The reason to do an alliance is to get access to a new market or special 

expertise or to beat others to market.  If an alliance won’t achieve any of 

those things, don’t do it”  

Nevaer (1990, p. 33-38), in describing the characteristics of successful 

alliances, noted just how difficult it is for organisations to succeed in an 

alliance relationship.  He argued that alliances need “a dynamic 
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management structure, the encouragement of calculated initiatives, 

systematic task setting, equal distribution of authority, encouragement of 

calculated risk taking, streamlined communication channels and the 

development of multi-manager roles.”   

This is difficult enough to achieve within an organisation without 

introducing another party to the relationship.  Perhaps this is why 

success is far from guaranteed and many strategic alliances fail. 

Harrigan (1986, p. 181) has suggested that the reasons for such failures 

include: 

1. “Partners could not get along. 

2. The market disappeared. 

3. Managers from disparate partners within the venture could not 

work together. 

4. Managers within the venture could not work with owners’ 

managers. 

5. What was thought to be good technology from one partner (or 

whatever the contribution was to be) did not prove to be as good as 

was expected. 

6. Owners that were to contribute information or resources could not 

get their personnel down the line to deliver what had been 

promised. 
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7. Partners simply reneged on their promises to deliver on their part of 

the agreement. 

8. Other reasons destroyed partners’ cooperative spirit.”  

Interestingly, while each of the authors mentioned previously used 

different terminology to describe success or failure, their focus was on 

organisational or managerial capabilities and resources.  There is little 

mention of the end user of the alliance, namely the customer.  A few 

exceptions were: 

1. Harrigan (1988, p. 142), who noted that customer traits “especially 

their sophistication in assessing a product’s differentiation and their 

abilities to command customised products from vendors” should be 

considered as an environmental trait. 

2. Ackerman (1994, p.47), who highlighted how important it was that 

decisions regarding the joint venture were made in the “context of 

customer expectations and needs.”    

Perhaps an important factor in the success or failure of a strategic 

alliance lies in its relevance to the customer, which leads to an 

exploration of the way the success of a strategic alliance can be 

measured. 
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2.4 Some Measures of Strategic Alliance Success 

A number of studies have attempted to determine an appropriate 

measure for the success of a strategic alliance.  Anderson (1990, p. 20) 

examined 168 large firms engaged in at least one international joint 

venture and found firms “evaluate performance using financial reports, 

supplemented by whatever can be gleaned from information visits by 

parent executives.” She concluded, however, that the emphasis on 

financial criteria was inappropriate because joint ventures are popular in 

“risky, uncertain conditions” and “when risk and uncertainty are high, 

profitability by itself is a poor measure of the joint venture’s value” as 

“profits, if any are in the future, and high costs are in the present” 

(Anderson 1990, p. 21). 

Blankenburg-Holm et al. (1999) developed a model that suggested value 

creation comes from a business network connection that leads to mutual 

commitment.  This, in turn, results in a mutual dependence from which 

value is created.  He therefore defined relationship value creation “as the 

effect of the engagement in the relationship on the joint profitability of the 

partner firms” (Blankenburg-Holm et al. 1999, p. 472). 

Geringer & Herbert (1991, p. 251) summarised the work of Killing 

(1983), Schaan (1983) and Beamish (1984), who measured the 

satisfaction participants had of international joint ventures by asking “to 

what extent has the international joint venture met the expectations of 

your firm?” while Doz (1996) found successful alliance projects were 
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evolutionary and were involved in constantly learning, re-evaluating and 

readjusting based on that learning. 

2.5 Customer Value 

While undertaking the desk research that was a part of the present 

study, there was a particular interest in finding measures of strategic 

alliances as they relate to the end user, or the customer and seeing what 

measures exist to estimate customer value and how such measure have 

been applied in strategic alliance contexts.  Monroe and Dodds (1985, p. 

85) argued, “perceptions of value were directly related to preferences or 

choice; that is, the larger a buyer’s perception of value, the more likely 

would the buyer express a willingness to buy or a preference for the 

product.”   They developed a model to explain this that is shown in 

Figure 2.1. 

Figure 2.1: Monroe and Dodd’s (1985) Model 

Monroe and Chapman (1985, p. 193) suggested “buyers’ perceptions of 

value represent a trade-off between the quality or benefits they perceive 

in the product relative to the sacrifice they perceive by paying the price.”  

Perceived
Sacrifice

Perceived
Value

Perceived
Quality

Actual
Price

Willingness
to Buy
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However, it was hoped to go beyond a price-quality relationships in the 

present study to understand if the relationship a customer has with a 

provider of a product or service had an influence on their decision 

making and, in particular, as it relates to their perceptions of the 

products offered by the strategic alliance.  

Petrick (2002) describes Kantamneni and Coulson’s (1996) research in 

developing a multi-dimensional measure of the perceived value of a 

product.  Their work identified societal value, experiential value, 

functional value and market value. 

“Societal value was termed to be the product’s benefit/value to 

society.  Experiential value was related to the senses: if the 

product feels, smells and looks good, while functional value was 

related to whether or not the product is reliable and safe.  The 

final factor, market value, was the product’s worth regarding price 

for value” (Petrick, 2002, p. 122) 

Sweeney and Soutar (2001) developed the PERVAL scale that drew on 

Sheth et al.’s (1991) work to create a perceived value scale with 

emotional value, social value, price/value for money and 

performance/quality dimensions. 

Heinonen (2004, p. 207) argued that “the service environment affects 

service delivery, time and location” and, therefore, can influence value 

perceptions.  She argued value is “based on four dimensions: technical, 

functional, temporal and spatial” (Heinonen, 2004, p. 207). 
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The concept of customer value is complex.  Butz and Goodstein (1996, 

p. 63) defined customer value as “the emotional bond established 

between a customer and a producer after the customer has used a 

salient product or service provided by that supplier and found the 

product to provide an added value.”  They suggested that such an 

emotional bond leads a customer to a continued, or even exclusive, 

arrangement with a provider.  Net customer value results when 

“customers believe that the goods and services an organisation provides 

regularly produce more benefits to them than the costs 

incurred…especially as compared to the competition” (Butz and 

Goodstein 1996, p. 64). 

Sheth and Parvatiyar (1995, p. 256) asked why consumers engage in 

‘relational market behaviour’ and argued that they do so to “achieve 

greater efficiency in decision making, to reduce the tasks of information 

processing, achieve more cognitive consistency in decision making and 

reduce perceived risks associated with future choices.”   Perhaps it is in 

the area of relationship marketing that we will determine what, if any, 

research has been undertaken that examines the customer perspective 

when entering into a strategic alliance. 

Customer Loyalty 

While it seems there is little in the way of academic research into the 

benefits (or otherwise) strategic alliances have for consumers, there is a 

great deal of research into the elements that lead to customer loyalty. 

Oliver (1997, p. 392) defined loyalty as “a deeply held commitment to 
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rebuy or repatronize a preferred product or service consistently in the 

future, despite situational influences ad marketing efforts having the 

potential to cause switching behaviour.”  

Trust and commitment seem particularly relevant because, as Buttle and 

Burton (2002 p. 218) have noted: 

“Many researchers and consultants including Morris et al. (1999) 

claim that intimacy, trust and commitment are the cornerstones of 

customer loyalty”. 

2.6.1  Trust 

Morgan and Hunt (1994 p. 23) defined trust as “confidence in the 

exchange partner’s reliability and integrity”.  This definition was 

expanded by Ranaweera and Prabhu (2005) and Singh and 

Sirdeshmukh (2000 p. 154), who argued: 

“[Trust] focuses on one’s beliefs that the exchange partner would 

act in a manner that is responsible, evidences integrity and is not 

potentially injurious.” 

Trust related exchanges are characterised by performance ambiguity, a 

high level of consequence for the value derived from the relationship and 

a high degree of interdependence between the consumer and the 

provider (Sitkin and Roth 1993).  These are all elements highly 

correlated to the provision of a service, the subject of this study.  Berry 

(1995 p. 242) argued that trust is “critical to the formation of service 

based relationships because of the intangibility of services.”  This 
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suggestion was supported by Coulter and Coulter (2002 p. 35), who 

argued: 

“Research has demonstrated that the need for trust arises in any 

situation characterized by a high degree of risk, uncertainty and/or 

lack of knowledge or information on the part of the interaction 

participants (May et al 1995).  Thus, the customers have an 

inherent need to trust in their service provider to deliver the 

desired service outcome.” 

Both the insurance and banking industries have, at times, suffered from 

a lack of trust by customers if the popular press is to be believed.  Much 

of this stems from the ‘for profit’ nature of most financial services 

institutions.  The insurance organisation that was part of the present 

study is a mutual organisation and, as such, states its focus is on the 

long term best interests of its membership, which is likely to influence  

members’ trust. 

It seems trust is developed when organisations deliver what they say 

they will deliver (Hall 2005; Shemwell, Cronin and Bullard 1994; Close 

1991) and this is particularly relevant to a mutual organisation, where the 

building of lasting relationships is critical to its success.  Indeed, 

Golembiewski and McConkie (1975 p. 131) suggested “there is no other 

single variable which so thoroughly influences interpersonal and 

intergroup behaviour.” 
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2.6.2   Commitment 

Shemwell et al. (1994) argued that commitment is of equal importance in 

terms of its impact on people’s purchase intentions (and therefore 

loyalty).  Commitment has been defined in many ways, including “an 

enduring desire to maintain a valued relationship (Moorman, Zaltman 

and Deshpande 1992 p. 316), “a force that binds an individual to a 

course of action” (Myer and Herscovitch 2001 p. 301) and “relational 

bonding with the seller, producer and other customers” (Lijander and 

Roos 2002, p. 595).   

The definition that rings most true to a mutual organisation comes from 

Allen and Myer (1990, p. 2), who suggested commitment is an “affective 

or emotional attachment to the organisation such that the strongly 

committed individual identifies with, is involved in and enjoys 

membership in the organisation.” 

Garabino and Johnson (1999, p. 82) tested the impact trust and 

commitment had of theatre patronage and loyalty and found: 

“High relational, consistent subscribers are driven by trust and 

commitment.  For high relational customers, overall satisfaction 

has no significant influence on future intentions”. 

This suggests trust and commitment are critical to the development of 

customer loyalty – an idea supported by researchers such as Bansal, 

Irving and Taylor (2004), Fullerton (2003), Oliver (1999) and Johnson, 

Gustafsson, Andreassen, Lervick and Cha (2001). 
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The present study examined aspects other than those measured by the 

PERVAL scale within the qualitative phase and trust and commitment 

were seen as potentially important constructs, although they were not 

specifically asked within the groups.  However, as will be seen 

subsequently, they were raised by many group members and, so, were 

included in the quantitative phase of the study.  

2.7 Conclusions

While the literature review provided some insights into customer value, 

there has been very little examination of the subject of interest to the 

present study (customer value perceptions within a strategic alliance).  

Perhaps it is because the focus of most organisations is on maximising 

profits and shareholder value and, consequently, they look for more 

direct (and shorter term) benefits from an alliance than customer loyalty.   

The present study, which is discussed in the next Chapter, was an 

attempt to explore the impact an alliance had in a specific circumstance 

by examining the relationships between customers and their financial 

institutions and their impacts on the perceived value of a set of financial 

products.  Drawing on Sheth et al.’s (1991) consumption value model 

and subsequent studies by other researchers to the study attempted to 

determine whether perceived value was impacted by the nature of the 

financial products (i.e. whether alliance products had different value than 

did similar non-alliance products). 
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CHAPTER THREE 

THE PRESENT STUDY 

3.1 Introduction 

As was discussed in Chapter Two, Sheth et al.’s (1991) value model has 

five dimensions that seem to influence consumers’ purchase decisions.  

These dimensions (termed functional, social, emotional, epistemic and 

conditional) were refined by Sweeney and Soutar (2001) into a 

seventeen item value scale (termed the PERVAL scale), with emotional, 

social, quality-performance and price-value for money dimensions.  The 

scale was created to assess “customers’ perceptions of the value of a 

consumer durable at brand level” (Sweeney and Soutar 2001, p. 203).  

However, it is assumed it can equally be applied to a service and in a 

comparative context (i.e. in a comparison of the perceived value of the 

same type of product purchased from different suppliers) due to its core 

being based on Sheth et al.s (1991) general model.  By using this 

multidimensional value scale, the present study explored the perceived 

value customers derived in a strategic alliance context and enabled an 

examination of differences in the importance of the various value 

dimensions in such a context. 

The study drew heavily on Sheth et al’s (1991) suggestions as their 

approach helped determine if there were aspects related to consumer’s 

purchase behaviour with a service, or as the result of a strategic 

alliance, that were not captured by the PERVAL scale.  The study, 
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therefore, included qualitative and quantitative phases, design details of 

which are outlined later in this Chapter.   

