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Abstract

Establishing strong, high-quality relationships with customers can be an important element in
conducting business throughout the world, particularly in complex and highly competitive
markets. This study attempts to explore and examine the differences and possible linkages
between two important approaches to building relationships: guanxi and relationship marketing.
Guanxi-type relationships tend to work at the inter-personal level, whereas relationship

marketing tends to operate at the inter-organisational level.

Despite the fact that both concepts are well known individually, a dearth of critical comparison
remains in academic literature, even though evidence suggests that managers can use the
linkages between the approaches to improve customer recruitment and retention. More
importantly, although prior research implies an association between guanxi and relationship
marketing, to date, no studies have sought to link the two concepts, and therefore a unified

model does not exist.

Moreover, hardly any work has been done to explore guanxi-type relationships in the Arab
world generally and the Egyptian context specifically, although Hutchings and Weir (2006a,
2006b) highlighted that networks, and in particular guanxi-type relationships, in the Arab world
remain insufficiently researched and there is a dearth of literature exploring these. Furthermore,
an informed body of knowledge, explaining guanxi-type relationships in the Arab world and
comparing the networking styles of China and the Arab world, does not exist.

Informed by these issues, this study attempted to address these research gaps by employing a
mixed method design through two phases of research. In the first phase, twenty-one semi-
structured interviews were conducted with academics, experts and practitioners in the Egyptian
SME sector. The aim of this phase was to explore the nature, meaning and variables of guanxi-
type relationships in the Egyptian context, identify the variables of relationship marketing, and
define the relationship between these two strands, and how organisations can link them and
transform personal relationships into organisational relationships to retain their customers. The

data were analysed using qualitative content analysis and Nvivo9 software.

This phase formed the foundation for the second phase, which employed a quantitative research
design to collect primary data using 305 self-administered questionnaires from customers of
SMEs in Egypt. The aim of the second phase was empirically to test a model that links guanxi-
type relationships and relationship marketing and their association with relationship quality and
customer retention. Through testing the research model, the study sought empirical evidence for
building the organisational types of relationship involved in relationship marketing instead of
the personal type of relationship involved in guanxi-type relationships, thereby enhancing

customer retention and avoiding the problem of employees taking customers with them, when
\Y/



leaving the company. The data were analysed using SPSS19 and SPSS macros, employing
multivariate data analysis techniques including exploratory factor analysis (EFA), multiple
regression analysis, hierarchal multiple regression analysis, bootstrapping method and
crosstabulation.

The findings of the first phase revealed that guanxi-type relationships in Egypt stem from the
principles of Islam and Christianity and have become rooted and embedded in the Egyptian
culture. Moreover, the Egyptian type of social network (guanxi-type relationships in Egypt) can
be called shabakat al-alakat (network of relationships). Eight characteristics of shabakat al-
alakat have been determined: social, personal, intangible, transferable, contextual, emotional, of
religious origin, and long-term. In addition, shabakat al-alakat is a multi-dimensional construct
that can be measured through five variables affectional bonding, empathy, reciprocity, personal

trust and face.

Moreover, the findings of the second phase showed that shabakat al-alakat (guanxi-type
relationships in Egypt), relationship investment programmes (financial and structural),
relationship marketing and relationship quality have a significant positive relationship with
customer retention. The results also highlighted that relationship investment programmes
(financial and structural) and relationship marketing have a significant positive relationship with
relationship quality. In addition, relationship quality mediates the relationship between
relationship marketing and customer retention, as well as relationship investment programmes
(financial and structural) and customer retention. Furthermore, the findings confirmed the
interaction effect of shabakat al-alakat in the relationship between relationship marketing and

customer retention. Overall, the proposed research model was validated.

Three major contributions stem from this research. First, this study contributes to knowledge by
establishing and providing a comprehensive framework of all aspects of the social network in
Egypt (shabakat al-alakat or guanxi-type relationships in Egypt): its origin; meaning; name;
characteristics; variables; advantages and disadvantages and its role in attracting new customers.
The second contribution comes from the novel model, which links guanxi-type relationships
with relationship marketing and the impact of this link on customer retention. The third
contribution comes from introducing a way to transfer the personal type of relationship involved
in guanxi-type relationships to the organisational type of relationship involved in relationship
marketing and transferring guanxi-type relationships from the uninstitutionalised and

interpersonal level to the institutionalised or organisational level.

It is hoped that future research will build on these results so that further avenues can be

explored.

VI
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1.1. Introduction

This chapter aims to establish the basis and context of the study. It begins by presenting
the background to and justification for this research. Then, background is provided on
the small and medium-sized enterprise (SME) sector in Egypt. The subsequent section
provides a definition of the research problem, which results in developing the research
questions and objectives for thetwo phases of this thesis. Next, the theoretical,
managerial and methodological contributions of this research are overviewed.
Following this, the structure of this thesis is given. Then, the scope of the study is

established. Finally, a summary of the main points of the chapter is presented.

1.2. Research background

Establishing quality and strong relationships with customers can be an important
element when conducting business throughout the world, especially in complex and
highly competitive markets (Ndubisi and Wah, 2005). This study attempts to explore
and examine the differences and possible linkages between two important approaches to
building relationships: guanxi and relationship marketing. Guanxi-type relationships
work at the inter-personal level (Fan, 2002a; Wang, 2007), whereas relationship
marketing operates at the inter-organisational level (Coviello, Brodie, Danaher, and
Johnston, 2002; Gummesson, 1996; Morgan and Hunt, 1994).

The first of the constructs of interest, guanxi, is a “Chinese cultural phenomenon” (Fan,
20023, p. 374) that has multiple meanings, beyond the English synonyms of “relation”

or “connection” (Huang, 2008, p. 468). For example, guanxi can refer to (1) the



relationship between people with shared characteristics, (2) active and repeated contact

between people, and (3) infrequent, direct communication with a person (Bian, 1994).

Guanxi can arise from many bases (Kiong and Kee, 1998). These are “kinship”, “fictive
kinship”, “locality and dialect”, “trade associations and social clubs”, “workplace” and
“friendship”(Kiong and Kee, 1998, pp. 77-79). Tsang (1998) divides the categories of
Kiong and Kee (1998), into two bases. The first is a blood base and comprises members
of the family and of a clan, who are identified by locality and dialect, fictive kinship and
kinship. The other is a social base which comes through social interactions with

colleagues, business partners and friends.

For a better understanding of the concept of guanxi, Fan (2002a, p. 372) views guanxi
from a problem-solution perspective and defines it as “a process of social interactions
that initially involves two individuals A and B. A may or may not have special
relationships with B. A asks B for assistance (favour) in finding a solution to a problem.
B may have the solution at hand, or more often, has to seek further assistance from
other connections, (i.c.) to start another process.” Many authors support and use Fan’s
definition (e.g., Chen and Chen, 2004; Luo, 2007; Zhang and Zhang, 2006).

Moreover, Fan (2002b) argues that guanxi has a significant effect and a strong influence
on the majority of the elements of a relationship. According to prior research, guanxi is
a factor having the greatest influence on success when conducting business because
having the right guanxi can bring a wide range of benefits (Abramson and Ai, 1999;
Fan, 2002a; Su and Littlefield, 2001; Yeung and Tung, 1996). According to Fan (2002a,
p. 372), guanxi is a “dynamic process” starting with two individuals, and possibly
extending to more people in subsequent stages. However, although one of the parties
concerned may not be able to provide the solution sought by the other, he or she is
willing to contact another party or parties to find this solution, In such as case, he or she

is acting as an “intermediary” or “facilitator”.

In line with Fan’s (2002a) perspective about guanxi-facilitated business exchanges,
Yeung and Tung (1996, p. 60) suggest that guanxi is required by managers whose
experience is not extensive and managers of SMEs (the focus of this research), as they
have a greater tendency to depend on guanxi to attain resources and arrangements which
are beneficial to them. However, while many firms consider guanxi an important factor

for conducting business in China and a necessary condition for achieving business



success, in itself guanxi is not sufficient to persuade customers to buy their products
(Tsang, 1998).

After explaining the process of guanxi, it is noticeable that many of the features of
guanxi are not unique to Chinese society, but are present to some degree in every
society in the world. In support of this view, according to Hofstede (2001), China and
the Arab world have certain characteristics in common, such as a high power distance.
This similarity between the Arab world and China prompted Hutchings and Weir
(20064, 2006Db) to highlight the need for research addressing networks in the Arab world
generally and guanxi-type relationships specifically, as these kinds of networks have not
been adequately researched. Moreover, Hutchings and Weir (2006a, p. 144) add that
“no substantive comparisons undertaken of the business networking styles of these two
regions of the world, [China and the Arab world]. Such a comparative analysis of
Chinese and Arab behaviour is needed, as are discussions of the frame-work of values
in which these behaviours are embedded.” In short, research exploring the networking
practices in the Arab world is under-researched.

To date, guanxi-type relationships in the Arab world are known as wasta. The early
literature by Cunningham and Sarayrah, (1993, 1994) and Weir (2003a, 2003b) were
interested in studying the concept of wasta in the Middle East. Next, Weir and
Hutchings (2005) were the first to draw parallels between wasta and guanxi-type
relationships and introduce guanxi-type relationships in the Arab world as wasta. Based
on Weir and Hutchings’s perspective, other research was conducted (Hutchings and
Weir, 2006a, 2006b; Weir and Hutchings, 2006; Smith, Huang, Harb and Torres, 20123;
Smith, Torres, Leong, Budhwar, Achoui, and Lebedeva, 2012b).

The Western concept of relationship marketing emerged from the field of services and
business-to-business marketing to challenge the traditional marketing approach, which
was based completely on transactions and the notion of the marketing mix (Berry, 1983;
Christopher, Payne and Ballantyne, 1991; Grénroos, 1994; Gummesson, 1987; Jackson,
1985). Gronroos (1994) views relationship marketing as an alternative to the traditional
marketing approach that is capable of absorbing the dynamics and interactions in firms’
relationships with business-to-business customers as well as final consumers. Berry
(1983, p. 25; 2002, p. 61) further defines relationship marketing as “attracting,
maintaining and enhancing customer relationships.” This definition, which introduces

relationship marketing as a marketing paradigm with a strategic viewpoint, “focuses on
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the significance of attracting new customers as a first step in marketing activities”
(Bruhn, 2003, p. 10) and also stresses the importance of maintaining or retaining
customers (Berry, 2002; De Burca, Brannick, and Meenaghan, 1995). Shani and
Chalasani (1992, p. 34) also add that “relationship marketing is an integrated effort to
identify, maintain and build up a network with individual consumers and to
continuously strengthen the network for the mutual benefit of both sides, through

interactive, individualised and value-added contacts over a long period of time”.

The adoption of relationship marketing requires the modification of the conventional
methods of strategic marketing management (Grénroos, 1996). In relationship
marketing, a key strategic concern is establishing partnerships and a network capable of
handling the service process. Three typical elements constitute the tactical level:
“having direct contact with customers and other stakeholders, building databases that
contain necessary information about customers and others, and developing a customer-
oriented service system” (Gronroos, 1996, p. 5). In relationship marketing, there is also
an emphasis on the construction and management of relationships with the social
environment (Gronroos, 1994), where such relationships entail a change in focus from
organisations and products to individuals and partners rather as analysis units (Webster,
1992).

Relationship marketing yields a long list of benefits, including larger market share,
boost in company profits, greater customer retention, increased loyalty levels, and lower
costs in many areas (Bruhn, 2003; Morgan and Hunt, 1994; Oliver, 1999; Reichheld and
Sasser, 1990). Rosenberg and Czepiel (1984) argue that attracting one new consumer
costs firms five times more than the cost of retaining one loyal consumer. Due to this
and the higher profit return from established customers, Reichheld (1993) finds that
profits climb steeply when firms increase their rates of customer retention, as the cost of
acquiring new customers to take the place of ones who leave is greater than that of
existing customers. Companies were found to increase their profits from 25 percent to
85 percent by an improvement of only 5 percent in customer retention (Reichheld,
1993).

Up to this point, the discussion has demonstrated the significance of relationship
marketing literature in the West. However, there is a dearth of studies on the extent to
which concepts of relationship marketing have spread in developing and emerging
economies (Flambard-Ruaud, 2005). However, it is conceivable that Western concepts

4



of relationship marketing may not be appropriate in non-Western societies where the

cultures and economies differ from those in the West (Flambard-Ruaud, 2005).

Use of an inter-cultural approach in business in general and marketing in particular has
gained support from academics such as Hofstede (1991), who stressed that cultural
variations have a crucial effect on the results of all elements of business. Hence, it came
to be generally believed that cultural factors should not be ignored in an attempt to
comprehend the contextual background of initiating and developing relationships with
customers (Gilbert and Tsao, 2000). There are a number of different definitions of
culture, but the most commonly accepted appears to be that of Hofstede (1984, p. 21),
who defined culture as “the collective programming of the mind”. Similarly, Payne,
Christopher, Clark, and Peck (1999, p. 313), specifically in a business context, define
culture as “the deep-seated, unwritten system of shared values and norms within an
organisation”. Interaction and behaviour vary from one culture to another because of
differences in social norms (Flambard-Ruaud, 2005). Therefore, in terms of cross-
national relationships, cultural differences will inevitably affect the nature and the
success of these (Ambler and Styles, 2000).

Hence, there are a number of differences, some more obvious than others, between
Eastern and Western mores and behaviour. In a Western context, theories of transaction
cost, social exchange, and interaction are used to analyse relationships (Buttery and
Wong, 1999). Conversely, in Africa, Asia and the Middle East, the relationship aspect
of business tend to be integrated. In these environments, successful business dealings
are frequently influenced by the success of relationships. Relationships are established
prior to the transaction being carried out and may be more accurately termed a
customer-seeking strategy. Moreover, this relationship is a personal one between
individuals and not merely between organisations. The relationship is not only
established prior to a sale, but is also a continuing one. The company has to maintain
the relationship if it wants to do more business. Hence, according to Flambard-Ruaud,
2005) while in strongly capitalist economies (mainly in the West) the transaction is the
core of the exchange and the relationship is formed and developed by the transaction, in
less strongly capitalist economies (i.e. in Africa, Asia and the Middle East), it is the
transaction which is formed and developed by the transaction. This is shown in Figure
1.1.



Figure 1-1: The comparison of the two systems of exchange

System of transactional exchange System of relational exchange

Strongly capitalist universe Weakly capifalist universe

Source: Flambard-Ruaud (2005, p.57).

Accordingly guanxi (as a non-Western approach for building relationships) and
relationship marketing (as a Western concept for building relationships) have
fundamental differences (Fan, 2002a; Wang, 2007), but they also have certain
commonalities (Flambard-Ruaud, 2005; Wang, 2007). Several scholars (Arias, 1998;
Flambard-Ruaud, 2005; Geddie, DeFranco, and Geddie, 2005; Wang, 2007; Yau, Lee,
Chow, Sin, and Tse, 2000) consider, in a fragmented manner, the similarities and
differences between guanxi and relationship marketing and analyse them from various
perspectives. However, no comprehensive analysis of the similarities and differences

between guanxi and relationship marketing exists.

Guanxi and relationship marketing have several similarities. First, both involve the
notion of relationship or connection, or two or more parties forming a bond (Alston,
1989; Arias, 1998; Flambard-Ruaud, 2005; Xin and Pearce, 1996). Second, they have
the same goal, namely, maintaining long-term relationships with partners rather than
building relationships on the basis of a single transaction (Flambard-Ruaud, 2005).
Wang (2007, p. 82) refers to this goal as “long-term orientation,” in which the exchange
partners focus on the relationship itself, thus minimizing conflict and creating a
harmonious environment to achieve permanent cooperation (Alston, 1989; Arias, 1998;
Xin and Pearce, 1996). Third, as Wang (2007) indicates, guanxi and relationship

marketing both value mutual understanding and cooperative behaviour.

Despite these similarities, fundamental differences also exist between the concepts,
which are discussed in detail in the literature chapter (Chapter Two). However, it is
important here to refer to some of these differences, which drive the need for this study.
Firstly, guanxi by definition is a personal relationship at the individual level (Wang,
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2007). Thus, guanxi works only at a personal level. In contrast, relationship marketing
refers to all types of the firms’ external and internal relationships (Morgan and Hunt,
1994). Thus, relationship marketing is impersonal and mainly works at the
organisational level (Wang, 2007). Secondly, Barton (1999) claims that in relationship
marketing, the relationship between company and customer develops after the first
transaction, with no prior relationship. In the same vein, relationship marketing is seen
by Garbarino and Johnson (1999) as ranging from transactional to highly relational
approach and they emphasise the growth of satisfaction, confidence, and commitment in
the establishment of the customers’ future intentions. In contrast, with guanxi, a
relationship already exists before the transaction (Flambard-Ruaud, 2005; Geddie,
DeFranco, and Geddie, 2002). Figure 1.2a and b illustrate the development processes of
both relationship marketing and guanxi. In both, the relationship is established through
a positive transaction. Geddie et al. (2005) further distinguish between guanxi and
relationship marketing. As shown in the figure below, in the former, the relationship is
established before the transactions take place, while in latter is built on the basis of the
transaction.

Figure 1-2: Comparison the process of relationship marketing and guanxi

a. Relationship marketing process

Company Company

Relationship

Customers

b. Guanxi process

Compan
pany \ Company
Relationship
Customer

Source: Adapted from Geddie et al. (2005, p. 628).

In summary, the previous discussion has revealed that guanxi and relationship
marketing are not the same (Fan, 2002a); rather, they are distinct approaches to building
relationships (Geddie et al., 2005). Guanxi-type relationships possess unique and
distinguishable characteristics in non-Western relational exchanges, whereas

relationship marketing occurs in primarily Western-type relational exchanges (Fan,
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2002a; Lee, Pae, and Wong, 2001; Tsang, 1998). Relationship marketing can be an
essential business concept in both Western and non-Western contexts but, as a Western
concept, must cope with the local changes influenced by Eastern forms of relationships
and the contextual background of generating relationships with customers (Flambard-
Ruaud, 2005; Gilbert and Tsao, 2000).

Ambler (1994), Bjorkman and Kock (1995), Lovett, Simmons, and Kali (1999), and
Simmons and Munch (1996) use the terms guanxi and relationship marketing
interchangeably; that is, they assume that guanxi represents a “Chinese version” of
relationship marketing. However, Fan (2002a) asserts that this assumption leads to a
misunderstanding of guanxi and that many fundamental differences exist between the
two approaches. In addition, although previous research explores relationship marketing
and guanxi extensively and suggests the importance of transferring guanxi from the
inter-personal level to the organisational level (Flambard-Ruaud, 2005; Geddie et al.,
2002, 2005; Zhang and Zhang, 2006), no model exists to theoretically and practically
link these concepts, a gap this study aims to fill.

This linkage between relationship marketing and guanxi is expected to offer new and
valuable insights and benefits for both Western firms, which currently use relationship
marketing only, and non-Western firms, which only apply guanxi-type relationships
(Flambard-Ruaud, 2005; Geddie et al., 2005). On the one hand, applying guanxi before
relationship marketing should make relationship marketing more applicable to the less
capitalist economics (Asia, Africa, and Middle East), where relationships create and
develop transactions (Flambard-Ruaud, 2005). It will also make relationship marketing
adaptable to non-Western cultural characteristics and problems (e.g., lack of trust)
(Flambard-Ruaud, 2005; Gilbert and Tsao, 2000). For example, firms in both Asian and
Arab cultures often prefer to deal with known and trusted partners (Flambard-Ruaud,
2005), and insist on finding out about those they are considering doing business with
and building a trusting relationship with them before entering into business transactions
(Hutchings and Weir, 2006a).

In guanxi-type relationships, firms developing and managing a business relationship
tend to place more importance on the trust and reputation of their partners and their
personal and business networks than on any official contractual or legal documents
(Arias, 1998; Bjorkman and Kock, 1995). Thus, guanxi involves a kind of trust in the
context of building a relationship (Flambard-Ruaud, 2005). In addition, many potential
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benefits could ensue from the combination of the guanxi and relationship marketing
concepts. Guanxi offers insights into the means to implement relationship marketing
(Geddie et al., 2002, 2005) and might play a vital role in the process of relationship
marketing, in which managers establish and use guanxi to carry out business in
important ways, such as gaining access to new customers with little cost, retaining

current clients, and facilitating daily business operations (Dunfee and Warren, 2001).

On the other hand, relationship marketing goes beyond the scope of guanxi (Zhang and
Zhang, 2006), so firms might use relationship marketing as an extension to guanxi, to
avoid some of the pitfalls of guanxi (Geddie et al., 2005). For example, firms can lose
guanxi when an employee moves to a different firm because the connections move with
him or her (Arias, 1998). By applying relationship marketing after guanxi, firms can
help transfer the personal type of relationship involved in guanxi to the organisational
type of relationship involved in relationship marketing (Zhang and Zhang, 2006). This
helps in maintaining and enhancing the customer relationship over the long run, thus
increasing customer retention (Palmatier, Jarvis, Bechkoff and Kardes, 2009; Tang,
Chou and Chen, 2008; Tseng, 2007).

Clearly, there are many benefits for guanxi and relationship marketing, and previous
research explores relationship marketing and guanxi extensively and suggests the
importance of transferring guanxi from the inter-personal level to the organisational
level (Flambard-Ruaud, 2005; Zhang and Zhang, 2006). Moreover, some prior research
infers an association between guanxi and relationship marketing (Bjorkman and Kock,
1995; Geddie et al., 2002, 2005). Nevertheless, to date, no studies have sought to link
the two concepts, and therefore no model exists to theoretically and/or practically

link these concepts, a gap this study aims to fill.

Moreover, it is no surprise that much of the work and understanding of guanxi-type
relationships and relationship marketing to date focuses on China and the Western
markets (Ndubisi and Wah, 2005; Flambard-Ruaud, 2005). There are few published
papers on relationship marketing and guanxi-type relationships relating to the
Arab world generally and the Egyptian context specifically, particularly the small
and medium-sized enterprise (SME) sector in Egypt, which is the focus of this
research. Egyptian studies on relationship marketing and guanxi-type relationships
generally and in the SME sector specifically are needed as many implications can be

discovered, that will help academics to conceptualise the linkage between guanxi-type
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relationships and relationship marketing, and marketing practitioners to design effective

programmes to develop their customers’ retention.

In this study, a unified model to link guanxi-type relationships and relationship
marketing and their association with customer retention is proposed and
empirically tested qualitatively and quantitatively. Also the theoretical and
managerial implications of such a linkage are provided. Additionally, the study provides
empirical evidence of the transfer of the personal type of relationship involved in
guanxi-type relationships to the organisational type involved in relationship marketing,
consequently enhancing relationship quality and customer retention. Thus, the findings
of this study provide important insights for both academics and practitioners involved in
the issues of relationship marketing and guanxi-type relationships. As such, this study
offers new and valuable insights and benefits for both Western firms, which apply
relationship marketing only, and non-Western firms, which employ only guanxi-type

relationships.

1.3. Background of the SME sector in Egypt

Small and Medium-sized Enterprises (SMEs) in Egypt play a crucial part in the
Egyptian economy and are one of its main sources of growth (ADB, 2009). The
development of SMEs in Egypt is viewed as a vital part of the Egyptian government's
social and economic development plans, as they represent a considerable proportion of
the country’s economy (ADB, 2009). According to the Central Agency for Public
Mobilization and Statistics (CAPMAS) (2010), SMEs are major providers of
employment, accounting for 90% of all private productive units in Egypt, over 99% of
all non-agricultural firms, and providing almost 75% percent of private sector
employment. The Egyptian government relies on the SME sector as the largest source
of job creation to act as the main suppliers of new employment growth over the next
twenty years (ADB, 2009). Furthermore, SMEs contribute approximately 80 percent of
total value added and attract almost half of total investments. In addition, their
contribution, both direct and indirect, to the country’s exports has grown to around 20%
of the total. SMEs provide affordable goods and services that suit both lower and lower-
middle income groups account for 57 percent of the Egyptian population and SMEs

provide them with goods and services at generally reasonable prices (ADB, 2009).

The activities of the SME sector are widely dispersed across manufacturing, trade and
services. According to the most recent statistics from CAPMAS, the trade sector is
10



prevalent, accounting for almost 61% of SMEs’ activities, followed by the
manufacturing sector. However, new businesses are less likely to be in the
manufacturing sector and more likely to be in the retail and service sectors (CAPMAS,
2010).

In accordance with Egypt’s SME law (141/ 2004), the Social Fund for Development
(SFD) is the principal organisation for SMEs. The SFD was appointed to coordinate all
governmental bodies and other non-governmental institutions involved with SMEs. Law
(No. 141/2004), dealing with the support and the enforcement of the development of the
SME sector was issued in 2004 and defined a small enterprise as “any economic,
productive or service enterprise employing up to 50 workers with a paid in capital of
maximum one million EGP [Egyptian Pounds]”. Also according to this law, an
enterprise in which the “capital does not exceed 50,000 EGP and the number of
employees is below 10” is considered a micro-enterprise. Enterprises employing more
than 50 but fewer than 100 employees with a paid capital between one and five million
EGP are held to be medium-sized (ADB, 2009, p. 17).

The Egyptian government’s National Policy for Small and Medium-Sized Enterprise
(SMEPoL) addresses methods of developing SMEs’ capacities. Its main objective is to
remove various barriers to the development of SMEs. These may be financial,
management, marketing, production (e.g., operations, growth, and difficulties in
accessing capital and resources). In order to do this, it is necessary to change the culture
of the civil service and reduce the red tape, which is inherent in the Egyptian

bureaucracy and is very likely to hinder some of the ongoing reforms.

One of the ways in which SMEPoL seeks to develop SMEs in Egypt is by carrying out
supportive research concerning the main issues facing the SME sector. Hence, this
research was carried out to assist the development and growth of the SME sector in
Egypt and avoid the considerable marketing difficulties that SMEs encountered in the
past, which resulted in an increased percentage of business failures rate to 6.3% (Hattab,
2009). Specifically, this research offers a guideline for managers of SMEs to enhance
the effectiveness of their current marketing programmes by giving them a deeper
understanding of guanxi-type relationships in Egypt and relationship marketing.
Moreover, it suggests a new technique to attract new customers and retain them through
a long-term relationship. Further, this guideline assists SME managers to reduce their
costs by attracting new customers and retaining loyal customers at low cost. Thus, this
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research will assist in the success, survival and growth of SMEs, which will in turn be
reflected in the growth of the Egyptian economy as whole, as the SME sector is a major
source of growth for the Egyptian economy, and a major provider of employment
(CAPMAS, 2010; ADB, 2009).

1.4. Research problem definition
The previous discussion has shown the importance of guanxi and relationship
marketing, which revealed many gaps regarding both of them and their possible linkage.

Collectively, the apparent gaps constitute the research problems.

First, some prior research infers an association between guanxi and relationship
marketing, suggests the importance of the link between them, and advises that managers
can use the linkages between the approaches to improve customer recruitment and
retention (Bjorkman and Kock, 1995; Geddie et al., 2002, 2005). Others recommend the
importance of transferring guanxi-type relationships from the inter-personal level to the
organisational level (Flambard-Ruaud, 2005; Zhang and Zhang, 2006). However, to
date, no studies have sought to link the two concepts, and therefore no model exists to
theoretically and/or practically link these concepts. Also, no studies have sought to
consider how to transfer guanxi-type relationships from the uninstitutionalized or
interpersonal level to the institutionalized or organisational level.

Second, both concepts are well known individually, but a dearth of critical comparison
remains in academic literature. Several scholars (Arias, 1998; Flambard-Ruaud, 2005;
Geddie et al., 2005; Wang, 2007; Yau et al., 2000) consider, in a fragmented manner,
the similarities and differences between guanxi and relationship marketing and analyse
them from various perspectives. However, from a literature review, no comprehensive
analysis of the similarities and differences between guanxi and relationship marketing

exists.

Third, many studies discuss the variables of guanxi (Chen, 2001; Geddie et al., 2002,
2005; Hwang, 1987; Kiong and Kee, 1998; Tsang, 1998; Wang, 2007; Yang, 1994; Yau
et al.,, 2000) and illustrate guanxi as multi-dimensional construct through some
variables. However, there is no consensus among guanxi authors about what precisely
constitutes a set of guanxi variables, although in a general sense, bonding (Kiong and
Kee, 1998; Tsang, 1998; Yau et al., 2000), empathy (renging) (Yang, 1994; Yau et al.,
2000), reciprocity (bao) (Yau et al., 2000), personal trust (xinyong) (Xin and Pearce,
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1996; Tsang, 1998; Buttery and Wang, 1999; Yau et al., 2000), face (mianzi) (Chen,
2001; Simmon and Munch, 1996; Tsang, 1998) and affection (ganqging) (Yang, 1994;
Wang, 2007) are recognized as the main variables of guanxi. A review of the guanxi
literature indicates that, there are no studies or models applying all these variables

together.

On a different note, based upon reviewing an abundance of relationship marketing
research papers widely cited in the literature (Appendix 1), a number of key variables
have been recognized as the main variables of relationship marketing. These variables
are: trust, commitment, conflict handling, communication, empathy, shared values,
reciprocity and equity (Adamson, Chen and Handford, 2003; Dwyer, Schurr and Oh,
1987; Grossman, 1998; Gruen, 1995; Hunt, Arnett and Madhavaram, 2006; Morgan and
Hunt, 1994; Ndubisi, 2004; Ndubisi and Wah, 2005; Samiee and Walters, 2003; Sin,
Tse, Yau, Lee and Chow, 2002; Sin, Tse, Yau, Chow, Lee and Lau, 2005; Smith and
Barcley, 1997; Sividas and Dwyer, 2000; Van Zyl and Mathur-Helm, 2007; Wong and
Sohal, 2002; Yau et al., 2000 and Yilmaz and Hunt, 2001). Nevertheless, there is a
debate among scholars about the precisely set of relationship marketing variables. For
instance, Morgan and Hunt (1994) propose that trust and commitment are both key for
good relationships, whereas others suggest that either trust or commitment alone is
enough to build relationship and generate retention (Anderson and Weitz, 1992; Doney
and Cannon, 1997; Gruen, Summers and Acito, 2000; Jap and Ganesan, 2000;
Sirdeshmukh, Singh and Sabol, 2002). In addition, although there is an abundance of
research, which has studied these variables, there is no study, which has investigated all
these variables together.

Fourth, hardly any work has been done to explore guanxi-type relationships in the Arab
world generally and the Egyptian context specifically. Hutchings and Weir (2006a, p.
141) highlighted that there is a dearth of research on networks in the Arab world
generally and guanxi-type relationships specifically and that there is only a small body
of literature exploring them. Moreover, Hutchings and Weir (2006a, p. 144) add that
“no substantive comparisons undertaken of the business networking styles of these two
regions of the world, [China and the Arab world]. Such a comparative analysis of
Chinese and Arab behaviour is needed, as are discussions of the frame-work of values
in which these behaviours are embedded.”

In this context, this study attempted to fill these gaps in the body of knowledge through

two research phases.
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The first phase was exploratory in nature and sought generally to explore guanxi-type
relationships in Egypt, relationship marketing in the Egyptian SMEs sector and the link
between them. At a detailed level, using Chinese guanxi as a guideline, this first phase
aimed to explore guanxi-type relationships in Egypt; their existence; origin; meaning;
name; characteristics; variables; advantages and disadvantages and role in attracting
new customers. This phase also explored the key variables of relationship marketing in
the Egyptian SME sector as well as relationship marketing programmes. Additionally,
in this phase, the research sought to gain new insights and better understanding of the
link between guanxi-type relationships and relationship marketing and how
organisations can transfer personal relationships into organisational relationships in
order to retain their customers. Interviews with academics in marketing, international
business, culture and SMEs; SME managers; and experts and consultants in developing

and marketing SMEs in Egypt were all incorporated into this phase.

In this phase Chinese guanxi was used as a ‘guideline’ for the equivalent type of
network in Egypt for many reasons. It is clear from the discussion about the
characteristics and advantages of guanxi, that guanxi is considered the most
comprehensive and richest type of social and cultural network which has significant
influences on all aspects of the business (Park and Luo, 2001; Xin and Pearce, 1996)
and exists at different levels of business operations (Li and Wright, 2000). In addition,
guanxi is agreed to be one of the crucial elements of business success in China and is
required by managers of SMEs, on whom this research focuses, who depend on it to
attain resources and arrangements which are beneficial to them (Yeung and Tung,
1996). Finally, it is known that guanxi-type relationships exist to some extent in every
human society (Tsang, 1998) and many guanxi characteristics are similar to aspects of
Arab societies (Hutchings and Weir, 2006a).

The second phase was concerned with empirically testing the proposed research model
linking guanxi-type relationships in Egypt and relationship marketing to build a quality
organisational relationship with Egyptian SMEs customers and retain them through
transfer of the personal type of relationship involved in guanxi-type relationships to the

organisational type involved in relationship marketing.

1.5. Research objectives
The previous discussion has exposed many gaps in the guanxi and relationship

marketing literature. Consequently, the main aim of this thesis is to propose a unified
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model that links guanxi-type relationships in Egypt, and relationship marketing. The
intention of such a model would be to build a quality organisational relationship with
Egyptian SME customers and retain them through transfer of the personal type of
relationship involved in guanxi-type relationships to the organisational type involved in
relationship marketing. Hence, this thesis endeavours to contribute to guanxi-type
relationships and relationship marketing literatures by achieving the following
objectives:

First, objectives to be achieved through a critical review and synthesis of prior

research on guanxi and relationship marketing

1. A Critical discussion of the concepts of guanxi and relationship marketing to
establish the boundaries between the two concepts and to provide a comprehensive
exploration of their similarities and differences. This comparison of guanxi and
relationship marketing aids a full understanding of the possible links between them
and provides the foundation on which a theoretical model linking both concepts can
be developed.

2. Presentation of a theoretical framework that links guanxi and relationship marketing

and develop the theoretical and managerial implications of such a linkage.

Second, objectives to be achieved through the first (qualitative) phase
1. Exploration of the origins, meaning (ethical and unethical) and equivalent name of

guanxi-type relationships in Egyptian culture.

2. Exploration of the key characteristics and variables of guanxi-type relationships in
Egyptian culture as well as explore the advantages and disadvantages of guanxi-type
relationships with respect to the Egyptian SME sector using ‘Chinese guanxi’ as a

guideline.

3. Explore the role of guanxi-type relationships in attracting new customers to the
SMEs in Egypt.

4. Explore the relationship marketing investment programme(s) is/are widely used and
suitable for Egyptian SME sector and explore the key variables of relationship

marketing with respect to the Egyptian SME sector.

5. Explore the relationship between guanxi-type relationships and relationship

marketing; and how the SMEs can transfer personal relationships to organisational
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relationships and the impact of this on avoid the problem of employees taking the

customers they brought into the company, when leaving the company.

Using the results of the qualitative phase, the proposed model that provides a literature
derived linkage between guanxi-type relationships and relationship marketing will be

revised.

Third, objectives to be achieved through the second phase

1. Develop measures for the proposed research model’s constructs: guanxi-type
relationships, relationship investment programmes, relationship marketing,
relationship quality, and customer retention. Then, identify and verify the key
variables of guanxi-type relationships and relationship marketing in the Egyptian
SME sector as well as the key relationship investment programmes in the Egyptian

SME sector based on exploratory factor analysis.

2. Examine the impact of guanxi-type relationships, relationship investment
programmes and relationship marketing on relationship quality and customer
retention in the Egyptian SME sector based on empirically testing hypotheses. Thus,
provide empirical evidence for building (or not) quality organisational relationships
with customers and retaining them (or not) through transferring (or not) of the
personal type of relationship involved in guanxi to the organisational type involved
in relationship marketing via using relationship investment programmes and

relationship marketing.

3. Provide empirical evidence for avoiding (or not) the problem of employees taking

all their personal contacts (their guanxi network) when leaving the company.

1.6. Research questions
For the research objectives to be achieved, this study needs to provide the answers to

the following main questions:

First, the research questions to be answered by the literature review
Q1: What are the boundaries (similarities and differences) between guanxi and
relationship marketing in the previous literature; and what is the possible link between

them?
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Second, the research questions to be answered by the first (qualitative) phase
Q1: Do guanxi-type relationships exist in Egypt and, if so, what does the term guanxi

mean in Egyptian culture?

Q2: What is an appropriate name for guanxi-type relationships in an Egyptian context,
does it mean (refer to) wasta, and what are the ethical and unethical practices of guanxi-

type relationships in an Egyptian context?

Q3: What are the key characteristics, variables, advantages, and disadvantages of
guanxi-type relationships in the Egyptian context and the Egyptian SME sector? Can

guanxi-type relationships in Egypt play a role in attracting new customers to SMEs?

Q4: What are the key variables of relationship marketing and types of relationship
investment programmes that are most widely used and most suitable for Egyptian SMEs

and what are their impacts on customer retention?

Q5: Could the proposed research model benefit SMEs by building a quality
organisational relationship with customers and by retaining them, thus helping the SME
to avoid the problem of employees taking all their personal contacts (their guanxi

network) when leaving the company?

Third, the research questions be answered by the second (quantitative) phase

Q1: Which variable/s of guanxi-type relationships and relationship marketing is/are
more important when applying guanxi-type relationships and relationship marketing in
the Egyptian SME sector and which relationship marketing investment programmes

is/are more important when applying them in the Egyptian SME sector?

Q2: To what extent do guanxi-type relationships, relationship investment programmes
and relationship marketing, influence relationship quality and customer retention in the

Egyptian SME sector?

Q3: Could the proposed research model benefit the organisation to build a quality
organisational relationship with customers and retain them through transfer of the
personal type of relationship involved in guanxi-type relationships to the organisational
type involved in relationship marketing by using relationship investment programmes

and relationship marketing?
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Q4: Could the proposed research model help the organisation retain its customers and
avoid the problem of employees taking all their personal contacts (their guanxi network)
when leaving the company? In other words, if the company builds a quality
organisational relationship with the customer through applying relationship investment
and relationship marketing with them, would they still want to leave when the

introducing person leaves the company and tries to take all his/her networks with them?

1.7. Research contribution

The main contribution of this research to the body of knowledge will be achieved by
introducing a unified model linking guanxi-type relationships and relationship
marketing to transfer the personal type of relationship involved in guanxi to the
organisational type of relationship involved in relationship marketing, with the aim of
building a quality organisational relationship with Egyptian SMEs customers and
maintaining customer retention. Three levels of contribution will be made: theoretical,
managerial and methodological, these contributions are explained below. Apart from
these principal contributions, others for academics and practitioners have been made

and are presented in detail in the final chapter.

1.7.1. Theoretical contribution
First, this study will contribute to knowledge by providing a comprehensive analysis of
the similarities and differences between guanxi and relationship marketing, which both

are well known individually, but which suffer from a dearth of critical comparison.

Second, this study will contribute to knowledge by providing a comprehensive
framework to all aspects of guanxi-type relationships in Egypt (Egyptian network
equivalent to Chinese guanxi), its origin; meaning; name; characteristics; variables;
advantages and disadvantages and role in attracting new customers. This will fill a gap
in published work about networking and the type of relationships equivalent to guanxi
in the Middle East, specifically the Egyptian context.

Third, this study will contribute to relationship marketing theory and guanxi-type
relationships by conceptualising a unified model linking guanxi-type relationships and
relationship marketing to build a quality organisational relationship with customers and
maintain customer retention. No prior study has been cited in the literature which
introduces an empirically verified, unified model linking guanxi-type relationships with

relationship marketing.
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Fourth, this study will use all of the guanxi and relationship marketing variables cited
in the previous literature, as well as relationship marketing investment programmes, to
determine which variable/s of guanxi-type relationships and relationship marketing
islare more important when applying guanxi-type relationships and relationship
marketing in the Egyptian SME sector and relationship marketing investment
programmes is/are more important in the Egyptian SME sector. It is important to note
here that all of them have been studied before but there are no studies which have used

all of these variables together.

1.7.2. Managerial contribution

First, in practical terms, building on the managerial implications of the proposed
research model, this study will provide a ‘tool kit” which offers managers in Egyptian
SMEs accessible guidance regarding the marketing strategies to be adapted in order to

improve the effectiveness of their current marketing systems and programmes.

Second, the findings of this study will highlight for SME managers the applicability and
the way of transferring the personal relationship between the customer and the company
representative to an organisational relationship between the customer and the
organisation, thus avoiding the problem of departing employees taking their personal

contact customers when leaving the company.

1.7.3. Methodological contribution

In methodological terms, this thesis makes the following contributions:

First, this study has undertaken an intensive review of the literature to identify existing
scales of variables of guanxi, relationship investment programmes, and relationship
marketing (Appendix IV). Only scale items that had been validated in prior studies were
used, and then modified according to the results of the first phase of this research, to fit

the context of this research.

Second, this thesis developed in part five of the questionnaire a scale to determine
whether customers will leave the company or not when the person who introduced the
company to them leaves the company, and the reasons for the decision to stay with or

leave the company.

Third, this thesis is the first to use two methods of analysis: the causal steps approach
of Baron and Kenney’s (1986) method and the bootstrapping method using SPSS

macros to test moderating and mediating effects. According to the results of both
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methods, the contribution this thesis provides is that when using a large sample clear of
any serious statistical assumption violation, the results of both methods will be almost
the same and all the problems of the causal steps approach of Baron and Kenney (1986)

will be diminished.

1.8. Boundaries of the research scope

The research context integrates two main areas to help answer the research questions.
These two areas include guanxi-type relationships and relationship marketing. Within
this context, the boundaries of the study were three-fold, as shown in Figure 1.3. These
are related to location (Egypt) (y-axis), business-to-customer (B2C) and business-to-

business (B2B) markets (x-axis), and sector (the SME sector) (z-axis).

Figure 1-3: Conceptualising boundaries of research scope

Other
sectors

SMEs
sector

Guanxi-Type Relationship
Relationships Marketing

Egypt

Rest of
world

As mentioned earlier, this study was conducted in Egypt. This is represented by the y-
axis in Figure 1.3. The second boundary (z-axis) relates to the selected sector, which is
the SME sector (as discussed in section 1.3). Finally, this study, in the first phase,
focuses on SMEs operating in both B2B and B2C markets while the second phase

focuses only on B2C.
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1.9. Thesis structure

This thesis consists of seven chapters along with appendices and references and is

structured as follows:

Chapter two presents a review of a wide range of literature and assists in clarifying key
conceptual terms such as guanxi, relationship marketing, relationship investment
programmes, relationship quality, and customer retention as they are used in this study.
Moreover, it elucidates gaps in the current literature of these concepts and provides
parameters and a foundation on which a theoretical framework can be developed. This
chapter is divided into four parts. The first part discusses the definition, characteristics,
variables, types, advantages and disadvantages, and models of guanxi. Next, the second
part provides an insight into the relationship marketing area by presenting the origins,
definitions, variables, programmes, advantages and disadvantages, process, and
consequences of the relationship marketing. Part three compares guanxi and
relationship marketing. Finally, part four presents a theoretical model that links guanxi
and relationship marketing and their association with customer retention, as well as
develops the theoretical and managerial implications of such a linkage and research

hypotheses.

Chapter three outlines and justifies the methodology employed in this research in
terms of the research philosophy, approaches, strategies, the methods used to collect the
data, in addition to the data analysis techniques used in the two phases of the research.

Issues of sampling, reliability and validity are addressed.

Chapter four presents the qualitative data analysis and findings of the first phase of

this research (exploratory semi-structured interviews).

Chapter five presents the analysis and the findings of the quantitative data from the
survey. It also includes respondents’ characteristics and the procedures for variables

validation. In this chapter a range of statistical techniques are adopted.

Chapter six discusses the data analysed in the two phases of the research, qualitative
and quantitative, in the light of the literature. This chapter provides a bridge between the

data analysis (chapters four and five), and existing literature (chapter two).

Finally, Chapter seven draws conclusions from the preceding chapters to summarise

and conclude the thesis; it highlights the contributions made in three areas: theoretical,
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managerial and methodological. It also indicates the limitations of the research and

suggests directions for future research.

1.10. Summary

This chapter has established the basis for the research and outlined the main aspects of
this thesis, drawing attention to the research background, revealing salient empirical
research gaps in the previous literature. These elements assisted in providing the context
of the research as well as delineating the research problem, objectives, and questions,
and its potential contribution to knowledge. Furthermore, the chapter highlighted the
thesis structure and outlined the main purpose of each of the chapters with boundaries
being stated. With this basis having been established, the next chapter presents a review
of the literature of guanxi and relationship marketing, in order to provide the theoretical

foundation of the study.
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Chapter Two: Literature Review

Table 2-1: Thesis map

Chapter One: Introduction and Research Background

Chapter Two: Literature Review

I Chapter Three: Research Design and Methodology

Chapter Four: Qualitative Data Analysis and Findings

Chapter Five: Quantitative Data Analysis and Findings

Chapter Six: Discussion of the Key Findings

Chapter Seven: Conclusion

2.1. Introduction

As outlined in Chapter One, guanxi and relationship marketing are the main strands of
this thesis. Accordingly, this chapter reviews a wide range of relevant literature in order
to establish the domain of guanxi and relationship marketing and to reveal the gap in the
prior literature. Further, it is logical that to begin to solve a research problem, it is
necessary to establish what is already known (Baker, 2005). This is done in four parts,

where the chapter is being structured as follows.

The first part defines the concept of guanxi, the first theme of this thesis, analyses its
characteristics, identifies its variables, reviews its types, and discusses the advantages
and disadvantages, and models of guanxi. Next, the second part provides an insight into
to the relationship marketing area by presenting the origins, definitions, variables,
programmes, advantages and disadvantages, process, and consequences of relationship
marketing. This is followed by the penultimate part, which provides a comprehensive
analysis of the similarities and differences between guanxi and relationship marketing,
as a foundation upon which the theoretical framework can be developed. Finally, part
four presents the theoretical model that links guanxi and relationship marketing and
their association with customer retention, as well as develops the theoretical and
managerial implications of such a linkage and the research hypotheses. Moreover, the
conclusion of each part consists of a reprise of the main points of the part and the
manner in which the reviewed literature offers a theoretical foundation for the proposed

model provides in this thesis.
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Part One: Guanxi

2.2. Definition of guanxi

Establishing quality and strong relationships with customers can be an important factor
in doing business in today’s complex and highly competitive markets. One of the
approaches that is used to build these kind of relationships is guanxi, which is a Chinese
term denoting to interpersonal networks with a strong effect and considerable

significance in most facets of relationships (Fan, 2002b).

Guanxi is a “Chinese cultural phenomenon” (Fan, 2002a, p. 374) that has multiple
meanings, beyond the English synonyms of “relation” or “connection” (Huang, 2008, p.
468). For example, guanxi can refer to (1) the relationship between people with shared
characteristics, (2) active and repeated contact between people, and (3) infrequent,

direct communication with a person (Bian, 1994, p. 974).

In the academic literature, guanxi has been variously conceptualized. Some scholars
have referred to guanxi as a relationship or special relationship. For instance, Alston
(1989, p. 28) defines guanxi as “special relationships two persons have with each other”
with unlimited exchange of favours, with each of them fully committed to the other.
Osland (1990, p. 8) adds that guanxi is “a special relationship between a person who
needs something and a person who has the ability to give something”. Yang (1988, p.
409) considers guanxi to be “pre-existing relationships of classmates, people from the
same native-place, relatives, superior and subordinate in the same workplace, and so
forth”.

Other studies view guanxi as a tie. Jacobs (1979) defines guanxi as particularistic ties
based on shared attributes. In addition, Bian (2006, p. 312) describes guanxi as a
“particular and sentimental tie that has the potential of facilitating favour exchanges
between the parties connected by the tie”. In addition, guanxi is variously interpreted as
interpersonal friendship (Ang and Leong, 2000); reciprocal exchange (Hwang, 1987);
“tight, close-knit networks” and a “gate or pass” (Yeung and Tung, 1996, p. 54); and

“interpersonal connections” (Xin and Pearce, 1996, p. 1641).

Moreover, Fan (2002a, p. 372) views guanxi from a problem-solution perspective and
defines it as “a process of social interactions that initially involves two individuals A

and B. A may or may not have special relationships with B. A asks B for assistance
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(favour) in finding a solution to a problem. B may have the solution at hand, or more
often, has to seek further assistance from other connections, (i.e.) to start another
process.” Many authors support and use Fan’s definition (e.g., Chen and Chen, 2004;
Luo, 2007; Zhang and Zhang, 2006).

Although many firms consider guanxi an important factor for conducting business in
China and a necessary condition for achieving business success, in itself guanxi is not

sufficient to persuade customers to customers to buy their products (Tsang, 1998).

2.3. Characteristics of guanxi
A number of significant features underlie the cultivation, use and preservation of

guanxi, as summarised in Figure 2.1.

Figure 2-1: Characteristics of guanxi

Social
Network
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Transferable

Int ibl CiTrass) Long-Term
ntangi e - - =
g Characteristics

Utilitarian Personal

Contextual

Source: Adapted from Arias (1998), Bjorkman and Kock (1995), Geddie et al. (2005),
Luo (1997, 2007) and Tsang (1998).

First, guanxi is essentially a social network. Guanxi is constructed on interactions that
comprise exchanges that are predominantly social in nature, although business
exchanges may also occur. There are two primary elements in guanxi networks as social
networks, one being the links or connections with particular individuals and the other,
the environment surrounding the individuals (Arias, 1998; Bjorkman and Kock, 1995).
This suggests that the business relationship is a consequence of the social relationship
(Arias, 1998; Bjorkman and Kock, 1995).

Second, guanxi comes from Confucius’ teachings. Researchers have traced the origin
of Chinese guanxi networks back to the Confucian teachings and principles (Bian and

Ang, 1997; and Kienzle and Shadur, 1997). A basic Confucian assumption is that
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people have relationships with each other and that the most important relationships are
“ruler/subject, father/son, older brother/younger brother, husband/wife, and older friend/
younger friend” (Hofstede and Bond, 1988, p.8). Moreover, King (1991, p. 79) stated
that “guanxi is deeply embedded in Confucian social theory and has its own logic in
forming and in constituting the social structure of Chinese society”. Confucius’
teachings and principles are not a religion but lessons and pragmatic rules in practical
ethics that can be used for daily life. These teachings and principles are derived from
what Confucius concluded from the lessons of Chinese history (Hofstede and Bond,
1988)

Third, guanxi is personal. Guanxi is usually considered at the individual level (Tsang,
1998) whereas the relationships are built among people, not among organisations
(Arias, 1998). To a great extent, this elucidates the difference between guanxi and inter-
organisational networking in Western societies (Arias, 1998). Guanxi among
organisations is first created and then built upon by personal relationships (Arias, 1998).
Hence, the organisation loses the guanxi of the individual who brought a guanxi
connection if he or she goes to a new organisation, as this connection will go with him
or her (Arias, 1998). However, the intensive use of guanxi at the organisational level
has increased. This is because organisations have started to encourage employees to use
their personal guanxi for organisational purposes by rewarding and promoting them

through either a commission or bonus (Luo, 1997).

Fourth, guanxi is long-term oriented. In Confucian societies, it is understood that
social interactions take place are taken into account in the long term. Members of such
societies hold that duality is present in all facets of life (Luo, 2007). All guanxi
relationships are developed and strengthened by regular contact and interaction in the
long term, and also regarded as a type of savings account which can be stored and
drawn upon if required. Guanxi relationships do not come to an end, but can pass from

one generation to another generation if constantly maintained (Luo, 2007).

Fifth, guanxi is contextual. Guanxi depends entirely on context. For example, giving a
gift in one situation is accepted as customary gift giving. In a different situation, it

might be considered instrumental or it might be seen as bribe (Luo, 2007).

Sixth, guanxi is essentially utilitarian rather than emotional. Guanxi links people

through favours exchange rather than emotions. In addition, Guanxi relationships
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without exchange of favours are easily ended (Luo, 2007). Moreover, this principle
facilitates the extension of individual guanxi to organisational associations. Employees
earn benefits such as bonuses, commissions, and promotions when they transfer
personal guanxi to the organisation. It is also possible for organisations to take
advantage of each others’ guanxi, if there is complementarily of resources and the two

parties have a strategically need each other (Luo, 2007).

Seventh, guanxi is intangible. People in the guanxi network are trusted and committed
to each other by an unwritten, invisible, and understood code of equity and reciprocity
(Luo, 1997). Disrespecting this code can seriously damage a person’s social reputation
for a person and consequently leads to loss of face, the same as refusing to return a
favour for a favour (Luo, 1997).

Lastly, guanxi is transferable. If person A wants to make relationship with person C,
A has guanxi with B and B also has guanxi with C, then B can suggest A to C (Luo,
1997; Tsang, 1998). The success of guanxi as a transferable feature will depend on the
feeling of satisfaction of person B with his guanxi relationships with both A and C
(Luo, 1997; Tsang, 1998).

Hence, the previous discussion reveals that guanxi has several characteristics, which
make it a rich and comprehensive network of a cultural and social nature. Although
companies can benefit from guanxi characteristics, however, they should consider the
negative consequences. For instance, being transferable allows companies to take
advantage of their employees’ guanxi in promoting the firm, but at the same time, being
personal could make companies struggle if the employee who brought a guanxi
connection leaves (Arias, 1998). In this respect, Luo (2007) points out that it is not
difficult to be aware of the importance of guanxi and to understand its features, but that
finding and carrying out a suitable method of satisfying guanxi relations is not as simple
(Luo, 2007). Overall, guanxi development is considered an art of building the
relationships.

2.4. The variables of guanxi

Many studies discussed the variables of guanxi (Chen, 2001; Geddie et al., 2002, 2005;
Hwang, 1987; Kiong and Kee, 1998; Tsang, 1998; Wang, 2007; Yang, 1994; Yau et al.,
2000) and illustrated guanxi as multi-dimensional construct. Although there is no

consensus among guanxi authors about what constitute guanxi variables, in a general
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sense, bonding, empathy (renging), reciprocity (bao), personal trust (xinyong), face
(mianzi) and affection (ganging) are recognized as the main variables of guanxi. All
these variables are viewed as components of guanxi as summarised in Figure 2.2.
Having reviewed the literature of guanxi, the variables can be summarised as follows:

Figure 2-2: Variables of guanxi

Guanxi Variables

Bonding

Personal Trust or
Xinyong

Reciprocity or Bao

Empathy or Renging

Face or Mianzi

Affection or Ganging

Source: Adapted from Chen (2001), Geddie et al. (2002, 2005), Hwang (1987), Kiong and Kee (1998),
Tsang (1998), Wang (2007), Yang (1994) and Yau et al. (2000).

2.4.1. Bonding

Bonding in the Chinese context is a social or business behaviour in society via mutual
commonalities and common backgrounds, which is used to eliminate doubt between
parties (Yau et al., 2000). Kiong and Kee (1998) indicate potential bases of bonding
(which are considered guanxi bases), as shown in Figure 2.3. These are “kinship”,
“fictive Kkinship”, “locality and dialect”, “trade associations and social clubs”,
“workplace” and “friendship” (Kiong and Kee, 1998, pp, 77-79). Based on the
categories of Kiong and Kee (1998), Tsang (1998) divided bonding into two bases. The
first is a blood base and comprises members of the family and of a clan, who are
identified by locality and dialect, fictive kinship and kinship. The other is a social base
which comes through social interactions with colleagues, business partners and friends.

The closer the base, the more effectively a bond can serve to remove doubt.

However, it is also possible for individuals who do not have any of these backgrounds
in common to develop relationships. A common identity can also be created through
collaboration and cooperation between partners, which assist in developing a tie and,
thus, relationship (Tsang, 1998).
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Figure 2-3: Guanxi bases
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Source: Adapted from Kiong and Kee (1998).

2.4.2. Empathy or renging

Yau et al., (2000, p. 19) define empathy as “the ability to understand someone else’s
desires and goals”. It is extremely significant for people within guanxi ties to seek to
know their partners and their requirements very well. Empathy is irreplaceable since it
Is specific to two parties, such as sharing the inner feeling or personal concerns. Chinese
express themselves implicitly and vaguely as Yau et al., (2000, p. 19) illustrated that
“what is not said is more important than what is said”. In particular, the communication
model of Western people is sender-centered as a form of self-centeredness whereas that
of Chinese is receiver-centered and thus the role of empathy becomes vital for

maintaining a relationship.

2.4.3. Reciprocity or bao

Geddie et al. (2005) and Luo (1997, 2007) believe that guanxi is initialised with the
tacit promise of limitless exchanges of favours and sustained in the long term by a
similarly tacit loyalty to others in the network which means an unwritten code of
reciprocity (bao). A person who likes receiving favours only without giving anything
will lose his/her face in the society (Barnes, Yen, & Zhou, 2011; Luo, 1997). In general,
guanxi includes the idea of constant mutual obligation throughout a long period,
involving the fulfilment of specifications of the agreement, and sustaining each other's

reputation (Tsang, 1998).

There are three interrelated aspects of social actions in terms of reciprocity between two
individuals (Lebra, 1976). The first issue is related to timing; Chinese should return the
favours in the appropriate time, which might be banked and returned in the future. If

people within the guanxi network attempt to return the favour immediately, it might
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destroy their ongoing relationship, but they should return the favour as soon as the
opportunity arises (Nie, Zhong, Zhou, Jiang and Wang, 2011). The second issue is
related to interdependence for mutual benefits, which means that the motivation for a
member of the network to do a favour may be an intention to obtain a favour in return.
The third issue is related to equality of value exchanged, whereby “Chinese frequently
return the reciprocation with greater value than what they received before in order to
maintain their reputation and also sustain the future relationship” (Yau et al., 2000, pp.
18-19).

2.4.4. Personal trust or xinyong

Personal trust or xinyong mainly means establishing credibility via past history and
reputation in terms of the fulfilment of promises and obligations with mutual
satisfaction and beneficial interactions (Kiong and Kee, 1998; Yau et al., 2000).
Moreover, xinyong is an index to judge a person’s moral integrity and an initial channel
to positively enhance relations between two parties (Chen and Chen, 2004). Generally,
Chinese people place large value on trust and credibility in both social and business
contexts and especially, guanxi network members place significant emphasis on both
personal credibility and personal oral commitments and they regard insiders of the
guanxi network as definitely trustworthy. However, in recent years, this tendency has
changed. Insiders without credibility or who are deemed untrustworthy are excluded
from guanxi ties (Hsu, 2007). Once trust has developed among parties in a guanxi
network, conducting business within the network is less costly than conducting it
outside the network; for instance, there is less risk of loans or credit sales remaining
unpaid and, as contractual requirements are less complex, legal costs are lower (Geddie
et al., 2005).

2.4.5. Face or mianzi

Tsang (1998, p. 66) describes face or mianzi as the “public image” of a person or one’s
prestige and reputation. Lee and Dawes (2005) and Nie et al. (2011) argue that face
refers to the positive image in a relation context. In Chinese culture, one’s reputation is
rooted in one’s past behaviours, particularly moral behaviour. Chen (2001, p. 74)
defined mianzi as “a social standing based on one’s characteristics and reputation within
a given social group”. In other words, mianzi is not generated by self-recognition but by
others’ opinions. Furthermore, mianzi can also represent the entire group’s reputation;

therefore, every member in this guanxi network has the responsibility to protect and
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gain from it. When one of the members of the guanxi ties acquires mianzi, this honour
does not belong to an individual, but to the whole network and is mutually beneficial.
Similarly, if someone damages another’s mianzi, one member can destroy the group’s
prestige. Chen (2001, p. 72) stated that “mianzi is also reciprocal: it is a shared
responsibility not to damage the standing or reputation of others”. Mianzi, hence, could
be seen as a sort of moral norm, whereby, everyone does their best to gain it in order to
maintain their dignity. This further leads to harmony and peace in society, which is the
goal of Confucianism. The concept of mianzi presently extends from a social and moral
aspect to a business aspect and develops as a key point to preserve guanxi (Chen, 2001;
Shou, Guo, Zhang and Su, 2011; Tsang, 1998).

2.4.6. Affection or ganging

It can be described as feeling and emotional attachment amongst members of the guanxi
networks (Barnes et al., 2011; Wang, 2007). It is often an indicator of closeness of
guanxi members and reflects the quality of a relationship; thus, it is a significant
variable (Barnes et al., 2011; Chen and Chen, 2004; Wang, 2007). Yang (1994)
explained it as an interpersonal relationship, which highlights emotional exchanges
rather than obligation. The existence of affection between two parties is irreplaceable
and unique, and is a key to establishing lasting and firm guanxi networks, as it is
difficult for other parties to imitate and replace (Barnes et al., 2011). To build up
ganging, the experience of sharing and interaction through living, working or studying
together is a prerequisite (Tsang, 1998). To strengthen the guanxi, individuals have to
invest time to cultivate ganging (Tsang, 1998). The closest and most intimate affection
only exists among family members. As there is no affection inherent in a business
relationship, investment should often be made in affection to develop a good guanxi
(Shou et al., 2011; Wang 2007).

In conclusion, a review of the literature and an analysis of guanxi models reveal that
some variables, which are conceptually similar, are addressed with different names. For
example reciprocity, which is an important element within guanxi that is used to
maintain and keep the relationship for long time between guanxi members, has been
called favour-exchange by Wong, Leung, Hung and Ngai (2007) and favour by Wong
(1998). Similarly, Lee et al. (2001) have used bonding, which refers to common links
between guanxi members, as perceived similarity. This weakness could cause confusion

and might hinder deeper understanding of the meaning of guanxi. Although, there is no
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consensus among guanxi authors about what constitute guanxi variables, in a general
sense bonding, empathy, reciprocity, personal trust, face, and affection are recognized

as the main variables of guanxi.

2.5. Types of guanxi

Many types of guanxi have been cited in the literature. Commonly, it has been
categorised according to its base, purpose or nature of interaction. A detailed review of
literature has been undertaken and Table 2.2 developed by the author to review guanxi
types in the relevant literature and summarise the key papers (Chen and Chen, 2004,
Fan, 2002a, 2002b; Hwang, 1987; Su and Littlefield, 2001; Tsang, 1998; Yang, 1995;
Zhang and Zhang, 2006).
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Table 2-2: Review of guanxi types in the main studies

Studies Guanxi Types Guanxi Scope Guanxi Key Features Downside of the Classification
Expressive Tie Members of primary groups | Permanent and stable | This type considers the tie or relationship
such as family members, | relationship based on | as being emotion-orientated only, which is
close friends and congenial | obligation. not accurate. Actually it’s mixed between
groups. emotion-orientated and reciprocal (Zhang
and Zhang, 2006).
Instrumental Tie Purely strangers. Unstable and temporary | This type considers the relationship
Hwang relationship. between buyer and seller as a guanxi
(1987) relationship while it is not a guanxi (Zhang
and Zhang, 2006). Hwang did not
demonstrate the role of intermediaries.
Mixed Tie Among neighbours, It does not necessarily exist
classmates, colleagues, forever, but the mixed tie can
teachers and students. last as long as both parties see
each other frequently.
Jiaren Guanxi Family members. Principle of interactions
(Family Relationship) responsibility while there is low
reciprocity and unconditional
trust and feeling of love.
Obeying the obligation rule.
Shuren Guanxi Familiar persons such as Principle of interpersonal favour
(Familiar Relationship) | friends, neighbours, and moderate reciprocity.
Yang colleagues, classmates, etc.
(1995) Emphasizing more reciprocity
than obligation.
Shengren Guankxi Strangers Principle of gain and loss, high | Did not consider intermediaries during
(Strangers Relationship) reciprocity initiation of relationship with strangers
where, they define strangers as those
Obeying the instrumentality | whom the person meets for the first time
rules and with whom there is no common
identity or intermediaries
Blood Guanxi Family members, relatives, Trust and mutually depended.
Tsang members of the same clan.
(1998) Social Guanxi Members in the same Generally social interaction.

organisation.
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Studies

Guanxi Types

Guanxi Scope

Guanxi Key Features

Downside of the Classification

Su and Littlefield

Favouring-Seeking Family  members, clan | Culturally rooted.
Guanxi relatives and friends.
Rent-Seeking Guanxi Strangers. Institutionally defined. Did not consider intermediaries during

initiation of relationship with strangers.

(2001) They define strangers as those whom the
person meets for the first time and with
whom there is no common identity or
intermediaries.

Fan Family Guanxi Emotional and instrumental.
(20022,2002b) Helper Guanxi Instrumental or utilitarian.

Business Guanxi

Purely utilitarian.

Chen and Chen
(2004)

Family Guanxi

Family members, relative
Kinship.

Familiar Guanxi

Former classmates,
colleagues, etc.

Stranger Guanxi

Strangers, people with or
without common
demographic attributes.

Zhang and Zhang
(2006)

Obligatory Guanxi Family ~ members and | Psychological identification,

(Quinging Guanxi) relatives. responsibility and obligation,
trust, longest, blood and
marriage.

Reciprocal Guanxi Fellow countrymen, | Favourable exchange,

(Renging Guanxi)

classmates or alumni and
colleagues.

reciprocity, trust and reputation,
longer, common background or
experience.

Utilitarian Guanxi
(Jiaoyi Guanxi)

Mere acquaintances.

Rent exchanges, utilitarianism,
less trust, common background
an intermediary

Source: Adapted from Zhang and Zhang (2006, pp. 380-381).
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As Figure 2.4 depicts, generally, guanxi tends to be viewed as having three broad types:
family guanxi, familiar guanxi and strangers’ guanxi (Chen and Chen, 2004; Fan,
2002a, 2002b; Luo, 2007; Yang, 1995). These “three categories of guanxi have
completely different social and psychological meanings to the parties involved, and are

governed by different sets of interpersonal rules” (Luo, 2007, p. 8).

Figure 2-4: Types of guanxi

Types of
Guanxi

Strangers | Familiar

Guanxi Guarnxi

Source: Adapted from Chen and Chen (2004), Fan (2002a, 2002b), Hwang (1987), Su and Littlefield
(2001), Tsang (1998), Yang (1995) and Zhang and Zhang (2006).

Family guanxi is based on birth or blood, like the relationship with family members,
clan relatives and members of the same kinship group. This type involves comparatively
permanent, strong and constant relationships, and has an affective component which
implies that part of one’s responsibility is for others’ well-being, although little or no
return may be expected in the future (Fan 2002a, 2002b; Luo, 2007). Further, Tsang
(1998) views family guanxi as the most important type of guanxi, on the premise that

blood is thicker than water.

In contrast, strangers’ guanxi includes all who are not inside the family and with whom
a significant relationship has yet to be established. This type of guanxi includes
acquaintances and common identity or intermediaries (Fan, 2002b). Interactions with
strangers are shallow and impermanent and do not involve affection, unlike those which
take place within the family (Luo, 2007).

Finally, familiar guanxi involves the relationship among parties who know each other
and keep a positive expressive component in their relationship, such as the relationship
with friends, neighbours, colleagues, classmates, alumni and members in the same
organisation. This type has a social base with mixture of both expressive and utilitarian
forms (Chen and Chen, 2004; Fan, 2002a, 2002b; Luo, 2007; Yang, 1995). Also,
Hwang (1987) adds that this type of guanxi cannot end as long as both sides often see

each other.
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There are many scholars who support the notion of those three types of guanxi; for
instance, family guanxi, strangers guanxi and familiar guanxi are considered similar to
what Hwang (1987, p. 949) termed “expressive ties”, “instrumental ties” and “mixed
ties” respectively. Yang (1995, p. 28) also introduced the concept of guanxi that is
divided into three types: “jeered guanxi” (which resembles family guanxi), “shoran
guanxi” (which resembles familiar guanxi) and ‘“shengren guanxi” (which resembles
strangers’ guanxi). In support of Hwang (1987) and Yang (1995), Fan (2002a, p. 372)
classified guanxi into three classes: “family,” “helper,” and “business.” However, Fan
defines business guanxi as a “process of finding business solutions through personal
connections” (Fan, 20024, p. 373). In addition, Chen and Chen (2004), when developing
their process model for guanxi, agreed with the former to divide guanxi into family,
familiar and strangers types. Finally, and after reviewing the main studies about guanxi,
a recent study by Zhang and Zhang (2006, p. 379) classified guanxi into: “obligatory
guanxi”, “reciprocal guanxi” and “utilitarian guanxi”, which are the same classes of
guanxi proposed by Fan (2002a, 2002b) and Chen and Chen (2004), but named

according to the nature of the exchange.

Although all scholars are in general agreement about those three major types of guanxi,
there are some key differences in the fine details among the studies. For instance, there
is a dispute over a need for an intermediary. Su and Littlefield (2001) and Yang (1995,
p. 28) argue that the relationship with strangers “shengren guanxi” can be formed
without using an intermediary. Fan (2002a, 2002b) and Zhang and Zhang (2006)
indicate that a common person or intermediary is necessary to start the guanxi
relationship with strangers, as guanxi without a base or common person (intermediary)

means confusion in the concept of guanxi (Zhang and Zhang, 2006).

In addition, Chen and Chen (2004); Hwang (1987); Lee et al. (2001); Su and Littlefield
(2001) propose that instrumental or strangers’ guanxi includes the relationship between
buyer and seller. This point of view has been criticised by Zhang and Zhang (2006) who
argue that the guanxi relationship goes before the market relationship (buyer-seller),
although they believe that guanxi and the buyer-seller relationship are certainly
interrelated and complete each other. Zhang and Zhang state that guanxi is an “informal
interpersonal relationship implying mutual trust which cannot be stated directly and
explicitly by the legal system” while the buyer-seller relationship is a “formal legal
contract relationship defined and protected by the institutional framework” (Zhang and

Zhang, 2006, p. 379).
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Furthermore, in many published articles, guanxi is regarded as being only reciprocal or
utilitarian rather than emotional (Ang and Leong, 2000; Fan, 2002a; Leung, Wong &
Wong, 1996; Millington, Eberhardt & Wilkinson, 2005; Su, Sirgy & Littlefield, 2003).
On the contrary, Chen and Chen (2004) demonstrate another point of view, that all
types of guanxi whatever its base; involve both the exchange of emotion and utilitarian
motive, even though the extent to which a given type of exchange applies may vary
depending on the type of guanxi.

To sum up, according to the guanxi basis, interpersonal relationships can be classified
as belonging to one of three types of guanxi, which are very complicated, elastic,
dynamic, intertwined and have no specific borderline between them (Fan, 2002a,
2002b). Depending on changes in the “intensity,” “importance,” “frequency” and the
basis of the relationship, it is not impossible for the guanxi between two parties
gradually to shift from one type to another. For instance, guanxi network members may
have different types of relationships with different parties and treat them differently
(Fan, 2002a, p. 374). Moreover, within each category, the relationship can differ in the
degree of intimacy and strength. For example, the relationship with a colleague who
was a classmate will be stronger than the relationship with other colleague who was not

a classmate (Luo, 2007).

Finally, after reviewing the existing literature on guanxi, it could be concluded that
much emphasis has been given to the classification of guanxi, its types and how such
types and various relationship principles interact. However, less emphasis has been give
to the function, objectives and measurement of these types of guanxi (Chen and Chen,
2004).

2.6. Advantages and disadvantages of guanxi

After reviewing the relevant literature, it is clear that there is a debate regarding the
impact of guanxi on business effectiveness and its outcomes. While some scholars and
practitioners suggest that guanxi leads to many benefits for organisations (e.g. Davies,
Leung, Luk and Wong, 1995; Dunfee and Warren, 2001; Leung and Yeung, 1995; Luo
and Chen, 1997; Tsang, 1998), others have written about the disadvantages of guanxi
and its negative impact on the business (Chen, 1995; Davies et al., 1995; Fock and
Woo, 1998; Yi and Ellis, 2000). Table 2.3 shows the advantages and disadvantages of

guanxi presented by the main studies.
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Table 2-3: Advantages and disadvantages of guanxi in the main studies

Main Studies
Guanxi Advantages Daviesetal., | Leung & Yeung | Yeung & Tung, | Luo& Chen | Luo | Fock & Woo | Tsang | Yi&Ellis | Dunfee & Warren
(1995) (1995) (1996) (1997) (1997) (1998) (1998) (2000) (2001)
Source of information y \
Providing information about the N
market trends
Providing information about the N
government policies
Providing information about import N
regulations and restrictions
Providing information about N
business opportunities
Source of resources N N N
Facilitate import license applications N
Facilitate approval of advertisement \
Facilitate approval of applications to N N
provincial government
Facilitate approval of applications to N N
central government
Help in recruitment and selection of N N
labour and job search
Securing electricity for joint ventures N
Securing land for joint ventures N
Securing row materials for joint N
ventures
Building up the company’s N N
reputation/image
Smooth transportation arrangements N N
Smooth collection of payment y N
Increase prospecting of customers N N
Increase sales revenue y \ N
Enhance negotiation \ \ \
Gain new business N \
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Guanxi Advantages

Main Studies

Davies et al.,
(1995)

Leung & Yeung
(1995)

Yeung & Tung,
(1996)

Luo & Chen
(1997)

Luo
(2997)

Fock & Woo
(1998)

Tsang
(1998)

Yi & Ellis
(2000)

Dunfee & Warren
(2001)

Eliminate competition

\/

\/

Facilitate daily and future
transaction or business operations

\/

\/

\/

Enhance efficiency and
effectiveness of firm performance
(profitability, asset turnover, and
domestic sales growth)

Source of sustainable competitive
advantage

Keep existing clients

Avoid bureaucracy procedures
government investigations

Substitute for the direct contacts
with state and party personnel

Secure long-term survival and
growth

Enhance chance of success

Increase business introductions

Secure relationships

Guanxi Disadvantages

\/
\/
\/

Main Studies

Dauvies et al.(1995)

Expensive

Chen (1995)
\/

Leung et al. (1996)
\/

Fock & Woo (1998)
\/

Yi & Ellis (2000)
N

Time consuming

\/

\/

v ¢

\/

Perceived as being Corrupt

\/

\/

Source: Adapted from Chen (1995), Davies et al. (1995), Dunfee and Warren (2001), Fock and Woo (1998), Leung et al. (1996), Luo (1997), Luo and Chen (1997), Leung and
Yeung (1995), Tsang (1998), Yeung and Tung (1996) and Yi and Ellis (2000).
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The benefits of guanxi in doing business have recently become of interest to many
researchers. Davies et al. (1995) identified a series of guanxi benefits, which help to
improve of the companies’ competitive advantage. Davies, with his co-authors, reached
these benefits from the results of a survey (questionnaire) directed to Hong Kong
Chinese managers. The results showed that guanxi benefits was divided into three
general categories under which were listed the more particular guanxi benefits, as
shown in Figure 2.5. The first category identified as “sources of information”. The
second category recognized as “source of resources”. The third category of guanxi
benefits were defined as “other benefits” as they did not fall into either of the other
categories (Davies et al., 1995, pp. 210-211).

Figure 2-5: Guanxi benefits according to Davies et al., 1995

Guanxi
Benefits

Sources of Sources of Other
Information Resources Benefits

' ' !

1- Market trends 1- Import license applications 1- Building up the company’s

2- Government policies 2- Approval for advertisement reputation/image

3- Import regulations 3- Approval for applications to 2- Smooth transportation

4- Business opportunities provincial government arrangements

4- Approval for applications to 3-Smooth collection of payment
central government

5- Recruitment of labour

6- Securing land, electricity, and
row material for joint ventures

Source: Adapted from Davies et al. (1995, p. 211).
Moreover, based on the mean score for each benefit the results provide ranking for

guanxi benefits, as depicted in Table 2.4. In support of Davies et al. (1995), Yeung and
Tung (1996) argue that using guanxi networks in the long-term, with principles of

reciprocity and face, will secure the resources for long-term survival and growth.

The results of Davies et al.’s (1995) study are also criticized by Fock and Woo (1998)
as being too general, since guanxi “performs different roles and has different effects for
different business managers...thus, guanxi should not be regarded as a marketing tool
with the same attributes for everyone and the different applications of guanxi should be
distinguished for executives at different levels” (Fock and Woo, 1998, p.34).
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Table 2-4: Ranking of guanxi benefits according to Davies et al. (1995)

Score Rank Guanxi Benefits Mean Score
1 Smooth collection of payment 4.70
2 Provide information on import regulations 4.56
3 Provide information on government policies 4.53
3 Smooth transportation arrangements 4.53
4 Provide information on business opportunities 4,51
5 Facilitate approval of applications to provincial government 4.47
6 Facilitate approval of applications to central government 4.39
7 Facilitate import license applications 4.38
8 Building up the company’s reputation/image 4.30
9 Provide information on market trends 4.14
10 Securing electricity for joint ventures 3.81
11 Securing land for joint ventures 3.60
12 Securing row materials for joint ventures 3.45
13 Facilitate recruitment of labour 3.25
14 Facilitate approval of advertisement 3.07

Source: Adapted from Davies et al. (1995, p. 211).
Later, in 1998, Fock and Woo conducted a survey based on responses from 128 Hong

Kong business managers who fell into two groups according to experience with the
Chinese market. The larger group contained experienced executives while younger and
less-experienced executives were in the second group. The respondents were asked to
give a comparative significance to the benefits of guanxi on a scale of 1 to 5, (5 = high,
3 = mid-point), which defined what the respondents thought about the benefits of

guanxi.

As illustrated in Table 2.5, the overall scores of guanxi across various benefits show
that, in general, respondents did not think that guanxi was of great benefit to them.
Overall, there were considerable variations between the two groups of executives.
Respondents in the first group generally held more positive views of all guanxi benefits
than did those in the second group.

Table 2-5: Ranking of guanxi benefits according to Fock and Woo (1998)

. . Mean Score
Score Rank Guanxi Benefits All Respondents | Group (1) | Group (2)
1 Enhance chance of success 3.63 4.14 2.93
2 Gain new business 3.56 4.19 2.70
3 Facilitate future transactions 3.41 3.91 2.74
4 Simplify business process 3.33 3.76 2.74
5 Increase sales revenue 3.31 3.22 3.44
6 Secure relationships 3.30 3.68 2.78
7 Increase business introductions 3.19 3.54 2.70
8 Improve negotiations 3.00 3.32 2.56
9 Eliminate the competition 2.63 2.95 2.19

Source: Fock and Woo (1998, p. 38).
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Building on the studies of Davies et al. (1995) and Fock and Woo (1998), Yi and Ellis
(2000) conducted research in which they investigated the perceptions of Mainland
Chinese executives regarding the advantages and disadvantages of guanxi and made a
comparison their findings with data gathered from a sample of Chinese executives from

Hong Kong

As shown in Table 2.6, both groups of respondents gave less importance to the role of
guanxi in making the collection of payments due easier and to its role in building
corporate image. Further, both groups rated the “elimination of competition” as being
the least likely advantage. However, the Hong Kong respondents were more likely to

agree that guanxi offers “no benefits” (Yi and Ellis, 2000, p. 5).