3.2 Research Procedures

3.2.1 The Measurement of Value 

Sheth et al. (1991) recommended an approach that had been tested in 

many studies and in a diversity of choice situations prior to its publication 

in 1991, giving confidence in the robustness of the methodology.  

Sweeney and Soutar (2001) did not question the robustness of the 

previously suggested methodology but, rather, tried to design a general 

value scale based on their model that could be used in most 

consumption contexts.  Consequently, both the PERVAL scale and 

Sheth et al.’s (1991) approach were used in the present study. 

The present study, however, varied from the scenarios used by 

Sweeney and Soutar (2001) in ways that may be significant.  For 

example, the present study was based on the purchase of an intangible 

service.  Consumers’ decision processes for services may vary from 

those used in the purchase of durable goods, such as furniture and 

stereo products, which were examined in Sweeney and Soutar’s (2001) 

study.    

While the study that developed the PERVAL scale used two different 

products (furniture and car sound systems), the present study tried to 

see whether there were differences in the way the same product 
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(service) types were perceived when purchased from different suppliers 

(either through an alliance or through a traditional provider).   

As noted in the previous Chapter, Sheth et al. (1991) describe their 

consumption value dimensions as: 

� Functional value – the product attributes relating to its functional, 

utilitarian or physical benefits and problems 

� Social value – the social imagery linked with specific demographic, 

socioeconomic and cultural-ethic groups 

� Emotional value – the feelings or emotions aroused by the 

alternatives 

� Epistemic value – the way in which novelty, knowledge and 

curiosity needs are satisfied 

� Conditional value – the situations that contribute to temporary 

social and functional utility 

PERVAL expanded the functional value dimension into two different sub-

factors, which were termed price and quality.   

However, it excluded the epistemic and conditional dimensions, even 

though they were key dimensions in Sheth et al.’s (1991) model, as they 

were not seen to be generalisable and PERVAL was designed to be a 

generally useable value scale. 
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Given their exclusion from the PERVAL scale, it was decided that 

qualitative research would be a useful first step to ensure that any 

unique factors or language that was specific to the services being tested 

were understood and could be included in the subsequent quantitative 

phase of the present study.  Thus, the study began with a number of 

focus groups designed to provide such information. 

3.2.2 Organisation Selection

The researcher was an employee of a large, West Australian insurance 

organisation that had embarked on a strategic alliance with a large, 

West Australian based bank.   Both organisations entered into the 

relationship in order to grow their product holdings.  Neither organisation 

had been involved in a ‘white labelling’ exercise before and both were 

eager to learn from the relationship.  They therefore agreed to provide 

access to their members and customers to enable this study to take 

place.   

3.2.3 Respondents 

The respondents of interest in the present case were identifiable by two 

factors, namely: 

1. Their relationship (or not) with the specific bank or insurance 

organisation that were central to the study. 

2. Their purchase (or not) of either the bank’s or the insurance 

organisation’s (alliance) home loan or credit card. 
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Both the Bank and the Insurance Organisation used in the present study 

are dominant West Australian organisations.  The two organisations had 

joined to launch an alliance credit card and a home loan using the 

Insurance Organisation’s brand, reputation and sales personnel with all 

functions relating to the fulfilment and management of the credit card 

and home loan being undertaken by the Bank.  The products were 

offered exclusively to the Insurance Organisation’s membership base 

and promoted primarily through direct mail, with some advertising 

support.  All direct mail and advertising encouraged members to contact 

the Insurance Company’s call centre or to visit its branches.  In order to 

qualify for a home loan or credit card (and therefore be considered as 

possible respondents for either phase of the present study), customers 

had to be over the age of seventeen and meet the Bank’s 

creditworthiness hurdles.  The approach taken in both phases of the 

present study are discussed in subsequent sections. 

3.2.4 The Qualitative Study 

The purposes of the focus groups within the present study were twofold, 

namely: 

1. To ensure the language used in the quantitative phase was 

“familiar, meaningful and unambiguous to respondents” (Sheth et 

al. 1991, p. 93). 

2. To determine if there were any value dimensions not included in the 

PERVAL scale that were important in differentiating purchase 

decisions in a service industry and/or alliance context. 



43

The merging of a randomly selected subset of 5000 of the Insurance 

Organisation’s and 5000 of the Bank’s customers identified potential 

focus group respondents.  Customers who were unique to the Bank or 

the Insurance Organisation were placed into a discrete group, which was 

used by an independent market research organisation to recruit 

participants for the focus groups.  In addition, all purchasers of an 

alliance product (either a home loan or a credit card) were placed in a 

group from which members of the ‘alliance’ discussion groups were 

drawn.  A total of five groups were identified as discussion groups, 

namely: 

� Customers of the Bank with the Bank’s credit card (no Insurance 

Organisation relationship). 

� Customers of the Bank with the Bank’s home loan (no Insurance 

Organisation relationship). 

� Customers of the Insurance Organisation with the Insurance 

Organisation’s credit card (the only relationship with the Bank being 

through the alliance product). 

� Customers of the Insurance Organisation with the Insurance 

Organisation’s home loan (the only relationship with the Bank being 

through the alliance product). 

� Customers of the Insurance Organisation with their credit card 

and/or home loan held by any other Bank. 
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The group structure allowed differences in perceptions between to be 

examined: 

� The relationship Alliance product holders have with the Bank 

compared to any other Bank. 

� The relationship the alliance product holders have with the 

Insurance Organisation compared to customers of the Insurance 

Organisation without the alliance products. 

� The relationship Bank customers have with their Bank compared to 

customers of any other Bank. 

Ten respondents were recruited for each of the five groups in order to 

obtain at least six participants per group.  The groups were held in the 

evenings at a market research facility to encourage a cross-section of 

attendees.   

A professional facilitator was hired to run the groups to remove the 

potential for bias as the researcher was an employee of the Insurance 

Organisation.  All participants were paid $40 to cover any expenses 

incurred in participating in the group. 

Each group was asked a series of questions based on Sheth et al.’s 

(1991) approach.  While the questions varied little between groups 

(other than product set - i.e. home loan or credit card), the tone of the 

questions varied slightly for members of the alliance as they had 

personal experiences the other groups did not. 
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Focus Group Questions Alliance Customers with an Alliance 
Product 

Functional Value 

What are some of the benefits that you associate with a credit card 
(home loan)? 
What are some of the problems? 
What are some of the benefits that you associate with the alliance credit 
card (home loan)? 
What are some of the problems? 
What are some of the benefits that you think a person without a credit 
card (home loan) associates with one? 
What are some of the problems? 
What are some of the benefits that you think a person without the 
alliance credit card (home loan) associates with one? 
What are some of the problems?

Social Value 

What type of people do you believe are most likely to have a credit card 
(home loan)? 
What type of people do you believe are least likely to have a credit card 
(home loan)? 
What type of people do you believe are most likely to have the alliance 
credit card (home loan)? 
What type of people do you believe are least likely to have the alliance
credit card (home loan)? 
What type of people do you believe people without a credit card (home 
loan) believes are most likely to have the alliance credit card (home 
loan)? 
What type of people do you believe people without a credit card (home 
loan) believes are least likely to have the alliance credit card (home 
loan)? 

Emotional Value 

What feelings are aroused by your decision to take out a credit card 
(home loan)? 
What feelings are aroused by your decision to take out the alliance credit 
card (home loan)? 
What feelings do you think are aroused by someone without a credit card 
(home loan) decision not to take one out? 
What feelings do you think are aroused by someone with the alliance
credit card (home loan) decision not to take one out? 
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Epistemic Value 

What triggered your decision to take out your first credit card (home 
loan)? 
What triggered your decision to take out your alliance credit card (home 
loan)? 
What do you think triggers a non-user’s decision not to take out a credit 
card (home loan)? 
What do you think triggers a non-user’s decision not to take out the 
alliance credit card (home loan)? 

Conditional Value 

Are there any circumstances or situations that would cause you to cancel 
any credit card (home loan) you have other than your alliance credit card 
(home loan)? 
Are there any circumstances or situations that you think would cause a 
non-user to take out a credit card (home loan)? 
Are there any circumstances or situations that you think would cause a 
non-user to take out the alliance credit card (home loan)? 
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Focus Group Questions – Bank customers without alliance product 

Functional Value 

What are some of the benefits that you associate with a credit card 
(home loan)? 
What are some of the problems? 
What are some of the benefits that you associate with the alliance credit 
card (home loan)? 
What are some of the problems? 
What are some of the benefits that you think a person with the alliance
credit card (home loan) associates with one? 
What are some of the problems?

Social Value 

What type of people do you believe are most likely to have a credit card 
(home loan)? 
What type of people do you believe are least likely to have a credit card 
(home loan)? 
What type of people do you believe are most likely to have the alliance 
credit card (home loan)? 
What type of people do you believe are least likely to have the alliance
credit card (home loan)? 
What type of people do you believe a member who has the alliance
credit card (home loan) believes are most likely to have the alliance
credit card (home loan)? 
What type of people do you believe a member who has the alliance 
credit card (home loan) believes are least likely to have the alliance
credit card (home loan)?

Emotional Value 

What feelings are aroused by your decision to take out a credit card 
(home loan)? 
What feelings are aroused by your decision not to take out the alliance
credit card (home loan)? 
What feelings do you believe are aroused by a member’s decision to take 
out an alliance credit card (home loan)? 

Epistemic Value 

What triggered your decision to take out your first credit card (home 
loan)? 
What triggered your decision not to take out your alliance credit card 
(home loan)? 
What do you think triggers a member’s decision to take out the alliance
credit card (home loan)? 
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Conditional Value 

Are there any circumstances or situations that would cause you to cancel 
any credit card (home loan) you have? 
Are there any circumstances or situations that you think would cause you 
to take out the alliance credit card (home loan)? 
Are there any circumstances or situations that you think would cause a 
member with the non-alliance credit card (home loan) to cancel it? 

The interviews were taped and transcribed, enabling the researcher to 

analyse the discussions and identify appropriate language to be used in 

the quantitative phase, as well as potential areas requiring exploration 

that were not covered by the PERVAL scale.  This was in keeping with 

the objectives of the qualitative phase of the study. 

While the details of the focus group findings will be discussed in Chapter 

4, it is worth noting that the qualitative phase proved to be a useful 

exercise.   

An analysis of the focus group discussions suggested two factors that 

needed to be included in the quantitative phase that were not covered by 

the PERVAL scale (trustworthiness and commitment).  This required a 

change to the quantitative approach due to the need to identify 

questions that were appropriate measures of these factors but were 

asked in a manner that was consistent with the PERVAL scale. 

It also indicated that the inclusion of the ‘Customers of the Insurance 

Organisation with their credit card and or home loan held by any other 

bank’ did not provide any value and this group was removed from the 

quantitative phase of the study. 
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3.2.5 The Quantitative Study 

The language and concepts determined in this phase, together with the 

hypotheses outlined earlier, were tested through a quantitative phase 

that enabled the researcher to determine whether the thoughts and 

opinions of discussion group attendees were applicable to a broader 

audience.  A quantitative study was also required to test the application 

of the PERVAL scale to the intangible products of interest in the present 

context (in this case a credit card or home loan) and in an alliance or 

non-alliance situation. 

The questionnaire design in most instances followed the 

recommendations made by Sheth et al. (1991) and incorporated 

questions from the PERVAL scale, as well as a number of additional 

questions that the focus groups had suggested were needed to reflect 

the constructs associated with the particular product type being 

examined.   

While Sheth et al. (1991) recommended that the first section of the 

questionnaire should be used to determine the dependent variable, in 

this case the variable of interest was whether a respondent had 

purchased an alliance product or not.  As the alliance sample was drawn 

directly from the database of those who had purchased a product, the 

first step was not necessary in this case.   
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In each case the policyholder, or account holder, was asked to complete 

the survey, and were asked about either: 

1. The Alliance Home Loan. 

2. The Alliance Credit Card. 

Bank customers were identified through a random sample obtained from 

the Perth metropolitan White Pages.  While this method excluded people 

without a telephone, or with silent numbers, this exclusion was not 

deemed to be a significant problem in the present context.  Quotas were 

developed to ensure a sufficiently large sample was found for each of 

the following groups: 

1. No Insurance Organisation relationship – Bank Home Loan 

2. No Insurance Organisation relationship – Bank Credit Card 

3. Alliance Home Loan 

4. Alliance Credit Card 

A telephone survey was deemed to be the most appropriate way to 

obtain respondents and answers and a professional research 

organisation undertook the survey to avoid potential biases caused by 

the researcher being employed the Insurance Organisation and because 

of the efficiencies associated with the firm identifying candidates and 

completing the survey simultaneously. 
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A total of four different questionnaires were created to reflect the subtle 

differences between participant’s experiences.  A copy of one of the 

questionnaires is provided in Appendix 1. 