Table 2-6: Ranking of guanxi benefits according to Yi and Ellis (2000)

Score Rank Guanxi Benefits Mean Score
Hong Kong group | Chinese group
1 Increase prospecting of customers 4.21 4.13
2 Gain new business 4.02 4.00
3 Facilitate future transactions 3.84 4.03
4 Increase sales revenue 3.97 3.73
5 Source of resources 3.87 4.13
6 Source of information 3.84 4.13
7 Enhance negotiation 3.66 3.70
8 Facilitate logistics and payment collection 3.37 3.03
9 Build company image 3.32 3.63
10 Eliminate competition 3.21 2.50
11 No benefits 2.37 1.70

Source: Adapted from Yi and Ellis (2000, p. 28).

Likewise, Leung and Yeung (1995) conducted a questionnaire survey among Hong
Kong entrepreneurs. The study aimed to examine the reasons for negotiation success or
failure and determine the critical success/failure factors for business negotiation with
small businesses in China. According to the results, only one item, guanxi or “good
personal relationship” scored a ‘“high importance to the success of business
negotiations” in small business in China. However, the item “use of old friends
approach in negotiations” (which is part of guanxi) had a moderate importance rating
(Leung and Yeung, 1995, p. 72-74)

In respect to the influence of guanxi on the performance of firms or ventures in China, a
study by Luo and Chen (1997) empirically examined the influence of guanxi on the
performance of firms operating in China. The study included both Chinese domestic
firms (CDFs) and foreign-invested enterprises (FIEs). The findings indicated that
guanxi has a positive effect on the effectiveness of companies working in China (Luo

and Chen, 1997).
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In the same year, Luo did quite similar research to examine empirically the relationship
between guanxi and the performance of, only, foreign-invested enterprises (FIE)
operating in China. The moderating effect of features of FIE was also examined (Luo,
1997). The findings suggested that guanxi had a positive effect on their accounting and
market performance (Luo, 1997). According to the positive impact of guanxi on firms’
performance, success and competitive advantage, managers in China have been advised
to gain an understanding of the important role of guanxi, to consider guanxi as a
strategic resource and to learn ways of developing and preserving guanxi networks
(Leung et al., 1996; Luo and Chen, 1997; Tsang, 1998).

Finally, Dunfee and Warren (2001) argue that managers can use guanxi to retain current
customers, facilitate access to new clients, avoid bureaucracy procedures and
government enquiries, avoid time-consuming approval procedures on a new product,
thus bringing the product to the market more quickly, and sell goods to relatives which
otherwise could not be sold. Other managers are offering the new jobs to people from
their personal network (e.g. previous classmates). Moreover, guanxi may be employed
as way of filtering job candidates, as it is a requirement in some organisations that
potential new recruits be able to demonstrate that they have a strong network of

business relationships (Dunfee and Warren, 2001).

However, despite the positive functions and benefits of guanxi, empirical studies also
show the dark side of guanxi, arguing that developing and retaining guanxi is a time-
consuming, expensive and perceived as being corrupt (Fock and Woo, 1998; Yi and
Ellis, 2000). Concerning the cost of guanxi, in some cases, companies rely strongly on
guanxi to the point where the development and continuance of the guanxi network
occupies a great deal of the company’s resources, and the risks and costs of guanxi may
be greater than any potential advantages that could be gained. In this situation, guanxi
becomes an unbearable burden which firms try very hard to get rid of. This situation is
called guanxi evasion (Chen, 1995). Accordingly, Tsang (1998) advises organisations to
conduct a cost-benefit analysis before deciding whether or not to establish guanxi, as

time, money, and effort are required for creating and maintaining guanxi.

In respect to corrupt behaviours such as favouritism and nepotism, it is predicted that
this disadvantage of guanxi can be reduced with further development of the open
economy, stronger government control and more stringently enforced anti-corruption
laws (Arias, 1998; Davies et al., 1995).
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Finally, although guanxi is considered an important factor for doing business and is
believed to be a necessary condition for achieving business success, it will not be
sufficient alone, as guanxi alone according to Tsang (1998), will not make customers
buy a company’s products. This point of view drives the need for this study, which
seeks to involve guanxi within the marketing process. The findings of this study will
provide insights into how SMEs can link guanxi with relationship marketing and use
both of them to retain customers. Moreover, it is clear that much of the work and
understanding of guanxi in the literature focuses on the Chinese perspective, while there
is hardly any work which has been done in the Middle East, specifically the Egyptian

context, which is another motive behind conducting this study.

2.7. Models of guanxi

This section provides an insight into the key models of guanxi through reviewing the
guanxi literature. There was no comprehensive guanxi model in the literature until
Wong (1998) proposed his conceptual model of guanxi and its interaction with

relationship performance.

Consequently, a number of models followed Wong’s model (e.g. Buttery and Wong,
1999; Gu, Hung and Tse, 2008; Lee et al., 2001; Su, Mitchell and Sirgy, 2007; Wong et
al., 2007). Some of these models are empirically tested (e.g. Gu et al., 2008; Lee et al.,
2001; Wong, 1998) and others are just constructive or conceptual frameworks with
some propositions (e.g. Buttery and Wong, 1999; Su et al., 2007; Wong et al., 2007).
Moreover, in some of these models, guanxi is considered as a uni-dimensional construct
(e.g. Gu et al., 2008; Lee et al., 2001; Su et al., 2007) while in others guanxi is
presented as a multi-dimensional construct (e.g. Buttery and Wong, 1999; Wong, 1998;
Wong et al., 2007). Generally, there is no consensus in the guanxi literature about what
constitute guanxi variables. Moreover, the variables differed among the models; some
used guanxi antecedents as constructs (Wong, 1998), and others divided guanxi into
types then built variables for each type (Wong et al., 2007). In the remainder of this

section, the researcher reviews the key models of guanxi.

In 1998, Wong attempted to contextualize guanxi by operationalising guanxi variables

and investigating the effects of these variables on relationship performance. Wong

(1998) introduced a conceptual model of guanxi and its interaction with relationship

performance. This model contains two major components: A) guanxi constructs (trust,

adaptation, favour and dependence); and B) guanxi performance indicators (relationship
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quality, sales performance, termination costs and formalization). Regarding the results
of this model there are two major conclusions: (1) Trust and adaptation are positively
correlated to overall relationship quality but the correlation between adaptation and
relationship termination costs is negative. (2) Adaptation is an important construct, as

indicated by positive correlations with future sales perception.

Later, in 2001, Lee et al. developed and tested a conceptual model of antecedents and
consequences of guanxi to study the business relationships between Hong Kong and
Chinese business people in the Chinese market. They proposed ‘“decision making
uncertainty”, “opportunism”, and “perceived similarity” as antecedents to “guanxi”,
which has a positive impact on “relationship performance” mediated by “relationship
quality” and “interdependence” (Lee et al., 2000, p. 52). The findings of Lee et al.’s
(2001) study showed that “opportunism” has a negative impact on guanxi, and both
“perceived similarity” and firm's “decision-making uncertainty” have a positive impact
on guanxi. Moreover, “relationship quality” and “interdependence” are successfully
mediating the relationship between “guanxi” and “business performance” (Lee et al.,
2000, p. 63).

After introducing the conceptual model of antecedents and consequences of guanxi,
Wong et al. (2007) proposed their conceptual framework of guanxi building. The aim of
the proposed framework is to examine ways in which guanxi can be developed and
sustained in a Chinese environment. The findings indicate that commitment is a main
condition for establishing quality business relationships (guanxi), and such relationships

have a positive effect on company performance (Wong et al., 2007).

In the same year, Su et al. (2007) developed a model for effective guanxi. They define
effective guanxi to be “a trust-commitment/power-dependence relationship among firm
stakeholders that is dynamic (cumulative, utilitarian, and long-term), yields
socioeconomic benefits (positive work morale, group harmony, and enhanced
effectiveness), and is substantively distinct from bribery” (Su et al., 2007, p. 310). In
the model, guanxi is divided into two groups; “internal guanxi” and “external guanxi”.
“Internal guanxi” comprises the different functional departments and all the associations
inside the company, while “external guanxi” comprises all the groups of stakeholders

outside the company (Su et al., 2007, p. 310).
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Consequently, the authors developed eight testable propositions aim to identify
necessary guanxi partners (important guanxi and less important guanxi participants). Su
et al. (2007) intended propositions to serve as a basis for further study. Further, Su et
al.’s (2007) model of guanxi has three aims. The first is the identification of all the
guanxi relationships required to conduct business in China. The second is the
classification of these relationships into “core”, “major”, and “peripheral” guanxi. The
third is to show how each department in the company can react effectively to various
guanxi stakeholders (Su et al., 2007, p. 309).

Recently, Gu et al. (2008, p. 12) proposed an integrative framework that separates the
risks and advantages of guanxi and depicts the organisational procedures to embed
guanxi as a key corporate competence. The proposed model aims to answer the
following questions: (1) ‘Does guanxi still matter?” (2) ‘How does guanxi affect firm
performance?’ And (3) ‘when does guanxi exhibit negative impacts?’ (Gu et al., 2008,
p. 13). The results indicate that guanxi through its variables (information, trust, and
control) affects positively the firm “market performance”. Moreover, guanxi has a
significant influence on “sales growth” and “market share”, which supports the notion
that guanxi has a positive effect on “market performance”. In addition, the results
illustrate that guanxi is positively related to “firm capability”, which in turn has a
significant effect on “sales growth” and “market share” (Gu et al., 2008, pp. 23-24)

2.8. Summary and knowledge gaps

This part of the chapter sought to provide a theoretical foundation for the current
research by extensively reviewing the extant guanxi literature. Specifically, this part has
presented and critically discussed the definition of the guanxi concept, the first theme of
this thesis, analysed its characteristics, identified its variables, and reviewed its types. In
addition, the part has discussed the advantages and disadvantages of guanxi and

critically introduced a summary of guanxi models.

Although the previous researches are rich in details, this does not mean that they are not
without gaps and problems. Based upon extensive review and critical discussion of
major themes of guanxi, several knowledge gaps in the guanxi literature have been
highlighted and concluded, some of them are relevant and drive the need for this study.
There is no agreement about the variables of guanxi. Also there is no study which has
investigated all guanxi variables together and investigated which variables are key. In
addition, there is no agreement about whether guanxi is a uni-dimensional (e.g. Gu et
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al., 2008; Lee et al., 2001; Su et al., 2007) or multi-dimensional construct (e.g. Buttery
and Wong, 1999; Wong, 1998; Wong et al., 2007). Also, there are few empirical guanxi
models (e.g. Gu et al., 2008; Lee et al., 2001; Wong, 1998), those few models need to
be validated in different contexts. In addition, although a few studies theoretically
addressed connections between guanxi and firms’ success and competitive advantages
(Ambler, 1994; Luo, 1997; Tsang, 1998), they failed to specify how and in what ways
guanxi can be viewed as a necessity leading to and underpinning firm success and
competitiveness. Furthermore, no model linking guanxi and relationship marketing has
been cited in the literature, although many scholars suggest the importance of this link
(Bjorkman and Kock, 1995; Geddie et al., 2002, 2005). Moreover, much of the work
and understanding of guanxi-type relationships to date focuses on the Chinese
perspective while little work spotlights the Western perspective. Further, there is hardly
any work undertaken in the Middle East and developing countries, especially Egypt,
which, like any country, has its unique political, cultural, social and economic settings.
In other words, knowledge gaps exist, and guanxi is still a concept, which has yet to
acquire a full understanding. This section has conveyed the deficiencies of extant
literature, and provided not only a theoretical foundation but also a rationale for the

current research.

The next section reviews the concept of relationship marketing, the second theme of this
thesis, in order to provide a better understanding of this concept and explore any gaps in

the relationship marketing literature.
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Part Two: Relationship Marketing

2.9. Origins of relationship marketing theory

The concept of relationship marketing has emerged from the field of services marketing
and business-to-business marketing to challenge the traditional marketing approach,
which was based completely on transactions and the notion of the marketing mix
(Berry, 1983; Jackson, 1985; Gummesson, 1987; Christopher et al., 1991; Gronroos,
1994). Gronroos (1994) views relationship marketing as an alternative to the traditional
marketing approach that is capable of absorbing the dynamics and interactions in firms’
relationships with business-to-business customers as well as final consumers. Moreover,
according to Gummesson (1999, p. 252) a new approach or paradigm means that “a
science or discipline is given a new foundation, with new values, new assumptions, or

new methods. The accepted and established must be set aside.”

Bruhn (2003) and De Burca et al. (1995) claim that the traditional marketing approach
is full of problems and unable to absorb the growth in marketing, especially in the area
of services. In addition, they described the traditional marketing approach as a deficient
and manipulative paradigm, which does not consider important aspects such as
relationships and interactions in its mix, as the relationships and interactions do not play

a big role in this paradigm.

2.10. Relationship marketing vs. transaction marketing

Baker, Buttery and Richter-Buttery (1998) argue that relationship marketing should be
understood as an extension of traditional marketing rather than a new definition of the
marketing. This point of view becomes clear when comparing the distinctive features of
transaction marketing versus those of relationship marketing. Table 2.7 begins this
process by summarising the differences between relationship marketing and

transactional marketing as they appear in the literature.
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Table 2-7: Comparison of relationship marketing with transactional marketing

Criterion

Relationship Marketing

Transactional Marketing

Dominant marketing
function

Interactive marketing
(supported by marketing mix activities)

Marketing mix

Primary object

Relationships and customers retention

Transactions

General approach

Interaction-Related

Action-Related

Perspective

Evolutionary-Dynamic

Static

Basic Orientation

Orientation to customer value
(Implementation-Oriented)

Orientation on product features
and 4Ps (Decision-Oriented)

Production focus

Mass customization

Mass production

Time perspective

Long-Term focus

Short-Term focus

Fundamental strategy

Maintenance of existing relationship

Acquisition of new customers

Focus in decision

All phases focus on post-sales decision

Pre-Sale activities

process and action

Market bound Market is relatively bound by networks Market is bound by countries
and alliances and regions

Alliances and Business alliances and networks are Alliances and relationships not

networks essential essential

Cost High cost advertising and high cost Too high cost advertising

relationship building and keeping

Price Elasticity

Customers tend to be less sensitive to price

Customers tend to be more
sensitive to price

Intensity of contact
with customers

High

Low or moderate

Degree of mutual
dependence

Generally high

Generally low

Measurement of
customer satisfaction

Managing the customer base
(Direct Approach)

Monitoring market share
(Indirect Approach)

Customers
information system

Real-Time customer feedback system

Ad Hoc customer satisfaction
surveys

Focus on customer
service

High customer service emphasis

Little emphasis on customer
service

Dominant quality
dimension

Quality of interaction is dominant
(Functional Quality Dimension)

Quality of output is dominant
(Technical Quality Dimension)

Production of quality

Quality is the concern of all

Quality is primarily concern of
production

Role of internal
marketing

Substantial strategic importance to success

No or limited importance to
success

Importance of
employees for
business success

High

Low

Differentiation

Creativity is important for differentiation.
long-term and close relationships,
adaptation, putting customer at the centre
of the organisation is a source of
differentiation

Quality product is important for
differentiation.

Marketing mix can be used for
differentiation

Source: Adapted from Gronroos (1994), Henning-Thurau and Hansen (2000, p. 5) and Zineldin (2000).

First, transaction marketing has a short-term perspective, which focuses on beginning

individual transactions with clients, whereas the key feature of relationship marketing is
a long-term orientation (Dwyer and Schurr, 1987; Webster, 1992; Bruhn, 2003).

Relationship marketing focuses on managing and controlling relationships with

customers through assessing customer lifetime value and starting relationships

according to the value of such relationships over a number of years (Bruhn, 2003; Little

and Marandi, 2003). Furthermore, companies evaluate the success of relationships in
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terms of “how long a customer is kept in the relationship and the share of customer
wallet” (Little and Marandi, 2003, p. 28). In addition, Gummesson (1999, p. 9) argues
that long-term orientation entails viewing customers, suppliers and others as partners
rather than conflicting parties. This view creates collaboration and promotion of mutual
values. Relationship marketing should abandon the ‘win-lose’ situation created by

traditional marketing approach and brings about a ‘win-win’ situation.

Second, the important point of transaction marketing activities is selling products and
services, while the decisive point of relationship marketing is both customers and
products or services (Dwyer et al., 1987; Webster, 1992; Gummesson, 1999; Bruhn,
2003). Little and Marandi (2003, p. 29) claim that relationship marketing moves the
marketers’ focus from just acquiring the market share to keeping customers’ share and

gaining a bigger share of their ‘wallet’ by selling more and more products and services.

Third, in the case of traditional marketing approach the 4Ps, segmentation, and
branding are very important (Little and Marandi, 2003). Moreover, there are no
relationships between the seller and the customer; the supplier plays the ‘active part’
while the consumer is the ‘passive part’ (Gronroos, 1994, p. 9). In contrary,
relationships and interactions are the key concepts in relationship marketing (Little and
Marandi, 2003, p. 28).

Gronroos (1994, p. 14) argues that “the four Ps were never applicable to all markets and
to all types of marketing situations [thus there is a need to develop] alternative
marketing theories” to fit better the reality of industrial and services marketing. In
addition, De Burca et al. (1995) add that introduction of the relationship marketing
approach does not imply that the traditional marketing approach is not essential; it is
still important but will be taken in the context of the management of customer
relationships. Similarity, Gronroos (1994) adds that the marketing mix and other
concepts will not be less important than before. For instance, segmentation, promotion,
branding and other concepts in the old paradigm will still be vital but under the
umbrella of the new paradigm. In summary, since the 1950s, the marketing mix has
been considered the dominant paradigm and believed to be a universal truth. Nowadays,
new perspectives, paradigms, and approaches are needed in the market place, which
take the customer as a focal point, in addition to being more market-oriented and less
manipulative. One of these paradigms is supposed to be relationship marketing
(Gronroos, 1994).
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Fourth, for relationship marketing, the marketing strategy strives to attain a dialogue
with the customer in order to align products and services with customer needs while the
strategy for the traditional marketing approach is presenting the product (Bruhn, 2003).
Moreover, Ndubisi (2003) argues that the only real strategy to grow business is through
a mutual relationship with customers, which allows a business to understand their needs

more and more as well as to generate and deliver greater value.

Fifth, the promotion strategy differs according to the type of interaction. The promotion
strategy in relationship marketing is achieved through a personal interaction (Bruhn,
2003) such as direct mail, tangible rewards, interpersonal communication, preferential
treatment and membership (Tseng, 2007), while transaction marketing uses a non-
personal promotion strategy (Bruhn, 2003).

Sixth, in the case of the relationship marketing paradigm, ‘“customer-specific
indicators” such as customer value and customer’s profit contribution are added to
classic economic profit and control parameters, i.e. profit, profit margin contribution,
sales and costs (Bruhn, 2003, p.13).

Seventh, the goal of transaction marketing activities is only gaining new consumers, in
contrast to relationship marketing, which focuses mainly on customer retention and

recovery before gaining new consumers (Bruhn, 2003).

2.11. Definition of relationship marketing

Several researchers including Gronroos (1994); De Burca et al. (1995); Gummesson
(1996) and Egan (2001) have noted that the definition of relationship marketing varies
widely and there is lack of a common definition among academics.

However, by reviewing the literature, Berry (1983, p. 25; 2002, p. 61) defines
relationship marketing as “attracting, maintaining and enhancing customer
relationships.” This definition, which introduces relationship marketing as a marketing
paradigm with a strategic viewpoint, “focuses on the significance of attracting new
customers as a first step in marketing activities” (Bruhn, 2003, p. 10) and also stresses
the importance of maintaining or retaining customers (Berry, 2002; De Burca et
al.,1995).
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Gronroos (1990) expanded Berry's ideas, stating that, relationship marketing aims to
find, maintain, and enhance relationships with customers and other partners so that the
objectives of the company and customers and all partners will be achieved by mutual
exchange and implementation of promises. In respect to the promises, Calonius (1988)
argues that suppliers make promises concerning products, services, information, social
responsibilities, and a variety of commitments. On the other side, the consumers make
promises relating to their commitment in the relationship with suppliers. These
promises should be respected by both the supplier and the customer for their benefit.
Moreover, Reichheld and Sasser (1990) added that fulfilling these promises that have

been given is very important to achieve customer satisfaction and long-term profitability

Shani and Chalasani (1992, p. 34) also added that “relationship marketing is an
integrated effort to identify, maintain and build up a network with individual consumers
and to continuously strengthen the network for the mutual benefit of both sides, through
interactive, individualised and value-added contacts over a long period of time”.
Moreover, Gummesson (1994, p. 5) described relationship marketing as “relationships,
networks, and interaction”. He argued that in order to have relationships, first, at least
two parties are involved with each other. Second, when there are more than two (many
complex relationships), networks are produced. These complex networks, parties
interact with each other, with exchange of values and supporting mutual activities as the
centre of these interactions. This definition suggests a more holistic perspective and
leads to a broader domain for relationship marketing, and it is the only definition that

includes the concepts of networks and interactions.

Finally, Morgan and Hunt (1994, p. 22) focused on the process of relationship
marketing and offered broad definitions by stressing win-win and long-term orientation
by stating that “relationship marketing refers to all marketing activities directed towards
establishing, developing and maintaining successful relational exchanges”. This
definition is a more inclusive definition of relationship marketing. It includes ten
separate types of relationship marketing which are divided into four groups: the first
group is “buyer partnerships” which include “intermediate customers” and “ultimate
customers.” The second group is “supplier partnerships”, including “goods suppliers”
and “services suppliers”. The third group is “internal partnerships,” which contains
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“functional departments,” “employees” and “business units.” The last group is “lateral
partnerships” which consists of “competitors,” ‘“non-profit organisations” and

“government.” However, even if marketing activities apply to different groups,
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customers represent the core of these groups. In addition, customer relationships are the
focal factor for corporate success, and their quality, in turn, is dependent on the
company’s relationships with the remaining groups (Gummesson, 1994; Morgan and
Hunt, 1994; Bruhn, 2003). Therefore, this research will focus mainly on customer
relationships and how to attract customers, maintain them and build a long-term

relationship (customer retention)

From the preceding discussion, it is clear that understandings of relationship marketing
differ somewhat and there is no single definition of relationship marketing which is
“universally accepted” but there is a high degree of commonality among the definitions
(De Burca et al., 1995). These diverse definitions support Buttle’s (1996) suggestion
that relationship marketing is a term that has yet to acquire uncontested meaning. To

date this lack of consensus still exists.

2.12. Key variables of relationship marketing

Based upon reviewing an abundance of relationship marketing models widely cited in
the literature, a number of the key variables for relationship marketing have been
revealed, as shown in Figure 2.6. Trust is cited in Adamson et al. (2003), Gruen (1995),
Hunt et al. (2006), Morgan and Hunt (1994), Ndubisi (2004), Ndubisi and Wah (2005),
Samiee and Walters (2003), Sin et al. (2002), Sin et al. (2005), Smith and Barcley
(1997), Sividas and Dwyer (2000), Van Zyl and Mathur-Helm (2007), Wong and Sohal
(2002) and Yau et al. (2000). Commitment is cited in Adamson et al. (2003), Grossman
(1998), Morgan and Hunt (1994), Ndubisi and Wah (2005), Samiee and Walters (2003)
and Wong and Sohal (2002). Dwyer et al. (1987), Ndubisi and Wah (2005) and Samiee
and Walters (2003) consider conflict handling. Communication is cited by Morgan and
Hunt (1994), Ndubisi and Wah (2005), Sin et al. (2002), Sin et al. (2005) and Van Zyl
and Mathur-Helm (2007). Empathy is supported by Hunt et al. (2006), Ndubisi (2004),
Ndubisi and Wah (2005), Sin et al. (2002), Sin et al. (2005) and Van Zyl and Mathur-
Helm (2007). Shared values is supported by Morgan and Hunt (1994), Hunt et al.
(2006), Sin et al. (2002), Sin et al. (2005) and Yilmaz and Hunt (2001). Reciprocity is
supported by Ndubisi (2003), Samiee and Walters (2003), Sin et al. (2002), Sin et al.
(2005), Van Zyl and Mathur-Helm (2007) and Yau et al. (2000). Finally, Equity is
supported by Ndubisi (2003, 2004).
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Figure 2-6: Key variables of relationship marketing

Relationship Marketing

Variables

Organizational
Trust

Commitment

Conflict Handling

Communication

Empathy

Shared Values

Reciprocity

Equity

Source: Adapted from Dwyer et al. (1987), Grossman (1998), Morgan and Hunt (1994), Ndubisi (2003),
Ndubisi and Wah (2005), Sin et al. (2002) and Wong and Sohal (2002).

Based upon reviewing an abundance of relationship marketing research papers widely
cited in the literature (Appendix 1), most studies in the literature of relationship
marketing have viewed trust and commitment as main variables of relationship
marketing, while a few of them included the rest of the variables, which made authors
such as Ndubisi (2006) consider variables such as empathy, shared values, reciprocity,
and equity as ‘less common’. Furthermore, there is hardly any empirical study, which
has employed all these variables together in one study. The following discussion will
provide an overview of all the variables of relationship marketing, which have been

cited in the literature.

2.12.1 Trust

Trust is a basic factor in relationship marketing (Morgan and Hunt, 1994) since the level
of trust between exchange partners is a significant measure of the strength of
relationship marketing (Wong and Sohal, 2002). Trust has been defined in different
ways in the literature of relationship marketing. Moorman, Zaltman and Deshpande
(1992) and Moorman, Deshpande and Zaltman (1993) defined trust as the ability to
depend on an exchange partner on whom one has self-confidence. Sin et al. (2002)
consider trust as a element which controls the extent to which each partner can depend
on the promises offered by the other partner, given that satisfying promises plays an
important role in achieving customer satisfaction and protecting long-term profitability
(Reichheld and Sasser, 1990). Calonius (1988, p. 90) argues that the ‘promise concept’
is a key variable in building trust marketing relationships. He explains that marketing
responsibilities comprise both making promises and convincing customers to keep
promises, which helps to maintain and improve the relationship between buyer and

seller
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The literature reveals that trust is the central variable in relationship marketing. For
example, Berry (1983) argues that trust is very important in building satisfaction and
loyalty. In addition Berry and Parasuraman (1991) and Morgan and Hunt (1994) believe
that trust is a requirement for relationships between the company and the customers, and
is the cornerstone of building these relationships and making customers more satisfied
and loyal, which reflected in their retention. Moreover, Sin et al. (2002) claim that an
increase in the level of trust between the customer and the supplier raises the possibility

of building satisfaction and a long-term relationship between them.

Morgan and Hunt (1994, p. 22) added that among features that help the success or not
of relationship marketing, trust is ‘key’ because it encourages marketers to “work at
preserving relationship investments by cooperating with exchange partners, resist
attractive short-term alternatives in favour of the expected long-term benefits of staying
with existing partners, and view potentially high-risk actions as being prudent because

of the belief that their partners will not act opportunistically.”

To sum up, trust is considered a key variable leads to satisfaction, cooperative
behaviours among parties, long-term relationship and success of relationship marketing
(Morgan and Hunt, 1994; Sin et al., 2002).

2.12.2. Commitment

Commitment is another important variable for the relationship marketing concept and a
useful factor for measuring the probability of customer retention and predicting future
purchase rate (Dwyer et al., 1987; Gundlach, Achrol and Mentzer, 1995; Morgan and
Hunt, 1994). Commitment is considered one of the most important variables used in

buyer-seller relationship studies (Wilson, 1995).

In the field of marketing, commitment is defined as a continuing desire to maintain a
good relationship (Moorman et al., 1992). Moreover, Dwyer et al. (1987) suggest that
commitment means a motivation to make short-term sacrifices to catch long-term
rewards. It is argued that customers become more committed to an organisation when
they believe that more value will be gained from this organisation, which consequently
affects those customers and makes them more willing to give back effort in return for
the rewards they obtained previously. At the same time, organisations will still benefit
from the mutual exchange relationship with their committed customers (Mowday,

Steers and Porter, 1979). This has some important implications. For instance, in the
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field of retail marketing, when a customer establishes a relationship with a salesperson,
the customer intention is likely to be related with store loyalty as long as the salesperson
remains at that store (Macintosh and Lockshin, 1997). Although this might be a sign of
a positive relation between commitment to the salesperson and loyalty, however, it
might also lead to customer and purchase loss if the salesperson leaves the store (Beatty,

Mayer, Coleman, Reynolds and Lee, 1996).

2.12.3. Conflict handling

Conflict handling is defined as the firm's ability to minimize the negative results of
observable and possible conflicts by avoiding and solving conflicts before they create
problems, as well as discussing solutions in honestly when problems occur, since the
way that firms deal with conflicts will influence customers' satisfaction and loyalty
(Dwyer et al., 1987). Rusbult, Farrell, Rogers and Mainous (1988) argue that three
factors could determine why customers might engage in conflict handling behaviours:
the level of previous satisfaction with the relationship, the degree of the person's

investment in the relationship and an evaluation of the alternatives.

2.12.4. Communication

Communication is the capability to offer valuable information at a suitable time
(Ndubisi, 2007). Today, there are new ways of interaction and communication between
suppliers and consumers during all stages of the marketing process, including mobile
phone and e-mail (Ndubisi and Wah, 2005). Communication is considered the “glue
that holds together a channel of distribution” (Mohr and Nevin, 1990, p. 36). Many
reasons have been cited in the literature of relationship marketing for the growing
importance of communication. Communication allows the company to be in touch with
its customers, provide them with reliable information about products and services at the
appropriate time, inform them of any changes in products and services, provide them
with information on quality problems and enable the company to respond proactively if
a delivery problem occurs (Sin et al., 2002; Ndubisi and Wah, 2005). Furthermore,
communications play a vital role in solving any problems and making customers more
satisfied through telling customers what the organisation is actually doing for them,

correcting any misunderstanding, and clearing all causes of dissatisfaction.

In addition, effective communication may lead to a better relationship between both the

sellers and the buyers or companies and customers, which in turn lead to more satisfied

and loyal customers (Morgan and Hunt, 1994; Sin et al., 2002; Ndubisi, 2007).
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Moreover, communications help in creating customer awareness toward the suppliers’
products and services, build up and shape consumer preference, and encourage
customers to buy (Ndubisi, 2007).

2.12.5. Empathy

Empathy is defined as the ability to understand the desires and goals of the other side
and allows for both relationship parties to understand each other’s viewpoint
(Parasuraman, Zeithaml, Berry, 1988; Sin et al., 2002). Ndubisi (2004, p.75) adds that
empathy “refers to compassion or benevolence, which denotes kindness or goodwill on
the part of both partners.” Moreover, Ndubisi (2004) clarifies the importance of
empathy for both parties in terms of its role in growing up a relationship, increasing and
implementing the goodwill and kindness. This is supporting Buttle’s (1996) view that
relationship marketing should have a benevolent aspect and claims that empathy has an
ethical consideration in relationship marketing, as partners who would like to be treated
empathically are more likely to treat others in the same way. Few empirical studies have
addressed issues relating to empathy and relationship marketing, despite the importance

of empathy in building such relations (e.g. Sin et al., 2002; Sin et al., 2005).

2.12.6. Shared values

Shared values are defined as common beliefs between partners, usually about what
behaviours, aims, and rules are fundamental or not, suitable or unsuitable, and correct or
incorrect (Morgan and Hunt, 1994). Shared values are considered an important variable
of relationship marketing. They are a cornerstone of each definition of relationship
marketing. For instance, Evans and Laskin (1994) define relationship marketing as a
process where the companies construct a long-term rapport with both current and
potential customers whereby, both consumer and supplier work to establish a common
set of specific aims, policies and values. Further, Levy and Zaltman (1975, p. 27)
mentioned in their definition that in relationship marketing, people or groups are
engaged in reaching shared values and generate “patterned relationships with one
another". Consequently, it can be argued that when both partners have common aims or

values, they will be satisfied and try to enhance their relationships.

2.12.7. Reciprocity
Reciprocity is the aspect of a business relationship that makes one of the parties able to
give something (help, support or payment) to the other party in exchange for a

comparable thing (help, support or payment) to be taken or received later (Sin et al.,
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2002). Sin et al. (2002, 2005) argue that relationship marketing includes reciprocity,

interaction and commitment.

2.12.8. Equity

Equity is a significant variable of relationship marketing (Ndubisi, 2004). It provides
fairness in the relationship between the customer and the company. To achieve mutual
goals for both customers and sellers, in a successful and efficient way, equity is needed,
which involves balanced sharing of information, threats and any other factors (Lewis,
1996). Equity permits firms to regard clients as assets to the firm that generate profit but
need an outlay to obtain and keep (Anderson, Fornell and Lehmann, 1994). Both
companies and customers are more willing to create and grow equity as it ensures
balanced gains, where sellers provide customers with satisfactory goods and services in
a good environment and on the other side, customers pay money in the form of prices. If
this condition is missing, then equity is absent which might lead to dissatisfaction and
end of the relationship between the company and customer (Ndubisi, 2003). Despite the
identified importance of equity as a construct for relationship marketing, it is rarely
addressed in the literature (Ndubisi, 2004).

2.13. Relationship marketing investment programmes.

Relationship marketing investment programmes are also called relational bonding.
Liljander and Strandivik (1995) and Wilson and Mummalaneni (1986) argue that a
variety of relationship investment programmes are needed in order to strengthen the

relationship with customers.

Relationship marketing investment refers to the sellers’ extra effort; adoption of
policies; and small favours or considerations, such as meals, gifts, or personalized notes,
to generate customer gratitude, which leads to reciprocal behaviours and customer
retention (Palmatier, Jarvis, Bechkoff and Kardes, 2009). Generally, relationship
marketing investment tends to be viewed as having three types of programmes:
financial (economic), social, and structural (Berry, 1995). In support, several authors
such as Hsieh, Chiu and Chiang (2005), Lin, Weng and Hsieh (2003), Peltier and
Westfall (2000) and Wang, Liang and Wu (2006) recommend that companies can build
a good relationship with customers by developing one or more types of relationship

programmes.
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Firms applying relationship marketing investment programmes as a type of inducement
or customer relationship investment. Such programmes try to encourage the customers
to purchase again from the company, further linking the customer to the overall
company. Webster (1992) indicates that repeat transactions lead to relationship
formation. Both Doney and Cannon (1997) and Palmatier, Gopalakrishna and Houston
(2006) demonstrate that relationship marketing programmes help build relationships
with customers and/or other organisations. Palmatier et al. (2009, p. 13) also
demonstrate that relationship marketing programmes positively affect customers’
“feelings of gratitude,” which in turn lead to greater customer purchase intentions. The
three types of programmes are considered in this thesis as separate variables, in order to
investigate the impact of each one on relationship quality and customer retention.

Therefore, they are discussed more fully below.

2.13.1. Financial investment programmes

Financial investment programmes include free products, discounts, membership, or
other financial incentives that encourage customers to re-purchase. In certain situations,
financial programmes can provide sufficient returns (Bolton, Kannan and Bramlett,
2000). Financial relationship marketing programmes are generally known as retention
or frequency marketing, where the sellers use financial programmes to enhance
customer retention (Berry, 1995; Berry and Parsuraman, 1991; Hsieh et al., 2005). For
instance, airlines companies often have frequent flyer programmes wherein regular
passengers on that airline collect points each time they fly and can then exchange them
for discounts or other benefits (Lin et al., 2003). As another example, hotels frequently
have loyalty programmes which offer such benefits as discounts on standard hotel rates

or free airport transfers (Berry and Parsuraman, 1991).

Day and Wensley (1988) argue that the advantages of applying financial programmes
cannot be maintained as it is easy for rivals to imitate the programmes. Berry (1995)
and Berry and Parsuraman (1991) considered financial programmes as the first and
weakest stage in constructing relationship with customers. Hsieh et al. (2005); Liang
and Wang (2005) and Smith (1998) argue that financial programmes should be used in
conjunction with other types of programmes (social and structural programmes). This
study used financial programmes as a significant component in the model linking

guanxi and relationship marketing in the SMEs sector in Egypt.
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2.13.2. Social investment programmes

Ling and Wang (2005) define social programmes as personal connections or links that
hold a buyer and seller together during interaction at work. Hsieh et al. (2005) and Lin
et al. (2003) offer a more comprehensive perspective in their definition of social
programmes as personal links relating to the buyer-seller relationship that offer
interpersonal interactions, friendship, and identification. This perspective comprises all

elements of personal treatment that clients may require from the firm.

Berry (1995) and Berry and Parasuraman (1991) indicate that social programmes are
considered the second step in maintaining customer satisfied. These types of
programmes go beyond the financial benefits and build a social bridge with customers,
and clients who receive personal treatment have stronger motives not to change to a
different company. Moreover, Liang and Wang (2005) highlight that social programmes
enhance relationship quality. However, Berry and Parasuraman (1991) assert that
deficiencies in service or significant differences in price will not be compensated for
social programmes. Moreover, Liang and Wang (2005, p. 68) argue that “although
social programmes cannot replace price attraction, social programmes provide
customised services that develop independent relationships, allow the customers to trust
and be satisfied with the retailers’ service, and assist understanding and learning about

the customer’s needs and expectations.”

From a broader perspective, social programmes include friendship, keeping in touch,
social support and any interpersonal contact (Price and Arnold, 1999). VIP treatment,
entertainment and visits to restaurants may also be included in social relationship
marketing programmes and are held to have a powerful effect on relationships and to be
difficult to copy. Because of social programmes, clients are likely to recommend the
company to others, re-purchase form the company and pay little attention to offers from
rivals (De Wulf, Odekerken-Schroder and lacobucci, 2001; Palmatier et al., 2006).

2.13.3. Structural investment programmes

Previous related literature proved that when companies applying structural investment
programmes, after financial and social programmes, customer retention usually increase
(Peltier and Westfall, 2000). Smith (1998, p. 79) defines structural programmes as “ties
relating to the structure, governance, and institutionalization of norms in a relationship.
The rules, policies, procedures, or agreements that provide formal structure to a
relationship; the norms or routines that informally govern interaction; and
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organisational systems and technologies, such as electronic mail or electronic data
interchange, that enable or facilitate interaction can provide psychological, legal, and
physical ties that bind parties to a relationship and make it difficult to consider other

exchange partners”.

Moreover, Berry (1995) and Palmatier et al. (2006) add that structural relationship
marketing programmes involve tailored order processing systems, specific staff
members, and customised packaging, which enhance efficiency and/or productivity for
clients, who therefore hesitate to change suppliers or to use more than one supplier.
Structural programmes necessitate a considerable effort to establish in order to provide
clients with customers unique advantages, but such programmes can lead to powerful
competitive advantages as clients keep their business with the organisation in order to
benefit fully from these services that are difficult for rivals to emulate (Berry, 1995;
Berry and Parasuraman, 1991). In addition, it would be both costly and difficult for
clients to provide such services for themselves (Berry and Parasuraman, 1991). Further,
Berry, (1995) and Berry and Parasuraman (1991) consider structural programmes to be
the peak of relationship marketing as they permit organisations to reinforce their
relationships with clients through the addition of structural links to social and financial

programmes

Generally, all three types of relationship marketing programmes are expected to have a
different positive effect on customer (Palmatier et al., 2006). The previous sections
reviewed the literature related to the three types of relationship marketing investment
programmes which were employed in the theoretical model proposed in this research.
These programmes have been discussed with regard to their definitions in the literature,
their development in the relationship process, and their division into financial, social

and structural types.

2.14. Advantages and disadvantages of relationship marketing

Various factors have been cited in the literature (Buttle, 1996; Peppers and Rogers,
1995) as having made a contribution to advancing the concept of relationship marketing
and reflecting its importance. For instance, almost all products and services have been
influenced by technological progress and the strongly competitive nature of worldwide
markets, which results in homogeneity of products and fragmentation of traditional
marketing segments, which occurred also as customers, became more demanding and
sophisticated, with rapidly changing buying patterns. In order to manage these
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challenges, relationship marketing is argued to help organisations offer exemplary
customer service, provide superior product/service benefits, pursue long-term vision,
engender customer commitment, focus on customer retention and ensure that quality is
the concern of all (Christopher et al., 1991).

Accordingly, adopting relationship marketing, from the company perspective, leads to
increased purchases, customer and employee retention, as well as free advertisement
through word-of-mouth (Zeithaml and Bitner, 1996). In support, Bejou, Ennew and
Palmer (1998), Little and Marandi (2003) and Mittal and Lassar (1998) explain that
customers acquired through relationship marketing will be more inclined to respond
positively to cross-selling activities, allowing companies to obtain a larger of
customers’ expenditure. Reichheld (1996) further asserts that this kind of customers
take less of a company’s time in personal selling, are less price sensitive, bring the
benefit of word of mouth advertising and have no acquisition or set-up costs.

Accordingly, all these benefits will be reflected on the company profitability.

From the customer perspective, Sheth and Parvatiyar (1995b, p. 256) demonstrate that
engaging in relationship marketing helps customers to achieve “greater efficiency” and
“cognitive consistency” in their decision making, reduces the task of information
processing, reduces their anxiety and perceived risks associated with future purchase
choices, provides them with high quality service or customized products and makes

them feel valued.

Regarding the disadvantages of relationship marketing, Hakansson and Snehota (1995)
argue that applying relationship marketing requires time, cost and effort from each of
the parties involved in the relationship, which should be weighed against the expected

gains.

2.15. Relationship development process

Relationships develop through stages, which evolve through a process over time
(Wetzels, De Ruyter and Van Birgelen, 1998). In general, the building and formation of
a relationship is seen as a series of exchanges that lead to increasing interdependence,
cooperation, and commitment. Several authors have introduced models explaining the

stages of the relationship development process, as shown in Table 2.8.
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Table 2-8: Relationship development

Dwyer et al. (1987) Ford (1980) Wilson (1995) Levitt (1983)
Awareness Pre-relationship stage Search and selection Meeting
Exploration Early stage Defining purpose Going out
Expansion Development stage Boundary definition Going Steady (courting)
Commitment Long-term stage Creating relationship value Marriage
Dissolution Final stage Hybrid stability Divorce

Source: Tynan (1997, p. 697).
The most widely cited model is the one introduced by Dwyer et al. (1987), which
described five phases for the development process of the relationship (seen in Table
2.8). A transition in how the parties perceive each other occurs in each of these phases.
In the “awareness” stage, parties in the relationship identify each other as viable
exchange partners. The “exploration” stage is a testing period for the relationship, as it
Is at this stage that the commitments, advantages, disadvantages and the possibility of
exchange are considered. In the expansion stage, the exchange parties continue to
benefit and to gain further advantages from their exchange, either implicitly or
explicitly. The commitment stage refers to the pledge of the exchange partners to
continue their relationship either implicitly or explicitly. Finally, the dissolution stage

refers to relationship termination.

As evident from Table 2.8, the model of Dwyer et al (1987) corresponds in some ways
to Ford’s (1980), Wilson’s (1995) and Levitt’s (1983) models. For example, the
awareness stage is similar to the pre-relationship stage in Ford’s model and the meeting
stage of Levitt’s model, as well as similar to the search and selection phase proposed by
Wilson. Consequently, although different authors used different expressions, it is
obvious that these models describe the same process of relationship development, in
which communications between parties are involved in different stages of relationship
development. This thesis will utilise the notion of relationship development stages in

developing and building the proposed research model.

2.16. Consequences of relationship marketing

2.16.1 Relationship quality

Relationship quality is one of the important consequences of relationship marketing
success and has been considered an area of interest in the relationship marketing
literature (Crosby, Kenneth and Cowles, 1990; De Wulf et al., 2003; Dorsch, Swanson
and Kelly, 1998; Hennig-Thurau and Klee, 1997; Hennig-Thurau, Gwinner and
Gremler, 2002; Kim and Cha, 2002; Kumar, Shcheer and Steenkamp, 1995; Morgan
and Hunt, 1994; Roberts, Varki and Brodie, 2003; Wang et al., 2006). Therefore, in the
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proposed research model, relationship quality is considered as one of the relationship

marketing consequences.

Smith (1998, p.78) defines relationship quality as “an overall assessment of the strength
of the relationship and the extent to which it meets the needs and expectations of the
parties based on a history of successful encounters or events”. In other words,
relationship quality refers to the extent to which the relationship with the company
meets the perceptions, needs, and goals of the customers (Wong and Sohal, 2002).
Moreover, Roberts et al. (2003, p. 190) add that “firms should be able to monitor the
quality of their consumers’ relationship with them, as well as the effectiveness of their
relationship programmes aimed at building relationship quality, since relationship
quality provides a metric for such assessment.” Moreover, relationship quality is
considered as a condition for long-term relationships and customer retention (Bejou et
al., 1996; Crosby et al., 1990).

On a different note, Ndubisi (2004), Ndubisi, Wah and Ndubisi (2007), Ndubisi, Khoo-
Lattimore, Yang and Capel (2011) and Wong and Sohal (2002) consider relationship
marketing as an antecedent of relationship quality, but to “date the need to examine a
comprehensive list of key relationship marketing [variables] as antecedents of

relationship quality and their level of contribution remains” (Ndubisi, 2007, p. 830).

2.16.2. Customer retention

Customer retention is defined as “customers’ state continuation of a business
relationship with the firm” (Keiningham, Cooil, Aksoy, Andreassen and Weiner, 2007,
p. 364). Gupta and Zeithaml (2006) also refer to customer retention as the willingness of
the customer to re-purchase from the company in the future. Customer retention is an
outcome of a successful relationship between a customer and an organisation and helps
to reduce profitable customers switching to competitors (Reichheld, 1996; Farquhar,
2005).

It is argued that customer retention ‘fits well” within the main objective of marketing
actions; it is considered one of the most important consequences of relationship
marketing and has been shown to be the primary goal of relationship marketing
(Gronroos, 1990). Thus, relationship marketing focuses mainly on customers’ retention
and recovery before gaining new consumers (Bruhn, 2003), since customer acquisition

is considered between five and ten times more expensive than customer retention
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(Gummesson, 1999). Also, customer retention is perceived as offering significant direct
and indirect advantages (Bruhn, 2003; Zeithaml, Berry and Parasuraman, 1996).
Regarding the direct impact of customer retention, it is claimed that customer
retention enhances economic performance in terms of turnover and costs (Zeithaml et
al., 1996). From a turnover perspective, it has been proved that customer retention has a
positive impact on both turnover and prices, which in turn enhance the company’s
overall revenues. Moreover, customer retention is supposed to increase purchasing
frequency as well as permit cross selling, which might lead to more sales. Also,
customer retention has been observed to increase customer willingness to pay a
premium price to reduce purchasing risk. Thus, it can be said that customer retention is
capable of generating high sales for a company (Bruhn, 2003). From a cost perspective,
Ndubisi (2007) argues the effect of experience will create additional cost saving. First,
serving retained customers can result in lower costs than serving newly acquired
customers. Also, that the cost of attracting and handling one new customer is five to six
times more than the cost of handling one retained customer (Ndubisi, 2007). Second,
customers can increase the efficiency of providing goods by applying their experience

with the supplier in numerous sectors (Bruhn, 2003).

Finally, there is an indirect impact of customer retention on other customers. Boulding
et al. (1993) argue that retained customers might encourage their friends and relatives to
buy from the company by recommending it to them, and never discourage current or
potential clients away from the supplier. This is viewed as word-of-mouth
communication, which has been proved to have an indirect impact on profits. Thus,
word-of-mouth can lead to gaining new customers while retaining current ones, without

any direct action from the product provider (Boulding, Kalra and Zeithaml, 1993).

2.17. Summary and knowledge gaps

The second part of this chapter has added to the theoretical foundation of the current
research by an extensive review of the relationship marketing literature. It has revealed
the origins of relationship marketing and identified the increasing recognition, in the
marketing literature, of the transactional marketing paradigm’s limitations and
incompatibility with the contemporary marketing environment. It reviewed the
increasing role and contribution of relationship marketing in comparison with the role
of transactional marketing in the marketing process, and highlighted the importance of

people in commercial relationships, which leads to increasing the importance of
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personal contact and customized service. This part also stresses the importance of
interaction between organisations and emphasises the importance of building,
developing and keeping trust, commitment, reciprocity, communication, equity, shared
values and empathy between parties. Relationship marketing investment programmes
were reviewed; further linking the customer to the overall company has been discussed.
Finally, attention was drawn to the importance and consequences of relationship

marketing in the current marketing environment.

It is evident from the preceding presentation and discussion that although a few authors
from services marketing (Crosby et al., 1990; Berry and Parasuraman, 1991) emphasise
the importance of personal contact in business relationships, inter-organisational rather
than interpersonal relationships are stressed in relationship marketing. Personal social
networks, which often play a role in determining business networks, have not been
given sufficient theoretical and empirical attention in relationship marketing. Therefore,
whereas at this stage of research there is evidence to suggest that much is known about
the characteristics of relationship marketing, whether these principles can be adopted in
the Egyptian context should be taken into careful consideration. While Westerners
accept either form of inter-organisational relationships, Egyptian SME managers tend to
prefer long-term personalized relationships, i.e. guanxi-type relationships (Al-Omari,
2003, 2009; Barakat, 1993), and through this type of relationships, to work with others
whom they trust and with whom they already have relationships (Abramson and Ai,
1997). According to Geddie et al. (2005) and Yau et al. (2000), people in Asian and
Arab countries prefer to deal with those they already know and to establish a
relationship before starting a business transaction.

Therefore, it can be argued that the extant relationship marketing literature provides an
incomplete picture of how Arab and Egyptian managers develop various connections
and undertake relationship marketing, and how these connections underpin and support
a company performance and success. Therefore, more extensive research is needed in
order to consolidate and contextualize this paradigm, where relationship marketing is
very important in both Western and non-Western contexts. It must however cope with
local changes influenced by non-Western forms and concepts of relationships; and
contextual background of generating relationships with customers (Gilbert and Tsao,
2000, Flambard-Ruaud, 2005). Moreover, much of the work and understanding of
relationship marketing to date focuses on the Western markets perspective (Ndubisi and

Wah, 2005; Flambard-Ruaud, 2005). There are few published papers on relationship
66



marketing relating to the Arab or Egyptian context - the focus of this research (Arafa,
1999; Alalak, 2002; Hassan, 2003). Egyptian studies on relationship marketing are
needed as many implications can be discovered, that will help academics conceptualise
the linkage between the Eastern type of relationships and relationship marketing, and
marketing practitioners in designing effective programmes to develop their customers’

retention.

Moreover, there is a debate among scholars regarding the relationship marketing
variables. For instance, Morgan and Hunt (1994) propose that trust and commitment are
both commonly regarded as the key relationship marketing variables that lead to
cooperative behaviours, which are conducive to relationship marketing success. Others
suggest that either trust or commitment alone is enough to build a relationship and
generate retention (Anderson and Weitz, 1992; Doney and Cannon, 1997; Gruen et al.,
2000; Jap and Ganesan, 2000; Sirdeshmukh et al., 2002). In addition, although there is
an abundance of research, which has studied these variables, there is no study, which
has investigated all these variables together and investigated which are more suitable for

building such relationships in the Arab world.

Based upon the review of guanxi and relationship marketing literature, a comparison
between guanxi and relationship marketing, which theoretically explores their inherent
connections and differences between them, will be put forward in the next section. This
comparison will help in identifying possible ways to link the concepts and provide the

foundation upon which the theoretical framework of this thesis can be developed.
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Part Three: Comparison of Guanxi and Relationship Marketing

2.18. The Comparison between guanxi and relationship marketing

Guanxi and relationship marketing have fundamental differences (Fan, 2002a; Wang,
2007), but they also have certain commonalities (Flambard-Ruaud, 2005; Wang, 2007).
Several scholars (Arias, 1998; Flambard-Ruaud, 2005; Geddie et al., 2005; Wang,
2007; Yau et al., 2000) consider, in a fragmented manner, the similarities and
differences between guanxi and relationship marketing and analyse them from various
perspectives. However, from a literature review, no comprehensive analysis of the
similarities and differences between guanxi and relationship marketing exists. Table 2.9
begins this process by summarising the comparison of guanxi and relationship
marketing as it appears in the literature. To understand fully the possible links between
them and to provide the foundation on which a theoretical framework can be developed,
the study critically reviews the major similarities and differences between guanxi and

relationship marketing.

Table 2-9: Comearison of guanxi and reIationshiE marketing

Criteria Guanxi Relationship Marketing
Network type Social network Business network
Network nature Particularistic Universalistic
Network foundation China and less capitalist economies In strongly capitalist economies
(Asia, Africa and Middle-East) (Western societies)
Network level of working Individual level Organisational level
Relationship nature Personal relationship Impersonal or organisational
relationship
Relationship established By people only By organisations’ people, symbols,
images and brands
Consequence of relationship and  |Personal relationship leads to transaction |Satisfactory transaction leads to
transaction relationship
Orientation Tactical Strategic
Exchange type Members exchange both favour and Members exchange economic
affection goods, services, etc.
Exchange partners’ role Implicit role expectations Explicit role expectations
expectations
Commitment type Affective commitment Calculative commitment
Guiding principles Morality and social norms Legality and rules
Relational behaviours Care and favour Cooperation
Motives for reciprocal behaviours |Face-saving Mutuality
Promises type Promises are often implicit Promises are often explicit
Deadline for fulfilling promises No deadlines or time frames exist for A well-defined deadline exists for
fulfilling promises fulfilling promises
Customer position Company and customer become one Customer is viewed as more of a
cooperative unit adapting to each other  |subset than a merged partner
Measure of customer expectations |It is difficult to measure customers’ Customers’ expectations and
and satisfaction expectations and levels of satisfaction satisfaction for most of the
for most of the promises given promises given can be measured
Importance of trust development |Relatively more important in guanxi Relatively less important in
than in relationship marketing relationship marketing than guanxi

Source: Adapted from Ambler (1994), Arias (1998), Bjorkman and Kock (1995), Davies et al. (1995),
Geddie et al. (2005), Gummesson (1996), Flambard-Ruaud (2005) and Yau et al. (2000).
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2.18.1. Similarities between guanxi and relationship marketing

Guanxi and relationship marketing have several similarities. First, both involve the
notion of relationship or connection, or two or more parties forming a bond (Alston,
1989; Arias, 1998; Flambard-Ruaud, 2005; Xin and Pearce, 1996). Second, they have
the same goal, namely, maintaining long-term relationships with partners rather than
building relationships on the basis of a single transaction (Flambard-Ruaud, 2005).
Wang (2007, p. 82) refers to this goal as “long-term orientation,” in which the exchange
partners focus on the relationship itself, thus minimizing conflict and creating a
harmonious environment to achieve permanent cooperation (Alston, 1989; Arias, 1998;
Xin and Pearce, 1996). Third, as Wang (2007) indicates, guanxi and relationship
marketing both value mutual understanding and cooperative behaviour. Despite these

similarities, fundamental differences also exist between the concepts.

2.18.2 Differences between guanxi and relationship marketing

Several scholars, e.g. Arias (1998); Bjorkman and Kock (1995); Geddie et al. (2005);
Flambard-Ruaud (2005); Wang (2007); and Yau et al. (2000) have discussed the
differences between guanxi and relationship marketing, analysed them from various
perspectives, and addressed certain points. The next sections provide an overview of the
major differences between the two concepts.

2.18.2.1. Strategic versus tactical orientation

Relationship marketing and guanxi are both concerned with long-term relationships
(inter-organisational and inter-personal), but their focus differs. Relationship marketing
has a strategic vision, whereas guanxi focuses more on tactical issues (Arias, 1998).
Prior research (Arias, 1998; Bruhn, 2003; Dwyer et al., 1987; Webster, 1992) views
long-term or strategic vision as the key feature of relationship marketing because it
covers the whole marketing process. According to Arias (1998, p. 152), relationship
marketing “involves redefining the business as a provider of services or solutions for the
customer, and rethinking the whole process of delivering the service from an integrated

process management perspective.”

In contrast, guanxi reflects the long-term relationship between people as well but also
mostly focuses on tactical issues. As such, firms tend to use guanxi only to solve current
problems (Arias, 1998), such as acquiring information on current market trends,
business opportunities, import regulations, and government policies (Davies et al.,

1995).
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2.18.2.2. Organisational versus individual orientation

Relationship marketing refers to all types of firms’ external and internal relationships
(Morgan and Hunt, 1994). Thus, relationship marketing is impersonal and mainly works
at the organisational level (Wang, 2007). Furthermore, “exchanging parties in Western
societies tend to have economic and impersonal involvement in networking, and

relational networking is mainly associated with commercial goals” (Wang, 2007, p. 82).

In contrast, with guanxi, partners are typically concerned with personal relationships at
the individual level (Wang, 2007). By definition, guanxi means a private, personal
relationship and represents the social capital owned by an individual as personal
property (Fan, 2002a). In addition, guanxi is characterised by affection, which is
considered an important factor in maintaining and enhancing personal relationships and
in making impersonal business relationships more personal (Wang, 2007). From a
business perspective, people who have affection care about and treat each other more as
friends than as business partners (Wang, 2007).

Arias (1998, p. 150) supports the notion of the impersonality of relationship marketing
and the personality of guanxi, arguing that with the relationship marketing perspective,
firms can create relationships through “symbols”, “images”, and “brands”. However,
with guanxi, in partners’ relationship development, “family names act as brand names,
they do not possess an independent personality distinguishable from the personality of
the members of the same family, as product and service brands do” (Arias, 1998, p.
150).

2.18.2.3. Calculative versus affective commitment

Flambard-Ruaud (2005, p. 59) argues that the exchange partners in relationship
marketing are economically and impersonally involved in the relationship, which results
in “calculative commitment”, or a commitment based on costs and benefits. Customers
are more committed to an organisation when they believe that more value can be gained
from that organisation (Mowday et al., 1979). Therefore, exchange partners in
relationship marketing tend to have more explicit role expectations than they do in
guanxi (Flambard-Ruaud, 2005).

In contrast, exchange partners in guanxi have emotional and individual involvement
which leads to affective commitment (Geyskens, Steenkamp, Scheer, and Kumar,
1996). Additionally, exchange partners in guanxi have a more implicit role than in
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relationship marketing, which encompasses reciprocal exchange of favours, mutual

protection, and enrichment of social status (Flambard-Ruaud, 2005).

2.18.2.4. Principles based on legality versus morality

The relational behaviours guiding the principles of guanxi are morality and social norms
(Arias, 1998; Flambard-Ruaud, 2005), whereas those of relationship marketing are
legality and rules (Flambard-Ruaud, 2005). In addition, the motive for reciprocal
behaviour in guanxi is to save face, whereas that in relationship marketing is to create

mutuality in relationships (Flambard-Ruaud, 2005).

2.18.2.5. Open versus closed system

Wang (2007, p. 83) asserts that “relationship marketing has a universalistic nature, in
which the network is relatively open to any exchange partners as long as one plays by
the rules of the game.” Western societies, where relationship marketing emerged, are
characterised by high trust, as people tend to trust each other although they are not
family members or relatives (Fukuyama, 1995). In contrast, guanxi is a network of
social relationships (Ambler, 1994; Bjorkman and Kock, 1995; Davies et al., 1995)
limited to those who have a common background, such as studying together, coming
from the same locality, working together, or having family ties (Bjorkman and Kock,
1995). Chinese society is a low-trust culture in which people extend trust only to family
and relatives and experience a lack of trust of those outside the family (Atuahene-Gima
and Li, 2002; Fukuyama, 1995).

In addition, Chinese culture tends to divide people into different levels of categories and
treat them according to in-group and out-group boundaries (Triandis, 1989). By
developing guanxi, firms can undergo the gradual move from outsider to insider status
so that long-term, close relationships can be built (Haley, Tan, and Haley, 1998). Thus,
guanxi is highly network specific, with an exclusive circle of members, and does not

open to anyone (Haley et al., 1998).

2.18.2.6. Relationship marketing constructs versus guanxi constructs

Academic literature reveals several relationship marketing variables, including trust

(Morgan and Hunt, 1994; Ndubisi and Wah, 2005; Wong and Sohal, 2002),

commitment (Grossman, 1998; Wong and Sohal, 2002), conflict handling (Dwyer et al.,

1987; Ndubisi and Wah, 2005), communication (Morgan and Hunt, 1994; Ndubisi and

Wah, 2005; Sin et al., 2002), empathy (Sin et al., 2002), shared values (Sin et al.,
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2002), reciprocity and equity (Ndubisi, 2003). Studies also discuss and illustrate guanxi

in terms of bonding, empathy (renging), reciprocity (bao), personal trust (xinyong), face

(mianzi), and affection (ganqging), all of which are considered components of guanxi
(Chen and Godkin, 2001; Geddie et al., 2002, 2005; Hwang, 1987; Kiong and Kee,
1998; Tsang, 1998; Wang, 2007; Yang, 1994; Yau et al., 2000).

Figure 2-7: The variables of guanxi and relationship marketing

Relationship Marketing
Variables

Conflict Handling

Commitment
Communication
Shared Value
Equity

Trust

Reciprocity

Empathy

Guanxi Variables

Shared Variables

Bonding
Affection
Face

Source: Adapted from Yau et al. (2000, p. 20).

Accordingly, in this study, empathy, reciprocity, and trust are considered key variables

that guanxi and relationship marketing share, which is in agreement with Geddie et al.

(2005) and Yau et al. (2000). However, despite sharing these variables, guanxi and

relationship marketing still differ,

because the contents of the variables are

“fundamentally different” (Yau et al., 2000). Table 2.10 provides a comparison between

the three dimensions.

Table 2-10: Comparison of the shared variables of guanxi and relationship marketing.

Constructs Guanxi Relationship Marketing
¢ Value returned at time both giver and o Expect value to be returned in
Reciprocity reC|p|en_ts_bgnef|t _ shprt- term o _
¢ No specific intention o With specific intention
e Increased value o Converged value
¢ Kinship or in-group members o People with promised integrity
Trust e Based more on personal contacts o Based more on the system
o Build trust first, transaction may follow |e Build transaction first, relationship may follow
Empathy * Receiver-centered communication e Sender-centered communication

Source: Yau et al. (2000, p. 20)

Regarding the importance of trust development, which is an important aspect, Arias

(1998) illustrated that it is relatively higher in guanxi networks than in relationship

marketing due to cultural reasons. Trust supplements contractual arrangements, and may

even replace them as the preferred form governing business transactions (Ambler, 1994;

Palmer, 1995). In China, “rule by man” prevails over the “rule by law” (Jacob, Guopei

and Herbig, 1995, p. 31). Yau (1988, p.54) argues that “once a relation is established, it

can hardly be broken” and that the opposite is also true.
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2.18.2.7. Relationship marketing promises versus guanxi promises

Promises are relevant in the concept and practice of both Western relationship
marketing and Chinese guanxi (Arias, 1998), but the content of promises differs. In
relationship marketing, the “promise” concept is a key variable in building marketing
relationships, and the marketing responsibility consists of both giving promises and
convincing customers to keep promises, which in turn leads to maintaining and
improving the relationship between the buyer and the seller (Calonius, 1988).
Accordingly, in relationship marketing, promises are often explicit and possess an
economic nature related to goods, services, material, financial solutions, exchange of
information, and future commitments (Gronroos, 1990). Suppliers provide promises
regarding products, services, information, social responsibilities, and various other
commitments, and consumers provide promises related to their commitment to the

relationship with suppliers (Calonius, 1988).

However, promises in guanxi are often implicit. Geddie et al. (2005) suggest that
guanxi is initialised with the tacit promise of limitless exchanges of favours and
sustained in the long term by a similarly tacit loyalty to others in the network, which
means unwritten codes of reciprocity and promises. Promises in guanxi often include
more than economic promises, such as reciprocal personal favours and mutual
protection of reputation and social status (Arias, 1998). According to Yau et al. (2000,
pp. 18-19), “Chinese frequently return the reciprocation with greater value than what
they received before in order to maintain their reputation and also sustain the future

relationship.”

Finally, the time frame for fulfilling the promises differs between guanxi and
relationship marketing. Promises in relationship marketing typically have a well-defined
deadline for fulfilment (Calonius, 1988). Conversely, with guanxi no deadline or time
frame exists; rather, favours are banked and thus create an obligation (promise) of
reciprocity (Geddie et al., 2005). According to Hsu (2007), Chinese people usually

return the favours at the right and appropriate time, even after a long time.

2.18.2.8. Transactional versus relational basis of relationship development

Barton (1999) claims that in relationship marketing, the relationship between customer

and company develops in stages after the first transaction, with no prior relationship. In

the same vein, relationship marketing is seen by Garbarino and Johnson (1999) as

ranging from transactional to highly relational approach and they emphasise the growth
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of satisfaction, confidence, and commitment in the establishment of the customers’
future intentions. In contrast, with guanxi, a relationship already exists before the
transaction (Flambard-Ruaud, 2005; Geddie et al., 2002, 2005).

Figure 2.8a and b illustrates the development processes of both relationship marketing
and guanxi. In both systems, a good transaction strengthens the relationship in a cyclical
manner. Geddie et al. (2005) further explain that in relationship marketing, firms view
their customers as more of a subset than a merged partner. As such, firms often try to
help their customers adapt by educating them about how to use the product to obtain
maximum benefits (Bulger, 1999). With guanxi, the company and the customers
become one cooperative unit adapting to each other (Geddie et al., 2005). Furthermore,
in reality, because a company is a collection of individuals, guanxi before transaction is
not between the company and the customer but rather between the company
representative and the potential customer (Figure 2.8c). Thus, the relationship between

them is personal, even though the transaction has not yet been completed.

The relationship between the company representative and the potential customer can be
a pitfall of guanxi (Arias, 1998). If an employee who possesses guanxi leaves the
organisation, the organisation could lose its connection with that employee’s customers
because the employee leaves with his or her personal guanxi connection (Arias, 1998;
Wang, 2007). For example, in the field of retail marketing, when a customer establishes
a personal relationship with a salesperson, the customer might maintain loyalty to the
store as long as the salesperson remains (Macintosh and Lockshin, 1997). Commitment
and loyalty to the salesperson might be signs of a positive relationship, but they also
might lead to customer (and sales) loss if the salesperson leaves (Beatty et al., 1996).

In support of this view, Flambard-Ruaud (2005) claims that in strongly capitalist
economies such as Western societies, transaction creates and develops the relationship
(transaction is the centre of the exchange) whereas in the less capitalist economies such
as Asia, Africa and Middle East, relationship creates and develops the transaction. In
these societies, successful business transactions are subject to successful established

relationships.
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Figure 2-8: Comparison the process of relationship marketing and guanxi

a. Relationship marketing process

RelatiOHShip

b. Guanxi process

Compan
pany \ Company
Relationship
Customer

Company Company

Customers

c. Guanxi process in practice

Company
Representative \
Relationship
Potential
Customer

Source: Adapted from Geddie et al. (2005, p. 628).

2.19. Summary

Guanxi and relationship marketing are not the same (Fan, 2002a); rather, they are
distinct approaches to building relationships (Geddie et al., 2005). Guanxi-type
relationships possess distinguishable characteristics in  non-Western relational
exchanges, whereas relationship marketing occurs in primarily Western-type relational
exchanges (Fan, 2002a; Lee et al., 2001; Tsang, 1998). Relationship marketing can be
an essential business concept in both Western and non-Western contexts but, as a
Western concept, must cope with the local changes influenced by Eastern forms of
relationships and the contextual background of generating relationships with customers
(Flambard-Ruaud, 2005; Gilbert and Tsao, 2000).
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Part Four: Research Model and Hypotheses

2.20. Theoretical model linking guanxi and relationship marketing

The previous discussion reveals that guanxi and relationship marketing are different
concepts, each of which has its own unique characteristics, benefits, and pitfalls (Geddie
et al., 2005; Lee et al., 2001; Tsang, 1998); however, the opportunity to link the two
concepts remains (Flambard-Ruaud, 2005; Geddie et al., 2002, 2005; Tsang, 1998).
Relationship marketing is a formal and official agreement, defined and protected by the
legal organisational framework; in contrast, guanxi is an informal inter-personal
relationship that involves implicit mutual trust not stated explicitly in the official
contracts (Zhang and Zhang, 2006). Although some prior research infers an association
between guanxi and relationship marketing, suggests the importance of the link between
them, and advises that managers can use the linkages between the approaches to
improve customer recruitment and retention (Bjorkman and Kock, 1995; Geddie et al.,
2002, 2005). Others recommend the importance of transferring guanxi-type
relationships from the inter-personal level to the organisational level (Flambard-Ruaud,
2005; Zhang and Zhang, 2006). However, to date, no studies have sought to link the two
concepts, and therefore no model exists to theoretically and/or practically link these
concepts. Also there are no studies which have sought to consider how to transfer
guanxi-type relationships from the uninstitutionalized and interpersonal level to the
institutionalized or organisational level. Accordingly, Figure 2.9 illustrates the proposed
novel model, which links guanxi and relationship marketing and their impact on

customer retention.
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Figure 2-9: The proposed theoretical model linking guanxi and relationship marketing

Guanxi Bases Guanxi

Relationship Marketing
Programmes

Relationship
Marketing

- - I - 1 L I L

Family Bonding

Empath
Fictive Kinship mpathy or

Reciprocity or
Bao

Locality

'\ Renging

Personal Trust or

Friends Xinyong

‘Workplace Face or Mianzi

Trade Associations Affection or
and Social Club Ganging

Customers' guanxi

Social Programmes

Structural
Programmes

Financial
Programmes

A

Organizational
Trust

Commitment

Conflict Handling

Communication

Empathy

Shared Values

Reciprocity

Equity

Relationship
Quality

Customer
Retention

First and second steps
Using employees' guanxi to attract potential new
customers

Third step
Relationship marketing programmes
as a type of inducement

Fourth step

Relationship marketing to maintain and enhance
customers relationship with the organisation

77




By utilising the notion of the relationship development stages, the model presented here is
based on the precept that the purpose of relationship marketing, by definition, is to attract,
maintain, and enhance customer relationships (Berry, 2002), and acknowledging that
relationship marketing goes beyond the scope of guanxi (Zhang and Zhang, 2006). Initially,
the model assumes that firms encourage all their employees (not just sales staff) to use their
personal guanxi networks (e.g. family, friends, classmates, colleagues) for organisational
purposes (generating business) by rewarding and promoting them through either commissions
or bonuses (Luo, 1997). In support of this assumption, Dunfee and Warren (2001) argue that
managers can use guanxi to gain access to new customers. Hutchings and Weir (2006a) also
indicate that in Asian and Arab countries, people prefer to deal with those they already know

and to establish a relationship before starting a business transaction.

The relationship between a potential customer and a firm’s representative (employee)
typically develops before a transaction occurs (Yau et al., 2000). Flambard-Ruaud (2005)
argues that relationships help create and develop transactions in societies in Asia, Africa, and
the Middle East. In these societies, successful business transactions are largely subject to past
successful established relationships. This finding confirms that relationships are established
before transactions take place (Geddie et al., 2005; Yau et al., 2000).

Thus, as first and second steps in the proposed model, firms use various bases of employees’
guanxi (e.g. family, friends, locality, fictive kinship) to attract potential new customers to the
organisation; incorporating guanxi into their relationship marketing processes is a novel
means to attract new customers with little cost. Firms can employ the components of guanxi
to attract customers, including bonding, empathy, reciprocity, personal trust, face, and
affection. After new customers engage in a first transaction, in the third step of the proposed
model, firms begin applying relationship marketing programmes (structural, financial, and
social programmes) as a type of inducement or customer relationship investment. Such
programmes try to encourage the customers to purchase again from the company, further
linking the customer to the overall company. Webster (1992) indicates that repeat
transactions lead to relationship formation. Doney and Cannon (1997) and Palmatier et al.
(2006) demonstrate that relationship marketing programmes help build relationships with
customers and/or other organisations. Palmatier et al. (2009, p. 13) also demonstrate that
relationship marketing programmes positively affect customers’ “feelings of gratitude,”

which in turn lead to greater customer purchase intentions.
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In the fourth step, after the customer repeats purchases, the company applies relationship
marketing, which “goes beyond inducements and repeat purchase behaviour” (Sheth and
Parvatiyar, 1995b, p. 256). Here, the goal of relationship marketing is to transfer the personal
relationship between the customer and the company representative to an organisational
relationship between the customer and the organisation. Such a transfer aims to maintain and
enhance the relationship with the customer over the long run. Doing so enables firms to avoid
the potential pitfalls of applying guanxi solely and to reduce the problem of losing the
connection with the customers when the employee who brought guanxi-based business leaves

the organisation (Arias, 1998).

The final hypothesized outcome of this model is improved relationship quality with
customers and, thus, customer retention. After requesting use of personal guanxi to recruit
customers, firms promote relationship marketing mainly to increase customer retention and
recovery by using various bonding tactics to stay connected with the current customers
(Bruhn, 2003; Parvatiyar and Sheth, 2001). Prior research also reveals that relationship
marketing plays a key role in retaining customers by building trust, affection (Tang et al.,
2008), and commitment with them (Palmatier et al., 2009). Tseng (2007) notes that the
central purpose of relationship marketing is to gain the maximum value from customers and
retain them, thus contributing to the firm’s long-term profits. Smith and Barclay (1997) argue
that the main purpose of investing in relationships with customers is to create strong
programmes and retain valuable customers. Finally Sheth and Parvatiyar (1995a, p. 398) note
that when the company and the consumer deal with each other directly, greater potential
exists “for emotional bonding that transcends economic exchange. Parties can understand and
appreciate each others’ needs and constraints better, are more inclined to cooperate with one
another, and thus, become more relationship oriented.” Because gaining one new customer is
five to ten times more expensive than retaining one loyal customer (Gummesson, 1999) and
because relationship marketing focuses mainly on increasing customer retention and recovery
before attracting new customers (Bruhn, 2003), as mentioned, the final result of the linkage

between guanxi and relationship marketing is improved customer retention.

Once customer retention is achieved, the firm will encourage the customers to use their own
personal guanxi to attract new customers. Next, the firm will repeat the process of applying
relationship marketing programmes and relationship marketing again with the new

customers.
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2.21. The theoretical contributions of the proposed model

The theoretically derived linkage between relationship marketing and guanxi offers new and
valuable insights and benefits for both Western firms, which currently use relationship
marketing only, and non-Western firms, which only apply guanxi-type relationships
(Flambard-Ruaud, 2005; Geddie et al., 2005). Relationship marketing could become an
extension of guanxi and, as such, avoid some of the pitfalls of guanxi (Geddie et al., 2005).
Firms applying relationship marketing after guanxi can help transfer the personal type of
relationship involved in guanxi to the organisational type of relationship involved in
relationship marketing (Zhang and Zhang, 2006), thus increasing both relationship quality
and customer retention (Palmatier et al., 2009; Tang et al., 2008; Tseng, 2007). In addition,
applying guanxi before relationship marketing should make relationship marketing more
applicable to the emerging market economies and adaptable to non-Western cultural
characteristics and problems (e.g., lack of trust) (Flambard-Ruaud, 2005; Gilbert and Tsao,
2000). For example, Asian firms tend to prefer dealing with people and other organisations
they know and trust (Flambard-Ruaud, 2005), and before engaging in business with other
counterparts, firms in both Asian and Arab cultures tend to prefer acquiring knowledge of

and building a trusting relationship with others (Hutchings and Weir, 2006a).

Many potential benefits could ensue from the combination of the guanxi and relationship
marketing concepts. Guanxi offers insights into the means to implement relationship
marketing (Geddie et al., 2002, 2005) and might play a vital role in the process of
relationship marketing by attracting new customers (business customers or consumers) to the
organisation with little cost (Dunfee and Warren, 2001). The proposed model explicitly
derives the key variables of relationship marketing and guanxi from a thorough review and

synthesis of prior literature in these two largely separate domains.

2.22. The managerial implications of the proposed model

This study presents and examines literature on relationship marketing and guanxi to provide a
deeper understanding of the two concepts and to help managers jointly apply the concepts in
their organisations by encouraging their employees to use their personal guanxi for
organisational purposes. First, firms could use guanxi as a novel means to attract potential
new customers to the organisation, incorporating guanxi into the process of relationship
marketing. Second, after attracting new customers, managers would begin applying

relationship marketing programmes as a type of inducement to encourage customers to
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purchase again from the company. After this the firm applies relationship marketing to build
organisational relationships with the customer and to transfer the personal guanxi relationship
between the customer and the employee to an organisational relationship between the
customer and the firm, thus maintaining and enhancing the customer relationship over the
long run. This step might help organisations avoid the pitfall of solely applying guanxi (e.g.,

losing connections with customers when employees leave; Arias, 1998).

In addition, the proposed model tries to improve both relationship quality and customer
retention, which would offer significant advantages to companies (Bruhn, 2003; Zeithaml et
al., 1996). Boulding et al. (1993) argue that retained customers promote and recommend the
company to all their relatives and friends. Such word-of-mouth communication has positive

indirect impact on company profits.

Finally, managers should train employees on how to create programmes and build trusting
relationships with their customers and how to show empathy when handling customers’
problems because doing so helps strengthen organisational relationships. Such an approach

should also help increase customer bonding with the company (Geddie et al., 2005).

2.23. Research hypotheses

To answer the research questions of the second phase the theoretical model should be
transformed from just a theoretical process model to empirical model/s, which can be
statistically tested. To do so, based upon the previous literature review, empirical testable
models have been developed from the theoretical model, accompanied by research

hypotheses.

Consequently, the theoretical research model has been translated into the below empirical
models as shown below in Figures 2.10a and b. Figure 2.10a shows all the direct relationships
(hypotheses from 1 to 6) and interaction relationships (hypotheses 9 and 10) among the
research variables. Figure 2.10b shows all the intervening (indirect) relationships (hypotheses

7 and 8). Moreover, all the ten research hypotheses are shown in Table 2.11.
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Figure 2-10: The research empirical models
A: The research empirical model (direct and interaction relationships)
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Table 2-11: The research hzeotheses based on the literature

Hypotheses For The Direct Relationships — Figure (2.10a)

H1.There is a significant positive relationship between guanxi-type relationships in Egypt and customer retention.

H1la.There are significant positive relationships of bonding, empathy, reciprocity, personal trust, face and affection with customer retention.

H2.There is a significant positive relationship between relationship investment programmes and customer retention.

H2a.There are significant positive relationships of relationship investment social programmes, structural programmes and financial programmes with customer retention.

H3.There is a significant positive relationship between relationship investment programmes and relationship quality.

H3a.There are significant positive relationships of relationship investment social programmes, structural programmes and financial programmes with relationship quality.

H4.There is a significant positive relationship between relationship marketing and relationship quality.
H4a.There are significant positive relationships of organisational trust, commitment, conflict handling, communication, empathy, shared values, reciprocity, and equity

with relationship quality.

H5.There is a significant positive relationship between relationship marketing and customer retention.
H5a.There are significant positive relationships of organisational trust, commitment, conflict handling, communication, empathy, shared values, reciprocity, and equity

with customer retention.

H6.There is a significant positive relationship between relationship quality and customer retention.

Hypotheses For The Intervening Relationships (Mediators) — Figure (2.10b)

H7. Relationship quality mediates the relationship between relationship marketing and customer retention.

H8. Relationship quality mediates the relationship between relationship investment programmes and customer retention.

Hypotheses For The Interaction Relationships (Moderators) — Figure (2.10a)

H9. There is a significant difference in the impact of relationship marketing on customer retention between the different bases of guanxi-type relationships in Egypt.

H10. There is a significant difference in the impact of relationship marketing on customer retention according to the strength of guanxi-type relationships in Egypt
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2.24. Summary

This chapter reviews a broad range of relevant literature in respect to guanxi and
relationship marketing, the main strands of this thesis, and proposes a unified model
linking between them, which consequently leads to enhanced customer retention. By
doing this, the chapter aims to clarify this thesis’ interpretation of key conceptual terms,
and explicate the gap in the current literature. This is done in four parts, where the
chapter is being structured as follows. The first part defines the concept of guanxi, the
first theme of this thesis, analyses its characteristics, identifies its variables, reviews its
types, and discusses the advantages and disadvantages, and models of guanxi. Next, the
second part provides an insight into to the relationship marketing area by presenting the
origins, definitions, variables, programmes, advantages and disadvantages, process, and
consequences of relationship marketing. This is followed by the penultimate part,
which provides a comprehensive analysis of the similarities and differences between
guanxi and relationship marketing, as a foundation upon which the theoretical
framework can be developed. Finally, part four presents the theoretical model that links
guanxi and relationship marketing and their association with customer retention, as well
as develops the theoretical and managerial implications of such a linkage and the
research hypotheses. Moreover, in each part the concluding section comprises a review
of key points made during each part and highlights how the literature reviewed forms a

theoretical grounding for the theoretical model provided in this study.

The next chapter outlines the methodology used in order to address the research
objectives for the two phases of this thesis. The chapter explains the ontological and
epistemological assumptions of the researcher, the adopted paradigm, approaches,
strategies, methods used to collect the data, in addition to the data analysis techniques
used in the two phases of the research. Issues of sampling, reliability and validity have
been addressed as well as justification for the approach and strategy used.
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Chapter Three: Research Design and Methodology

Table 3-1: Thesis map

Chapter One: Introduction and Research Background

Chapter Two: Literature Review

I Chapter Three: Research Design and Methodology

Chapter Four: Qualitative Data Analysis and Findings

Chapter Five: Quantitative Data Analysis and Findings

Chapter Six: Discussion of the Key Findings

Chapter Seven: Conclusion

3.1. Introduction

This chapter outlines, in detail, the research methods and design adopted in order to
address the research objectives of the two phases of this research. The research design
and methods answer a sequence of questions concerning the research philosophies,
research approaches, research strategies, time horizon, and techniques and procedures of
data collection (Saunders, Lewis, and Adrian, 2012). This is discussed in the light of
“the research process onion” proposed by Saunders et al. (2012, p. 160) (Figure 3.1),

Figure 3-1: The Research process onion
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Source: Saunders et al. (2012, p. 160).
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Accordingly, this chapter is being structured in three parts as follows: The first part
defines the research paradigms and discusses the ontological and epistemological
assumptions of this study. This is followed by an explanation of the research approach
and strategy, with a full description of the mixed methods that were adopted in this
research. Next, the second part discusses in detail the research design of the qualitative
phase, which includes the sample techniques, the procedures followed in collecting
qualitative data, the qualitative data analysis techniques and the trustworthiness of the
qualitative findings. Finally, part three presents the research design of the quantitative
phase. Discussion in this part involves the process of sample selection, the quantitative
data collection method and the quantitative data analysis techniques. Also the reliability
and validity issues are discussed. Finally, ethical considerations followed during the

research process highlights at the end of this chapter.
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Part One: Research Methodology

3.2. Research philosophy/paradigm

The terms ‘philosophy’ and ‘paradigm’ are used interchangeably in research (Burrell
and Morgan, 1979; Collis and Hussey, 2003). Researchers should operate within a
scientific philosophy or paradigm which provides an “overall conceptual framework
within which a researcher may work” (Perry, Riege and Brown, 1999, p. 16), that is, “a
basic belief system that guides the [researcher]” (Guba and Lincoln, 1994, p. 105).
According to Collis and Hussey (2003, p. 46) research philosophy is defined as “the
progress of scientific practice based on people’s philosophies and assumptions about the
world and the nature of knowledge.” Saunders, Lewis, and Adrian (2009, p. 107)
explain that “research philosophy is an over-arching term relates to the development of

knowledge and the nature of that knowledge”.

Collis and Hussey (2003, p. 47) argue that there are two main research philosophies,
called “positivism” and “phenomenological” or “interpretivism.” They explain that
these two paradigms represent two extremes on a continuum; when moving along the
continuum, the features and assumptions of one paradigm are gradually relaxed and
replaced by those of the other paradigm. In support, Saunders et al., (2012) determine
four main research philosophies or paradigms: positivism, realism, interpretivism and

pragmatism.

In each paradigm there is a different set of suppositions regarding the nature of the
world (Maxwell, 2005). The first of these, known as ontology, concerns “the
researcher’s view of the nature of reality or being” (Saunders et al., 2012, p. 140). The
second assumption, epistemology, concerns the researcher’s view as to what forms
acceptable knowledge that can be obtained through different methods of inquiry
(Bryman and Bell, 2007; Saunders et al., 2012). A third assumption, known as axiology,
concerns the researcher’s perception of the part played by values in research (Saunders
et al., 2012). Each assumption has an influence on the research process (Ryan, Téhtinen,
Vanharanta and Mainela, 2012; Saunders et al., 2009). The following presents a table
comparing the main four research paradigms (Table 3.2) (positivism, realism,
interpretivism and pragmatism) and their ontological, epistemological and axiological

assumptions along with a discussion of the three paradigms related to this study.
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Assumption

Table 3-2: Comparison of research philosophies and their assumptions

Positivism

Realism

Pragmatism

Interpretivism

Ontology:
the researcher’s view
of the nature of reality

Reality is objective and singular,
apart from the researcher

Reality is  objective.  Exist
independently of human thoughts
and beliefs of their existence, but is

Reality is external, multiple view
chosen to best enable answering
of research question.

Reality is socially constructed,
subjective, may change and
multiple as seen by participants

interpreted through social in a study

conditioning
Epistemological: the | Only observable phenomena can Observable phenomena provide | Either or both  observable | Subjective meaning and social
researcher’s view provide credible data, facts. Focus | credible data, facts. Insufficient | phenomena  and  subjective | phenomena. Focus upon the
regarding what on causality and law like data means inaccuracies in | meanings can provide acceptable | details of situation, a reality
constitutes acceptable generalisations. sensations. Alternatively, | knowledge dependent upon the | behind these details, subjective

knowledge

phenomena create sensations which
are open to misinterpretation. Focus
on explaining within a context or
contexts

research question. Focus on
practical applied research,
integrating different perspectives
to help interpret the data

meaning motivating actions.

Axiological: the

Research is undertaken in a value-

Research is value laden; the

Values play a large role in

Research is value bound, the

researcher’s view of | free way; the researcher is | researcher is biased by worldviews, | interpreting result, the researcher | researcher is part of what is being
the role of values in | independent of the data and | cultural experiences and | adopting both objective and | researched, cannot be separated
research maintains an objective stance. upbringing. These will impact on | subjective points of view. and so will be subjective.

the research.
Data collection | Highly structured, large samples, | Methods chosen must fit the | Mixed or multiple method | Small samples, in-depth
techniques most | measurement, quantitative, | subject, matter, quantitative or | designs, quantitative and | investigations, qualitative,
often used deductive process, generalisations | qualitative qualitative. inductive process.

leading to prediction, explanation
and understanding.

Source: Adapted from Saunders et al., (2009, p. 119) and Collis and Hussey (2003, p. 49).
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Positivist paradigm

The positivist paradigm attempts to offer an explanation for observable phenomena or
the human behaviour through cause and effect, in a similar way to the approach taken in
the natural sciences (Collis and Hussey, 2003). Therefore, the positivist paradigm is
generally associated with measurement (Collis and Hussey, 2003; Saunders et al.,
2009).

In addition, within the positivist paradigm, reality is objective and independent of the
researcher and exists regardless of whether the researcher is aware of it or not (Collis
and Hussey, 2003; Guba and Lincoln, 1994). Thus, “the researcher is independent of the
data and maintains an objective stance” (Saunders et al., 2012, p. 140), neither
influences nor is influenced by the subject of the research (Remenyi, Williams, Money,
and Swartz, 1998, p. 33). Therefore, the act of investigating reality does not affect that
reality and scant attention is given to the individual’s subjective state (Collis and
Hussey, 2003). This leads to research which is ostensibly value-free and unbiased
(Gephart, 2004; Saunders et al., 2009).

Interpretivist paradigm

The interpretivist paradigm involves “understanding human behaviour from the
participant's own frame of reference” rather than the measurement of social phenomena
(Collis and Hussey, 2003, p. 53). In the interpretivist paradigm, researchers suppose
reality to be plural, subjective, socially constructed and subject to change (Saunders et
al., 2012). Thus, “considerable regard is paid to the subjective state of the individual”
and “the act of investigating reality has an effect on that reality” (Collis and Hussey,
2003, p. 53). According to Creswell (1994, p. 10), the interpretivist paradigm is
employed when “the research problem needs to be explored because little information

exists on the topic and the variables are largely unknown”.

Pragmatic paradigm

The debate about choice, either the positivist or the interpretivist paradigms, is
unavoidable (Saunders et al., 2009). Guba and Lincoln (1994) argue that choosing one
position is somewhat unrealistic in practice and the researcher who has the same point
of view would be taking the stance of the pragmatist. It is assumed by the pragmatist the
most important determinant of the research philosophy adopted is the research question.

Accordingly, one approach may be more suitable than the other to answer specific
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questions. If it is not clearly suggested by the research question whether the adoption of
a positivist or an interpretivist philosophy would be preferable, then it is possible for the
pragmatic view to function with both philosophies and variations of ontology,
epistemology, and axiology (Saunders et al., 2009).

The pragmatic paradigm assumes reality as “external world independent of our minds”
(Cherryholmes, 1992). Thus, the pragmatism agrees with the positivist on the existence
of external reality (Tashakkori and Teddlie, 1998), but denies that truth can be
determined once and for all (Cherryholmes, 1992; Tashakkori and Teddlie, 1998).
Moreover, according to Tashakkori and Teddlie (1998, p. 25), it is more apt for the
researcher to conceive of the philosophy employed as a “continuum” rather than
“opposite” stances. They note that “at some points the knower and the known must be
interactive, while at others, one may more easily stand apart from what one is studying”
(Tashakkori and Teddlie, 1998, p. 26). Furthermore, pragmatism assumes that “values
play a large role in conducting research and in drawing conclusions from their studies”
(Tashakkori and Teddlie, 1998, p. 26).

Based on the above, paradigm decisions were made in relation to the research questions

and objectives to be attained in each phase of empirical research, as follows:

In the first phase, the research aimed to explore the nature and meaning of guanxi-type
relationships in the Egyptian context. Also it sought to determine the variables of
guanxi-type relationships and relationship marketing in the Egyptian SME sector, the
relationship between these two strands and how organisations can transform personal
relationships into organisational relationships to retain their customers. This phase was
the foundation for the second phase, where the aim was to develop a unified model,
which links guanxi and relationship marketing, as well as their association with
customer retention, and to empirically test the model. Also, it was intended to look for
empirical evidence for the transfer of the personal type of relationship involved in
guanxi to the organisational type involved in relationship marketing through applying
relationship investment programmes and relationship marketing, consequently
enhancing customer retention, as well as to verify the key variables of both guanxi and

relationship marketing in the Egyptian context.

Accordingly, the interpretivist paradigm was considered the appropriate research

paradigm to use in the first phase of the research for the following reasons:
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First, the first phase of the research was exploratory in nature, aiming to provide a
better understanding of the guanxi-type relationships and relationship marketing in the
Egyptian context, and few studies concerning these two strands have been undertaken
within Arab countries generally and Egypt specifically. Patton (1990, p. 44) emphasises
that the interpretivist paradigm “is particularly oriented towards exploration, discovery

and inductive logic”.

Second, guanxi-type relationships are a cultural and social phenomenon (Fan, 2002a, p.
374). Gaining insights into such phenomena is facilitated by an interpretivist stance,
since it encourages researchers to reflect on people’s perceptions (e.g. those of
academics and managers) in order to understand their culture and social context (Hussey
and Hussey, 1997, p. 20).

In this phase, the researcher assumed that knowledge about the meaning of the concepts
under investigation, guanxi-type relationships and relationship marketing should
consider how these concepts are perceived and experienced by participants (e.g.
academics, experts and managers working in Egyptian SMEs). This implies that reality
is socially constructed, multiple and subjective, which fits the ontological assumptions

of the interpretivist paradigm.

Third, adopting the positivist paradigm is considered inappropriate since understanding
of phenomena from participants’ perceptions and its particular social context is largely
lost when using the positivist paradigm, as asserted by Kaplan and Maxwell (1994).
This is due to the fact that positivism treats people as being separate from their social
contexts (Hussey and Hussey, 1997). In addition, research within the positivist
paradigm is highly structured and tends to focus on numbers, whereas, this phase was
intended to explore participants’ perspectives and interpret their 'words' when

investigating the research concepts (Collis and Hussey, 2003).

Regarding the second phase of this study, the positivist paradigm was deemed

appropriate for the following reasons:

First, the second phase of the research was descriptive; it aimed to develop and
empirically test a model linking guanxi-type relationships with relationship marketing.
This involved formulating and testing hypotheses and using statistical analysis to arrive
at valid and reliable results. These aims were consistent with the positivist paradigm
(Saunders et al., 2009).
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Second, based on the findings of the first phase of the research, and supported by the
relevant literature, clear variables for the proposed model were indentified. Moreover,
the second phase was based on existing theories, i.e. relationship marketing theory, and
networking theory, which are widely studied. It was necessary to have a highly
organised methodology in order to attain the aims of the second phase and to “facilitate
replication” and “ensure reliability” (Saunders, Lewis, and Adrian, 2007, p. 118).
Hence, the positivist paradigm was considered appropriate in the light of Creswell’s
(1994, p, 10) explanation that the positivist paradigm is suitable appropriate when the
theory is available and sufficient as well as the constructs are easy to identify and the

research is “highly structured.”

Accordingly, pragmatic paradigm is deemed appropriate in this study, since the
researcher adopted different stances throughout the research process, interpritivist in the
first phase of the research and positivist in the second phase of the research. Pragmatism
rejects the either/or choices associated with the paradigm, offering a logical and
practical alternative which gives the researcher the freedom to select the mixture of
methods that are most likely to permit the answering of the research questions (Johnson
and Onwuegbuzie, 2004). Thus, the researcher assumes that reality is external, multiple
and views chosen to best enable the answering of the research questions (Saunders et
al., 2009). In addition, the reality can be captured but to a limited degree; and that a full
understanding of a studied phenomenon can never be obtained. However, to a certain
extent, the world can be studied, and to some degree, generalisations can be made
(Hollis, 1994). Further, the researcher’s epistemology is that both “observable
phenomena and subjective meanings can provide acceptable knowledge dependent upon
the research question. Focus on integrating different perspectives to help interpret the
data” (Saunders et al., 2012, p. 140). Moreover, values play a role in conducting
research and in drawing conclusions, where the researcher adopting both objective and
subjective points of view (Cherryholmes, 1992; Tashakkori and Teddlie, 1998).

3.3. Research approach

The research approach refers to how “the research project will involve the use of theory.
The theory may or may not be made explicit in the design of the research” (Saunders et
al., 2007, p. 117). Finn and Elliott-white, (2000, p. 14) state that “research needs theory
as a framework for analysis and interpretation, and theory needs research to constantly

review/modified/challenge theoretical details”. In this respect, researchers should
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choose the best fit of different methodological approaches to their research aims. From
broader perspective, there are two research approaches, deductive and inductive
(Saunders et al., 2009), which are explained as follows:

The deductive approach is “a study in which a conceptual and theoretical structure is
developed and then tested by empirical observation; thus particular instances are
deduced from general inferences” (Collis and Hussey, 2003, p. 15), as shown in Figure
3.2. The inductive approach is “a study in which theory is developed from the
observation of empirical reality; thus general inferences are induced from particular

instances” (Collis and Hussey, 2003, p. 15), as shown in Figure 3.2.

Figure 3-2: Deductive and inductive approaches

Deductive Approach Inductive Approach

Researcher gathers information
(e.g. interviews, observations)

Y Y

Researcher tests hypotheses or research Researcher asks questions of participants or
questions from the theory records field-notes

Y Y

Researcher defines and opertionalizes variables Researcher analyses data to form themes or
derived from theory categories

v v

Researcher measures or observes variables Researcher looks for broad patterns, theories or
using an instrument to obtain scores generalizations from themes or categories

Y

Generalizations or theories to past experiences
and literature

Researcher tests or verifies a theory

Source: Creswell (2003, pp. 125-132).

De Vaus (2001) highlights the major difference between deductive and inductive
approaches to research, focusing attention on the process of building theory, in which
the deductive approach goes from theory to data, while the inductive approach goes
from data to theory. Moreover, Saunders et al. (2009, p. 127) summarise the main
differences between the inductive and deductive approaches as shown in Table 3.3.
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Table 3-3: Major differences between deductive and inductive approaches

Deduction Emphasis Induction Emphasis
= Scientific principles ® Gaining an understanding of the
= Moving from theory to data meanings humans attach to events
= The need to explain causal relationships between ® A close understanding of the research
variables. context
® The collection of quantitative data = The collection of qualitative data
® The application of controls to ensure validity of data = A more flexible structure to permit
® The operationalisation of concepts to ensure clarity of changes of research emphasis as the
definition research progresses
® A highly structured approach. = A realisation that the researcher is part
= A researcher independence of what is being researched |  Of the research process
® The necessity to select samples of sufficient size in " Less concern with the need to
order to generalise conclusions generalise.

Source: Saunders et al. (2009, p. 127).

In light of Table 3.3, this research employed an inductive approach in the first phase,
which sought to explore the nature and meaning of guanxi-type relationships as well as
its relationship with relationship marketing in the Egyptian SME sector. Further, the
inductive approach is consistent with the interpretivist paradigm (Saunders et al., 2007)
which was selected as the research philosophy for the first phase of the research. It is
worth to mention that using inductive approach does not mean ignore or exclude the
previous literature (Patton, 2002), but it is very useful for qualitative research to
“generating concepts or variables from theory or previous studies, especially at the
inception of data analysis” (Zhang and Wildemuth, 2009, p. 309).

In contrast, the second phase of the research employed a deductive approach in order to
build a model linking guanxi-type relationships with relationship marketing based on
theory, develop hypotheses and collect quantitative data from an adequate sample to test
these hypotheses, generate results and generalise the findings. These steps fit the
deductive approach, which was assumed to be appropriate to the nature and aims of the

research in this phase (Saunders et al. 2012).

Hence, this thesis follows both an inductive and deductive logic, in a sequential manner.

The following Figure 3.3 summarises the research cycle followed in this thesis.
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Figure 3-3: The research cycle adopted in this thesis

Theorize guanxi-type relationships in
Egypt and the relation between
guanxi and relationship marketing

Prepare the scales for the research
variables and hypothesize the relation
between guanxi and relationship

marketing and their association with
customer retention for empirical
examination

Inductive
Reasoning

Explore guanxi-type relationships and
the relation between guanxi, and
relationship marketing

Deductive
Reasoning

Validated the research variables and
empirical evidence regarding the
relationship between guanxi and

relationship marketing

Source: Adapted from: Tashakkori and Teddlie (1998, p. 25).

As depicted in Figure 3.3, the research cycle progressed from “grounded results” (facts
and observations regarding the nature, meaning and variables of guanxi-type
relationships and their link with relationship marketing) “through inductive logic to
general inferences (abstract generalisation or theory), then from those general inferences
(or theory) through deductive logic to tentative hypotheses or predictions” regarding the
link between guanxi and relationship marketing and their association with customer
retention, which were further empirically tested to generate facts and evidence
(Tashakkori and Teddlie, 1998, p. 24). That means this thesis is directed initially

towards theory generation followed by theory verification.

3.4. Research strategy

Research strategy is “a plan of how researcher will go about answering her or his
research question(s)” (Saunders et al., 2012, p. 173). Bryman and Bell (2003, p. 25)
define research strategy as a “general orientation to the conduct of business research.”
They distinguish between two research strategies: qualitative and quantitative.
Qualitative research is considered “a research strategy that emphasises words rather
than quantification in the collection and analysis of data” and is characterized by: first,
adopting an “inductive approach to the relationship between theory and research, in
which the emphasis is placed on the generation of theories”; second, rejecting “the
practices and norms of the natural scientific model and of positivism in particular in
preference for an emphasis on the ways in which individuals interpret their social
world” and third, representing “a view of social reality as constantly shifting emergent
property of individuals’ creation” (Bryman and Bell, 2007, p. 28). In contrast,
quantitative research is considered a research strategy that emphasises quantification in
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the collection and analysis of data and is characterized by: first, using a “deductive
approach to the relationship between theory and research, in which the accent is placed
on testing theories”; second, “incorporating the practices and norms of the natural
scientific model and of positivism in particular in preference for an emphasis on the
ways in which individuals interpret their social world”” and third, representing a “view

of social reality as an external, objective reality” (Bryman and Bell, 2007, p. 28).

In addition, qualitative research aims to understand and interpret social phenomena in
their real life context (Mason, 1996), whereas the aim of quantitative research is to
identify common patterns in a particular population (Remenyi et al., 1998). Table 3.4
shows the differences between the qualitative and quantitative strategies.

Table 3-4: Differences between qualitative and quantitative strategies

Qualitative Research Quantitative Research
= Emphasis on understanding = Emphasis on testing and verification
= Focus on understanding from respondent’s/ = Focus on facts and/or reasons for social
information’s point of view events
= Interpretation and rational approach = Logical and critical approach
= Observations and measurements in natural = Controlled measurement
settings = Objective ‘outsider view’ distant from data
= Subjective ‘insider view’ and closeness to = Hypothetical-deductive; focus on hypothesis
data. testing
= Explorative orientation. = Particularistic and analytical
= Holistic perspective = Generalization by population membership
= Generalization by comparison of properties
and context of individual organism.

Source: Ghauri and Gronhaug (2005, p.110).

Both quantitative and qualitative research methods are valued by pragmatists and the
precise selection depends on the nature of the research. This research utilised the
qualitative strategy in the first phase and the quantitative strategy in the second phase.
The exploratory nature of the first phase indicated the use of a qualitative approach in
order to explore guanxi-type relationships in Egypt and its relationship with relationship
marketing. On other hand, the empirical nature of the second phase suggested using of
the quantitative strategy, where the aim of the second phase is to empirically test a
model that links guanxi-type relationships and relationship marketing, and their

association, with relationship quality and customer retention.

In addition, the use of qualitative strategy in the first phase and the quantitative strategy

in the second phase are suitable for the research paradigms and approaches adopted in

the first and the second phases respectively (Saunders et al., 2007). An applying both

qualitative and quantitative research strategies is known as mixed methods (Saunders et

al., 2012). Using mixed methods permit researchers to make significant findings and
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contributions, which assist in moderating the deficiencies of using a single method and

offer the potential to gather, analyse, and interpret data using a richer approach

(Bryman, 2006). Table 3.5 summarises the characteristics of qualitative, quantitative

and mixed methods.

Table 3-5: Characteristics of quantitative, qualitative and mixed methods

Quantitative Strategy Mixed Methods Qualitative Strategy

Pre-determined Both pre-determined and Emerging strategy

emerging strategy
Instrument based questions Both open and closed-ended Open-ended questions

questions
Performance data, attitude Multiple form of data drawing on | Interview data, observation data,
data, observational data and all possibilities document data and audio-visual
census data data
Statistical analysis Statistical and text analysis Text and image analysis
Statistical interpretation Across databases interpretation Themes, patterns interpretation

Source: Creswell (2009, p. 15)

Four types of mixed methods research design have been identified by Creswell (1994)
and Tashakkori and Teddlie (1998, p. 43) as follows:

Equivalent sequential studies (QUAL—QUAN or QUAN—QUAL): in which
the researcher first conducts a qualitative phase of study and then a quantitative
phase, or vice versa. The two phases are separate and contribute equally to

understanding the phenomenon under study.

Equivalent parallel or simultaneous studies (QUAN+QUAL or QUAL+
QUAN): in which the researcher conducts the study using both qualitative and
quantitative strategies at the same time and both contribute equally to

understanding the phenomenon under study.

Dominant-Less dominant sequential studies (QUAL—quan or QUAN—qual):
in which the researcher first conducts a qualitative phase of study and then a
quantitative phase, or vice versa. The two phases are separate but within a single
dominant strategy, with a small component of the overall study drawn from the

other strategy.

Dominant-Less dominant parallel or simultaneous studies (QUAN+qual or
QUAL+quan): in which the researcher conducts the study using both qualitative
and quantitative strategies at the same time within a single dominant strategy,

with a small component of the overall study drawn from the other strategy.

In this thesis, equivalent sequential mixed methods (QUAL—QUAN) were be adopted
(Tashakkori, and Teddlie, 1998).
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Mixed methods approach is often associated with pragmatism philosophical orientation
where pragmatists believe that either method is useful and that decisions regarding the
use of either (or both) methods depend on current statement of the research questions
and the ongoing phase of the inductive-deductive research cycle (Nastasi, Hitchcock
and Brown, 2010; Teddlie and Tashakkori, 2009).

There are two major advantage of using mixed methods: First, mixed methods increase
the validity and reliability of the research findings; and second, using mixed methods
enables data triangulation to take place (Saunders et al., 2007). Data triangulation refers
to the “use of two or more independent source of data or data collection methods within
one study in order to help ensure that the data are telling [the researchers] what [the
researchers] think they are telling them” (Saunders et al., 2007, p. 614).

3.5. Time horizon

Determining the time horizon entails deciding whether the research should be a
“snapshot (cross-sectional) taken at a particular time” or “more akin to a diary
(longitudinal) which is a presentation of events over a given period” (Saunders et al.,
2007, p. 148). Cross-sectional research “entails the collection of data [from] more than
one case and at a single point in time in order to collect data in connection with two or
more variables, which are then examined to detect patterns of association” (Bryman and
Bell, 2003, p. 48). Longitudinal research is used to investigate “variables or group of
subjects [over a long period of time]. The aim is to research the dynamics of a problem
by investigating the same variable or group of people several times, or continuously,
over the period in which the problem runs its course”. This can be a period of several
years (Collis and Hussey, 2003, pp. 64-65).

This research collected data at one time, using a cross-sectional design, for the
following reasons: First, the research does not consider changes or developments in the
relationship between variables but looks at the association between variables at a single
point of time (Bryman and Bell, 2003). Second, time constraint is another reason for
choosing cross-sectional research. According to Saunders et al. (2012), most research
projects carried out for academic courses are time constrained. In addition cross-
sectional research is usually used with the positivist philosophy and often “employs the
survey strategy” which is the case of the second phase of this study (Saunders et al.,
2012, p. 190).
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3.6. Data collection methods

Data collection technique is affected by the choice of the research strategy (qualitative
or quantitative). There are two major sources of data: secondary data and primary data
(Saunders et al., 2009). Secondary data is “data that already exists such as books,
documents and films” (Collis and Hussey, 2003, p. 355). Frequently, this type of data
can be found inside the organisation, in libraries, or online, and can also be bought from
specialised companies. It is always quicker and less expansive to collect than primary
data (Zikmund, 2000; Saunders et al., 2012). Primary data is “data collected
specifically for the research project being undertaken” by the researcher (Saunders et
al., 2007, p. 607). Generaly, a number of methods can be used to collect primary data
(e.g. questionnaire, interviews and observation). This study relies on both primary and

secondary data sources, as explained below:

Secondary data

For this research, secondary data were gathered from different sources such as business
and marketing academic journals, a wide range of guanxi and relationship marketing
books and electronic search engines. Use was also made of Egyptian government
internet websites, annual reports and journals related to marketing, SME and business,
which include both quantitative and qualitative data (Saunders et al., 2009).

Primary data

Several methods can be used to collect primary data. These include questionnaire,
interviews, observation and focus groups, in accordance with the research philosophy,
approach and strategy (Zikmund, 2000). Thus, different data collection methods were
used in each phase of the research process according to the research philosophy,
approach and strategy adopted. Details about data collection methods in each phase are

provided in Sections 3.8 and 3.12 respectively.
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Part Two: Research Design of the First (Qualitative) Phase

3.7. Sample selection for the first phase

Selecting the sample can be done in two main ways: probability and non-probability
sampling (Remenyi et al., 1998, p. 193). A probability sample is “a sample that has
been selected using random selection so that each unit in the population has a known
chance of being selected. It is generally assumed that representative sample is more
likely to be the outcome when this method of selection from the population is
employed” (Bryman and Bell, 2003, p. 93). Probability samples can answer the research
question and fulfil objectives that need statistical estimation of the characteristics of the
population from the sample (Saunders et al., 2009). Conversely, the non-probability
sample is “a sample that has not been selected using random selection method.
Essentially, this implies that some units in the population more likely to be selected than
others” (Bryman and Bell, 2003, p. 93).

Taking into account the above general discussion and based on the qualitative research
strategy employed in the first phase of this study, a non-probability sampling technique
was chosen when determining the respondents or the subjects to be interviewed. Perry
(1998) and Stake (1978, 1995) support the use of non-probability sampling in
qualitative research. Similarly, Eisenhardt (1989, p. 537) argues, “random selection of

cases 1s neither necessary, nor even preferable.”

Saunders et al., (2007) identify a range of non-probability sampling techniques, as
summarised in Table 3.6.

Table 3-6: Non-probability sampling techniques

Type of non-probability Description
sample
Quota Sampling This is based on the premise that the sample will represent the population

as the variability in the sample for various quota variables is the same as
that in the population.

Purposive Sampling Allows the researcher to use judgement to choose cases that will best
enable him or her to answer research question and meet objectives.

Snowball Sampling This is used when it is difficult to identify members of the desired
population.

Self-Selecting Sample The researcher allows a case, usually an individual, to make known their
desire to take part in the research.

Convenience sampling Involves selecting at random those cases easier to obtain for sampling.

Source: Saunders et al. (2007, pp. 227-234).
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Taking into account the differences between the various types of non-probability
techniques shown above, both snowball sampling and the purposive technique were
chosen for use in this thesis. Snowball sampling is used when people who know what
cases might be relevant can provide rich information to identify cases of interest.
Snowball sampling “begins with one or a few people or cases and spreads out on the
basis of links to the initial cases” (Neuman, 2006, p. 223). In this method, a researcher
should initially contact one or more participants and they will let him know where
others can be found. When those others are found, they will tell the researcher where to
find still others, and thus the ‘snowball’ grows (Patton, 2002). The process started with
a small number of people who have solid connections with a researcher, and then
expanded into a snowball sample by using referrals (Neuman, 2006). After identifying
cases through snowball sampling, a purposive sample was used to select cases that were
most relevant to the research problem in the researcher’s view. Purposive sampling
allowed the use of judgement to choose cases that were more relevant and suitable to
the research problem of this study and who had background and experience in and
relevant information on the research topic, which assisted in describing and explaining
the key themes observed as well as identifying patterns and making inferences. In
addition, a purposive sampling was employed to ensure that the sample includes
organisations from a range of sectors. In support of such an approach, Denzin and
Lincoln (2000, p. 370) state that “many qualitative researchers employ purposive and
not random sampling methods. They seek out group, settings and individuals where the
processes being studied are most likely to occur.” Similarly, Merriam (2002) asserts that
in qualitative research, the sample is selected on purpose to give the richest information

about the phenomenon of interest.

Other sampling techniques such as self-selection and convenience sampling techniques
did not suit the purpose of this study, as the researcher did not wish to choose
participants at random or leave the choice to any subject who wished to take part in the
interview, as interviewees needed to have background and experience in and relevant

information about the research topic.

It is worth noting that trust, a core element in Egypt, greatly affects interpersonal
relations and information sharing. Egyptian people will generally not agree to an
interview without knowing the interviewer personally, or being introduced by a trusted

intermediary. The use of personal relationships to reach potential participants is quite
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common in Egyptian society and is widely adopted by researchers in Egypt, which was

another reason for choosing snowball sampling.

Respondents included three groups: the first group consisted of consultants and experts
from the Egyptian public and private sectors; for example, the head of the research and
development department of the Egyptian Social Fund for Development (SFD)
responsible for the developing the SME sector in Egypt. The second group included
academics in marketing, international business and SMEs. The third group contained
practitioners such as managers of SMEs in Egypt, who applied relationship marketing
and use their and their staff social network in their business; as well as those who had
achieved success in their businesses, according to the Egyptian Social Fund for
Development (SFD) reports and had their success stories published on the Egyptian

Social Fund for Development (SFD) website (http://www.sfdegypt.org/web/sfd/home).

Some of those managers had a PhD and thus they were considered preferable. It is
believed that the chosen sample was knowledgeable and had the background and
experience in and relevant information about the research topic, and so were being able
to provide rich information. The details of each interviewee are shown in Table 3.7.

Table 3-7: The details of the interviewees

No. Interviewee Type Position
1 No.l Consultant and Expert Consultant and Expert of SMEs’ development
working with public and private sectors
2 No.2 Consultant and Expert Consultant and Expert of SMEs’ development
working with public and private sectors
3 No3 Consultant and Expert Head of RD department in the SFD (public sector)
4 No4 Academic Lecturer of marketing and SMEs.
5 Nob5 Academic Lecturer of marketing and international business.
6 No.6 Academic Lecturer of marketing and international business
7  No.7 Practitioner Manager of small company
8 No.s8 Practitioner Manager of small company
9 No9 Practitioner Manager of medium company
10 No.10 Practitioner Manager of small company
11  No.l1 Practitioner Manager of medium company
12 No.12 Practitioner Manager of small company
13 No.13 Practitioner Manager of small company
14 No.14 Practitioner Manager of small company
15 No.15 Practitioner Manager of medium company
16 No.16 Practitioner Manager of medium company
17 No.l7 Practitioner Manager of small company
18 No.18 Practitioner Manager of small company
19 No.19 Practitioner Manager of medium company
20 No.20 Practitioner Manager of medium company
21  No.21 Practitioner Manager of small company

In terms of the number of the interviews (qualitative sample size), many authors

indicate that there is no ideal number of cases for research (Eisenhardt, 1991; Yin,

2008). Patton (1990, p. 185) asserts that “the validity, meaningfulness and insights
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generated from qualitative inquiry have more to do with the information-richness of the
cases selected and the observational/analytical capabilities of the researcher than with
sample size”. Perry (1998, p. 794) states that “the widest accepted range seems to fall
between two to four as the minimum and ten, twelve or fifteen as the maximum”. Guest,
Bunce and Johnson (2006) argue that 12 interviews should be sufficient, while Yin
(2008) asserts that data collection should be continued until data saturation is reached.
Data saturation is reached when additional data gathered provides few, if any, new
insights (Saunders et al., 2009). Similarly, Morgan (1997) stated that data saturation is

the point at which additional data gathered ceases to generate new understanding.

Considering all the arguments and suggestions above, in this study, determining the
number of interviews was largely dependent on the researcher who decided to cease
gathering data when it became easy to predict what would be said next in an interview
and data saturation was reached. This point arrived after 21 semi-structured interviews
(Table 3.7), which is more than is suggested by the authors mentioned previously.
According to the researcher’s experience of the interviews, it can be concluded that data
saturation is something which is intuited when it is reached rather than anything in any

way tangible.

3.8. Data collection method for the first phase

Due to the exploratory nature of the research in the first phase, this study employed
interviewing for data collection, in order to gain insights into the nature of guanxi-type
relationships and expand understanding of the relationship between guanxi and
relationship marketing, based on viewpoints of academics, experts, and managers of
SMEs in Egypt.

Interviewing is one of the most common and effective ways to understand people’s
lived experience and the meaning they make of that experience (Punch, 1998). There
are various types of interview, and the selection of one of them depends on the research
aims and questions (Punch, 1998). In terms of the level of formality and structure,
interviews are categorised as “structured interviews,” “semi-structured interviews” and
“unstructured or in-depth interviews” (Saunders et al., 2012, p. 374). Moreover,
interviews can be carried out on a “one-to-one basis” or “group basis” (focus group)
according to the form of interaction between the researcher and the interviewee(s)
(Saunders et al., 2012, p. 375).

103



For structured interviews, interviewers use a predetermined set of questions which
should be asked in precisely the same order and manner (Saunders et al., 2012), and
interviewees are given a limited selection of possible answers (Bryman and Bell, 2007).
This type of interview provides consistent information, which facilitates the analysis
and comparison of data (Bryman and Bell, 2007). However, it does not permit
respondents to offer further information or to express themselves in their own words
(May, 1997). Hence, structured interviews were not suitable for the aims of the
exploratory study in this thesis, as richer and more detailed answers were required in
order to discover Egyptian interviewees’ perceptions of guanxi-type relationships in
Egypt and relationship marketing, whether they applied these concepts or not and if so,

how they applied them.

In contrast, in unstructured interviews, researchers do not have a list of questions to
follow and can participate in the interview by offering their own opinions on the topic
(Bryman and Bell, 2007). Respondents are also given the great opportunity to speak
freely about events, behaviours and beliefs relative to the topic being discussed
(Saunders et al., 2012).

In semi-structured interviews, researchers have a “list of themes and questions to be
covered. These may vary from interview to interview”, meaning that certain questions
can be added or omitted to explore the research question and objectives, and the order of
questions can also vary (Saunders et al., 2007, p. 312). Thus, according to Mason
(1996), this type of interview combines structure with flexibility. For this reason, this
was the type used in this thesis. Table 3.8 displays a summary of the advantages and
disadvantages of semi-structured interviews

Table 3-8: The advantages and disadvantages of semi-structured interviews

Advantages of semi-structured interviews | Disadvantages of semi-structured interviews
= Can clarify the questions, clear doubts. = Respondents may be concerned about
= Add new questions. confidentiality of information given.
= Interviewer can read non-verbal cues. = Interviewers need to be skilful and trained.
= Can use visual aids to clarify points = Can introduce interviewer biases.
= Rich data can be obtained. = Respondents can terminate the interview at
= Tape or digital records can be used and any time
responses entered in a portable computer
afterward.

Source: Saunders et al. (2009)

Semi-structured interviews were employed for data collection in the first phase of the
research for the following reasons: semi-structured interviews offered the opportunity

and flexibility to collect valuable data from the participants (Carson, Gilmore, Perry and
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Gronhaug, 2002) on the meaning of the concept of guanxi-type relationships in Egypt,
identify their characteristics and names, determine the relationship between guanxi-type
relationships and relationship marketing and gain key insights into how organisations
can transfer personal relationships to organisational relationships in order to retain
customers. This was be accomplished by means of the open nature of the questions
posed, which allowed respondents to answer more freely without the restrictions
imposed by a limited set of alternatives (Maxwell, 2005). In addition, following a pre-
determined set of questions in semi-structured interviews allowed the researcher to
answer the research questions and make the most efficient use of time. Further, semi
structured interviews enabled the researcher to follow predetermined questions, while at
the same time asking related questions that were not originally included, and therefore
reveal issues that emerged from the interview or previous interviews, which may have
been absent from the initial interview schedule (Bryman and Bell, 2007; Collis and
Hussey, 2003; Mason, 1996; Saunders et al., 2012). The next section discusses the
design and contents of the interview schedule used in conducting the semi-structured

interviews.

3.8.1. Interview schedule design

An interview schedule was employed to provide a framework of general questions.
Designing interview questions is a critical process (Collis and Hussey, 2003). King
(2004) identified three resources for issues to be included in an interview schedule: the
existing literature, the personal knowledge and experience of the interviewer, and
informal pilot work such as discussions with individuals who have experience of the

research area. These three sources were used when preparing the interview schedules.

Two interview schedules were designed; one for the academics and consultants and
another for the managers of SMEs (Appendix II). The interview schedules were
designed according to the topics discussed in the literature review (Chapter 2), the
researcher’s background and experience in the research area, and preliminary work with
Egyptian academics and experts. The interview questions were reviewed/pre-tested by
academics in Hull University (supervisors) and two Egyptian academics working in UK
universities. They were subsequently pilot-tested with five participants, comprising two
Egyptian academics, two SME managers in Egypt, and one marketing consultant for

SMEs in the private sector.
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One of the main purposes of the pilot study was to ensure that the interview schedule
was appropriate for use with the target participants. Maxwell (2005) advised that the
interview schedule be pilot-tested to ascertain that the questions functioned as intended
and whether any modifications were necessary to avoid ambiguity or lack of clarity in
the questions. Further, pilot interviews allowed the researcher to determine how much
time was required for the interview and helped to improve the researcher’s ability to
manage the interview. Finally, to minimise data errors, it was helpful to verify the
validity of the variables of interest, and to test several aspects of conducting interviews
prior to the actual data collection. After the pilot test some modifications were made to

the interview questions to produce the final versions of the interview schedules.

The themes and issues, which formed the basis of the interviews, are summarised as
follows:

1- The origins and meaning (ethical and unethical) of guanxi-type relationships in
the Egyptian culture.

2- The name(s), main characteristics and variables of guanxi-type relationships in
Egyptian culture as well as the advantages and disadvantages of guanxi-type
relationships with respect to Egyptian SME sector

3- The guanxi-type relationships’ role in attracting new customers to the SMEs in
Egypt.

4- The meaning of relationship marketing investment programmes and which of its
program/s is/are widely used and suitable for Egyptian SME sector as well as the
meaning and key variables of relationship marketing with respect to the
Egyptian SME sector.

5- The relationship between guanxi-type relationships and relationship marketing;
and how the SMEs could transform personal relationships to organisational
relationships and the impact of this on avoid the problem of employees taking
the customers they brought into the company, when leaving the company.

A cover letter, consent form and glossary (Appendix Il) were designed to provide
beforehand to participants as discussed in next section (Section 3.8.2). Information
about the consent form (designing, preparation, and contents) is given in Section 3.15.
In the cover letter, the study and its aims were presented and the respondents were given
the assurance of anonymity and confidentiality; the researcher’s contact details were

also provided. The covering letter is important because it affects and encourages the
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participant’s decision to take part in the study. Moreover, to decrease any confusion,
important terms and concepts in both guanxi-type relationship and relationship
marketing, which were drawn from the literature, were provided in a glossary in order to
assist the respondents in interpretation and to decrease any confusion about jargon and

technical terms that could lead to confusion.

The interview schedules, cover letter, consent form, and glossary were initially prepared
in the English, and subsequently translated into Arabic to be suitable for the potential
participants (Appendix Il). The translation process applied to the interview schedules,
cover letter, consent form, and glossary is the same as the process applied to the

questionnaire package (see Section 3.12.1).

3.8.2. Conducting interviews

Before conducting the interviews, initial contact was made with every potential
participant to obtain their initial agreement to participate in the study; some of them did
not show interest in joining the study, while others did. After carrying out the initial
contact and before conducting the interview, a cover letter and consent form were
provided in order to provide the respondents with information they might need to make
a final decision about whether or not to participate (Oliver, 2010). Also, a glossary was
provided in order to assist the respondents in interpretation and to decrease any

confusion.

Twenty-one face-to-face semi-structured interviews were carried out in Arabic. At the
beginning of each interview, respondents were asked to sign the consent form and
whether they were willing to give permission for the interview to be recorded (Saunders
et al., 2012). The same types of questions were asked as in the interview schedule.
However, these questions were more free flowing and in some of the interviews the
researcher did not ask all the questions, either because the interviewees did not appear
interested in specific issues, or because their responses to previous questions already
answered the later questions, as the interviewees were not limited to following the
interview framework strictly. The questions were modified according the interviewees’

responses.

As mentioned previously, a semi-structured interview approach was used; hence, the
questions were designed as open-ended questions using phrases that could assist in

exploring the participants’ perspectives in detail, and which permitted the interviewer to
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ask follow-up questions to obtain further information about certain issues by using

probes (e.g. ‘can you tell me more’ or ‘what do you think?’) (Denscombe, 2010).

Apart from four interviews, where only notes were taken, all the interviews were
digitally recorded, with the permission of the participants (Saunders et al., 2007).
Digital recording has many advantages as it helps to ensure that none of the important
points made during the interview process are missed and allows the researcher to focus
on the interview rather than being involved in note taking (Saunders et al., 2007). The
duration of the interviews ranged from around thirty minutes to almost one hour and 10

minutes.

3.9. Qualitative data analysis techniques

In contrast to quantitative data analysis, there are no specific procedures to follow to
analyse qualitative data (Punch, 2005). Qualitative studies use a wide range of
approaches by which qualitative data can be analysed, depending on the theoretical
perspectives and the aim(s) of the study. For this study, data analysis of the first phase

of the research was informed by content analysis.

Content analysis is a qualitative research method, which is widely used for the analysis
of text data (Cavanagh, 1997) as it offers the researcher a picture of the respondents’
concerns, opinions, attitudes, and feelings (Cooper and Schindler, 2003). The purpose
of content analysis is to make reliable and valid inferences from data to their context
(Krippendorff, 2012) as well as providing knowledge, understanding, insights, and
representation of the facts of the phenomenon under study (Downe-Wamboldt, 1992).
This leads to a concise and broad description of the phenomenon, and the results of the
analysis are concepts or categories describing the phenomenon (Elo and Kyngas, 2008).
The main assumption in content analysis is that analysing texts enables the researcher
comprehend the cognitive schemas of others (Huff, 1990; Gephart, 1993). It is therefore
possible to apply content analysis to a wide range of organisational phenomena and it is
mainly for this reason that it has been frequently employed in the marketing research
(Roznowski, 2003; Stockdale and Standing, 2002).

3.9.1. Types of content analysis
Content analysis can take a qualitative or quantitative approach (Stockdale and
Standing, 2002). In quantitative content analysis, text data are coded into clear groups

and then described by the use of statistics, an approach which is also known as
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quantitative analysis of qualitative data (Morgan, 1993). In contrast, qualitative content
analysis goes beyond simply counting words to a deep examination of language
(Cooper and Schindler, 2003). This can be achieved by classifying large amounts of text
into categories that represent similar meanings (Weber, 1990). In such a case,
qualitative content analysis is described as a “research method for the subjective
interpretation of the content of text data through the systematic classification process of
coding and identifying themes or patterns” (Hsieh and Shannon, 2005, p. 1278). Table
3.9 compares quantitative and qualitative content analysis to enhance the understanding
of this method.

Table 3-9: Comparison between quantitative and qualitative content analysis

Quantitative content analysis Quialitative content analysis
Research | Deductive Inductive
approach
Purpose = Test hypotheses or address questions | = Grounding the examination of topics and
generated from theories or previous themes, as well as the inferences drawn
empirical research. from them, in the data.
= Used as a way to count manifest = Attempts to generate theory

textual elements. = Explore the meanings underlying

physical messages.

Sampling | Requires the data to be selected using | Qualitative content analysis usually consists
random sampling or other probabilistic | of purposively selected texts which can
approaches, so as to ensure the validity | inform the research questions being
of statistical inference. investigated.

Outcomes | The quantitative approach produces | The qualitative approach usually produces
numbers that can be manipulated with | descriptions or typologies, along with
various statistical methods. expressions from subjects reflecting how
they view the social world. By this means,
the perspectives of the producers of the text
can be better understood by the investigator
as well as the readers of the study’s results.

Source: Adapted from Zhang and Wildemuth (2009, pp. 308- 309)
Presenting the nature and types of content analysis, qualitative content analysis was
used as a means of qualitative data analysis in this study. This discussion justifies the
use of qualitative content analysis in view of the study approach, philosophical
underpinning and research objectives of the first phase of the study. Due to the
exploratory nature of the first phase of this research, there is insufficient literature on
the type of social network in Egypt (guanxi-type relationships). This required the
application of the inductive approach and the use of purposive sampling in order to
answer the research questions and achieve the objectives of this phase (as discussed
earlier in sections 3.3. and 3.7.1). In this case, analysis of data should focus on unique
themes that illustrate all the aspects of guanxi-type relationships and develop a
comprehensive framework for all aspects of these relationships, as well as exploring the
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relationship between guanxi-type relationships and relationship marketing. Moreover,
this study is more interested in the syntactic and semantic content embedded in the text
(qualitative content analysis) rather than in the quantitative analysis of the qualitative
data (quantitative content analysis) or the use of statistical descriptions of the
occurrence of particular texts or concepts, which is often criticised for missing semantic
information (Weber, 1990).

3.9.2. Approaches of qualitative content analysis

Qualitative content analysis can be carried out through three different approaches,
“conventional”, “directed”, and “summative”, which differ in the extent of involvement
of inductive reasoning (Berg, 2001; Hsieh and Shannon, 2005). These approaches used
the content of text data in order to interpret meaning (Hsieh and Shannon, 2005); they

differ in coding schemes and origins of codes, as explained below:

The conventional approach to qualitative content analysis is generally suitable when
there is a dearth of literature or theory on a phenomenon under research. Researchers do
not use the predetermined categories, and, rather, allow the categories and their names
to emerge from the raw data (Kondracki and Wellman, 2002). The directed approach of
qualitative content analysis begins with the previous literature or theory on a
phenomenon under research, to assist in formulates the predetermined categories (Potter
and Levine-Donnerstein, 1999). These predetermined categories are likely to change
later during the analysis (Potter and Levine-Donnerstein, 1999). The purpose of this
approach is generally to extend or validate a current theory (Hsieh and Shannon, 2005).
A summative content analysis begins by determine particular keywords frequencies
(Kondracki and Wellman, 2002), then extends the analysis to latent meanings and
themes (Hsieh and Shannon, 2005). Table 3.10 illustrates the differences between three
approaches to qualitative content analysis

Table 3-10: The differences between qualitative content analysis approaches

Type of Content Study Timing of Defining Codes or | Source of Codes or Keywords
Analysis Starts With Keywords

Conventional Observation | Codes are defined during data | Codes are derived from data
analysis

Directed Theory Codes are defined before and | Codes are derived from theory
during data analysis or relevant research findings

Summative Keywords Keywords are identified Keywords are derived from
before and during data interest of researchers or review
analysis of literature

Source: Hsieh and Shannon (2005, p. 1286).
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The choice of approach of qualitative content analysis depends on the nature of the
research and the problem being investigated (Weber, 1990). In the light of the above
discussion of qualitative content analysis approaches, this study adopted the directed
approach, as the analysis beginning with general codes generated from the literature,
which were expected to change and be modified during the analysis (Hsieh and
Shannon, 2005). Furthermore, the directed approach of qualitative content analysis
begins with existing theory or previous research on a phenomenon that is incomplete,
which was the case of this study, where there was insufficient or incomplete literature
on the type of social network in Egypt (guanxi-type relationships) and its relationship
with relationship marketing (Potter and Levine-Donnerstein, 1999). The following
discussion describes the process of applying qualitative content analysis.

3.9.3. The phases of qualitative content analysis

Qualitative content data analysis generally begins with preparation of the data and
finishes when the findings are written up and reported. In particular, qualitative content
analysis involves “qualitative data reduction and sense-making effort that takes a
volume of qualitative material and attempts to identify core consistencies and
meanings” (Patton, 2002, p.453). Qualitative content analysis can be carried out in three
phases: preparation, organisation, and reporting (Elo and Kyngds, 2008), as explained

below:

The preparation phase includes acquiring a sense of the data as a whole (Burnard, 1991;
Morse, 1994; Tesch, 1990) and choosing the unit of analysis (Cavanagh, 1997; Guthrie,
Petty, Yongvanich and Ricceri, 2004). The written material is read through several
times in order for the researcher to become immersed in the data (Burnard, 1991). This
is considered important as no insights or theories can emerge from the data unless the

researcher becomes very familiar with them (Elo and Kyngés, 2008).

Open coding, creating categories and abstraction comprise the organisation phase. Open
coding involves headings and notes being written in the text while it is being read to
portray all elements of the content (Burnard, 1991, 1996; Hsieh and Shannon, 2005).
These notes and headings are then put on coding sheets (Cole, 1988; Downe-Wamboldt,
1992) and lists of categories are obtained. These lists are then grouped under higher
order headings (Burnard, 1991) in order to reduce the number of categories (Burnard,
1991; Dey, 1993). Dey (1993) asserts that the creation of categories involves classifying
data as belonging to a specific group, thus necessitating a comparison between them.
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The creation of categories offers a way to describe the phenomenon, to gain greater
understanding and to produce knowledge (Cavanagh, 1997). Abstraction is the term
used for the generation of categories being employed to formulate a general description
of the research topic (Burnard, 1996; Robson, 1993). Subsequently, categories are
grouped together as principal categories and sub-categories as categories, with each
category being named according to the features of its contents, with the procedure
continuing until it is not longer feasible (Dey, 1993; Kyngds and Vanhanen, 1999;
Robson 1993).

The reporting phase includes presenting the study results. This is the last phase of
content analysis and perhaps the most challenging, as the results are formed through a
process consisting of several stages. In order to ensure that they are trustworthy, it is
necessary for the analysis procedure and the results to be described in detail in order
that readers may have a clear picture of how the analysis was performed as well as of its

strengths and limitations (Elo and Kyngas, 2008).

The use of content analysis in this study is complemented by using Nvivo9 software as
a tool to aid the process of analysing and interpreting the data. The next section will
shed light on the usage of NVivo9 as a tool to assist in qualitative data analysis in this

study.

3.9.4. Using Nvivo

Computer-assisted qualitative data analysis software (CAQDAS) has been growing
rapidly in recent years in terms both of the production of programmes that carry out
such analysis and the number of people using them (Bryman and Bell, 2007). One of the
most widely used software packages is NVivo, which helps in making the analysis
process faster and more efficient (Gummesson, 2003). Academics from various
disciplines use NVivo for qualitative data analysis. NVivo provides various tools that
encourage analysts to consider each document in detail while also making links,
comparisons and identifying commonalities. These tools can be used simultaneously
(Bazeley and Richards, 2000).

In this study, the use of NVivo9 permitted in-depth exploration of data, including
comparisons between the transcripts, to investigate the main categories and sub-
categories. The particular value of this is that it supported direct engagement with the

data, permitting iterative analysis of the categories that emerged to be merged or
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separated as appropriate. In addition, the use of NVivo9 in this study encouraged the
researcher to examine the transcripts and consider the meaning of each idea or sentence
(Strauss and Corbin, 1998). Furthermore, using NVivo9 offered this study many
advantages as a tool to assist in analysing the data, such as reducing the time needed to
carry out tedious manual tasks, allowing the researcher to deal with large amounts of
qualitative data and enhancing the flexibility of data management (Beck, 2003;
Creswell, 1998; Silverman, 2000).

It should be noted that NVivo assists qualitative data analysis but does not think on
behalf of the researcher (Bryman and Bell, 2007). While quantitative data analysis can
be automated, qualitative data analysis needs the involvement of the human mind as
data must be revealed, inferred and interpreted within a context, tasks which cannot be
carried out by computer software. In this regard, Gummesson (2003, p. 485) stated that
“the software can store data in an orderly way, provide structures and hierarchies of
data, perform certain analytical tasks and respond to questions that the researcher puts to
the data. Software assists, but does not take over interpretation.”

In the light of the above discussion in Sections 3.9.1.3 and 3.9.1.4, the analysis of the
qualitative phase of the research in this study was guided by content analysis and
informed by the set of phases involved in carrying out qualitative content analysis,
augmented by using Nvivo9 software. The next section presents the detailed process of

analysing the qualitative data applied in this study.

3.9.5. The process of qualitative analysis in the first phase
In order to support valid and reliable inferences, systematic stages were followed
through the qualitative data analysis (Tesch, 1990). These included first, preparing the

interviews for analysis and second, applying the phases of qualitative content analysis.

First: Preparing interviews for analysis
Preparing the interviews for analysis is an important and considered the first stage of
analysis (Creswell, 2003). The process of preparing the interviews for analysis included

four steps, as shown in Figure 3.4.
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Figure 3-4: The steps of preparing the interviews for analysis
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Step one: Transcribing interviews in Arabic

In this study, verbatim interview transcripts in Arabic were prepared. Transcripts serve
as the primary sources of data for content analysis (Elo and Kyngas, 2008). The
transcription process is time-consuming and therefore, to save valuable time, the
researcher had the interviews transcribed by a professional transcribing service, Next,
the researcher compared the transcripts to the recordings of the interviews to verify their
accuracy and to familiarise himself with the data; therefore, listening to the interview
recordings during the review of the transcripts can be seen as the first step in the

analysis process (Maxwell, 2005).

Step two: Validating interviews

After transcribing, the interview transcripts were validated. There are two established
validation methods for interview transcripts: respondent validation and peer validation.
The former proposes that researchers should return to respondents to verify the
transcripts, or even to modify or delete some points that had been raised in the
interviews. The aim of respondent validation is to look for correspondence between the
researcher’s impressions and the perspectives of respondents. Peer validation refers to
the checking of transcripts by an independent third party with no links to either the
interviewee or the researcher. The aim of this is to make sure that the transcripts

correctly reflect what was actually said by the respondents.
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The respondent validation method has been criticised for possibly jeopardising the
process of validating researchers’ accounts, particularly when the respondents are
accorded a privileged status vis-a-vis the accounts prepared by the researcher. Bryman
and Bell (2007) argue that respondent validation may provoke a defensive reaction on
the part of the respondents or even censorship. Therefore, the researcher decided to rely
on peer validation. It was considered that as third parties, peers are more objective and
have no vested interests in interfering with what was actually said in the recorded
interviews they are given. Copies of the transcripts together with the tape recordings

were given to four volunteers to check.

Step three: Translating interviews from Arabic to English

Translation is defined as a process where “the meaning and expression in one language
(source) is tuned with the meaning of another (target) language whether the medium is
spoken, written or signed” (Crystal, 1991, p. 346). The goal of data translation is “to
achieve equivalence of meanings between two different languages” (Regmi, Naidoo and
Pilkington, 2010, p. 20). Data translation is a critical stage in a study and involves
“subtle issues of connotation and meaning” (Marshall and Rossman, 2006, p. 111).
Temple and Young (2004) stated that translating data could be done by the researcher or
by professional translator. Esposito (2001, p. 570) noted that the translator is “actually
an interpreter who processes the vocabulary and grammatical structure of the words
while considering the individual situation and the overall culture context.” However,
because translation involves the construction of meanings, academics such as Marshall
and Rossman (2006) and Temple and Young (2004) argue that researchers should do
this process by themselves or show how it is to be done. For this study, the translation
process was as follows: a professional translator translated the transcripts into English
(forward translation). Next, the researcher reviewed these and discussed several points
with the translator, in order to arrive at the closest possible meaning (Regmi et al.,
2010; Twinn, 1998).

The transcripts then were validated by ‘back translation’ by a different professional
translator, who translated them back into Arabic in order to check that the forward
translation had been accurate and omitted nothing. Both the Arabic versions were then
compared and it was found that the back translation version was almost identical to the
original Arabic version. Writers on methodology such as Brislin, Lonner and Thorndike
(1973), Malhotra, Agarwal and Peterson (1996), Mallinckrodt and Wang (2004),
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Salciuviene, Auruskeviciene and Lydeka (2005) and Temple (1997) maintain that back

translation is key to obtaining accurate results.

The literature indicates that researchers may encounter difficulties caused by linguistic
and socio-cultural differences between the source and the target languages when
translating qualitative data (Temple and Young, 2004; Twinn, 1998; Xian, 2008). In
some cases, the literal translation of an expression used in a conversation may not give
an accurate sense of it and it may therefore be meaningless to readers who do not
understand the speakers’ cultural background. To surmount such potential problems in
cross-culture translation, the researcher applied the suggestions of researchers such as
Marshall and Rossman (2006), Regmi et al. (2010), Temple and Young (2004) and
Xian (2008). For instance, Xian (2008) suggested a contextualised approach to
translation in which the focus is on contextual rather than verbal consistency between
languages. In the same vein, Regmi et al. (2010) argued that researchers should engage
with meanings to arrive at accurate and valid translations instead of using literal
translation. That is, the translated data need to be considered according to the
underlying meanings in the interviews in order to reflect the views and experiences of

respondents, and that is what has been applied in this study.

Step four: Importing interviews in NVivo9 software

After translating the transcripts into English, they were imported into NVivo9 software.
To do so, a project for this research was first created in the NVivo9 software. This
project served as a container for all the data files used during the project. It became an
organised storage file system that assisted the researcher to find material and store it in
one place (Creswell, 1998). Interview transcripts were prepared by word processing,
and then imported into NVivo9. Next, the transcripts were arranged in a meaningful
manner. Four folders were created in the sources section in NVivo9. The first folder
contained the interview schedule, the second contained the interviews with academics,
the third, held the interviews with experts and the fourth folder comprised the
interviews conducted with practitioners (managers of SMEs). Figure (3.5) is an Nvivo9
screenshot, which shows the project created for this research and the folders created and

arranged in the sources section in Nvivo9.
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Flgure 3-5: The created and arranged folders in the Nvivo9 new project
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Moreover, each of the interviews was considered as a case and the attributes of each
case were identified. Using the classification tool helped the researcher to classify the

interviewees according to their type, or according to their gender (male or female).

Second, applying qualitative content analysis phases

After preparing interview for analysis, this stage involves applying the phases of
qualitative content analysis: preparation, organisation and reporting. These include
defining the unit of analysis, reading through interviews, generating the initial set of
codes, developing higher-level codes and drawing the research conclusion and final
report. The process of applying the qualitative content analysis includes five steps as
shown in Figure 3.6.
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Figure 3-6: The steps of applying the qualitative content analysis
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Step one: Unit of analysis

The first part of the preparation phase in the qualitative content analysis is to decide the
unit of analysis. “The unit of analysis refers to the basic unit of text to be classified
during content analysis” (Zhang and Wildemuth, 2009, p. 310). This study takes
interviews as the unit of analysis. Elo and Kyngas (2008, p. 109) “pointed out that the
most suitable unit of analysis is whole interviews or observational protocols that are
large enough to be considered as a whole and small enough to be kept in mind as a
context for meaning unit during the analysis process”. Hence, the analysis of the
verbatim interview transcript involved a ‘part-to-whole’ and ‘whole-to-part’ type of
interpretation (Thompson, Locander and Pollio, 1989). This was an iterative process in
which each interview was considered as a ‘part’ of the ‘whole’ qualitative data, and its
interpretation and reinterpretation was carried out in relation to the developing sense of

the ‘whole’ (Thompson, Pollio and Locander, 1994)

Step two: Reading through the interviews

The other part of the preparation phase in the qualitative content analysis is to read
through the interviews transcripts. “Reading through the interviews is an important step
before starting coding and categorising the data in order to obtain a general sense of the
information and reflect on its overall meaning” (Bryman and Bell, 2007, p. 594). It
assists the researcher to understand “What general ideas are participants saying? What is
the general impression of the overall depth, credibility, and use of the information?”
(Creswell, 2003, p. 191).
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After initial transcript analysis within interviews, an attempt was then made to identify
similarities among interviews. In this process, early readings of a text informed later
readings; the latter enabled the researcher to explore patterns that had not been noted in
the initial analysis (Thompson and Haytko, 1997). It should be mentioned that this
process of iteration is required as a holistic understanding of a text should be developed
over time (Thompson et al., 1994), and the initial understandings of a text can be
adjusted and improved as later readings offer a more developed sense of the text as a

whole.

Annotation tools of NVivo9 were used while reading the interviews. Annotations are
quick to prepare and quick to access (Bazeley and Richards, 2000). They permit the
researcher to add one note or more as well as ideas to the transcript. The researcher
went through the data several times to familiarise himself with the content, to write the
code against each paragraph or sentence, and to add additional notes using annotations.
After obtaining an initial sense of the interviews, the coding process using NVivo9 was
begun. Coding is necessary to reduce data (Miles and Huberman, 1994).

Step three: First level codes or early level codes

This step is considered part of the organisation phase in qualitative content analysis.
Two meanings of coding are found in the literature. Coding is referred to as the initial
process in data analysis and the basis for what comes afterwards in this analysis
(Bryman and Bell, 2007; Punch, 2005). Alternatively, “coding is analysis” (Miles and
Huberman, 1994, p. 56) as it is at the heart of the data analysis. These meanings are
both accurate, as coding starts the analysis while also continuing on various levels
throughout it (Punch, 2005). Miles and Huberman (1994, p. 56) offer a comprehensive
definition for coding by stating that “codes are tags or labels for assigning units of
meaning to the descriptive or inferential information compiled during a study. Codes
usually are attached to ‘chunks’ of varying size-words, phases, sentences or whole

paragraphs, connected or unconnected to a specific setting.”

Further, according to Neuman (2006, p. 460), “coding involves two simultaneous
activities: mechanical data reduction and analytic categorisation of data”. Mechanical
data reduction requires researchers to compress large amounts of raw data into smaller
“bundles”, thus making the data more manageable. Data categorisation occurs when
data are analysed qualitatively by classifying them into categories by concepts, themes,

or topics with similar characteristics.
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According to the directed approach of qualitative content analysis used in this study the
coding process started with a set of general themes (coding categories) constructed from
the existing literature (Checkland and Holwell, 1998: Hsieh and Shannon, 2005; Miles
and Huberman, 1994). The following list of initial themes emerged from the literature:

1- Meaning of the guanxi-type relationships in Egypt.

2- Name of the guanxi-type relationships in Egypt.

3- Key characteristics of guanxi-type relationships in Egypt.

4- Variables of guanxi-type relationships in Egypt.

5- Ethical and non ethical practices of guanxi-type relationships in Egypt.

6- Advantages and disadvantages of guanxi-type relationships in Egypt.

7- Key variables of relationship marketing.

8- The relationship between guanxi-type relationships and relationship marketing.

9- Transforming the personal relationships to organisational relationships.

As well as the existing themes (coding categories), other themes, and hence codes, were
created inductively from data if this research permitted the addition of new categories.
That is, the codes and main themes of this research were identified and constructed from
the existing literature and the data, which is consistent with the directed approach of

qualitative content analysis.

It should be indicated that it is not easy to create fixed codes at the beginning of the
analysis, and to maintain them without changes, Hsieh and Shannon (2005) and Miles
and Huberman (1994) note that codes change and develop throughout the analysis.
Similarly, Corbin and Strauss (2008) stress that, although researchers bring a
considerable background from the literature to the inquiry, “there is always something
new to discover; if everything about a topic is known beforehand, there is no need for

qualitative study” (Corbin and Strauss, 2008, p. 36).

NVivo9 was used to facilitate the coding process. In NVivo9, “the containers for coding
are nodes, and a node is made for each topic or concept to be stored” (Bazeley and
Richards, 2000, p. 24). The program allows multiple codes for the same data. It also
assists in overcoming the manual labour of coding, rearranging the codes, and accessing
them when required (Bazeley and Richards, 2000). However, it does not produce the
codes automatically and the researcher must interpret the data, create the codes, and

reorganise and retrieve them when required. That is, “CAQDAS does not and cannot
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help with decisions about how to code qualitative data or how to interpret findings”

(Bryman, 2007, p. 621).

Figure 3.7 shows a list of initial or early level of codes developed in the NVivo9

project. Initial codes are named free nodes in the NVivo9 project and the coded text is

hyperlinked to its source to facilitate retrieval of the whole interview
Figure 3-7: List of codes in NVivo9
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The initial level of coding is basically descriptive and does not need a great deal of
inference, if any, beyond the coded data. This level of coding refers to first level codes,
which match the use of the free nodes in NVivo. “Free nodes do not assume
relationships with other concepts, so they are useful” when starting coding (Bazeley and
Richards, 2000, p. 25). At this stage, it is helpful to make full use of free nodes to avoid
structuring the data too early. Tree nodes are used when the structure is more apparent
(Bazeley and Richards, 2000). These early codes or free nodes include the codes that
were identified from the literature and the codes created inductively during the analysis.
The early codes are further refined in developing categories.

Step four: Second level codes

This step is considered part of the organisation phase in the qualitative content analysis.
The second level of coding (or higher-level coding) is an explanatory pattern coding
that requires a higher level of inference and integrates coding that is more descriptive
and less abstract (Punch, 2005). The higher level coding is generally referred to as
categories in the literature (Miles and Huberman, 1994). This type of code matches with
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the “tree nodes” created with NVivo9. Tree nodes are used when the analyst finds that it
is necessary “to create a node as a subcategory of another” (Bazeley and Richards,
2000, p. 70). Tree nodes can be structured hierarchally to include categories and
subcategories (Bazeley and Richards, 2000). In this study, the initial codes (the free
nodes) were put into categories (tree nodes) according to concepts, themes, and topics

with similar features (Neuman, 2006).

Step five: Conclusion drawing and reporting

This is the final phase of the qualitative content analysis, reporting, whose aim is to
integrate what has been achieved into a meaningful and coherent picture of data. It is at
this stage that the researcher starts formally to decide on meanings. In addition, the
concepts and propositions are presented in the form of research findings (these are
discussed in Chapter Four, and further discussion about using previous literature to
interpret these findings can be found in Chapter Six). Further, Miles and Huberman
(1994) asserted that the trustworthiness of the meanings emerging from the data should
be tested. The following section discusses the quality considerations of qualitative data
in this study.

3.10. Assessing the trustworthiness of the qualitative phase

Miles and Huberman (1994) asserted that the quality of the meanings emerging from the
qualitative data should be tested. Lincoln and Guba (1985) propose trustworthiness as
an alternative term for reliability and validity and a way of assessing good qualitative
research, and identified four criteria on which the quality of qualitative research can be
evaluated instead of by reliability and types of validity. These are summarised in Table
3.11.

Table 3-11: Criteria for '!udging the gualitz of gualitative research

Criteria Description

Credibility Negotiates that the results of qualitative research are credible or believable
from the perspective of the participant in the research.

Transferability/ Concerns the degree to which the qualitative research results can be

generalisability generalized to other contexts.

Dependability Concerns whether the applicability of obtaining the same findings if the

same phenomenon is observed twice.

Confirmability Concerns the degree to which the results could be confirmed by others.

Source: Lincoln and Guba (1985).

This study was guided by these criteria to assess the quality and soundness of
qualitative phase of this research, and in order to achieve these criteria, this study

utilised some techniques suggested by methodologists, as discussed below,
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First: Credibility
Credibility refers to the “validity of setting the research frameworks” (Miyata and Kai
2009, p. 67). The results of qualitative research should be believable from the
perspective of the research participants. Several activities that can be used during the
research process to produce credible findings and interpretations have been suggested.
Among these are prolonged engagement, which involves staying in the field until data
saturation occurs, triangulation, and member checking (Lincoln and Guba, 1985; Miyata
and Kai, 2009; Riege, 2003). The following are the techniques used in this thesis to
enhance the credibility of the qualitative findings:
1. Triangulation: This is an approach that employs multiple data sources, theories and
methodologies (Patton, 2002). Multiple sources and of evidence were used in this

thesis as it used interviews and surveys to gather data.

2. Referential adequacy: This refers to being able to prove the existence of the
evidence that has been gathered, such as audio recordings. In this study, the
recorded interviews and their transcripts (in two languages, Arabic and English) are
available, although due to space limitations, they are not included in their entirety.
Rather, sections of relevant parts (quotations) are included in the presentation of the
findings in Chapter Four. The interviews were analysed by NVivo9, and the whole
analysis process of the data within NVivo9 is available.

3. Member checking where the researcher summarised the information received from
the respondent and then reported back the preliminary findings as suggested by
Atkinson and Coffey (2003).

Second: Transferability

Transferability refers to the extent to which the findings can be applied or generalised to
other contexts or with other respondents (Lincoln and Guba, 1985) and is the equivalent
of generalisability in quantitative research. The following strategies were used in this
thesis in order to assure transferability, as suggested by Maxwell (2005), Patton (2002),
and Yin (2008). First, purposive selection of participants was used in order to select
cases of most relevance to the research problem, and that could provide range of precise
and rich information about the research context as broad as possible, as discussed in
Section 3.7. Second, reference was made to prior studies in which confirming and
disconfirming evidence is offered and applied, and the results of the current study were
interpreted by using prior theories as a lens (See Chapter Six).
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Third: Dependability

Dependability is the equivalent of reliability in quantitative research, and refers to the
likelihood of obtaining the same findings if the same phenomenon is observed twice.
However, it is not easy to assume stability in qualitative research (Lincoln and Guba,
1985), as qualitative studies usually rely on events that are less controllable (Miyata and
Kai, 2009; Neuman, 2006). This is also because the interactive process between the
researcher, setting and methods in qualitative research can give different results.
Dependability can be evaluated by the audit trail, which shows how the researcher was
able to achieve what is achieved (Lincoln and Guba, 1985). The audit trail includes a
complete record of the various stages of the research process, audio recordings, data
reduction and analysis products.

Fourth: Confirmability

Confirmability is the equivalent of objectivity in quantitative research and refers to the
neutrality of the observations and interventions in qualitative studies (Miyata and Kali,
2009). In the same vein, Lincoln and Guba (1985) argue that confirmability refers to the
degree to which the results could be confirmed by others. Furthermore, Lincoln and
Guba (1985, p. 243) state that “confirmability is concerned with assuring that data,
interpretations, and outcomes of inquiries are rooted in the contexts and persons apart

from the evaluator and are not simply figments of the evaluator’s imagination.”

The most common technique for ensuring confirmability is the confirmability audit.
According to Lincoln and Guba (1985), this audit and the dependability audit mentioned
above can be performed at the same time. Miles and Huberman (1994) state that this is
done by confirming that the findings and interpretations are based on raw data and by
explicitly describing the methods and process of the research (e.g., raw data, data

reduction and analysis products, and process notes).

This study offered and applied the confirmability audit by explicitly explaining and
discussing every step, method and process of the research as discussed in this chapter.
Furthermore, the researcher carefully designed the interview schedule, which underwent
thorough verification and piloting processes to collect credible information. The
interview transcripts were peer validated to ensure accuracy and hence give more
credibility to the information provided. Finally, the study as a whole was undertaken in
accordance with good practice and conformity to all relevant research ethics suggested
by the literature.
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Part Three: Research Design of the Second (Quantitative) Phase

3.11. Population, sampling frame and sample selection for the second

phase
Population “is the universe of units from which the sample is to be selected” (Bryman
and Bell, 2003, p. 93). There are two main approaches to determining the appropriate
number of respondents from the population: a census for small populations and a
sample for large populations. Israel (1992) revealed that the census approach is
attractive for small populations (e.g., fewer than 200). A census has many advantages;
such as eliminating sampling error and providing data on all the individuals in the
population. Moreover, as the costs of questionnaire design and developing the sampling

frame are fixed, that is, they will be the same for small and large samples.

The second approach to determining the number of respondents from the population is
to gather information from only certain members of the population (sampling) and to
attempt to ensure that their characteristics and responses are representative of the
population from which they are drawn. A large and sufficient sample size should be
drawn from the population in order to avoid bias, to fulfil the requirements of analytical
methods and to ensure that the data gathered will be reliable as a basis for making
recommendations and generalising data to the whole population (Field, 2009; Hair,
Black, Babin and Anderson, 2010). The decision about sample size is not a
straightforward one; as it depends on a number of considerations such as time, cost, and
level of confidence that the researcher needs to have in the data, as well as the
acceptable margin of error and the type of analysis that will be used (Bryman and Bell,
2003; Saunders et al., 2012). Sampling is much cheaper, faster and easier than
surveying all members of a group and a common practice in research. There are two
broad types of samples: ‘“non-probability” samples (e.g. ‘“convenience” and
“purposive”), and “probability” samples (e.g. “simple random”, “systematic random”,

“stratified random” and “cluster random”) (Saunders et al., 2012, p. 261).

Based on the previous discussion and the nature of the research problem, objectives and

according to the research proposed model suggested in Chapter Two of this thesis, this

study was concerned with a unique target population, the customers of SMEs in Egypt

who were introduced and invited to the company by a member of staff who already had

a personal relationship with them. The type of sample used in selection of the customers
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was a simple random sample, involving a random selection of the respondents among
those customers who met the criterion of being customer invited to the company by a
member of staff who already had a good personal relationship with them. With regard to
the overall number of customers who represent the unit of analysis in this thesis, it was
not possible to determine, but a list of the SMEs in the trade sector was available.
Therefore, the researcher contacted the SMEs seeking their help by providing contact
details of customers who were invited to their companies by any member of staff
(customers from the social network of the company’s staff). The companies did not
agree to provide such personal information on customers. Consequently, the researcher
was not able to contact the customers directly, however, companies agreed to distribute
the questionnaire through them to customers.

There are 25,230 SMEs working in the trade sector in Egypt according to Social Fund
for Development (SFD) database. Only 1,300 companies were returned from the SFD
database that fulfilled the following conditions; first, full contact details were available
about these companies, particularly their telephone numbers, so they could be contacted
to ask if they were interested in participating and if they applied relationship marketing
and invited customers through the social network of the staff. Second, companies that
have benefited from the marketing programmes provided by SFD in their work, which
could be considered as an indicator of applying (even partially) relationship marketing
investment programmes and relationship marketing. The reason for imposing these
criteria was that some of the SMEs in Egypt do not apply any type of marketing; thus it
would not be appropriate to include them in the sample frame. Accordingly, the above
criteria were used to refine the sample frame and to include only the SMEs that

benefited from the SFD marketing programmes and had full contact details.