3.2.6 Data Analysis Focus Groups 

As indicated previously, there were two distinct objectives required of the 

focus group studies, namely: 

1. To ensure that the language used in the quantitative phase was 

‘familiar, meaningful and unambiguous to respondents” (Sheth et 

al. 1991 p. 93); and 

2. To determine if there were any value dimensions not included in 

the PERVAL scale that might be important in differentiating 

purchase decisions in the context of the present study. 

Once the focus group discussions had been transcribed, the researcher 

sought to identify areas of differences by building a simple table of 

findings for each group, as shown in Table 3.1.  A full set of the findings 

is provided in Appendix 2 and the major differences found are outlined in 

Chapter 4. 
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Table 3.1: Emotional differences 

 Bank only Insurance Organisation only Alliance 

Limit too high/give 
you more than you 
can afford 

Don’t want another organisation 
pushing me to take out a credit 
card 

Haven’t seen any bonus 
points/statements/rewards 

Relieved – that we 
could get a better 
deal (than what we 
were on)  

Overwhelmed – too much 
information to read 

Security – because it was 
through (Insurance 
Organisation) like double 
security.  You have 
(Insurance Organisation) 
backing (Bank) 

Bewildered – there 
was a lot of 
competition so 
there were all 
these special 
deals coming on 

Queasy – (Insurance 
Organisation) is a local business 
doing something that is 
enormous 

Comfort – have already 
dealt with (Insurance 
Organisation) and their 
sales people – don’t feel 
like being bulldozed to the 
edge 

Security – (Bank) 
is not going to go 
anywhere or fold 

Doubt – (Insurance 
Organisation) too inexperienced 
– could be some loop holes they 
hadn’t sorted out.  Maybe they 
couldn’t carry all the people 
(home loan) 

Secure – you are with 
people who care, like 
you’re at home 

 Concerned – as to why they did 
it.  Has to be underwritten.  
(Insurance Organisation) profits 
are supposed to be put back into 
the organisation not used to 
finance things like home loans  
(home loan) 

Secure – (Insurance 
Organisation) won’t do 
anything detrimental – like 
put you under pressure or 
let you commit to a loan 
that you won’t be able to 
pay back 

 Risky – to other members (home 
loan) 

Fiercely protective – 
(Insurance Organisation) is 
wonderful so that’s what 
triggered me straight away 

 Concern – got the impression 
that people were confused as to 
what you can do and what you 
can’t do 

Happy/elation – was going 
to help me with other 
benefits with (Insurance 
Organisation) 

  Tender – people 
appreciate the teddy bear 

  Pleased – really simple to 
change over (home loan) 

  Surprised – like a reward 
for loyalty 

  Confident – (Insurance 
Organisation) and (Bank) 
together are pretty solid 
partners.  Confident it 
would last 

  Relief – already with 
(Bank) therefore didn’t 
have to change banking 
which would have been a 
real hassle and frustrating 
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This analysis led to the inclusion of trustworthiness and commitment in 

the subsequent quantitative phase of the study as they appeared to be a 

significant differentiator between customers who had purchased an 

alliance product and customers who had not purchased such an item. 

The second area of consideration was language.  The researcher 

checked back on the transcripts when designing the quantitative survey 

to ensure that the terminology used was consistent with that used by 

participants in the discussion groups. 

3.2.7 The Quantitative Study 

The present study was an attempt to see whether the perceived value of 

a product was different when it was purchased as a result of a strategic 

alliance and, if so, if the value dimensions leading to the purchase differ 

depending on the context (i.e. alliance or non-alliance) in which the 

product was purchased. 

Hair, Anderson, Tatham and Black (1998 p. 256) have suggested that 

discriminant analysis is “appropriate where there is a single categorical 

dependent variable and several metrically scaled independent 

variables,” which was the case in the present study as the dependent 

variable was the nature of the product and the independent variables 

were the various value dimensions. 
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Discriminant analysis allows an examination of the differences between 

two or more groups, but “these groups must be mutually exclusive and 

exhaustive” (Hair et al. 1998 p. 257).  This concept of exclusivity was 

built into the interview process and minimum quotas were set for each 

group based on a minimum acceptable group size. 

The data obtained in the quantitative phase of the present study were 

analysed by using the SPSS program (Norusis, 1993). After examining 

the descriptive statistics for the scales of interest and the background 

data collected, an analysis of variance was used to identify significant 

differences in the value dimensions between the two relationship groups 

(i.e. the Bank and the Alliance).  This was followed by stepwise 

discriminant analysis to determine which factors, if any, contributed to 

such differences.  

3.2.8 Sample Size  

It was important to ensure there was an adequate sample size in order 

to detect the relationships of interest.  The study was designed to have a 

minimum of 100 Bank customers and 100 Alliance customers with a 

minimum of 50 respondents with each type of product (credit card and 

home loan).  As a result of this approach, a total of 228 respondents 

were obtained, with the structure shown in Table 3.2. 
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Table 3.2: Group Structure 

Category Number of 
Respondents 

Bank Home Loan, No Insurance Organisation 51 

Alliance Home Loan 60 

Bank Credit Card, No Insurance Organisation 56 

Alliance Credit Card 61 

Achieving a quota of 50 of each product type by organisation type 

allowed sufficient sample size to examine differences by product type 

with a margin of error of 0.86 at a 95% confidence level.. 

Table 3.3: Higher Level Quotas 

Category Number of 
Respondents 

Home Loan 111 

Credit Card 117 

Alliance 121 

Bank Customers 107 

Achieving a quota of 100 in each product type provided sufficient sample 

size to examine the differences by product type with a margin of error of 

0.93 at a 95% confidence level. 
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3.3 Ethical Considerations 

Before approval to proceed with this study was granted, approval by the 

University of Western Australia’s Ethics Committee was required.  All 

respondents, whether they were involved in focus group discussions or 

telephone surveys, were asked for their consent to participate.  Consent 

forms were obtained from discussion group participants, while the 

completion of the telephone survey was deemed to be consent for the 

quantitative study. 

All respondents were aged 18 or over and at no time did the researcher 

receive any information that identified the participants.  The research 

organisation transcribed focus group discussions with all names 

removed.  Similarly, while the research organisation engaged to 

undertake the telephone surveys captured the name and telephone 

numbers of respondents for their Quality Assurance processes, this 

information was not made available to the researcher.  All external 

parties (i.e. the research and mailing organisations used to locate 

Insurance Organisation prospects) were subject to confidentiality 

agreements to ensure privacy was maintained. 

Authority to use the database of the Insurance Organisation was 

received.  A computer generated random sample of 250 members with 

alliance products was provided to an external research company to 

identify respondents for the survey based on pre-set quotas.  The Bank 

gave its authority to use a subset of its customer base to obtain focus 

group participants. However, because of the subsequent introduction of 
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the Privacy Act, authority was not given for the quantitative study, which 

is why respondents for the Bank relationship were obtained from a 

random sample of West Australians appearing in the White Pages 

telephone directory.  The external research company contracted to 

undertake the quantitative study used its own random sampling 

methodology to identify respondents to call until quotas were met. 

4 Conclusions 

This Chapter outlined the approach used in the present study.  It 

highlighted the importance of an initial qualitative phase to determine the 

language appropriate for the product type being investigated and the 

relevance of value dimensions not covered by the PERVAL scale. 

The Chapter also provided information about the sampling and 

interviewing techniques used in the study and highlighted the 

involvement of professional researchers to reduce the potential for bias.  

Finally, the Chapter described the ethical considerations that were 

relevant to the present study, including the receipt of authorisations and 

the impact that the Privacy Amendment (Private Sector) Act (2000) had 

on the study.  
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CHAPTER 4 

THE QUALITATIVE PHASE 

THE FOCUS GROUPS’ RESULTS 

4.1 Introduction 

As was discussed in Chapter 3, the PERVAL scale was used in the 

present study.  This is a multidimensional value scale based on 

suggestions made by Sheth et al. (1991), but developed by Sweeney 

and Soutar (2001, p. 203) to determine “which consumption values drive 

purchase attitude and behaviour.”  The scale has not been tested 

previously in the financial services area, nor has it been used in the 

context of a strategic alliance.  It was important, therefore, to determine 

if the product type or the strategic alliance context suggested additional 

value dimensions to those found in the PERVAL scale and focus groups 

were used for this purpose.  The approach taken and the results 

obtained in this phase of the study are outlined in subsequent sections. 

4.2 Methodology 

Due to the potential for the data to be influenced because the researcher 

held a position with one of the primary sources of information (the 

Insurance Organisation), a professional qualitative researcher was hired 

to conduct the groups.  A total of 36 people took part in the five focus 

groups undertaken in this phase.   Group membership was determined 

by the organisation with which participants held financial service 

products, as shown in Table 4.1.  
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Table 4.1: Focus Group Membership 

Focus group participants were recruited by an independent market 

research organisation using the Bank’s and the Insurance Organisation’s 

customer databases.  Participants were invited to attend the appropriate 

group and were paid a nominal amount ($40) to cover their costs of 

attending the focus groups.  All groups were held at the premises of an 

independent market research organisation to protect the anonymity of 

the subject matter until such time as it was important to reveal the 

involvement of the Bank and the Insurance Organisation.   

In addition, the focus group room provided facilities, such as two-way 

mirrors and recording devices, which enabled the researcher to observe 

and later review the outcomes of the focus groups.   

Group Number of 
Participant

s

Relationship Type of Product 

1 7 Bank Bank Credit Card 

2 8 Bank Bank Home Loan 

3 5 Insurance 
Organisation 

Insurance organisation 
credit card  

4 9 Insurance 
Organisation 

Insurance organisation 
home loan 

5 7 Insurance 
Organisation 

Other banks for their 
credit card and/or their 
home loan 
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Sheth et al. (1991) suggested a series of questions that should be asked 

to focus groups in this type of research.  For each value, respondents 

are asked to answer the question as it relates to them and as it would 

relate to others.  This list of questions (shown in Appendix 3) was 

supplied to the focus group facilitator and provided the basis upon which 

the groups were conducted.  The tapes of each focus group (minus any 

identifying aspects, such as first names) were transcribed into a written 

form so that the researcher could analyse the comments made by 

participants. 

4.3 Focus Group Data Analysis 

The purpose of this phase of the analysis was to discover if there were 

any factors that were different or unique across the various groups of 

respondents.  This enabled the researcher to use appropriate 

terminology in the subsequent quantitative questionnaire and to ensure 

that all of the relevant factors that might impact on the relationship 

respondents had with their financial service provider were captured.  The 

data were analysed separately for each value dimension.   

The results found many similar factors in each of the groups, particularly 

in the functional value dimension. This chapter, therefore, focuses on 

areas of uniqueness or difference. 
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Three groups were included in the five focus groups, namely: 

� Customers of the Bank (subsequently referred to as Bank). 

� Customer of the Insurance Organisation, but not users of the 

Insurance Organisation’s home loan or credit card (subsequently 

referred to as Insurance Organisation). 

� Customer of the Insurance Organisation and users of the Insurance 

Organisation’s home loan or Credit Organisation (subsequently 

referred to as Alliance).  The third group was called the Alliance 

group as the home loan and credit card were branded as an 

insurance organisation product, but the Bank provided the product.   

A number of comparisons were made, namely: 

� Bank compared to Insurance Organisation – to determine if there 

were differences or unique features relating to the Bank’s products 

in particular. 

� Bank compared to Insurance Organisation – to determine if there 

were differences or unique features relating to the relationship the 

organisation has with its customers. 

� Bank compared to Alliance – to determine if there were any 

differences or unique features relating to the different product 

offerings. 
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4.3.1 Functional Differences  

The Functional value dimension deals with people’s views about “the 

ability of a product to perform its functional, utilitarian or physical 

purpose” (Sheth et al. 1991, p. 8).  Factors on this value dimension were 

very similar, whether respondents were in the Bank, Insurance 

Organisation or Alliance groups.  However, there were some key 

differentiators, namely: 

Bank 

� Respondents mentioned that they could have one card to operate 

their credit and cheque accounts. 

� Internet/pay by phone was mentioned only in this group. 

� The ability to make extra payments on their home loan was 

highlighted. 

� The ability to have an offset account was mentioned. 

� One respondent stated they did not have a choice in the matter – 

when they purchased their home loan from the Bank a credit card 

was automatically issued. 

� No fees (when they first took out the product). 