The decision was made to contact the full list of 1,300 companies as they were
considered to be the sample frame. All of the 1,300 companies were contacted to obtain
their initial agreement to participate in the study. In order to encourage the companies to
assist in the research, the researcher assured the companies that he would supply them
with a managerial tool kit and that the eventual findings of the study would be presented
to the company. As a result, 412 of them showed interest in joining the study and gave
their initial agreement to participate in this research, while the others did not. Reasons
given by other companies for not taking part in the survey were one or more of the
following: 1) they do not apply the concept of relationship marketing or relationship
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marketing programmes; 2) some do not use a social network of staff or managers to

attract customers; 3) others were not interested in participating.

Formal letters of invitation were sent together with the questionnaire package to all of
the 412 companies, to provide them with information they might need in order to make
a final decision about whether or not to participate (see Appendix Ill). The information
given to the companies included a brief explanation of the objective of the study, its
importance to them, the purpose for which the data would be used, issues relative to
confidentiality, and their role and the voluntary nature of their participation in the

research. Accordingly, all the companies confirmed their final agreement.

The 412 companies which agreed to participate were in different locations in Egypt, and
the resulting dispersion of the sample assisted in minimising possible geographical bias
(Wong, 2004). SMEs managers offered to distribute, on average, five questionnaires.
Accordingly, the researcher distributed five questionnaires to each of the 412 companies
and asked them to select five respondents randomly from their list of customers who
met the criterion (being a customer invited to the company by a member of staff). In
order to ensure the random selection of customers, the researcher provided SMEs

managers with a website (http://www.random.org/integers/) to be used in the selection

process. Therefore, the type of sample used in selection of the customers of the SMEs
that took part in the study was a simple random sample. To collect the required data
from research targets, a research questionnaire should be designed. The following
section addresses the process for developing the questionnaire that was used for data

collection in the second phase of this study.

3.12. Data collection method for the second phase

This section outlines the rationale for using the survey method as a data collection
technique in this research. According to methodology adopted in the second phase of
the research (positivist paradigm, deductive approach and quantitative research
method), the experiment and survey are considered to be the most suitable data
collection methods (Collis and Hussey, 2003; Saunders et al., 2012). Table 3.12 below

shows the definitions of both the experiment and survey methods.
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Table 3-12: Definition of data collection methods for positivist paradigm

Method Type of Paradigm Definition

Experimental Study | Positivist Paradigm “Is a positivistic strategy, conducted either in
laboratory or in natural setting in a systematic way... to
allow the researcher to eliminate certain variables or
keep some variable constant... it usually permits causal
relationships to be identified. The aim is to manipulate
the independent variable in order to observe the effect
on the dependent variable; problems include
confounding variables which the researcher attempts to
control” (Collis and Hussey, 2003, pp. 61-62)

Survey Positivist Paradigm “Is a positivistic strategy, whereby a sample of subjects
is drawn from a population and studied to make
inferences about the population” (Collis and Hussey,
2003, p. 356)

Source: adapted from Collis and Hussey (2003)
In this study, the survey method was considered suitable in the second phase of the

research for the following reasons:

First, this study seeks to fill a gap in the body of knowledge by developing a unified
model linking guanxi-type relationships and relationship marketing, and empirically
testing the relationship between them. This has been achieved using surveys. Saunders
et al. (2007, p. 138) highlighted that “data collected using a survey strategy can be used
to suggest particular relationships between variables and to product models of these

relationships.”

Second, the survey method is a popular and common data collection technique in
business and management studies and is generally assumed to be authoritative. Survey
allows the collection of a considerable amount of standardised data from a large number
of respondents in a relatively short time and at a low cost. In addition, surveying a large
number of respondents will enable the results to be generalised (Creswell, 1994;
Saunders et al., 2012; Sekaran, 2003; Zikmund, 2000).

Third, surveys also allow quantitative data to be collected and analysed quantitatively
using statistics (Saunders et al., 2012), which suits the research purposes as this study
aims to empirically test the unified model which links guanxi-type relationships and

relationship marketing using statistical analysis.

Fourth, this study does not attempt to eliminate certain variables or keep constant some
variables, which the researcher needs to control. Thus, there was no need to conduct an
experimental study (Collis and Hussey 2003, p. 62), which does not suit with the aim of
the study.
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Data collection through the survey can be done in a number of ways: such as
questionnaire, structured observation and structured interviews (Saunders et al., 2012).
Among them questionnaire is the most effective way in collecting data from large
samples (McCelland, 1994). Moreover, a questionnaire is the most widely-used method
of collecting data in a survey strategy (Clarke, 1999; Saunders et al., 2012) and widely
used in guanxi and relationship marketing literature (e.g., Lee et al., 2001; Lee and
Dawes, 2005; Ndubisi, 2005; Sin et al., 2002; Sin et al., 2005; Tseng, 2007; Wong,
1998). All of these considerations made a questionnaire the most appropriate data
collection tool for this study. There are many types of questionnaire including self-
administered and interviewer-administered questionnaire, as shown in Figure 3.8.

Figure 3-8: Types of Questionnaire

Questionnaire

Y Y

Self-completed Interviewer-completed
(administered) (administered)

i Y Y i Y

Internet (online)
(web-based) and Postal (mail)
intranet-mediated questionnaire
questionnaire

Delivery and
collection
questionnaire

Telephone Structured
questionnaire interview

Source: Adopted from Saunders et al. (2012, p. 420).

This research utilised self-administered questionnaires, which are also called self-
completed questionnaires, and have been defined as “a data collection technique in
which the respondent reads the survey questions and records his or her own responses
without the presence of a trained interviewer” (Hair, Bush and Ortinau, 2003, p. 265).
This study adopted this kind of questionnaire for the following reasons: first, the
population consists of a considerable number of respondents; therefore self-completed
questionnaires offer a method of surveying them more rapidly and at lower cost than a
questionnaire administered by the researcher; second, the questionnaire can be
completed at the respondents’ convenience; third, it is possible to access a
geographically widespread sample relatively inexpensively as the researchers’ presence
is not necessary (Zikmund, 2000); fourth, it is extensively used in guanxi and
relationship marketing literature (e.g. Lee et al., 2001; Lee and Dawes, 2005; Sin et al.,
2002; Sin et al., 2005).
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The type of self-completed questionnaire used in this study is a delivery and collect
questionnaire. As the name implies, this method involves the researcher/researcher’s
helpers travelling to the company location to personally deliver the questionnaires to the
company; then the questionnaires are given to respondents by the company. Next, the
questionnaires are collected from the company after the company receives the survey
from the respondents (Hair et al., 2010; Zikmund, 2000).

This method was adopted in this study, as recommended by Ibeh and Brock (2004), for
the following reasons: first, the survey was conducted in one of the less-developed
countries (Egypt), where the infrastructures of post and e-mail are not sufficiently
effective to obtain an acceptable response rate and overcome logistic constraints, thus
the delivery and collect method expected to achieve a higher response rate than other
methods; second, this method gives the researcher the chance to check the answers
quickly and this may help in avoiding any basic problems such as missing values; and
finally, other means of questionnaire data collection cannot be adopted because the
companies (SMEs) did not agree to provide such personal information on customers.

Consequently, the researcher was not able to contact the customers directly.

3.12.1. Questionnaire design process

The questionnaire is “a reformulated written set of questions to which respondents
record their answers, usually within rather closely defined alternatives” (Sekaran, 2000,
p.233). In order to obtain the required information from respondents, questionnaire
contents should be clear, reliable and valid (Malhotra and Briks, 2003; Neuman, 2006;
Punch, 1998). Zikmund (2000) argues that the characteristics of a good questionnaire
are relevance and accuracy. Relevance means that the questionnaire only contains the
information necessary to solve the research problem. Also, if a questionnaire is
accurate, then the data obtained from it will be valid and reliable. Neuman (2006) stated
that the researcher should design the survey questions to avoid jargon and technical
terms, eliminate ambiguity in questions that may lead to confusion, and avoid leading
and overlapping questions. The following discusses the steps followed in this study to
design and test of the overall questionnaire, guided by Anderson and Gerbing (1988),
Churchill (1979), DeVellis (1991) and Netemeyer, Bearden and Sharma (2003).

First step, define the research variable: the first step in questionnaire development is
specifying the definition of the research constructs and variables where “the researcher
must be exact in delineating what is included in the definition and what is excluded”
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(Churchill, 1979, p. 67). In this stage, the researcher must clearly draw the boundaries
of the constructs under investigation. Accordingly, based on the extensive literature
review in Chapter Two, the definitions of the variables and the key issues used in the
present study were specified and boundaries were drawn. Beginning the process of
developing the questionnaire by specifying the constructs definition was consistent with
Netemeyer et al. (2003, p.9), who argue that the “the process of scale development
starts with a thorough review of the literature in which a solid theoretical definition of

the construct and its domain is delineated and outlined.”

Second step, generating a pool of items: after the constructs were specified and
boundaries were drawn, a set of items was generated to measure each research variable.
In order to generate items for each variable, valid and reliable measures of relevant
constructs that had been published and validated in prior literature were modified to suit
the context of this research. An intensive review of the literature was undertaken to
identify existing measures of related constructs and develop such a pool of items
(Appendix V).

Third step, selection of scale items: after the pool of items was developed, the scale
items to measure the constructs in this research were selected. To select the most
appropriate items to measure these constructs, the following criteria were applied. First,
the items selected for this study were chosen to represent the perceptions of customers,
who were the final target of the questionnaire. Second, in accordance with Churchill
(1979) and Peter (1979), multi-item scale used to measure each variable in this research,
which is considered important for enhance the validity and reliability of the scale.
Anderson and Gerbing (1988, p. 415) argue that multiple items “allow the most

unambiguous assignment of measuring to the estimated constructs”.

Accordingly, the measurement items for this study were developed by adapting
measures that had been validated in previous studies to fit the context of the research
construct (guanxi-type relationships in Egypt, relationship investment programmes,
relationship marketing, relationship quality and customer retention). Moreover, the
qualitative research phase was drawn on in order to generate new items and augment
items grounded in the literature, consistent with Churchill’s (1979) paradigm. Indeed,
the results of the qualitative phase added to the scales’ contextual relevance, as well as
enhancing face validity. As a result, items were ready to go through translation and pre-
test.
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Fourth step, translation of the questionnaire: the questionnaire was initially prepared
in English, and subsequently translated into Arabic to be suitable for the potential
respondents. Forward translation was carried out by the researcher himself (Temple and
Young, 2004); then the translated questionnaire sent to a professional translator to check
the translation and the researcher discussed some points about the translation with the
translator in order to arrive at the closest possible meaning (Twinn 1998; Regmi et al.
2010). Next, the translated questionnaire was reviewed by two Egyptian academics
working in UK universities to clarify the usage of Arabic terminology in the Arabic

version of the questionnaire.

Subsequently, the translation processes were validated using ‘back translation’. A
different professional translator carried out the back translation, whereby the
questionnaire was translated back into English, to ensure that the forward translation
covered all aspects of the original documents. Both English versions were compared
and the versions found to be consistent. No significant differences were discovered
between them. Thus, it was concluded that the English and Arabic versions had the
same contents and meanings. The theoretical background to the translation process, the
difficulties caused by linguistic and socio-cultural differences between the source and
the target languages, and how to avoid these have already been presented and discussed
in Section 3.9.5, step three, when discussing the translation of interview transcripts. The
translation was also applied to the cover letter and the consent form (Appendix I11)

which were included in the survey package.

Fifth step, pre-test of the questionnaire: pre-testing the questionnaire before
conducting the main survey is supported by several scholars and considered one of the
important steps of developing a valid and reliable questionnaire (Blair and Presser,
1992; Churchill, 1995; Reynolds and Diamantopoulos, 1998; Zikmund, 2000).
Accordingly, after the translation and before the survey could be considered final, pre-
tests were conducted (Baker, 2003; Deng and Dart, 1994). It was important for “experts
to comment on the representativeness and suitability of the questionnaire questions.
[Pre-testing also allowed] suggestions to be made on the structure of the questionnaire,
to help establish content validity and enable necessary amendments to be made prior to
pilot testing with a group from the final population in the sample” (Saunders et al, 2012,
p. 451). The objective was to detect any possible shortcoming in the design of the
questionnaire and calibrate the research instrument in order to ensure that it has the

highest possible degree of reliability and validity (Zikmund, 2000).
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The pre-tests were conducted for both English and Arabic versions in order to refine the
questionnaire. For the English version, the questionnaire was pre-tested with two
academics from the University of Hull, one academic from Monash University in
Australia, and one academic from Waikato University in New Zealand. The
questionnaire was also given to ten PhD researchers at Hull University Business School,
most of whom were studying topics related to relationship marketing and guanxi. The
Arabic version of the questionnaire was pre-tested with five Egyptian academics (two of
them in universities in the UK, and the others working in Egyptian universities), and
two practitioners (one the manager of a small company and the other a marketing
manager for medium-sized company). All were asked to check the scale indicators for
content validity and provided comments that could be used to revise the scales.

The comments from the pre-test were taken into account, and used to adjust the
questionnaire in order to improve clarity and relevance of the research instrument.
Modifications were made, for example, ambiguous wordings and unclear meanings
were clarified, some items were eliminated because of duplication, and some questions
were combined in order to give the full significance of some items and to reduce the
length of the questionnaire. In addition, leading and/or ambiguous questions were re-
worded to prevent confusion and to enhance the understanding of the questionnaire

items.

Sixth step, pilot Study of the questionnaire: in order to refine the questionnaire and
make it more relevant to practices in Egypt, the pilot test was conducted with a group
similar to the final population from which the sample was drawn (Saunders et al.,
2012). Bell (2010) and Saunders et al. (2012, p. 451) advise that the researcher should
“give the questionnaire a trial run, as, without a trial run, [there is] no way of knowing
whether the questionnaire will succeed”. The main aim of “pilot testing is to refine the
questionnaire so that respondents will have no problems in answering the questions and
there will be no problems in recording the data”. It also ensures that the instruments are
free of ambiguity and are readable and that the layout of the questionnaire is suitable.
Furthermore, a pilot testing serves to make an assessment of the validity of the
questionnaire scales, and to provide feedback on the content validity, design, length and
instructions for completion (Saunders et al., 2012, p. 451).

Accordingly, a pilot survey was carried out with 20 customers of Egyptian SMEs.
Dillman (2009) and Saunders et al. (2012, p. 451) indicate that for most research
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questionnaires, “the minimum number for a pilot is 107, although for large surveys
(such as a census) “between 100 and 200 responses” is usual. Based on feedback from
the pilot-test, the questionnaire was refined and a revised final questionnaire was
developed. The pilot test respondents provided positive feedback on the content validity

of the measures. The feedback helped to clarify and improve the questionnaire.

In the piloted version of questionnaire, the background information of the respondents
and the questions about the nature of the relationship with the person who invited
him/her to be a customer was set out in the last part. After the piloting, it was found that
it was preferable to move this part to the first section where it would facilitate the
respondents’ understanding of the goal of the questionnaire and help the respondents to
become more involved and feel more comfortable in responding to the questionnaire.
This part does not have any sensitive questions (e.g. income questions); and thus
potential respondents would not be deterred from continuing, which would result in no
response (Bourque and Fielder, 2003; Malhotra et al., 1996). This study found from the
pilot survey that respondents were more willing to respond and were responsive to
completing the surveys when the research objectives were explained to them using the

cover letter and if they were assured that their information would not be disclosed.

To sum up, the questionnaire was developed with careful consideration through the
design process, translation, pre-testing and pilot study. It was expected that the response
rate, validity, and reliability of the survey could thus be maximized. Information about
the appropriateness of the instrument, namely validity and reliability, was considered

and addressed during both the questionnaire testing and data analysis.

3.12.2. Questionnaire structure

In this study, the definitive questionnaire used was divided into a cover letter page and
six sections (see Appendix I1), as follows.

The cover letter explained the aims of the study and makes the issues of privacy and
anonymity clear of the respondents. The cover letter is important because it is claimed
that the response rate can be affected by the messages in the cover letter (Churchill,
1995; Saunders et al., 2012).

Section one was used to collect basic information including background information on

the respondent and general information about his/her relationship with the person who
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invited/contacted him/her to become a customer of the specific company (see the

questionnaire Appendix I11).

Section two was mainly concerned with measuring the personal relationship between
the respondent and the person who invited/contacted him/her to be a customer of the
specific company. In other words, it measured the guanxi-type relationships between the
respondents and the invited/contacted person. This part of the questionnaire was
developed to measure one construct (shabakat al-alakat, a guanxi-type relationship in
Egypt). Based on the literature and the results of the first phase, this construct includes
six variables (can be measured using 6 variables); trust (6 items), bonding (6 items),
empathy (6 items), face (4 items), affection (5 items), and reciprocity (6 items), giving
33 items in total.

Section three was about the type of relationship investment programmes (privileges)
which the respondent usually receives from the specific company. Based on the
literature and the first phase results, relationship investment programmes were separated
into three types: social programmes (3 items), structural programmes (9 items) and

financial programmes (7 items).

Section four was about relationship marketing and aimed to measure the type of
organisational relationship between the respondent and the specific company.
According to the theoretical foundations for this study, relationship marketing (RM) can
be measured through eight dimensions (variables): organisational trust (8 items),
commitment (8 items), conflict handling (8 items), communication (10 items), empathy
(7 items), shared values (5 items), reciprocity (6 items), and equity (6 items), giving 58

items in total.

Furthermore, section four includes the measures of relationship quality and customer
retention. Based on the literature and the results of the first phase, relationship quality
could be measured by four items. With respect to customer retention, based on the
literature and the results of the first phase, six questionnaire items were used to measure

this variable.

The penultimate section (section five) was designed to discover if the company had

built a good relationship with the customer and whether the organisation could retain its

customers after the member of staff left the organisation and tried to take all his/her

network with him/her. In other words, this section aims to discover whether the
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customers would still want/not want to leave if the introducing person left the company

and the reasons for this,

The final section was designed to let the respondents freely provide comments on any

part of the questionnaire.

Parts two, three and four of the questionnaire reflected the research constructs, which
were operationalised using Likert scales. Likert scales, on which respondents give their
responses on a ratings scale, are frequently employed in survey research (Neuman,
2006). More specifically, this study used a five-point Likert scales, for attitudinal items
anchored by 1 = "strongly disagree" and 5 = "strongly agree”. Five-point Likert scales
were selected because it is easy to construct and administer, easy for respondents to
understand (Neuman, 2006) particularly as this survey was a survey of customers and
not of executives or managers. It takes less time for respondents to answer than other
types of Likert scale (e.g. seven- or ten-point scales); thus, the respondents are
encouraged to complete the survey (Churchill, 1995; Frazer and Lawley, 2000;
McCelland, 1994). It also gives more space in the questionnaire for respondents, which
makes them more comfortable in reading the questionnaire and they can concentrate

better when answering the questions compared to a seven- or ten-point scale.

Concerning the length of the questionnaire, there are various opinions regarding this.
For example, Zikmund (2003, p. 214) suggests that, “a general rule of thumb is that
questionnaires should not exceed six pages.” In addition, Saunders et al. (2012, p. 446)
add that the acceptable length to be between “four to eight A4 pages.” The
questionnaire and cover letter together took up six pages, thus conforming to the
recommended length. The questionnaire was printed in colour on both sides of the paper
in the form of a pamphlet to decrease further the impression of its being long, following
Dillman’s (2000, 2009) recommendations that the questionnaire should be made to look
as short and simple as possible. Questions were also well organised, looked very
professional and were suitably placed to prevent eye strain. The questionnaire was
designed to reflect the aim of the research, following the proposed research model steps,
with questions concentrating completely on one topic before going on to the next (Tull
and Hawkins, 1990).
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3.12.3. Questionnaire administration

After refining the questionnaire design, the definitive questionnaire was administered.
The final version of the questionnaire package consisted of the questionnaire, two
consent forms; one for the respondent to keep and the other to return to the researcher
after signing, and an envelope used to return the completed questionnaire with one
consent form. The questionnaire was administered to 412 SMEs that agreed to
participate. The questionnaire packages were delivered to and collected from those
firms according to the deliver and collect method. Companies were told to leave an
interval of a maximum of two weeks -then extended to another two weeks- between
delivering the questionnaire and collecting it. To increase the response rate, three phone

calls to each company were made to follow-up.

This process was carried out with the help of five research assistants (field staff) who
received an introduction about the nature of this study. The researcher conducted
meetings with the research helpers to ensure the clarity of the questionnaire questions
and related instructions, and to answer any questions they may have had. The research
helpers assisted in conducting the initial contact with the companies, delivering and

collecting the questionnaires and checking that all the questions were answered.

Five questionnaires were distributed to each of the 412 companies, resulting in a total of
2,060 questionnaires. The aim was to obtain a sample of around 200 respondents, which
is considered a large sample size and sufficient and appropriate for running statistical
analysis (Hair et al., 2010). The distribution procedures applied resulted in 325
questionnaires being returned; of which 20 returned questionnaires were discarded as
they were inappropriately completed. Hence, the sample vyielded 305 usable
questionnaires. This number exceeded the proposed sample adequacy calculated based
on G*Power 3.1.3 program and ratio of cases to variables, as discussed in Section
3.13.4.1. In addition, this sample size satisfied and achieved all the requirements for
statistical analysis. The response rate was 15.7 %.

3.13. Quantitative data analysis techniques

The quantitative data analysis was carried out in two stages: preliminary data analysis
and multivariate data analysis. Preliminary data analysis is used to prepare the data for
subsequent analyses by completing several preliminary steps before testing the
hypotheses and involves missing data, outliers, testing the assumptions of univariate and

multivariate analysis: normality, linearity, homscedasticity and multicollinearity.
137



Preliminary data analysis also includes descriptive statistics to describe characteristics
of the sample. Multivariate analysis methods such as factor analysis, multiple regression
analysis, hierarchal multiple regression analysis and the bootstrapping method for
interactions and intervention relationships are used to investigate the relationships
among Vvariables (Field, 2009; Hair et al., 2010; Tabachnick and Fidell, 2007). The
following sections offer an in-depth discussion of the background of the main
multivariate statistics techniques used in this thesis.

3.13.1. Exploratory factor analysis (EFA)

“Exploratory factor analysis is a statistical approach that can be used to analyse
interrelationships among a large number of items (variables) and to explain these items
in terms of their common underlying dimensions (factors)” (Hair et al., 2010, p. 16).
Field (2009, p. 628) argues that exploratory factor analysis is mainly used to
“understand the structure of a set of variables...construct a questionnaire to measure an
underlying variables...and reduce a dataset to a more manageable size while retaining as

much of the original information as possible”.

The purposes of exploratory factor analysis are data summarising and data reduction.
Data summarising aims to set understand the structure of research variables under
specific logic factors, while data reduction is a process of eliminating uncorrelated items

and reduces the number of items within each variable (Hair et al., 2010).

There are two main issues to consider in deciding whether the data set is suitable for
factor analysis or not: sample size, and factorability of the correlation matrix or the
strength of the relationship among the items (Pallant, 2010, p. 182). Generally, a larger
sample size is better than a small one and the recommended sample size for applying
exploratory factor analysis should be at least fifty observations according to Hair et al.
(2010), while Pallant (2010) argues that the overall sample size should be more than
150 cases and there should be a ratio of at least five cases for each of the variables.
Regarding the factorability of the correlation matrix, it is recommended that the
correlation matrix should include at least some correlation of r = .3 or greater (Hair et
al., 2010; Pallant, 2010). Moreover, the overall Kaiser-Meyer-Olkin (KMQO) measure of
sampling adequacy and Bartlett's Test of Sphericity are also used to help assess of the
factorability data and support the correlation matrix (Hair et al., 2010; Tabachnick and
Fidell, 2007). Bartlett's Test of Sphericity value should be significant (p < 0.05) for the
factor analysis to be considered appropriate. The KMO index ranges from 0 to 1, with a
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recommended minimum value of 0.6 for a good factor analysis (Field, 2009;
Tabachnick and Fidell, 2007). The guidelines for KMO are that 0.9 or above is
excellent; 0.80 or above is meritorious; 0.70 or above is middling; 0.60 or above is
mediocre; 0.50 or above is miserable; and below 0.50 is unacceptable (Field, 2009, p.
647; Hair et al., 2010). Moreover, ideally, the appropriate number of items for each

proposed factor should be at least three or more (Pallant, 2010).

In this study, the main objective of using factor analysis was to do both data
summarising and data reduction to reduce the number of variables tested in the
questionnaire to a more manageable and parsimonious set. Moreover, an equally
important objective was to create a set of factors to be treated as uncorrelated variables
as an approach to handling multicollinearity. Several issues related to applying
exploratory factor analysis will be discussed in the following parts; these issues are
factor extraction method, number of factors extracted, factor rotation, and significance

of factor loadings.

First, factor extraction method

Factor extraction “involves determining the smallest number of factors that can be used
to best represent the interrelationships among the set of items” (Pallant, 2010, p. 183).
Exploratory factor analysis depends mainly on the factor extraction procedure
(Tabachnick and Fidell, 2007)

There is a variety of methods for factor extraction, and Tabachnick and Fidell (2007)
assert that principal components and common factors are the most commonly used; both
of them aim to reduce a set of measured items to a new and smaller set of items.
Moreover, “principal components analysis is used when the objective is to summarise
most of the original information (variance) in the minimum number of factors for
prediction purposes. In contrast, common factors analysis is used primarily to identify
underlying factors or dimensions that reflect what the variables share in common” (Hair
etal., 2010, p. 107).

The debate about which method is preferable continues. In this regard, according to
Hair et al. (2010), there are two main viewpoints. The first supports the use of principal
component analysis rather than common factor analysis, as common factor analysis has
several drawbacks. First, it suffers from factor indeterminacy as several different factor

scores can be calculated from a single factor model result for any individual respondent,
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which leads to difficulty in obtaining one single unique solution for this analysis.
Second, sometimes the communalities (shared variance, which should range from 0 to
1) are not estimable or may be invalid (values greater than 1 or less than 0), requiring
the deletion of the variable from the analysis. The second viewpoint is that in “most
applications, both component analysis and common factor analysis arrive at essentially
identical results if the number of variables exceeds 30 or the communalities exceed .60
for most variables” (Hair et al., 2010, p. 108).

Therefore, in this thesis, the principal component analysis method was used throughout
in order to “ensure consistency in factors and minimum number of factors needed to
account for the maximum portion of the total variance represented in the original set of
items” (Hair et al., 2010, p. 107).

Second, number of factors extracted

There are a number of techniques that can be used to assist in making decisions
concerning the number of factors to retain: Kaiser Criterion, Catell’s Scree Test,
Percentage of Variance Criterion, A Priori Criterion, Parallel Analysis, RMSEA, ECVI,
and Velicer’s MAP Criterion (Field, 2009; Hair et al., 2010). Each of these techniques
has its own advantages and disadvantages. Fabrigar, Wegener, Maccallum and Strahan
(1999) suggested employing multiple criteria to determine the number of factors to
extract or retain. The three most common criteria were selected for this research: the

Kaiser Criterion, Catell’s Scree Test, and Percentage of Variance Criterion.

The Kaiser Criterion is the most commonly used technique; it is also known as the
eigenvalue rule (Hair et al., 2010). The “eigenvalue of a factor represents the amount of
the total variance explained by that factor” (Pallant, 2010, p. 184). This technique aims
to retain any factor with an eigenvalue of 1.0 or more (Pallant, 2010, p. 184). Thus,
factors having eigenvalues greater than one are regarded as significant and should be
retained in the analysis while those having eigenvalues less than one are insignificant

and should be eliminated from the analysis (Hair et al., 2010).

Catell’s Scree Test is another technique that helps in determining the number of factors
to retain. It involves plotting the eigenvalues of each factor against the number of
factors in their order of extraction (Hair et al., 2010). The shape of the graph is used to
evaluate the cut-off point for identifying the number of factors to retain when the shape

of the curve changes direction and becomes horizontal (Hair et al., 2010; Pallant, 2010).
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It is claimed that this technique performs well when strong common factors exist in the
data. However, it suffers from subjectivity, as it has no clear objective rule regarding
where exactly the cut-off point is before the graph straightens out (Fabrigar et al.,
1999).

The Percentage of Variance Criterion was also used as it assists in determining the
number of factors to retain based on achieving the level of cumulative percentage of the
total variance explained by extracted factors (Hair et al., 2010). It attempts to verify by
practical significance that the remaining factors can explain the specified level of total
variance (Hair et al., 2010). No absolute guideline has been proposed for the required
total variance. Nevertheless, 60 percent of total variance (and in some instances even
less) is regarded as satisfactory in social sciences, since information can be imprecise
(Hair et al., 2010).

It is common to combine several criteria to decide the number of factors to extract or
retain. This research utilised these most common three criteria to determine the
appropriate number of factors to extract. The Kaiser Criterion was initially used as a
guideline for the first extraction. Then, the results from the Scree Test and the
Percentage of Variance Criterion were taken into account. Many results were produced

as trial and error solutions before an appropriate number of factors were extracted.

Third, factor rotation
Once the number of factors has been determined, the next step is to rotating the factors
to assist in their interpretation. The objective of all rotation methods is to obtain some

theoretically meaningful factors and to facilitate easy interpretation (Hair et al., 2010).

Generally, there are two methods of factor rotation: orthogonal and oblique rotation.
Orthogonal rotation is the simplest case of rotation. The term ‘orthogonal’ means
unrelated; hence, correlations among the factors are not permitted. Orthogonal rotation
maintains the independence of the rotated factors, while “oblique rotation allows
correlated factors instead of maintaining independence between the rotated factors”
(Field, 2009, p. 642). It is also considered more realistic because the constructs in social
science research are likely to be correlated (Hair et al., 2010, p. 116). Many orthogonal
rotational approaches are widely used, and provided in all software programmes,
including SPSS. These are QUARTIMAX, VARIMAX, and EQUIMAX22 (Hair et al.,
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2010). In contrast, oblique rotation approaches provided in most statistical packages are
DIRECT OBLIMIN and PROMAX (Hair et al., 2010).

Although orthogonal rotation may be preferable due to its simplicity and conceptual
clarity, oblique rotation is claimed to be superior. When the factors are related, oblique
rotation provides more precise and realistic results of how factors are related to each
another than does orthogonal rotation. Moreover, more information is provided in
oblique rotation, such as estimates of the correlations among factors (Fabrigar et al.,
1999).

Choosing one of these methods is dependent on the theoretical reasoning underpinning
the research questions and hypotheses. In this study, oblique rotation, specifically
DIRECT OBLIMIN, was selected and used to rotate the factor solutions given the
correlation existing between factors of guanxi as well as the expected interrelationship
existing between factors of relationship marketing (Field, 2009). It is more appropriate

to allow the factors to be correlated in order to explore the effect of these combinations.

Fourth, significance of factor loadings

Factor loading is the correlation of the items with the factors, thus, it is used as a
measurement to decide which items should be incorporated into which factors (Field,
2009). Following the determination of the factor rotation method, it is important to
decide which item loads strongly on only one factor, as each factor should be
represented by a number of strongly loading items (Field, 2009; Pallant, 2010). Thus, it
is important to check the significance of factor loadings in the Pattern Matrix in order to
interpret the result (Field, 2009; Pallant, 2010).

To decide which levels of factor loadings are significant, practical and statistical
significance should be considered (Hair et al., 2010). Concerning practical significance,
in absolute size the higher the factor loadings, the more important they are in
interpreting the result (Hair et al., 2010). “Factor loadings in the range of £0.30 to +0.40
are regarded as minimally acceptable level, the loadings +0.50 or greater are considered
practically significant, and the loadings greater than +0.70 are a well-defined structure
and are the goal of any factor analysis” (Hair et al., 2010, p. 117). Regarding, statistical
significance, the factor loadings should be evaluated and determined according to the
sample size. Hair et al. (2010, p. 117) provide the guidelines for identifying significant
factor loadings based on sample size in the Table 3.13. Hair et al, (2010, p. 118) argue
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that “this guideline are quite conservative... thus, this guideline should be used only as a

starting point in factor loading interpretation” (Hair et al., 2010, p. 118).

Table 3-13: Guidelines for identifying significant factor loadings
based on sample size

Factor Loading Sample Size Needed for
Significances *
0.30 350
0.35 250
0.40 200
0.45 150
0.50 120
0.55 100
0.60 85
0.65 70
0.70 60
0.75 50

#Significance is based on a 0.05 significance level (), a power level of 80 percent, and
standard errors assumed to be twice those of conventional correlation coefficients.
Source: Hair et al. (2010, p. 117)

In order to decide the significant level of factor loadings for this research, both practical
and statistical significance were taken into consideration. According to the statistical
significance and sample size of 305 responses, the starting point for factor loadings
should be between +0.30 and #0.35. Consequently, by combining the practical
significance, Hair et al.’s (2010) guideline as a starting point and other researches in the
domain, this research used a factor loading of +0.6 or greater as significant in
interpreting the results for this research to increase and enhance the quality of the

findings.

In summary, to retain individual items measuring specific factors, the items should
show signs of a communality of £0.50 or greater, a factor loading of £0.6 or greater on a

single factor, and cross loading of less than £0.55 on any other factor.

3.13.2. Scale reliability analysis

After using factor analysis, it is useful to check the reliability of the scale (Field, 2009).
Hair et al. (2010, p. 125) define reliability analysis as “an assessment of the degree of
the consistency between the measurements of a variable.” Cronbach’s alpha was used in
this research to measure the internal reliability, as Hair et al. (2010, p. 125) consider
Cronbach’s alpha the most widely used for assessing the reliability of the scales. The
alpha statistic evaluates to what extent the items intended to measure a given construct
are interrelated and whose variance is derived from a common source (Netemeyer et al.,
2003).
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Hair et al. (2010, p. 127) and Field (2009) consider that the alpha score should exceed
0.7, and 0.8 is good, whilst greater than 0.9 should result in the scale length being
reduced. Hence, according to this rule, this research adopted a threshold level of 0.70

for the scale to be considered reliable.

3.13.3. Correlation analysis

Prior to hypothesis testing, correlation analysis should be conducted to gain some
insights into the relationships among all the variables as this is used to describe the
direction and strength of the linear relationship between two variables by providing the
correlation coefficient (Field, 2009; Pallant, 2010). The correlation coefficient
“indicates the strength of the association between any two variables” (Hair et al., 2010,

p. 156).

The correlation coefficient lies between -1 and +1. A correlation coefficient of +1
indicates a perfect positive relationship between two variables, meaning that when one
variable changes the other variable changes in the same direction with a proportionate
amount. A coefficient of -1 indicates a perfect negative relationship between two
variables, which means that when one variable changes, the other variable changes in
the opposite direction in a proportionate amount. A coefficient of 0 indicates that no
linear relationship exists between those two variables, which means when one variable

changes, the other variable will not change (Field, 2009).

The correlation coefficient is also used as a measure of the size of an effect where
coefficient of +.1 represents a small effect, £.3 is regarded as a medium effect, and £.5
indicates a large effect (Field, 2009, p. 173). In this thesis, the correlation matrix using
the Pearson product-moment coefficient has been used to show the relationships among
variables. Spearman’s correlation coefficient was not used, as it is a non-parametric
statistic that can be used only if the study data have violated parametric assumptions
(non-normally distributed). The one-tailed test is selected according to directional
hypotheses (Field, 2009).

3.13.4. Multiple regression analysis

Multiple regression analysis is “a statistical technique that can be used to analyse the
relationship between a single dependent (criterion or outcome) variable and several
independent (predictor) variables” (Hair et al., 2010, p. 161). The uses of multiple
regression analysis can be help generally in two types of research problems: prediction
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and explanation. Prediction involves the extent to which the regression variate of known
values from one or more independent variables can predict the single dependent variable
(Hair et al., 2010). “Explanation examines the regression coefficients (their magnitude,
sign, and statistical significance) for each independent variable and attempts to develop
a substantive or theoretical reason for the effects of the independent variables” (Hair et

al., 2010, p. 169).

This study mainly uses multiple regression analysis for the purpose of explanation
rather than prediction. It aims to explain the relationships among guanxi-type
relationships in Egypt, relationship marketing programmes, relationship marketing,
relationship quality, and customer retention. It is argued that “multiple regression
analysis is appropriate when the researcher is interested in a statistical, not functional
relationship” (Hair et al., 2010, p. 171). This study is interested in the statistical
relationships among independent variables and the dependent variable. This is because
the sample data represents human behaviours, perceptions and opinions; the
measurements of variables involve approximation and contain some levels of
measurement error; and the “random component is always present in the relationships
being examined” (Hair et al., 2010, p. 171). Moreover, there is no perfect accuracy in
the survey data (Hair et al., 2010).

The statistical tests in multiple regression analysis refer to both the regression
coefficient for each independent variable and the coefficient of determination (R?). The
regression coefficient assesses type and the strength of the relationship between
independent and dependent variables. A regression coefficient represents “the amount
of change in the dependent variable for a one-unit change in the independent variable ...
the coefficient is not limited in range, because it is based on both the degree of
association and the scale units of the independent variable” (Hair et al., 2010, p. 159).
The sign of the coefficient represents a positive or negative relationship, while the
magnitude of the coefficient indicates the amount of change in the dependent variable
when the independent variable changes by one unit (Field, 2009; Hair et al., 2010).
When there is no effect of the independent variables on the dependent variable, the

coefficient of independent variables are all zero (Field, 2009).

The coefficient of determination (R?) “is a single measure of proportion of the variance
of the dependent variable about its mean that is explained by independent variables...the
coefficient can vary between 0 and 1 the higher the value of (R?), the greater the
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explanatory power of the regression equation, and therefore the better the prediction of
the dependent variable” (Hair et al., 2010, p. 156). Moreover, SPSS software provides
and calculates not only R? but also adjusted R?, which gives some idea of how well the
model generalises and ideally. R? indicates “how much of the variance in [the
dependent variable] is accounted for by the regression model from the sample, while the
adjusted R? tells how much variance in [dependent variable] would have been
accounted for if the regression model had been derived from the population from which
the sample was taken” (Field, 2009, p. 221). It is preferable for this value to be the
same, or very close to, the value of R%. For example, if the difference between the
values of R? and adjusted R? = 0.01 “this shrinkage means that if the model were
derived from the population rather than a sample it would account for approximately
[19%] less variance in the outcome” (Field, 2009, p. 235).

Field (2009, pp. 221-222) argues that “SPSS derives the adjusted R? using Wherry’s
equation. However, this equation has been criticized because it tells nothing about how
well the regression model would predict an entirely different set of data (how well the
model could predict the scores of a different sample of data from the same population).
One version of R? that does indicate how the model cross-validates uses Stein’s

formula”, which is shown in the following equation

Adjusted R? = 1 - [(-55) (55) (55)| @ - &)

In Stein’s equation, R? is the unadjusted value, n is the number of participants or cases
and k is the number of predictors in the model. If the value of adjusted R? building on
Stein’s formula is very similar to the observed value of (R?) then the cross-validity of
the model is very good (Field, 2009, p. 222).

3.13.4.1. Research design of multiple regression analysis
The research design of multiple regression analysis is concerned with sample size, and

the selection of dependent and independent variables.

First, sample size
The sample size used in multiple regression analysis can influence directly both the

statistical power of the significance testing and the generalisability of the result.

First, the statistical power in multiple regression refers to “the probability of detecting

as statistically significant a specific level of r or a regression coefficient at specified
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significance level for specific sample size” (Hair et al., 2010, p. 174). The size of
sample has a direct effect on the appropriateness and the statistical power of multiple
regression analysis (Hair et al., 2010). It may not be appropriate to use multiple
regression analysis with either too small (fewer than 30 cases) or too large a sample
(1,000 cases or greater) (Hair et al., 2010). Accordingly, multiple regression analysis
requires a minimum sample size of 50 cases, while 100 cases are preferable (Hair et al.,
2010, p. 174). Thus, the sample size of 305 cases in this study seems appropriate for the
use of multiple regression analysis. Hair et al. (2010, p. 174) illustrate the interplay
among the sample size, the significance level (a) chosen, and the number of
independent variables in detecting (R?) that the specified sample size will detect as
statistically significant at the specified alpha (o) level with a power of .80 as shown in
Table 3.14.

Table 3-14: Minimum (R?) that can be found statically significant with a power of 0.8 for

varxing number of indeeendent variables and samEIe sizes

Sample Size Number of Independent Variables

2 5 10 20
20 39 48 64 NA*

50 19 23 29 42

100 10 12 15 21

250 4 5 6 8

500 3 4 5 9

1000 1 1 2 2

Source: Hair et al. (2010, p. 174)
*NA = not applicable.

According to the interplay among sample sizes, the significance level (o), and the
number of independent variables, the possible levels of significant R? that can be
detected are identified. Thus, with a sample size of 305 cases, the significant level (a) at
0.05 and the number of independent variables varying from 3 to 8 variables,
relationships with R? values of approximately 3 to 6 could be detected reliably in this

study.

Moreover, G*Power 3.1.3 (Faul, Erdfelder, Buchner and Lang, 2009) was used to
calculate the total sample size (a priori test) required to perform all the tests required in
this study to test the hypotheses and answer research questions. As a convention for
behavioural research, a value of 0.80 was used for power (Baroudi and Orlikowski,
1989; Cohen, 1988, 1992), a = 0.05, and medium effect size. The results showed that
the minimum sample size required for performing correlation analysis was 84 cases and

for multiple regression analysis, it was 109 cases, for eight independent variables (the
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maximum number of independent variables used in this study). Given that the sample
size for this study was 305 cases, it exceeded the minimum sample size required for
performing all the statistical tests.

Second, with respect to the generalisability of the results, sample size also affects the
generalisability of the results by the ratio of cases to independent variables (Hair et al.,
2010). The minimum ratio of cases to variables is five cases for each independent
variable (5:1). If the ratio falls below 5:1 cases per each independent variable, the risk
of over-fitting the regression model to the sample is encountered; accordingly, the
results will be too specific to the sample and suffer from lack of gerenalisability. A
more desirable level is 15-20 cases to an independent variable (15:1 or 20:1).
Consequently, when this level of ratio is met and the sample represents the population
well, the result should be generalisable (Hair et al., 2010). In this study, with the sample
size of 305 cases and the maximum number of the independent variables used in this
study being 8, the preferable level of the ratio of cases to independent variables is met
with an actual ratio of 38:1. Accordingly, the results from the current study should not

over-fit the sample, and should be generalisable.

Second, selection of variables

Success in applying multiple regression starts with the selection of the right dependent
variable and independent variables, which will be used in the analysis. In this study, the
selection of both dependent and independent variables is based on previous research,
theoretical background and literature review. All of the variables are 5-point Likert
scale variables, which are appropriate for multiple regression analysis (Field, 2009; Hair
etal., 2010).

The most problematic issue in determining the independent variable is “specification
error” “which concerns the inclusion of irrelevant variables or the omission of relevant
variables from the set of independent variables. Both types of specification error can
have substantial impacts on any regression analysis” (Hair et al., 2010, p. 173).
Excluding relevant independent variables can cause a serious bias of the results and
negatively affect the model interpretation. The degree of the bias depends on the degree
of the correlation between omitted and included variables; the greater the correlation,
the greater the bias (Field, 2009; Hair et al., 2010). On the other hand, “inclusion of
irrelevant variables does not bias the result for other independent variable...but it makes

the testing of statistical significance of the independent variables less precise and
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reduces the statistical and practical significance of the analysis” (Hair et al., 2010, p.
173). To avoid specification error, the independent variables were selected very
carefully based on previous research, theoretical grounds, the literature review and the

practical support of the interviews.

3.13.4.2. Assumptions in multiple regression analysis

It is important to test several assumptions about the relationships between the dependent
and independent variables that affect the statistical inferences and results drawn from
multiple regression analysis (Hair et al., 2010). Field (2009) and Hair et al. (2010)
argue that if the assumptions of multiple regression analysis are not met or are violated,
the results may be distorted and biased; however, successful analysis may derive from
meeting of the assumptions. In general, the important assumptions in multiple
regression analysis are normality, linearity, homoscedasticity, and multicollinearity.
These assumptions will be discussed in the following sub-sections and will be tested in

Chapter Five.

First: Normality

Normality “is used to describe a symmetrical, bell-shaped curve, which has the greatest
frequency of scores in the middle with smaller frequencies toward the extremes”
(Pallant, 2010, p. 59). The normal distribution of data could be affected by sample size
(Field, 2009; Hair et al., 2010; Tabachnick and Fidell, 2007). Hair et al. (2010, p. 71)
explain that sample size can affect normality as “what might be considered unacceptable
at small sample sizes will have a negligible effect at larger sample size”. They add that a
small significant departure from normality can be ignored with a sample size of more

than 200 observations.

Hair et al. (2010, p. 71) point out that in most cases, assessing and achieving univariate
normality for all variables is sufficient and there is no need for multivariate normality
because it is difficult to test. Univariate normality of an individual variable can be easily
tested by a number of methods; first, assessing the graphs including a histogram and
normal probability plot (labelled Normal Q-Q Plot); second, assessing the results of
skewness and kurtosis values, which provides an indication of the symmetry of the
distribution; third, by using statistical tests of normality for every single variable,
particularly the Kolmogorov-Smirnov and Shapiro-Wilk tests (Field, 2009; Hair et al.,
2010; Pallant, 2010; Tabachnick and Fidell, 2007).
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The Kolmogorov-Smirnov and Shapiro-Wilk tests usually compare the values in the
sample with a set of values, which are normally distributed, and contain the same mean
and standard deviation as the sample. A non-significant result (Sig value > 0.05)
indicates normality. In other words, the distribution of the sample is not statistically
different from a normal distribution. However, a significant result (Sig values < 0.05)

indicates that the distribution of the sample is probably non-normal (Field, 2009).

Moreover, it is recommended that visually assessing histogram diagrams and normal
probability plots is more appropriate to assess normality for larger sample sizes (more
than 200) (Hair et al., 2010). Hair et al. (2010) argue that both graphical plots and any
statistical tests should be used to assess the actual degree of departure from normality.

In addition, skewness is a statistic needed to determine the degree to which a
distribution of cases approximates a normal curve, since it measures deviations from
symmetry. Kurtosis is a statistic also needed to identify the peakedness of data
distribution (too peaked or too flat) (Hair et al., 2010). Tabachnick and Fidell (2007, p.
80) argue that with reasonable large samples, skewness will not “make a substantive
difference in the analysis”. Kurtosis can result in an underestimation of the variance, but

this risk is also reduced with a large sample (200+ cases) (Tabachnick and Fidell, 2007).

Second: Linearity

The linearity of the relationship between dependent and independent variables
represents the degree to which the change in the dependent variable is associated with
the change in the independent variable (Hair et al., 2010). Linearity can be assessed by
examining scatterplots of the variables or by running regression to examine the
residuals and partial regression plot for each independent variable in the multiple
regression equation. A straight line from the scatterplot represents a linear relationship.
If any non-linear relationship exists, it will affect the relationship between the two
variables (Field, 2009; Hair et al., 2010).

Third: Homscedasticity

According to Hair et al. (2010, p. 74), “homoscedasticity refers to the assumption that
the dependent variable exhibits equal levels of variance across the range of independent
variables”. In case of homoscedasticity, the variance of the dependent variable being
accounted for in the dependent relationship should be equally dispersed across the range

of the independent values to allow a fair test of the relationship across all values (the
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points around the regression line show no pattern). However, when the variance of
dependent variable is not relatively equal at each value of the independent variable (i.e.
takes the shape of a cone or diamond) a heteroscedasticity problem exists. To assess
heteroscedasticity, scatterplots of variables were tested in multivariate analysis,

particularly multiple regression analysis (Field, 2009; Hair et al., 2010).

Fourth: Multicollinearity

The issue of multicollinearity occurs when any single independent variable is highly
correlated with a set of other independent variables. The most common indicators used
for assessing multicollinearity are the variance inflation factor (VIF), Tolerance and
Durbin-Watson (Field, 2009; Hair et al., 2010). Hair et al. (2010, p. 205) argue that VIF
greater than 10 and Tolerance less than 0.1 indicates a multicollinearity problem.
Moreover, the Durbin-Watson statistics for all regression models near of 2 indicates

non-autocorrelation between residuals (Field, 2009).

3.14. Assessing the credibility of the quantitative phase

Credibility of the research findings relates to decreasing the risk of gaining wrong
answers to the research questions. This includes three main aspects of the research
design, reliability, validity and generalisability (Malhotra, 2010). The following

discusses these three aspects.

Reliability

Reliability is the degree to which a measurement instrument is free from error and
therefore yields consistent results (Cooper and Schilinder, 2003; Zikmund, 2003).
Nunnally and Bernstein (1994) add that reliability means stability of measurements over
time, which means that the same instrument will give the same scores under the same

circumstances but at a different time.

In general, there are three main methods to measure the reliability of a measurement
scale: test-retest, parallel forms (equivalent), and internal consistency (Collis and
Hussey, 2003; Cooper and Schilinder, 2003). The current study’s measurements were
evaluated for reliability using Cronbach’s alpha (after applying exploratory factor
analysis), which is an internal consistency method, based on the recommendation of
Malhotra and Birks (2003) and Malhotra (2010). According to Hair et al (2010),
Cronbach’s alpha less than 0.70 is unacceptable. Bryman and Bell (2003) asserted that
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the figure 0.80 is a satisfactory level of internal reliability. The reliability of the scale is

tested and discussed in Chapter Five.

Validity

Validity defined as “the extent to which differences in observed scale scores reflects
true differences among objects on the characteristics being measured, rather than
systematic or random error” (Malhotra, 2010, p. 320). In other words, validity means
“the ability of a scale to measure what intended to be measured” (Zikmund, 2003,
p.331). Malhotra (2010, p. 320) argue that to consider tha validity, researches may

assess “content validity ”, “construct validity ” or “criterion validity ”.

Content validity, “sometimes called face validity, is a subjective, but systematic
evaluation of how well the content of a scale represents the measurement task at hand”
(Malhotra, 2010, p. 320). To achieve content validity, existing validated scales were
identified from the literature and then used as a base for the selection of scale items to
be used to measure the constructs in this research. Following, pre-tests and pilot test of
the questionnaire were carried out (Cooper and Schindler, 2003), as discussed

previously in this chapter (see Section 3.12.1).

Construct validity is the most commonly-cited validity assessment in the field of social
science (Cooper and Schindler, 2003; Punch, 1998). It is concern with what the
instrument measures (Churchill, 1995). Hair et al. (2010, p. 631) indicate that “construct
validity refer to the extent to which a set of measured variable/items actually represent
the theoretical construct they are designed to measure.” In sum, this measure of validity
relates to the development of operational measures that are appropriate and adequate to
the theory underling the scale (Malhotra, 2010).

Construct validity includes discriminant and convergent validity (Cooper and
Schilinder, 2003). Convergent validity “is the extent to which the scale correlates
positively with other measures of the same construct” (Malhotra, 2010, p. 321).
Discriminant validity “is the extent to which a measure does not correlate with other

constructs from which it is supposed to differ” (Malhotra, 2010, p. 321).

Convergent and discriminant validity can be assessed using several methods, such as

factor analysis and correlation, both used in this study (Malhotra, 2010). To show

convergent validity, all the related items designed to measure on variable loaded

appropriately on one factor, with a factor loading over .60 (Hair et al., 2010) which was
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achieved with all variables in this thesis (see Sections 5.3.1, 2, 3, 4, and 5). With regard
to discriminant validity, this was ascertained by cheeking the correlations between the
factors (see Sections 5.3.1, 2, 3, 4, and 5). In addition, the presence of high cross-
loading when applying EFA indicates a discriminant validity problems, thus, all the
highly cross-loading items removed from the analysis (Hair et al., 2010). Results
regarding construct validity are reported in Chapter Five, Sections 5.3.1, 2, 3, 4, and 5
when discussing the exploratory factor analysis for the research constructs. Therefore,
construct validity was examined in this thesis through an analysis of both convergent

validity and discriminant validity and there is no any construct validity problems.

Generalisability

Generalisability “refers to the extent to which one can generalise from the observations
at hand to a universe of generalisations” (Malhotra, 2010, p. 321). Therefore, evidence
on generalisability for this study was obtained by employing a representative sample
(see Section 3.13.4.1) (Zikmund, 2003) but there are other constraints/limitations,
discussed in Chapter Seven Section 7.4, which could limit the generalisability of the

research results.

In sum, the reliability and validity of the measurements was confirmed before starting
the quantitative data analysis and hypotheses testing. This was a matter of importance,
as reliability and validity measurements permit the drawing of conclusions that can

assist in the generalisability of the results.

3.15. Ethical considerations

“Ethics refers to the standards of behaviour that guide [the researchers] in relation to the
rights of those who become the subject of [the research] work, or are affected by it”
(Saunders et al., 2012, p. 226). In this research, throughout the two phases, the
researcher adhered to Ethical Procedures for Research and Teaching in the Hull
University Business School (HUBS) (2005), which were followed in the different stages

of the research.

Saunders et al. (2012, pp. 236-245) argue, ethical issues during the research stages are
of three types; “cthical issues during design and gaining access”, “ethical issues during
data collection”, and “ethical issues related to analysis and reporting”. In response, a

number of considerations were taken into account as follow:
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At the outset, according to the ethical requirements of Hull University, all research
involving human subjects must be approved by the HUBS Research Ethics Committee
before the fieldwork is conducted. The researcher completed a pro-forma for research
students beginning a research project in HUBS to be sure of applying the ethical
principles. Accordingly, approval from HUBS Research Ethics Committee was received

before the fieldwork was conducted.

During the design and initial access stages, the researcher considered the following
issues. First, the researcher did not attempt to exert any pressure on respondents to
participate and accept any refusal to contribute in the research, which means that
individuals’ privacy was maintained. Saunders et al. (2007, p. 181) argue that the
researcher should accept the “voluntary nature of respondents and the right to withdraw
partially or completely from the process.” Second, the researcher provided the
respondents with the informed consent form (Appendices Il and 111) approved by HUBS
Research Ethics Committee to inform them fully about the research before they finally
agreed to take part in the research project.

The consent form is the central feature of social science ethics (Oliver, 2004); thus, it
was used to provide the respondents with information they might need in order to make
a final decision about whether or not to participate (Oliver, 2004). In line with Saunders
et al. (2007, p. 185) and the Ethical Procedures for Research and Teaching in HUBS
(2005, p. 12) the researcher provided informed consent form by giving the intended
respondents important information about some aspects of the research such as “an
invitation to participate”, “the nature of research”, “the aims of the project”,
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“requirements for taking part”, “the implications of taking part”, “the respondents’
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right”, “the use of data collected”, “the procedures involved”, “the time commitment

99 ¢

expected of respondents”, “a description of reasonably predictable risk or discomfort (if
any)”, “a statement that the respondent is free to withdraw at any time”, “a statement
describing the provisions to be made to preserve confidentiality of records”, and “the

name and university contact details of researcher”.

According to the Ethical Procedures for Research and Teaching in HUBS (2005), the
consent form normally takes the form of a letter, written in a language and style that the
respondent will understand, and should include an invitation to participate. As Arksey
and Knight (1999) advise, it was a formal letter on headed paper from the research

institution. In addition, the researcher showed his contact details as well as university
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contact details and space was left for respondents to sign their name at the bottom of the
form. An important issue is to remind the respondents of what they agreed, and give
them a written copy of the informed consent form. Accordingly, two copies of the
consent form were provided, one for the respondent and the other for the researcher, as
suggested by Arksey and Knight (1999). Homan (1991) suggests that researchers
operate on the principle of informed consent to not only protect their respondents and
motivate them to cooperate and give information but also to protect themselves and to

guard against the possibility the respondents will claim their rights through litigation.

To sum up, the purpose of informed consent is to safeguard respondents’ privacy and
welfare, and to give them a choice about whether or not to take part in a research
project. When the respondents know about the research and their rights they will be
motivated to be more cooperative and will respond to questions frankly (Homan, 1991;
Arksey and Knight, 1999)

During the data collection stage, the researcher considered issues such as protecting
respondents from potential harm such as physical harm, discomfort and embarrassment.
This was achieved by applying the following. First, the respondents’ right to withdraw
from the study at any time without any pressure from the researcher was maintained.
Furthermore, respondents were informed that they had the right to not answer any
question they did not want to answer (Saunders et al., 2012). Second, the researcher
considered “objectivity” during the collection stage, which means that he collected the
data “accurately, fully [and] avoid[ed] subjective selectivity in data” (Saunders et al.,
2012, p. 241). Third, the researcher considered the “confidentiality and anonymity” of
respondents (Saunders et al., 2012, p. 241). The most important issue in business and
management research ethics is to make all the elements of the promise of confidentiality
clear to respondents and ensure privacy, which is considered to be the cornerstone of the
ethical issues that face all those who carry out research (Saunders et al, 2012). Arksey
and Knight (1999, p. 132) argue that the “confidentiality is about not disclosing the
identity of research respondents in way that can permit the individuals or institutions
with which they are associated to be recognized”. Furthermore, Collis and Hussy (2003,
p. 38) assert that “it is normal to offer confidentiality and anonymity to respondents.
This encourages them to give more open and honest responses” and protects them from

any potential harm.
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In addition, many other authors clarify the advantages of confidentiality and anonymity
in research, among which are the following: 1) increase the number of people who will
accept to participate in a study (Arksey and Knight, 1999) and 2) allow the respondents
to be objective in their views and feel free to express their true feelings (Oliver, 2004),
which enhances the quality of the research (Saunders et al, 2012). In response, the
researcher ensured the confidentiality thorough undertaking the following:

e The personal information of respondents/companies were kept confidential and
cannot be identified in any way.

e Accredited people transcribed the interviews and helped in the translation.

e The researcher made an explicit statement about the uses of the data and the
people who would have access to the data provided and informed the
respondents that the researcher, supervisors, and external and internal examiners,
would be privy to raw data collected.

Finally, during the analysis and reporting stages, the researcher took care not to
“misrepresent the data collected” and presented the data honestly (Saunders et al., 2012,
p. 245).

To sum up, the researcher was guided by the code of ethics for Hull University, which
sets out the principles and procedures for the conduct of research, and applied all ethical

considerations mentioned in the literature review.

3.16. Summary

Part one of this chapter discussed the research philosophy and methodology adopted in
this research. The research adopted the pragmatic paradigm, the deductive and inductive
approach and employed mixed-methods, combining qualitative and quantitative
methods sequentially. This was conducted in two phases, each entailed different data
collection techniques. Figure 3.9 provides a summary of the methodologies and designs

of the two phases of research.

The qualitative research design, which discussed in part two of this chapter, described
the procedure of the sampling selection, qualitative data collection and data analysis
carried out. The criteria used to evaluate the quality of the qualitative research in this
thesis were then considered. The quantitative research design, which discussed in part
three of this chapter, described the procedure of the sampling selection, quantitative data
collection (including the questionnaire development and administering process), and

data analysis carried out in this thesis. The validity, reliability and generalisability of the
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quantitative findings were also considered. Finally, this chapter ended by explaining the

ethical procedures which were followed in the different stages of the research.

Figure 3-9: Summary of the methodologies and designs of the two phases of research
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Second Phase of the Research
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+
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Inductive
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Research Strategy
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Research Strategy
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Data Collection Method
Semi-Structured Interviews

Data Collection Method
Survey - Self-Administered Questionnaire

v
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Sample Type
Purposive
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Random
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Data Analysis
Qualitative Content Analysis - Nvivo9
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Chapter Four: Qualitative Data Analysis and Findings

Table 4-1: Thesis map

I Chapter One: Introduction and Research Background I

Chapter Two: Literature Review

Chapter Three: Research Design and Methodology

Chapter Four: Qualitative Data Analysis and Findings

Chapter Five: Quantitative Data Analysis and Findings

Chapter Six: Discussion of the Key Findings

Chapter Seven: Conclusion

4.1. Introduction

This research was conducted in two phases. The first, the qualitative phase, was
concerned with exploring the guanxi-type relationships in Egypt, relationship marketing
in the Egyptian SME sector and the link between both of them. The second, the
quantitative phase was concerned with empirically testing the proposed research model,

which linking guanxi-type relationships and relationship marketing.

In this chapter, the data collected from the qualitative phase are analysed and discussed.
This chapter, using Chinese guanxi as a guideline, details the results from exploring
guanxi-type relationships in Egypt;, their existence; origin; meaning; name;
characteristics; variables; advantages and disadvantages, and; role in attracting new
customers. It also details the results from the exploration of the key variables of
relationship marketing in the Egyptian SME sector as well as relationship marketing

programmes.

Twenty-one semi-structured interviews were conducted. The sample included
academics in marketing, international business and SMEs; managers of SMEs, and
experts and consultants in developing and marketing SMEs in Egypt. The details of

each interviewee are shown in Table 4.2.

This chapter starts by presenting the research questions addressed in this phase. This
is followed by findings of the qualitative data analysis, which try to answer these

research questions.
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Table 4-2: The details of the interviewees

No. Interviewee Type Position
1 Nol Consultant and Expert Consultant and Expert of SMEs’ development
working with public and private sectors
2 No.z2 Consultant and Expert Consultant and Expert of SMEs’ development
working with public and private sectors
3 No.3 Consultant and Expert Head of RD department in the SFD (public sector)
4 No4 Academic Lecturer of marketing and SMEs
5 Nob Academic Lecturer of marketing and international business
6 No.6 Academic Lecturer of marketing and international business
7  No.7 Practitioner Manager of small company
8 No.8 Practitioner Manager of small company
9 No9 Practitioner Manager of medium company
10 No.10 Practitioner Manager of small company
11  No.l1 Practitioner Manager of medium company
12 No.12 Practitioner Manager of small company
13 No.13 Practitioner Manager of small company
14 No.14 Practitioner Manager of small company
15 No.15 Practitioner Manager of medium company
16 No.16 Practitioner Manager of medium company
17  No.17 Practitioner Manager of small company
18 No.18 Practitioner Manager of small company
19 No.19 Practitioner Manager of medium company
20 No.20 Practitioner Manager of medium company
21 No.21 Practitioner Manager of small company

4.2. The research questions of the first phase

This chapter discusses, in detail, the answers of the following research questions
addressed in the first phase.

Q1: Do guanxi-type relationships exist in Egypt and, if so, what does the term guanxi

mean in Egyptian culture?

Q2: What is an appropriate name for guanxi-type relationships in an Egyptian context,
does it mean (refer to) wasta, and what are the ethical and unethical practices of guanxi-

type relationships in an Egyptian context?

Q3: What are the key characteristics, variables, advantages and disadvantages of
guanxi-type relationships in an Egyptian context and SME sector? Can guanxi-type

relationships in Egypt play a role in attracting new customers to the SMEs?

Q4: What are the key variables of relationship marketing and types of relationship
marketing investment programmes that are most widely used and most suitable for

Egyptian SMEs and what are their impacts on customer retention?

Q5: Could the proposed research model benefit SMEs in building a quality
organisational relationship with customers and retaining them thus help the SME to
avoid the problem of employees taking all their personal contacts (their guanxi network)

when leaving the company?
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4.3. The existence, origin and meaning of guanxi-type relationships in

Egypt
This part responds to the first research question. The interviewing process started with
two academics who teach the guanxi concept at the British University in Egypt (BUE).
They also teach other types of networking concepts found around the world and
therefore understand the guanxi concept and how it might apply in Egypt. In the
beginning the academics agreed that there were similarities between Egyptian and
Chinese culture, especially in the area of social relationships. The quotations below
clearly highlight that guanxi-type relationships exist in Egypt and reveal the similarities

between Egyptian and Chinese cultures.

“It [guanxi] exists in our culture like the Chinese exactly but in China it
comes from the Confucius teachings while in Egypt it comes from the
teachings of Islam and Christianity, thus it’s embedded in our culture... It is
a social network of relationships (shabakat al-alakat), which includes all
types of relationships, friends, family, people in the same residential area,
colleagues, bosses, and old classmates. The effective network should have
favours exchange, either by me to others or by someone else to me.”
Interviewee no. 6, academic.

“Definitely a kind of relationship like guanxi exists and is very effective in
our culture and society. You can find the same characteristics of Chinese
guanxi here in Egypt where there are many common characteristics. Our
culture is close to Chinese culture; we are the same family-oriented society
and the relationships play a vital role in our life.” Interviewee no.5,
academic.

The above quotations clearly highlight that in Egypt, the guanxi-type relationship has
basically come from the teaching of religions (Islam and Christianity) and thus become
rooted and embedded in Egyptian society and culture. This point about religious origins
was strongly supported by most other interviewees and will be discussed later in this
chapter (characteristics of guanxi-type relationships). Moreover, the academic
interviewees’ replies include the idea of reciprocity or exchange of favours between
network members as a condition of making this network and relationship effective. This
too will be discussed later, in the section covering guanxi-type characteristics and

variables.
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In support of the responses of the academics, when the other types of interviewees were
interviewed, all 18 interviewees confirmed the idea of the existence of guanxi-type
relationships in Egypt and Egyptian culture.

“This exists in Egypt; it is the nature of the Egyptian people to be connected
to each other and we are a country that has very strong social relationships.
This relationship begins from the small family then the extended family. It
expands to friends, acquaintances, people who live in the same place, and
same part of town. It is built through our lives and applied in all fields in our
life.” Interviewee no.1, consultant and expert.

“It exists in Egypt especially in rural areas or the countryside. I think that
Egypt has these types of relationships more than any other country. We like
talking a lot, sitting with each other and meeting a lot. We are a social
people.” Interviewee no.2, consultant and expert.

“Yes, it is here in Egypt and takes this as a rule: social relationships are the
basis for dealing in any field, either inside or outside business. Relationships
are in everything in Egypt. ” Interviewee no.7, practitioner.

From the above quotations it is clear that the respondents supported the idea of the
existence of guanxi-type relationships in Egyptian culture, where people like to have
good relations with those who have common characteristics (family, friends, neighbours,
classmates or colleagues). Moreover, interviewees indicated that in Egypt, as in China,
everyone has his or her own personal social relationships that they have built up over
their lives and which are used to facilitate progress in everyday life.

After discussing the existence of guanxi-type relationships in Egypt, 17 of the
interviewees: academics; experts and practitioners went beyond this point and clarified
the existence of guanxi-type relationships through explaining and indicating how

guanxi-type relationships are important and widely used in Egyptian people’s lives.

“It exists in Egypt and we call it al-alakat. The more relationships and
acquaintances (al-alakat) you have the more facility in your life that you
have. The facilitation of work and sale processes depends on relationships
among people. People here are chatty; that means we speak a lot and this is
considered a confirmation of social relationships and helps the business
through applying word of mouth. ” Interviewee no.11, practitioner.

“It comes from the customs and traditions of Egypt. As I told you before,
when someone wants to do something, he will ask about the person, who he
will talk to and who will serve him in this thing. He never thinks of doing it
by himself. He must talk to someone before going.” Interviewee no.14,
practitioner.
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“Networks of relationships exist and are widely used in Egypt. All people
within the network of relationships exchange and have benefits. Anyone who
wants to do anything in Egypt will never do it themselves, they must search
for someone in his/her network of relationships to do it.” Interviewee no.10,
practitioner.

From the responses of the interviewees and the above quotations it is clear that guanxi-
type relationships lead to achieving benefits and economic interests; people are
dependent on these relationships in many aspects of their lives including business issues
and other daily life issues.

Moreover, all types of respondents stated that the guanxi-type relationships in Egypt
have positive connotations. It is something very important in Egyptian culture and

society, as shown in the quotations below.

“It is something basic but important in our life. If Egyptian people want
something from a particular place or governmental office, even if it is
something simple, they won't go unless there’s a person they know in this
place. This is how Egyptians are. So if you go somewhere, and you know a
person at that particular place, you will be honoured and welcomed. It is
impossible to work without this kind of relationship. It will never work.”
Interviewee no.12, practitioner.

“Your relationship is the way to facilitate everything. We prefer having
relationships and we call the person with a lot of relationships an ‘octopus’.
An octopus is a person who has more than one arm in every place. He has
relationships everywhere... In Egypt, relationship is a core concept. Thus no
relationship, no business, no anything...” Interviewee no.11, practitioner.

All the interviewees indicated that to them guanxi-type relationships had positive
connotations. In general, they viewed that guanxi-type relationships are used
extensively in daily life and acknowledged their benefits. These benefits may include

economic interests, favours or facilitation of issues of daily life.

To sum up, it is clear that the respondents agreed that the meaning of a guanxi-type
relationship in Egypt refers to a personal network of relationships which has an
Egyptian culture component. Although there was no agreement on a specific definition,
some of the respondents gave an explanation of the meaning of guanxi-type
relationships in Egypt. Others explained it through examples, stories and positive
connotations. In general the respondents indicated that the guanxi-type relationship in

Egypt is a network of relationships a person has, including family, friends, neighbours,
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colleges, classmates, etc., which is used to facilitate and exchange favours between the
network’s members and find a solution to any problem they face. This network of
relationships comes from the teachings of Islam and Christianity. Also it has unique
Egyptian characteristics and cultural components which make it different from any
other type of relationships or networks in other countries. These characteristics and
cultural components of the Egyptian-type of relationships will be discussed in the rest of
this chapter.

4.4. The appropriate name for guanxi-type relationships in Egypt
Although interviewees agreed that, the guanxi-type relationships in Egypt are social
phenomenon that is prevalent in Egyptian society and affects all aspects of life, even in
economic and social fields, this social phenomenon does not have a specific name
people can agree upon, that can be used in the literature. The interviewees agreed that
this type of relationship/s is similar to what is found in China, where relationships are
used extensively in daily life and the benefits are acknowledged. However, in the
academics’ view, there is no literature about this type of relationship, and also no name
for it.

“Yes, it is here but it has no theory. It has no name in all the Middle East
and that is for one simple reason; networking and social relationships in
Egypt and Middle East are under-studied. Can you imagine that when we
made a GEM [Global Entrepreneurship Monitor] report in Egypt our only
problem was that there wasn't a literature review!” Interviewee no.4,
academic.

“We looked at the culture, networking, and sociology literature, but there
was nothing. I find many individual authors have written reports and stated
that one of the study’s limitations is that they can't find reliable sources of
data because the topic of networking and small enterprises in Egypt is under
studied. Your research is very new and advanced to Egypt while it is also
parallel to the government’s directions concerning its interest in developing
the SME sector.” Interviewee no.4, academic.

“I had searched for social networks in the culture literature; it need not
necessarily be in the business or marketing literature, although it is related
to business and marketing. | thought that I may find it in the culture
literature but I didn't find papers in the area of culture about social
networks or networking in Egypt. | searched and found nothing. | felt that it
is odd because we are in the Middle East; as you know; the base of our lives
is social relationships. I want to tell you that this isn't only in Egypt; it’s
even more prevalent in Syria and Lebanon because there are clever
merchants for whom social networking is innate, but nobody seems to have
studied this phenomenon.” Interviewee no.6, academic.
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It should be noted that the above quotations clearly indicate that there is a gap in the
literature about social networks or relationships in Egyptian culture and in the Middle
East generally, in the culture, business or marketing literature. Thus, there is no name

for this extensively used social phenomenon.

When academic respondents asked about the appropriate name for the guanxi-type
relationships in Egypt, the responses were almost the same.
“In Egypt we actually call guanxi al-alakat (relationships) or shabakat al-
alakat (network of relationships).” Interviewee no.5, academic.

“We call it relationships or relationships network (al-alakat or shabakat al-
alakat). Everyone has relationships networks (shabakat al-alakat) and all
these names are the same.” Interviewee no.4, academic.

“It is a network of personal relationships (shabakat al-alakat al-shakhsea)
but we usually shorten this name to one name like relationships (al-alakat)
or network of relationships (shabakat al-alakat); both are good and short
for the expression ‘network of personal relationships’.” Interviewee no.6,
academic.

The academics used different Arabic words but at the end, they all had the same
meaning. There was agreement about some Arabic words: relationships (al-alakat),
relationships network (shabakat al-alakat), and personal relationships network
(shabakat al-alakat al-shakhsea). Furthermore, it is very important for the suggested
name for a guanxi-type relationship in Egypt to be popular and familiar among Egyptian

people in their daily lives.

One of the academic respondents (Interviewee no.4) commented that sometimes it was
very difficult to find an appropriate name for something in the Arabic language because
sometimes a good and meaningful name came from standard Arabic and was very
formal and classical, and not popular or familiar amongst the general population.
However, in this case fortunately, there is a popular and familiar name for guanxi-type

relationships in Egypt.

“...note that it is a difficult to find names for ideas in Arabic and you may
sometimes find a good and expressive name but it can't be used because it
isn't common or familiar. One example for that here in Egypt was when they
established something like the social network for women’s small projects
and tried to find a name for it and they finally named it interconnection
(tawasol), but that was a classical Arabic word and you know that we don't
use classical Arabic today so the word interconnection (tawasol) was
difficult for people to use and so they didn’t use it.” Interviewee no.4,
academic.
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Furthermore, other interviewees, experts and practitioners, pointed out that the name of
guanxi-type relationships in Egypt is either acquaintances (maaref) or relationships (al-
alakat).

“When people here in Egypt talk about this issue they usually use one of two
words, ‘acquaintances’ or ‘relationships’. Those two words are very
common, brief and easy words in our society, because it is one word only.”
Interviewee no.17, practitioner.

“You don’t need to name it ‘acquaintances network’ or ‘relationships
network’ because the word ‘acquaintances’ or ‘relationships’ alone is plural
not singular. So, it implicitly has the meaning of network or a group of
persons that are connected together and we always use these two words in
our daily lives.” Interviewee no.3, consultant and expert.

The interviewees illustrated that in Egypt usually people call their social networks either
relationships or acquaintances. Also, these two words are used when people try to
facilitate issues in their daily life by using their relationships with other people they

know.

In the same vein, the interviewees who agreed that guanxi-type relationships in Egypt
are called relationships or network of relationships agreed also that the word
acquaintances is used in the society but the words relationships or network of

relationships are better and more comprehensive than the word acquaintances.

“We call it ‘social relationships’ or ‘acquaintances’ but the word
‘relationships’ is more comprehensive than ‘acquaintances’.” Interviewee
no.21, practitioner.

“I think it is ‘relationships network’ because this includes everything, for
example, friends, and friends of friends, colleagues and friends of
colleagues. But | may say that my acquaintances are more about relating to
people who I socially relate to or people who I personally know, so the word
‘relationships” or ‘network of relationships’ gather all of this.” Interviewee
no.7, practitioner.

“My social relationships network doesn’t necessarily depend on
acquaintances only, because my social relationships include my
acquaintances who may be indirect acquaintances like my wife’s and my
colleagues’ acquaintances, who I might not always know personally, but
when | ask a colleague for a favour he will help me using his acquaintances,

9

thus it is better to call it ‘relationships’.” Interviewee no.8, practitioner.
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It is clear that the respondents considered the words relationships (al-alakat) or network
of relationships (shabakat al-alakat) broader and more comprehensive than the word
acquaintances (maaref). The words al-alakat or shabakat al-alakat include all people in
their social network and all people in the networks of the people in their networks,
while the word maaref means only the people they know personally. However, using

both words will deliver the same message to listeners.

On a different note, there is some evidence from literature that supports the word wasta
(mediation) as an equivalent name for guanxi-type relationships in the Middle East
(Hutchings and Weir, 2006a; 2006b). The interviewees were asked directly what they
thought about the word wasta as a name for guanxi-type relationships in Egypt. None of
them agreed with this definition. They explained that the meaning of wasta in Egypt and
the Middle East was different from guanxi, which will be explained later in section
4.4.1.

To summarise, the majority of the interviewees indicated that the guanxi-type
relationship in Egypt could be called al-alakat (relationships) or shabakat al-alakat
(network of relationships) as shown in Table 4.3. It is important here to mention that the
words relationships or network of relationships carry the same meaning among people
in Egypt; using either of these terms implicitly means the other. Also, it is important
here to indicate that the Egyptian type of social network called relationships (al-alakat)
or network of relationships (shabakat al-alakat) means a lot in the minds of the
Egyptian people.

Table 4-3: Number of respondents who named guanxi-type relationships in Egypt

. . L Number of Percentage of
The Name of Guanxi-Type Relationships in Egypt Interviewees Interviewees
View guanxi-type relationships as relationships (al-alakat) or 16 76%
relationships network (shabakat al-alakat)
View guanxi-type relationships as relationships (al-alakat) or 5 24%
acquaintances (maaref)
View guanxi-type relationships as mediation (wasta) 0 0%
Total Number 21 100%

4.4.1. Guanxi-type relationships and wasta

The interviewees were asked about the meaning of the word wasta (mediation), their
understanding of this word and whether they thought it was an appropriate name for
the guanxi-type relationships in Egypt, as there is literature support for this point
(Hutchings and Weir, 2006a, 2006b). All respondents disagreed, saying that wasta is
an inappropriate synonym for the guanxi-type relationships in Egypt, and does not
correctly express the Egyptian social phenomenon of relationships that is equivalent to

Chinese guanxi.
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“The guanxi-type relationships in Egypt are completely different from wasta
because wasta means to use someone either with money or for nothing and
even, legally or illegally, to make something that you can’t do without
relationship or acquaintance with the person who can do it. Moreover, in
our society, wasta is always related to something illegal.” Interviewee no.6,
academic.

“In Egypt we can call it relationships and we don't call it mediation so
guanxi in Egypt means relationships.” Interviewee no.4, academic.

“Guanxi isn't wasta at all and | myself don't see it as wasta at all. It'’s a
terrifying word for a lot of people in Egypt; also this word is associated with
the word bribery.” Interviewee no.5, academic.

The academic interviewees indicated that wasta was not the equivalent name of Chinese
guanxi in Egypt; the equivalent name is al-alakat (relationships) or shabakat al-alakat
(relationships network), whereas wasta is the action taken by people who have al-alakat
or shabakat al-alakat when they want to facilitate a specific thing or facilitate their
work. Thus, the guanxi-type relationships in Egypt are not wasta. Wasta is one of the

results or consequences of using guanxi-type relationships in Egypt.

Moreover, one of the academics explained the origin of the word wasta and how it has

been transformed to a terrifying word related to unethical issues.

“..wasta has come to mean unethical and it took this form because the
expression has been developed and its implications have become negative,
whereas the origin of mediation as a word means, someone to mediate for
you as being a mediator between you and someone else because you have a
demand and he knows the party who can execute this demand, so he
mediates for you to execute your demand. The problem began when we
consider this now as being a way for taking a thing which we don't have a
right to and we take it via mediation. Do you know?!! There are some
common words which take different meanings or other meanings, like the
word mediation.” Interviewee no.6, academic.

It is clear from the above quotation that the origin of the word wasta (mediation) is
mediator, where an individual mediates between two persons or parties to get a result
that both parties are happy with. The mediator will encourage two people to serve each

other or make favours for each other.

Besides, other types of the interviewees, practitioners and experts, also indicated that

guanxi-type relationships in Egypt are not wasta.
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“The word mediation (wasta) is known to us but the more comprehensive
name is the relationships network (shabakat al-alakat). Mediation is known
to people as an unethical way while it often contains ethical and unethical
parts.” Interviewee no.20, practitioner.

“l can say that the word ‘relationships’ is more general and common than
mediation. Mediation is part of relationships but mediation is divided into
two parts, which are ethical and unethical. Unethical when there are bribes
and having things which aren't ours.” Interviewee no.18, practitioner.

“Wasta (mediation) is a modern and general word. It has two dimensions.

The first dimension comes under the word intercession, which is favoured in

Islam. The second one comes under the process of taking the rights of

unlawfully, which is forbidden in Islam, and considered immoral and illegal.

This is the bad dimension of it. Thus mediation has two parts: the first one is

the good part which is called intercession while the second one is the bad

one that is called mediation in evil (or badness).” Interviewee no.9,

practitioner.
While the interviewees asserted that guanxi-type relationships in Egypt are not wasta,
they also clarified that nowadays wasta has acquired negative connotations of
favouritism, nepotism and corruption and is related to bribery, while its original sense,
meditation or wasta could be used for getting people’s rights or objectives and enabling
one’s voice to be heard. The problem is that people are using wasta in unethical ways

and for unethical issues, and therefore, the word has general unethical overtones.

The common meaning of the word wasta in Egypt and Egyptian spoken Arabic is equal
to something unethical. When the word wasta is mentioned anywhere in Egypt, the first
thing that comes to mind is the unethical meaning. Wasta has connotations taking a
right that isn't yours or seizing others’ rights, which means something immoral or
unethical. It also means to have a mediator in order to facilitate access to something
even though someone else may be worthier of it or more deserving. This is the meaning

or the public image of this concept in Egyptian people’s minds.

Consistent with this view, 10 of the interviewees provide the guideline to differentiate

between ethical and legal wasta and unethical and illegal wasta:

“Mediation has two parts. One is ethical and the other is unethical. I may
use mediation to have my right and | don't pay money or bribery for that. If |
paid money or bribery or if | paid anything material, thus it is bribery and it
will be unethical. Also it will be unethical regardless of whether | pay money
or not, if people use it to take away another’s right.” Interviewee no.16,
practitioner.
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It is clear that the difference between ethical and unethical wasta was known and
understood by Egyptian people as shown in Table 4.4. When people use it morally to
get their objectives, which cannot be obtained in any other way, especially in the
presence of bureaucracy and red tape, it is ethical wasta, whereas when people try to
take others’ rights or even take their rights through bribery, wasta becomes unethical.
With these two dimensions known and understood by society as a whole, ethical and
unethical, it would seem that wasta or mediation is not an accurate name for guanxi-
type relationships in Egypt.

Table 4-4: The two sides of wasta
Ethical Wasta Unethical Wasta

1- Getting the person his/her rights  1- Getting the person his/her rights by paying any type of bribe
without paying any type of bribe  5_144ing something to which one is not entitled.

3- Taking or seizing the others’ rights

Regarding the use of wasta in the business field, one of the interviewees, an expert in
the development of small and medium-sized enterprise (SME) and involved in
formulating SME law in Egypt, made a link or connection between wasta or mediation

and the size of the company and explained:

“There is a relationship between the ethical and unethical wasta and
company size. It becomes unethical when the size of firm increases. The
small institution brings mediation to get its rights and in this condition we
can call it ethical mediation but when a big institution becomes bigger, it
uses mediation to get things that aren't its right.” Interviewee no.l,
consultant and expert.

From the comment above, it is obvious that there is a positive relationship between
company size and the type of wasta and whether it was used ethically or not. An SME
usually uses wasta to get its rights in the presence of bureaucracy and routine, while
larger companies are more likely to use the dark side or unethical side of wasta to get
profits and advantages they do not deserve. Accordingly, in Egypt there is a positive

relationship between the size of the company and the unethical aspect of wasta.

To sum up, there was agreement about using the words relationships (al-alakat) or
network of relationships (shabakat al-alakat), as a name for guanxi-type relationships in
Egypt. Also, interviewees indicated that guanxi-type relationships in Egypt are not
called wasta. In addition, the word wasta has two sides: ethical and unethical. It is
possible to differentiate between the ethical and unethical sides. Wasta becomes

unethical when people want to take others’ rights or even take their rights and
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accomplish their interests faster through bribery. Although people want to take their
rights, it is unethical to give a bribe, and unethical for the other person to take a bribe,
which leads to blight. In this situation, it becomes immaterial whether people get their
rights or not. It is considered ethical when people use their relationships to achieve their
objectives or rights without paying money. Wasta that depends on using personal

relationships without money and bribery is generally seen as ethical.

4.5. The characteristics of shabakat al-alakat in Egypt
A number of significant features underlie the development, use and preservation of
guanxi-type relationships in Egypt (al-alakat or shabakat al-alakat). These features or

characteristics as follows:

4.5.1. Shabakat al-alakat is a social network.

According to Arias (1998) and Bjorkman and Kock (1995), guanxi is essentially a
social network constructed on social interactions. There are two primary elements in
guanxi networks as social networks, one being the links or connections with particular
individuals and the other, the environment surrounding the individuals or the culture in
which the individuals are based. The interviewees expressed the same point regarding
the type of network in Egypt.

“It is a social network between people with our [Egyptian] culture
components and depends on specific links or connections like colleagues in
the university, friends, acquaintances, and neighbours. Also, it is related to
our culture and so it is used in everything in our life even in business and in
all the sizes of companies, but differently. Anyone in Egypt must have a
relationships network. ” Interviewee no.15, practitioner.

All the respondents in this study indicated that guanxi-type relationships in Egypt or
shabakat al-alakat are social networks that build on the interaction between people who
have specific ties or bonds (e.g. friends, colleagues, family, and relatives). Furthermore,
social networks are very common in Egyptian culture and used for many aspects of
social life like marriage and shopping, or business aspects like promotion, dealing with
the government and daily routine. These Egyptian networks consist of two components:

the people with bonds or ties and the Egyptian cultural component.
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4.5.2. Shabakat al-alakat has a religious origin

Chinese guanxi roots are deeply embedded in the Chinese culture which comes from the
Confucian philosophy (Luo, 2007). Regarding the shabakat al-alakat in Egypt, eleven
of the respondents indicated that guanxi-type relationships are part of the Egyptian

culture and have religious origins from Islam or Christianity.

“It exists in Islam and Christianity. So, this social relationship has an origin
in religion. Religions set it up and set the rules. Now, these rules exist
between people. People understand that it has a religious origin and others
practise it in a natural way without feeling that it has religious roots. All of
these are social relationships and its consolidated in religion.” Interviewee
no.1, consultant and expert.

“Al-alakat with the family members, friends, colleagues and neighbours
exists in the Egyptian culture and it has a religious origin. | will give you
examples of this type of relationship and will tell you that they have a
religious origin...” Interviewee no.9, practitioner.

Two of the interviewees gave examples of some practices among members in the
same shabakat al-alakat, which originally come from Islamic and Christian
teachings. These practices are considered as proof that shabakat al-alakat in Egypt
has a religious origin; for example, “help one another and cooperate in
righteousness and pious duty, and help not one another unto sin and transgression”
come from the Quran (Quran, surat 5, Al-Ma'idah, chapter 6, ayah 2). Moreover,
asking about neighbours to strengthen the relationship with them and solidarity,
both exist originally in Islam and Christianity. Furthermore, the inheritance
relationship is supported by the idea of a network of social relationships where
sometimes relatives know each other and contact each other more and more. All of
these examples are considered to be the foundation of the social relationships
network. They are also indications that guanxi-type relationships in Egypt have a

religious origin.

“Everyone has to serve others because it is a religious duty whether Muslim
or Christian. Everyone may seek to another one in doing something. That's
because the requital is from God. So, it isn't related to a specific industry or
merchant but it relates to our cultures, origins and religious roots. Yes, of
course, it is religion.” Interviewee no.17, practitioner.

To sum up, it is clear that guanxi type relationships in Egypt or al-alakat basically

originates from the teachings of religions in Egypt (Islam and Christianity) and is thus
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rooted and embedded in Egyptian society and has become part of Egyptian culture. The
teachings of Islam and Christianity encourage relationship building with relatives,
friends and neighbours and encourage them to help, assist and provide favours to others.
Because the Egyptians are generally religious people, they adhere to religion’s

teachings.

In addition, religion in Egypt is manifested in prayers and religious occasions, which
make the relationships between people who know each other very strong and also help
in establishing and building new relationships. For example, a relationship may be
established among the people in the mosque or church during prayers or during any
other religious occasions. These people are not relatives, but share compassion and
empathy. This point about the religious origin of the relationships was strongly
supported by interviewees. Moreover, the respondents indicated that the motive for
reciprocation and exchangings favours among people within shabakat al-alakat is the

teaching of religion.

4.5.3. Shabakat al-alakat is personal

Guanxi is usually considered at the individual level (Tsang, 1998), as a network of
relationships is constructed among individuals. Guanxi among companies stems and
develops from personal relationships (Arias, 1998). About this issue, interviewees
confirmed that guanxi-type relationships in Egypt are also personal and mainly among
individuals:

“This relationship is personal and builds with the exchange of benefits.
These people gain benefits from each other.” Interviewee no.8, practitioner.

“It is a social network between people or individuals and every person
within this network has a rank among others.” Interviewee no.20,
practitioner.

“Each of us here in Egypt has a social network or a personal relationships
network. People have relationships with people in their social network and
trust and respect each other, so they will do anything for each other.”
Interviewee no.21, practitioner.

The respondents indicated that the guanxi-type relationships in Egypt are a network of
relationships that a person has with other individuals and includes family, friends,
colleagues, classmates, and even organisations. People in Egypt will usually say, “I
know that person” or “I know this organisation”, and that means he or she knows the
owner or a key person in the organisation.
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4.5.4. Shabakat al-alakat is intangible
People in the guanxi network are trusted and committed to each other by an unwritten
and understood agreement of equity and reciprocity (Luo, 1997). The respondents

reported the same regarding the Egyptian people.

“In my shabakat al-alakat, we trust each other, we do favours to each other,
and we exchange benefits with each other. No one needs to return the favour
at the same time but when the other needs it, s/he will do it. It is a common
tradition in Egyptian society that the rules which manage the relationships
and exchange favours are unwritten, but all understand these rules which
engage each other without any contracts or anything like that.” Interviewee
no.7, practitioner.

“It is something that binds and engages people together in our Egyptian
social network. This engagement isn't a written one or touchable thing.”
Interviewee no.1, consultant and expert.

Like Chinese people, in Egypt people implicitly understand that they depend on their
social network in every aspect of their lives including business, marriage, buying,
selling, shopping, and dealing with the government and their daily routines. It is
understood in Egyptian culture and it is clear in people’s minds that people have to help
each other and do favours for each other, and all these favours can be banked until the
time is right to return them, and they may even be passed from generation to the next.
All these processes are implicitly understood by all Egyptian people without any written
contract or code. This implicit and unwritten code governs the mechanism of

relationships.

Two of the practitioners added new, important and innovative insight into the meaning

of intangible. As one explained:

“It is intangible because you can't evaluate it with money or material. You
can't evaluate my relationships with people in my network by money. It is
intangible but it has a benefit because people in my network can do me
favours without money. This means that | can achieve many benefits using
my social network without charges or money and it saves me effort and
time.” Interviewee no.11, practitioner.

This respondent argued that intangible also means the benefits of the relationship are
not countable, and cannot be evaluated and priced. It is worth a lot of money, can
facilitate many services and bring about huge benefits worth a lot, but it cannot be
evaluated or counted.
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In summary, shabakat al-alakat in Egypt is intangible and this means people implicitly
understand the rules which govern the relationships and exchange of favours among
them without any written contract or code of practice. Furthermore, other interviewees
explained the meaning of intangible, that shabakat al-alakat is not touchable, although

it can provide and facilitate a lot of benefits to the people.

4.5.5. Shabakat al-alakat is mainly emotional rather than utilitarian

Links among people within the social network in Egypt are mainly emotional,
especially between members of the same family, friends, colleagues, and people from
the same locality. This emotional relationship leads to exchange of favours that make
the relationship utilitarian.

“We are mainly emotional people, meaning that the emotion has brought us
together then lead to favours exchange. You may find that a person gets
embarrassed if he buys the same product that I sell from someone else while
he is my friend. ” Interviewee no.10, practitioner.

“I told you that the Egyptians are emotional and are emotionally related and

you may see that when there is any social problem or crisis we all rush and

get together because that is inherent in us.” Interviewee no.7, practitioner.
The majority of the interviewees (17 one, 81%) mentioned the word that Egyptians are
‘emotional people’ and in most cases they start their relationships as part of social
interactions which will be followed by the exchange of favours, which makes the
relationships utilitarian. Also, the motive behind doing the favours is mainly emotional.
When emotions become the motive for exchange, the favours between people and the
ties among people will be stronger than when only benefits are the motive for an
exchange. People will not count how many favours they receive or how many they do.

They carry out the favours because there are positive emotions among them.

Moreover, the analysis revealed that the emotional basis for the relationships not only
facilitates the relationships between people and the exchange of favours in the everyday
life, but also has a great influence on business and a company’s growth, sales and
profits.

“Emotions or passion play a big and important role and facilitate many
things. For example, sometimes a person may leave his company and go to
another company simply because he has a good relationship with one of its
employees. He may not know anything about the new company, perhaps
doesn't know the details of the company. He just goes to the new company
because of the person he has a relationship with. This is emotion.”
Interviewee no.12, practitioner.
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“Some people will tell you that they feel comfortable with a company when
others might say this company is more expensive, its service is less or its
products aren’t such good quality. Those who feel comfortable with the
company will say the owner or member of staff is their friend, that they know
him and have a good relationship. They feel comfortable with that company
and sometimes they get special treatment.” Interviewee no.20, practitioner.

“We buy our stuff from one shop not the other depending on whether we like
people (owner or staff) in this shop or not. It may also depend on whether
our relationship with those people is strong. It explains why someone opens
a shop and then it closes down, but a similar store can open in the same
place and be successful. It also explains why you can find two shops open in
the same place and one is well-lit and the other is smaller and more humble.
So people buy from the small one and don't buy from the imposing shop
because they like the owner and/or employees of the small shop and have a
good relationship with them.” Interviewee no.1, consultant and expert.

The above stories are evidence that good relationships and the relationships within the
network start with emotion and then the emotion leads to the exchange of favours and
benefits for both sides. Also, it has a great influence on business and a company’s
growth, sales and profits. The most important thing to Egyptian people is the ‘emotions’
rather than anything else. When they feel comfortable and have good relationships with

employees in an organisation, they will pay less attention to other matters.

In conclusion, relationships between people in Egypt depend mainly on emotions,
which can lead to benefits and exchange of favours. There are very few cases where the
motivation for the relationship is for benefits only, without emotions. Moreover,
Egyptians can recognise clearly those people who form relationships only for their own
benefit without any emotion and without any giving, and in most cases, those people are
rejected or expelled from the network. This is the difference between the Egyptian type
of relationships and the Chinese guanxi, as in China guanxi with relatives is highly
emotional while guanxi with other social units is mainly functional, connecting people
not through emotion, but rather through the exchange of favours. Moreover, it is not
difficult to break guanxi relations which have ceased to be beneficial or based on

reciprocal exchanges (Luo, 2007).
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4.5.6. Shabakat al-alakat is contextual

Guanxi depends entirely on context. For example, giving a gift in one situation is
simply accepted as customary gift giving. In a different situation, it might be considered
instrumental or it might be seen as bribe (Luo, 2007). Cultivating guanxi-type
relationships in Egyptian culture is also contextual and differs from time to time
between people and according to the relationships between people.

“...for example, if one of my relatives comes to my home with a cake and
present, | will accept it because he is my relative and it is part of our social
interaction. But if one of my subordinates came to my house carrying the
same cake, | would worry. It will be related to bribe in this case.”
Interviewee no.1, consultant and expert.

“We know the difference between a present and bribery according to the
service. For example, the same thing (cake, perfume) is sometimes
considered bribery but at other times, it is considered a way of thanking the
person for a service or favour that he did for me. In one moment something
is considered a bribe while in another moment it is described as a present.
It’s all according to the type and the strength of the relationship.”
Interviewee no.14, practitioner.

“...s0 definitely it’s context-specific but context-specific in terms of if it’s in
avillage or in a town or in a city. ” Interviewee no.18, practitioner.

The interviewees indicated that guanxi-type relationships in Egypt differ from time to
time between people and according to the relationships between people. Also they differ
between rural and urban societies. In rural societies, people are courteous. There are
compliments between people so they accept compliments and there is no sensitivity.
Accordingly, the acceptance or refusal of the gift is contextual and depends on many

aspects, such as who is giving the gift and the type of relationship with him or her.

4.5.7. Shabakat al-alakat is transferable

Transferable means that if person A wants to form a relationship with person C, and A
is in the same [shabakat al-alakat] with B and B is also in the same [shabakat al-alakat]
with C, then B can suggest A to C (Luo, 1997; Tsang, 1998).

“Yes. | mean that | know you and you know person X. | need help from X and
I don't know him. So you can introduce me to him. As a result of this, there
will be a relationship between me and him. If the relationship becomes good
between both of us, the relation will be direct from me to him. That is very
common in our culture.” Interviewee no.10, practitioner.
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“In religion we call it striving for good. The seeker of good gets his requital.
So its origins are in the religion. Playing the role of mediator, that means
intercession, originally, it is from things that have a great requital in
religion. Religion supports the right intercession not the wrong one. It isn't
transferable but it is essential and must be transferable.” Interviewee no.9,
practitioner.

The majority of the respondents clarify that shabakat al-alakat in Egypt is transferable.
Some respondents mentioned that sometimes they played the role of mediator and
transferred the relationship between people from a religious perspective where helping
one another and cooperating comes from the teachings of Islam and Christianity. Others
mentioned that it is a rule in Egyptian culture to play this role and help others through

using relationships.

4.5.8. Shabakat al-alakat is long-term oriented
As the interviewees mentioned, the relationship within shabakat al-alakat is passed
down from one generation to another. In addition, the return of favours will not be at the
same time but instead, the favours will be returned when people need it, even long after
the favours are banked. Thus, all this implies that guanxi-type relationships in Egypt are
long-term oriented.

“It isn't something that will finish in a day and a night and it is also a

bequest.” Interviewee no.16, practitioner.

“Al-alakat are expected to last for an unlimited time as long as people are

still alive.” Interviewee no.13, practitioner.
Accordingly it is expected that the relationships within shabakat al-alakat will be long-
term oriented like Chinese guanxi. In Confucian societies, it is understood that social
interactions take place are taken into account in the long term. Guanxi relationships do
not come to an end, but can pass from one generation to another generation if constantly
maintained (Luo, 2007).

To sum up, the previous discussion reveals that guanxi-type relationships in Egypt
(shabakat al-alakat) have several characteristics of a cultural and social nature which
make the network rich and comprehensive as shown in Figure 4.1. In addition, shabakat
al-alakat are similar to the Chinese guanxi in many characteristics except that they have
a religious origin, while Chinese guanxi roots come from Confucian teachings.

Furthermore, shabakat al-alakat are mainly emotional rather than utilitarian.
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A. Characteristics of Egyptian Shabakat Al-alakat

Figure 4-1: Comparison of characteristics of guanxi and shabakat al-alakat
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4.6. The key variables of shabakat al-alakat in Egypt

Many studies deal with guanxi as a multi-dimensional construct that can be measured
through a number of variables. All these variables are viewed as components of guanxi
(Chen, 2001; Geddie et al., 2002, 2005; Hwang, 1987; Kiong and Kee, 1998; Tsang,
1998; Wang, 2007; Yang, 1994; Yau et al., 2000). The interview protocol posed several
questions to investigate variables that arise in the literature and decide which variables
are most suitable to the Egyptian culture. According to the qualitative data analysis, the

variables for shabakat al-alakat (guanxi-type relationships in Egypt) are as follows:

4.6.1. Personal trust

Personal trust mainly means the establishment of credibility via past history and
reputation in terms of the fulfilment of promises and obligations with mutual
satisfaction and beneficial interactions (Kiong and Kee, 1998; Yau et al., 2000). All
interviewees agreed about the concept of personal trust in Egypt and that it is a
significant component of guanxi-type relationships in Egypt. Also, interviewees
indicated its importance for people in the society in general and within the guanxi-type

relationships in Egypt (shabakat al-alakat).

“There is personal trust between each other in this relationship network.
This personal trust depends on all of previous incidents and treatments. It
depends on a lot of incidents where people always remember who did a
favour for them and who didn’t.” Interviewee no.18, practitioner.

“How the relationship grows will be according to the continuity of building
trust. This leads to the maturity of the relationship.” Interviewee no.5,
academic.

“Trust between two people influences the strength of the relationship, and
depends on the history of the relationship and the previous experience.
There may be a relationship but there isn't trust because the previous
dealings between them were very bad” Interviewee no.7, practitioner.

The interviewees indicated that there is trust between people within the same network of
relationships. This trust is with family, friends, locality, colleagues, classmates and all
the people in the same network. This trust is not something transient and fortuitous but
is built on the past history of the person’s behaviours and whether s/he has fulfilled
his/her promises and obligations towards others. In addition, this trust also influences a
person’s public image and reputation among people within the same network. A

previous dealing could result in a lack of trust in a person if s/he proves not to be honest
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and does not return favours or tends to cheat continuously. As a result of this bad

history, trust will be lost and the relationship will end.

Two of the practitioner interviewees clarified that it is not necessary to trust the network
member fully; it is enough just to trust that the member will return favours when there is

need for it.

“I trust the people in my network relationships or I may trust at least some
certain things, or at least | trust that they will do or return me favours. | may
not trust you, but I am sure that you may return me the favour later. That’s
why there shouldn't be complete trust.” Interviewee no.11, practitioner.

“When a member of my network tells me that he is working at company X
and asks me to come to buy his products because they are good, it is not
necessary to trust him fully. I should go myself and check them.” Interviewee
no.17, practitioner.

The above quotations clarify that there is trust among people in the same network
but it is not a prerequisite to fully trust all people within the relationship network
to start dealing with them. The condition is that minimum level of trust should be

available to keep the relationships.

Nine of the practitioners and three academics highlighted that in Egypt people
depend on their relationships in everything because of the lack of trust in

strangers.

“In Egypt people depend on acquaintances because cheating is so
widespread in our life, so one turns to their acquaintances so as not to be
cheated. When | want to get something | have no experience about, | may
look for an acquaintance so as not to be cheated. The most important
available thing about the acquaintances is trust; the acquaintances give you
the trust and the feeling of confidence, either in buying or dealing.”
Interviewee no.21, practitioner.

Egyptian society is a low-trust culture where trust is extended only to current
acquaintances and relationships, and there is a lack of trust outside those acquaintances
and relationships. Those acquaintances and relationships are used to avoid the problem
of lack of trust and cheating from members outside the network.

To sum up, as in China, trust is one of the important components of guanxi-type
relationships in Egypt or Egyptian shabakat al-alakat, which people use as a sort of

protection from fraud, deception and cheating during their daily lives.
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4.6.2. Face

Chen (2001, 74) defined face as “a social standing based on one’s characteristic
and reputation within a given social group”. In Chinese culture, one’s reputation is
rooted in one’s past behaviours, particularly moral behaviour (Tsang, 1998). Tsang
(1998, 66) describes face as the ‘public image’ of a person or one’s prestige and
reputation. All the interviewees agreed that within shabakat al-alakat everyone
has a specific rank and public image. The interviewees clarified that face is the
public image of a person or prestige and reputation. One’s reputation is rooted in
one’s past behaviours; particularly moral behaviour. Moreover, they indicated that
face is an important component of the guanxi-type relationships in Egypt.

“..everyone Within shabakat al-alakat has a rank among others, and
depending on their previous history, their classification is set.... You may
find a person has a good reputation from a previous encounter or period, so
the person will have a high rank, or similarly, earlier bad behaviours from
earlier encounters or actions and a person will have a low rank.”
Interviewee no.7, practitioner.

In pastoral society, you often find that there is a famous family (who are
known to people). When someone from this family wants to buy something
but he doesn’t have enough money, you find the seller will still sell him the
products and ask him to bring the money back another time. Or he says, ‘We
know you. You are son of ..., do not be silly, give me it another time, your
name and your family's name is money’. All of these things happen. The
family's name secures credit. In contrast, when a family has a bad
reputation, the seller will tell him, ‘Pay now or it isn't important to sell to
you. You don't remember that your family is... ".or he may say, ‘You are son
of ... or a brother of.... who is a not trusted person, pay now or leave us’.”
Interviewee no.2, consultant and expert.

All interviewees argued that a person’s rank and public image comes from his/her
history and previous behaviours and from his/her family name or family rank. This rank
works as a label of quality and a brand name for this person.
“The people in my social network are classified according to their
reputation and their image. Everyone has a classification among other
people who know him/her, meaning that when I need someone for a favour,

according to this classification 1 know who will do it for me and who will
not.” Interviewee no.16, practitioner.

Thus, it can be concluded that face is one of the important variables and components of
the Egyptian guanxi-type of relationships (shabakat al-alakat), as there is specific,
implicit classification, rank and image for every person within the network or shabakat
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al-alakat. The image and classification come from the previous history of that person.
From this image, a person can be classified trustworthy and the decision made whether
or not he or she can be asked for favours.

Also the interviewees confirmed that rank, image and relations (al-alakat) are inherited
and passed from one generation to the next where the relations of the grandfather and
father passed on to sons, and the sons will benefit similarly from the relationships (al-
alakat) in their family network. One of the practitioners told his story and how he and
his father inherited his grandpa’s shabakat al-alakat.

“There was a tailor who was my grandfather’s friend. My father goes to
him, my father is sixty years old, he asks him to sit saying, ‘Sit son of dear
one, you make me remember your father’. Once upon a time, | went to him,
he didn’t know me and I told him that my father is .... and my grandfather is
..., S0 he welcomed me very well and I found him saying that he would do a
perfect job for me only because he is my grandfather's friend.” Interviewee
no.21, practitioner.

The interviewees brought up another point about those who like to receive favours but

do not give anything.

“There is another point that relates to those who take favours and don't give
anything. They always take and don't give anything till no one will help them
in anything. They will lose their image and rank among people.”
Interviewee no.16, practitioner.

Those people usually lose face and image and eventually they cannot find anyone
within the network to do favours or serve them in anything. Accordingly, people who
like receiving favours without giving anything will lose their face in the society; then
lose all their guanxi-type relationships in Egypt (al-alakat). A further point emerged
about the relationship of the guanxi-type relationships variables with each other, raised
by one of the practitioners.

“I enjoy having trust within my personal relationships. Here in Egypt we
work through trust. This trust depends on everyone’s public image and
reputation [face] inside the network. For example, in business in some
project we do not collect payment from a specific person in advance because
we have an idea that this person will not have any problem paying one
million pounds, but another person is a silly one so I will take money from
him in advance because I'm not so confident about his ability to pay. That
means everyone works through a specific category, perhaps through his
surname, his previous transactions and briefly through his curriculum
vitae.” Interviewee no.20, practitioner.
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It is very obvious that the variables of the guanxi-type relationships in Egypt are
interrelated and cannot be separated from each other. Trust is closely related to face, as
the history of a person determines his/her image, reputation and classification, which
influences the trust in that person. Building on trust and face there is reciprocity.

Moreover, sometimes without empathy there is no reciprocity.
Seven interviewees indicated some antecedents for face.

“Everyone has a public image which derives from the family's name and
from a person’s achievements; he always serves others, through his job or
from his previous treatment with others. He also has this image from his
previous relationships.” Interviewee no.1, consultant and expert.

“I will talk with you about the family provider or boss. He is responsible for
the family and all people trust him, trust his word and all people obey him.
He is also the person who may pay for forfeiture. He pays money as a result
of interference and being a mediator in conciliation. So he bears some of the
expenses because he is the family provider or boss and he wants this
conciliation to be achieved (so the family provider or boss is the person who
has a very high rank in his society and in his relationship network). This is
also a result of his handling of previous situations and previous attitudes. He
doesn't become this person overnight. Of course there are other people in
the same family or tribe who have no rank or value and that is because of
their previous attitudes and previous dealings.” Interviewee no.9,
practitioner.

In Egypt, sometimes face comes from the family, clan or tribe name, or from a person’s
position, achievement or job. Also in every family, clan or tribe there is one who is the
head, who is responsible for its members and always obeyed by them. This person is
called the family, clan or tribe provider or the boss. He has a very high rank in his
network as a result of his previous behaviours and past history. If there is a problem
with any member of his family, people come to him to solve their problem or to ask for
his help. He will also have money to pay to solve problems between people and will be
a mediator in conciliation. The role of the family provider or boss is to support social
relationships, keep coherence and try to solve social problems between people, which

will lead to the stability of social relationships.

It is clear that face is a very important variable of the guanxi-type relationships in
Egypt. Good face means a good image and reputation, which will be reflected in trust,

the strength and quality of the relationship and the exchange of favours.
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4.6.3. Empathy

Yau et al., (2000, p. 19) defines empathy as “the ability to understand someone else’s
desires and goals”. It is extremely significant for people within the same social network
to acquire an in-depth knowledge about their partners and to know what appeals to their
needs. Data analysis highlighted that empathy is another important variable of the

Egyptian guanxi (shabakat al-alakat).

“Empathy is very important between people in shabakat al-alakat. | may do
a favour for someone just because | feel empathy with him even if he will not
return the favour. Generally, in Egypt we may not expect a person to return
a favour but we may have a great empathy and feel that we should do
something and we can give help because we feel that we have to.”
Interviewee no.6, academic.

“Generally Egyptian people are a sympathetic people; I understand the
desires, conditions and needs of others. So | serve, sympathize with them and
do their work.” Interviewee no.17, practitioner.

“There are feelings and emotions between people in deals. The sympathetic
relationship leads us not to think about money or the benefit we will gain.
All of that comes from the doctrine of our religion. Religion has a great
influence. For example, in Egypt, the rich Christian prefers to buy from a
poor person in order to help him grow rich.” Interviewee no.20,
practitioner.

The above quotations show that people in the same network or who have relationships
and know each other very well understand each other’s desires, needs and goals and as a
result they sympathise with each other. Empathy should happen regardless of any
expected future benefits. Empathy is in the nature of the Egyptian people, they
understand the circumstances of others and sympathise with them very quickly. In
addition, empathy is a very important motive for exchanging favours or doing favours

for others.

4.6.4. Reciprocity

Guanxi is initialised with the tacit promise of limitless exchanges of favours and
sustained in the long term by a similarly tacit loyalty to others in the network, which
means an unwritten code of reciprocity (Geddie et al., 2005). In a similar way, guanxi-
type relationships in Egypt or shabakat al-alakat are also based on the unlimited
exchange of favours among people over a long time with an unwritten code of

reciprocity.
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“It is common in Egypt that all people provide favours to each other. They
provide favours because they were served before or expect to receive
services in the future.” Interviewee no.16, practitioner.

“Those favours between people within one network are unlimited. We will
continue giving to each other without being limited by a certain time, so
favours can be inherited from previous generations; it will be when I need it.
This is implicit but clearly understood. ” Interviewee no.7, practitioner.

“It is implicit without any contract. | know that when | ask someone for a
favour, he will do it for me and it is uncommon to take something
immediately in return for a favour. When he needs something, he will ask me
to do it but he won't say it’s because he’s done me a favour. It’s understood
that we're in the same network and there is a bond and good relationship
between us. ” Interviewee no.8, practitioner.

The respondents revealed that it is common in Egypt for all people within the same
network to do favours for each other as long as they have a good relationship. In return
they will have received favours before or expect to receive favours in the future when
they are needed. The interviewees confirmed that the exchange of favours can stretch

over long periods, as long as the relationship still exists.

They also added that the exchange is not in the form of one favour for another, but
during the long term, it does become tit for tat, as favours can be banked until the time
is right to return them, and can even transfer from one generation to another. The
mechanism of favours exchange is governed by an unwritten and implicit code that

everyone in society understands.

The interviewees brought up another point about the motives for and determinants of

starting favour exchange among members of the same network.

“We don't mean building the relationships to exchange benefits from the
beginning. The good relationships lead to exchange of favours.” Interviewee
no.18, practitioner.

“Reciprocity is important as well as empathy and these may be motives for
doing something or favours.” Interviewee no.5, academic.

“The relationship between us gives me the right to demand a service from
you. | mean, we don't know each other because of interests. We are friends
or have a relationship and as a result of this, we exchange benefits. There is
no problem if I have done you a favour once and you do me ten favours, or
vice versa; you use your ability how and when it’s needed.” Interviewee
no.12, practitioner.
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In Egypt, the relationship comes from different bases (e.g. family, friends, locality, etc)
and people do not start relationships just because they expect to receive favours, but
good relationships with good people lead to favour exchange. Among people in
shabakat al-alakat there is no counting for the number of favours and benefits people
provide. They carry out favours just because they have good relationships and expect
the return at any time they may need it. Also, this idea will be supported in the next
point about the emotional and beneficial basis of relationships (see Section 4.6.5).

On a different note, it is important to highlight here that the variables of guanxi-type
relationships are interrelated to and influence each other. Accordingly, the interviewees
also again asserted that people who just like to receive favours from others within their
social networks and never do favours for anyone will lose their rank and public image
(face) and after a while will be expelled from the network and people will never do any

favours for them.

Furthermore, the respondents explained again that there is another motive for favour
exchange, whereby they sometimes exchanged favours with members of the network
not only because of the good relationships with those members, but also pursuant to

the instructions and orders of religion.

From the above quotations, it can be concluded that reciprocity is one of the most
important variables of Egyptian guanxi (shabakat al-alakat). Exchange of favours and
service is very common behaviour among Egyptian people in the same relationships
network. The good relationships and the emotions coupled with the expectation of a
return of favour are the motives for reciprocity. Moreover, the reputation and public
image of the person or empathy with the person could also be reasons for doing favours

for others.

4.6.5. Affection
Affection can be described as feeling and emotional attachment amongst members of
guanxi networks. It is often an indicator of closeness of guanxi members (Wang, 2007).
Interviewees highlighted several points about affection as a variable of guanxi-type
relationships in Egypt.

“There are emotions and feelings between people inside shabakat al-alakat.

Always when | love someone, | always will be like to serve him regardless
whether s/he serves me or not.” Interviewee no.7, practitioner.
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“In social and personal relationships in Egypt we have passion, love,
emotion and moral engagement amongst us and it is a sign of intimacy of the
network members meaning that it is emotion that relates us together.”
Interviewee no.14, practitioner.

“I think the Egyptian people depend on passion. If you study the nature of

the Egyptian or Arab people, you will find that you can engage with them

through emotions and passion. The Egyptian people in their relationships

depend on emotions and the most important thing is passion.” Interviewee

no.19, practitioner.
In conclusion, affection is the feeling and emotional attachment amongst members of
the shabakat al-alakat. It is often an indicator of the closeness of members in the same
network. Emotions and feelings are attached in the relationships between people in the
same network in Egypt. These emotions and feelings are likely to be even stronger
among family members than between friends. The majority of the interviewees (18 of
21) mentioned that the Egyptian people are emotional people and emotions play an
important role in bringing people together in Egypt. Also, if any person within the
network is not an emotional person, people will not turn to him and will keep their
distance. In contrast, the more a person is emotional, passionate and loving toward
others, the more affection that person will receive and the more reciprocity they will

have.

4.6.6. Bonding

Bonding can arise from many bases (Kiong and Kee, 1998). These are “kinship”,
“fictive kinship”, “locality and dialect”, “trade associations and social clubs”,
“workplace” and “friendship”(Kiong and Kee, 1998, pp. 77-79). In contrast, in Egypt
almost the same bonds are found, these are family or relative (which include both
kinship and extended kinship), friendship, locality (neighbours), classmate, workplace,

trade associations and social clubs.

“In Egypt the relationships which link people come from specific
connections, such as family or from social origins such as neighbours,
friends or family friends, classmates and colleagues. It’s all about family,
friends and acquaintances. ” Interviewee no.2, consultant and expert.

“The bases for the relationship may be friendship, same place, same village,
same family or relatives. ” Interviewee no.18, practitioner.
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In Egypt, the bonds, which link people together, are almost the same as in China. Some
of them come from a blood base like family, relatives or a member of the same tribe or
clan. Others come from a social base or as a result of social interactions with friend,
neighbours, colleagues, classmates, and members of the same social clubs. The closer

the base, the more effectively a bond can serve to remove doubt and increase trust.

To sum up, the previous discussion reveals that shabakat al-alakat is a multi-
dimensional construct that can be measured through six variables. In addition, shabakat
al-alakat’s variables are similar to the Chinese guanxi variables but with a different
Egyptian culture component. Figure 4.2 present the Egyptian shabakat al-alakat and
Chinese guanxi variables. Moreover, it is obvious that the variables of shabakat al-
alakat in Egypt are interrelated and cannot be separated from each other. For example,
trust is closely related to face, where the past history of a person determines their image,
reputation and classification, which influence the trust in that person. Building on trust
and face there is reciprocity. Moreover, sometimes without empathy there is no
reciprocity.
Figure 4-224: The variables of shabakat al-alakat and guanxi

A. Variables of Shabakat Al-alakat B. Variables of Guanxi

Shabakar Al-alakat
Variables

Bonding

Guanxi Variables

Bonding

Personal Trust or

Personal Trust R
Xinyong

Empathy or Renging

Face Face or Mianzi

Affection Affection or Ganging

Reciprocity ‘ Reciprocity or Bao

‘ Empathy

Source: Adapted from Chen (2001), Geddie et al. (2002, 2005), Hwang (1987), Kiong and Kee (1998),
Tsang (1998), Wang (2007), Yang (1994), Yau et al. (2000).

4.7. The advantages of shabakat al-alakat

The interviewees indicated that shabakat al-alakat (guanxi-type relationships in Egypt)
lead to many benefits for the network members in their social lives and in business
where shabakat al-alakat can help companies to survive and contribute to the

enhancement of a company’s competitive advantage. The focus of this section is to
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discuss the advantages of shabakat al-alakat for business generally and the SMEs

specifically. These advantages are:

First, they remove government obstacles and routine procedures in cases where
government regulations and obstacles are unreasonable or meaningless. Relationships
facilitate governmental procedures and help with getting licenses and agreements.
Moreover, relationships can facilitate work and the removal of obstacles through

providing and saving information about governmental policies and procedures.

“..for example, we have work with the Ministry of Commerce. So if you
have relationships with people who work there, your paperwork will be
finished quickly. This will also facilitate the process and give you the right
directions...” Interviewee no.14, practitioner.

“If you have to go to any place, especially the governmental offices, without
knowing anyone there, no one will say good morning or hi - the only word
they will tell you is bye-bye. ” Interviewee no.16, practitioner.

“..all of our work depends on the bids of the Ministry of Communications.
We have to know these bids on its time [information]. If we don't have
acquaintances or people we know in this place, we won't know about these
bids and as a result we won't work [routine].” Interviewee no.13,
practitioner.

These above quotations indicate two things; first, the relationship network facilitates
information about the governmental procedures and regulations. Secondly, the network

helps to avoid the governmental routine.

Second, shabakat al-alakat is considered to be assets which could be equal to financial

capital and help to improve the running and operations of the company.

“The personal relationships are part of the business assets, the same as the
shop, the brand name, and the goods. For small projects in particular, it is
the greatest part of the assets equal to seventy percent, though it’s not as
much as that in large companies.” Interviewee no.1, consultant and expert.

“..when | was with my friend who is a doctor, he established a
rehabilitation project for patients recovering at home after surgical
operations. | attended an interview he had with a lady who wanted to work
with him. He offered this lady double his offer to another one. That was all
because she has previously worked for a big company. He told her that he
was willing to pay all this money because of her relationships not because
her skills. That's what we call capital.” Interviewee no.20, practitioner.
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“I don't have money, I have relationships instead. For example, I built
relationships with people/suppliers over seven years. If | talk to one of the
people in my relationship network and ask him to give/provide me goods
that cost one million pounds, he will give me them although | haven't got the
money to pay for them. Consequently, I will have a profit of one million
pounds while I haven't this amount of money.” Interviewee no.ll,
practitioner.

The above quotations also give examples of the importance of guanxi-type relationships
in Egypt for business. They are considered as part of the company’s assets or capital.
Also companies try to increase their capital and assets by recruitment of employees who
have a good network of relationships. Using shabakat al-alakat as an asset helps

companies’ improvement and growth.

Third, shabakat al-alakat can facilitate access to information about the market

conditions, demands and competitors.

“Shabakat al-alakat helps me to find information about the market and its
news. It helps me to know the direction the market is going. For example,
the people in my network might tell me that there is another shop sells this
thing for four pounds while | sell it for five. This knowledge is very useful.
Or sometimes | find people to tell me about my competitor selling a new
product; | have to get it because it is very good.” Interviewee no.8,
practitioner.

“So we can say that it provides good sources of information. But it is only
worth something if you pay attention to that information, and take it into
account when you are making decisions.” Interviewee no.7, practitioner.

Only one of the practitioner interviewees argued that guanxi-type relationships are not a

reliable source of information.

“The information provided by shabakat al-alakat could be unreliable. It is
difficult to depend on this information because we haven't a reliable source
of information and also it's hard to get.”” Interviewee no.15, practitioner.

However, other respondents indicated that the information reliability depends on the
source of the information and the reliability of the person delivering it. Interviewees
pointed out that they knew exactly where to get the right information. They only
accepted information from the right person, whom they fully trusted and with whom

they had good experience.
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Fourth, shabakat al-alakat is a way to promote the new companies at start-up through
the members of the social networks of the owner or employees, to let people know
about a company starting up, to attract new customers and to inform customers about

the company, its products, its location and more.

“No customer will have confidence to deal with a new company, thus | have
to start with my network of relationships: relatives, friends, etc.”
Interviewee no.17, practitioner.

“The relationships will help at the beginning when opening a new company.
Because it takes time for people to know about it, I depend firstly on my
personal relationships to make them aware of my company, as they are
guaranteed to come and buy from me. Also they will tell others about the
company.” Interviewee no.8, practitioner.

“I think that shabakat al-alakat helps to provide knowledge and creates
customers awareness about my company through word of mouth.”
Interviewee no.9, practitioner.

An academic interviewee gave the following example about the use of a new social
network like Facebook as an easy method to facilitate access to the largest number
of consumers. Also the same interviewee indicated that the network of relationships is
an important factor for small companies’ survival and growth, especially as small

companies do not have a large budget for advertising and marketing.

“There is another example on Facebook, which is mainly a social network
and used as a vehicle for propaganda. When you get an invitation on
Facebook about any small project, subscribe to the group or page of the
project, watch the number of consumers when you subscribe and after one
or two months, you will find that the number has increased greatly, which
means that they really have an extensive reach. For example, | received an
invitation for a spa project, when | subscribed the number of subscribers
was 73, and after a month they were 400. That is a good reach, and while
some people didn't try the products, at least the network had expanded and
more people were aware of the project. Mainly, Facebook is a social
network and it will be very useful when you use it.” Interviewee no.4,
academic.
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Fifth, shabakat al-alakat helps in increasing company sales and profits, gaining
valuable feedback, and retaining customers over long periods of time. All that will assist
the company to survive, succeed, and compete as well.
“My relationships can enhance my profits and sales. For example, in my
firm [cars’ spare parts] I have personal relationships with a lot of owners of

other firms like mechanics, electricians, etc. They send me customers from
time to time.” Interviewee no.7, practitioner.

“One of the basics of using a relationship network is increasing sales and
profits. It also helps me in getting feedback, so | can improve my production
and avoid defects; thus it helps the company to keep customers for a long
time.” Interviewee no.19, practitioner.

One practitioner clarified that relationships helped him to open new markets and

increase exports, and hence, sales and profits.

“The relationships helped me with exporting to Saudi Arabia. 1 used my
family relationships in reaching new customers in Saudi Arabia. So it helps
me importing and exporting.” Interviewee no.15, practitioner.

Sixth, shabakat al-alakat can help in getting the materials, especially in times

of shortages and insufficient materials in the market.

“My relationships distinguish me from other people in the same types of
business, and [ can often get materials when other people can’t.”
Interviewee no.10, practitioner.

Seventh, shabakat al-alakat will help companies recruit the right employees. The
companies always use shabakat al-alakat of owner(s), manager(s), and employees to
get the right new people (employees). Moreover, companies are now looking for
employees with good social networks because employees who come to the company
with their customers or their wide range of relationships and networks will benefit the
company. On an individual level, people use their relationships and their social network

to help get jobs.

“When we are looking for an employee; we find one of our network

recommend people for us, thus we expect this person to be good.
Interviewee no.21, practitioner.

“We recruited one of our employees because his relationships with people
in the market were great and very useful. His relationships make us need
him. As | said, it is the capital. Therefore | advise making use of and
recruiting people who have a lot of relations.” Interviewee no.20,
practitioner.
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Eighth, good relationships with customers can make customers forgive some mistakes
or any problems that occur with the company, especially in the case of SMEs.
“Your customers are more likely to forgive you when mistakes happen if you
have a good social relationship with your customers and have a good
relationship with them, thus dealing with any problems will be easier. If any
mistake is made by a worker in a store, which sometimes happens, | find
that the customer calls me and tells me that he went to the store and faced a

problem, instead of leaving my store and switching to another store”
Interviewee no.18, practitioner.

Ninth, it is considered a sort of trust among people. Egypt is a low trust community, so
people depend on their relationships and acquaintances, as cheating is widespread. They
turn to their acquaintances and relationships so as not to be cheated.

“When I want to get something that I have no experience of, I may look for

one of my relationships so as not to be cheated. The most important thing
about people in my network is trust.” Interviewee no.16, practitioner.

To sum up, the comment below generally expresses the importance of shabakat al-
alakat in Egypt.

“In general, shabakat al-alakat is very important in Egypt where it can be

used to achieve many benefits for people. In Egypt, this type of relationship

is a core concept. Without it there would be no business...” Interviewee
no.11, practitioner.

On a different note, the literature of Chinese guanxi indicates that guanxi helps in
establishing a company’s good image and reputation in the marketplace and
amongst its competitors. Ten of the interviewees did not agree on this point and
thought guanxi-type relationships in Egypt did not help in this way. One of them
said:
“No, to build image you need a better strategic plan than just using your
relationships. The strategic part needs to expand your image. You depend
on relationships in the first stage of the firm’s life...So these relationships

help sales in the early stages. But that won't be enough to build a good
image and reputation.” Interviewee no.8, practitioner.

Moreover, the literature points out that guanxi helps companies in collect monies in
arrears and late payments by customers. The respondents’ answered that this could
happen sometimes, in very rare cases, when a company employee who collects
outstanding payments has a relationship with the late paying customer, but it is not
common.
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Finally, it can be concluded that using guanxi-type relationships shabakat al-alakat
yields a long list of benefits, including removing governmental obstacles and routine,
providing useful information about new governmental policies, market conditions and
competitors, promoting companies, attracting new customers, increasing company sales
and hence profits, and retaining customers over a long time. All these benefits and more
finally result in companies succeeding. Accordingly, all the interviewees considered
guanxi-type relationships an important element for conducting business in Egypt and a

necessary condition for achieving business success.

4.8. The disadvantages of shabakat al-alakat

The literature of Chinese guanxi indicates two disadvantages of using guanxi in
business as a marketing tool; it is time consuming and expensive. The interviewees
were asked about the disadvantages of guanxi-type relationships in Egypt. Twelve of
the interviewees agreed that using guanxi-type relationships or shabakat al-alakat in
Egypt was not expensive and five of them agreed that it is time consuming when used in
business as a tool for marketing, although they added that any type of marketing is time

consuming.

“I don't think that using shabakat al-alakat in marketing may be expensive.
All we need is some inexpensive tools like computer or some simple stuff.”
Interviewee no.7, practitioner.

“Any type of marketing will be time consuming but if other marketing
strategies aren’t an option, then using the shabakat al-alakat in marketing
is time consuming as well but still a good option, especially for small
projects because the budget and other resources will be limited and that will
be a good tool.” Interviewee no.1, consultant and expert.

Furthermore, the guanxi-type relationships in Egypt could be a double-edged
sword that expels customers rather than attracts them.

“If trust is misplaced or the company’s products are not good, then it is
over. The relationships network will become a double-edged sword, so that
if the company is a good company, the customers will bring others and if it’s
not a trusted company, the customers within the same shabakat al-alakat
will inform each other through negative word of mouth, then take away and
escape from the company. ” Interviewee no.18, practitioner.
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Moreover, sometimes guanxi-type relationships in Egypt are used unethically and
encourage corruption, nepotism, and favouritism, especially when people try to ask for
something that is not their right or unethical.

To sum up, guanxi-type relationships in Egypt have many advantages but they also have
certain disadvantages. Applying guanxi-type relationship as a marketing tool is
sometimes considered time consuming. Also, guanxi-type relationships in Egypt could
be used in unethical ways. Moreover, guanxi-type relationships can be reversed and

become a way to drive out the customers rather than attract them.

The next part of this chapter will discuss the steps of the proposed research model. The
interview process tried to explore the steps of the research model and its applicability
and effectiveness for the Egyptian SMEs.

4.9. The role of shabakat al-alakat in attracting new customers

The first step in the proposed research model suggested the use of various bases of the
guanxi (e.g., family, friends, locality, and colleagues) of firms’ employees to attract
potential new customers to the organisation. This step was considered by all
interviewees (experts, academics and managers of SMESs) as a very important one for

the company, particularly at the beginning of the company’s life.

Respondents’ stories reveal that their firms’ beginnings were with relatives, family,
friends, classmates, colleagues, as well as with the social networks of those people; in
other words, everyone they were acquainted with. In this regard, some of the

respondents explained:

“When [ started this project, I started talking to my relatives, family and
acquaintances. My work began through those people (who are my relatives,
friends, brothers and acquaintances). At that moment, | began to have new
customers who came to know me through the work that | did with my
network. Also, the first customer was one of my acquaintances.” Interviewee
no.17, practitioner.

“Shabakat al-alakat helps in attracting new customers, whom | don't think
will be one of my customers, but yesterday | was surprised that one of my
friends called me saying ‘I will come to you after a while with a very
important businessman wants to buy from your company’.” Interviewee
no.15, practitioner.
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“Using shabakat al-alakat helps me to get new customers and keep the
existing ones. | have seen how a company spreads just because of the use of
social network.” Interviewee no.18, practitioner.

During the interviews, the practitioners highlighted many important points. First,
using shabakat al-alakat helps SMEs at start up time. People from the owner/s and
employees’ networks will be the starting point and the true nucleus for the
company starting. The owners depend on those people at the beginning to
consume the company’s products and services as well as to promote the company
and attract new customers. Second, using shabakat al-alakat helps in attracting
high value customers, which could significantly increase the companies’ sales and
profits. Third, using shabakat al-alakat helps in retaining current customers and
making them more loyal. Finally, using shabakat al-alakat is considered to be a

form of competitive advantage.

Moreover, the practitioners argued that large companies also use the social networks of
their employees and existing customers to attract new customers, it does not only
happen in small and medium companies. Also, large companies use this way of
attracting new customers when introducing new products or services. As one of the

interviewees said:

“Here in EQypt there are very big and a multinational companies like
Oriflamme and Avon for cosmetics and CIB bank, applying this idea and
benefiting from our cultural specifications, characteristics and nature to
attract new customers and promote new products or services through using
the social network of relationships for their employees and customers. Yes,
small companies are in more urgent need of applying this idea and need a
scheme like this to help but the large companies also apply it.” Interviewee
no.20, practitioner.

In support, of this view, all the 21 interviewees noted that in Egypt, firms always have
an opening ceremony or an inauguration party and try to attract as many people as they
can invite to attend it. This party will let the people know about the company, its
products or services and its location. People who attend this inauguration party are the
owners’ and employees’ friends, acquaintances, family, relatives’ families and their
wives' families. In the Egyptian culture, people who attend this party will feel a kind of
obligation to help this company, especially at the beginning and will try to buy from it;
they will also tell others about this company and encourage them to buy from it. Also in
Egyptian culture, people may be reluctant to buy their products from different sources
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while there is a member of their social network dealing with the same products. The
idea of an inauguration party is very useful, particularly as the firm may expend the
entire budget in preparing the shop decoration and buying the stock. Thus, there will be
little advertising because the budget is insufficient and the main expenditure is on the

inauguration party. Below is one of the practitioners’ stories.

“At the beginning I depended on my relationships as my advertising wasn't
strong because there wasn't enough money for advertisements as a result of
spending most of the money on preparing the shop and buying goods
[stock]... In this way, I tried to attract a huge number of people I knew to the
opening ceremony or inauguration part...the advantages of this inauguration
party are to let people know where the shop is and so people who came to
the opening ceremony tell other people whom they know about my shop.
People who came to the opening ceremony were my friends, acquaintances,
family, relatives' families and my wife's family as well as new people came
because I distributed few advertisements (flyers) in many places and through
my relationships. Also | asked my employees to invite their relatives, families
and neighbours. ” Interviewee no.8, practitioner.

One of the practitioners mentioned that a good, strong, and wide social network is not
used only to promote companies and attract new customers when starting a new
business, but also could encourage people to start a business and they could benefit
from this network as social capital and use it to help company to succeed. This idea was

supported by one of the academics, who specialised in SMEs.

“I consider my father the core of my investment. My father has thirty five
years experience of working with dentists. He has credibility with his
customers because he is honest in his dealings. | derived benefit from him
and considered him my fortune or the capital that encouraged me to begin
my business with. That’s because I began my business with ten thousand
pounds only plus my father's social relationships. My father’s social capital
is really a fortune, because | began working in a type of commerce that |
didn't know about, but the relationships facilitated everything for me. So the
real core of investment in my company is my father's relationship network. It
was the core of the investment, not the money. Firstly, the relationship
between me and my customers depended on my father's relationships and
then it transferred to me. So now it has become my own.” Interviewee no.11,
practitioner.

“Sometimes people are encouraged to start a business or a small business
just because they have a very big social network and other people are
always asking them to promote their projects through their network.”
Interviewee no.4, academic.

197



To sum up, the interviewees indicated six main points: first, the existence and
importance of guanxi-type relationships in Egypt and their part in the Egyptian culture;
second, the use of shabakat al-alakat in business in Egypt; third, the use of shabakat al-
alakat in attracting new and valuable customers and in encouraging the current
customers to repurchase; fourth shabakat al-alakat is used in both large and small
companies; fifth, an inauguration party is a part of Egyptian culture used as a first step
to introduce the company to potential customers and to attract new customers, and;
finally, having strong and numerous relationships and networks could encourage people

to start new businesses.

4.10. Types of relationship marketing investment programmes in the

Egyptian SME sector

In broad terms, relationship marketing investment means that the seller makes an
additional effort, adopts policies, and provides small favours or considerations, such as
meals, gifts, or personalised notes, to generate customer gratitude, which leads to
reciprocal behaviour and customer retention (Palmatier et al., 2009). There are three
types of relationship marketing investment programmes. Social investment programmes
involve meals, VIP treatment, keeping in touch, and entertainment; structural
investment programmes involve tailored order processing systems, specific staff
members, and customized packaging, and; financial relationship marketing investment
programmes involve free gifts, discounts, membership, or other financial incentives that

encourage customers to re-purchase.

After new customers engage in a first transaction, in the third step of the proposed
model, firms begin applying relationship marketing investment programmes (structural,
financial, and social programmes) as a type of inducement or customer relationship
investment. Such programmes try to encourage the customers to purchase again from
the company, further linking the customer to the overall company. Both Doney and
Cannon (1997) and Palmatier et al. (2006) demonstrate that relationship marketing
investment programmes help build relationships with customers and/or other
organisations. Palmatier et al. (2009, p. 13) also demonstrate that relationship marketing
investment programmes positively affect customers’ “feelings of gratitude,” which in

turn lead to greater customer purchase intentions.
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The interviews explored the type of relationship investment programmes used in SMEs
in Egypt and the component of each type of programmes according to the nature of

Egyptian culture and SMEs.

First, financial programmes

Practitioners were asked about the type of financial programmes they used with
customers. A few practitioners did not apply this type of programmes, while the
majority used them. Below are some stories of practitioners, which clarify the
components of the financial programmes used in the Egyptian SMEs and their influence

on the customers.

“I give free products such as gift sprays and car air-fresheners as gifts to
any customers that come to buy. It is essential because my company
specialises in car accessories. Also | always introduce offers on my
products. I also try to give something useful for customers.” Interviewee
no.7, practitioner.

“I have been responsible for free maintenance for a long time, more than
two years which makes the customer very happy and loyal. Also it makes my
customers recommend me for any work.” Interviewee no.10, practitioner.

“Sometimes we give a free product to important consumers. I do that
because | want to keep them and want to get more work with them. We also
give useful gifts at Christmas, like calendars, diaries, clocks and pens as
well as calendars with the Ramadan fasting timetable [also considered a
relationship marketing social programme]. This stuff is also a type of
advertising and has a great impact on customer retention.” Interviewee
no.16, practitioner.

“In our company we give tickets for theme parks like Dream Park [also
considered a type of social programmes]. It is a way of building and
maintaining the relationship with the customers. The customers should
always feel that the company gives those benefits and thinks about their
welfare. It is along the lines of keeping the customers reminded of you.”
Interviewee no.20, practitioner.

Interviewees indicated that the financial programmes in the Egyptian SME sector
include free products or simple gifts, free services like delivery and maintenance,
discounts, credit facilities and special offers. Moreover, the practitioners indicated that
the aims of applying the financial programmes are to strengthen the relationships with
the customers; encourage the customers to re-purchase and recommend the company to

others. Every company tries to make the customers feel that they get different treatment
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than they would get from other competitors. Also, the nature of the Egyptian customers
Is to love free gifs, products or/and services over and above what they asked for. These
make the customers feel that the company appreciates them and increase the customers’

feeling of gratitude.

Three of the practitioners indicated that business customers prefer to have financial

rewards only, rather than any other form of reward.

“My customers would be happier taking financial rewards in many forms.
For example, | give them a discount, | give them an extra period of time for
credit without any interest, a fixed price for a long time, | do not ask for 50%
cash when signing the contract like other competitors, and we offer storage
facilities for some customers in certain circumstances” Interviewee no.16,
practitioner.

The interviewees pointed out that business customers always prefer to take the rewards
in the form of financial rewards rather than any other forms of rewards. They like to
have commissions in cash every period of time according to their purchases, price

discounts, or deduction from their credits.

The interviewees also stressed the point that the rewards in financial programmes
should be the same to all the customers in the same category. That is, customers in the
same category should have the same type of discounts and offers, without any

preferential treatment.

“We try not to favour one customer over another in monetary terms,
especially if they are in the same category of customers. So when we give
discounts, we try to make them the same for every person in the same
category. Otherwise we will lose the customers’ trust.” Interviewee no.13,
practitioner.

It is very clear from all the above quotations that companies provide relationship
marketing financial programmes to strengthen, enhance and improve the
relationship with their customers. Moreover, they do so to make the customer
repeat purchases from the company and become more satisfied and loyal. Also
companies should be aware of the type of financial rewards which their customers
like.

Only one of the practitioners indicated that he never used financial programmes. He

never gave any incentives, gifts or free products to customers. Also, this practitioner
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never undertook any type of relationship marketing programme. It is also important to
notice here that this practitioner also expressed that his company suffered from some

difficulties and problems in marketing to and keeping customers.

“This never happens in our company except rarely with some business
customers who buy from us as dealers and those who buy from us regularly.
They don't buy from anyone else or we represent a big share in their
business; but we don't do this with any customer else.” Interviewee no.15,
practitioner.

Second, social programmes
Practitioners indicated that the managers of SMEs in Egypt also apply relationship
marketing social programmes, such as special treats, invitations to meals, social gifts,
invitations to holidays, invitations to theme parks and places of entertainment and mini
hajj. All these incentives aim to strengthen the relationships with the customers, and
link the customers to the company. The following quotations clarify the types of social
programmes, which apply in SMEs in Egypt and their influence on the customers.
“In Ramadan I invite customers for ‘Eftar Ramadan’ [dinner]. So it is
considered a social thing and allows us to deal with each other far from the

work environment. This makes people become closer to each other, and it
consolidates our relationship.” Interviewee no.7, practitioner.

“We have a two-day summer break every year for a lot of our customers. We
invite them to have lunch and meet them. This meeting is annual for all the
customers. It makes a kind of connection between us and our customers. So
they feel pleasure as we show a special interest in them. By doing this we
strengthen our relationships with the customers.” Interviewee no.19,
practitioner.

“We send a message to our important business customers on their birthdays
wishing them a happy birthday. Also we contact them at every occasion like
Christmas and Eid. We do marketing things to strengthen relationships and
we keep cordial relationships. In this way, we tell them that we are
appreciating them and thinking of them and remembering them all the time.”
Interviewee no.16, practitioner.

Interviewees indicated that the social programmes in the Egyptian SMEs sector
include invitations for lunch, dinner, trip and contacting them on the social,
religious, private and public occasions. Moreover, the practitioners indicated that
the aims of applying social programmes are to build good relationships especially
with the business customers, to make the customers always feel that the company

remembers them and shares with them every event or occasion.
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One of the practitioners indicated that choosing the type of relationship investment
related to religion has a great influence on their relationships with the customers. This
point of view may be regarded as right or wrong but he used this type of relationship
investment programmes and they succeeded in attracting customers and keeping them.
“We invite 5 of the most important merchants to make a mini hajj
[Omra].You know that we are religious people. Religion is the most

important thing to us and you can attract us through it.” Interviewee no.19,
practitioner.

Third, structure programmes

Structure programmes are mainly related to business customers, but also applied to
consumers. The practitioners indicate that the managers of SME in Egypt also apply
relationship marketing structure programmes. The following practitioners’ quotations
clarify the type of structure programmes, which are applied by SME in Egypt and their
influence on the customers.

“If the customer asks for something and it doesn’t exist at the moment. We
try to find it from different source or do quick order for him. That gives the
customer the impression that we want him to stay with us as a customer and
we always want to make him satisfied. ” Interviewee no.7, practitioner.

“We sign contracts with our customers for a huge quantity to let them
benefit from a quantity discount but we do not force them to take the whole
guantity at one time and store it. We offer storage spaces for them and the
customers can receive the goods in instalments when they need them.”
Interviewee no.16, practitioner.

“I can provide customers with any information or report they need as | have
a computerised system that depends on recording every tiny thing.”
Interviewee no.11, practitioner.

The practitioner interviewees indicated that relationship marketing structure
programmes include special value-added benefits such as inventory control, providing
products or services from other sources to resolve the customer’s problem, providing
special reports or transactions and personalised information, customised order
processing systems, technology investments, dedicated personnel, and tailored
packaging. They apply this type of programmes to strengthen relationships with the
customers, and link them to the company.

In respect of all types of the relationship investment programmes, one of the

interviewees indicated that applying relationship marketing programmes is important
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not only for new customers who have made a first purchase, to encourage them to
continue with the company, but in fact the most important thing is applying this type of
programme to customers who remain with the company for a long time as a type of
reward to them for their loyalty. The customer who re-purchases from the company and
keeps being a customer of the company deserves to benefit from promotions and all the

types of relationships investment programmes introduced by the company.

“Note that my customer, who receives real benefits, is the permanent
customer who has a long relationship with me. As a result of this, I can give
him discounts, free delivery and maintenance because he becomes my
customer. This happens if we have a long relationship with each other and
not for those who just buy something and go.” Interviewee no.ll,
practitioner.

To sum up, it is very clear from the above discussion that Egyptian SMEs are applying
relationship marketing investment programmes to (i) attract new customers and make
them re-purchase as well as to (ii) retain and keep old customers and make them more
satisfied and loyal through strengthening, enhancing and improving their relationship

with them.

4.11. Key variables of relationship marketing in the Egyptian SME

sector
In the fourth step of the proposed research model, after the customer repeats purchases,
the company applies relationship marketing, which “goes beyond inducements and
repeat purchase behaviour” (Sheth and Parvatiyar, 1995b, p. 256). Here, the goal of
relationship marketing is to transform the personal relationship between the customer
and the company representative to an organisational relationship between the customer
and the organisation. Such a transformation aims to maintain and enhance the
relationship with the customer over the long run. Doing so enables firms to avoid the
potential pitfalls of applying guanxi solely and to reduce the problem of losing the
connection with the customers when the employee who brought guanxi-based business

leaves the organisation (Arias, 1998).

Many studies view relationship marketing as a multi-dimensional construct that can be
measured through a number of variables. All these variables are viewed as components
of relationship marketing (Grossman, 1998; Morgan and Hunt, 1994; Ndubisi and Wah,
2005; Wong and Sohal, 2002). The interview protocol posed several questions to
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investigate variables that arise in the literature and decide which variables are most
suitable to the Egyptian culture. According to the data analysis the variables of

relationship marketing in Egypt are as follows:

4.11.1. Organisational trust
Trust between the company and customer refers to the extent to which each partner can
depend on the promises given by the other partner or the ability to depend on an

exchange partner in whom one has confidence (Sin et al., 2002)

The interviews aimed to explore the nature of organisational trust in Egyptian SMEs
and to determine whether companies were aware of this concept and tried to build it
with customers. They aimed to discover how a company can build trust, what the

consequences of trust are, and what leads to the loss of trust.

All the interviewees agreed that trust is a very important variable in the relationship
between the company and its customers. They were also aware of the importance of

building trust with their customers.

“Trust is a basic thing that all companies have to build with the customers to
continue. For example, you make a deal with some conditions you have to
fill these conditions rightly. Any customer trusts that we won't swindle him.”
Interviewee no.10, practitioner.

The practitioners indicated that organisational trust depends on the previous dealings.

“The trust may grow through my work. This will happen through fulfilling
all my promises related to offering a good product of high quality and good
service after the sale, and all of this must be at a price suitable to the
customer’s budget. ” Interviewee no.11, practitioner.

“With good management over everything in the company the customers will
feel trust. If there is a control over doing the work inside the organisation,
follow up with the customers, solving and avoiding any problem and quality
assurance.” Interviewee no.19, practitioner.

According to previous dealings with the company, customers will be aware of honesty

through these dealings with the company, they will trust the company and prefer to

repurchase from it again without any problem. In addition, the respondents indicated

that trust is a result of fulfilling all the company’s promises, starting by providing good-

quality products and ending with after-sales service. From the interviewees’ responses,

it is very clear there is a correlation between relationship marketing constructs, whereby
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conflict handling, communication, following-up and giving information all help in
building trust with the company. Good management of the work within the company
will also help in building trust with customers.

Moreover, interviewees indicated the importance of trust in supporting the work in
SMEs in Egypt.

“Some people come and make an order and tell me to do whatever I think is
suitable and that’s the result of trust, previous experience and dealing With
me several times. This way makes doing the work very easy. Also, | will
recommend the best and most suitable thing for him because | know what he
may like and what may suit him.” Interviewee no.16, practitioner.

“It is a natural thing. The customer wants to find a person whom he trusts to
facilitate his work. 1 also need to attract this trust to facilitate my work and
make doing the work easy. ” Interviewee no.19, practitioner.

The respondents clarified that once trust has been established between the company and
the customer, doing the work and serving the customer will be easier than work without
trust, as the customer trusts the service or product provider’s opinion and suggestions to

do what is right, especially as the work in SMEs is more customised than standardised.

Furthermore, almost all of the practitioners expressed the advantages of building trust

with customers.

“I shouldn’t deceive customers and have to be honest with customers to gain
money from them again; if there is no trust between us, there will not be
continuity. So, we are trying to establish trust with the customer to have
continuity and be comfortable working together. Trust is the basis because |
want him to come again and to continue working with me. Then, if there is
trust, the customer may make his request and he doesn’t have to follow up
his request while it is being processed. " Interviewee no.18, practitioner.

“..when the customers trust me, the next time they will come and will not
give any consideration for competitors, and they won’t ask to observe the
work, because there is trust between us.” Interviewee no.17, practitioner.

Respondents indicated that once trust is built, the customer feels comfortable and will
prefer to deal with the company again, which means an increase in customer retention.
Moreover, trust will lead to benefits for both the buyer and seller, as the buyer will
reduce the risk of dealing with new sources and the effort of looking for competitors.
Thus, it will save their time, effort and money. In turn, the seller will enjoy customer

retention, and increase sales and hence, profits.
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Another two practitioners state that once the customers have trust in the company then
they will recommend the company to others and they will (according to their
experience) talk about the company positively. Positive word-of-mouth about trust can

make new customers go to try the company and its products.

“I send an e-mail to our customers about offers or new products and
collections. Those customers who trust us usually forward the message to
other people with the recommendations that this company is a good
company and they trust it.” Interviewee no.13, practitioner.

Another benefit of building trust was mentioned by one of the practitioners.

“...you can ask the customer about their feedback. As a result of trust, they
will give their feedback and will talk freely about problems. Also they will
feel that the company is very close to them. As a result of this, they will
speak very honestly.” Interviewee no.19, practitioner.

The manager indicated that trust between company and customers could help the
company to obtain feedback about their work, as trust will encourage customers to give
real feedback and will allow the company to trust this feedback and count on it.
Respondents also suggested that one of the ways to build trust between company and
customers could be to ask customers to give feedback. After gaining this, the company

will try to work on its defects and problems.

Another two of the practitioners’ interviewees brought up an important point about the
company representatives or sales persons, who should keep and protect customers’ trust
and not make any false claims or promises, in order not to lose the trust between the
company and the customers. Customers think that a good company has good

representatives, while a bad company has bad representatives.

“..the company representative is considered to be the image of the
company. This representative must be respectable, honest, and make good
relationships. If he isn't like that, the work will fail. If he is dealing with them
in a bad way, they will say that the company is bad.” Interviewee no.7,
practitioner.

“Good companies should follow up and ask if the representative was good,
if he had dealt with the customer well or badly. Follow-up doesn't mean that
there is no confidence in the representative, but leads to building trust with
the customers. Follow-up helps the customer to know that there is good
control in this company and if anything happens, it can be managed.”
Interviewee no.19, practitioner.
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The previous quotations indicate that the company should carry out follow-up with its
customers for everything: the products, the stock, and even the behaviour of the
representative. The follow-up is a new variable related to SMEs in Egyptian culture, as
shown in the interviews, and will be discussed later in this chapter. Follow-up helps in

building and keeping trust in the company.

One of the practitioners shed light on an important point, which is that if the company
cannot build trust or if trust is lost after a while, the company will lose a lot.

“If trust is misplaced or the company’s products are not good, then it is
over. the relationships network will become a double-edged sword, so that if
the company is a good company, the customers will bring others and if it’s
not trusted company, the customers within the same shabakat al-alakat will
inform each other through negative word of mouth, then take away and
escape from the company. ” Interviewee no.18, practitioner.

As trust plays a role in the relationship between the customer and the company, so too
does trust play a role in keeping customers and making them bring and attract others
through word-of-mouth. However, trust can play the opposite role, as if there is a lack
trust or if the trust is lost, the same customer will do the opposite; the customer will
leave the company and will encourage others to leave the company.

To summarise, trust is one of the important components when applying relationship
marketing in SMEs in Egypt. SMEs in Egypt try hard to build trust with their
customers, as they are aware about the consequences of building and losing trust. Trust
and other components of relationship marketing finally lead to building a good
relationship with customers. Establishing trust with customers will increase customer

retention and also will make them recommend the company to other customers.

4.11.2. Commitment

Commitment is another important variable for the relationship marketing concept
(Dwyer et al., 1987; Gundlach et al., 1995; Morgan and Hunt, 1994). In the field of
marketing, commitment is defined as a continuing desire to maintain a good relationship

on the part of both the company and customer (Moorman et al., 1992).

More than three quarters of respondents indicated that commitment is one of the most
important variables of relationship marketing as it plays an important role in the

relationship between company and customers.
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“Sometimes one of the customers asks for something that | do not have... but
I can get it in a week. A good relationship will make him committed, wait
and be patient and he will not become angry because | don't have it right
away or | am late in bringing it.” Interviewee no.7, practitioner.

“There are customers who wish to be associated with and committed to us.
They make an effort to be associated with our company. If someone comes to
them asking to do their work, they will tell him that they work with our
company. | mean that the customer is committed. It reaches the extent
where, if he hears something bad, he will defend us.” Interviewee no.16,
practitioner.

“I feel that I am committed by giving the customers good products and
services and that the customers are also committed by buying from me and
never going to anyone else.” Interviewee no.11, practitioner.

In SMEs in Egypt, commitment is one of the most important factors in the relationship
with customers. Managers are aware of its importance. In SMEs in Egypt, the initial
reason that will make the customers have the desire to buy from the company and
maintain a good relationship is the relationship with the owner or employee/s of the
SME.

One of the interviewees talked about the commitment among business-to-business
customers and indicated that continuous communication and follow-up with the

customers will increase the commitment.

“Continuous communication and follow-up with the customers will make me
uppermost in his mind and he won't go to another competitor. He feels that |
am committed to him and he is committed to me. So | try to make him
committed because if a recession comes, he will sacrifice some companies,
but I won't be the company that he will sacrifice because he will stop
working with the company that gives the poorest service and not with those
companies that have a continuing relationship with him.” Interviewee no.19,
practitioner.

Accordingly, the customers become more committed to the SME in Egypt when they
believe that more value will be gained from this organisation, which consequently
affects these customers and makes them more willing to make an effort in return for the

rewards they have previously obtained.

In conclusion, commitment is one of the most important variables to apply relationship
marketing in SME in Egypt as it plays an important role in making the customers wish

to continue a relationship with the company. Moreover, continuous communication and
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follow-up with the customers will maintain a good relationship with the customers, keep

them committed to the company, and give them the desire to buy from the company.

4.11.3. Communication
One of the most important variables of relationship marketing is communication, which
reflects the company’s capability to offer valuable information to their customers at a
suitable time (Ndubisi, 2007). Twelve of the practitioners interviewees declare that in
the SME, communication involves sending text messages on the customers’ mobiles,
calling them, and sending e-mails.

“There are basic things that | must take from the customers. | take his

mobile number and e-mail. | have software that | put all the details on. | do

a lot of work on these things, when | have a new offer, the software sends the

information about it to all emails and mobile numbers that | have.”
Interviewee no.13, practitioner.

“I have a very easy way of communication with customers. As a small
business, | can buy a computer and put data on it. Then | send a message to
my clients telling them that | have a new offer and goods and | send a text
message because some of those people don’t have e-mails but of course they
have mobile phones. Everyone in Egypt has a mobile phone.” Interviewee
no.7, practitioner.

The respondents clarified that they usually communicated with their customers through
emails and mobile phones, which are very widespread among people in Egypt. It is a

very important way to deliver information to customers at any time and any place. The

communication usually includes information about the companies’ products and offers.

Three of the respondents indicated the type of information which they provide to the
business customers.

“I can provide the customers with information about their previous dealings

with my company at any time. For example, how much they paid to buy

materials from me at the end of the year. Every single detail, even if it is very
tiny, is recorded on my company system.” Interviewee no.11, practitioner.

The respondents declared that the communications with business customers also take
the form of providing details about previous business deals. Communication also means

providing special or personalised reports, special news and any transaction information.
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In Egypt, SMEs communicate with customers not only to give them important or
valuable information and reports but also to greet them on special occasions. In this way
they try to strengthen the relationship with the customer and make the relationship more
informal than formal.
“I communicate with the customers, especially on special occasions. | mean
things that haven't any relation with work. | do this to make them feel that |

care about them and our relation becomes more than work-related.”
Interviewee no.10, practitioner.

“We call the customers asking about their health, saying ‘How are you? We
send a message to our important customers on their birthdays wishing them
a happy birthday. " Interviewee no.16, practitioner.

Furthermore, communication not only plays a role in delivering valuable and
worthwhile information or strengthening the relationship with the existing customers,
but can also help in attracting new customers through sending information to people
likely to be interested.

“One day, my friend, who works in a pharmaceutical company, came to me

and he had a new Nissan car. | asked him about those who received Nissan

cars from the company and began calling them. | sent messages to those

people. Many people didn't know me but they came to my company after
receiving the text.” Interviewee no.7, practitioner.

Interviewees pointed out that communication with customers is sometimes more
effective and important than advertisements on the street, news or T.V because the
company gives the information directly to the target customers in the expectation that
they are interested and also because customers may play a role in directing this
information or these offers to others who may be interested as well.

“I send an e-mail to specific people. | mean that | direct the advertising to

those who are likely to be interested in it. They are also previous customers

of our company. They have dealt with us and are interested in this issue, or

even if they aren’t interested in this issue now, they can deliver the
information to those who are interested. ” Interviewee no.14, practitioner.

Moreover, practitioners reported that communication and sending information should
not be random, and should be directed to specific customers who are likely to be
interested in this information and will benefit from it. Thus, customers should be
classified according to certain criteria and the information sent according to this
classification. This type of communication will make the information sent valuable and

worthwhile.
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“I make classifications of my customers according to car type. When | have
a new thing about a Mitsubishi Lancer car (for example), | send messages to
those who have this car. When | have something useful for any car, | send
messages to all customers. | call and send them messages.” Interviewee
no.7, practitioner.

“I send e-mails to different categories of customers. Once | have a new
product or collection or just want to provide information | decide which
categories | will contact regarding this update then | contact them.”
Interviewee no.13, practitioner.

Interviewees also expressed that the communication between customers and company is
bi-directional.

“If anyone wants to reply on our e-mails, of course we receive the e-mail
and reply to it.” Interviewee no.13, practitioner.