Insurance Organisation 

There were no unique differences highlighted with respect to the 

functional value of their home loan or credit card which suggests there is 
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little perceived difference in the functional value of credit cards or home 

loans per se.  Perhaps t is only when another element is added, such as 

relationship or loyalty benefits that a difference in functional value is 

perceived.  

Alliance 

In introducing its credit card and home loan to its customer base, the 

insurance organisation offered a lower interest rate, either no or a 

reduced application fee and a rebate scheme – all of which are elements 

of functional value.  This was reflected in respondents’ comments which 

included: 

� There was a lower annual fee than many other credit cards on the 

market. 

� Interest rates were lower than available with other organisations, 

including the Bank. 

� No application fee or a lower application fee applied. 

� The reward scheme was cash based, which meant cardholders 

could get money back through rebates. 

� A belief that applicants were more likely to get approval as they 

had a relationship with the insurance organisation. 
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4.3.2  Epistemic Differences  

Epistemic Value occurs because a product creates “curiosity, novelty-

seeking and knowledge seeking motivations” (Sheth et al. 1991, p. 9).   

In the context of a credit card or home loan, epistemic features are those 

provided beyond the core benefits of the product (e.g. reward programs, 

or those related to the provider of the products, such as image in the 

community).  In the context of the Bank, epistemic features highlighted 

were: 

� A reward program or a frequent flyer program (available with the 

Bank’s own products).  One particular respondent explained this 

feature as “the Bank has a novelty type home loan and it was 

probably good until Ansett crashed.  You received a certain amount 

of frequent flyer points for the value of your loan – as a strange 

feature of a loan it was actually quite attractive to me.”

� Two participants also expressed the community aspect of the 

Bank, noting “it’s a community bank underwritten by the 

Government” and it’s “a bank that supports the community.”

Customers with a home loan or credit card through the Alliance also 

focused their attention on the reward scheme associated with their 

particular offer.  The reward scheme attached to the alliance product 

was unique as it provided cash rebates that could be used to pay 

premiums for products provided by the Insurance Organisation or, 
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alternatively, assist in the payment of ‘gaps’ that may apply as a result of 

a claim.   

This combination of ‘cash’ and the relevance of the award to the core 

products they had purchased from the insurance organisation were the 

main factors discussed by respondents in that group.   

Comments included: 

� They received ‘bonus points’ toward the rebate scheme when they 

transferred their credit card balance from another provider. 

� The attractiveness of the reward scheme and its relationship with 

other Insurance Organisation products. 

� “The reward points go towards paying gap bills.” 

� “Helps me with my other benefits with Insurance Organisation.” 

� “Helps me reduce my health insurance payments.” 

� The Insurance Organisation was seen as a West Australian 

organisation and the offer had the “double security of the Insurance 

Organisation backing the Bank.” 

4.3.3 Emotional Differences 

Emotional value relates to a product or service’s “potential to arouse 

emotions”, which can be the result of positive feelings, such as that 

experienced when using a special perfume or more aesthetic emotions 

experienced through art, music or religion (Sheth et al. 1991. p. 9).  It 
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was in this part of the discussion that the difference between the three 

groups was most pronounced. 

Customers of the Bank had the strongest emotions and were ones of 

concern (“the limit is too high/they give you more than you can afford” 

(credit card customer)), relief (“we could get a better deal than we were 

on before” (home loan customer)) and bewilderment (“there was a lot of 

competition and there were all these special deals coming on” (home 

loan customer)). 

This contrasted with a strong sense of security and comfort that came 

from the alliance group: 

� “Because it was through (Insurance Organisation) it was like 

double security – you have the Insurance Organisation backing the 

Bank.” 

� “You are with people who care, like you’re at home.” 

� “The Insurance Organisation won’t do anything detrimental like put 

you under pressure or let you commit to a loan that you won’t be 

able to pay back.” 

� “I have already dealt with the Insurance Organisation and their 

sales people – I don’t feel like I am being bulldozed to the edge.” 

Insurance Organisation members who also took out a home loan or 

credit card through the alliance were pleased with the offer: 

� “I was surprised – it was like a reward for loyalty.” 



67

� “It was going to help me with other benefits of the Insurance 

Organisation.” 

Interestingly, those members of the insurance organisation who did not 

participate in the offer were overwhelmingly concerned about the 

organisation entering the financial services market.   

� “I felt queasy – the insurance organisation is a local business doing 

something that is enormous.” 

� “I felt doubt – the insurance organisation is too inexperienced, there 

could be some loop holes they hadn’t sorted out.” 

� It feels risky to other members.” 

It appeared from the focus groups that the emotional value polarised the 

opinions of the participants based on their perception of the 

organisations involved. 

4.3.4 Social Differences 

Social value arises to the extent to which a product’s “image (is) 

congruent with the norms of … friends or associations or that conveys 

the social image they wish to project” (Sheth et al. 1991, p. 8).  In this 

section of the discussion, participants were asked to describe what a 

person with or without an alliance credit card or home loan would be like.  

As with emotional value, opinions were polarised based on the 

relationship participants had with the organisations involved. 
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Bank or Insurance Organisation Only Customers 

Customers of the Bank or Insurance Organisation without an alliance 

product were similar in their views of the type of people who would have 

an alliance credit card or home loan.  Their responses tended to be 

clustered around two main considerations (the relationship of the 

financial services product with the core product sold by the insurance 

organisation or the amount of value likely to emanate from the product). 

One of the main products sold by the insurance organisation is health 

insurance.  Many respondents said people with an alliance product 

would also have private health insurance or “were sick a lot.”  They also 

felt alliance product holders would be a member of the insurance 

organisation. 

The alliance product was not seen to be of high functional value by this 

group of people but was seen to be convenient, as evident by some of 

the descriptions given: 

� “People who haven’t shopped around properly – I’m sure there are 

much better deals than that, that’s very limited.” 

� “(Insurance organisation) members with blinkers on – they don’t 

shop around.” 

� “The sort of people who like having all their eggs in one basket – 

people looking for the convenience of it.” 
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� “Dad works all hours, mum looks after the kids, mum has a part 

time job, he has no time, she has no time.  He said you organise 

the home loan, she’s with (insurance organisation), everything’s 

with (insurance organisation) – its easy, I’ll go with (insurance 

organisation).” 

Alliance Product customers 

Respondents with an alliance product were, not unexpectedly, more 

positive in their descriptions of customers like themselves.  However, 

there were similarities in that they too focused on their relationship: 

� “They are security conscious – they have private health insurance, 

they’re not gambling with their health.” 

� “People that look after themselves.” 

� “Conservative and perhaps older given the established nature of 

the insurance organisation.” 

� “People who stick to brand loyalty – people who are loyal and 

middle class.” 

4.3.5 Conditional Differences

The value associated with a choice may depend on the situation as “a 

consumer driven by conditional value may alter his/her plan or typical 

pattern of choice because of the situation” (Sheth et al. 1991, p. 10).   
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The types of circumstances that would have an impact on a 

respondent’s typical choices were extreme in all three groups.   

For example, respondents in the Bank group suggested functional 

issues, such as the number of interest free days, interest rates, or 

changes to the loyalty programme.  The only circumstance that fell 

within the realm of conditional value related to the resale of their home: 

� “If I resold my house and was able to refinance so I would incur 

changeover costs anyway.” 

There were slightly more examples of circumstances with members of 

the insurance organisation or those who participated in the alliance in 

some way.  These examples related strongly to the core business of the 

insurance organisation (health insurance) and could be described as 

either changes to health or dramatic changes to their bank. 

Changes to Health Status 

A feature of the alliance product (which was described to participants) 

was the ability to get cash rebates that could be used to reduce out of 

pocket expenses should hospitalisation be required.   Respondents 

linked the circumstance of being ill to the benefits of the credit card or 

home loan: 

� “Unless you were some poor sickly person.” 

� “If I was expecting to get sick and wanted to minimise my medical 

costs.”
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Changes to their Bank

For the alliance product to be considered there was a need for a 

dramatic change in the circumstances of their bank, as evident by the 

following comments: 

� “If I heard rumours that the bank was going belly up.” 

� “If my bank went under and I visited (the insurance organisation) 

and they happened to ask me about it.” 

� “If I was a younger person who is refused by banks but can get it 

from (insurance organisation) because they are a member.” 

4.4 Conclusions

The purpose of the qualitative phase of the research was to determine 

which, if any, of the five factors included in Sheth, Newman and Gross’s 

(1991) consumption values model were affected by a strategic alliance.  

The focus groups were designed to discover if any of these factors were 

different for a product resulting from a strategic alliance, rather than a 

similar product offered as a standalone product.  The focus groups 

found: 

� There were few differences between the three groups on 

functional values – and any differences that were identified were 

easily replicated. 
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� Epistemic differences focused on product features (the 

uniqueness and relevance of the loyalty programmes).  In the 

Bank’s case this was described in terms of frequent flyer points.  In 

the case of the insurance organisation it was an ability to reduce 

the cost of medical gaps or medical insurance.

� There were some strong differences in emotional value, with 

members of the insurance organisation focusing on the risks 

associated with a new product line for their insurer (and the impact 

this might have on the products they had purchased).  This 

contrasted with the comments of members who purchased an 

alliance product who had strong positive emotions about the 

relationship they have with the organisation and the way in which 

the alliance product enhanced that relationship. 

� The social attribute highlighted the way in which people perceived 

themselves.  Those people who had an alliance product were more 

positive in their description of people like themselves than were 

those people who had not chosen to purchase financial services 

from the Insurance Organisation. 

� Conditional differences related primarily to personal 

circumstances, with the relationship between the respondent and 

the insurance organisation determining whether an extreme 

occurrence with either their bank or health status would affect their 

interest in the Insurance Organisation’s product range. 
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The focus groups suggested that, while PERVAL appears to be a 

useful tool through which to measure consumption value, some 

additional factors may need to be considered that ask about 

commitment and/or trustworthiness.  The quantitative study, 

therefore, included appropriate questions in these areas. 

A full list of the findings, including areas of similarity as well as 

differences, is provided in Appendix 2. 
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CHAPTER 5 

THE QUANTITATIVE PHASE 

THE SURVEY RESULTS 

5.1 Introduction 

As was discussed in Chapter 3, the PERVAL scale was used in the present 

study to determine “which consumption values drive purchase attitude and 

behaviour” (Sweeney and Soutar 2001, p. 203).  As was noted in the last 

Chapter, some focus groups were also held prior to the development of the 

questionnaire to see whether there were other factors that affected the 

particular product type that was of concern to the present context (high 

involvement financial services products) or the customer types that were 

included (i.e. the relationship respondents had with the Bank, the Insurance 

Organisation or the Alliance) that were not adequately covered by the PERVAL 

scale.   

This proved to be a useful exercise for two reasons.  Firstly few, if any, unique 

characteristics were found in the group of Insurance Organisation members 

who did not have any products with either the Alliance or the Bank, which 

suggested the further inclusion of this group of people was irrelevant to the 

study.  This, plus the fact that the study was designed to understand people 

who had purchased an alliance product or had a relationship with both 

organisations (but no alliance product) resulted in this group being excluded 

from the quantitative stage of the analysis. 



75

Secondly, the trustworthiness and commitment dimensions were identified 

through the focus groups.  Additional scales that had previously been used to 

measure these constructs (Johnson & Garbarino, 2001; Lassar, Mittal and 

Sharma, 1995) were added to the PERVAL questions in the quantitative phase 

of the study.  A complete questionnaire, with their relevant sources, is provided 

in Appendix 1.  Before looking at responses to these questions, however, a 

description of the background characteristics of sample members is provided in 

the following section. 

5.2 The Sample’s Characteristics 

As was mentioned in Chapter Three, 353 people provided information in the 

present study.  Of these, 45 percent were males and 55 percent were females 

and their ages ranged across the four categories shown in Table 5.1.  As can 

be seen from the Table, the median age was in the 45 to 64 age range.  

However, there were reasonable numbers of respondents in the other age 

groups with the exception of the youngest group, which included only ten 

respondents. 

Table 5.1: Distribution of Ages 

Age Group Number of 
Respondents

Percentage Cumulative 
Percentage 

18-24 yrs 10 3 3 

25-44 yrs 140 40 43 

45-64 yrs 152 43 86 

65+ yrs 51 14 100 

Total  353 100  
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Respondents were also asked about their family incomes and the results 

obtained are shown in Table 5.2.  As can be seen from the Table, incomes 

varied across the categories, with the median income being in the $41,000 to 

$60,000 range.  It would seem that the sample is relatively well off, which is not 

surprising as many were selected as they had private health insurance, which 

tends to be more common among the better off in the Australian community.   