On the other side, two interviewees indicated that they had just started to communicate
with customers recently, while another stated that he did not do so regularly.
“We communicate with the customers but not in a big way. | mean that if |

have 500 customers, | only follow five or six of them. It isn't a connection.”
Interviewee no.15, practitioner.

This means that most of the interviewees practised communication and knew the value
of communication and its influence on customers, while only three did not realise the

value of communication with customers.

It can be concluded from the interviews that communication is also one of the important
variables of relationship marketing. Communication involves providing useful
information about companies’ products, offers and previous business deals as well as
sending greeting, congratulations, condolences and sympathy to customers in various
events. The communication always happens through calling the customers on their
mobile phone, sending text messages and sending e-mails. Good communication will
strengthen the relationship with the customers and could play a role in attracting new

customers

4.11.4. Conflict handling

Conflict handling refers to the firm's ability to minimize the negative results of
observable and possible conflicts by avoiding and solving conflicts before they create
problems, as well as discussing solutions in an honest way when problems occur
(Dwyer et al., 1987).
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The interviewees indicated that conflict handling is one of the most important variables

of relationship marketing.

“I try to handle problems to the best of my ability. That is because I can't
lose all that I have built up with great customers, but I also solve problems
that appear with small customers. Sometimes the staff can do that properly
but they need time to think how to solve the problems or to get the
manager ’s authorisation. ” Interviewee no.15, practitioner.

“There are a lot of problems because you have a lot of work. We try hard to
solve them but sometimes we do not succeed, maybe because we do not have
a specific policy or because there is no specific role.” Interviewee no.21,
practitioner.

“We try to solve the customers’ problems because it helps the company to
succeed. So we solve their problems to satisfy them. We try to make the
customer feel that it is his company and if he has a problem, it will be
solved. You must make him feel that he is entitled.” Interviewee no.7,
practitioner.

From the above quotations, it is clear that although most of the companies tried to solve
the customers’ problems, sometimes they did not succeed for many reasons, such as the
lack of a systematic way or plans to solve and handle common problems, and the lack of

trained staff to deal with problems.

One of the practitioners shed light on the importance of good relationships with the

customers in handling the customers’ problems in SMEs.

“If any mistake is made by a worker in a store, which sometimes happens, |
find that the customer calls me and tells me that he went to the store and
faced a problem, instead of leaving my store and switching to other store.
The customer calls me because he feels committed to the store and he is
concerned about it. Sometimes there may be defects in the work or a
problem or something that wasn’t done well but if I have good relationship
with the customers, they will feel that this store belongs to them and then
matters will be easier.” Interviewee no.18, practitioner.

It is very clear that in SMEs, building good relationships with customers could help in
conflict handling, whereas if there is a problem, the customer will contact the owner or
the manager to tell him before taking any action to leave the company or complain to
any official party. Thus, the manager can make a decision suitable for the case and if the
customer is right or it is a valuable customer, the manager will handle the problem and

make the customer satisfied.
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Three of the interviewees indicated that sometimes they used problems and conflict as a
source of building and strengthening the relationship with their customers, as they tried
to solve problems in an innovative way and they benefited from that. The Egyptian
people are emotional people and when dealt with kindly they will appreciate it and try
to deal with the company again.

“I observe the work to discover and avoid problems later. | always have a

plan for dealing with mistakes. There is competition in the market, so, | care

about being unique in everything to keep my clients and get new clients. The

ways used to solve customers’ problems are what will distinguish one
company from others. " Interviewee no.19, practitioner.

Also some of the respondents indicated that handling problems depends on the rank of
the customer. If the customer is important, they have to solve their problem regardless
of anything else, as even if they lose out in this transaction, in the future they will
benefit from the customer’s continued patronage. Important customers must be

accorded special treatment.

In summary, conflict handling is another important variable of relationship marketing.
However, most of the SMEs in Egypt do not have specific and systematic ways to solve
customers’ problems. Nevertheless, success in handling the customers’ problems leads

to strengthen of the relationship with them and make them satisfied.

4.11.5. Empathy
Twelve of the practitioners indicated that empathy is one of the variables included in

relationship marketing and in their relationship with their customers.

“I must make the customer comfortable, happy, understand their needs and
try to help in fulfilling these needs. 1 like listening to the customer speaking
and discussing his viewpoint or trying to conclude from his speech what he
wants to say and then trying to benefit from his talk. In small companies, to
make customers comfortable you should listen to them and understand what
they want to say.” Interviewee no.7, practitioner.

“The customer likes being comfortable and I understand that. The customer
likes passing through the office (shop) orders what he wants. Then | will tell
him that I'll get it and call him in a few days. Finally, he comes to take it
directly and leaves. He doesn't need to wait. | have to understand that he is
busy or does not have enough time or any other circumstances.” Interviewee
no.11, practitioner.
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The respondents thought that empathy is more important in SMEs in Egypt than to large
companies. This is partly because of the small number of employees and customers; and
because of the daily contact between the customers and the company owner, managers
or employees. SMEs should understand the customers’ desires and needs and respond to
them. In addition, the interviewees stated that the importance of empathy appears
clearly during conflict handling where the handler has to pay sufficient attention to the
viewpoint of the customer and try to understand it. The viewpoint of the remaining
practitioners was neutral, meaning they did not have a specific opinion about the

empathy.

4.11.6. Equity

Equity ensures balanced gains, where sellers provide customers with satisfying goods
and services in a pleasant environment and on their part, customers pay money in the
form of the sellers’ prices. It also involves balanced sharing of information (Ndubisi,
2003)

From the interviews, it is clear that equity is another important variable in building a

relationship with customers in the Egyptian SME sector.

“I try as much as I can to be fair by giving the customer products that suit
their budget. I try to make them feel that what | offer is fair and this is the
reason for success and achieving a good reputation in the market.”
Interviewee no.7, practitioner.

“The customer pays money and must feel that s/he is getting something in
exchange for it. The one who earns fast will lose fast because he takes more
than he gives. He makes twice as much money or more but after that his
reputation collapses in the market.” Interviewee no.18, practitioner.

“I offer a service and take money; | think that is fair. I mean I think that the
service that I offer is worth the money which | take and over and above that |
give information and after-sales service and my good reputation gives the
customer a feeling of security and fairness.” Interviewee no.11, practitioner.

The majority of the practitioners (18 of 21) were convinced of the importance of
achieving equity in their dealing with customers. They also felt that this variable,
equity, would help the company to build a good reputation and increase customer

retention.
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One of the interviewees explained how he always tried to be fair with the customers by
giving them products worth what they paid.
“There is another thing, when a customer who thinks that when he gives the
worker a big tip such as 20 Egyptian pounds the worker will do the work
better and will add more value than what we agreed upon because he gave
him a big tip. Then, | tell the customer that I am observing my workers and
will not let this happen. It would be better for you if you add this tip to the
price of the bouquet(then you will take more value) rather than paying a big

tip like that, because a 2 or 5 Egyptian pound tip would be fine. | do this
because | want to be fair.” Interviewee no.18, practitioner.

The above quotation indicates once again the importance of the control over the work in
SMEs. Control and good supervision of the work in a SME will achieve fairness and
will not allow any employee or worker cheat the employer or customers or take more or

less than they deserve.

Fair price and fair value will enable both the company and customers to avoid any
disputes or haggling about price. This will help both to save time, effort and money and
will also reduce complaints and problems to the company itself or to the official body
which looks after the customers’ rights. As one of the practitioners expressed in the
following quotation:

“This is my price list. For example, every category has a price and the
discount ratio according to the quantity, so | try to make my price fixed so as
not to enter into a dispute every time with customers about how much
discount he can get. By doing this, | encourage the customer to buy three
pieces instead of one piece. Fixed and fair prices save my time and effort
and give me a good reputation.” Interviewee no.11, practitioner.

Three of the interviewees indicated that fairness has a religious origin. They therefore
tried to achieve fairness not only to satisfy their customers but to do their religious duty.
“The origin of religious faith depends on justice, on justice in general, and
in business, where it applies to money. The origins of Islam and Christianity
depend on the point of justice; also there are a lot of admonitions on

morality and honesty in Islamic hadith [the prophet’s advice].” Interviewee
no.9, practitioner.

To sum up, equity is another important variable in building a relationship with
customers in the Egyptian SMEs sector. Furthermore, equity will help the

company to build a good reputation and increase customer retention through

preventing cheating and achieving fairness. It will also reduce complaints and
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problems to the company itself or to the official body, which looks after the
customers’ rights. Finally, some people in Egypt try to achieve equity in their
business dealings as a way to obey their religious instructions and do their

religious duty.

4.11.7. Reciprocity

Interviewees indicate that reciprocity is something self-evident within the relationship
with the customers. They also clarify that their customers have the ability to sacrifice
for the company. There is a type of customer that prefers to buy from the company
without comparing its price with other companies’ prices, just because they expect more
in the future. At the same time, the company could sacrifice for valued customers. For
example, when a valued customer needs a product urgently and the company does not
have it, the company tries to obtain the required product from different sources and pays
for shipping and handling without passing these expenses on to the customer. Thus, they
make a sacrifice now, expecting profits or rewards from the customer in the future.

“It would be wrong if a special customer came to my shop and didn’t ask
about the price and then found the same thing he bought from me
somewhere else at a lower price. This would be really wrong, especially if it
happened with an important customer. This customer must be given special
treatment. Sometimes, | would sell something at cost price without making
any profit. There is no problem if I lose as long as | will keep my customer.”
Interviewee no.7, practitioner.

Moreover, relationship investment is also a type of reciprocity whereby the company
makes some sacrifice and expects rewards in the future; this represents a type of
reciprocity as one of the practitioners indicates in the following quotation. Relationship
investment discussed earlier in this chapter

“I give my customers discounts and I also give them a longer period of time

of credit. We do that because we do not want to lose them and as a type of

reciprocity and the customer also reciprocate with us by keeping buying
from us.” Interviewee no.20, practitioner.

Furthermore, the company is willing to make sacrifices and take on the burden of cost
just because they expect a reward from these customers to be taken or received later and

want to keep them.

“I can't lose a customer because he returns sub-standard products to me. If
he is a good customer, | will give him his money back because of the long
relationship with him, so it will pay me in the long run. I will never lose him
if he is a customer in class A or B.” Interviewee no.11, practitioner.
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In summary, reciprocity is one of the important variables that govern relationships
between the company and its customers. Both the company and its customers
should reciprocate with each other in many areas such as help, support, payment,
commitment and products and service. Both the company and the customers are
motivated to reciprocate and sacrifice, because they expect profits or rewards in

the future.

4.11.8. Shared values

Shared values are the common beliefs between partners, which usually concern
behaviours, aims, and rules, whether fundamental or not, suitable or unsuitable, and
correct or incorrect (Morgan and Hunt, 1994). Interviewees indicate that shared values
are a construct or component of relationship marketing in SMEs in Egypt, but it is more

related to general and national issues.

“We agree about what is right or wrong and what is suitable and what isn't.
All of this stems from the circumstances of the society that we live in.”
Interviewee no.10, practitioner.

“I want to sell, the customers want to buy, and there is a society with
general values and rules that govern it. As long both of us work within these
values there is no problem, regardless of the individual values of each
customer or seller. Also, shared values work when there is a national issue
all the country agrees upon.” Interviewee no.17, practitioner.

Thus, shared values are one of the variables of relationship marketing, Also it is

related more to the general society’s values than to the individuals’ values.

4.11.9. Follow-up
The interviewees clarified follow up as a new variable of relationship marketing related
to the Egyptian SMEs. Follow-up is an important variable for SMEs to keep good

relationships with customers, particularly wholesalers and business customers.

“I always call my customers directly to follow up with those about my
products, often even after a long time.” Interviewee no.17, practitioner.

“We call or visit our customers asking where the work is. We visit their
factories to follow up and keep in touch continuously.” Interviewee no.19,
practitioner.
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“I have employees who are responsible for following the customers. I also
have customers whose work is so big that | appoint an employee to each of
them. The only work of this employee is to take care of this customer. | do
this because this customer is very important. For example, I have work with
the Ministry of Education, so | appointed a representative who goes every
week to the Ministry, collect the money every month, collects checks, issues
bills, asks if they want anything.” Interviewee no.16, practitioner.

Interviewees indicated that follow-up means calling or visiting the customer to check
about the products or services purchased, ask whether they are good or bad, and collect
feedback. Follow-up with a wholesaler means visiting their warehouses to ensure they
have enough stock of everything and there are no shortages of some items, as well as
giving them some advice, for example about storage. Follow-up is particularly in the
case of business-to-business in SMEs. Carrying out a follow-up helps the company to
keep in touch with customers, strengthen its relationships with them, increase its sales,
and obtain continuous feedback. Follow-up also helps in communication, giving

information and conflict handling.

One of the interviewees worked with only a small number of wholesalers and his
company’s work was mainly business-to-business. This respondent preferred to have
face-to-face follow up whenever possible, as he had only a limited number of customers
and suppliers. He preferred this because face-to-face one can control everything as it is
possible to gauge the mood of the other person and the conditions and circumstances of

the situation overall.

“My team must visit and follow up my customers every week at least. |
always say that you can't be sure of the mood of the customer when you
speak to him on the telephone, but when you are face-to-face with him; he
prepares himself psychologically, hears and speaks with you. | always
depend on field visits. When | visit the customer, he also gives me
information. For example, he can tell me the defects of the products and so
on. This helps in improving my product.” Interviewee no.19, practitioner.

To sum up, follow up is a new variable that emerged from the interviews but it is
related more to the business customers, Accordingly, it will not be included in the
quantitative analysis, where the questionnaire administered to the final consumer
not business customers (B-to-C). Follow-up is an after sale action to ensure that
the buyer is satisfied with the services or/and products. Follow up also includes
visiting the buyers, collecting feedback, and giving advices. All these actions will

help in increase the business customers’ satisfactions, and hence purchases.
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4.11.10. Issues related to relationship marketing variables

During the interviews, the interviewees explored new issues related to applying all
relationship marketing variables in Egyptian SMEs. These issues are innovation and
affection.

First, innovation

Innovation means doing the work, handling the problems, finding ways to contact the
customer and providing services in an innovative manner, as well as being innovatory in
terms of rewarding customers. Innovation is part of relationship marketing since every
variable of relationship marketing should be applied innovatively. Doing so can help to

strengthen relationships with customers, thereby increasing retention.

“As I told you before, you should be creative in Solving the customers’
problems and being innovative and creative will have a significant impact
on the relationships with the customers.” Interviewee no.18, practitioner.

“There is competition in the market, so we should care about being unique
to keep our clients and get new clients as well. We are required to be
creative and innovative in every aspect of our work, not only in our products
and services. | mean innovative and creative in finding way of the
communication, creating events to attract customers and increase their
commitment, and in conflict handling.” Interviewee no.7, practitioner.

From the above quotations, it is clear that the innovation an issue is highly related and
connected to, and influential on other variables of relationship marketing. SMEs should
provide their services or/and products; build a trust; communicate, follow up, and

reward customers; and handling problems in a innovative and creative ways.

Second, affection

Affection is another issue related to relationship marketing explored in the interviews
and related to the Egyptian SMEs. Affection is important because SMEs in Egypt
usually depend on building a relationship with customers and the emotional factor in
this relationship is very important, particularly as Egyptians are an emotional people.

Also, affection can be used to facilitate work and solve any problems with customers

“Selling depends on emotion and how we can reach the customer’s heart. It
doesn't depend only on price but it also relates to emotion. The most
important thing is emotion, and then the price comes in second place. If you
can understand the nature of the Egyptian people then you will succeed. So
emotion and personal treatment help to determine whether the company will
succeed or not.” Interviewee no.7, practitioner.
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Social relationships in Egypt play an important role and facilitate business because
everybody deals with emotion or feeling and affection. Once there is affection
with the customers and the customers feel comfortable with the company they will
continue to buy from it. This might be despite this company being more expensive,
or its services or products being less good. Thus SMEs should consider this
dimension when applying relationship marketing and in daily communication with
customers. The researcher included some items in the scale of relationship

marketing, which reflect innovation and affection.

From the above discussion about relationship marketing variables in Egyptian SMEs, it
is very clear that applying relationship marketing in these small companies has a
positive impact on the quality of relationships with customers and customer retention.
Moreover, it appears that all the variables of relationship marketing are interrelated and
influence each other. For example, good communication and handling the customers’
problems in a good manner will increase their trust in the company; trust can influence
commitment; and empathy can play a role in handling the customers’ problems. It is
therefore difficult to apply just part of them and leave others, as all variables have an
influence on the nature of the relationship with customers and their retention. Also it is
important to refer that from the practical point of view all these variables should be
applied by way of innovation and affection.

Figure 4-3: Comparison of relationship marketing variables based on the
literature and the qualitative findings

Key Variables of Relationship Marketing
Based on the Literature

Relationship Marketing
Variables

Key variables of relationship marketing
in the Egyptian SME sector based
on the qualitative findings
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4.12. Transferring the relationships from personal to organisational
The aim of applying relationship marketing at the fourth step of the proposed research
model is to transfer the personal relationship between the customer and the company
representative to an organisational relationship between the customer and the
organisation. Such a transfer aims to maintain and enhance the relationship with the
customer over the long run. The final hypothesized outcome of this model linking
guanxi and relationship marketing is improving customer retention. The attraction of
this is that gaining one new customer is five to ten times more expensive than retaining
one loyal customer (Gummesson, 1999) and because relationship marketing focuses
mainly on increasing customer retention and recovery before attracting new consumer
(Bruhn, 2003).

All types of interviewees agreed with the idea that transferring personal relationships to
organisational relationships has the potential to retain customers, especially when the
employee who brought guanxi-based business leaves the organisation. Also the
interviewees agreed that using the relationship marketing programmes and relationship
marketing could help in doing so. In addition, they explained that the company should
provide a complete package of services and facilities, which could include, for example,
delivery, long credit period, advice and incentives (items of relationship marketing
investment programmes). This package of services and facilities is considered the first
step of transferring personal relationship between the customer and the member of staff
to an organisational relationship. Providing such a package should be followed by
applying relationship marketing with the customers to ensure the transferring of the
relationship from the personal to the organisational. By so doing, customers may stay

with the company and re-purchase even if their personal contact leaves the company.

“My thought now is to present the package of services to my customer.
Services package means that the price is part and not the whole. The
delivery considers a part and not the whole, advises, gifts, information from
my data base, credit, solving the problems and anymore according to the
customers’ needs. It is, this package, which will link the customers to the
company rather than the member of staff who introduced (or recommended)
the company to them.” Interviewee no.11, practitioner.
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“There are a lot of things that make me keep my customers up. The first
thing, basically like all companies is providing suitable quality products at a
suitable price. The second thing is the package of services accompanying the
products [relationship investment programmes]. The third thing is the well-
organised way of dealing with the customers; [relationships with the
customers] the continual observation, solving problems, continual updates
and the information that | give. | make him feel that he works with an entity
and a company that has respected management and good way of working.”
Interviewee no.7, practitioner.

“.. If I have a customer from the personal relationship of my employees and
start to have a relation with him for example, doing a periodic contact and
solving his problems, also | offer a good price, delivery, and good material
considering the quality, by this, | did everything to keep the customers.”
Interviewee no.16, practitioner.

The above quotations explain exactly what the literature-derived research model
hypothesized; the experience of these practitioners concluded that to keep customers
and build an organisational relationship with them, the company needs to provide a
comprehensive package of services. This package includes a mix of all components of
relationship investment programmes followed by applying relationship marketing as
suggested in the research model. This may vary by company according to its

circumstances and type of business, as well as according to the customers themselves.

4.13. Avoiding the problem of departing employees taking their

personal contacts when leaving the company
The main aim of trying to transfer the personal relationship between the customer and
the company representative to an organisational relationship between the customer and
the organisation is to avoid the problem of departing employees taking their personal
customer contacts when they leave the company. Doing so enables firms to avoid the
potential pitfalls of applying guanxi solely and to reduce the problem of losing the
connection with the customers when the employee who brought guanxi-based business
leaves the organisation (Arias, 1998). The research model suggests that the company
should build an organisational relationship with the customers through applying
relationship investment programmes and relationship marketing rather than just keep
the relationship between the customers and the company representatives who invited
them to the company. One of the practitioners who suffered from this problem and tried

to find a solution shared his experience and opinion.
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“I don't want to say all of the customers, but a big part, maybe 95%, will
stay with my company even if the person who attracted them leaves the
company. The customers will stay because the company has treated them
well, so they have confidence in the company, which leads to a maintaining
the business relationship. The most important thing is the company doesn't
let them down, and there must be a connection all the time. You must know
their desires and solve their problems. You must also present the newest
products. Briefly, the company must tie them and not give them the chance to
switch.” Interviewee no.19, practitioner.

This point of view was supported by almost all types of interviewees. They indicated
that in most cases, customers would not leave the company with an employee who left
the company and tried to take his/her connection or network with him/her, if the
company built a good relationship with them. In summary, customers will not leave the
company and switch with the employee if the company applies relationship investment
programmes and relationship marketing with them. Moreover, one of the experts and
consultants adds that:

“I know this problem; it is natural that some of the customers will leave but

it isn't essential that all customers leave with the employee. | have

encountered this problem a lot. I can feel it and see it everywhere, especially

in SMEs. You won't prevent or reduce the employees doing this without a

specific approach. This can be done through institutionalising the customer's

relation with the institution, not with the employee. It is true that the

employee brings the customers but the company must follow them and also

supervise their employees. In this way and step-by-step, a customer will feel

s/he is a customer of the institution also will feel that s/he is welcomed in the

company whether the one who brings them is present or not.” Interviewee
no.1, consultant and expert.

This expert and consultant indicated that a company could avoid the problem of
employees taking customers with them when they leave the company and decrease the
impact of this problem by institutionalising the relationship with the customer and
keeping in touch with them continuously. This is what the research model expresses by
using relationship investment programmes as a way of endorsement to encourage the
customer to repeat purchasing from the company. After that the company should start to
apply relationship marketing through building organisational trust and commitment,
keeping in touch with the customers, solving customer problems, making the customer
perceive fairness, sharing the same values with them and being empathetic towards

them.
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In support of this view, another consultant agreed with this point of view and added that
in some cases, if a company does not contact the customer in an appropriate way and
tries to tie them institutionally, the customers themselves will push the employees to

leave the company and they will support them by switching with them.

“But if the company does not build a good relationship with the customers,

forget about it. I'm not joking if I tell you that, the customers will encourage
the employee to leave the company or start his own business and they will
move with him.”” Interviewee no.2, consultant and expert.

One of the academics also revealed the importance of employees’ retention, as it will be
reflected in customer retention. Companies should also try to increase employee
retention, which will influence the stability of employees, customers and the company.

“The employees’ satisfaction definitely will affect the relationship between
customer and organisation. The employees’ satisfaction will reflect on their
dealing with the customers; and hence it will reflect on customers’
satisfaction thus retention with the company.” Interviewee no.5, academic.

Also one of practitioners indicated that increasing employee retention will reduce
the problem of losing the connection with customers when the employee who

brought guanxi-based business leaves the organisation

“The good relationship between the employee and the organisation extends
to affect the customers, because the employees’ retention will reduce the
problem of leaving the employees and tacking their entire network with them
thus increases the customer retention.” Interviewee no.21, practitioner.

Accordingly, in addition to building an organisational relationship with the customers to
retain them, it is important also to increase employee retention. Employee retention will
influence the retention of the customers invited to the company by those employees.
Moreover, one of the practitioners clarified that generally, if an employee is not happy
and satisfied, he/she will cause the organisation to lose its customers even if he/she does
not leave the company, while if an employee is happy and satisfied, he/she will work
hard to keep the existing customers and look for new customers within his or her guanxi

network.

4.14. Summary

Based upon twenty-one semi-structured interviews undertaken in the first research
phase, this chapter addressed a number of knowledge gaps identified from extant guanxi
and relationship marketing literature (the main themes of this research). Specifically,

this chapter clarified the results of exploring guanxi-type relationships in Egypt; their
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existence; origin; meaning; name; characteristics; variables; advantages and
disadvantages and role in attracting new customers. Moreover, this chapter presented
the results of exploring the key variables of relationship marketing in the Egyptian SME
sector as well as relationship marketing investment programmes. Both are used as ways
in which companies retain customers through building the organisational type of
relationship involved in relationship marketing instead of the personal type of
relationship involved in guanxi-type relationships. By doing so, this chapter clarified the
results of exploring the four steps of the research model suggested in the thesis and its
suitability and effectiveness for the Egyptian SMEs sector. Building on the above
presentation and discussion, this chapter summarised and highlighted a number of main
themes that emerged from the empirical research.

In Egyptian culture, people are social and like to have good social relations with those
who have common characteristics (family, friends, neighbours, classmates or
colleagues); the same kinds of relationships are involved in Chinese guanxi. Moreover,
in Egypt, as in China, everyone has his/her own personal social relationships that they
have built up over their lives and which are used to facilitate progress in everyday life.

Also these relationships are inherited and passed down from one generation to the next.

Generally, guanxi-type relationships in Egypt can be seen as a network of relationships a
person has, which includes family, friends, neighbours, colleges, classmates, etc. which
is used to facilitate and exchange favours between network members and find a solution
to any problem they face. This relationships network stems from the teachings of Islam
and Christianity and has become rooted and embedded in Egyptian society and culture.
Moreover, the Egyptian type of social network (guanxi-type relationship in Egypt) can
be called al-alakat or shabakat al-alakat (network of relationships). Both expressions
carry the same meaning among people in Egypt. From this point, the words guanxi and
shabakat al-alakat will be used interchangeably to refer to the Egyptian type of social

network.

Furthermore, the findings indicated that wasta (mediation) is an inappropriate synonym
for the guanxi-type relationships in Egypt. It does not correctly express this Egyptian
social phenomenon of relationships equivalent to Chinese guanxi. Wasta is action taken
by people who have al-alakat or shabakat al-alakat when they want to facilitate a
specific thing or facilitate their work. Thus, the guanxi-type relationships in Egypt are
not wasta. In addition, the word wasta has two sides: ethical and unethical. It is possible

to differentiate between ethical and unethical sides. Wasta becomes unethical when
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people want to take others’ rights or when people want to take their rights and achieve
their interests faster by bribery. It is considered ethical when people use their

relationships to achieve their objectives without any kind of bribery.

When discussing the characteristics of shabakat al-alakat, several characteristics have
been found: social network, among people, has a religious origin also this network is
intangible, transferable, and contextual as well as the relationships within these
shabakat al-alakat last for long time. In addition, shabakat al-alakat is similar to the
Chinese guanxi in many of the characteristics except that it comes from a religious
origin, while Chinese guanxi roots come from Confucian teachings. Furthermore,
guanxi-type relationships in Egypt are mainly emotional rather than utilitarian. On a
different note, shabakat al-alakat is a multi-dimensional construct that can be measured

through six variables bonding, empathy, reciprocity, personal trust, face and affection.

Successful of using shabakat al-alakat yields a long list of benefits, including removing
governmental obstacles and routine, providing useful information about new
governmental policies, market conditions and competitors, promoting the companies,
attracting new customers, increasing company sales and hence profits, and retaining
customers over a long time. All these benefits and more finally result in companies’
success. Accordingly, shabakat al-alakat is an important element for conducting
business in Egypt and necessary condition for achieving business success. Moreover,
the findings indicate the importance of an inauguration party, which is part of Egyptian
culture, used as a first step to introduce the company to the potential customers and
attract them. Shabakat al-alakat also have certain disadvantages, in that applying
shabakat al-alakat as a marketing tool is sometimes considered time consuming and
unethical. Moreover, shabakat al-alakat can be reversed and become a way to drive out

customers rather than attract them.

When discussing the relationship marketing investment programmes, the findings
revealed that in Egypt also there are three types of relationship marketing investment
programmes: social programmes, structural programmes and financial programmes. The
financial programmes in the Egyptian SME sector include providing free products or
simple gifts, free services like delivery and maintenance, discounts, credit facilities and
special offers. Also the nature of the Egyptian customers is to love this type of
programmes, which makes the customers feel that the company appreciates them and
increases the customers’ felling of gratitude. Social programmes includes special treats,

invitations to meals, social gifts, invitations to holidays, invitations to theme parks and
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places of entertainment and mini hajj or omra. Structure programmes include special
value-added benefits such as inventory control, providing products or services from
other sources to resolve the customer’s problem, providing special reports or
transactions and personalised information, customised order-processing systems,
technology investments, dedicated personnel, and tailored packaging. The Egyptian
SMEs apply relationship marketing investment programmes to attract new customers
and make them re-purchase as well as to retain and keep old customers and make them
more satisfied and loyal through strengthening, enhancing and improving the

relationship with them.

The findings also handled the variables of relationship marketing in the Egyptian SMEs
sector. These variables are organisational trust, commitment, communication, conflict
handling, empathy, shared values, reciprocity, equity, and follow-up. It appears that all
the variables of relationship marketing are interrelated and influence each other. Also it
is important here to note that follow-up is a new variable that emerged from the
interviews and from the practical point of view all these variables should be applied in

an innovative and affectionate manner.

The findings also indicated that SME could transfer the personal relationship between
the customer and the company representative to an organisational relationship between
the customer and the organisation and avoid the problem of departing employees taking
their personal contact customers when leaving the company by providing a
comprehensive package of services. This package includes a mix of all components of
relationship investment programmes followed by applying relationship marketing as
suggested in the research model. This may vary from one company to another,
according to its circumstances and type of business as well as according to the
customers themselves. This is what the research model expresses, by using relationship
investment programmes as a way of endorsement to encourage customers to repeat
purchasing from the company. After that, the company should start to apply relationship
marketing through building organisational trust and commitment, keeping in touch with
customers, solving customer problems, making the customer perceive fairness, sharing
the same values with them and being empathetic towards them. Also it is important for
the SMEs to increase employee retention. Employee retention will influence the

retention of the customers who were invited to the company by those employees.

After the presentation and discussion of the findings of the qualitative phase, chapter

five will discuss the findings of the quantitative phase.
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Chapter Five: Quantitative Data Analysis and Findings

Table 5-1: Thesis map

I Chapter One: Introduction and Research Background I

Chapter Two: Literature Review

Chapter Three: Research Design and Methodology

Chapter Four: Qualitative Data Analysis and Findings

Chapter Five: Quantitative Data Analysis and Findings

Chapter Six: Discussion of the Key Findings

Chapter Seven: The Conclusion

5.1. Introduction

Following the report of data analysis of the first, qualitative phase of this research in
Chapter Four, this chapter discusses the second, quantitative phase concerned with
empirically testing the proposed research model and addressing with statistical analysis

the remaining research questions.

This chapter presents the quantitative data analysis in three parts. Part one presents
preliminary analysis including descriptive statistics that describe the characteristics of
the research sample; assessment of missing values; outliers and the testing of univariate
and multivariate assumptions. Next, exploratory factor analysis (EFA) is reported for
the research variables, in order to reduce the data and explore the structure of the
research factors. After data purification and data reduction in part one, part two focuses
on testing the hypotheses and answering the research questions 1, 2, and 3 of the second
phase of this research. Part three focuses on counting frequencies and Crosstabulation to

answer the fourth research questions related to the second phase of this research.
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Part One: Preliminary Statistics and Exploratory Factor Analysis

5.2. Exploring the Data

The data were explored and investigated through descriptive statistics (mean, variance,
kurtosis and skew) and graphically in histograms and box plots through frequency
distributions. This assisted the researcher to familiarise himself with the data, give early
normality indications, and look for any errors in data entry, e.g. values outside scale
limits, outliers etc. Tabachnick and Fidell (2007) recommended screening of the data

prior to any analysis.

5.2.1. Descriptive statistics

This section is to analyse part one of the questionnaire and provides general information
on the respondents, in terms of gender, age, education and relationship with the person
introducing the company to them. Frequency analysis is used to provide a brief account

of these sample characteristics.

First, respondents’ demographics

The descriptive statistics for the respondents’ demographic information is summarised
in Tables 5.2 - 55. In terms of the respondents’ gender, approximately 66% of
respondents were male (200 males) and 34% were female (105 females). Regarding age,
the majority (53%) were 20 to 29 years old, while respondents between 18 and 20
represented the minority, with approximately 4%. With respect to the respondents’
highest level of education, the majority of the respondents (82%) held a Bachelor’s
degree, thus representing the dominant category in the data set. Respondents with
postgraduate studies accounted for 7.6 % (Masters 6.6% and PhD 1 %). In respect to the
number of years for which the respondent had been a customer of the specified
companies, approximately 41 percent (almost half of the respondents) had been
customers of the specified companies for between 1-3 years; 21.6 percent had been
customers for 4-6 years. Almost 10 percent of the respondents had been customers of

the specified companies for more than 10 years.

Table 5-2: Respondents’ gender

Gender Frequency Percent
Male 200 65.6
Female 105 34.4
Total 305 100.0
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Table 5-3: Resnondents’ age

Age (Years) Frequency Percent
18-20 12 3.9
20-29 161 52.8
30-39 80 26.2
40-49 30 9.8
50 + 22 7.2
Total 305 100.0

Table 5-4: Respondents’ highest educational level

Education Level Frequency Percent
PhD 3 1.0
Master 20 6.6
Bachelor 249 81.6
Diploma 22 7.2
Secondary School 11 3.6
Total 305 100.0

Table 5-5: The period of time the respondent has been a

customer with specified company

Period (Years) Frequency Percent
Less than a year 60 19.7
1-3 126 41.3
4-6 66 21.6
7-9 23 7.5
10+ 30 9.8
Total 305 100.0

Second, the respondents’ relationship with the person who introduced them to the
company: bases and length of the relationship
From among six relationship bases, 305 respondents clarified the basis of their
relationship with the member of staff who introduced the company to them. The results
show that 47% of respondents indicated that the basis of the relationship was friendship.
Approximately, 15% were relatives and 9.5% were from the same locality. Moreover,
some of the respondents indicated more than one of the relationship bases, for example,
relative and former classmate. The percentage of each basis of the relationship has been

calculated and is shown in Table 5.6.

Regarding the length of the relationship between the respondents and the member of
staff who introduced the company to them, Table 5.7 indicates the time period of the
relationship, frequency and percentage of respondents. Specifically, 38% of the

respondents had a relationship with the member of staff of between 5 to 10 years; 32%
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had less than 5 years; 12% respondents had a relationship for between 11 to 15 years

and 10.5% had more than 20 years.
Table 5-6: The bases for the reIationshiE with the person who introduced the company

Relationship Bases Frequency Percent ~ Cumulative %
Friend 144 47.2 47.2
Family/Relative 45 14.8 62
Neighbour (Same Locality) 29 9.5 715
Classmate or Former Classmate 25 8.2 79.7
Former Colleague 19 6.2 85.9
Friend and Neighbour (Locality) 8 2.6 88.5
Member at the same Trade Association or Social Club 7 2.3 90.8
Friend and Classmate or Former Classmate 7 2.3 93.1
Relative and Friend 4 1.3 94.4
Friend and Trade Association and Social club 4 1.3 95.7
Neighbour and Trade Association or Social Club 4 1.3 97
Friend and Former Colleague 4 1.3 98.3
Relative, Friend and Former Classmate 3 1.0 99.3
Former Classmate and Trade Association and Social Club 2 0.7 100
Others 0 0.0 100
Total 305 100.0

Table 5-7: The relationship period with the person who introduced the company

Period of Time (Years) Frequency Percent
Under 5 98 321
5-10 116 38.0
11-15 37 12.1
16-20 22 7.2
20 + 32 105
Total 305 100.0

5.2.2. Examining the data

Before further analysis was undertaken, the data were examined in more detail. Issues
addressed include missing data, dealing with outliers and the tests for the statistical
assumptions underlying most multivariate analyses. This step is crucial and ensures

more accurate results during the main analysis (Tabachnick and Fidell, 2007).

First, missing data

Missing data are “valid values on one or more variables which are not available for
analysis” (Hair et al., 2010, p. 42). Missing values are one of the problems in data, and
like outliers, linearity, normality and collinearity, they can affect the quality of the data
and generate difficulties in data analysis. Missing data, particularly, have an impact on
sample size available for analysis and generalisability of the results. Additionally, there
is a potential for biased results when missing data are not random and appropriate

remedies are not applied (Hair et al., 2010, p. 42). Tabachnick and Fidell (2007, p. 62)
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indicate that the pattern of missing data is of greater significance than the amount
missing. Thus, non-randomly missing values are a more serious problem than missing
data dispersed randomly. Hair et al. (2010, p. 47) argue that if there is less than 10% of
data missing for an individual case or observation, this can generally be overlooked if it

is randomly distributed.

As indicated earlier, the questionnaires were administered by the drop and collect
method. As a result of adopting this method, the questionnaires were checked during the
collection stage and this helped to avoid any missing data, as the company were asked
to contact the respondent again in case of any missing data. Consequently, there was no
missing data. In conclusion, the sample size (305 cases) with zero missing data is
sufficient to represent the concepts in the study and for undertaking the selected analysis
technique (Hair et al., 2010).

Second, outliers

“Qutliers are observations with a unique combination of characteristics identifiable as
definitely different from the other observations” (Hair et al., 2010, p. 64). Outliers can
be assessed in univariate or multivariate analysis where an outlier is “a case with such
an extreme value on one variable (a univariate outlier) or such a strange combination of
scores on two or more variables (multivariate outlier) that it distorts statistics”
(Tabachnick and Fidell, 2007, p. 72).

Outliers can have substantial impact on the analysis and cannot be generally classified
as beneficial or problematic because this classification depends on the context of the
analysis and is evaluated by the type of information available. Outliers could be
beneficial when they indicate the characteristics of the population while they could be
problematic when they do not represent the population, and seriously distort the tests. It
is recommended to check the outliers and mitigate their effect prior to the main analysis
(Hair et al., 2010).

Hair et al. (2010, p. 65) and Tabachnick and Fidell (2007, p. 73) classified outliers into
four classes based on the reasons for their presence; “a procedural error, an
extraordinary event, extraordinary observations, and unique in combination”. The first
class of the outliers, procedural errors, arise from data entry errors or mistakes in
coding; thus, they should be identified first, then removed or recoded as missing values.

The second class of outliers is affected by an extraordinary event, which explains the
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uniqueness of the observation. The decision to retain or delete the outliers depends on
whether the extraordinary event fits with the research objectives or not. The third class
of outliers encompasses extraordinary observations which are unexplainable by the
researcher. In most cases, these outliers are omitted; they are only retained when the
researcher’s judgement recognises that they are valid elements. The final class of
outliers contains ordinary values which fall within the normal range of values on all
variables. They are not exceptionally high or low values for the variable, but their
combinations of values are unique across variables. This type of outlier should be
retained in the analysis unless there is clear evidence degrading their valid membership
of the population (Hair et al., 2010, p. 65; Tabachnick and Fidell, 2007, p. 73).

To identify univariate outliers in the current study, two basic techniques were used,
Boxplot and 5% Trimmed Mean for each of the variables individually as shown in
Appendix V. Firstly, the Boxplot results showed that there were approximately 2%
outliers of some single variable and they were randomly distributed, and with no values
so extreme as to affect any of the overall measures of the variables, such as mean or
standard deviation (Hair et al., 2010). Secondly, the 5% Trimmed Mean technique
within SPSS aims to remove the top and bottom 5 percent of research cases and
recalculate a new mean value to see whether the extreme scores have a strong influence
on the mean (Pallant, 2010). If the original mean value is similar to the new trimmed
mean value, these cases can be retained in the data file. The current research results
showed that the original mean and new trimmed mean values for all variables were

almost identical, which indicated no serious problem with outliers (Appendix V).

In addition, this study also checked univariate outliers by using standard scores, which
have a mean of 0 and a standard deviation of 1 for all variables (Hair et al., 2010). As
recommended by Hair et al. (2010), cases with standard scores of 2.5 or greater are
regarded as outliers in a small sample (80 or fewer cases). For a larger sample (greater
than 200) as in this case, the standard score is up to 4 (Hair et al., 2010). Therefore, the
standard value of 4 was used as the cut-off point to define the outliers due to the sample
size of 305 observations in this research. The results from both Boxplot and standard
scores analysis were similar. It was found that there were a few variables containing

outliers and extreme values, but no serious issues of univariate outliers in the data set.

In addition to testing for univariate outliers, testing was conducted for multivariate

outliers, using the Mahalanobis distance (Pallant, 2010). To identify the outliers the
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critical chi-square value (tabled value determined by using the number of independent
variables as a degree of freedom and a suggested alpha level of 0.001) should be
compared with the Mahal.Distance value (value under the column marked maximum at
the Residuals Statistics table) to find out if any of the cases have a Mahalanobis distance
value exceeding this critical value. If the maximum value for Mahalanobis distance is
larger than the critical value, there are a multivariate outliers that need to be checked
and determined (Pallant, 2010; Tabachnick and Fidell, 2007). To find which case has
outliers, the data file under the column (Mah_1) should be checked to see if any cases
have a Mahalanobis distance value exceeding the critical value. The values and results
of the Mahalanobis distance in the current research were checked. Further information
about the multivariate outliers will be provided when discussing the multiple regression

results next part

After the outliers had been identified, they were categorised into one of the four classes
mentioned above in order to make the decision whether to retain or delete them. The
original values of all the outliers were examined. This revealed no error from data entry
or miscoding. The values of the outliers were not affected by extraordinary events or by
outstandingly high or low values of the variables. Instead, the observed values were
placed within the normal range of values of each variable; for example, values of 1 to 5
for five Likert scale questions. Consequently, they were classified in the fourth class of

outliers, which are unigue in their combinations of values across variables.

Third, the response, non-response bias analysis

Response and non-response bias analyses were investigated through a comparison of the
early and late responses. Specifically, an independent sample t-test was carried out to
test the significant differences in the mean scores of all constructs at 95% confidence.
No statistically significant differences in the mean scores between the two types of
responses (P > 0.05) were found. Hence, it was concluded that non-response bias did
not pose a problem.

Fourth, testing the assumptions

Testing for the assumptions underlying the statistical bases for multivariate analysis is

the final step in examining data. It is an important process to establish the foundation

for multivariate techniques from which statistical inferences and results are drawn.

When the assumptions are violated, the results may be more distorted and biased in

multivariate analysis due to the complexity of the relationships. Some techniques are
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robust and less affected by assumption violation; however, successful analysis may
derive from meeting some of the assumptions. Hence, the researcher must be aware of
any assumption violations and their implications for the interpretation of the results. The
important assumptions in multivariate analysis include normality, homoscedasticity,
linearity, and multicollinearity. However, only the normality assumption is tested for
individual variables. Homoscedasticity, linearity and multicollinearity assumptions
relate mainly to relationships between variables; they are therefore tested in multivariate

analysis, particularly multiple regression.

A) Assessment of normality

The assumption of normality and how it can be assessed has been discussed in details in
the methodology chapter (Chapter 3). Univariate normality for an individual variable
was tested by using statistical tests of normality Kolmogorov-Smirnov and Shapiro-
Wilk. It was found that no variable was normally distributed. All of the variables
violated to the assumption of normality (Sig values < 0.05) as shown in Appendix V.

The shape of histogram diagrams for the distribution of each variable was also
examined, and the results were consistent with the statistical tests of normality. Most of
the variables were found to depart from normality, but there was no severe deviation
from normality. Departures were predominantly negative skewness (skew to the right).
The values of the skewness and kurtosis were examined as well and showed the same

results as shown in Appendix V.

In social science, small departing from normality does not consider a problem where, it
is not usual for Likert scales to follow a normal distribution (Clason and Dormody,
1994; Malthouse, 2001). Additionally, Bentler and Yuan (1999, p. 184) indicate, “Real
data sets in practice seldom follow normal distributions.” Also Cudeck (2001, p. 80)
notes, “Virtually no variable follows a normal distribution.” Furthermore, Field (2009)
argue that it is common to obtain significant results in large samples when there is a
minor departing from normality. The sample of 305 in the present study, being in excess
of 200, would be classified as ‘large’ by Hair et al (2010). Finally, factor analysis has

proven comparatively robust against violations of normality (Gorsuch, 1983).

Moreover, Pallant (2010, p. 64) adds that “many scales and measures used in the social
science have scores that are skewed, either positively or negatively. This does not

necessarily indicate a problem with the scale, but rather reflects the underlying nature of
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the construct being measured”. In this case, one of the constructs being measured was
the relationship between two persons who actually know each other and have a
relationship with each other, so it was expected to find most of the variables negatively
skewed to the right. The other part of the constructs measured the relationship between
the company and the customer, so again it was expected to find the construct negatively

or positively skewed.

Finally, it is claimed that the negative or positive effects of non-normality are serious in
small sample sizes (less than 50 cases). However, with a larger sample size (over 200)
the detrimental impacts from non-normality may be negligible, and data transformation
as a remedy may not be required (Hair et al., 2010). The tests of normality for all
variables are shown in Appendix V.

B) Assessment of linearity

The assumption of linearity and how it can be assessed was discussed in detail in the
methodology chapter (Chapter 3). Scatterplots of the variables, the residual plots and
partial regression plots were examined. The residual was nearly rectangularly
distributed with a concentration of scores along the centre. Thus, these findings show no
significant deviations from linearity, which can affect multivariate tests (especially
regression). Also the results showed that relationships between variables appeared to be
linear; no non-linear relationships were identified. Further information will be provided

when discussing the multiple regression results in part two of this chapter.

C) Assessment of homscedasticity

The assumption of homscedasticity and how it can be assessed was discussed in detail
in the methodology chapter (Chapter 3). To assess heteroscedasticity, scatterplots of
variables were tested in multivariate analysis, particularly multiple regression. It was
found that scatter plots produced by the regression models in this research did not reveal
any serious problem. Further information will be provided when discussing the multiple

regression results in part two of this chapter.

D) Assessment of multicollinearity

The assumption of multicollinearity and how it can be assessed was discussed in detail
in the methodology chapter (Chapter 3). This study used the variance inflation factor or
VIF, Tolerance and Durbin-Watson for assessing multicollinearity (Hair et al., 2010).

The results of VIF and Tolerance confirmed that multicollinearity was not a problem for
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the independent variables for this study, as values of VIF and Tolerance for the
independent variables in multiple regression models were less than 10 and greater than
0.1 respectively, as recommended by Field (2009). Moreover, the Durbin-Watson
statistics for all regression models in this study were near 2, which indicate non-
autocorrelation between residuals (Field, 2009). Further information and all the values
of Tolerance, VIF as well as Durbin-Watson will be provided when discussing the
multiple regression results in part two of this chapter.

5.3. Exploratory factor analysis (EFA)

An exploratory factor analysis was conducted to assess the structures of the research
constructs and examine whether the items for each variable share a single underlying
factor. Also EFA was conducted to achieve data reduction. Prior to building a
measurement model, EFA models in this study were used to assess guanxi variables,
relationship marketing investment programmes, relationship marketing variables,
relationship quality, and customer retention to produce a concise set of classification

dimensions. The next sections present the results of the EFA models.

5.3.1. Results of EFA for guanxi variables

Based on the literature and the results of the qualitative phase, guanxi can be measured
by six variables: trust (6 items), bonding (6 items), empathy (6 items), face (4 items),
affection (5 items), and reciprocity (6 items), giving 33 items in total. Table 5.8 displays

all of the items used in this research to measure all of guanxi variables.
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Table 5-8: The guanxi variables and items before applying EFA

No. Variable Items
The person who contacted and invited me to be a consumer of this company
1 GPTrustl is trustworthy
2 GPTrust2 is very honest
3 B GPTrust3 is dependable
4 £ GPTrust4 makes reliable promises
5 GPTrust5 fulfills his/her promises
6 GPTrust6 does not make any false claims
Me and the person who contacted and invited me to be a consumer of this company always
7 GBondingl rely on each other
8 > GBonding2 close to each other
9 5 GBonding3 try very hard to establish a long-term relationship
10 § GBonding4 keep in touch regularly
11 @ GBonding5 talk openly as friends
12 GBonding6 interact on a social basis
13 GEmpathyl understand each other’s viewpoints
14 = GEmpathy2 understand each other’s goals
15 ® GEmpathy3 understand each other’s needs
16 g' GEmpathy4 care about each other’s feelings
17 W GEmpathy5 show sympathy when the other has problems
18 GEmpathy6 provide support when the other has problems
19 GFacel pay a lot of attention to how others see us
20 8  GFace2 believe the more respect we receive, the more ‘face’ we have
21 £ GFace3 feel a ‘loss of face” when others turn down our favours
22 GFace4 take care not to make each other feel uncomfortable in any situation
23 _ GAffectionl like each other
24 o GAffection2 enjoy meeting each other in a relaxed environment (coffee shop, social club)
25 § GAffection3 enjoy communication with each other
26 "‘é GAffectiond give gifts to each other (do not have to be expensive ones)
27 GAffection5 enjoy helping each other
Within the relationship between me and the person who contacted and invited me to be a
consumer of this company,
28 GReciprocityl the practice of “give and take” of favours is a key part
29 %‘ GReciprocity2 it is very bad not to return favours
30 2 GReciprocity3 “calling in” favours is part of social interaction
31 % GReciprocity4 favours we do for each other have built a good social relationships
32 & GReciprocity5 we feel a sense of obligation for doing each other favours
33 GReciprocity6 we feel embarrassed if we are unable to provide the other with a requested favour

Exploratory factor analyses were performed for all guanxi variables. The 33 items were
subjected to an initial round of principal component analysis (PCA) using SPSS version
19. Prior to performing PCA, the suitability of data for factor analysis was assessed.
Inspection of the correlation matrix revealed the presence of many coefficients of 0.3 or
above, and no values exceeding 0.80, which indicates no problem of multicollinearity or
singularity, and the data were fit for factor analysis (Hair et al., 2010, p. 103; Pallant,
2010).

The overall Kaiser-Meyer-Oklin measure of sampling adequacy (KMO) value was very
high 0.926, exceeding the value of 0.6 recommended as a minimum value for a good
factor analysis by Tabachnick and Fidell (2007), Field (2009) and Pallant (2010). The
guidelines for KMO suggest values of 0.9 or above are excellent; 0.80 or above are
meritorious; 0.70 or above are middling; 0.60 or above are mediocre; 0.50 or above are
miserable; and below 0.50 are unacceptable (Field, 2009, p. 647; Hair et al., 2010).
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Bartlett's Test of Sphericity reached statistical significance, supporting the factorability
of the correlation matrix. The Chi square of 6969.397 with 528 df and significance
0.000 (Sig. value should be 0.05 or smaller) implies that the correlation among the 33
items is (overall) significantly different from zero, which means a high level of
homogeneity among variables (Field, 2009; Hair et al., 2010). Accordingly, these data
satisfy the fundamental requirements for factor analysis (Hair et al., 2010). KMO and
Bartlett’s test are provided in Table 5.9.

Table 5-9: KMO and Bartlett’s test of factor analzsis for guanxi variables

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .926
Bartlett's Test of Sphericity Approx. Chi-Square 6969.397
df 528
Sig. .000

As shown in Table 5.10 Principal Components Analysis revealed the presence of six
factors (components), with eigenvalues exceeding 1.00, explaining approximately
39.14%, 11.3%, 6.83 %, 4.3%, 3.4% and 3.2% of the variance respectively and the six
factors explained a total of 68% of variance which is regarded as satisfactory in social

sciences (Hair et al., 2010).

The communalities for all items were above 0.5, the criterion suggested by Field (2009,
p. 647). Also the mean value of all communalities is .68, well above the recommended
cut off point of 0.6 for a large sample. Thus, none of the items were removed as a result

of their communality values, and there was no need to repeat the factor analysis.

To assess the unidimensional nature of the scale items the principal component loadings
were used as recommended by Carmines and Zeller (1979). Item loadings were
examined and items with factor loadings less than 0.6 on their own factors or loaded
significantly on more than one factor were removed as recommended by Hair et al.
(2010, p. 119). Eight items were dropped from the total of 33 items (as shown in Table
5.11) because of low factor loadings (less than 0.6) or/and cross-loadings. The factor
loadings for retained items within the five factors (factor no.4 had no loading above 0.6
and so was dropped) representing bonding and affection, reciprocity, personal trust, face
and empathy. Factors ranged from 0.62 to 0.792, 0.76 to 0.815, 0.771 to 0.915, 0.61 to
0.814, and 0.618 to 0.835 respectively. Table 5.10 shows the results of the initial

exploratory factor analysis for guanxi variables.
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Table 5-10: The results of initial EFA for guanxi variables

No Items Components (Factors) Com.** Notes
F1 F2 F3 F4* F5 F6

1 Guanxi-Bonding 4 792 710

2 Guanxi-Affection 2 779 .652

3 Guanxi-Affection 4 .760 .633

4 Guanxi-Bonding 2 .728 .716

5 Guanxi-Affection 3 715 677

6 Guanxi-Bonding 3 .630 .668

7 Guanxi-Bonding 1 .625 570

8 Guanxi-Bonding 6 .620 617

9 Guanxi-Bonding 5 .558 711 Removed (1)

10  Guanxi-Empathy 5 430 549 Removed (2)

11  Guanxi-Empathy 6 321 .559 Removed (3)

12 Guanxi-Reciprocity 3 .815 .695

13 Guanxi-Reciprocity 5 .795 741

14 Guanxi-Reciprocity 4 772 .650

15  Guanxi-Reciprocity 2 .761 .621

16  Guanxi-Reciprocity 1 .760 .620

17  Guanxi-Personal Trust 5 915 .824

18  Guanxi-Personal Trust 4 .856 .786

19  Guanxi-Personal Trust 1 .841 .760

20  Guanxi-Personal Trust 2 794 712

21 Guanxi-Personal Trust 6 .790 .691

22 Guanxi-Personal Trust 3 771 .708

23 Guanxi-Reciprocity 6 524 570 .622 Removed (4)

24 Guanxi-Affection 1 .565 719 Removed (5)

25 Guanxi-Affection 5 404 471 722 Removed (6)

26  Guanxi-Face 4 .388 370 565 Removed (7)

27  Guanxi-Face 3 814 673

28  Guanxi-Face 1 778 .730

29  Guanxi-Face 2 .610 .629

30  Guanxi-Empathy 2 .835 .816

31  Guanxi-Empathy 3 784 .736

32 Guanxi-Empathy 1 .618 .705

33  Guanxi-Empathy 4 430 .690 Removed (8)

Mean Communalities .68

Eigenvalues 12.916 3.726 2.254 2.254 1.123 1.052

% of Variance 39.140 11.292 6.830 4.262 3.402 3.186

Cumulative % of Variance 39.140 50.431 57.261 61.523  64.925 68.111

Notes:

Kaiser-Meyer-Olkin (KMO) Measure Sampling Adequacy = .926

Bartlett test of sphericity is significance at p. = 0.000

Items are sorted by highest loading

*The 4™ factor displays no items with significant loading and will be dropped later.
** Com. means Communalities
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Table 5-11: The guanxi variables and items after applying factor analysis

No. Variable Items
The person who contacted and invited me to be a consumer of this
company

1 GPTrustl is trustworthy

2 GPTrust2 is very honest

3 T GPTrust3 is dependable

4 |: GPTrust4 makes reliable promises

5 GPTrusts fulfills his/her promises

6 GPTrust6 does not make any false claims

Me and the person who contacted and invited me to be a consumer of this
company always

7 GBondingl rely on each other

8 o> GBonding2 close to each other

9 .g GBonding3 try very hard to establish a long-term relationship

10 S GBonding4 keep in touch regularly

11 M GBonding5 talk openly as friends Removed (1)
12 GBonding6 interact on a social basis

13 GEmpathyl understand each other’s viewpoints

14 2 GEmpathy2 understand each other’s goals

15 B GEmpathy3 understand each other’s needs

16 g' GEmpathy4 care about each other’s feelings Removed (2)
17 W GEmpathy5 show sympathy when the other has problems Removed (3)
18 GEmpathy6 provide support when the other has problems Removed (4)
19 GFacel pay a lot of attention to how others see us

20 8 GFace2 believe the more respect we receive, the more ‘face’” we have

21 E GFace3 feel a “loss of face’ when others turn down our favours

22 GFace4 take care not to make each other feel uncomfortable in any situation Removed (5)
23 c GAffectionl like each other Removed (6)
24 O GAffection2 enjoy meeting each other in a relaxed environment (coffee shop, social club)

25 § GAffection3 enjoy communication with each other

26 E GAffection4 give gifts to each other (do not have to be expensive ones)

27 GAffection5 enjoy helping each other Removed (7)

Within the relationship between me and the person who contacted and
invited me to be a consumer of this company,

28 GReciprocityl the practice of “give and take” of favours is a key part

29 2  GReciprocity2 it is very bad not to return favours

30 'g GReciprocity3 “calling in” favours is part of social interaction

31 S GReciprocity4 favours we do for each other have built a good social relationships

32 g GReciprocity5 we feel a sense of obligation for doing each other favours

33 @ GReciprocity6 we feel embarrassed if we are unable to provide the other with Removed (8)

a requested favour

After removing these eight items, the remaining 25 items were submitted to the final
round of factor analysis to reach a meaningful factor structure. The final exploratory
factor analysis for the guanxi variables revealed the presence of five components, (with
eigenvalue more than 1.0) representing bonding and affection, reciprocity, personal
trust, empathy and face explaining 37.314%, 13.94%, 8.328%, 4.811 and 4.3498% of
variance respectively, accounting for 68.7% of cumulative variance. Table 5.12 contains
the results of the final round of the exploratory factor analysis and reliability analysis

for these factors. For simplicity, only loadings above 0.6 are displayed.
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Table 5-12: The results of final EFA and reliability analysis for guanxi variables

No. Items Components (Factors) Com* Reliability
F1 F2 F3 F4 F5 CITC* o*

Factor (1) Affection Bonding 915

1 Guanxi-Affection 2 .807 .665 .681

2 Guanxi-Bonding 4 .801 125 791

3 Guanxi-Affection 4 753 .644 713

4 Guanxi-Affection 3 744 672 728

5  Guanxi-Bonding 2 731 710 748

6  Guanxi-Bonding 3 .655 .664 744

7  Guanxi-Bonding 1 .652 .580 .683

8  Guanxi-Bonding 6 .639 .601 .692

Factor (2) Reciprocity .854

9  Guanxi-Reciprocity3 .823 .690 .694

10 Guanxi-Reciprocity5 .796 .684 .669

11  Guanxi-Reciprocity4 .787 .654 .681

12 Guanxi-Reciprocityl 784 .647 .657

13  Guanxi-Reciprocity2 771 .602 .633

Factor (3) Personal Trust .926

14 Guanxi-Personal Trust 5 .906 .823. .847

15 Guanxi-Personal Trust 4 .856 778 .812

16  Guanxi-Personal Trust 1 .840 .764 .802

17  Guanxi-Personal Trust 2 791 707 .759

18 Guanxi-Personal Trust 6 782 .694 .746

19  Guanxi-Personal Trust 3 778 701 .760

Factor (4) Empathy .852

20  Guanxi-Empathy2 811 .838 776

21 Guanxi-Empathy3 .669 .663 .693

22 Guanxi-Empathyl .602 713 .699

Factor (5) Face .760

23 Guanxi-Face3 .809 677 .647

24 Guanxi-Facel 784 .756 .681

25  Guanxi-Face2 .640 531 .615

Mean Communalities .6544

Eigenvalues 9.328 3485 2.082 1.203 1.087

% of Variance 37.314 13940 8.328 4811 4.349

Cumulative % of Variance 37.314 51.253 59.582 46.393 86.74

Notes:

Kaiser-Meyer-Olkin (KMO) Measure Sampling Adequacy = .914

Bartlett test of sphericity is significance at p. = 0.000

Only loading above 0.6 are displayed and variables are sorted by highest loading
Com* means Communalities

CITC* means Corrected Item-Total Correlations

o* means Cronbach Alpha

well above the recommended cut off point of 0.6 for large samples.
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The correlation matrix showed many correlations of r = 0.3 or greater, and this indicates
fit of data for factor analysis (Hair et al., 2010, p. 103; Pallant, 2010). Bartlett’s test of
sphericity is significant, which implies the presence of non-zero correlation among the
25 items and a high level of homogeneity among variables (Field, 2009, p. 648; Hair et
al., 2010). The overall measure of sampling adequacy (KMO) is 0.914 which is higher
than the cut-off point of 0.6 as recommended by Field (2009, p. 648) and Hair et al.
(2010). Owverall, these data satisfy the fundamental requirements for factor analysis
(Hair et al., 2010).
As shown in Table 5.12, the communalities for all items were above 0.5, the cut-off

suggested by Field (2009, p. 647). Also the mean value of all communalities was 0.654,



All items loaded significantly on a single factor. Factor loadings were all higher than
0.6 on their own factors as recommended by Hair et al. (2010). Items of four
components reciprocity, personal trust, empathy and face loaded on their respective
factors. However, the EFA resulted in a situation where the items of bonding and
affection loaded on a single factor. As a result, it was decided to merge them into one
component (factor). This factor was then renamed as ‘Affectional Bonding’. The reason
why bonding and affection loaded into one factor could be explained by the findings of
the qualitative phase results, in which Egyptian people were said to be ‘emotional’. The

main reason for bonding among people was found to be affection or emotions.

The factor loadings for retained items within affectional bonding, reciprocity, personal
trust, empathy and face ranged from 0.639 to 0.807, 0.771 to 0.823, 0.778 to 0.906,
0.602 to 0.811 and 0.64 to 0.809 respectively.

The reliability of each factor was tested. Cronbach’s alpha was used to assess the
reliability of the factors, and reflected satisfactory internal consistency. Scores for all
five factors exceeded 0.7, the cut-off point recommended by Nunnally and Bernstein
(1994), as shown in Table 5.12.

Moreover, the Corrected Item-Total Correlation (CITC) was used as one indicator of
internal consistency within variables’ items, which reflects the degree of correlation
between each item and the total score. CITC was used to evaluate whether all measures
demonstrated a dominant loading on the hypothesised factor and did not have
significant cross-loadings. The results of CITC for all items were satisfactory and above

the threshold of 0.4 recommended by Nunnally and Bernstein (1994).

5.3.2. Results of EFA for relationship investment programmes

Based on the literature and the results of the qualitative phase, relationship investment
programmes can be separated into three types; social programmes (3 items), structural
programmes (9 items) and financial programmes (7 items). Table 5.13 displays all of
the items used in this research to measure all of the relationship marketing investment

programmes.
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Table 5-13: Relationship investment programmes items before applying EFA

No. Variables  ltems
From this company, | often receive
1 Rl social 1 meals, entertainment, or gifts (pens sets, calendar, Ramadan calendar, diary)
2 RI social 2 greetings on the public and private occasions (Christmas, Eid, birthday, wedding)
3 RI social 3 special treatment or prestige or status
4 RI Structural 1 special reports and/or personalized information
5 RI Structural 2 special value-added benefits (inventory control, expediting, etc)
6 RI Structural 3 special structural change (tailored packaging, customized order processing)
7 Rl Structural 4 special dedicated personnel
8 RI Structural 5 special adaption of the company policies and procedures
9 Rl Structural 6~ first priority when requested products are available
10  RIStructural 7 products or services from other sources to resolve my problems
11 RI Structural 8 special news or transaction information that | need
12 RI Structural 9 a variety of ways to get information more efficiently
13 Rl Financial 1 free products or/and services
14  RIFinancial 2  special price or discounts
15  RIFinancial 3 special financial benefits and incentives
16 Rl Financial 4  additional discounts if | trade beyond a certain amount
17  RIFinancial 5  credit facilities
18 Rl Financial 6  my order without paying a deposit
19 Rl Financial 7 my order without paying first before delivery

Exploratory Factor analyses were performed for all relationship investment
programmes. The 19 items of the relationship investment programmes were subjected to
a first round of principal component analysis (PCA) using SPSS version 19. Prior to
performing PCA, the suitability of data for factor analysis was assessed through
inspection of the correlation matrix which revealed the presence of many coefficients of
0.3 or above and this indicates interrelationships among variables needed for factor
analysis. Also there were no values exceeding 0.80, which shows no problem of
multicollinearity or singularity and the data were fit for factor analysis (Hair et al.,

2010, p. 103; Pallant, 2010).

The KMO value was high at 0.926, which is regarded as excellent and exceeding the
minimum value of 0.6 suggested by Tabachnick and Fidell (2007), Field (2009) and
Pallant (2010). Additionally, the Bartlett Test of Sphericity indicated statistical
significance (sig value < 0.05). This means that there was sufficient correlation among
the variables to proceed to factor analysis (Hair et al., 2010). All the results supported
the factorability of the correlation matrix and the appropriateness of factor analysis.
Overall, these data satisfied the fundamental requirements for factor analysis (Hair et
al., 2010). KMO and Bartlett’s test are displayed in Table 5.14.
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Table 5-14: KMO and Bartlett’s test of factor analysis of

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .926
Bartlett's Test of Sphericity Approx. Chi-Square 4226.877
df 171
Sig. .000

Principal Components Analysis revealed the presence of three factors (components),
with eigenvalues exceeding 1.0, explaining approximately 52.786%, 7.667%, and
6.340% of the variance respectively and the three factors explained a total 66.8% of
variance (as shown in Table 5.15) which is regarded as satisfactory in social sciences
(Hair et al., 2010). A cumulative percentage in the range of 60% is acceptable in the

social science (Hair et al., 2010).

As shown in Table 5.15, the communalities for all items were above 0.5, which is
acceptable according to Field (2009), while the mean value of all communalities was
0.67, well above the recommended cut off point of 0.6. Thus, none of the items were
removed as a result of their communalities, and there was no need to repeat the factor

analysis.

To assess the unidimensional nature of the scale items, principal component loadings
were used, as recommended by Carmines and Zeller (1979). Item loadings were
examined and items with factor loadings less than 0.6 on their own factors or loaded
significantly on more than one factor were removed as recommended by Hair et al.
(2010). Four items were dropped from the total of 19 items because of low factor
loadings (less than 0.6) and cross-loadings, as shown in Table 5.16.

The factor loadings for retained items within the three factors representing financial
programmes, social programmes, and structural programmes ranged from 0.667 to
0.904, 0.646 to 0.885, and 0.634 to 0.760, respectively. Table 5.15 shows the results of

the initial exploratory factor analysis for relationship investment programmes.
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Table 5-15: The results of initial EFA for relationship investment programmes

No. Items Components (Factors)  Communalities Notes
F1 F2 F3

1 Financial Program (item 6) .904 739

2 Financial Program (item 7) .833 .654

3 Financial Program (item 5) .820 .666

4 Financial Program (item 4) 738 .555

5 Financial Program (item 1) 704 611

6 Financial Program (item 3) 676 .638

7 Financial Program (item 2) .667 .581

8 Social Program (item 2) .855 877

9 Social Program (item 1) .823 .788

10 Social Program (item 3) .646 759

11 Structural Program (item 3) .760 725

12 Structural Program (item 2) 127 126

13 Structural Program (item 1) 714 .661

14 Structural Program (item 9) .678 .546

15 Structural Program (item 8) .634 575

16 Structural Program (item 4) .380 .586 .679 Removed (1)

17 Structural Program (item 5) 446 495 .626 Removed (2)

18 Structural Program (item 6) 422 484 .669 Removed (3)

19 Structural Program (item 7) .556 .336 .615 Removed (4)

Mean Communalities .67

Eigenvalues 10.029 1.457 1.205

% of Variance 52.786 7.667  6.340

Cumulative % of Variance 52.786 60.453 66.794

Notes:

Kaiser-Meyer-Olkin (KMO) Measure Sampling Adequacy = .926

Bartlett test of sphericity is significancant at p. = 0.000

No.

Table 5-16: Relationship investment programmes items after applying EFA

Variable

Rl social 1
RI social 2
Rl social 3

Items
From this company, | often receive

meals, entertainment, or gifts (pens sets, calendar, Ramadan calendar, diary)
greetings on the public and private occasions (Christmas, Eid, birthday, wedding)

special treatment or prestige or status

O© 0O ~NO O PIWN -

RI Structural 1
RI Structural 2
RI Structural 3
RI Structural 4
RI Structural 5
RI Structural 6
RI Structural 7
RI Structural 8
RI Structural 9

special reports and/or personalized information
special value-added benefits (inventory control, expediting, etc)

special structural change (tailored packaging, customized order processing)

special dedicated personnel

special adaption of the company policies and procedures

first priority when requested products are available

products or services from other sources to resolve my problems
special news or transaction information that | need

a variety of ways to get information more efficiently

Removed (1)
Removed (2)
Removed (3)
Removed (4)

RI Financial 1
RI Financial 2
RI Financial 3
RI Financial 4
RI Financial 5
RI Financial 6
RI Financial 7

free products or/and services
special price or discounts

special financial benefits and incentives
additional discounts if | trade beyond a certain amount

credit facilities

my order without paying a deposit
my order without paying first before delivery
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After removing these four items the remaining 15 items were submitted to the final
round of factor analysis to reach a meaningful factor structure. The final exploratory
factor analysis for relationship investment programmes vyielded three components,
representing financial, social and structural programmes with eigenvalue greater than
1.00, and explaining 52.28%, 9.627%, and 6.851% of variance respectively, accounting
for 68.758% of cumulative variance. Table 5.18 contains the results of the final round of
exploratory factor analysis and reliability analysis for relationship investment

programmes. For simplicity, only loading above 0.6 are displayed.

The suitability of data for factor analysis was assessed through inspection of the
correlation matrix. The correlation matrix showed many correlations of r = 0.3 or
greater, and no values exceeding 0.80, which shows no problem of multicollinearity or
singularity and indicates fit of the data for factor analysis (Hair et al., 2010; Pallant,
2010).

Bartlett’s test of sphericity is significant, which implies the presence of non-zero
correlation among the 15 items and a high level of homogeneity among variables (Field,
2009). The overall measure of sampling adequacy (KMOQ) was high at 0.908, which is
considered excellent, and being well above the cut-off point of 0.6 suggested by
Tabachnick and Fidell (2007), Field (2009) and Pallant (2010). Overall, these data
satisfy the fundamental requirements for factor analysis (Hair et al., 2010). KMO and
Bartlett’s test are provided in Table 5.17.

Table 5-17: KMO and Bartlett’s Test of final EFA of relationship
investment programmes

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .908
Bartlett's Test of Sphericity Approx. Chi-Square 3105.369
df 105
Sig. .000

As shown in Table 5.18, the communalities for all items were above 0.5, which is
acceptable according to Field (2009, p. 647), while the mean value of all communalities
is 0.701, well above the recommended cut off point of 0.6 for a large sample. All items
loaded significantly on a single factor. Factor loadings were all higher than 0.6 on their
own factors as recommended by Hair et al. (2010). Items of the three components,
financial, social and structural programmes loaded on their respective factors as shown
in Table 5.18.
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Table 5-18: The results of final EFA and reliability analysis for relationship investment

Erog rammes

No. Items Components (Factors) Com* Reliability
F1 F2 F3 CITC* a*

Factor (1) .906

1  Financial Program 6 .896 761 7196

2 Financial Program 7 .826 .668 120

3 Financial Program 5 .800 .685 718

4 Financial Program 4 142 .564 .686

5  Financial Program 1 721 .637 .698

6 Financial Program 2 .688 .620 701

7  Financial Program 3 .687 .641 723

Factor (2) .868

8  Social Program 1 .844 .803 729

9 Social Program 2 .840 .868 .848

10 Social Program 3 .696 764 .673

Factor (3) .844

11  Structural Program 1 -.749 704 .663

12  Structural Program 3 - 734 134 674

13  Structural Program 9 -.691 .673 .663

14 Structural Program 2 -.686 710 .697

15 Structural Program 8 -.652 .684 .641

Mean Communalities 701

Eigenvalues 7.842 1.444 1.028

% of Variance 52.280 9.627 6.851

Cumulative % of Variance 52,280  61.907 68.758

Notes:

Kaiser-Meyer-Olkin (KMO) Measure Sampling Adequacy = 0.908

Bartlett test of sphericity is significancant at p. = 0.000

Only loading above 0.6 are displayed and variables are sorted by highest loading
Com™* means Communalities

CITC* means Corrected Item-Total Correlations

o* means Cronbach Alpha

The reliability of each factor was tested using Cronbach’s alpha. The values for each
factor were 0.906, 0.868, and 0.844 respectively, which is above the usual cut-off level
of 0.7 as recommended by Nunnally and Bernstein (1994) and reflects satisfactory

internal consistency for those items.

CITC, used to evaluate whether all measures demonstrated a dominant loading on the
hypothesised factor and did not have significant cross-loadings, was above 0.6 for all
items. Those results are satisfactory and above the threshold of 0.4. recommended by
Nunnally and Bernstein (1994). The interrelationships among these three factors were
also examined. The Factor Correlation Matrix, which is shown in Table 5.19, showed

that some factors are interrelated.
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Table 5-19: Factor correlation matrix of EFA on relationship
investment programmes factor

Component Correlation Matrix

Component 1 2 3

1 1.000 441 -478
2 441 1.000 -.307
3 -.478 -.307 1.000

Extraction Method: Principal Component Analysis.
Rotation Method: Oblimin with Kaiser Normalization.

This confirms the correctness of the decision to use direct oblimin rotation, and
expected correlation. The result provided by direct oblimin rotation is more meaningful

than that provided by orthogonal rotation for this data.

5.3.3. Results of EFA for relationship marketing variables

According to the theoretical foundations for this study, relationship marketing (RM)
could be measured through eight dimensions (variables): organisational trust (8 items),
commitment (8 items), conflict handling (8 items), communication (10 items), empathy
(7 items), shared values (5 items), reciprocity (6 items), and equity (6 items) giving 58
items in total. Table 5.20 displays all of the items used in this research to measure the

relationship marketing variables.
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Table 5-20: The relationship marketing variables and items highlighted the removed items after EFA

No. Variable Items
1 Reciprocity 1 The practice of ‘give and take’ of favours is a key part of the relationship between me and this company
2 Reciprocity 2 In the relationship between me and this company we feel a sense of obligation for doing each other favours
3 Reciprocity 3 The company should return the kindness, if | give assistance when the company has difficulties
4 Reciprocity 4 I should return the kindness, if the company gives me assistance when | have difficulties
5 Reciprocity 5 The company believes in “never forget a good turn” for me Removed (1)
6 Reciprocity 6 I believe in “never forget a good turn” for the company
7 Equity 1 I get a satisfying buy for the money Removed (2)
8 Equity 2 My dealings with this company are mutually beneficial Removed (3)
9 Equity 3 There is fairness in my dealings with the company Removed (4)
10  Equity 4 The company provides products or/and services at a satisfying price
11 Equity5 This company gives me real value
12 Equity 6 Overall we provide each other with equal benefits
13 Commitment 1 I am willing “to go an extra mile” to remain a customer of this company Removed (5)
14 Commitment 2 I can make sacrifices to help this company (e.g. money, effort, etc) Removed (6)
15  Commitment 3 I will continue to deal with this company even if its prices increase in the future Removed (7)
16 ~ Commitment 4 I have a desire to continue my relationship with the company Removed (8)
17 Commitment 5 My relationship with the company is worth my effort to maintain Removed (9)
18  Commitment 6 My relationship with the company is important to me
19  Commitment 7 My relationship with the company is something that I really care about
20  Commitment 8 My relationship with the company is a long-term relationship
21 Trustl The company can be trusted completely
22 Trust2 The company treats me honestly
23 Trust3 The company makes reliable promises
24 Trust4 The company fulfills its obligations to me as a customer/consumer
25  Trust5 The company provides me with products or/ and services in which | have confidence
26 | Trust6 The company can be counted on to do what is right Removed (10)
27 | Trust7 The company is always willing to provide quality products or/and services Removed (11)
28 | Trust8 The company carries out what the contact person promises Removed (12)
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No. Variable Items

29  Conflict Handling 1 The company tries to avoid potential conflicts Removed (13)
30  Conflict Handling 2 The company tries to solve manifest conflicts before they create problems Removed (14)
31  Conflict Handling 3 The company tries to get me involved in solving problems Removed (15)
32 Conflict Handling 4 The company tries to takes seriously any concerns | have

33  Conflict Handling 5 The company tries to solve my problems quickly

34 Conflict Handling 6 The company tries to solve my problems easily

35  Conflict Handling 7 The company tries openly and honestly to discuss solutions when problems arise

36  Conflict Handling 8 The company tries to put appropriate effort into resolving any concerns | have

37  Communication 1 The company provides timely information Removed (16)
38  Communication 2 The company provides reliable information

39  Communication 3 The company provides accurate information

40  Communication 4 The company provides complete information

41  Communication 5 The company provides regularly updated information on new products or/and services Removed (17)
42  Communication 6 The company provides regularly updated information on new developments

43  Communication 7 The company provides regularly updated information about benefits of products or/and services

44  Communication 8 The company provides regularly updated information about the events, or/and changes that may affect me

45  Communication 9 The company provides easy ways to contact it for any queries Removed (18)
46  Communication 10 The company overall, provides information with which | am satisfied Removed (19)
47  Empathy 1 Staff at this company understand my viewpoint Removed (20)
48  Empathy 2 Staff at this company understand my goals Removed (21)
49  Empathy 3 Staff at this company understand my needs Removed (22)
50 = Empathy 4 Staff at this company care about my feelings Removed (23)
51  Empathy 5 Staff at this company show sympathy when | have problems Removed (24)
52  Empathy 6 Staff at this company provide support when | have problems Removed (25)
53  Empathy 7 Staff at this company give me personalized attention Removed (26)
54  Shared Values 1 Staff at this company share the same values as me

55  Shared Values 2 Staff at this company share the same worldview as me

56  Shared Values 3 Staff at this company believe in the same things that | believe in

57  Shared Values 4 Staff at this company have the same opinion as me about most things

58  Shared Values 5 Staff at this company have the same feelings as me about things around us
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After two rounds of EFA, 26 items were removed as shown in Table 5.20. The final
round of EFA was performed for the remaining 32 items of relationship marketing
variables to reach a meaningful factor structure. Prior to performing PCA, the suitability
of data for factor analysis was assessed. Inspection of the correlation matrix revealed the
presence of many coefficients of r = 0.3 or above, and no values exceeding 0.80, which
indicates fit of the data for factor analysis (Hair et al., 2010; Pallant, 2010).