Indeed, a bi-annual study of health insurance membership that was updated in 

2005 noted the average household income of Australians with private health 

insurance at that time was $70,000 (IPSOS, 2005) 

Table 5.2: Distribution of Family Income 

Income Group Number of 
Respondents

Valid 
Percentage 

Valid Cumulative 
Percentage

Less than $20,000 51 15 15 

$20,000 - $40,000 64 18 33 

$41,000 - $60,000 86 25 58 

$61,000 - $80,000 58 17 75 

$81,000 or over 84 25 100 

I would rather not say 10 - - 

Respondents were also asked about their household structure and the 

responses obtained are shown in Table 5.3.  As can be seen from the Table, 

respondents came from all of the groups included in the survey.  The largest 

group was couples living at home without children, which may reflect the age 

distribution and the size of the baby boomer group in Australian society. 



77

Table 5.3: Distribution of Household Structure 

Household Structure Number of 
Respondents 

Valid
Percentage 

Valid 
Cumulative 
Percentage

Single with either no 
children or no children 
living at home 

79 22 22 

Couple with either no 
children or no children 
living at home 

95 27 49 

Family with children living 
at home - where oldest 
child under 13 

87 25 74 

Family with children living 
at home - oldest child 13 
years or older 

92 26 100 

Total 353 100  

As a consequence of the sampling approach taken, the numbers in each of the 

relevant groups exceeded 50, which was seen as desirable to ensure that the 

analysis provided reasonable results as these numbers exceeded the minimum 

group size of 20 that has been recommended by Hair et al. (1998 p. 342) to 

ensure sufficient statistical power in the data analysis.  The resulting numbers 

of respondents in each group were shown in Table 3.2, but they are repeated in 

Table 5.4 for convenience. 
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Table 5.4: Numbers of Respondents in each Group 

Category Number of 
Respondents 

Bank Home Loan, No Insurance Organisation 51 

Insurance Organisation, no Bank Home Loan* 61 

Alliance Home Loan 60 

Bank Credit Card, No Insurance Organisation 56 

Insurance Organisation, No Bank Credit Card* 64 

Alliance Credit Card 61 

*    These groups were excluded from the study at this point as they weren’t 

directly related to the hypotheses being tested. 

5.3 The Value Items 

As was noted earlier, Sweeney and Soutar’s (2001) PERVAL scale was used to 

measure four of the value dimensions that were of interest, while the additional 

two dimensions that might influence people’s views of a financial service that 

were suggested by the focus groups (trustworthiness and commitment) were 

measured using short scales suggested by Lassar, Mittal and Sharma (1995) 

and Johnson and Garbarino (2001) respectively.   

In each case, the items were asked on a seven-point scale that ranged from 

strongly disagree (1) to strongly agree (7) and measured in such a way that 

higher scores implied a more positive (i.e. a more valuable) outcome.  As the 

scales had previously been used in a variety of circumstances, they were 

computed as suggested and their means, standard deviations and alpha 

reliabilities (Cronbach 1951) were determined in the present context.  The 
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results obtained for home loan responses (172 respondents) and credit card 

responses (181 respondents) are shown in Table 5.5 

Table 5.5:  Means, Standard Deviations and Alpha Reliabilities                   
(Value Dimensions) 

Value Dimension Number of 
Items 

Mean Standard 
Deviation

Alpha
Reliability 

Home Loans     

Functional Quality 5 5.09 1.20 0.84 

Emotional 4 5.00 1.33 0.73 

Functional Price 4 4.64 1.68 0.93 

Social 4 2.57 1.69 0.92 

Trustworthiness 3 4.40 1.67 0.87 

Commitment 4 4.26 1.65 0.85 

Credit Cards     

Functional Quality 5 5.16 1.13 0.85 

Emotional 4 4.81 1.31 0.75 

Functional Price 4 4.79 1.32 0.91 

Social 4 2.87 1.65 0.92 

Trustworthiness 3 4.29 1.57 0.85 

Commitment 4 4.08 1.57 0.84 

As can be seen from the Table, all of the scales had acceptable reliability, 

whether used for home loans or for credit cards, as all of their alpha coefficients 

exceeded 0.70 (Hair et al. 1998) and so the scales can be used with some 

confidence in the present financial services context.  Interestingly, the means 

and standard deviations were very similar whether credit cards or home loans 
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were assessed, suggesting that many financial services may be viewed in a 

similar way.   

As can also be seen from the Table, the standard deviations ranged from 1.13 

to 1.69 on the seven-point scale used, suggesting there was reasonable 

variation in people’s views of the financial services they were using.  Further, it 

is clear that respondents were generally positive about almost all of the value 

dimensions (e.g. functional quality and emotional value) as their mean scores 

exceeded five on the seven-point scale.  A series of t-tests, which ranged from 

3.07 to 27.47, suggested these positive items had means that were greater 

than 4, which is the mid-point of the scale.  On the other hand, social value did 

not provide a great deal of value as the means were 2.57 and 2.87 respectively, 

which t-tests suggested were significantly less than 4 (-6.80 for credit card 

respondents and -8.86 for home loan respondents) which may well be due to 

the nature of the financial services being considered in the present study. 

It was also felt it would be prudent to explore the value items in relation to 

membership of each group and these results are shown in Table 5.6.  Again, 

the means and standard deviations were similar irrespective of the type of 

product with the exception of functional quality and functional price for the 

Alliance Home Loan.  The high means (5.32 and 5.07 respectively) with low 

variances (0.83 and 0.90) suggest these value dimensions are important factors 

for the Alliance Home Loan. Similarly, the trustworthiness factor had a higher 

mean with the Alliance Credit Card group (5.16 compared to means ranging 

from 4.14 to 4.54) indicating this dimension may have some relevance with the 

Alliance Credit Card group. 
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Table 5.6:  Means and Standard Deviations by Group Membership 

Membership Value Dimension Mean Std Deviation 

Alliance Credit Card Functional Quality 

Emotional  

Functional Price 

Social 

Trustworthiness 

Commitment 

5.16

4.92

4.77

2.90

5.16

4.98

1.38

1.52

1.67

1.76

1.53

1.41

Alliance Home Loan Functional Quality 

Emotional  

Functional Price 

Social 

Trustworthiness 

Commitment 

5.32

4.97

5.07

2.48

4.54

4.34

0.83

1.08

0.90

1.45

1.40

1.40

Bank Credit Card Functional Quality 

Emotional  

Functional Price 

Social 

Trustworthiness 

Commitment 

5.07

5.11

4.69

2.64

4.21

3.99

1.18

1.22

1.61

1.84

1.60

1.71

Bank Home Loan Functional Quality 
Emotional  
Functional Price 
Social 
Trustworthiness 
Commitment 

5.09
4.71
4.57
3.11
4.14
4.16

1.28
1.35
1.38
1.58
1.55
1.61
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5.4 An Examination of Group Differences 

As was noted in Chapter One, the major purpose of the present study was to 

see whether an alliance between two service providers added perceived 

customer value to the products they offered jointly.  In order to examine this 

issue, each respondent was placed into one of the four groups associated with 

the Bank – being holders of the alliance home loan or credit card or a Bank 

branded home loan or credit card, as each of these groups suggested a 

different relationship between the respondent and the relevant financial service 

(i.e. a home loan or a credit card).  As group membership is nominally scaled 

(i.e. each group’s members have a different product), discriminant analysis is 

an appropriate way to examine such differences (Klecka, 1988) and the 

procedure was used in the present study. 

Table 5.7: Tests of Equality of Group Means 

 Wilks’ 
Lambda

F df1 df2 Sig. 

Functional  
Quality 

0.99 0.53 3 224 .663 

Emotional 0.99 0.84 3 224 .471 

Functional Price 0.98 1.26 3 224 .228 

Social 0.98 1.59 3 224 .193 

Trustworthiness 0.93 5.45 3 224 .001 

Commitment 0.94 4.74 3 224 .003 

Table 5.7 shows the univariate F statistics for each of the potential predictor 

variables which are equivalent to undertaking a series of one way ANOVAs for 

each of the predictor variables in turn.  As can be seen from the Table, the 

groups differed significantly only in terms of the trustworthiness and 
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commitment dimensions, suggesting that the value dimensions included in the 

study did not vary across the groups. 

The I squared statistic (Peterson and Mahajan, 1976) suggested the two 

estimated functions explained eighteen percent of the variation between the 

groups.  While this is a small percentage, which suggests the groups had 

relatively similar views about the value of their financial products, the 

differences were interesting and, consequently, are discussed further.   

The structural correlations, which show the correlation between the estimated 

discriminant scores on each of the estimated functions and the original 

variables (Soutar and McNeil, 1995), are shown in Table 5.8.  As can be seen 

from the Table, the first function was most related to commitment and 

trustworthiness, while the second function was related to the various PERVAL 

dimensions.   

Table 5.8: The Structural Correlations 

Value Dimension Function 1 Function 2 

Trustworthiness 
Commitment 

0.79 
0.52 

0.20 
-0.05 

Social 0.05 -0.58 

Functional Price 0.09 0.46 

Emotional -0.01 0.33 

Functional Quality 0.19 0.32 
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As there were only two significant discriminant functions, the structural 

correlations can be shown diagrammatically as in Figure 5.1. In this case, the 

direction of the vectors shows the nature of the relationship, while the length of 

the vector shows the strength of the relationship (Soutar and Clarke, 1981)  As 

can be seen from the Figure, the horizontal function (discriminant function 1) 

can be termed attachment, while the vertical function (discriminant function 2) 

can be termed objective value. 

Trustworthiness

Commitment

Social

Functional Price

Emotional Functional Quality

Alliance credit card *    

Alliance home loan *   

Bank home loan *  

Bank credit card *   
Attachment 

Objective 
Value 

Figure 5.1: Discriminant Map of the Four Products 

The four groups (i.e. the people who hold the various products) can also be 

placed into the same space by using the centroids obtained from the 

discriminant analysis (Soutar and Clarke, 1981), which show the relationship 

between the four groups and between the groups and the various explanatory 

variables (in this case, the various value dimensions).  It is clear from the Figure 
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that the Alliance Credit Card is most closely associated with trustworthiness 

and commitment.  This is clearly different from the values associated with the 

Bank credit card, suggesting alliance group members see the service provider 

(the Alliance in their case) as more trustworthy and are more committed to their 

relationship with the provider than are the group members who only have a 

relationship with the Bank. It seems the Insurance Organisation may be the 

more important Alliance member in the present context, despite the products 

being banking, rather than insurance, products. 

The Alliance Home Loan is most closely associated with emotional value and is 

closer to objective functional values, such as quality and value for money, than 

the Bank home loan, which is closer to the social value attribute.  This suggests 

the Bank is contributing to the Insurance Company on the home loan in terms 

of product expertise (product quality and price), while attachment to the Alliance 

is more emotional for a higher risk purchase, such as a home loan, than for a 

credit card. 

Interestingly, the Bank Home Loan is most closely associated with social value.  

While it is difficult to determine the reason for this association, it could be the 

Bank’s brand is more ‘socially acceptable’ for a large, high risk purchase, such 

as a home loan, than is the Insurance Company’s brand. 

A further analysis was undertaken in which the 125 people who did not hold a 

Bank-related product were included as a separate group.  It is somewhat 

difficult to assess the implications of this group as they were asked about the 

value perceptions of their primary credit card, which meant there were many 

brands. The analysis again revealed the same two dimensions (attachment and 
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objective value).  Perhaps not surprisingly, the fifth group's objective value 

perceptions were close to the centroid value (0.008), as it reflected a range of 

credit cards.  Interestingly, the fifth group was the least attached to their 

financial service provider, while the alliance credit card holders were most 

attached.  A t-test (6.10) confirmed that this was a significant difference.  As the 

only difference between these groups is the alliance with the private health 

insurance organisation, it seems that organisation does affect the attachment 

customers have to their financial service provider. 

5.5 Conclusions 

The purpose of the quantitative phase was to test the findings of the focus 

groups by seeing whether there was any difference in the consumption values 

associated with the products issued by the alliance.  The analysis suggested: 

� There was a difference in the way holders of Alliance products felt 

about the Insurance Organisation of which they were members, in 

particular as it related to the attribute of trustworthiness and their 

commitment to the organisation.  This was most clearly seen by 

holders of the alliance credit card. 

� Holders of the Alliance home loan were more concerned about the 

functional value of the product than purchasers of the Bank’s home 

loan, suggesting that the decision making process differed for a 

product with a greater risk or importance than a credit card. 