The KMO value was very high at 0.904, exceeding the value of 0.6 recommended by
Tabachnick and Fidell (2007), Field (2009) and Pallant (2010). Additionally, the
Bartlett's Test of Sphericity reached statistical significance, supporting the factorability
of the correlation matrix. The Chi square of 7165.771 with 496 df and significance
0.000 implies that the correlations between 32 items are (overall) significantly different
from zero, and there is a high level of homogeneity among variables (Field, 2009; Hair
et al., 2010). Accordingly, these data satisfy the fundamental requirements for factor

analysis (Hair et al., 2010). KMO and Bartlett’s test are provided in Table 5.21.

Table 5-21: KMO and Bartlett’s test of EFA for RM variables

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .904
Bartlett's Test of Sphericity Approx. Chi-Square 7165.771
df 496
Sig. .000

Principal Components Analysis revealed the presence of eight factors (components),
with eigenvalues exceeding 1.0, explaining approximately 37.466%, 9.456%, 7.588%,
5.587%, 4.805%, 4.191%, 3.399% and 3.222% of the variance respectively, and the
eight factors explained 75.714% of variance in total. The cumulative percentage of the
variance for the eight factors is considered more than satisfactory, compared with the

60% threshold suggested as satisfactory in social sciences (Hair et al., 2010, p. 109).

The communalities for all items were above 0.5, the cut-off point suggested by Field
(2009) also the mean value of all communalities is 0.757, well above the recommended
cut-off point of 0.6. Thus, none of the items were removed as a result of their

communalities.

All items loaded significantly on a single factor. Factor loadings were all higher than
0.6 on their own factors as recommended by Hair et al. (2010). Items of six components
conflict handling, reciprocity, shared values, commitment, organisational trust, and

equity, loaded on their respective factors as shown in Table 5.22. However, the
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communication items revealed two distinct factors, with items 2, 3, and 4 loaded on one
factor and items, 6, 7, and 8 loaded on another factor. It was thus decided that
communication should split into two dimensions in the later analysis. The first factor,
with items 6, 7, and 8 (provides regularly updated information on new developments,
provides regularly updated information about benefits of products or/and services, and
provides regularly updated information about the events, or/and changes that may affect
me), was renamed ‘Communication Process’ as these items really represent the
communication dimension of the relationship marketing construct. Also it was decided
to rename the factor with items 2, 3, and 4 (provides reliable information, provides
accurate information, and provides complete information) ‘Communication Quality’, as

these items represent the quality of the communication with customers.

The factor loadings for retained items within conflict handling, reciprocity, shared
values, commitment, communication, organisational trust, communication quality and
equity ranged from .634 to .805, .647 to .859, .710 to .930, .699 to .792, .806 to .887,
.721t0 .883, .613 t0 .783, and .649 to .778 respectively, as shown in Table 5.22.

The reliability of each factor was also tested using Cronbach’s alpha. The Cronbach
Alpha values for the eight factors reflect satisfactory internal consistency for those
items, as all exceed 0.8, which is above the usual cut-off level of 0.7 recommended by
Nunnally and Bernstein (1994) (see Table 5.22).

CITC was used to evaluate whether all measures demonstrated a dominant loading on
the hypothesised factor and did not have significant cross-loadings. The results for all
items were above 0.6, comfortably exceeding the threshold of 0.4 recommended by
Nunnally and Bernstein (1994).
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Table 5-22: The results of final EFA and reliability analysis for RM variables

No. Items Components (Factors) Com* Reliability
F1 F2 F3 Fa F5 F6 F7 F8 CITC* ¥

Factor (1) Conflict Handling .887
1  Conflict Handling 5 .805 775 72

2 Conflict Handling 7 137 741 127

3 Conflict Handling 6 .659 .756 781

4 Conflict Handling 4 .635 .601 .642

5  Conflict Handling 8 .634 .682 721

Factor (2) Reciprocity .891
6  Reciprocity 3 .859 784 .785

7  Reciprocity 2 .850 773 .788

8  Reciprocity 1 .828 728 726

9  Reciprocity 4 .810 742 753

10 Reciprocity 6 .647 .621 .623

Factor (3) Shared Values .928
11 Shared Values 3 -.930 .843 .846

12 Shared Values 4 -.894 .857 .857

13 Shared Values 5 -.891 .834 .832

14  Shared Values 2 -.818 .813 .828

15 Shared Values 1 -.710 737 .696

Factor (4) Commitment .854
16 Commitment 7 192 .836 .808

17 Commitment 8 .156 132 .638

18 Commitment 6 .699 732 739

Factor (5) Communication process .858
19 Communication 8 .887 797 707

20 Communication 6 .842 .801 .750

21 Communication 7 .806 .785 .740
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No. Items Components (Factors) Com* Reliability
F1 F2 F3 FA F5 F6 F7 F8 CITC* o*

Factor (6) Organisational Trust .909

22 Organisational Trust 1 .883 .790 .790

23 Organisational Trust 3 .802 74 794

24 Organisational Trust 5 197 743 .740

25 Organisational Trust 2 74 .766 .790

26  Organisational Trust 4 721 734 .738

Factor (7) Communication Quality .863

27 Communication Quality 4 .783 .848 791

28 Communication Quality 3 746 .812 .802

29 Communication Quality 2 .613 .659 .639

Factor (8) Equity .847

30 Equity 5 778 .809 .686

31 Equity 4 .691 726 .604

32  Equity 6 .649 .594 .664

Mean Communalities 757

Eigenvalues 11.989 3.026 2.428 1.788 1.538 1.341 1.088 1.031

% of Variance 37.466 9.456 7.588  5.587 4.805 4.191 3.399 3.222

Cumulative % of Variance 37.466 46.923 5451 60.098 64.903 69.093 72492 75.714

Notes:

Kaiser-Meyer-Olkin (KMO) Measure Sampling Adequacy = .904
Bartlett test of sphericity is significancant at p. = 0.000

Only loading above 0.6 are displayed and variables are sorted by highest loading

Com* means Communalities
CITC* means Corrected Item-Total Correlations
a* means Cronbach Alpha
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5.3.4. Results of EFA for relationship quality

The fourth exploratory factor analysis was performed for the relationship quality

variable. Based on the literature, relationship quality can be measured by four items.

Table 5.23 indicates the items used in this research to measure the relationship quality.
Table 5-23: Relationship quality items submitted to EFA

No. Variable Items

1 relationship quality 1 My relationship with the company meets my goals

2 o relationship quality 2 My relationship with the company fulfils my expectations
3 @ relationship quality 3 My relationship with the company is strong

4 relationship quality 4 My relationship with the company is excellent

Exploratory Factor Analyses were performed for relationship quality. The four items of
the relationship quality variable were subjected to PCA. Prior to performing PCA, the
suitability of data for factor analysis was assessed through inspection of the correlation
matrix which revealed the presence of many coefficients of 0.3 or above, indicating
interrelationships among variables needed for factor analysis, and no values exceeded
0.80, which shows no problem of multicollinearity or singularity and the data were fit
for factor analysis (Hair et al., 2010; Pallant, 2010).

Bartlett’s test of sphericity showed an approximate Chi square of 681.418 with 6 df and
significance 0.000. The overall measure of sampling adequacy (KMO) was 0.780 which
is higher than the cut-off point of 0.6 recommended by Tabachnick and Fidell (2007),
Field (2009) and Pallant (2010). Thus, the sample data satisfied the fundamental

requirements for factor analysis.

The communalities for all items were above 0.5, which is satisfactory (Field, 2009) and
the mean value of all communalities was 0.738, well above the recommended cut-off

point of 0.6, as shown in Table 5.24

Principal Components Analysis revealed the presence of one factor, with eigenvalue
equal 2.952, explaining 73.810% of the total variance. The cumulative percentage is
considered more than satisfactory, based on the criterion of 60%, which is regarded as

satisfactory in social sciences (Hair et al., 2010).
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Table 5-24: Results of EFA and reliability analysis for relationship quality

* Reliability
No. Items Factor Com CICT™ (@ *
Factor (1) Relationship Quality .880
1  Relationship Quality 3 .885 784 787
2 Relationship Quality 4 .869 .756 763
3 Relationship Quality 1 .854 729 733
4 Relationship Quality 2 .827 .683 .693
Mean Communalities 738
Eigenvalues 2.952
% of Variance 73.810
Cumulative % of Variance 73.810
Notes:

Kaiser-Meyer-Olkin (KMO) Measure Sampling Adequacy = .780

Bartlett test of sphericity is significancant at p. = 0.000

Only loading above 0.6 are displayed and variables are sorted by highest loading
Com* means Communalities

CITC* means Corrected Item-Total Correlations

a* means Cronbach Alpha

As only one factor was extracted for relationship quality, the factor matrix or unrotated
solution was examined instead of the pattern matrix or rotated solution. Factor solutions
are shown in Table 5.24. All items are loading substantially on only one factor. There
are no cross loadings. The factor loadings for all items within the relationship quality
factor ranged from .827 to .885, all exceeding the minimum loading criterion 0.6 as
recommended by Hair et al. (2010). The reliability of the factor was tested. Cronbach’s
alpha was 0.880, which met the acceptable reliability level of 0.70 (Hair et al., 2010).
CITC values are satisfactory and range from 0.693 to 0.787 all exceeding the minimum

loading criterion of .40.

5.3.5. Results of EFA for customer retention
The final exploratory factor analysis was performed for the customer retention variable.
Based on the literature, there are six questionnaire items were used to measure customer

retention, as shown in Table 5.25.

Table 5-25: Customer retention items submitted for EFA

. Variable ltems

No

1 customer retention 1 | have the intention to re-purchase from this company in future

2 customer retention2 | will continue to purchase from this company

3 customer retention3 | expect my relationship with this company to last for a long time

4 customer retention 4 | am willing to buy from this company for a premium price to reduce purchasing risk
5 customer retention5 | usually pay less attention to the competitors offers

6 customer retention 6 | recommend this company to all my social network (friends, colleagues and relatives)

Exploratory Factor Analyses were performed for customer retention (6 items). Prior to
conducting factor analysis, the suitability of the data was assessed. Examination of the

correlation matrix revealed that many correlation coefficients exceeded 0.30, but were
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not higher than 0.80, indicating some interrelationships among variables, but no

extreme multicollinearity or singularity (Field, 2009).

The measure of sampling adequacy was 0.811. Additionally, the Bartlett test of
sphericity indicated statistical significance, which meant that enough correlations
existed among the variables to proceed (Hair et al., 2010). All the results supported the
factorability of the correlation matrix, and that factor analysis was appropriate for the
data. The communalities for all items were above the 0.5 threshold suggested by Field
(2009) while the mean value of all communalities was 0.715, well above the

recommended cut off point of 0.6, as shown in Table 5.26.

Principal Components Analysis revealed the presence of one factor, with eigenvalue
equal 3.282, explaining 71.48% of the total variance, which is more than satisfactory,

compared to the suggested cut-off of 60% (Hair et al., 2010).

Since only one factor was extracted for the customer retention variable, the factor
matrix or unrotated solution was examined instead of the pattern matrix or rotated
solution. The factor solution is shown in Table 5.26. All items are loading substantially
on only one factor, with no cross loadings. The factor loadings for all items ranged from
0.662 to 0.927, all exceeding the minimum loading criterion of 0.6 recommended by
Hair et al. (2010). Cronbach’s alpha is 0.813, indicating acceptable reliability (Hair et
al., 2010). CITC values are satisfactory and range from 0.520 to 0.694 all exceeding the
minimum loading criterion of 0.40.

Table 5-26: The results of EFA and reliability analysis for customer retention

* Reliability
No. Items Factor Com CITC* (@*
Factor (1) Customer Retention .813
1 Customer Retention 5 .927 .818 .694
2 Customer Retention 3 .898 .781 .613
3 Customer Retention 1 .864 142 .606
4 Customer Retention 2 .864 716 577
5  Customer Retention 4 811 716 557
6  Customer Retention 6 .662 517 520
Mean Communalities 715
Eigenvalues 3.282
% of Variance 71.479
Cumulative % of Variance 71.479
Notes:

Kaiser-Meyer-Olkin (KMO) Measure Sampling Adequacy = 0.811

Bartlett test of sphericity is significancant at p. = 0.000

Only loading above 0.6 are displayed and variables are sorted by highest loading
Com* means Communalities

CITC* means Corrected Item-Total Correlations

a* means Cronbach Alpha
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Part Two: Hypotheses Testing

5.4. Introduction

Data purification and data reduction were completed in part one of this chapter. This
part focuses on quantitative data analysis to test the hypotheses to answer the research
questions 1, 2, and 3 related to the second phase of this research. Table 5.27 shows the
contents of this part, together with the statistics analysis used in this part.

Table 5-27: The contents of part two

Contents Statistics Analysis Used
Testing The Empirical Model to answer The
Research Questions 1, 2 and 3:

Testing Hypotheses from 1 to 6: The Direct | - Correlation

Relationships - Multiple regression
Testing Hypotheses 7 and 8: The Indirect | - Correlation
Relationships (Mediators) - Multiple regression

- Hierarchal multiple regression

- Bootstrapping method for intervention
relationships

Testing Hypotheses 9 and 10: Testing the Interaction | - Correlation

Relationships (Moderators) - Multiple regression

- Hierarchal multiple regression

- Bootstrapping method for interaction
relationships

5.5. Hypotheses testing of the empirical model

The updated empirical research models after the results of the EFA are shown in Figure
5.1a and b. Figure 5.1a shows all the direct relationships (hypotheses 1 to 6) and
interaction relationships (hypotheses 9 and 10) among the research variables. Figure
5.1b shows all the intervention (indirect) relationships (hypotheses 7 and 8). Moreover,

all the ten research hypotheses are shown in Table 5.28.
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Figure 5-1: The empirical research models
A) The empirical research model (direct and interaction relationships)
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B) The research empirical model (indirect effect)
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Table 5-28: Research hypotheses based on the empirical model

Hypotheses For The Direct Relationships — Figure (5.1a)

HZ1.There is a significant positive relationship between shabakat al-alakat (guanxi-type relationships in Egypt) and customer retention.

H1la.There are significant positive relationships of affectional bonding, reciprocity, personal trust, empathy, and face with customer retention.

H2.There is a significant positive relationship between relationship investment programmes and customer retention.

H2a.There are significant positive relationships of relationship investment social programmes, structural programmes and financial programmes with customer retention.

H3.There is a significant positive relationship between relationship investment programmes and relationship quality.

H3a.There are significant positive relationships of relationship investment social programmes, structural programmes and financial programmes with relationship quality.

H4.There is a significant positive relationship between relationship marketing and relationship quality.
H4a.There are significant positive relationships of organisational trust, commitment, conflict handling, communication process, communication quality, shared values,

reciprocity, and equity with relationship quality.

H5.There is a significant positive relationship between relationship marketing and customer retention.
H5a.There are significant positive relationships of organisational trust, commitment, conflict handling, communication process, communication quality, shared values,

reciprocity, and equity with customer retention.

H6.There is a significant positive relationship between relationship quality and customer retention.

Hypotheses For The Intervening Relationships (Mediators) — Figure (5.1b)

H7. Relationship quality mediates the relationship between relationship marketing and customer retention.

H8. Relationship quality mediates the relationship between relationship investment programmes and customer retention.

Hypotheses For The Interaction Relationships (Moderators) — Figure (5.1a)

H9. There is a significant difference in the impact of relationship marketing on customer retention between the different bases of shabakat al-alakat (guanxi base)

H10. There is a significant difference in the impact of relationship marketing on customer retention according to the strength of shabakat al-alakat (guanxi-type relationships in Egypt)

261



5.5.1. Correlation analysis

Prior to hypothesis testing, correlation analysis was conducted to gain some insights
into the relationships among all the variables used in the analysis. The correlation
matrix of correlation coefficients among the variables (Tables 5.29 to 5.32) revealed
significantly positive relationships between each pair of variables. Whilst the analysis
will proceed further with greater rigor and sophistication, this will be borne in mind in

subsequent interpretation.

First, the correlation of shabakat al-alakat with customer retention

The five variables of shabakat al-alakat (guanxi-type relationship in Egypt) are
statistically correlated with customer retention as shown in Table 5.29. Specifically,
affectional bonding (r = .316, p < 0.01), reciprocity (r = .132, p < 0.05), personal trust (r
= .315, p < 0.01), empathy (r = .325, p < 0.01), and face (r = .512, p < 0.01). Overall,
shabakat al-alakat has a positive relationship with customer retention (r = .390, p <
0.01).

All of the five variables of shabakat al-alakat have a positive relationship with
customer retention. Three variables; affectional bonding, personal trust, and empathy
have positive correlation coefficients greater than .30 with all p < 0.01, which is
regarded as indicating a medium association with customer retention. Face has a large
positive correlation coefficient (greater than .5) with customer retention, while

reciprocity has a small correlation with customer retention.

The correlation results seem to imply that the more affectional bonding, reciprocity,
personal trust, empathy and face exist between the staff members and the customers
from their network, the greater will be customer retention. These results provide early

and superficial indication, which will be examined further in the analysis that follows.

Table 5-29: Correlation matrix of shabakat al-alakat with customer retention

Shabakat Al-alakat VVariables Customer Retention
Affectional Bonding .316**
Reciprocity 132*
Personal Trust .351**
Empathy .325%*
Face 512**
Total shabakat al-alakat .390**

Pearson correlation coefficient used

*. Correlation is significant at the 0.05 level (1-tailed).
**_Correlation is significant at the 0.01 level (1-tailed).
N= 305
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Second, the correlation of relationship investment programmes with both
relationship quality and customer retention

The three relationship investment programmes are statistically correlated with
relationship quality and customer retention as shown in Table 5.30 The social
programmes are significantly correlated with relationship quality (r = .430, p < 0.01)

and customer retention (r = .413, p <0.01).

The correlation between structural programmes and both relationship quality and
customer retention are 0.485 and 0.482 respectively. Also the financial programmes are
significantly correlated with relationship quality and customer retention. Specifically, r

=.534 (p < 0.01) for relationship quality and for customer retention r = .537 (p < 0.01).

In general, the social and structural programmes have a positive medium correlation
with relationship quality and customer retention. The financial programmes have a

positive large correlation with both relationship quality and customer retention.

The previous results seem to imply that the more emphasis is placed on the three types
of relationship investment programmes the better relationship quality and customer
retention will be. These results provide early and superficial indication and will be

examined further in the analysis that follows.

Table 5-30: Correlation matrix of relationship investment programmes with
relationship quality and customer retention

. . Relationship Customer
Relationship Investment Programmes Quality Retention
Social programmes 4307 4137
Structural programmes 485" 4827
Financial programmes 534" 5377

Pearson correlation coefficient used
**_Correlation is significant at the 0.01 level (1-tailed).
N= 305

Third, the correlation of relationship marketing with both relationship quality and
customer retention

Relationship marketing is statistically correlated with relationship quality and customer
retention as shown in Table 5.31. The eight variables of relationship marketing are
significantly correlated with relationship quality. Specifically, reciprocity (r = .294, p <
0.01), equity (r = .605, p < 0.01), commitment (r = .700, p < 0.01), organisational trust
(r =.631, p < 0.01), conflict handling (r = .511, p < 0.01), communication quality (r =
558, p < 0.01), communication process (r = .401, p < 0.01), and Shared values (r =

399, p < 0.01). Also the eight variables of relationship marketing are significantly
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correlated with customer retention. Specifically, reciprocity (r = .375, p < 0.01), equity
(r =.568, p < 0.01), commitment (r = .649, p < 0.01), organisational trust (r = .677, p <
0.01), conflict handling (r = .483, p < 0.01), communication quality (r = .512, p <0.01),
communication process (r =.403, p < 0.01), and shared values (r = .478, p < 0.01). Over
all, relationship marketing overall has a positive strong relationship with both

relationship quality(r = .692, p < 0.01) and customer retention (r = .723, p < 0.01).

In line with expectations, all of the eight relationship marketing variables have a
positive relationship (with medium to large correlations) with relationship quality and
customer retention. Five variables; equity, commitment, organisational trust, conflict
handling and communication quality have positive correlation coefficients greater than
.50 (p < 0.01), with both relationship quality and customer retention, which is regarded
as a large association. Three variables; reciprocity, communication process and shared
values have medium positive correlation coefficients (greater than .290, p < 0.01) with

both relationship quality and customer retention.

Three variables; equity, organisational trust, and commitment, have the largest

correlations with both relationship quality and customer retention.

In line with earlier qualitative perspectives, the quantitative results seems to imply that
the more emphasis is placed on building trust and commitment, achieving equity,
handling conflicts and increasing the quality of communication the more customer
retention and relationship quality with the customers will be achieved. These results
provide early and superficial indication and will be examined further in the analysis that
follows.

Table 5-31: Correlation matrix for relationship marketing with relationship quality and
customer retention

Relationship Marketing Variables Relationship
Quality Customer Retention

Reciprocity 2947 375
Equity 605~ 586"
Commitment 7007 6497
Organisational Trust 6317 6777
Conflict Handling 5117 483™
Communication Quality 558" 5127
Communication Process 4017 403™
Shared Values 399 478
Total Relationship Marketing 692 723"

Pearson correlation coefficient used
**_Correlation is significant at the 0.01 level (1-tailed).
N= 305
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Fourth, the correlation between relationship quality and customer retention
Relationship quality is significantly correlated with customer retention with a
correlation coefficient r = 0.745 (p < 0.01) as shown in Table 5.32. In general,
relationship quality and customer retention have a positive large correlation, thus the
better the relationship quality with the customer, the greater the customer retention. This
result provides early and superficial indication and will be examined further in the
analysis that follows.

Table 5-32: Correlation matrix for relationship quality with customer retention

The Variable Customer Retention
Relationship Quality 457
Pearson correlation coefficient used

**_Correlation is significant at the 0.01 level (1-tailed).
N= 305

Examination of linear relationships among variables in correlation analysis yielded a
general understanding of the interrelationships between variables, as well as the
direction of each correlation. However, the interpretation of these correlations and their
directions cannot be expressed in any causal way (Field, 2009). Hypotheses will be
tested in the next section.

5.5.2. Testing hypotheses for direct relationships

Multiple regression analyses were conducted in order to test the hypotheses. The precise
set of independent variables were entered into the regression model and specified by the
researcher based on theoretical justification rather than selected by the SPSS
programme, such as stepwise estimation or forward addition and backward elimination.
This confirmatory specification approach allows the researcher to have total control
over the variable selection. Problems from specification errors due to either omission or
inclusion of independent variables are minimized because the selection of variables is
based on the literature and theoretically supported (Field, 2009; Hair et al., 2010). The
results from multiple regression analysis, the interpretation of the results, and the

discussion for each hypothesis are shown below.

5.5.2.1. Hypothesis 1
H1.There is a significant positive relationship between shabakat al-alakat (guanxi-type
relationships in Egypt) and customer retention

Hla.There are significant positive relationships of affectional bonding,

reciprocity, personal trust, empathy, and face with customer retention.
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Figure 5-2: Visualising hypothesisl before testing
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To test the first hypothesis (Figure 5.2), five variables of shabakat al-alakat were used
as independent variables while customer retention was used as the dependent variable.
All variables were derived from factor analysis. After estimation of the regression
model, the regression assumptions were tested identified via examination of the residual
plots, and outliers and influential observations via standardized residual values, Cook’s
distance, and Mahalanobis distances. Corrective actions and re-estimation of the
regression model are required if substantial violations of the assumptions are found or
influential observations are determined (Hair et al., 2010). It was found that there were
no serious assumption violation; however, 10 cases were identified as influential
observations and outliers, that could have excessive influence on the result; hence, they
were deleted from the analysis. The regression model was re-estimated after the deletion
of the influential cases. The results are shown in Table 5.33.

Table 5-33: The result of multiple regression analysis for hypothesis 1
Variables of shabakat al-alakat are independent variables and customer retention is the dependent

variable

Coefficient of Determination (R?) 0.226
Adjusted R? (Wherry’s equation) 0.213
Adjusted R? (Stein’s equation) 0.200

Std. Error of the estimate 0.536

Durbin Watson 1.703

F-value 16.913

Significance .000

. Unstandardized Standardized . . .
Variables Coefficients Coefficients Collinearity Statistics
B Std. Beta t-value Tolerance  VIF
Error

Constant 1511 272 5.562

Affectional Bonding .020 .041 026 .490 973 1.027
Personal Trust 233 .055 .260 4.229*** .708 1.413
Empathy .076 .056 090 1.362 .617 1.620
Face 178 .055 208 3.231** .649 1.541
Reciprocity .081 .038 114 2.157* .952 1.050

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level.
N=295
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The adjusted R? according to Wherry’s equation is .213, which means approximately 21
percent of the possible variance in customer retention is associated with a set of
shabakat al-alakat variables. It is found that the regression model is statistically
significant with F value of 16.913 (P < 0.001). Thus shabakat al-alakat significantly

explains customer retention.

“The adjusted R? gives idea of how well the model generalises and ideally, its value
[should] be the same as, or very close to, the value of R2.” In this model the difference
for the final model is very small (in fact the difference between the values is R? —
adjusted R? = 0.013). “This shrinkage means that if the model were derived from the
population rather than a sample it would account for approximately [1%] less variance
in the outcome” (Field, 2009, p. 235).

Moreover, adjusted R? Stein’s equation = 1 — [ (=) (=) (257)| (1 - 0.226) = 0.2

this value is very similar to the observed value of R? (0.226) indicating that the cross-

validity of this model is very good (Field, 2009).

The regression coefficients of affectional bonding and empathy are not statistically
significant. It implies that these two variables have no generalisable effect on customer
retention beyond this sample; hence, they should not be used for prediction or
explanation purposes. However, the regression coefficients of personal trust, face and
reciprocity are found to be significantly different from zero with t-values of 4.229,
3.231, and 2.157 respectively. It can be confidently concluded that personal trust, face
and reciprocity have a statistically significant effect in the regression model with a high
degree of certainty (95%); thus, they should be included in the regression equation. The
regression coefficients of personal trust, face and reciprocity are .233, .178 and .81
respectively which represents a positive relationship between shabakat al-alakat
through its variables and customer retention. In addition it is clear that personal trust has
the largest contribution in the regression equation and customer retention variance
compared to other variables, with a Beta value of 0.260, followed by face (0.208), and

reciprocity (0.114).

After this initial analysis Field (2009) suggests repeating the regression analysis after
removing any predictors that were not statistically significant in the initial analysis.
Thus the multiple regression was repeated after removing two variables affectional

bonding and empathy. The results are shown in Table 5.34.
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Table 5-34: The result of repeated multiple regression analysis for hypothesis 1

Variables of shabakat al-alakat are an independent variables and customer retention is the
dependent variable

Coefficient of Determination (R?) 0.221
Adjusted R? (Wherry’s equation) 0.213
Adjusted R? (Stein’s equation) 0.202
Std. Error of the estimate 0.536
Durbin Watson 1.719
F-value 27.521
Significance .000
. Unstandardized Standardized . . .
Variables Coefficients Coefficients Collinearity Statistics
B EStd' Beta t-value Tolerance  VIF
rror
Constant 1.502 .237 6.325
Personal Trust .256 .052 .285 4,938*** .805 1.242
Face 211 .050 .246 4,228*** 791 1.264
Reciprocity .085 .037 119 2.270* .967 1.035

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level.
N= 295

The regression assumptions were tested via examination of the residual plots, and the
outliers and influential observations identified via standardized residual values, Cook’s

distance, and Mahalanobis distances. No serious assumption violation was found.

The repeated multiple regression analysis provides an adjusted R? (Wherry’s) is .213,
which means approximately 21 percent of the possible variance in the customer
retention is associated with a set of shabakat al-alakat variables. It is found that the
regression model is statistically significant with F value of 27.521 (P < 0.001). Thus

shabakat al-alakat significantly explains the customer retention.

In this repeated model the difference between R? and adjusted R? is very small (in fact
the difference between the values is R? — adjusted R? = 0.008). This shrinkage means
that if the model were derived from the population rather than a sample it would
account for approximately 0.8% less variance in the outcome (Field, 2009, p. 235).
Moreover, adjusted R? using Stein’s formula is 0.202. The value is very similar to the
observed value of R? (0.221) indicating that the cross-validity of this model is very
good (Field, 2009).

The regression coefficients of personal trust, face and reciprocity are again found to be
significantly different from zero with the t-value of 4.938, 4.228 and 2.270 respectively.
It can be confidently concluded that personal trust, face and reciprocity have a
statistically significant effect in the regression model with a high degree of certainty
(95%) as shown in Figure 5.3; thus, they should be included in the regression equation.
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The regression coefficients of personal trust, face and reciprocity are 0.256, 0.211 and
0.085 respectively, which represent a positive relationship between shabakat al-alakat

through its variables and customer retention.

In addition it is clear that personal trust has the largest contribution in the regression
equation and customer retention variation compared to other variables, with a Beta
value of 0.285, followed by face (0.246) then reciprocity (0.097) as shown in Figure
5.3. Finally, all the previous results provide support for hypothesis 1, and partial
support for Hla.

Figure 5-3: The results of hypothesis 1
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***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level.

5.5.2.2. Hypothesis 2
H2.There is a significant positive relationship between relationship investment
programmes and customer retention.
H2a.There are significant positive relationships of relationship investment
social programmes, structural programmes and financial programmes with
customer retention.
Figure 5-4: Visualising hypothesis 2 before testing
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To test the second hypothesis (Figure 5.4), three relationship investment programmes
were used as independent variables while customer retention was used as the dependent

variable. All variables were derived from factor analysis. After estimation of the
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regression model, the regression assumptions were tested via examination of the
residual plots, and the outliers and influential observations identified via standardized
residual values, Cook’s distance, and Mahalanobis distances. NO serious assumption
violation was found; however, some cases were identified as influential observations
and outliers, that would have excessive influence on the result; hence, they were deleted
from the analysis. The regression model was re-estimated after the deletion of the
influential cases. The results are shown in Table 5.35.

Table 5-35: The result of multiple regression analysis for hypothesis 2

RI1 programmes are independent variables and customer retention is the dependent variable

Coefficient of Determination (R?) 0.318
Adjusted R? (Wherry’s equation) 0.311
Adjusted R? (Stein’s equation) 0.310
Std. Error of the estimate 0.502
Durbin Watson 1.735
F-value 45,143
Significance .000

. Unstandardized Standardized . . .
Variables Coefficients Coefficients Collinearity Statistics

B Std. Error Beta t-value Tolerance VIF

Constant 2.232 121 18.504
Social Programmes .041 .040 .067 1.043 .566 1.768
Structural .162 .056 232 2.914** .369 2.707
Programmes
Financial .215 .051 .319 4.204*** 407 2.456
Programmes

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level.
N=300

The adjusted R? (Wherry’s) is .311, which means 31 percent of the possible variance in
the customer retention is associated with relationship investment programmes. It is
found that the regression model is statistically significant with F value of 45.143 (P <
0.001). Thus relationship investment programmes significantly explain the customer

retention.

In this model the difference between R? and adjusted R? is very small (in fact the
difference between the values is R?— adjusted R? = 0.007). This shrinkage means that if
the model were derived from the population rather than a sample it would account for
0.7% less variance in the outcome (Field, 2009, p. 235). Moreover, adjusted R?
according to Stein’s formula is 0.31. The value of adjusted R’ according to Stein’s
equation is very similar to the observed value of R’ (0.318) indicating that the cross-

validity of this model is very good (Field, 2009).

The regression coefficients of structural and financial programmes are found to be
significantly different from zero with t values of 2.914 and 4.204 respectively. It can be
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confidently concluded that structural and financial programmes have a statistically
significant effect in the regression model with a high degree of certainty (95%). Thus,
these types of programmes are making a statistically significant unique contribution to
the equation and they should be included in the regression equation. The regression
coefficients of structural and financial programmes are 0.162 and 0.215 respectively
which represents the positive relationship between relationship investment programmes
and customer retention. However, the regression coefficient of social programmes is not
statistically significant. It implies that social program have no generalisable effect on
customer retention beyond this sample. This variable does not make a significant unique
contribution to the prediction of the customer retention; hence, it should not be used for
prediction or explanation purposes. In line with expectation, financial programmes has
the largest contribution to the regression equation and customer retention variation

(Beta value = 0.319) compared to structural programmes (Beta value = 0.232).

Following Field (2009) suggestion, multiple regression was repeated after removing
social programmes. The regression results are shown in Table 5.36.

Table 5-36: The result of repeated multiple regression analysis for hypothesis 2

RI programmes are independent variables and customer retention is the dependent variable

Coefficient of Determination (R?) 0.315

Adjusted R? (Wherry’s equation) 0.310

Adjusted R? (Stein’s equation) 0.303

Std. Error of the estimate 0.502

Durbin Watson 1.736

F-value 67.150

Significance .000

Variables Unstandardized Standardized Collinearity
Coefficients Coefficients Statistics
B Std. Beta t-value Tolerance VIF

Error

Constant 2.253 119 18.974

Structural .183 .052 .262 3.536*** 426 2.347

Programmes

Financial .226 .050 .336 4.524*** 426 2.347

Programmes

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level.
N=300

The regression assumptions were tested via examination of the residual plots, and the
outliers and influential observations identified via standardized residual values, Cook’s
distance, and Mahalanobis distances. It was found that there is no serious assumption
violation.

The repeated multiple regression analysis provides an adjusted R’ (Wherry’s) is .310,
which means 31 percent of the possible variation in the customer retention is associated
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with relationship investment programmes. It is found that the regression model is
statistically significant with F value of 67.150 (P < 0.001). Thus, relationship

investment programmes significantly explain customer retention.

In this repeated model the difference between R? and adjusted R? is very small (in fact
the difference between the values is R? — adjusted R? = 0.005). This shrinkage means if
the model were derived from the population rather than a sample it would account for
approximately 0.5% less variance in the outcome (Field, 2009, p. 235). Moreover,
adjusted R? according to Stein’s formula is 0.303. The value is very similar to the
observed value of R? (0.315) indicating that the cross-validity of this model is very
good (Field, 2009).

The regression coefficients of structural and financial programmes are again found to be
significantly different from zero with t values of 3.536 and 4.524 respectively (P <
0.001). It can be confidently concluded that structural and financial programmes have a
statistically significant effect in the regression model with a high degree of certainty
(95%); thus, these types of programmes are making a statistically significant unique
contribution to the equation and they should be included in the regression equation. The
regression coefficients of structural and financial programmes are 0.183 and 0.226
respectively, which represents a positive relationship between relationship investment

programmes and customer retention.

In line with expectation, financial programmes has the largest contribution in the
regression equation (Beta value = 0.336) and customer retention variation compared to
structural programmes (Beta value = 0.262) as shown in Figure 5-5. Finally, all the
previous results provide support for hypothesis 2, and offer partial support for
H2a.

Figure 5-5: The results of hypothesis 2
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5.5.2.3. Hypothesis 3
H3.There is a significant positive relationship between relationship investment
programmes and relationship quality.
H3a.There are significant positive relationships of relationship investment social
programmes, structural programmes and financial programmes with relationship
quality.
Figure 5-6: Visualising Hypothesis 3 before Testing

Relationship Investment
Programs

Social Programs

Structural Programs H3.——p»| Relationship Quality
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To test the third hypothesis (Figure 5.6), three relationship investment programmes
were used as independent variables while relationship quality was used as the dependent
variable. All variables were derived from factor analysis. After estimation of the
regression model, the regression assumptions were tested via examination of the
residual plots, and outliers and influential observations identified via standardized
residual values, Cook’s distance, and Mahalanobis distances. Corrective actions and re-
estimation of the regression model were not required, as no substantial violations of the
assumptions were found or influential observations determined (Hair et al., 2010). The
results are shown in Table 5.37.

Table 5-37: The results of multiple regression analysis for hypothesis 3

RI programmes are independent variables and relationship guality is the dependent variable

Coefficient of Determination (R?) 0.337

Adjusted R? (Wherry’s equation) 0.330

Adjusted R? (Stein’s equation) 0.326

Std. Error of the estimate 0.526

Durbin Watson 1.990

F-value 49.228

Significance .000

. Unstandardized Standardized . . .

Variables Coefficients Coefficients Collinearity Statistics
B Std. Error Beta t-value Tolerance VIF

Constant 2.257 126 17.855

Social Programmes .047 .042 071 1.119 .566 1.768

ﬁﬁgﬁta“r;ar;es 182 058 245 3115w 369 2707

E:gg?gﬁ%es 230 054 322 4297w 407 2456

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level.
N= 305
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The adjusted R? (Wherry’s) is .330, which means 33 percent of the possible variation in
the relationship quality is associated with relationship investment programmes. It is
found that the regression model is statistically significant with F value of 49.228 (P <
0.001). Thus relationship investment programmes significantly explain relationship

quality.

In this model the difference between R? and adjusted R? is 0.007. This shrinkage means
if the model were derived from the population rather than a sample it would account for
0.7% less variance in the outcome (Field, 2009, p. 235). Moreover, R? according to
Stein’s formula is 0.326. The value of adjusted R? according to Stein’s equation is very
similar to the observed value of R? (0.337) indicating that the cross-validity of this

model is very good (Field, 2009)

The regression coefficients of structural and financial programmes are found to be
significantly different from zero with t values of 3.115 and 4.297 respectively (P <
0.001). It can be confidently concluded that structural and financial programmes have a
statistically significant effect in the regression model with a high degree of certainty
(95%); thus, these types of programmes are making a statistically significant unique
contribution to the equation and they should be included in the regression equation. The
regression coefficients of structural and financial programmes are 0.182 and 0.230
respectively, which represent a positive relationship between relationship investment
programmes and relationship quality. However, the regression coefficient of social
programmes is not statistically significant, which implies that social programmes has no
generalisable effect on the relationship quality beyond this sample and it is not making a
significant unique contribution to the prediction of the relationship quality with the
customer; hence, it should not be used for prediction or explanation purposes. Financial
programmes has the largest contribution in the regression equation and relationship
quality variation (Beta value = 0.322) compared to the structural programmes (Beta
value = 0.245).

Field (2009) suggests repeating the regression analysis after removing any predictors
that were not statistically significant in the initial analysis. Thus, the multiple regression
was repeated after removing social programmes. The regression results are shown in
Table 5.38.
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Table 5-38: The results of repeated multiple regression analysis for hypothesis 3

RI1 programmes are Independent Variables and Relationship Quality is the Dependent Variable

Coefficient of Determination (R?) 0.334
Adjusted R? (Wherry’s equation) 0.329
Adjusted R? (Stein’s equation) 0.325
Std. Error of the estimate 0.526
Durbin Watson 1.992
F-value 73.153
Significance .000
vVariables Unstandardized Standardized Collinearity
Coefficients Coefficients Statistics
Std.
B Error Beta t-value Tolerance VIF
Constant 2.282 125 18.323
Structural .206 .054 277 3.781*** 426 2.347
Programmes
Financial 243 .052 .339 4,634*** 426 2.347
Programmes

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level.
N= 305

The regression assumptions were tested via examination of the residual plots, and
outliers and influential observations identified via standardized residual values, Cook’s
distance, and Mahalanobis distances. It was found that there is no serious assumption

violation.

The repeated multiple regression analysis provides an adjusted R? (Wherry’s) is .329,
which means approximately 33 percent of the possible variation in the relationship
quality is associated with relationship investment programmes. It is found that the
regression model is statistically significant with an F value of 73.153 (P < 0.001). Then

relationship investment programmes significantly explain relationship quality.

In this repeated model the difference between R? and adjusted R? is 0.005. This
shrinkage means if the model were derived from the population rather than a sample it
would account for approximately 0.5% less variance in the outcome (Field, 2009, p.
235). Moreover, R’ according to Stein’s formula is 0.325. The value is very similar to
the observed value of R? (0.334) indicating that the cross-validity of this model is very

good.

The regression coefficients of structural and financial programmes are again found to be
significantly different from zero with t values of 3.781 and 4.634 respectively (P <
0.001). It can be confidently concluded that structural and financial programmes have a
statistically significant effect in the regression model with a high degree of certainty

(95%); thus, these types of programmes are making a statistically significant unique
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contribution to the equation and they should be included in the regression equation. The
regression coefficients of structural and financial programmes are 0.206 and 0.243
respectively, which represents a positive relationship between relationship investment
programmes and relationship quality. Financial programmes has the largest contribution
at the regression equation and relationship quality variation (Beta value = 0.339)
compared to structural programmes (Beta value = 0.277) as shown in Figure 5.7.
Finally, all the previous results provide support for hypothesis 3, and offer partial
support for H3a.
Figure 5-7: The results of hypothesis 3
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***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level.

5.5.2.4. Hypothesis 4
H4.There is a significant positive relationship between relationship marketing and
relationship quality
H4a.There are significant positive relationships of organisational trust,
commitment, conflict handling, communication process, communication

quality, shared values, reciprocity, and equity with relationship quality

Figure 5-8: Visualising hypothesis 4 before testing
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To test the fourth hypothesis (Figure 5.8), eight relationship marketing variables were
used as an independent variables while relationship quality was used as a dependent
variable. All variables were derived from factor analysis. After estimation of the
regression model, the regression assumptions were tested via examination of the
residual plots, and outliers and influential observations identified via standardized
residual values, Cook’s distance, and Mahalanobis distances. Corrective actions and re-
estimation of the regression model are required; if substantial violations to the
assumptions are found or influential observations are determined (Hair et al., 2010).
Although, no serious assumption violation was found; however, 10 cases were
identified as influential observations and outliers, which could have excessive influence
on the result; hence, they were deleted from the analysis. The regression model was re-
estimated after the deletion of the influential cases. The results are shown in Table 5.39.

Table 5-39:The results of multiple regression analysis for hypothesis 4

Relationship marketing is the independent variable and relationship guality is the dependent variable

Coefficient of Determination (R?) 0.680

Adjusted R? (Wherry’s equation) 0.671

Adjusted R? (Stein’s equation) 0.660

Std. Error of the estimate 0.368

Durbin Watson 2.027

F-value 75.922

Significance .000

. Unstandardized Standardized . . L
Variables Coefficients Coefficients Collinearity Statistics
B ESrt;j c;r Beta t-value Tolerance VIF

Constant .062 167 370
Reciprocity 011 .028 .015 401 773 1.294
Equity 195 .047 192 4.160*** 525 1.904
Commitment 391 .045 404 8.727*** 521 1.918
Organisational Trust .358 .052 .327 6.888*** 497 2.011
Conflict Handling .010 .057 .010 .180 .383 2.611
Communication

Quality .036 .053 .036 .684 402 2.490
Communication .031 .042 .033 749 .585 1.711
Shared Values .051 .036 .058 1.414 .666 1.502

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level.
N= 295

As shown in Table 5.39 the adjusted R? (Wherry’s) is .67, which means 67 percent of
the possible variation in the relationship quality is associated with a set of relationship
marketing variables. It is found that the regression model is statistically significant with
F-value of 75.922 (P < 0.001). Thus, relationship marketing significantly explains the

relationship quality.

In this model the difference between R? and adjusted R? is 0.009). This shrinkage
means if the model were derived from the population rather than a sample it would

account for approximately 0.9% less variance in the outcome (Field, 2009, p. 235).
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Moreover, R? according to Stein’s formula is 0.66 which is very similar to the observed
value of R? (0.68) indicating that the cross-validity of this model is very good (Field,
2009).

The regression coefficients of equity, commitment and organisational trust are found to
be significantly different from zero with t values of 4.160, 8.727, and 6.888 respectively
(P < 0.001). It can be confidently concluded that equity, commitment and organisational
trust have a statistically significant effect in the regression model with a high degree of
certainty (95%); thus, they should be included in the regression equation. The
regression coefficients of equity, commitment and organisational trust are 0.195, 0.391,
and 0.358 respectively, which represent a positive relationship between relationship
marketing and relationship quality. In addition it is clear that commitment has the
largest contribution at the regression equation and relationship quality variation
compared to other variables, with a Beta value of 0.404, followed by organisational
trust (0.327), and equity (0.192) respectively. However, the regression coefficients of
reciprocity, conflict handling, communication quality, communication process, and
shared values are not statistically significant. This implies that these five variables have
no generalisable effect on the relationship quality beyond this sample; hence, they

should not be used for prediction or explanation purposes.

Following Field (2009) suggestion to repeat the regression analysis after removing any
predictors that were not statistically significant in the initial analysis, multiple
regression was repeated after removing five variables; reciprocity, conflict handling,
communication quality, communication process, and shared values, as shown in Table
5.40.

Table 5-40: The results of repeated multiple regression analysis for hypothesis 4
Relationship marketing is the independent variable and relationship guality is the dependent variable

Coefficient of Determination (R?) 0.675
Adjusted R? (Wherry’s equation) 0.671
Adjusted R? (Stein’s equation) 0.670
Std. Error of the estimate 0.368
Durbin Watson 2.066
F-value 201.281
Significance .000
. Unstandardized Standardized . . I
Variables Coefficients Coefficients Collinearity Statistics
B Esrtr(jdr Beta t-value Tolerance VIF
Constant .012 157 .074
Equity .202 .045 .199 4.482%** .568 1.761
Commitment 412 .042 426 9.739*** .585 1.710
Organisational Trust .384 .045 .350 8.453*** .651 1.536

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level. - N=295
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The regression assumptions were tested via examination of the residual plots, and
outliers and influential observations identified via standardized residual values, Cook’s
distance, and Mahalanobis distances. It was found that there is no serious assumption

violation.

As shown in Table 5.40, the repeated multiple regression analysis provides an adjusted
R? (Wherry’s) is .67, which means 67 percent of the possible variation in the
relationship quality is associated with a set of relationship marketing variables. It is
found that the regression model is statistically significant with F-value of 201.281 (P <
0.001). Thus, relationship marketing significantly explains the relationship quality. In
this repeated model the difference between R? and adjusted R? is 0.004. This shrinkage
means if the model were derived from the population rather than a sample it would
account for approximately 0.4% less variance in the outcome (Field, 2009, p. 235).
Moreover, R? according to Stein’s formula is 0.67 which is very similar to the observed
value of R? (0.675) indicating that the cross-validity of this model is very good (Field,
2009, p.235).

The regression coefficients of equity, commitment and organisational trust are again
found to be significantly different from zero with t values of 4.482, 9.739, and 8.453
respectively (P < 0.001). It can be confidently concluded that equity, commitment and
organisational trust have a statistically significant effect in the regression model with a
high degree of certainty (95%); thus, they should be included in the regression equation.
The regression coefficients of equity, commitment and organisational trust are 0.202,
0.412, and 0.384 respectively, which represents a positive relationship between
relationship marketing and relationship quality. In addition it is clear that commitment
has the largest contribution in the regression equation and the relationship quality
variation compared to other variables, with a Beta value of 0.426, followed by
organisational trust (0.350), and equity (0.199) respectively, as shown in Figure 5.9.
Finally, all the previous results provide support for hypothesis 4, and offer partial
support for H4a.
Figure 5-9: The results of hypothesis 4
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5.5.2.5. Hypothesis 5
H5.There is a significant positive relationship between relationship marketing and
customer retention.
Hb5a.There is a significant positive relationship of organisational trust,
commitment, conflict handling, communication process, communication quality,
shared values, reciprocity, and equity with customer retention.
Figure 5-10: Visualising hypothesis 5 before testing
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To test the fifth hypothesis (Figure 5.10), eight relationship marketing variables were
used as independent variables while customer retention was used as the dependent
variable. All variables were derived from factor analysis. After estimation of the
regression model, the regression assumptions were tested via examination of the
residual plots, and outliers and influential observations identified via standardized
residual values, Cook’s distance, and Mahalanobis distances. It was found that there is
no serious assumption violation; however, 8 cases were identified as influential
observations and outliers, that may have excessive influence on the result; hence, they
were deleted from the analysis. The regression model was re-estimated after the deletion
of the influential cases. The results are shown in Table 5.41.

Table 5-41: The results of multiple regression analysis for hypothesis 5
Relationship marketing is the independent variable and customer retention is the dependent variable

Coefficient of Determination (R?) 0.658

Adjusted R? (Wherry’s equation) 0.648

Adjusted R? (Stein’s equation) 0.640

Std. Error of the estimate 0.358

Durbin Watson 1.756

F-value 68.756

Significance .000

Variables Unstandardized Coefficients Standardized Coefficients Collinearity Statistics

B Std. Error Beta t-value Tolerance VIF

Constant .005 162 .029
Reciprocity .076 .028 .108 2.754%** 773 1.294
Equity 167 .046 174 3.649*** 525 1.904
Commitment .229 .044 .251 5.249*** 521 1.918
Organisational Trust 438 .051 425 8.659*** 497 2.011
Conflict Handling .109 .055 111 1.978* .383 2.611
Communication Quality .016 .052 .017 315 402 2.490
Communication .022 .041 .024 541 585 1711
Shared Values 133 .035 .160 3.775%** .666 1.502

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level. - N= 297
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The adjusted R? (Wherry’s) is .648, which means approximately 65 percent of the
possible variation in the customer retention is associated with a set of relationship
marketing variables. It is found that the regression model is statistically significant with
an F value of 68.756 (Sig. = 0.000; P < 0.001). Then relationship marketing

significantly explains customer retention.

In this model the difference between R? and adjusted R? is 0.01. This shrinkage means
if the model were derived from the population rather than a sample it would account for
approximately 1% less variance in the outcome (Field, 2009, p. 235). Adjusted R?
according to Stein’s formula is 0.64 which is very similar to the observed value of R?
(0.658) indicating that the cross-validity of this model is very good (Field, 2009).

The regression coefficients of reciprocity, equity, commitment, organisational trust,
conflict handling, and shared values were found to be significantly different from zero
with t-values of 2.754, 3.649, 5.249, 8.659, 1.978 and 3.775 respectively. It can be
confidently concluded that reciprocity, equity, commitment, organisational trust,
conflict handling, and shared values have a statistically significant effect in the
regression model with a high degree of certainty (95%); thus, they should be included in
the regression equation. The regression coefficients of reciprocity, equity, commitment,
organisational trust, conflict handling, and shared values are 0.076, 0.167, 0.229, 0.438,
0.109, and 0.133 respectively, which represents a positive relationship between
relationship marketing through its variables and customer retention. However, the
regression coefficients of communication quality and communication process are not
statistically significant. It implies that these two variables have no generalisable effect
on customer retention beyond this sample; hence, they should not be used for prediction

or explanation purposes.

In addition it is clear that organisational trust has the largest contribution in the
regression equation and customer retention variation compared to other variables, with a
Beta value of 0.425, followed by commitment (0.251), equity (0.174), shared values
(0.160), conflict handling (0.111) and reciprocity (0.108).

After this initial analysis Field (2009) suggests repeating the regression analysis after
removing any predictors that were not statistically significant in the initial analysis. The
multiple regression was repeated after removing two variables, communication process

and communication quality. The regression results are shown in Table 5.42.
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The regression assumptions were tested via examination of the residual plots, and
outliers and influential observations identified via standardized residual values, Cook’s
distance, and Mahalanobis distances. It was found that there is no serious assumption

violation.

The repeated multiple regression analysis provides an adjusted R? (Wherry’s) is .65,
which means approximately 65 percent of the possible variation in the customer
retention is associated with the set of relationship marketing variables. It is found that
the regression model is statistically significant with an F value of 92.082 (P < 0.001).

Thus, relationship marketing significantly explains the customer retention.

In this repeated model the difference between R? and adjusted R? is 0.007. This
shrinkage means if the model were derived from the population rather than a sample it
would account for approximately 0.7% less variance in the outcome (Field, 2009, p.
235). Also the adjusted R? using Stein’s formula is 0.65 which is very similar to the
observed value of R? (0.657) indicating that the cross-validity of this model is very
good.

Table 5-42: The results of reeeated multiele regression analxsis for hzeothesis 5

Relationship marketing is the independent variable and customer retention is the dependent variable

Coefficient of Determination (R?) 0.657
Adjusted R? (Wherry’s equation) 0.650
Adjusted R? (Stein’s equation) 0.650
Std. Error of the estimate 0.357
Durbin Watson 1.748
F-value 92.082
Significance .000

Unstandardized

Variables Coeffici Standardized Coefficients  Collinearity Statistics
oefficients
B Std. Error Beta t-value Tolerance VIF
Constant .015 .159 .094
Reciprocity .076 .027 .108 2.760*** 776 1.289
Equity 173 .044 181 3.891*** 551 1.815
Commitment 232 .043 .254 5.350*** 527 1.899
Organisational Trust 446 .048 433 9.252*** .543 1.843
Conflict Handling .095 .048 .097 1.974* .496 2.017
Shared Values 135 .035 163 3.891*** .681 1.469
***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level. -  N=297

The regression coefficients of reciprocity, equity, commitment, organisational trust,
conflict handling, and shared values are again found to be significantly different from
zero with t-values of 2.76, 3.891, 5.350, 9.252, 1.974 and 3.891 respectively. It can be
confidently concluded that reciprocity, equity, commitment, organisational trust,
conflict handling, and shared values have a statistically significant effect in the
regression model with a high degree of certainty (95%) as shown in Figure 5.11; thus,
they should be included in the regression equation. The regression coefficients of
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reciprocity, equity, commitment, organisational trust, conflict handling, and shared
values are 0.076, 0.173, 0.232, 0.446, 0.095, and 0.135 respectively, which represents a
positive relationship between relationship marketing through its variables and customer
retention. In addition it is clear that organisational trust has the largest contribution in
the regression equation and customer retention variation compared to other variables,
with a Beta value of 0.433, followed by commitment (0.254), equity (0.181), shared
values (0.163), reciprocity (0.108) and conflict handling (0.097), as shown in Figure
5.11. Finally, all the previous results provide support for hypothesis 5, and offer
partial support for H5a.
Figure 5-11: The results of hypothesis 5
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5.5.2.6. Hypothesis 6
H6.There is a significant positive relationship between relationship quality and
customer retention.

Figure 5-12: Visualising hypothesis 6 before testing
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To test the sixth hypothesis (Figure 5.12), relationship quality was used as the
independent variable while customer retention was used as the dependent variable. All
variables were derived from factor analysis. After estimation of the regression model,
the regression assumptions were tested via examination of the residual plots, and
outliers and influential observations identified via standardized residual values, Cook’s
distance, and Mahalanobis distances. It was found that there is no serious assumption
violation; however, 13 cases were identified as influential observations and outliers, that
may have excessive influence on the result; hence, they were deleted from the analysis.
The regression model is re-estimated after the deletion of the influential cases. The

results are shown in Table 5.43.
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Table 5-43: The results of multiple regression analysis for hypothesis 6

Relationship quality is the independent variable and customer retention is the dependent variable

Coefficient of Determination (R?) 0.539
Adjusted R? (Wherry’s equation) 0.537
Adjusted R? (Stein’s equation) 0.535
Std. Error of the estimate 0.410
Durbin Watson 1.705
F-value 338.758
Significance .000
Variables Urg;z?fciiggcrilltzsed Standardized Coefficients  Collinearity Statistics
B Std. Error Beta t-value Tolerance VIF
Constant 1.018 141 7.209
Relationship Quality .686 .037 734 18.405*** 1.000 1.000
***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level. - N =292

The adjusted R? (Wherry’s) is .537, which means approximately 54 percent of the
possible variation in the customer retention is associated with relationship quality. It is
found that the regression model is statistically significant with an F value of 338.758 (P
< 0.001). Thus, relationship quality significantly explains customer retention. In this
model the difference between R’ and adjusted R? is 0.002. This shrinkage means if the
model were derived from the population rather than a sample it would account for 0.2%
less variance in the outcome (Field, 2009, p. 235). Moreover, R’ according to Stein’s
formula is 0.535 which is very similar to the observed value of R? (0.539) indicating
that the cross-validity of this model is very good (Field, 2009). The regression
coefficient of relationship quality is found to be significantly different from zero with a
t value of 18.405. It can be confidently concluded that relationship quality has a
statistically significant effect in the regression model with a high degree of certainty
(95%); thus, relationship quality is making a statistically significant unique contribution
to the regression equation. The regression coefficient and Beta value of relationship
quality are 0.686 and 0.734 respectively, which represents a positive relationship
between relationship quality and customer retention as shown in Figure 5.13. Finally,

all the previous results provide support for hypothesis 6.
Figure 5-13: The results of hypothesis 6
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5.5.2.7. Summary of the hypotheses testing results
The first set of hypotheses which are related to the direct relationships are all supported.

A summary of the results of these hypotheses is shown in Table 5.44.
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Table 5-44: Summary of the results of the first set of hypotheses (direct relationships)

Hypotheses of The Direct Relationships

Results

H1.There is a significant positive relationship between shabakat al- alakat (guanxi-type relationships in Egypt)
and customer retention

Supported overall

H1a.There are significant positive relationships of affectional bonding, reciprocity, personal trust, empathy,
and face with customer retention

Personal trust (\)*, face (V) and reciprocity (V) are
statistically significant.
Affectional bonding (x)* and empathy (x) are not
statistically significant.

H2.There is a significant positive relationship between relationship investment programmes and relationship
quality.

Supported overall

H2a.There are significant positive relationships of relationship investment social programmes, structural
programmes and financial programmes with relationship quality.

Financial programmes (V) and structural programmes
(V) are statistically significant.
Social programmes () are not statistically significant.

H3.There is a significant positive relationship between relationship investment programmes and customer
retention.

Supported overall

H3a.There are significant positive relationships of relationship investment social programmes, structural
programmes and financial programmes with customer retention.

Financial programmes (\) and structural programmes
(V) are statistically significant.
Social programmes (x) are not statistically significant.

H4.There is a significant positive relationship between relationship marketing and relationship quality.

Supported overall

H4a.There are significant positive relationships of organisational trust, commitment, conflict handling,
communication process, communication quality, shared values, reciprocity, and equity with relationship
quality.

Organisational trust (), commitment (), and equity
(V) are statistically significant.

Conflict handling (%), communication process (%),
communication quality (x), shared values (x), and
reciprocity (x) are not statistically significant.

H5.There is a significant positive relationship between relationship marketing and customer retention.

Supported overall

H5a.There are significant positive relationships of organisational trust, commitment, conflict handling,
communication process, communication quality, shared values, reciprocity, and equity with customer
retention.

Organisational trust (\), commitment (), equity (),
shared values (), reciprocity (V) and conflict handling
(V) are statistically significant.

Communication process (x) and communication
quality (x) are not statistically significant.

H6.There is a significant positive relationship between relationship quality and customer retention.

Supported overall

() statistically significant

(%) statistically not significant
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5.5.3. Testing hypotheses for intervening relationships (mediation effect)
This part will focus on testing the hypotheses, which examine the mediating role of
relationship quality on the association between relationship marketing and customer
retention as well as its effect on the relationship between relationship investment
programmes and customer retention. There are two hypotheses developed based on
intervention relationships as shown in Table 5-45.

Table 5-45: Research hypotheses of indirect relationships

Hypotheses for the interventions relationships (mediators)

H7. Relationship quality mediates the relationship between relationship marketing and customer
retention.

H8. Relationship quality mediates the relationship between relationship investment programmes and
customer retention

The mediating effect will be initially assessed based on Baron and Kenney (1986)
method, also called the causal steps approach. According to Baron and Kenney (1986,
p. 1176), “a variable functions as a mediator when it meets the following conditions: (a)
variations in levels of the independent variable significantly account for variations in
the presumed mediator, (b) variations in the mediator significantly account for
variations in the dependent variable, and (c) when a and b are controlled, a previously
significant relation between the independent and dependent variables is no longer

significant [or it is significantly decreased]”.

Accordingly, three regression models (regression equations) should be estimated to test
the mediation effect as follows: “first, regressing the mediator on the independent
variable; second, regressing the dependent variable on the independent variable; and
third, regressing the dependent variable on both the independent variable and the
mediator. Separate coefficients for each equation should be estimated and tested. To
establish mediation, the following conditions must hold: first, the independent variable
must affect the mediator in the first equation; second, the independent variable must be
shown to affect the dependent variable in the second equation; and third, the mediator
must affect the dependent variable in the third equation. If these conditions all hold in
the predicted direction, then the effect of the independent variable on the dependent
variable must be less in the third equation than in the second. Perfect mediation holds if
the independent variable has no effect when the mediator is controlled” (Baron and
Kenney, 1986, p. 1177)
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However, as with many statistical techniques, the causal steps approach is not without
its critics (Fairchild and McQuillin, 2010; Hayes, 2009), the causal steps approach is
low in power (Fritz and MacKinnon, 2007). Thus, another modern and advanced
approach was used instead of as a supplement to Baron and Kenney’s method. This
method is called bootstrap (Hayes, 2009; Preacher and Hayes, 2008). Bootstrap
provides a significance test for the indirect effect of the independent variable on the
dependent variable via the mediator/s. Hayes (2009, pp. 412, 413) argues that

“Simulation research shows that bootstrapping is one of the more valid and
powerful methods for testing intervening variable effects and, for this
reason alone, it should be the method of choice. One of the beauties of
bootstrapping is that the inference is based on an estimate of the indirect
effect itself; [also] it makes no assumptions about the shape of the sampling
distribution of the indirect effect, thereby getting around this problem.
..Additionally, no standard error is needed to make the inference, rendering
the controversy about how to best estimate the standard error of the indirect
effect moot. Finally, it is a very general approach, in that it can be used for
making inferences about indirect effects in any intervening variable model,
regardless of how complex and how numerous the paths between X and Y.
Bootstrapping is being used with increasing frequency, although it is
sometimes reported as a supplement to the causal steps approach rather
than instead of it.”

In this section the bootstrapping method will be applied following Hayes and Preacher
(2012) using SPSS macros, which are available to download to the SPSS program from
http://www.afhayes.com/spss-sas-and-mplus-macros-and-code.html. This macros offer
great flexibility in testing indirect effects allowing for the examination of complex

mediation pathways.

5.5.3.1. Hypothesis 7
H7. Relationship quality mediates in the relationship between relationship marketing

and customer retention.

Based on Baron and Kenney’s (1986) method the seventh hypothesis (Figure 5.14) was
tested. Relationship quality was the mediator variable, relationship marketing was the
independent variable and customer retention was the dependent variable. Relationship
marketing was measured through only three variables; equity, commitment and
organisational trust, which were proved to have a significant positive relationship with
both relationship quality and customer retention (sections 5.5.2.4 and 5.5.2.5), as shown

in Figure 5.14.
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Figure 5-14: Visualising hypothesis 7 before testing
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According to Baron and Kenney (1986), the three regression equations which provide
the tests for the intervention/mediation effect were carried out as shown in the Table
5.46.

Table 5-46:The results of hypothesis 7 using Baron and Kenney’s method

Relationship Quality Customer Retention

Independent Variables Stage 1 Stage 2 Stage 3
B t B t B t

Constant .012 .074 .138 871 135 877
Equity .202 4.482%** .201 4.415%** 152 3.313%*=
Commitment 412 9.739%*** 270 6.328*** 169 3.547***
Organisational Trust .384 8.453*** 447 9.756*** .353 7.108***
Relationship Quality (mediator) 244 4.251***
R? .675 .626 .648
Adjusted R? 671 622 643
Std. Error .368 371 361
F-value 201.281*** 162.441%** 133.493***
Change R? .022
Change in F-value 18.068***

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level.

After estimation of the regression models, the regression assumptions were tested via
examination of the residual plots, and outliers and influential observations identified via
standardized residual values, Cook’s distance, and Mahalanobis distances. It was found
that there was no serious assumption violation; however, some cases were identified as
influential observations and outliers, that may have excessive influence on the result;
hence, they were deleted from the analysis. The regression models were re-estimated

after the deletion of the influential cases.

As shown in Table 5.46, stage 1 empirically tests how the independent variables
(equity, commitment and organisational trust) significantly affect the mediator
(relationship quality). Stage 1 gives evidence of fulfilment of the first condition to
establish relationship quality as a mediator in the association of relationship marketing

with customer retention.
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The results indicate that equity, commitment and organisational trust (independent
variables) significantly affect relationship quality (mediator). The regression
coefficients of equity, commitment and organisational trust are found to be significantly
different from zero with t values of 4.482, 9.739 and 8.453 respectively (P < 0.001). It
can be confidently concluded that equity, commitment and organisational trust have a
statistically significant effect in the regression model with a high degree of certainty
(95%). The regression coefficients of equity, commitment and organisational trust are
0.202, 0.412 and 0.384 respectively, which represent the positive relationships between

them as independent variables with relationship quality.

Stage 2 empirically tests how the independent variables (equity, commitment and
organisational trust) significantly affect the dependent variable (customer retention) in
the absence of the mediator (relationship quality). Stage two gives evidence of
achieving the second condition to establish relationship quality as a mediator variable.
The results indicate that equity, commitment and organisational trust (independent
variables) significantly affect customer retention (dependent variable). The regression
coefficients of equity, commitment and organisational trust are found to be significantly
different from zero with t values of 4.415, 6.328 and 9.756 respectively (P < 0.001). It
can be confidently concluded that equity, commitment and organisational trust have a
statistically significant effect in the regression model with a high degree of certainty
(95%). The regression coefficients of equity, commitment and organisational trust are
0.201, 0.270 and 0.447 respectively, which represent the positive relationships between

them as independent variables and customer retention as a dependent variable.

Stage 3 empirically tests how the independent variables (equity, commitment and
organisational trust) significantly affect the dependent variable (customer retention) in
the presence of the mediator (relationship quality). Stage 3 gives evidence of achieving
the third condition to establishing relationship quality as a mediator variable. From
Table 5.46, it is observed that there is an increase in the coefficient of determination R?
from .622 at stage 2 to .643 at stage 3. Moreover, the results indicate that the mediator
(relationship quality) has significant unique effects on the dependent variable (customer
retention) with a t value of 4.251 (P < 0.001) and the regression coefficients is 0.244.
Also the results indicate that equity, commitment and organisational trust (independent
variables) significantly affect customer retention (dependent variable) after adding the
relationship quality (mediator) as the t values and regression coefficients for them are

(3.313, 0.152), (3.547, 0.169) and (7.108, 0.353) respectively (P < 0.001).
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In addition, it is notable that when relationship quality (mediator) is added into the
model, the results indicate that the effects of equity, commitment and organisational
trust on customer retention are still significant but less than their effect without adding
relationship quality to the model. The equity regression coefficient is reduced from
0.201 to 0.152, the commitment regression coefficient reduced from 0.270 to 0.169 and
the organisational trust regression coefficient reduced from 0.447 to 0.353. Such an
increase in R? and decrease in beta coefficients provides evidence for the mediation
effect of relationship quality. This implies that relationship quality partially mediates
the relationships of equity, commitment and organisational trust with customer
retention. Thus, equity, commitment and organisational trust have a direct positive
relationship with customer retention and an indirect positive relationship through

relationship quality.

In conclusion, relationship marketing has a direct and indirect (via relationship quality)
positive relationship with customer retention. In other words there is a partially
mediating effect of relationship quality in the association of relationship marketing as

an independent variable with customer retention as a dependent variable.

Moreover, by applying bootstrapping (based on 1000 samples yield 95% confidence
intervals for the relative indirect effects that exclude zero) exactly the same results were
found as by Baron and Kenney’s method, as shown in Table 5.47.

Table 5-47: The results of hypothesis 7 using bootstrapping method

Relationship Quality Customer Retention
Independent Variables Stage 1 Stage 2 Stage 3
B t B t B t
Constant .0116 .0736 .138 .8705 1352 8773
Equity 202 4.4823*** 201 4 4147**+* 1516 3.313***
Commitment 412 9.7386*** .2701 6.3282*** 1694  3.5471***
Organisational Trust 383 8.4526*** .4466 9.7563*** .3539 7.1075%**
Relationship Quality (mediator) 2442 4.2506%**
R? .675 .6261 .6480
Adjusted R? 671 .6223 .6432
F-value 201.281*** 162.4407*** 133.493***
Change R? .022
Change in F-value 18.068***
Indirect Effect/s Through: Relationship Quality
Independent Variables Effect SE(boot) LLCI ULCI
Equity .0494 .0187 .0178 .0908
Commitment .1007 .0339 .0432 1752
Organisational Trust .0937 .0296 .0390 .1618

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level
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The bootstrapping results in Table 5.47 indicate that equity, commitment and
organisational trust influence customer retention directly and indirectly through
relationship quality. The total and direct effects of equity on customer retention are
.2010 (P <0.001) and .1516 (P <0.01), respectively. The total indirect effect of equity on
customer retention is .0494 with 95% percentile bootstrap CI of .0178 to .0908. Thus
the difference between the total and direct effect of equity on customer retention is
statistically significant, as the percentile confidence interval does not include zero.
Hence, the indirect effect is statistically significant at the 0.05 level (Hayes, 2009;
Preacher and Hayes, 2008). Moreover, the total and direct effects of commitment on
customer retention are .2701 (P <0.001) and .1694 (P <0. 001), respectively. The total
indirect effect of commitment on customer retention is .1007 with 95% percentile
bootstrap Cl of .0432 to .1752. Thus the difference between the total and direct effect
of commitment on customer retention is statistically significant, as the percentile
confidence interval does not include zero. Accordingly, the indirect effect is statistically
significant at the 0.05 level (Hayes, 2009; Preacher and Hayes, 2008). In addition, the
total and direct effects of organisational trust on customer retention are .4466 (P <0.001)
and .3529 (P <0. 001), respectively. The total indirect effect of organisational trust on
customer retention is .0937 with 95% percentile bootstrap CI of .0390 to .1618. Thus
the difference between the total and direct effect of organisational trust on customer
retention is statistically significant, as the percentile confidence interval does not
include zero. Accordingly, the indirect effect is statistically significant at the 0.05 level
(Hayes, 2009; Preacher and Hayes, 2008).

In conclusion, there is a mediating effect of relationship quality in the association
of relationship marketing as an independent variable and customer retention as a
dependent variable, as shown in Figure 5.15. The results in Tables 5.46 and 5.47
provide support for hypothesis 7.

Figure 5-15: The results of hypothesis 7
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5.5.3.2. Hypothesis 8
H8. Relationship quality mediates in the relationship between relationship investment

programmes and customer retention.

Hypothesis 8 was tested based on Baron and Kenney’s method (1986) and is visualized
in Figure 5.16. It assumes relationship quality will play the mediator role in the
association of relationship investment programmes (independent variables) with
customer retention (dependent variable). Relationship investment programmes were
measured through two types of programmes; structural and financial programmes,
which were proved to have a significant positive relationship with both relationship
quality and customer retention in sections 5.5.2.2 and 5.5.2.3, as shown in Figure 5.16.

Figure 5-16: Visualising hypothesis 8 before testing
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According to Baron and Kenney (1986), the three regression equations, which provide

the tests for the mediation effect, are shown in Table 5.48.

Table 5-48: The results of hypothesis 8 using Baron and Kenney’s method

Relationship Quality Customer Retention

Independent Variables Stage 1 Stage 2 Stage 3
B t B t B t

Constant 2.282 18.323 2.253 18.974 .950 6.800
Structural .206 3.781%** .183 3.536*** .066 1.547
Programmes
Financial .243 4.634%** 226 4.524*** .087 2.103*
Programmes
Relationship Quality (mediator) 571 12.764***
R? 334 .315 561
Adjusted R? .329 .310 .556
Std. Error .526 .502 402
F-value 73.153*** 67.150*** 123.903***
Change R? 246
Change in F-value 162.930***

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level
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After estimation of the regression models, the regression assumptions were tested via
examination of the residual plots, and outliers and influential observations identified via
standardized residual values, Cook’s distance, and Mahalanobis distances. It was found
that there is no serious assumption violation; however, some cases were identified as
influential observations and outliers, that may have excessive influence on the result;
hence, they were deleted from the analysis. The regression model is re-estimated after
the deletion of the influential cases.

As shown in Table 5.48, stage 1 empirically tests how the independent variables
(structural programmes and financial programmes) significantly affect the mediator
(relationship quality). Stage 1 gives evidence of achieving the first condition to establish
relationship quality as a mediator variable in the association of the relationship of

investment programmes with customer retention.

The results indicate that structural programmes and financial programmes (independent
variables) significantly affect relationship quality (mediator). The regression
coefficients of structural programmes and financial programmes are found to be
significantly different from zero with t values of 3.781 and 4.634 respectively (P <
0.001). It can be confidently concluded that structural programmes and financial
programmes have a statistically significant effect in the regression model with a high
degree of certainty (95%); the regression coefficients of structural programmes and
financial programmes are 0.206 and 0.243 respectively which represents the positive

relationship between them as independent variables with relationship quality.

Stage 2 empirically tests how the independent variables (structural programmes and
financial programmes) significantly affect the dependent variable (customer retention)
in the absence of the mediator (relationship quality) and gives evidence of achieving the
second condition to establish relationship quality as a mediator variable. The results
indicate that structural programmes and financial programmes (independent variables)
significantly affect customer retention (dependent variable). The regression coefficients
of structural programmes and financial programmes are found to be significantly
different from zero with t values of 3.536 and 4.524 respectively (P < 0.001). It can be
confidently concluded that structural programmes and financial programmes have a
statistically significant effect in the regression model with a high degree of certainty

(95%); the regression coefficients of structural programmes and financial programmes
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are 0.183 and 0.226 respectively, which represents the positive relationship between

them as independent variables and customer retention as a dependent variable.

Step 3 empirically tests how the independent variables (structural programmes and
financial programmes) significantly affect the dependent variable (customer retention)
in the presence of the mediator (relationship quality). Stage 3 gives evidence for
achieving the third condition for establishing relationship quality as a mediator variable.
From Table 5.48, it is observed that there is a huge increase in the coefficient of
determination (R?) from .315 at stage 2 to .561 at stage 3. Moreover, the results indicate
that the mediator (relationship quality) has significant unique effects on the dependent
variable (customer retention) with a t value of 12.764 (P < 0.001) and regression
coefficient of 0.571.

Also the results indicate that structural programmes (independent variable) is not
significantly affect customer retention any more after adding relationship quality to the
model, as t value and regression coefficients are (1.547, 0.066) respectively. These
results indicate that relationship quality fully mediates the relationship between
structural programmes and customer retention. In other words, structural programmes
have only an indirect positive relationship with customer retention via relationship

quality and have not any direct association with customer retention.

Meanwhile, the results indicate that financial programmes hardly significantly affect
relationship customer retention (dependent variable) after adding the relationship
quality (mediator), as t value and regression coefficients for them are (2.103, 0.087) (P
< 0.05). In addition, it is noticed that when relationship quality (mediator) is added into
the model, the results indicate that the effect of financial programmes on customer
retention shrinks greatly and is less than their effect without adding relationship quality
to the model, as the regression coefficient is reduced from 0.226 to 0.087. The increase
in R? and decrease in financial programmes’ beta coefficients implies the mediation
effect of relationship quality. Thus, relationship quality partially mediates the
relationship between financial programmes and customer retention. Therefore, financial
programmes have a direct positive relationship with customer retention and an indirect
positive relationship via relationship quality. Moreover, by applying bootstrapping
according to Hayes (2009) and Preacher and Hayes (2008) (based on 1000 samples yield
95% confidence intervals for the relative indirect effects that exclude zero) exactly the

same results as with Baron and Kenney’s method were found, as shown in Table 5.49.
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Table 5-49: The results of hypothesis 8 using bootstrapping method

Relationship Quality Customer Retention
Independent Variables Stage 1 Stage 2 Stage 3

B t B t B t
Constant 2.2818 18.3227 2.253 18.9739 .9497 6.8001
Structural Programmes .2055 3.7815%** 1833 3.5364*** .0659 1.5472
Financial Programmes .243 4.6344*** 2262 4.5242%** .0874 2.1030*
Relationship Quality (mediator) 5714 12.7644***
R? .3338 315 561
Adjusted R? .3292 .3103 .556
F-value 73.1527*** 67.1503*** 123.903***
Change R? 246
Change in F-value 162.930***

Indirect effect/s through: relationship quality

Independent Variables Effect SE(boot) LLCI ULCI
Structural Programmes 1174 .0347 .0481 .1897
Financial Programmes .1389 .0363 .0674 .2163

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level

The bootstrapping results at Table 5.49 confirmed that structural programmes have just
an indirect effect on customer retention via relationship quality, whereas relationship
quality fully mediates the relationship between structural programmes and customer
retention. The total indirect effect of structural programmes on customer retention is
1174 with 95% percentile bootstrap Cl of .0481 to .1897. The percentile confidence
interval does not include zero; thus, the indirect effect is statistically significant at the
0.05 level (Hayes, 2009; Preacher and Hayes, 2008).

Moreover, the bootstrapping results indicate that financial programmes directly and
indirectly influence customer retention through relationship quality. The total and direct
effects of financial programmes on customer retention are .2263 (P <0.001) and .0874
(P <0.05), respectively. The total indirect effect of financial programmes on customer
retention is .1389 with 95% percentile bootstrap Cl of .0674 to .2163. Thus, the
difference between the total and direct effect of financial programmes on customer
retention is statistically significant, as the percentile confidence interval does not
include zero. Hence, the indirect effect is statistically significant at the 0.05 level
(Hayes, 2009; Preacher and Hayes, 2008).

In conclusion, there is a fully mediating effect of relationship quality in the
relationship between structural programmes and customer retention. In addition,
there is a partially mediating effect of relationship quality in the relationship
between financial programmes and customer retention, as shown in Figure 5.17.

The results in Tables 5.48 and 5.49 provide support for hypothesis 8.
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Figure 5-17: The results of hypothesis 8
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5.5.3.3. Summary of the hypotheses testing results
The second set of hypotheses, related to intervention relationships (indirect effects) and
the mediator role of relationship quality are all supported. A summary of the results of

these hypotheses is shown in the following Table 5.50.

Table 5-50: Summary of the results of the second set of hypotheses

gintervention relationshiesz

Hypotheses for the intervention relationships (mediator)

H7. Relationship quality (RQ) mediates in the relationship between relationship marketing and customer
retention.

Results : Supported overall
-RQ partially mediates all the relationship

H8. Relationship quality (RQ) mediates in the relationship between relationship investment programmes and
customer retention.

Results: Partially supported
- RQ fully mediates the relationship between structural programmes and customer retention.
- RQ partially mediates the relationship between financial programmes and customer retention.