Based on these findings, it seems the Bank benefited from the alliance as the 

Insurance Organisation brought a committed customer base that had trust in 
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the organisation, which was transferred to the relevant Alliance product, in 

particular to the Alliance credit card.   It seems the Bank added something to 

the Alliance home loan due to the importance of functional value in this context. 
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CHAPTER 6 

THE ACTUAL EXPERIENCE 

6.1 Introduction 

Since this research began the alliance between the Bank and the Insurance 

Organisation was disbanded and the Insurance Organisation has embarked on 

a new alliance under a different structure and with a new partner.  While the 

observations made in this Chapter regarding the experience of the Insurance 

Organisation are practical and not theoretical in nature, they should be useful to 

other researchers wishing to explore strategic alliances as a topic of interest 

and therefore are worthy of inclusion in the thesis.  Segil’s (1999) Ten Keys to 

Success Partnering provided a useful framework for this discussion and it is 

these “keys” that are used to describe the experiences of the Alliance. 

6.2 “Common Culture is a key to Alliance Success” 

The Insurance Group’s culture was the motivation for the expansion of its 

product range.  An organisation based on “mutual principles”, the Insurance 

Organisation has no shareholders and was formed in 1941 to provide health 

insurance to the Western Australian community.  Over its history the Insurance 

Organisation has built and cultivated a brand synonymous with care, 

compassion and ‘doing the right thing by members.’   
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The Executive of the Insurance Organisation wished to expand its product 

range to protect itself and its membership from the sovereign risk associated 

with the private health insurance policies of the Australian political parties.  

Through research it identified that not only did the Insurance Organisation 

members have a poor impression of the Banks with which they chose to do 

business, they would embrace an opportunity to purchase banking products 

from an organisation with the Insurance Organisation’s values and, in fact, from 

the Insurance Organisation itself. 

This was an attractive proposition for the Insurance Organisation as health care 

costs are rising at almost twice the rate of inflation and it was eager to find new 

income streams to help offset those costs, thereby enabling health insurance 

premiums to be lower than would otherwise be required. Segil (1999) 

highlighted the importance of a common culture and the challenge for the 

Alliance was building its own culture while working within the framework of each 

organisation. 

The alliance was formed due to the strength of relationship of the Bank and the 

Insurance Organisation.  The Bank was the Insurance Organisation’s banker 

and, therefore, there was a vested interest for the Bank to keep the Insurance 

Organisation happy. The Bank and the Insurance Organisation were also 

leaders in their market.  The Bank held approximately 25% of the Western 

Australian home loan market (anecdotal), while more than 50% of the Western 

Australian population were insured by the Insurance Organisation. 
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The culture of each organisation was not considered when the Insurance 

Organisation chose the Bank as its partner despite the importance of values 

and culture as evidenced by the work of Fock, Woo and Hui (2005) in the area 

of credit card affinity programmes and Ackerman (1994) in discussing the 

context of values of a determinant of a joint venture’s brand identity.  This 

proved to be a shortcoming in the due diligence programme as the 

implementation team constantly came across challenges relating to motivation, 

language and process that made it difficult to forge a strong partnership, other 

than one based on the passion and goodwill of the individuals on the team. 

6.3  “Tiering helps organise large volumes of alliances” 

When Segil wrote of tiering she was referring to a organisation structuring its 

alliances according to their value to the organisation.  From the Insurance 

Organisation’s point of view, the alliance was its first and it chose to build on the 

relationship over time by adding products one by one as the success of the 

previous product was proven.  This was to protect its reputation should the 

alliance fail.   

Tiering took place in that the Alliance chose the product with the greatest 

financial return for the Bank and the greatest financial benefit for the Insurance 

Organisation’s members as its launch product (the home loan).  It was only 

when the product appeared to be successful and trust was built between the 

Bank and Insurance Organisation that the Alliance began planning for the 

release of the Alliance credit card. 
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6.4 “The ability to create and adhere to an alliance process forges 
stronger relationships” 

The structure of the alliance meant that the Insurance Organisation was 

responsible for marketing and referrals.  The product was promoted under the 

Insurance Organisation’s name to its members on a co-branding basis.  In other 

words, members interested in the product understood that the products were 

underwritten by the Bank, with all product fulfilment the responsibility of the 

Bank. 

Because the Insurance Organisation was branding the alliance product with its 

name, reputational risk was identified as critical, a factor supported by the 

research undertaken by Dollinger, Golden and Saxton (1997).  To mitigate this 

risk the contract clearly defined the responsibilities of each party in the 

relationship.   

This meant the processes had to be clearly defined, with each partner 

contributing to the process based on its strengths and expertise.  This proved 

challenging to the Insurance Organisation as it has an extremely high service 

ethic, to the point of helping a member through all stages of a transaction. 

While the Bank stated a similar service ethic, its processes and systems were 

not as advanced as those of the Insurance Organisation.  The Insurance 

Organisation relied on the Bank to provide the details of the products to the 

Insurance Company’s members (the Insurance organisation staff did not have 

the necessary training to be authorised to sell and were operating under the 

Bank’s licence) and to fulfil, or complete, the transaction.  The alliance 
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endeavoured to put strategies in place to assist members through the 

transaction and to have escalation processes in place for difficult situations.   

Despite these attempts (and all the good intentions) the antiquated nature of 

the systems made it difficult for the Bank to respond to suggestions that would 

have improved the process and the product.  The Insurance Company 

executive later learned a key purpose of the alliance from the Bank’s perpective 

was to provide an impetus to changing its systems.  New learning, system 

improvement or access to new technology is a key rationale for many strategic 

alliances. (Doz (1996), Forrest (1990) and Hagedoorn (1993)). 

6.5 “Open communication builds healthy alliance partnerships”  

The alliance’s greatest strength was the relationship between the two 

organisations at the highest level.  As mentioned previously, the Insurance 

Organisation was one of the Bank’s most important customers, a relationship 

the Bank wanted to keep due to the financial return it received from the 

relationship.   

The Alliance itself was forged by the CEO’s of each organisation both of whom 

gave their public support to the alliance and both of whom not only received 

regular reports of the progress of the alliance but also attended quarterly review 

meetings.  Both organisations appointed key executives (a General Manager, 

Member Services for the Insurance Company and a Head of Retail Banking for 

the Bank) to the alliance and a relationship model was created in which the key 

executive was an escalation mediation point for problems encountered by the 

implementation team.   
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As stated previously, the success of the alliance was due to the personal 

relationships formed, particularly by the two key executives and the two CEOs. 

This is consistent with research undertaken by Lamb, Spekman and Hunt (2002 

p. 142) who argue that 

“relational factors (eg trust and commitment) and non-relational 

resources (eg complementary and idiosyncratic) contribute to alliance 

success.”  

6.6  “Monitoring customer responses and service complaints helps 
ensure a successful alliance”  

The Bank was concerned that a majority of people who purchased the products 

were already customers of the Bank, which was a logical outcome.  Customers 

of the Insurance Organisation already with the Bank were confident that the 

Bank could deliver a high quality product and the alliance meant they could 

have this quality, but with an added advantage of a lower interest rate and 

loyalty bonus points that were linked back to the Insurance Organisation’s 

products.   

From the Bank’s point of view this was not an attractive proposition as it meant 

that they not only had the cost of reviewing and approving the home loans or 

credit cards, but they also received a lower margin due to the alliance contract.  

The legal structure of the alliance did not permit a sharing of customer data.  

Had this been possible the insurance Organisation would have been able to 

target non-Bank customers with the offer, thereby reducing the risk of 

cannibalisation of the Bank’s existing market. 
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The Insurance Organisation was concerned with the way in which the Bank 

provided assistance to the Insurance Organisation’s members.  Customer 

feedback data were collected by the Insurance Organisation and discussed with 

the Bank but, as mentioned previously, the Bank’s systems made it difficult for 

them to respond to the issues of concern. 

6.7  “Managing the collaboration competition dilemma is vital to alliance 
success”  

At the time of entering into the alliance for the home loan market (the first 

product launched as a result of the alliance) interest rates were relatively high, 

with few brokers or mortgage originators operating.  There was little discounting 

and, therefore, a relatively low turnover or ‘churn’ of mortgages.   

This meant that the offer provided to the Insurance Organisation’s members 

was extremely good value for money.  For a small application fee ($600, which 

was very competitive at the time) members taking out an alliance home loan 

received a discounted rate of 80 basis points (or 0.8%) plus 20 points (0.2%) 

held in an account for the member to use for purchasing any of the Insurance 

Organisation’s products or to reduce out of pocket expenses and excesses 

relating to those products – effectively a savings of one percentage point off the 

interest rate. The rate was subject to change but was so attractive that 

approximately 1000 members purchased the product in the first year with little 

marketing exposure.  This was considered to be a significant home loan 

portfolio for a start up product in the Western Australian market. 

However, the competitive environment changed dramatically after the first year.  

Mortgage originators, such as Aussie Home Loans, found a new way to fund 
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mortgages and, as a result, were able to offer significantly lower rates to 

customers.  The Banks responded to this change in the market by matching the 

rates of Aussie Home Loans and others.   

The alliance arrangement allowed the Bank to reduce the differential in basis 

points to the point where there was no discounted rate for members.  The 20 

basis points “loyalty scheme” became the only price difference, which was not 

sufficient to encourage new customers to take out the product. 

Due to the pressures the Bank executive had in competing against 

organisations such as Aussie Home Loans with its own customer base, it was 

extremely difficult for the Insurance Organisation to become a high enough 

priority to the Bank for it to deliver the product proposition and, therefore, keep 

the product alive.  The alliance therefore floundered and, after a period of time, 

ceased.

6.8 “Linking alliance mergers and their rewards to alliance success 
proves beneficial” 

It is not part of the Insurance Organisation’s culture to remunerate its 

employees based on performance in sales or on any other criteria.  This is in 

keeping with the organisation’s mutual values that manifest themselves in 

salespeople who only recommend a product if they feel it is in the member’s 

best interests.  The Bank’s Management Team remuneration structure is 

unknown by the researcher. However, based on the Insurance Organisation’s 

experience, it is unlikely their remuneration was linked to the performance of 

the alliance.  Perhaps this would have assisted in the success of the alliance, 

particularly when the market changed, as there would have been a greater 
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incentive for the Bank’s team to restructure the features of the alliance home 

loan when the competitive environment changed. 

Certainly the margins the Bank was operating under for the alliance products 

relative to other products they had in their portfolio was never discussed and 

was, therefore, not understood by the Insurance Organisation.  The ‘upside’ 

and ‘downside’ for each party was potentially unequal.   

Had the structure of the alliance allowed both parties to have as much to lose 

and gain as the other party with remuneration linked to the achievement of 

those shared objectives, the priority of the Alliance may have been higher and 

its chance of success greater. 

6.9  “There must be flexibility throughout the alliance relationship” 

The Alliance was driven by relationships; both those assigned to the project and 

the respective CEOs of the two organisations.  That isn’t to say that there 

weren’t financial goals and other KPIs, just that the strength of the relationship 

was its collaborative approach, bearing in mind, the respective organisation’s 

ability to deliver significant changes to the systems and processes that drove 

each organisation.  The creation of the member proposition was an example of 

the “win-win” approach taken.   

Bleeke and Ernst (1991 p.127) found  

“….the hallmark of successful alliances that endure and their ability to 

evolve beyond initial expectations of objectives.  This requires autonomy 

and flexibility on the part of the parents.”  
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This flexibility was evident in the way in which the products released by the 

alliance were developed, utilising the particular experience of each partner. 

For example, the Insurance Organisation believed its success would come from 

linking the finance products to the primary product sold by the organisation; 

namely health insurance.  The Bank determined a value for the part of the 

process that would be undertaken by the Insurance Organisation (being 

marketing and the identification of referrals) and provided this to the Insurance 

Organisation in the form of a commission, part of which the Insurance 

Organisation rebated to the members who purchased the product in the form of 

‘Member Saver’ dollars that could be used to reduce out of pocket expenses or 

to pay premiums.   

Because of the collaboration between the organisations and the understanding 

that came from this approach the Bank saw the benefit of the rebate and 

invested in systems that would enable the Insurance Organisation to identify 

both the members with the products and the Member Saver dollar rebate they 

earned each month.  

However, as indicated previously, the fact that there wasn’t shared risk and, 

therefore, shared ownership meant flexibility was only possible where the 

relationships acted as the enabler. 

6.10 “Individual personalities must be prevented from affecting the 
alliance relationship”  

As mentioned previously a key part of the alliance process was the creation of 

relationship managers who were the escalation point and “alliance problem 

solvers” for their organisations.  This process was a critical success factor as 
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the pressure of implementing the alliance identified areas of differences.  This, 

coupled with the regular review meetings with the CEO’s and other 

stakeholders, helped ensure personalities did not interfere with the goals of the 

alliance. 

6.11 “Continuous measuring, monitoring and reviewing throughout the 
life of the alliance are essential” 

Heide and Miner (1992 p 265), in their study of co-operative relationships found  

 “performance ambiguity will decrease such chances [of success]”. 

Perhaps the greatest weakness of the alliance was that there were no common 

goals other than the number of sales.  The Bank’s motivation was twofold – to 

stop a competitor from entering into an alliance with the Insurance Organisation 

and to design and test new processes that could be used under its own brand 

in new markets.   

The Insurance Organisation’s motivation was to ‘stretch’ its brand to a broader 

product set and provide add value to members, thereby increasing member 

loyalty through the creation of a broader relationship.  These goals are not 

necessarily mutually exclusive, but nor are they common or were they 

adequately understood by the alliance.  Having clearly articulated, measurable 

goals may have resulted in the alliance still being in force today. 
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6.12 Conclusions 

As was mentioned at the beginning of this chapter, the Insurance Organisation 

has since commenced an alliance under a different structure and with a new 

partner with the learning’s of the previous experience being utilised in the 

formation of the new relationship.  Perhaps the most significant difference is 

that the Insurance Organisation now employs its own financial consultants to 

‘sell and fulfil’, thereby ensuring that the customer experience for the financial 

services products is consistent with the experience customers have with the 

organisation as a whole and with the other products they purchase from the 

Insurance organisation. While the new alliance is in its infancy, the information 

gleaned from the present study was particularly useful in suggesting the 

Insurance Organisation’s approach to its new venture. 
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CHAPTER 7 

CONCLUSIONS AND IMPLICATIONS 

7.1 Introduction 

Strategic alliances are becoming more popular as organisations attempt to 

improve their competitive position and financial results.  However, more 

understanding is needed to reduce the risks associated with the currently high 

failure rate (Segil 2004, p. 31).  While a great deal of research has been 

undertaken to gain an understanding of the benefits associated with alliances, 

the pitfalls of forming alliances and the success of such alliances, little “alliance 

research” has taken a consumer perspective.  Assuming customer loyalty is a 

key driver, the more we understand about consumer motivations, the more 

likely such alliances are undertaken in a sensible way.   

The present study was undertaken to determine whether an alliance product 

had greater value to a consumer than a similar non-alliance product.  A two 

phase study was undertaken that used the approach suggested by Sheth et al. 

(1991) as an initial qualitative phase was used to examine value in the specific 

financial service context, after which data were collected and analysed 

quantitatively.   The qualitative phase suggested that Sweeney and Soutar’s 

(2001) PERVAL scale was appropriate, but that trustworthiness and 

commitment were also important and these two constructs were therefore 

added to the present study that examined an alliance between two major 

Western Australian organisations that had large market shares in their 

respective markets. 
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7.2 Hypotheses

The study used the customer bases of a well-known Western Australian Bank 

and Insurance Organisation to test two hypotheses; namely: 

H1: A product purchased from an alliance will have a different perceived 

value than a similar product purchased from an unallied organisation. 

The initial focus groups suggested there were some differences, but not in the 

factors included in the PERVAL scale.  The real differences appeared to lie in 

the area of relationships – being the trust customers had in their service 

provider or the commitment they, as customers, had to their service provider. 

The subsequent quantitative analysis suggested some differences in the 

perception, but again, those differences were not in the area of perceived value 

of products but in relationships.  Therefore this hypothesis was rejected. 

H2: If H1 is true, the importance of the value dimensions differ for purchases 

made from the alliance. 

A more detailed analysis of the data indicated that there was no difference in 

terms of the value dimensions tested using the PERVAL scale.  A Wilks 

Lambda test of equal of group measures did, however, indicate significant 

differences between the group on the constructs of trustworthiness (.001) and 

commitment (.003) which, while not value constructs, indicate they do have a 

role to play in the attractiveness of an offering to consumer, at least in the 

context of this study.  While this information is useful, it does not support the 

hypothesis and H2 was also rejected. 
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7.3 Conclusions about research problem and implications for theory, 
policy and practice. 

The present study was undertaken to examine the impact a strategic alliance 

had on the perceived value of the product or service purchased by the 

customer.  The results obtained suggested that there were some differences, at 

least in the present context, however such differences were small.  Customers 

seemed to differentiate products on the basis of their belief about the alliance 

partners’ reputation, rather than on the basis of the products’ functional 

aspects.  Comments such as “you are with people who care, like you’re at 

home” and “the Insurance Organisation won’t do anything detrimental like put 

you under pressure or let you commit to a loan that you won’t be able to pay 

back” indicated a strong sense of belonging and trust between the Insurance 

Organisation and its customers which impacted on their value perceptions.   

As was mentioned previously, most of the research on strategic alliances has 

been based around corporate benefits, such as access to new markets, new 

technologies or economies of scale.  Yet the failure of strategic alliances is still 

the norm.  Perhaps this study suggests there is more to be considered.  From a 

research perspective, the customer implications of an alliance appear to be 

almost unexplored.  From a policy and practice point of view, organisations 

need to pay more attention to issues such as branding, customer experience 

and communications when embarking on alliances, rather than focusing on 

business to business or financial benefits. 



103

7.4 Limitations and Further Research

While the sample size and approach used were reasonable, there were some 

potentially significant limitations that may have affected the study’s applicability 

in other situations.  Both the Bank and Insurance Organisation are iconic 

brands in Western Australia with extremely high brand awareness and both 

organisations touch a significant proportion of the Western Australian 

population. Consequently, most West Australians have an opinion about each 

organisation’s values, service and products.  Given the nature of the study (i.e. 

trying to understand differences in value dimensions) this prior knowledge, 

opinion or interaction about the alliance partners may have had an influence on 

the results. 

Further, the Insurance Organisation is a mutual organisation without 

shareholders and, while this message was not communicated as widely at the 

time of the study as it is today, the behaviour of the staff and the rules and 

policies of the organisation are based on the values of a mutual, which may 

also reduce the applicability of the findings to other organisations.  The study 

did not examine reasons why members of the Insurance company did not 

purchase the alliance products, although it is recognised that including this 

aspect of their behaviour in the study may have provided additional insights.   

Finally, the study was undertaken in financial services and, more specifically, a 

banking context.  Whether similar results would have been obtained in other 

contexts is not known and further research is needed to explore this issue. 
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7.5  Conclusions

The present study was a small beginning step in exploring the customer 

implications of a strategic alliance and suggests a number of future research 

topics, including applicability to other product types, organisation structures and 

consideration or investigation of other values.  While the study suggested trust 

and commitment are important considerations on the success of an alliance 

from a branding perspective, it also provided some insights into exploring those 

factors that are relevant to a strategic alliance from a customer perspective. 

Given the many strategic alliances that are undertaken and the failure of many 

of them, it is in area that, if better understood, could save organisations (and 

their customers) significant sums of money through an increase in the success 

rate of such alliances. 

A greater understanding of the impacts on customers of alliances formed for 

business reasons may contribute significantly to that success rate. 
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Appendix One 

QUANTITATIVE QUESTIONS 

To what extent do you agree or disagree with the following statements, using a 
seven point scale where 1 = strongly disagree and 7 = strongly agree.

NB. “Home loan” or “credit card” should be inserted 
in the space Depending on the group being 
surveyed 

Strongly 
disagree 

 Strongly
agree

Q2 My ________ has been of consistent quality 1 2 3 4 5 6 7 

Q3 My ________ has well structured product 
features

1 2 3 4 5 6 7 

Q4 My ________ has an acceptable standard of 
quality 

1 2 3 4 5 6 7 

Q5 My ________ has some good features 1 2 3 4 5 6 7 

Q6 My ________ rarely causes me problems 1 2 3 4 5 6 7 

Q7 I am happy to keep my ________ 1 2 3 4 5 6 7 

Q8 I am relaxed about my ________ 1 2 3 4 5 6 7 

Q9 My ________ makes me feel good 1 2 3 4 5 6 7 

Q10 My ________ makes me feel secure 1 2 3 4 5 6 7 

Q11 My ________ is reasonably priced 1 2 3 4 5 6 7 

Q12 My ________ offers value for money 1 2 3 4 5 6 7 

Q13 My ________ is a good product for the price 1 2 3 4 5 6 7 

Q14 My ________ is economical 1 2 3 4 5 6 7 

Q15 My ________ helps me to feel acceptable 1 2 3 4 5 6 7 

Q16 My ________ improves the way I am 
perceived

1 2 3 4 5 6 7 

Q17 My ________ helps me to make a good 
impression on other people 

1 2 3 4 5 6 7 

Q18 My ________ gives me social approval 1 2 3 4 5 6 7 

Q19 I consider the organisation and the people 
who stand behind this ________ to be very 
trustworthy

1 2 3 4 5 6 7 

Q20 This organisation seems to care about its 
customers 

1 2 3 4 5 6 7 

Q21 This organisation does not take advantage of 
its customers 

1 2 3 4 5 6 7 

Q22 I am proud to be a customer of this 
organisation 

1 2 3 4 5 6 7 

Q23 I feel a sense of belonging with this 
organisation 

1 2 3 4 5 6 7 

Q24 I care about the long term success of this 
organisation 

1 2 3 4 5 6 7 

Q25 I am a loyal customer of this organisation 1 2 3 4 5 6 7 
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Sources: 

Questions 2 – 18

Sweeney, J. C. and Soutar G. N. (2001) “Consumer Perceived Value: the 

development of a multiple item scale Journal of Retailing Vol 77 (12) p203 

Questions 19 – 21

Lasser, W., Mittal, B. and Sharma, A. (1995) “Measuring customer-based brand 

equity Journal of Consumer Marketing Vol 12 No. 4 pp 11-19 

Questions 22 – 25

Johnson, Mark S and Garbarino, Ellen 2001 “Customers of performing arts 

organisations: Are subscribers different from nonsubscribers?” International 

Journal of Nonprofit and Voluntary Sector Marketing Volume 6 Number 1 pp 61-

77
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Appendix Two 
Qualitative Findings 

FOCUS GROUP COMPARISONS 

Functional differences (unique) 

Bank only Insurance Organisation only Alliance 
One card for credit and cheque 
account 

 Lower fees 

Can pay over the internet/phone  More likely to get approval as 
has insurance with Insurance 
Organisation 

People with Bank home loan 
don’t have a choice 

 Cheaper than Bank / lower 
interest rate 

Can make extra payments  No application / lower application 
fee 

Offset accounts  Get money back through rebates 

Epistemic differences (unique) 

Bank only Insurance Organisation only Alliance 
Reward program / frequent 

flyer 
 Bonus points received when 

swapping over 
No fees (when I first got it)  Bonus points / rewards / credits 

that go towards paying gap bills 
Community bank underwritten 

by the Government 
 Provides a financial advantage 

not a prize or a present 
Bank that supports the 

community 
 Helps me with my other benefits 

with Insurance Organisation 
Bank has a novelty type home 
loan and it was probably good 

until Ansett crashed.  You 
received a certain amount of 
frequent flyer points for the 
value of your loan – as a 

strange feature of a loan it was 
actually quite attractive to me 

 Discounts at certain places – 
through the quarterly newsletter 

  West Australian organisations 
  Double security of Insurance 

Organisation backing Bank 
  Helps reduce your health 

insurance 
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Emotional differences (unique) 

Bank only Insurance Organisation 
only 

Alliance

Limit too high / give you more 
than you can afford 

Don’t want another organisation 
pushing me to take out a credit 
card 

Haven’t seen any bonus points / 
statements / rewards 

Relieved – that we could get a 
better deal (than what we were 
on) (Home Loan) 

Overwhelmed – too much 
information to read 

Security – because it was 
through Insurance Organisation 
like double security.  You have 
Insurance Organisation backing 
Bank 

Bewildered – there was a lot of 
competition so there were all 
these special deals coming on 

Queasy – Insurance 
Organisation is a local business 
doing something that is 
enormous 

Comfort – have already dealt 
with Insurance Organisation and 
their sales people – don’t feel 
like being bulldozed to the edge 

Security – Bank is not going to 
go anywhere or fold 

Doubt – Insurance Organisation 
too inexperienced – could be 
some loopholes they hadn’t 
sorted out.  Maybe they couldn’t 
carry all the people (Home 
Loan) 

Secure – you are with people 
who care, like you’re at home 

 Concerned – as to why they did 
it.  Has to be underwritten.  
Insurance Organisation profits 
are supposed to be put back 
into the organisation not used to 
finance things like home loans  
(Home Loan) 

Secure – Insurance 
Organisation won’t do anything 
detrimental – like put you under 
pressure or let you commit to a 
loan that you won’t be able to 
pay back 

 Risky – to other members 
(Home Loan) 

Fiercely protective – Insurance 
Organisation is wonderful so 
that’s what triggered me straight 
away 

 Concern – got the impression 
that people were confused as to 
what you can do and what you 
can’t do 

Happy / elation – was going to 
help me with other benefits with 
Insurance Organisation 

  Tender – people appreciate the 
(subject in ad campaign) 

  Pleased – really simple to 
change over (Home Loan) 

  Surprised – like a reward for 
loyalty 

  Confident – Insurance 
Organisation and Bank together 
are pretty solid partners.  
Confident it would last 

   
Relief – already with Bank  
therefore didn’t have to change 
banking which would have been 
a real hassle and frustrating 
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Social differences – People with credit cards (alliance group) are: 

Bank only Insurance Organisation only Alliance 
Silly Joe average/middle of the road 

person/its just the norm now 
Families – because they have 

lot of medical expenses 
Have an income Live their life in debt Old people with lots of medical 

problems 
Travellers Live on the edge Professional people because 

they always look out for 
bargains/bargain hunters/people 

looking for something that is 
better than everything else 

Business people They go about using money 
knowing they will never pay it off

People always keeping an eye 
out for the latest ‘thing’, latest 

innovations 
Christmas shoppers Start with the right intentions but 

then get in trouble 
Average person 

  Anyone on a restricted income 
  Insurance Organisation 

members/health insurance 
members 

  Women/mothers 

Social differences – People less likely to have a credit card (alliance 
group) are: 

Bank Only Insurance Organisation Only Alliance 
Pensioners and older 

people 
People who don’t want to get into 
debt

Men – more likely to go for a 
prestigious card rather than one 
that gives benefits/business men 
who like flashy cards 

The super rich Unemployed person Men – promoted through HBF 
which is a family thing – managed 
by women – single men probably 
don’t even know what HBF is 

Students/children Students/children People not concerned about the 
ongoing interest rate or the low 
annual fee – people who aren’t 
worried about finances 

Technophobes  People who don’t have a tender 
side to appreciate the teddy bear 
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Social differences – People with an Insurance Organisation home loan are: 
Bank only Insurance Organisation only Alliance 
Insurance 

Organisation 
customers 

Insurance Organisation members Good looking 

People who haven’t 
shopped around 

properly – I’m sure 
there are much 

better deals than 
that, that’s very 

limited 

Insurance Organisation members 
with blinkers on – they don’t shop 

around 

Security conscious – they have 
Private Health Insurance, they’re 

not gambling with their health 

Have private health 
insurance 

Dad works all hours, mum looks 
after the kids, mum has part time 
job, he has no time, and she has 
no time.  He said you organise 

the home loan, she’s with 
Insurance Organisation, 

everything’s with Insurance 
Organisation – its easy I’ll go 
with Insurance Organisation 

Look after themselves 

Family people Maybe the upper class Insurance Organisation member 
(possibly a health member) 

People who get sick 
a lot 

Middle class Families – because families are 
more likely to have Insurance 

Organisation 
Sort of people whom 
like having all their 
eggs in one basket 
– people looking for 
the convenience of 
it.  You get one bill 

per year with 
everything on it and 
one phone number 

to call 

 Boring, not risk takers 

  Conservative and perhaps older 
given the established nature of 

Insurance Organisation 
  Could be a risk taker – you want to 

make sure you have insurance 
  People who stick to brand loyalty – 

people who are loyal and middle 
class 

  Cautious people 
  Long term planners 
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Social differences – People who are unlikely to have an Insurance 
Organisation home loan

Bank only Insurance Organisation only Alliance 
No Private Health 

Insurance with Bank 
Families – need for a more 
secure provider, may be too 

much for Insurance Organisation 

Students/retirees 

Bank employees Low income earners, can’t afford 
PHI and therefore can’t get this 

loan 

Rich singles – unlikely to be worried 
about health costs 

  Carefree – the sort of people who think 
that it won’t happen to them 

  People who live for today and don’t 
look ahead 

  People new to Western Australia – 
because they don’t know Insurance 

Organisation 
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Conditional differences 

What would encourage you to take out an Alliance Credit Card or Home Loan 
(or why did you take it out if you have one)? 

Bank only Insurance Organisation only Alliance 
More free days If it were a reasonable saving Younger person who is refused 

by banks but can get it from 
Insurance Organisation 

because they are a member 
Lower interest rate If someone could guarantee that 

my life would change in some 
positive way 

Married – convenience of 
having a shared account 

Qantas frequent flyer 
points 

Nothing If bank folded 

If they brought out a 
brochure with all their 
benefits and you could 

compare easily 

If an Insurance Organisation 
branch was located near you 
and that was more convenient 

than going to the bank 

If bank moved 

If (other Insurance 
Organisation) fell over 

If my bank went under and I 
visited Insurance Organisation 
and if they happened to ask me 

about it 

If I became an Insurance 
Organisation employee 

If I resold my house and 
was able to refinance so 
would incur changeover 

costs anyway 

Drop the interest rate/increase 
number of free days/guarantee 

lower interest rate 

If I heard rumours the 
bank was going belly up 

Ansett being grounded/losing 
frequent flyer points (current 

card losing its value) 
Service is critical Multiplication factor for having 

the credit card as well as the 
home loan  

 Just taken out Private Health 
Insurance 

If I knew I was not going 
overseas then would be happier 
with Mastercard instead of Visa 

 If I was expecting to get sick 
and wanted to minimise my 

medical costs 
If I was younger and didn’t 

already have an established 
credit card 

If they made it more attractive 
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Conditional differences 

Why wouldn’t you take out an Alliance Credit Card or Home Loan (or why did 
you drop it out if you had one)? 

Bank only Insurance Organisation only Alliance 
Insurance Organisation 

has a long way to go 
before they are 

competitive whereas Bank 
is pretty experienced 

Insurance Organisation is too 
small.  Not going to put all my 
money into it.  Who are they 

owned by? 

If the bonus is removed 

Unless you were some 
poor sickly person or 

something it is no great 
advantage 

It’s wrong.  You do banking 
business with a bank 

Better offer on another card 

The only reason I’ve got 
my Credit Card is the 
frequent flyer points – 

otherwise I would have just 
gone through Bank 

Not comfortable – don’t want to 
go to an Insurance 

Organisation to sort out my 
finance, it’s an unrelated 

business….it seems out of 
character 

Paid/win a large sum of money/no 
longer any need for a card 

Only $200 a year – its not 
really that much…it 

doesn’t register on my 
scale of attractive benefits 

It’s suspicious – it’s not the 
normal thing that people do, 

we’re not used to it, we’re not 
comfortable 

If Insurance Organisation decided 
to go with another bank that I did 

not like 

If I would have to do all my 
insurance through 

Insurance Organisation to 
have the benefit I wouldn’t 

bother 

Savings aren’t big enough If they put their health insurance 
premiums up higher than other 

health funds 

Don’t want to be locked in 
to having your insurance 

with Insurance 
Organisation 

Don’t want to be locked in – if 
you want to leave Insurance 
Organisation you are over a 

barrel 
They don’t have enough 
experience with home 

loans 

Can’t see myself dealing with 
insurance for loans 

They don’t have a branch 
network 

Don’t like globalisation – few 
corporations and then they get 

control of you 
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Appendix Three 

Focus Group Brief 

OBJECTIVE 

The purpose of this study is to determine the impact of a strategic alliance on the 

way in which a product is perceived by the customer. 

It uses the Sheth, Newman and Gross (1991) consumption values model to examine 

products branded by alliance organisations to determine which, if any, of those value 

dimensions are affected by strategic alliances. 

Sheth et al (1991) describe their consumption value dimensions as follows: 

� Functional value - the product attributes relating to its functional,  

� utilitarian or physical benefits and problems 

� Social value – the social imagery linked with specific demographic, 

socioeconomic and cultural-ethic groups 

� Emotional value – the feelings or emotions aroused by the alternatives 

� Epistemic value – the way in which novelty, knowledge and curiosity needs 

are satisfied 

� Conditional value – the situations that contribute to temporary social and 

functional utility 

This study will determine which, if any, of these factors are different for a product that 

is the result of a strategic alliance as opposed to a similar product offered by a stand 

alone organisation.  To achieve this, the study will compare the purchase of an 

alliance Credit Card or alliance Home Loan (the result of a strategic alliance between 

the Insurance Organisation and Bank to the purchase of a Bank home loan or credit 

card. 
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As a check, and to determine if there is any difference in the way the Insurance 

Organisation is perceived as by purchasers of a core product (insurance) as 

opposed to those with a deeper relationship that also hold an alliance product, a 

further group of Insurance Organisation members will be considered.  

The subjects for this study will therefore be drawn from three pools: 

1. Insurance Organisation customers who do not have a 

relationship with the Bank 

2. Bank customers who do not have a relationship with the 

Insurance Organisation 

3. Insurance Organisation customers who have purchased an 

alliance Home Loan or an alliance credit card that are 

managed by the Bank 

Three focus groups will be held in total consisting of one group for each type of 

relationship (see Subjects below).  The focus group sessions will be taped.  This will 

not only enable an analysis to be undertaken that determines the critical factors for 

inclusion in the quantitative study, but will also ensure the language used in the 

questionnaire is consistent with that used by potential respondents. 

Focus Group Questions 

Sheth et al (1991) has a recommended set of questions that are to be asked of each 

focus group consisting of two questions for each of the five values in the theory.  For 

each value the respondents are asked one question pertaining to themselves and 

one question relating to each of the other groups. 

Groups One and Two Insurance Organisation customer with an alliance Credit 

Card or Home Loan

Groups Three and Four Bank customers with a Bank Credit Card or Home 

Loan
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Functional Value 

What are the some of the benefits that you associate with a credit card? (home loan) 

What are some of the problems? 

What are some of the benefits that you associate with an alliance credit card (home 

loan)

What are some of the problems? 

What are some of the benefits that you think a person without a credit card (home 

loan) associates with one? 

What are some of the problems?  

What are some of the benefits you think a person without an alliance credit card (or 

home loan) associates with one? 

What are some of the problems?  

Social Value 

Which groups of people do you believe are most and least likely to have a credit card 

(home loan)? 

And an alliance (home loan)? 

Which groups of people do you believe people without a credit card (home loan) 

believes are most and least likely to have one? 

And an alliance credit card (home loan)? 
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Emotional Value 

What feelings are aroused by your decision to take out a credit card (home loan)? 

And an alliance credit card (home loan)? 

What feelings do you think are aroused by someone without a credit card (home 

loan) decision not to take one out? 

And an alliance credit card (home loan)? 

Epistemic value 

What triggered your decision to take out your first credit card (home loan) 

What triggered your decision to take out your alliance credit card (home loan) 

What do you think triggers a non-user’s decision not to take out a credit card (home 

loan)

What do you think triggers a non-user’s decision not to take out an alliance credit 

card (home loan) 

Conditional value 

Are there any circumstances or situation that would cause you to cancel any credit 

card you have other than your alliance credit card? 

And are there circumstances or situations that would cause you to cancel your 

alliance credit card? (home loan)? 

Are there any circumstances or situations that you think would cause a nonuser to 

take out a credit card (home loan)? 
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And are there any circumstances or situations that you think would cause a nonuser 

to take out an alliance credit card (home loan)? 

Groups 5 and 6 Insurance Organisation customer without an alliance credit card 

or Home Loan

Functional value 

What are the some of the benefits that you associate with a credit card? (home loan) 

What are some of the problems? 

What are some of the benefits and problems you associate with the alliance credit 

card? (home loan) 

What are some of the benefits and problems that you think a member with and 

alliance credit card (home loan) associates with it? 

Social Value 

Which groups of people do you believe are most and least likely to have a credit card 

(home loan)? 

Which groups of people do you believe are both most and least likely to have an 

alliance credit card (home loan) 

Which groups of people do you believe a member who has an alliance credit card 

(home loan) believes are both most and least likely to have an alliance credit card 

(home loan) 
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Emotional Value 

What feelings are aroused by your decision to take out a credit card (home loan)? 

What feelings are aroused by your decision not to take out an alliance credit card 

(home loan) 

What feelings do you believe a member with an alliance credit card (home loan) are 

aroused by their decision to take out an alliance credit card (home loan) 

Epistemic Value 

What triggered your decision to take out your first credit card (home loan) 

What triggered your decision to not take out an alliance credit card (home loan) 

What do you think triggers a member’s decision to take out a credit card (home 

loan)?

Conditional Value 

Are there any circumstances or situation that would cause you to cancel any credit 

card (home loan) you have? 

Are there any circumstances or situations that would cause you to take out an 

alliance credit card (home loan)? 

Are there any circumstances or situations that you think would cause a member with 

an alliance credit card (home loan) to cancel it? 