5.5.4. Testing hypotheses for interaction relationships (moderation effect)

This part will focus on testing the hypotheses for interaction relationships, and examines
the moderating role of both (1) bases of shabakat al-alakat (guanxi base) and (II)
guanxi-type relationships in Egypt (al-alakat between the customer and the member of
staff who invited him/her to be a customer) on the association between relationship
marketing and customer retention. There are two hypotheses developed with regard to

the interaction relationships as shown in Table 5.51.
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Table 5-51: Research hypotheses based on interaction relationships

Hypotheses for interaction relationships (moderators)

H9. There is a significant difference in the impact of relationship marketing on customer
retention between the different bases of shabakat al-alakat (guanxi base)

H10. There is a significant difference in the impact of relationship marketing on customer
retention according to the strength of shabakat al-alakat (guanxi-type relationships in Egypt)

5.5.4.1. Hypothesis 9

In order to test this hypothesis, regression analysis using the bootstrapping interaction
procedure by Hayes and Matthes (2009) was performed to test the combined effect of
relationship marketing and different bases of shabakat al-alakat on customer retention.
Figure 5.18 illustrates the moderated relationship proposed in hypothesis 9. The
bootstrapping method was applied using SPSS macros which are available to download
to the SPSS program from http://www.afhayes.com/spss-sas-and-mplus-macros-and-
code.html.

Figure 5-18: Visualising hypothesis 9 before testing
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Six variables of relationship marketing only were used. The other two variables,
communication process and communication quality, did not have statistically significant
influence on customer retention (the results of hypothesis 5 section 5.5.2.5). Moreover,
relationship marketing was centered before calculating the interaction term with
shabakat al-alakat bases (Hayes and Matthes, 2009; Hair et al., 2010). The six bases of
shabakat al-alakat were transformed to five dummy variables before starting the

regression analysis and calculating the interaction with relationship marketing variables
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(Hayes and Matthes, 2009; Hair et al., 2010). Customer retention, which is the

dependent variable, was kept as its original scale.

In order to assess the interaction effect through the significance of R? change, an

unmoderated regression which contained only two predictors was first entered as model

1, while a moderated regression which included two predictors and the interaction term

was entered as model 2.

With the six variables of relationship marketing and five groups of shabakat al-alakat

bases, 30 moderated regression equations were estimated. Of the 30 equations, there

were none in which the change in R? was statistically significant, which indicated no

presence of any interaction effect for bases of shabakat al-alakat in the relationship

between relationship marketing and customer retention as shown in Table 5.52.

Table 5-52: The results of the 30 equations of moderator effect

Eg* RM Variable Base Change R? Change in Significance  Significance
(Independent) (Moderator) F-value value
1  Organisational Trust Family .0002 1136 1364 Insignificant
2  Organisational Trust  Friend .0027 1.5073 .2205 Insignificant
3 Organisational Trust Neighbour .0005 .2889 5913 Insignificant
4 Organisational Trust TA or SC* .0001 .0504 .8226 Insignificant
5  Organisational Trust Classmate /FC* .0003 .1626 .6871 Insignificant
6  Commitment Family .0001 .0276 .8682 Insignificant
7 Commitment Friend .0000 .0056 .9405 Insignificant
8  Commitment Neighbour .0040 2.0957 .1488 Insignificant
9  Commitment TA or SC .0016 .8239 .3648 Insignificant
10 Commitment Classmate /FC .0050 2.6192 .1066 Insignificant
11 Conflict handling Family .0008 .3160 5744 Insignificant
12 Conflict handling Friend .0010 .4096 5227 Insignificant
13 Conflict handling Neighbour .0038 1.4995 2217 Insignificant
14  Conflict handling TA or SC .0001 .0467 .8290 Insignificant
15 Conflict handling Classmate /FC .0003 1128 7372 Insignificant
16 Shared values Family .0001 .0296 .8635 Insignificant
17  Shared values Friend .0003 1255 7234 Insignificant
18 Shared values Neighbour .0026 1.0421 .3082 Insignificant
19 Shared values TAor SC .0026 1.0170 3141 Insignificant
20 Shared values Classmate /FC .0011 4254 5147 Insignificant
21 Reciprocity Family .0049 1.7216 .1905 Insignificant
22 Reciprocity Friend .0002 .0605 .8059 Insignificant
23 Reciprocity Neighbour .0002 .0825 7741 Insignificant
24 Reciprocity TA or SC .0024 .8414 .3597 Insignificant
25 Reciprocity Classmate /FC .0086 3.0368 0.824 Insignificant
26 Equity Family .0022 1.0046 3170 Insignificant
27 Equity Friend .0046 2.1360 .1449 Insignificant
28 Equity Neighbour .0025 1.1641 .2815 Insignificant
29 Equity TA or SC .0041 1.9218 .1667 Insignificant
30 Equity Classmate /FC .0003 1230 71260 Insignificant

TA or SC*: Same Trade Association or Social Club
Classmate /FC*: Classmate or former Classmate
Eq.*: Equation
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Accordingly, there are none of the shabakat al-alakat bases have a significant
interaction effect in the relationship between relationship marketing and customer
retention. In other words, there is no indication of the presence of interaction effect for
bases of shabakat al-alakat in the relationship between relationship marketing and

customer retention

5.5.4.2. Hypothesis 10
H10. There is a significant difference in the impact of relationship marketing on
customer retention according to strength of the shabakat al-alakat (guanxi-type

relationships in Egypt).

In order to test this hypothesis, regression analysis using the bootstrapping interaction
procedure by Hayes and Matthes (2009) was performed to test the combined effect of
relationship marketing and guanxi-type relationships in Egypt on customer retention.
Figure 5.19 illustrates the interaction relationship proposed in hypothesis 10.

Figure 5-19: Visualising hypothesis 10 before testing
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Six variables of relationship marketing only were used. The other two variables,
communication process and communication quality have no statistically significant
influence on customer retention (the results of hypothesis 5 section 5.5.2.5). Moreover,
relationship marketing was centered before calculating the interaction term with the
variables of shabakat al-alakat. The five variables of shabakat al-alakat were also
centered before starting the regression analysis and calculating the interaction with

relationship marketing variables (Hayes and Matthes, 2009; Hair et al., 2010). Hence,
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all the predictors in the moderated regression equation were centered. Customer

retention, which is the dependent variable, was kept as its original scale.

In order to assess the interaction effect through the significance of R? change, an
unmoderated regression which contained only two predictors was first entered as model
1, while a moderated regression which includeed two predictors and the interaction term
was entered as model 2. With the six variables of relationship marketing and five

variables of shabakat al-alakat, 30 moderated regression equations were estimated.

Of the 30 equations, there were only six in which the change in R? was statistically
significant indicating the presence of an interaction effect of shabakat al-alakat in the
relationship between relationship marketing and customer retention. The explanations

for these six equations are shown below.

First: the results of the interaction between relationship marketing-organisational
trust and shabakat al-alakat-reciprocity.
The results of the moderated regression analysis for shabakat al-alakat-reciprocity as a
moderator in the relationship between relationship marketing-organisational trust and
customer retention are shown in Table 5.53.

Table 5-53: The results of hypothesis 10 using bootstrapping method

Customer Retention

Independent Variables Model 1 Model 2

B t Sig.
Constant 3.5670 136.33 0.000
RM Organisational Trust (RMOT) .6877 16.095 0.0000
Shabakat al-alakat -Reciprocity .0472 1.445 0.1495
Interaction .0995 2.0392 0.0423
R? 4672 4745
F-value 90.5898***
Change R? .0073
Change in F-value 4.1582*
Sig. 0.0423
Conditional Effect of Focal Predictor at Values of the Moderator Variable

RE b se t p LLCI(b) ULCI(b)

-8531 .6029 .0525 11.4902 .0000 .4996 .7061
.0000 .6877 .0427 16.0950 .0000 .6036 .7718
8531 7726 .0660 11.6987 .0000 .6426  .9025

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level

The change in R? was used to assess the interaction between relationship marketing-
organisational trust and shabakat al-alakat-reciprocity. It was found that the R? without
the interaction term is 0.4672 (model 1) while R? with the interaction term is 0.4745

(model 2), resulting in 0.0073 change in R? which is statistically significant at the level
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of 0.05. It means the interaction accounts for .73% of the variance in the customer
retention. Also it is noted that the significance of the change in R? is the same as that of

B3, indicating the presence of a significant moderator effect.

The higher order coefficient (B3) is .0995 which is positive and significant at the level
of 0.05 (P < 0.05), indicating the presence of an interaction effect. It implies that the
slope of customer retention on the relationship marketing-organisational trust is
predicted to increase by 0.0995 units when the shabakat al-alakat-reciprocity is
increased by one more unit. It means that there is an interaction effect between
relationship marketing-organisational trust and shabakat al-alakat-reciprocity on

customer retention.

It is suggested that plotting the significant interaction is useful for interpretation. To
describe interactions, regression lines of the dependent variable on the independent
variable at meaningful values of the moderator are plotted (Tabachnick and Fidell,
2007). Thus, the relationships between relationship marketing-organisational trust and
customer retention were plotted at two levels of the shabakat al-alakat-reciprocity,
specifically, high and low levels. A convenient set is suggested where the moderator
values are the sample mean and one standard deviation below and above the mean of
the moderator for low and high levels respectively (Cohen, Cohen, West and Aiken,
2003).

Two regression lines are plotted to demonstrate the interaction effect in Figure 5.20. It
is found that these regression lines are not parallel, which confirms the occurrence of
interaction power. It implies that the higher shabakat al-alakat-reciprocity, the higher
the positive relationship between relationship marketing-organisational trust and
customer retention. In other words, the amount of reciprocity involved in the personal
relationship affects the influence of relationship marketing-organisational trust on
customer retention. Finally, the previous result provides partial support for H10,
where there is interaction between RM-organisational trust and shabakat al-alakat-

reciprocity.

301



Figure 5-20: Regression lines predicting customer retention from RM-organisational trust
at two levels of shabakat al-alakat-reciprocity
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Second: the results of the interaction between relationship marketing-reciprocity
and shabakat al-alakat-reciprocity.
The results of the moderated regression analysis for shabakat al-alakat-reciprocity as a
moderator in the relationship between relationship marketing-reciprocity and customer
retention are shown in Table 5.54.

Table 5-54: The results of hypothesis 10 using bootstrapping method

Customer Retention

Independent Variables Model 1 Model 2

B t Sig.
Constant 3.5186 105.29 0.000
RM Reciprocity .2969 7.7379 0.0000
shabakat al-alakat-Reciprocity .0008 .0206 0.9835
Interaction .2146 5.2693 0.0000
R? 0.1405 2131
F-value 27.1766***
Change R? .0726
Change in F-value 27.7654***
Sig. 0.0000

Conditional effect of focal predictor at values of the moderator variable

RE b se t p LLCI(b) ULCI(b)
~.8531 1139 0466 24437 0151 0222 .2056

0000 2969 0384 7.7379 .0000 .2214  .3724

8531 4799 0564 85030 .0000 .3689  .5910

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level

The change in R? is used to assess the interaction between relationship marketing-
reciprocity and shabakat al-alakat-reciprocity. It is found that the R? without the
interaction term is 0.1405 (model 1) while R? with the interaction term is 0.2131 (model
2), resulting in 0.0726 change in R? which is statistically significant at the level of

0.001. It means the interaction accounts for 7.3% of the variance in the customer
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retention. It is noted that the significance of the change in R? is the same as that of B3,

indicating the presence of a significant moderator effect.

The higher order coefficient (B3) is .2146 which is positive and significant at the level
of 0.001 (P < 0.001), indicating the presence of an interaction effect. It implies that the
slope of customer retention on the relationship marketing-reciprocity is predicted to
increase by 0.2146 units when the shabakat al-alakat-reciprocity increases by one more
unit, meaning that there is an interactive effect between relationship marketing-

reciprocity and shabakat al-alakat-reciprocity on customer retention.

As advised by Tabachnick and Fidell (2007), the relationships between relationship
marketing-reciprocity and customer retention were plotted at two levels of the shabakat
al-alakat-reciprocity, high and low levels. A convenient set is suggested as the
moderator values are the sample mean and one standard deviation below and above the

mean of the moderator for low and high levels respectively (Cohen et al., 2003).

Two regression lines are plotted to demonstrate the interaction effect in Figure 5.21.
The lines are not parallel, which confirms the occurrence of interaction power. It
implies that the higher is shabakat al-alakat-reciprocity, the higher the positive
relationship between relationship marketing-reciprocity and customer retention. Finally,
the previous result provides partial support for H10, where there is interaction

between RM-reciprocity and shabakat al-alakat-reciprocity.

Figure 5-21: Regression lines predicting customer retention from RM-reciprocity at two
levels of shabakat al-alakat-reciprocity
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Third: the results of the interaction between relationship marketing-commitment
and shabakat al-alakat-reciprocity.

The results of the moderated regression analysis for shabakat al-alakat-reciprocity as a
moderator in the relationship between relationship marketing-commitment and

customer retention are shown in Table 5.55.

Table 5-55: The results of hypothesis 10 using bootstrapping method

Customer Retention

Independent Variables Model 1 Model 2
B t Sig.

Constant 3.5616 113.4542 0.0000
RM Commitment .4980 9.6875 0.0000
Shabakat al-alakat -Reciprocity .0303 71788 0.4367
Interaction 1417 2.2294 0.0265
R? 0.2395 .2519
F-value 33.7831***
Change R? .0124
Change in F-value 4.9704*
Sig. 0.0265
Conditional effect of focal predictor at values of the moderator variable

RE. b se t p LLCI(b) ULCI(b)

-8531 3771 .0685 5.5090 .0000 .2424 5118
.0000 .4980 .0514 9.6875 .0000 .3968 .5992
8531 6189 .0805 7.6885 .0000 .4605 .7773

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level

The change in R? was used to assess the interaction between relationship marketing-
commitment and shabakat al-alakat-reciprocity. R? without interaction term is 0.2395
(model 1) while R? with interaction term is 0.2519 (model 2), resulting in 0.0124
change in R? which is statistically significant at the level of 0.05. It means the
interaction accounts for 1.24% of the variance in the customer retention. The
significance of the change in R? is the same as that of B3, indicating the presence of a

significant moderator effect.

The higher order coefficient (B3) is .1417 which is positive and significant at the level
of 0.05 (P < 0.05), indicating the presence of an interaction effect. It implies that the
slope of customer retention on the relationship marketing-commitment is predicted to
increase by 0.1417 units when the shabakat al-alakat-reciprocity increase by one more
unit, meaning that there is an interactive effect between relationship marketing-

commitment and shabakat al-alakat-reciprocity on customer retention.

The relationships between relationship marketing-commitment and customer retention

were plotted at two levels of the shabakat al-alakat-reciprocity, high and low, as
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described earlier. The regression lines plotted to demonstrate the interaction effect are

shown in Figure 5.22.

These regression lines are not parallel, which confirms the occurrence of interaction
power. It implies that the higher is shabakat al-alakat-reciprocity, the higher the
positive relationship between relationship marketing-commitment and customer
retention, in other words, the amount of reciprocity involved in the personal relationship
affects the of influence of relationship marketing-commitment on customer retention.
Finally, the previous result provides partial support for H10, where there is

interaction between RM-commitment and shabakat al-alakat- reciprocity.

Figure 5-22: Regression lines predicting customer retention from RM-commitment at two
levels of shabakat al-alakat-reciprocity
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Fourth: the results of the interaction between relationship marketing-shared
values and shabakat al-alakat-reciprocity.

The results of the moderated regression analysis for shabakat al-alakat-reciprocity as a
moderator in the relationship between relationship marketing-shared values and

customer retention are shown in Table 5.56.
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Table 5-56: The results of hypothesis 10 using bootstrapping method

Customer Retention

Independent Variables Model 1 Model 2

B t Sig.
Constant 3.5564 115.0397 0.000!
RM Shared Values .3964 9.6213 0.0000
Shabakat al-alakat -Reciprocity .0090 .2356 0.8139
Interaction .1859 3.9772 0.0001
R? .2349 2731
F-value 37.6965***
Change R? .0382
Change in F-value 15.8183***
Sig. 0.0001
Conditional effect of focal predictor at values of the moderator variable

RE. b se t p  LLCI(b) ULCI(b)

-8531 .2378 .0563 4.2230 .0000 .1270  .3487
.0000 .3964 .0412 9.6213 .0000 .3153 4775
8531 5549 .0583 9.5154 .0000 .4402  .6697

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level

The change in R? is used to assess the interaction between relationship marketing-
shared values and shabakat al-alakat-reciprocity. It is found that the R? without the
interaction term is 0.2349 (model 1) while R? with the interaction term is 0.2731 (model
2), resulting in 0.0382 change in R? which is statistically significant at the level of
0.001. It means the interaction accounts for 3.82% of the variance in the customer
retention. The significance of the change in R? is the same as that of B3, indicating the

presence of a significant moderator effect.

The higher order coefficient (B3) is .1859 which is positive and significant at the level
of 0.001 (P < 0.001), indicating the presence of an interaction effect. It implies that the
slope of customer retention on the relationship marketing-shared values is predicted to
increase by 0.1859 units when the shabakat al-alakat-reciprocity increases by one more
unit, meaning that there is an interactive effect between relationship marketing-shared

values and shabakat al-alakat-reciprocity on customer retention.

The relationships between relationship marketing-shared values and customer retention
were plotted at two levels of the shabakat al-alakat-reciprocity, high and low, as
described previously. Two regression lines are plotted to demonstrate the interaction
effect in Figure 5.23. These regression lines are not parallel, which confirms the
occurrence of interaction power. It implies that the higher shabakat al-alakat-
reciprocity, the higher the positive relationship between relationship marketing-shared
values and customer retention. In other words, the amount of reciprocity involved in the
personal relationship affects the influence of relationship marketing shared values on

customer retention.
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Finally, the previous result provides partial support for H10, where there is
interaction between RM-shared values and shabakat al-alakat- reciprocity.

Figure 5-23: Regression lines predicting customer retention from RM-shared values at
two levels of shabakat al-alakat-reciprocity
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Fifth: the results of the interaction between relationship marketing-commitment
and shabakat al-alakat-personal trust.

The results of the moderated regression analysis for shabakat al-alakat-personal trust as
a moderator in the relationship between relationship marketing-commitment and
customer retention are shown in Table 5.57.

Table 5-57: The results of hypothesis 10 using bootstrapping method

Customer Retention

Independent Variables Model 1 Model 2
B t Sig.

Constant 3.5528 128.9860 0.0000
RM Commitment 5317 13.0571 0.0000
shabakat al-alakat-Personal Trust 1752 4.2090 0.0000
Interaction 1274 2.3045 0.0219
R? .4489 .4585
F-value 84.9689***
Change R? .0096
Change in F-value 5.3108*
Sig. 0.0219
Conditional effect of focal predictor at values of the moderator variable

PT. b se t p LLCI(b) ULCI(b)

-6716 4461 .0585 7.6305 .0000 .3311 5612

.0000 .5317 .0407 13.0571 .0000 .4515 .6118

6716 6172 .0515 11.9826 .0000 .5159 .7186

***Significant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level

The change in R? is used to assess the interaction between relationship marketing-
commitment and shabakat al-alakat-personal trust. The R? without the interaction term
is 0.4489 (model 1) while R? with the interaction term is 0.4585 (model 2), resulting in
0.0096 change in R? which is statistically significant at the level of 0.05. It means the

interaction accounts for .96% of the variance in the customer retention. The significance
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of the change in R? is the same as that of B3, indicating the presence of a significant

moderator effect.

The higher order coefficient (B3) is .1274 which is positive and significant at the level
of 0.05 (P < 0.05), indicating the presence of an interaction effect. It implies that the
slope of customer retention on the relationship marketing-commitment is predicted to
increase by 0.1274 units when the shabakat al-alakat-personal trust increases by one
more unit. This means that there is an interactive effect between relationship marketing-

commitment and shabakat al-alakat-personal trust on customer retention.

The relationships between relationship marketing-commitment and customer retention
were plotted at two levels of the shabakat al-alakat-personal trust, high and low. Two
regression lines are plotted to demonstrate the interaction effect in Figure 5.24. These
regression lines are not parallel, which confirms the occurrence of interaction power. It
implies that the higher shabakat al-alakat-personal trust, the higher the positive
relationship between relationship marketing-commitment and customer retention. In
other words, the amount of personal trust involved in the personal relationship affects

the influence of relationship marketing-commitment on customer retention.

Finally, the previous result provides partial support for H10, where there is
interaction between RM-commitment and shabakat al-alakat- personal trust.

Figure 5-24: Regression lines predicting customer retention from RM-commitment at two levels of
shabakat al-alakat-personal trust
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Sixth: the results of the interaction between relationship marketing-reciprocity and
shabakat al-alakat-face.

The results of the moderated regression analysis for shabakat al-alakat-face as a
moderator in the relationship between relationship marketing-reciprocity and customer

retention are shown in Table 5.58.
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Table 5-58: The results of hypothesis 10 using bootstrapping method
Customer Retention

Independent Variables Model 1 Model 2
B t Sig.

Constant 3.5539 112.9533 0.0000
RM Reciprocity 2170 6.1466 0.0000
Shabakat al-alakat -Face .2941 6.7403 0.0000
Interaction 1245 2.8011 0.0054
R? 0.2438 .2630
F-value 35.8132***
Change R? .0192
Change in F-value 7.8464**
Sig. 0.0054
Conditional effect of focal predictor at values of the moderator variable

Face b se t p LLCI(b) ULCI(b)

-7279 1264 .0478 2.6470 .0085 .0324 .2204
.0000 .2170 .0353 6.1466 .0000 .1476 .2865
7279 3077 .0480 6.4044 0000 .2132 .4022
***Sjignificant at the 0.001 level. **Significant at the 0.01 level. *Significant at the 0.05 level

The change in R? is used to assess the interaction between relationship marketing-
reciprocity and shabakat al-alakat-face. The R? without the interaction term is 0.2438
(model 1) while R? with the interaction term is 0.263 (model 2), resulting in 0.0192
change in R? which is statistically significant at the level of 0.01. It means the
interaction accounts for 1.9% of the variance in the customer retention. The significance
of the change in R? is the same as that of B3, indicating the presence of a significant

moderator effect.

The higher order coefficient (B3) is .1245 which is positive and significant at the level
of 0.01 (P < 0.01), indicating the presence of an interaction effect. It implies that the
slope of customer retention on the relationship marketing-reciprocity is predicted to
increase by 0.1245 units when the shabakat al-alakat-face increases by one more unit. It
means that there is an interactive effect between relationship marketing-reciprocity and

shabakat al-alakat-face on customer retention.

The relationships between relationship marketing-reciprocity and customer retention
were plotted at two levels of the shabakat al-alakat-face, high and low. Two regression
lines are plotted to demonstrate the interaction effect in Figure 5.25. These regression
lines are not parallel, which confirms the occurrence of interaction power. It implies that
the higher shabakat al-alakat-face, the higher the positive relationship between
relationship marketing-reciprocity and customer retention. In other words, the amount
of face involved in the personal relationship affects the influence of relationship

marketing-reciprocity on customer retention.
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Finally, the previous result provides partial support for H10, where there is

interaction between RM-reciprocity and shabakat al-alakat-face.

Figure 5-25: Regression lines predicting customer retention from RM-reciprocity at two
levels of shabakat al-alakat-face
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5.5.4.3. Summary of the hypotheses testing results

The results of the third sets of hypotheses, which related to the interaction effects and
examined the moderator role of both bases and variables of shabakat al-alakat are
shown in Table 5.59.

Table 5-59: Summarx of the results of the third sets of hxeotheses
Hypotheses of the interaction effect (moderator)

H9. There is a significant difference in the impact of relationship marketing on customer
retention between the different bases of shabakat al-alakat (guanxi base)

Result: Not Supported

H10. There is a significant difference in the impact of relationship marketing on customer
retention according to the strength of the shabakat al-alakat (guanxi-type
relationships in Egypt)

Results: Partially Supported, there are interactions between
1- RM-organisational trust and shabakat al-alakat-reciprocity
2- RM-reciprocity trust and shabakat al-alakat-reciprocity
3- RM-commitment trust and shabakat al-alakat-reciprocity
4- RM-shared values and shabakat al-alakat-reciprocity
5- RM-commitment and shabakat al-alakat-personal trust
6- RM-reciprocity and shabakat al-alakat-face

310



Part Three: Frequencies and Crosstabulation

5.6. Introduction
This part focuses on quantitative data analysis through counting frequencies and
Crosstabulation to answer the fourth research question of the second phase of this

research, which is:

Q4: Could the proposed research model help the organisation retain its customers and
avoid the problem of employees taking all their personal contacts (their guanxi network)

when leaving the company?

As part of the data collection, part five of the questionnaire (Table 5.60) was designed
to answer this research question. The study used frequencies to indicate the main
reasons which make customers of SMEs stay with or leave the company after the person
who introduced this company to them left the company and ask them to switch with
him/her. Additionally, a crosstabulation test was conducted to discover whether there is
a significant association between the customer’s decision to stay with or leave the
company after the introduced person leaves the company with all of: shabakat al-alakat
base; length of relationship with the introduced person; length of time being a
company’s customer; gender; and age.

Table 5-60: Part five of the questionnaire

A- If the person who introduced this company to you left the company and asked you to switch
with him/her, would you still buy from this company?
1- []Yes please go to questions B then D
2- [[1No please go to questions C then D

B- 1 would still buy from this company for one or more of the following reasons (you can choose
more than one answer ) Note: please answer this question if your answer for question A was
Yes,

[] 1 am satisfied with this company.

[] The company built a good relationship with me.

[] The company offers me a lot compared to other companies.

[] What the company did for me is enough to keep me as a customer.
] This company is the best option available now.

[ ] Other reason/s (please specify).

@

I would leave this company for one or more of the following reasons (you can choose more
than one answer) Note: please answer this question if your answer for question A was No,

[] 1 donot want to stay with this company if the contact person leaves the company

L] 1 cannot stay with this company, if the contact person asks me to switch with him/her

] 1am not satisfied with this company

] The company did not build a good relationship with me

[ ] The company did not offer me a lot compared to other companies

[] What the company did for me is not enough to keep me as a customer

[] This company is not the best option available now

[] Other reason/s (please specify)
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5.7. Frequencies

As shown in Table 5.61, in response to question (A) 80.7% (246 of 305) of the
respondents answered (Yes). They would still buy from the company even if the person
who introduced the company to them left the company and asked them to switch with
him/her. Approximately, 19% (59 of 305) of the respondents answered (No), they
would leave the company.

Table 5-61: Respondents’ answers to question (A)

Answer Frequency Percent
Yes 246 80.7
No 59 19.3
Total 305 100.0

In respect to question (B) about the reasons why respondents stay with the company
after the person who introduced the company to them left the company and asked them
to switch with him/her, the answers and frequencies were as shown in Table 5.62.

Table 5-62: The reasons why respondents stay with the company

The reasons for staying at the company Freqguency Percent
1- | am satisfied with this company 210 31.6
2- The company built a good relationship with me 190 28.6
3- The company offers me a lot compared to other companies 96 145
4- What the company did for me is enough to keep me as a customer 84 12.7
5- This company is the best option available now 84 12.7
6- Others 0.0 0.0
Total 664 100.0

Among 5 reasons and 246 respondents answered (Yes), 210 respondents indicated that
they were satisfied with the company, 190 respondents mentioned that the company had
built a good relationship with them, 180 (96 and 84) expressed that the company offered
a lot for them and this was enough. Moreover, 84 of the answers were that the company
was the best option available for the respondents. It is worth mentioning that this
question allowed multiple response, so the frequencies total more than 246, as some

respondents chose more than one answer.

Regarding question (C) about the reasons why respondents would leave the company
after the person who introduced the company to them left the company and asked them

to switch with him/her, the answers and frequencies were as shown in Table 5.63.

312



Table 5-63: The reasons whz reseondents leave the company

The Reasons For Leaving The Company Frequency  Percent
1- The company did not build a good relationship with me 30 24%
2- | cannot stay with this company, if the contact person asks me to switch with him/her 27 21%
3- What the company did for me is not enough to keep me as a customer 20 15%
4- | do not want to stay with this company if the contact person leaves the company 15 12%
5- 1 am not satisfied with this company 15 12%
6- This company is not the best option available now 11 9%

7- The company did not offer me a lot compared to other companies 9 7%
8-others 0 0%
Total 127 100.0

Among seven reasons and 59 respondents, 15 respondents indicated they would not stay
with the company if the contact person left the company, 27 of the respondents
mentioned that they could not refuse the contact person’s invitation to switch with
him/her, 15 respondents expressed that they were not satisfied with this company.
Moreover, 59 (30, 9 and 20), of respondents left the company because the company had
not built a good relationship with them and did not spend enough effort to keep them.
Eleven of the respondents mentioned that there were other companies better than this
company. This question allowed multiple response, so the frequencies total more than

59, as some respondents chose more than one answer.

5.8. Crosstabulation

A crosstabulation test was conducted to discover whether or not there is a significant
association between the customer’s decision to stay with or leave the company after the
introduced person left the company with all of the shabakat al-alakat bases, length of
relationship with the introduced person, length of time being a company customer,
gender, and age.

First, crosstabulation for stay with/leave the company vs. shabakat al-alakat base

A crosstabulation test was conducted to discover whether or not there was a significant
association between the customers’ decision to stay with or leave the company after the
introduced person left the company and the relationship bases with the introduced
person (shabakat al-alakat bases). The assumption of Chi-Square that at least 80
percent of cells have expected frequencies of 5 or more was fulfilled; the footnote
below the Chi—Square test table indicates that 2 (16%) cells have expected counts less
than 5, thus there is no violation of the Chi-Square test assumption (Pallant, 2010).

A Chi-Square test for independence indicated no significant association between

relationship bases with the introduced person (shabakat al-alakat bases) and the
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customer’s decision to stay with or leave the company after the introduced person left
the company. Chi-Square X2 (5, n=305) = 10.343, P = 0.066 and Cramer's V = 0.18 as
shown in Table 5.64.

Table 5-64: The results of Chi-Square tests

Value df  Sig.

Pearson Chi-Square 10.343 5 .066
Cramer's V 184 .066
N of Valid Cases 305

Finally, the result indicated no association between the customers’ decision to stay
with or leave the company after the introduced person left the company and the

relationship bases with the introduced person (shabakat al-alakat bases).

Second, crosstabulation for stay with/leave the company vs. the length of
relationship with the introduced person.

A crosstabulation test was conducted to discover whether or not there was a significant
association between the length of relationship with the introduced person and the
customers’ decision to stay with or leave the company after the introduced person left
the company. The footnote below the Chi—Square test table indicates that only (10%)
cell has an expected count less than 5, thus there is no violation of the Chi-Square test

assumption (Pallant, 2010).

A Chi-Square test for independence indicated a significant association between the
length of the relationship with the introduced person and the customers’ decision to stay

with or leave the company after the introduced person left the company.

As shown in Table 5.65, Chi-Square X2 (4, n=305) = 12.545, P = 0.014 and Cramer's V
= 0.203. As the length of the relationship between the customer and the introduced
person increased, the customer’s tendency to leave also increased when the person who
introduced the company left the company. The percentage of people who said they
would leave is 13.3% when the period of the relationship is under 5 years while this
percentage increases to 40.6 % when the period of the relationship increases to 20 years
or more. Thus, there is a positive relationship between the duration of the relationship
with the introduced person and the customer’s tendency to leave the company, as shown
in Table 5.66.

314



Cramer’s V was found to be 0.20, which means a medium correlation between the
length of the relationship with the introduced person and the customers’ decision to stay
with or leave the company after the introduced person left the company.

Table 5-65: The results of Chi—Sguare tests

Value df Sig.

Pearson Chi-Square 12.545 4 .014
Cramer's V .203 .014
N of Valid Cases 305

Table 5-66: Crosstabulation results

The length of relationship with the introduced person * stay/leave if the introduced person left the company
crosstabulation

The length of relationship with the introduced person Stay/Leave the Company Total
1- Yes 2- No
1 -Under 5 years Count 85 13 98
% within The long of the relationship 86.7% 13.3% 100.0%
% within Stay or No 34.6% 22.0% 32.1%
% of Total 27.9% 4.3% 32.1%
2 - 5-10 years Count 96 20 116
% within The long of the relationship 82.8% 17.2% 100.0%
% within Stay or No? 39.0% 33.9% 38.0%
% of Total 31.5% 6.6% 38.0%
3- 11-15years  Count 28 9 37
% within The long of the relationship 75.7% 24.3% 100.0%
% within Stay or No 11.4% 15.3% 12.1%
% of Total 9.2% 3.0% 12.1%
4 -16-20 years ~ Count 18 4 22
% within The long of the relationship 81.8% 18.2% 100.0%
% within Stay or No 7.3% 6.8% 7.2%
% of Total 5.9% 1.3% 7.2%
5- 20+ years Count 19 13 32
% within The long of the relationship 59.4% 40.6% 100.0%
% within Stay or No 7.7% 22.0% 10.5%
% of Total 6.2% 4.3% 10.5%
Total Count 246 59 305
% within The long of the relationship 80.7% 19.3% 100.0%
% within Stay or No 100.0% 100.0% 100.0%
% of Total 80.7% 19.3% 100.0%

It can therefore be concluded that there is a significant association between the
length of relationship with the introduced person and the customer’s tendency to

leave the company after the introduced person left the company.

Third, crosstabulation for stay with/leave the company vs. the length of time being
a company’s customer

A crosstabulation test was conducted to discover whether or not there was a significant
association between the period of time that the respondent was a customer of the
company and the customer’s decision to stay with or leave the company after the

introduced person left the company. The footnote below the Chi-Square test table
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indicates that only 1 cell (10%) has an expected count less than 5, thus there is no

violation of the Chi-Square test assumption (Pallant, 2010).

A Chi-Square test for independence indicated no significant association between the
period of time that the respondent was a company customer and the customer’s decision
to stay with or leave the company after the introduced person left the company. As
shown in Table 5.67 Chi-Square X? (4, n=305) = 5.480, P = 0.242 and Cramer's V =
134.
Table 5-67: The results of Chi-Square tests
Value df  Sig.

Pearson Chi-Square 5.480 4 242
Cramer's V 134 242
N of Valid Cases 305

Finally, the result indicated no significant association between the period of time
that the respondent was a customer of the company and the customer’s decision to

stay with or leave the company after the introduced person left the company.

Fourth, crosstabulation for stay with/leave the company vs. gender
A crosstabulation test was conducted to discover whether or not there was a significant
association between gender and the customer’s decision to stay with or leave the

company after the introduced person left the company.

A Chi-Square test for independence (with Yates Continuity Correction) indicated no
significant association between gender and the customer’s decision to stay with or leave
the company after the introduced person left the company. As shown in Table 5.68, Chi-
Square X2(1, n=305) =.736, P = 0.391 and Phi =- 0.058.

In this test the Yates Continuity Correction was used instead of Pearson Chi-Square and
Phi instead of Cramer's V because in 2 by 2 tables Continuity Correction should be
used. Also, for 2 by 2 tables the most commonly used effect size is the Phi coefficient,
while for larger tables the value to report is Cramer’s V (Pallant, 2010).

Table 5-68: The results of Chi-Sguare tests
Value df  Sig.

Continuity Correction 736 1 391
Phi -.058 312
N of Valid Cases 305
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Finally, the result indicated no significant association between the gender and the
customer’s decision to stay with or leave the company after the introduced person

left the company.

Fifth, crosstabulation for stay with/leave the company vs. age

A crosstabulation test was conducted to discover whether or not there was a significant
association between age and the customer’s decision to stay with or leave the company
after the introduced person left the company.

A Chi-Square test for independence indicated no significant association between age
and the customer’s decision to stay with or leave the company after the introduced
person left the company. As shown in Table 5.69, Chi-Square X? (1, n=305) = 2.117, P
= 0.714 and Cramer's VV = 0.083.

Table 5-69: The results of Chi—Sguare tests
Value df  Sig.

Pearson Chi-Square 2.117 4 714
Cramer's V .083 714
N of Valid Cases 305

Finally, the result indicated no significant association between the age and the
customer’s decision to stay with or leave the company after the introduced person

left the company.

5.9. Summary of part three

Part three of this chapter focuses on quantitative data analysis through counting
frequencies and Crosstabulation to answer the fourth research question of the second
phase.

The results indicates the main reasons, which make customers of SMEs stay with or
leave the company after the person who introduced this company to them left the
company and ask them to switch with him/her (Tables 5.36 and 5.64). The results
indicated that the main reason which affects the customers’ decision is whether the
company built a good organisational relationship with them or not, which is in turn
affect their satisfaction. In addition, a crosstabulation test was conducted to discover
whether or not there is a significant association between the customer’s decision to stay
with or leave the company after the introduced person leaves the company with all of
shabakat al-alakat base, length of relationship with the introduced person, length of

time being a company’s customer, gender, and age. The results indicate that the length
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of relationship with the introduced person is the only factor, which influence the
customer tendency and decision to leave or stay with the company after the introduced

person leaves the company.

5.10. Evaluation of the analyses

Power analysis (1-4) using G*Power 3.1.3 software was conduct to validate the analysis
findings of the second phase of this study. A power test refers to “the probability of
rejecting a false null hypothesis (Ho), that is, the probability of obtaining a valid result”
(Akter, D’Ambra and Ray, 2010, p. 221). Thus, power (1-5) is defined as “the
probability of successfully rejecting a null hypothesis” (Akter et al., 2010, p. 221)

Power test (post hoc) can be carried out using G*Power 3.1.3 to estimate the validity of
statistical parameters (Faul et al., 2009, Akter et al., 2010). The value of 0.80 was used
for power analysis as a convention for social science research (Baroudi and Orlikowski
1989; Cohen 1988, 1992). The results showed that the power for all the independent
variables in the research model exceeded 0.99, which compellingly exceeds the cut-off
value of 0.80 (Baroudi and Orlikowski 1989; Cohen 1992). The power analysis (1-p) for
correlation (Figure 5.26) involved one tail, effect size f°=0.3, a-error probability=.01,
total sample size=305, while the power analysis (1-f) for multiple regression analysis
(Figure 5.29) involved one tail, effect size *=0.15, a-error probability=.01, total sample
size=305 and number of predictors = 8.

Figure 5-26: The G*Power distribution plot for correlation analysis
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Figure 5-27: The G*Power distribution plot for multiple regression analysis
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Chapter Six: Discussion of the Key Findings

Table 6-1: Thesis ma
I Chapter One: Introduction

Chapter Two: Literature Review |

Chapter Three: Research Design and Methodology

I Chapter Four: Qualitative Data Analysis and Findings

Chapter Five: Quantitative Data Analysis and Findings

Chapter Six: Discussion of the Key Findings

I Chapter Seven: Conclusion I

6.1. Introduction

This chapter draws out, discusses and interprets, in the light of the previous literature,
the key findings of the qualitative and quantitative analyses. The chapter is structured
around the research questions of the two phases of the research. The questions of the
first phase were concerned with exploring guanxi-type relationships in Egypt; their
existence; meaning; names; characteristics; variables and; advantages and
disadvantages. Key variables/items of all the stages of the proposed research model and
its applicability and effectiveness in the Egyptian SME sector were also explored. The
questions of the second phase aimed empirically to test the proposed research model
linking guanxi with relationship marketing to ensure that the company retains its
customers through building the quality organisational type of relationship involved in
relationship marketing instead of the personal type of relationship involved in guanxi-
type relationships. Notably, this is the first study to explore guanxi-type relationships,
relationship marketing, and the linkage between them in Egypt and the Middle East, as
well as the first to propose and empirically test a model linkage between them.

6.2. The comparison of guanxi and relationship marketing

Before starting data collection to fulfil the aims of the thesis, it was necessary to
critically review the literature related to the concepts of both Chinese guanxi and
relationship marketing. Accordingly, the first research question and objective achieved
through critically examining the separate concepts of guanxi and relationship marketing
and providing a comprehensive analysis of the similarities and differences between
them. While research on the individual concepts is plentiful (e.g. Berry, 2002; Bruhn,
2003; Fan, 2002a, 2002b; Morgan and Hunt, 1994; Su and Littlefield, 2001; Yang and
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Wang, 2011; Yen and Barnes, 2011) and both concepts are well known individually, a
dearth of critical comparison remains in academic literature. Several scholars (Arias,
1998; Flambard-Ruaud, 2005; Geddie et al., 2005; Wang, 2007; Yau et al., 2000)
consider, in a fragmented manner, the similarities and differences between guanxi and
relationship marketing and analyse them from various perspectives. However, from
reviewing and synthesising prior research on guanxi and relationship marketing, no
comprehensive analysis of the similarities and differences between guanxi and
relationship marketing exists. Chapter Two (section 2.18) of this thesis introduced a
comprehensive analysis of the similarities and differences between guanxi and

relationship marketing, which appears in Table 2.9.

Achieving the first research objective assisted in attaining the rest of the research
objectives, as a comprehensive comparison helped to understand fully the possible links
between the concepts of guanxi and relationship marketing and provided the foundation
to develop a conceptual model linking them. Accordingly, a novel conceptual model
that links guanxi and relationship marketing to improve customer recruitment and
retention and develop the theoretical and managerial implications of such a linkage has
been developed. Prior research infers an association between guanxi and relationship
marketing, suggests the importance of the link between them, and advises that managers
can use the linkages between the approaches to improve customer recruitment and
retention (Bjorkman and Kock, 1995; Geddie et al., 2002, 2005). To date, no studies

have sought to link the two concepts, and therefore a unified model does not exist.

Thus, this thesis goes beyond the existing literature and augments it by providing a
comprehensive analysis of the similarities and differences between guanxi and
relationship marketing as well as developing a novel conceptual framework linking both
of them and helping to improve customer recruitment and retention. Consequently, this
finding is one of the original contributions made by this thesis to knowledge. It is hoped
that it will augment the literature by incorporating these findings and provide a platform

for future research.

6.3. The existence and meaning of guanxi-type relationships in Egypt
The purpose of this section is to discuss, with reference to the related literature, the
findings of the qualitative analyses used to address the first research question of the

qualitative phase.
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Q1: Do guanxi-type relationships exist in Egypt and if so, what does the term guanxi

mean in Egyptian culture?

The qualitative findings revealed that there are similarities between Egyptian and
Chinese culture, especially in the area of social relationships and highlighted that
guanxi-type relationships exist in Egyptian culture. It was no surprise to find the same
guanxi-type relationships in Egypt, as Weir and Hutchings (2005) describe the Arab
world as a society wholly reliant on a network of interpersonal connections. From a
broader perspective, this finding is consistent with the work of a few scholars who argue
that similar types of relationship to those involved in guanxi are found in the Middle
East (Hutchings and Weir, 2006a, 2006b; Smith et al., 2012a; Smith et al., 2012b).

Of particular note, the respondents in the second phase implicitly supported the idea of
the existence of guanxi-type relationships in Egypt, by agreeing to participate in the
research and confirming they experienced the situation upon which the questionnaire

was built and by filling in the second part of the questionnaire.

Valuable information regarding the origins of guanxi-type relationships in Egypt was
discovered in this research and the findings moved a step beyond the existing literature
indicating that in Egypt, the guanxi-type relationship emerged basically from the
teaching of religions (Islam and Christianity) and thus became rooted in Egyptian
society and culture. This finding will be discussed in detail later, in section 6.5.
Furthermore, the findings showed the meaning of guanxi-type relationships in Egypt to
be a person’s network of social connections including family, friends, neighbours,
colleagues or previous, classmates or previous classmates, and members of the same
social club. These social connections are used to facilitate and exchange favours among
a network’s members and to find a solution to any problem they may face. Exchanging
favours is considered a condition for the effectiveness of these social networks and
relationships. The basis for exchanging favours is mainly emotional but also
instrumental. Moreover, guanxi-type relationships are used extensively in Egyptians’
daily lives and the overall impressions of them in Egypt are positive rather than
negative. This finding about the meaning of guanxi-type relationship in Egypt is
consistent with the view of Weir and Hutchings (2005, p. 92; 2006, p. 132) about the
‘cultural networking and interpersonal connections in the Arab world’, which they refer
to as wasta. In addition, this finding reinforces the view of numerous scholars (e.g.
Alston, 1989; Fan, 2002a, 2002b; Osland, 1990; Yang, 1988; Yang 1994; Yi and Ellis,
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2000; Xin and Pearce, 1996) who referred to guanxi as relationships among people who
share common a background (e.g., people from the same hometown or district). Such
relationships include unlimited exchange of favours in order to obtaining goods and
services, the development of arrangements of reciprocal dependence, and the creation of

a sense of responsibility and indebtedness.

6.4. The appropriate name for guanxi-type relationships in Egypt

This section discusses, with reference to relevant literature, the findings of the
qualitative analyses used to address the second research question of the qualitative
phase.

Q2: What is an appropriate name for guanxi-type relationships in an Egyptian context,
does it mean (refer to) wasta, and what are the ethical and unethical practices of

guanxi-type relationships in an Egyptian context?

Interesting findings relating to the name of guanxi-type relationships in Egypt were
obtained. The findings revealed that guanxi-type relationships in Egypt could be called
al-alakat (relationships) or shabakat al-alakat (network of relationships). In the same
vein, the word maaref (acquaintances) is sometimes used among people in the society
as a name for guanxi-type relationships. However, the words al-alakat (relationships) or
shabakat al-alakat (network of relationships) are broader and most comprehensive than
the word maaref (acquaintances). Nevertheless, taking a broader perspective and apart
from the critical analysis of the academic meaning of each word and which is more
suitable, all three words carry almost the same meaning in the minds of people in Egypt;
using any of these words and delivers the same message to listeners. There is no
previous literature suggesting any of these terms as synonyms of guanxi-type
relationships in the Arab world or Egypt with the exception of Yahiaoui and Zoubir
(2006), who argue that a social network in North Africa (Tunisia, Algeria, and
Morocco) is referred to as ma ‘arifa which is the singular of the word maaref. Thus, by
introducing the name of guanxi-type relationships in Egypt as shabakat al-alakat, not
wasta and wasta which is a part of shabakat al-alakat, this research moved a step
beyond the existing literature (Hutchings and Weir, 2006a, 2006b; Smith, et al., 20123;
Smith, et al., 2012b; Weir and Hutchings, 2005, 2006), which indicates that guanxi-type

relationships in the Arab world are known as wasta.
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As a result of the lack of previous literature about shabakat al-alakat, this finding
cannot be discussed in the context of prior studies. Only a peripherally pertinent body of
knowledge relates to guanxi and wasta. Accordingly, this finding about the name of
guanxi-type relationships in Egypt extends the work of Hutchings and Weir (20063,
2006b); Smith, et al. (2012a) and Smith, et al. (2012b) who argue that guanxi-type
relationships in the Arab world are called wasta. After Cunningham and Sarayrah
(1993, 1994) and Weir (2003a, 2003b) studied the concept of wasta in the Middle East,
Weir and Hutchings (2005), were the first to draw parallels between wasta and guanxi-
type relationships and introduce guanxi-type relationships in the Arab world as wasta.
Subsequently and based on Hutchings and Weir’s perspective, some research was
conducted (Hutchings and Weir, 2006a, 2006b; Weir and Hutchings, 2006; Smith, et
al., 2012a; Smith, et al., 2012b) and considered wasta to be a type of network in the
Arab world equivalent to the Chinese guanxi. However, this view is augmented by the

findings of this research.

Likewise, respondents in the second phase (during the pre-test, piloting, and
questionnaire administration) indirectly and implicitly supported guanxi-type
relationships in Egypt being considered as al-alakat or shabakat al-alakat and not
wasta. During all stages of the research the terms al-alakat and shabakat al-alakat were
received positively without any comment that these terms were not accurate and that

there existed a more accurate term referring to the social network in Egypt.

In line with expectations, valuable information about exploring the meaning of wasta
was discovered and a distinction between ethical and non-ethical wasta was developed
in this research. The findings showed that wasta is an inappropriate synonym for
guanxi-type relationships in Egypt. It does not correctly express this Egyptian social
phenomenon of relationships that is equivalent to Chinese guanxi. The origin of the
word wasta is the word for an intermediary or mediator, an individual who mediates
between two parties to reach a result that both parties are happy with. The mediator will
impel two people to serve each other or do favours for each other. This supports the
position numerous scholars adopt when defining wasta as connection or pull and many
have viewed it as a form of intercession or mediation (Barnett, Yandle, and Naufal,
2011; Cunningham and Sarayrah, 1993, 1994; Hutchings and Weir, 2006a, 2006b;
Mohamed and Mohamed, 2011; Weir, 2003a, 2003b; Weir and Hutchings, 2005, 2006,
Smith et al, 2012a; Smith et al, 2012b).
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Moreover, the findings portrayed wasta as the action taken by people who have al-
alakat or shabakat al-alakat when they want to facilitate a specific event or facilitate
their work. Thus, wasta is one of the results or consequences of using al-alakat or
shabakat al-alakat. In other words, al-alakat or shabakat al-alakat may be considered
as the umbrella under which wasta functions. There is no previous literature suggesting
this relationship between guanxi-type relationships in Egypt, shabakat al-alakat and
wasta. Thus, this finding is considered a novel contribution made by this thesis and a
basis for subsequent research. Furthermore, the findings showed that the term wasta has
two aspects: ethical and unethical, a point which is consistent with the view of
numerous scholars (Barnett et al., 2011; Cunningham and Sarayrah, 1993; Hutchings
and Weir, 2006a; Mohamed and Mohamed, 2011; Weir and Hutchings, 2005, 2006,
Smith et al, 2012a; Smith et al, 2012b) who argue that wasta has both negative and
positive connotations and refer to ‘good’ wasta and ‘bad’ wasta. Respondents in this
study suggested that wasta becomes unethical when people try to use bribery or infringe
others’ rights. In this context, wasta has negative connotations of favouritism, nepotism
and corruption. On the other hand, it is considered ethical when individuals use it in a
moral way to obtain their rights or objectives (without bribery), which cannot
be obtained in any other way, particularly in the presence of bureaucracy and red tape.
Thus, this study also adds credence to the wasta literature by providing a framework
highlighting the borders between good and bad wasta, as shown in Chapter Four,
section 4.4.1, Table 4.4.

6.5. The key characteristics of shabakat al-alakat (guanxi-type
relationships in Egypt)

This section will discuss, in the light of the relevant literature, the findings of the
qualitative analyses used to partially address the third research question of the

qualitative phase:

Q3: What are the key characteristics, variables, advantages, and disadvantages of
guanxi-type relationships in an Egyptian context and SME sector? Can guanxi-type

relationships in Egypt play a role in attracting new customers to the SMEs?

The findings of the first phase revealed that guanxi-type relationships in Egypt (al-
alakat) or (shabakat al-alakat) have several characteristics of a cultural and social
nature, which make them rich and comprehensive networks. These characteristics mean

that guanxi-type relationships in Egypt (al-alakat or shabakat al-alakat) can be
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described as a social network, between people (personal) to exchange favours according
to the emotions (emotional, and subsequently utilitarian) over a long period of time with
an unwritten code of commitment (intangible). Moreover, shabakat al-alakat is
transferable and differs from one context to another (contextual). From a broader
perspective, guanxi-type relationships in Egypt (al-alakat or shabakat al-alakat) are
similar to the Chinese guanxi in most characteristics, except that they have a religious
origin while the roots of Chinese guanxi are from Confucian teachings. Furthermore,

guanxi-type relationships in Egypt are mainly emotional rather than utilitarian.

The findings portray Egyptians as an ‘emotional people’. The relationships among
people in Egypt depend mainly on emotions, particularly between members of the same
family, friends, and people from the same locality. This emotional relationship leads to
an exchange of favours and benefits for both sides, which make the relationship become
utilitarian, although the basis for the relationships is emotional. This point is consistent
with Elsharnouby and Parsons (2010, p. 1369) who argue that in Egypt, the emotions in
personal relationships (such as friendships) lead to “moral obligation” of parties to give
help and exchange favours and this extends to business as well. Similarly, these findings
are consistent with Al-Omari (2003, 2009), who views emotions as being prevalent in
relationships among people in the Arab world and even in a business context.
Consequently, this finding is at odds with the literature of Chinese guanxi, where
relationships with relatives are highly emotional while relationships with other social
units are mainly utilitarian (Fan, 2002a, 2002b; Zhang and Zhang, 2006). In general, the
Chinese guanxi is utilitarian rather than emotional (Luo, 2007).

Furthermore, as in China, shabakat al-alakat in Egypt is intangible; that is, without any
written contract or code of practice, where people tacitly understand the roles which
govern relationships and exchange favours. This is consistent with the view of Al-
Omari (2003, 2009); Barakat (1993) and Hutchings and Weir (2006b), who argue that in
the Arab world, the word is the bond, and what people shake hands on is what matters,
rather than what people sign. What people sign will only be used in times of conflict.
Moreover, in the Arab world, goodwill, trust and mutual respect are worth more than
what is written down (Al-Omari, 2003, 2009). The point can be added that people in the
Arab world understand and feel obliged to return or reciprocate any favours they receive
at the right moment without any written contract. Moreover, this thesis moves a step
beyond the existing literature and adds a new dimension to the meaning of the concept

of intangibility. The findings show that ‘intangible’ means that relationships and
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connections within shabakat al-alakat cannot be evaluated or priced. They can be worth
a great deal of money, can facilitate many services and bring about considerable
benefits worth a great deal, but still cannot be evaluated or counted. Accordingly, it is

expected that this finding will provide points to be explored in further research.

Additionally, the findings confirm the relationships within shabakat al-alakat to be
long-term oriented and passed down from one generation to another. Moreover, the
exchange of favours will not be simultaneous, but rather, will take place when required,
even long after the original favour. This finding is consistent with the view that in the
collective culture of the Arab world the relationships and connections are passed down
from one generation to another. People spend time and effort cultivating personal
relationships and connections and are always eager to keep long-term relationships and
pass them on to the second generation (Al-Omari, 2003, 2009; Barakat, 1993).

As discussed before, the finding also confirmed that shabakat al-alakat in Egypt
originates from the teachings of religions in Egypt (Islam and Christianity) and is thus
rooted and embedded in Egyptian society and has become part of Egyptian culture.
From a practical perspective all the practices of shabakat al-alakat in Egypt came from
and conformed to the teachings of Islam and Christianity, which encourage building
relationships with relatives, friends and neighbours and encourage them to help, assist
and provide favours to others and, because Egyptians are generally a religious people,
they adhere to the teachings of religions. This finding is partially related to, Hutchings
and Weir’s (2006a, p. 143) and Weir and Hutchings’s (2005, p. 92) argument that social
networks in the Arab world are “interpersonal connections rooted in strong family and
kinship ties,” and “supported by [not coming from] Islamic ethics and values”. From a
broader perspective, Hutchings and Weir (2006a, p. 146) note that in the Arab world,
religion, notably Islam, is a guide to action, as religion determines action in every aspect
of a people’s life, “while Confucianism is a guiding philosophy of action in social and
business life for the Chinese people”. Furthermore, Egypt is a “Muslim state and
accepts Islam as a guiding principle but has adopted Western models of political, legal,
and social order” (Hutchings and Weir, 2006a, p. 146). In support of the claims
regarding the directive role of religion, Al-Omari (2003, 2009) who stated that Islam
always plays a fundamental role in creating a type of unity in everything and that this
can be observed throughout the region, in attitudes and behaviours, “Although not all
Arabs [or Egyptian] are Muslims, the great majority of them are, and Islam in this

respect shapes people’s mindsets and opinions at a very deep level in addition to being
326



responsible for many of the behavioural patterns that can be observed throughout the
region” (Al-Omari, 2003, p.77). This is an insight that can be explored further in
subsequent social network research in the Arab world.

There was sufficient information from phase one of this study to show that guanxi-type
relationships in Egypt often differ completely in contextual terms between people
according to the strength of relationships and according to whether they are in a rural or
urban community. In rural societies, people are courteous, and freely give and accept
compliments, whereas this is less the case in urban societies. This finding is consistent
with the view of Barakat (1993, p. 52) who argues that there are differences as to what
Is acceptable in the tribe, village and city. What is acceptable in the village could not be
accepted in the city and vice versa, and, broadly, there are five value orientations that
appear to distinguish the cultures of tribe, village and city: “tribal solidarity, chivalry,
hospitality, individuality, and simplicity” Barakat (1993, p. 52). The findings also reveal
that the acceptance or refusal of a gift or favour is contextual and depends on many
factors, such as to whom the person is giving the gift and what type of relationship
exists with him or her. This point is in the same vein as Al-Omari (2003, 2009), who
clarifies that there is a difference between giving and accepting gifts in the context of
being at home having visitors and being in the office and receiving corporate gifts.
Further, even accepting a gift at home depends on the type of visitor and if the person is

visiting alone or accompanied by his family.

Finally, the notion that guanxi-type relationships in Egypt (al-alakat or shabakat al-
alakat) are social networks between people (personal) that use mediation or wasta
(transferable) has been discussed previously when discussing the names and meaning
of guanxi-type relationships in Egypt. Moreover, these three characteristics are
supported by several scholars discussing social network in the Arab world (Al-Omari,
2003, 2009; Hutchings and Weir, 2006a; Smith et al., 2012a; Smith et al., 2012b).

It is important to mention that there is no previous literature related directly to the
characteristics of social networks in the Middle East generally or Egypt specifically,
despite the fact that there is some literature comparing Chinese guanxi with a similar
type of networking in the Middle East (termed ‘wasta’) (e.g. Hutchings and Weir,
2006a, 2006b). However, the findings of this section have been discussed in the light
and context of the Arabic cultural literature, which has considered some of the

characteristics of Middle Eastern societies. Consequently, this finding is considered an
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original contribution made by this thesis and it is hoped to provide a basis for
subsequent research and augment the literature by providing a comprehensive
framework incorporating all the characteristics of the guanxi-type relationships

(shabakat al-alakat) in Egypt.

6.6. Key variables of shabakat al-alakat (guanxi-type relationships in

Egypt)
This section will discuss, in the light of the relevant literature, the findings of the
qualitative analysis related to understanding and determining what variables constitute
guanxi-type relationships in Egypt (shabakat al-alakat) in order to address the third

research question of the qualitative phase.

The literature chapter discussed the guanxi variables and noted that, although there is no
consensus among guanxi authors about what constitutes guanxi variables. In a general
sense, affection or ganging (Yang, 1994; Wang, 2007), empathy or renging (Yang,
1994; Yau et al., 2000 ), personal trust or xinyong (Xin and Pearce, 1996; Tsang, 1998;
Buttery and Wang, 1999; Yau et al., 2000), face or mianzi (Chen, 2001; Simmon and
Munch, 1996; Tsang, 1998), reciprocity or bao (Geddie et al., 2005; Yau et al., 2000)
and bonding (Kiong and Kee, 1998; Tsang, 1998; Yau et al., 2000) are recognized by
their respective scholars as the main variables of guanxi. Chapter Four outlined how the
guanxi-type relationship (shabakat al-alakat) in Egypt was a multi-dimensional
construct reflected by six variables: bonding, empathy, reciprocity, personal trust, face,
and affection. This finding provides a somewhat similar picture to the existing Chinese
guanxi literature by suggesting that shabakat al-alakat in Egypt contains all these

variables. Each variable will be discussed in the light of the previous literature.

All these variables reflected both the emotional and utilitarian sides of shabakat al-
alakat. In other words, as mentioned previously, Egyptian shabakat al-alakat is initially
emotion-oriented then afterwards tends to be utilitarian and instrumentally driven. The
findings revealed that variables such as empathy and affection represent the emotional
part of the guanxi-type relationships in Egypt (shabakat al-alakat) and are often
considered as an indicator of the closeness of network members. These emotional
variables, however, are not the sole basis of Egyptian shabakat al-alakat but utilitarian
or instrumental (reciprocity) attachments should also be included in shabakat al-
alakat’s variables as a condition of making this network and relationships effective. The

findings reveal that the exchange of favours and services is very common behaviour
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among Egyptians in the same social network. Good relationships and positive emotions
coupled with the expectation of a return of favours are the motives for reciprocity.
People in Egypt reciprocate and exchange favours and benefits for many reasons: the
expectation of a return of favours, to build a good image and reputation (face-building
and/or face-saving) which is important within shabakat al-alakat, the position of the

person who asks for favours and empathy with others, are all motives for reciprocity.

While instrumentality is a premise of shabakat al-alakat, the values and beliefs of
human emotions ensure a strong connection between or among parties involved. In
other words, shabakat al-alakat combines benefits and favour exchange, and affection
IS most appreciated. This position supports the work of numerous scholars (Chen and
Chen, 2004; Hwang, 1987; Lee et al., 2001; Su and Littlefield, 2001; Tsang, 1998;
Yang, 1995).

It is no surprise that the findings revealed that personal trust is an important variable of
guanxi-type relationships in Egypt. Trust is not something transient and fortuitous but is
built on the past history of the person’s behaviours and whether s/he has fulfilled his/her
promises and obligations towards others or not. This finding agreed with the views of
many scholars; for example, Hyder and Fregidou-Malama (2009, p. 266) indicate that
“trust is a cultural requirement in Egypt, and present in all deals.” In support of this
view, Al-Omari (2003, 2009) asserts that social behaviour in most collective cultures
such as are to be found in the Arab world is mainly dependent on personal trust and it is
important to establish trust before anything is done, as people in the Arab world want to
know others before they deal with them (Hutchings and Weir, 2006a). Moreover, trust
in Arab culture precedes business and other transactions (Al-Omari, 2003, 2009;
Hutchings and Weir, 2006a).

Furthermore, from a broader perspective, the findings show that people prefer to rely on
their social networks and contacts because they trust the members of these networks;
thus they are used as a type of protection from fraud, deception and cheating in their
daily lives. This point is consistent with Elsharnouby and Parsons (2010, p. 1370), who
argue that “Egypt is a risk-averse society, which explains the prominent role of trust in

social interactions”.

The findings also considered face as one of the important variables of shabakat al-

alakat in Egypt. These findings are consistent with the considerable body of literature
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suggesting that face plays a key role in relationships in Arab culture. Al-Omari (2003,
2009) and Barakat (1993) note that collective cultures are sensitive about losing face;
people within these cultures find it difficult to say ‘“No’ bluntly and directly and so they
will use phrases such as ‘it is difficult’ or ‘leave it with me’. By doing so, they are
trying to save their face rather than being evasive for the sake of it. “Arabs do not want
to cause anyone to lose face, and do not allow others to make [them] lose face” (Al-
Omari, 2003, p. 58). Furthermore, “Arabs are always keen to assess new acquaintances
based on their family names, [and the person’s position, achievement or job]. The
family, rightly or wrongly, also defines the individual; there are ‘good’ families and ‘not
so good’ families, and there are powerful, influential or well-known families that are
famous [for a particular trait or achievement]” (Al-Omari, 2003, p. 128). In support to
this view, Barakat (1993, p. 98) argues that “the success or failure of an individual
member becomes that of the family as a whole, [where] every member of the family
may be held responsible for the acts of every other member”. Of particular note is that
face or personal status codes govern many elements in the Arab world, for example,

marriage, divorce, and custody (Allen, 2006).

The findings also showed that in every family, clan or tribe there is one who is the head
and responsible for its members. This person is called the provider or boss. He has a
very high rank in his network as a result of his previous behaviour and past history. The
role of the family provider or boss is to support social relationships, maintain coherence
and try to solve social problems between people that will lead to the stability of social
relationships. This point is consistent with Hutchings and Weir (2006b, p. 278), who
argue that there is “the head of the family in the Arab nations performed wasta services
[which means always acts as intermediary for members in his family and mediates
services] by obtaining for the supplicant what is assumed to be otherwise unattainable.”
On a different note, Weir (2007, p. 107) argue that the concept of face is closely related
to shame in the Arab world, and that Arab culture may be “characterized as a ‘shame
culture’ rather than a ‘guilt culture’. This governs relations in all areas of social life”. In
the same vein, Barakat (1993, p. 194) states that “shame is intensely feared among
Arabs, and this fear is so pervasive that Arab society has been labeled a shame-oriented
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one .

The findings regarding the salient variables which are considered important dimensions
of shabakat al-alakat add credence to the literature of guanxi-type relationships in

Egypt and networking in the Arab world. Consequently, these qualitative findings
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augment the literature by introducing a comprehensive framework incorporating all

variables of guanxi-type relationships in Egypt (shabakat al-alakat) together.

These findings were supported in the second phase of the research where very similar
results were identified when exploratory factor analysis (EFA) was conducted to
guanxi-type relationships variables. The final exploratory factor analysis for the guanxi-
type relationships variables revealed the presence of a five-factor solution representing
bonding and affection, reciprocity, personal trust, empathy and face. Items of four
components, reciprocity, personal trust, empathy and face, loaded on their respective
factors. However, the EFA resulted in a situation where the items of bonding and
affection loaded on a single factor; thus, a new dimension emerged from the data. As a
result, it was decided to merge them into one component (factor). This factor was then

renamed the ‘affectional bond’.

As the name implies, this factor includes items, which concerned affection and bonding.
From this particular perspective, according to the nature of Egyptian culture, the reason
why bonding and affection loaded into one factor could be explained by the findings of
the qualitative phase of results and provides support for the view that Egyptian people
are ‘emotional’. The main reason for bonding among people was found to be affection
or emotions. This finding supports the work of several scholars who outlined the
essential role that emotions play in the cohesion of people in Arabic culture generally
(Al-Omari, 2003, 2009; Barakat, 1993) and several scholars across a range of cultural
contexts such as Sheth and Parvatiyar (1995a, 1995b), Chen and Chen (2004), Hwang
(1987), Su and Littlefield (2001), Tsang (1998) and Yang (1995).

Therefore, according to the results of the first and second phases of this research, it
could be concluded that there are five variables of guanxi-type relationships in Egypt:
affectional bonding, reciprocity, personal trust, empathy and face. It is clear that the
variables of guanxi-type relationships in Egypt are interwoven and cannot be separated
from each other. Trust is closely related to face, as individuals’ past history determines
their image, reputation and classification and influences the trust in them. Building on
trust and face, there is reciprocity. Accordingly, to the researcher’s knowledge, this
study is one of the first studies to develop a valid and reliable scale to measure guanxi-
type relationships in Egypt (shabakat al-alakat).
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6.7. The advantages and disadvantages of shabakat al-alakat

This section will discuss, in the light of the relevant literature, the findings of the
qualitative analysis related to the advantages and disadvantages of guanxi-type
relationships in Egypt (shabakat al-alakat) in order to partially address the third
research question of the qualitative phase.

The findings of the qualitative analysis confirmed that the success of using guanxi-type
relationships (shabakat al-alakat) yields many business benefits for network members.
These benefits include removing governmental obstacles, routine and bureaucratic
procedures; providing useful information about new governmental policies, market
conditions and competitors; promoting companies; attracting new customers; increasing
company sales and, hence, profits; and retaining customers over a long time. All these
benefits and more finally result in the success and survival of SMEs and contribute to
the enhancement of a company’s competitive advantage. Accordingly, guanxi-type
relationships in Egypt are considered an important element in conducting business in
SMEs and a necessary condition for achieving business success. This supports the
position adopted by numerous scholars across a range of different contexts (Davies et
al., 1995; Dunfee and Warren, 2001; Leung et al., 1996; Leung and Yeung, 1995; Luo,
1997; Luo and Chen, 1997; Tsang, 1998). Moreover, from a broader perspective, these
findings are consistent with the Arabic cultural literature. In the Arab world
relationships mean everything, no matter how simple the situation, and pervade the
culture of all Arab countries. Additionally, relationships are viewed as power in every
crucial decision in Arab life, arising as a direct response to red tape and bureaucracy
(Al-Omari, 2003, 2009; Cunningham and Sarayrah, 1993; Hutchings and Weir, 2006a;
Smith et al, 2012a).

Moreover, it is clear that much of the work outlining the positive influence of guanxi in
the literature focuses on the perspective of China and other Asian countries, while few
comparable studies have been carried out in the Middle East. Thus, this finding adds
credence to the guanxi-type relationship literature, which highlights the pivotal role

guanxi-type relationships play in Egyptian SMEs.

On a different note, the literature of Chinese guanxi indicates that guanxi helps to

establish a company’s good image and reputation in the marketplace amongst its

competitors. Surprisingly, the findings did not support the point that guanxi-type

relationships in Egypt help in this matter. Moreover, the literature pointed out that
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Chinese guanxi helps companies to collect arrears and late payments by customers. The
findings revealed that this could happen sometimes in very rare cases, when a company
employee who collects outstanding payments has a relationship with the late-paying
customer, but it is not common. These findings are consistent with Yi and Ellis (2000)
who argue that guanxi does not help in facilitating payment collection or in building the
corporate image. However, this position is at odds with several guanxi scholars such as
Davies et al. (1995) and Fock and Woo (1998) who pointed out that guanxi helps in

building up the company’s reputation/image and smoothes the collection of payments.

Although al-alakat is considered an important factor for doing business and is believed
to be a necessary condition for achieving business success, it involves some drawbacks,
as the findings revealed that al-alakat is time consuming when used in business as a tool
for marketing; this finding is consistent with authors such as Davies et al. (1995) and
Leung et al. (1996). Moreover, Hutchings and Weir (2006b, p. 278) support this as they
argue that in the Arab world the “process of building relationships prior to transacting
business is very time-consuming.” However, in contrast to the Chinese guanxi, the
findings revealed that using shabakat al-alakat is not expensive, as to utilise and
cultivate al-alakat in the business base all that is needed are some inexpensive tools like

a computer or telephone or mobile contract.

Furthermore, an interesting finding made by this thesis is that guanxi-type relationships
in Egypt could be a double-edged sword that repels customers rather than attracting
them, as, if the company is not trusted, the customers within the same shabakat al-
alakat will inform each other through negative word of mouth and the news will spread
around the social circle, then the customers will withdraw from the company. Thus, the
network can be a tool of repulsion rather than attraction. Moreover, the findings showed
that sometimes guanxi-type relationships in Egypt are used in unethical ways and
encourage corruption, nepotism and favouritism when people using wasta and try to ask
for something that is not their right (others’ rights) or even take their rights or achieve
their objectives through bribery or in an unethical way. This supports the position
adopted by numerous scholars (Cunningham and Sarayrah, 1993; Elsharnouby and
Parsons, 2010; Hutchings and Weir, 2006a, 2006b; Weir and Hutchings, 2005, 2006;
Smith et al, 2012a; Smith et al, 2012b).

In conclusion, the main contribution in this thesis is the introduction of a comprehensive

framework incorporating the meaning, name, ethical and non-ethical aspects,
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characteristics, variables, and advantages and disadvantages of guanxi-type
relationships in Egypt (shabakat al-alakat or al-alakat), using Chinese guanxi as a
benchmark, as shown in Figure 6.1. Hutchings and Weir (2006a, 2006b) highlighted
that networks in the Arab world generally and guanxi-type relationships specifically,
have been insufficiently researched, and there is no substantial body of literature
examining them. Moreover, they added that no substantial comparisons have been
undertaken of the networking style of the two regions, the Chinese and Arab worlds,
and that such a comparative analysis of Chinese and Arab behaviour is needed. Thus,
these findings represent an original contribution to knowledge. In addition, it is hoped
these findings augment the literature and provide a point of reference for subsequent

research.
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Figure 6-1: Comprehensive framework for the Egyptian shabakat al-alakat (guanxi-type relationships in Egypt)

Name of guanxi-type
relationships in

Egypt

Name:

Shabakat Al-alakat or Al-alakat

Meaning:

person's network of social connections includes
family, friends, neighbours, colleges, previous
classmates, and members in the same social
club. It contains emotional thus instrumental
bases; used to facilitate and exchange the favors
between the network's members as a condition
of making this network and relationship
effective and find a solution to any problem
they will face.

Two sides of wasta:

Ethical wasta:
-Getting the person his/her rights without paying
any type of bribe

Unethical wasta:

-Getting the person his/her rights by paying any
type of bribe

-Taking the person something that is not his/her
right

-Taking or seize the other's rights

Gufmxt-t.ypt? Characteristics of Variables of
relationships in , ,
Egypt is al-alakat not 8 uam.ct-t‘ype 8 uam.ct-t‘ype
relationships in Egypt relationships in Egypt
wasta
Qo -Bonding
Difference between al-alakat and g:?:ll:,zﬁg:s origin ~Empathy
wasta: Personal -Reciprocity
wasta is the action taken by people who have -Intangible -Personal trust
al-alakat or shabakat al-alakat when they want to -Reciprocal “Face .
| facilitate a specific thing or facilitate their work. -Emotional -Affection
Thus guanxi-type relationships in Egypt are not -Contextual
wasta. Wasta is one of the results or consequences -Transferable
of using al-alakat or shabakat al-alakat. -Long-term

Advantages and
disadvantages of

guanxi-type
relationships in Egypt

Advantages:

-Removes governmental obstacles and routine procedures.
-Considers to be assets and social capital equals to financial capital.
-Facilitates access to information about the market conditions,
demands and competitors.

-Helps the new companies at starting-up time.

-Helps in increasing company sales and profits, gaining valuable
feedback, retaining customers over long periods of time.

-Helps in getting raw materials in time of rarities.

-Helps companies in recruit the right employees.

-Helps in handling the problems with the customers

-Considered a sort of trust among people.
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Disadvantages:

-Considered time consuming marketing tool.

-Could be used for unethical issues thus, encourage corruption,
nepotism and favouritism.




6.8. The role of shabakat al-alakat in attracting new customers to the

company
The aim of this section is to discuss, with reference to the related literature, the
qualitative findings related to the role of guanxi-type relationships in Egypt (shabakat
al-alakat) in attracting new customers to the company, thus partially addressing the

third research question of the qualitative phase.

The first step in the proposed research model suggested the use of various bases of the
guanxi of firms’ employees (e.g., family, friends, locality and colleagues) to attract
potential new customers to the organisation. The findings indicated this step as a very
important one for the SME in Egypt, particularly at the beginning of the company’s life.
The findings highlighted that in Egypt, the shabakat al-alakat of owner/s and
employees plays a pivotal role in attracting new and valuable customers to the
companies. This finding is consistent with the theoretical suggestion made by Luo
(1997) and Dunfee and Warren (2001) indicating that managers can use guanxi to gain
access to new customers and encourage their employees to use their personal guanxi
network by rewarding and promoting them through either commissions or bonuses.
Moreover, Hutchings and Weir (2006a) indicate that in Asian and Arab countries,
people prefer to deal with people they already know and to establish a relationship
before starting a business transaction. This finding confirms that relationships are
established before transactions take place (Geddie et al., 2005; Yau et al., 2000).

Another interesting finding was that in Egypt, an inauguration party is a part of
Egyptian culture used as a first step to introduce the company to potential customers
and to attract new customers. Firms always have an opening ceremony or an
inauguration party and try to attract as many people as they can invite to attend it. This
party will let the people know about the company, its products or services and its
location. People who attend this inauguration party are the owners’ and employees’
personal networks, including friends, acquaintances, family, relatives’ families and their
wives' families. In Egyptian culture, people who attend this party will feel a kind of
obligation to help the company concerned, particularly at the beginning and will try to
buy from it; they will also tell others about the company and encourage them to buy
from it. Moreover, in Egyptian culture, people may be reluctant to buy their products
from different sources while there is a member of their social network dealing with the

same products. The idea of an inauguration party is very useful, particularly as the firm
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may expend the entire budget in preparing the shop decoration and buying the stock.
Thus, there will be little advertising because the budget is insufficient and the main
expenditure is on the inauguration party. In this inauguration party, the owner usually
provides chairs, drinks such as tea and cola, cake, sandwiches and a DJ, so the guests
can drink, eat and celebrate. This thesis is the first to note this finding, which may

augment the literature and be considered a matter for exploration by future researchers.

6.9. The types of relationship marketing investment programmes in the
Egyptian SMEs

The purpose of this part is to discuss, in the light of previous related literature, the
qualitative findings of the second stage of the proposed research model (using
relationship investment programmes) and its effectiveness in SMEs in Egypt. Thus, it
answers the fourth research question of the qualitative phase.

After new customers are invited by members of staff and engaged in an initial
transaction, in the next step of the proposed model, firms begin applying relationship
investment programmes (structural, financial, and social programmes) as a type of
inducement or customer relationship investment. Such programmes try to encourage the
customers to repeat purchase from the company, further linking the customer to the

company.

The findings of the qualitative phase explored the type of relationship investment
programmes commonly used in Egyptian SMEs and the component of each program
related to the Egyptian culture. From a broader perspective, the findings revealed that
managers of Egyptian SMEs apply three types of relationship investment programmes
but the components of each program sometimes differ according to the nature of
Egyptian culture and of the SME. More specifically, the findings confirmed that the
managers of Egyptian SMEs make considerable use of financial programmes, which
include free products or simple gifts, free services such as delivery and maintenance,
discounts, credit facilities and special offers. Furthermore, the findings showed that the
nature of the Egyptian customers is to appreciate receiving free gifts, products or/and
services over and above what they have asked for. They make the customers feel that
the company has appreciated them and increase their feeling of gratitude. The findings
also showed that the managers of the Egyptian SMEs usually apply financial
programmes to strengthen relationships with the customers and to encourage the

customers to re-purchase and recommend the company to others.
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This position is consistent with the considerable body of literature suggesting that
economic benefit is an important factor in customers’ involvement in a relationship with
companies (Berry, 1995; Hsieh et al., 2005; Lin et al., 2003; Liang and Wang, 2005;
Peterson, 1995; Wang et al., 2006). This point is also consistent with De Wulf,
Odekerken-Schroder and Van Kenhove’s (2003) who suggest that any actual financial
incentives might decrease as rivals copy these benefit. In a similar manner, Smith
(1998, p. 79) describes financial programmes “the multiplicity of economic,
performance, or instrumental [product or service related] ties or linkages that serve to

promote continuity in a relationship.”

Further, the findings indicate that the managers of SMEs in Egypt also apply
relationship marketing social programmes, such as special treats, invitations to meals
(lunch, dinner, eftar Ramadan), social gifts, invitations to holidays, invitations to theme
parks, entertainment places and mini Hajj (Omra), and send greetings, messages, mail
and email on social, religious, private and public events (for example, birthdays,
Christmas and Muslims’ Eid). Moreover, the findings indicate that the aims of applying
social programmes are to build good relationships with the customers, strengthen
relationships with them, link the customers to the company and make them feel that the
company remembers them and shares every event or occasion with them. The findings
from the current study are quite consistent with previous studies (De Wulf et al., 2001;
Liang, Chen and Wang, 2008; Liang and Chen, 2009; Palmatier et al., 2006; Palmatier,
Scheer, Houston, Evans and Gopalakrishna, 2007; Palmatier et al., 2009; Shammout,
2007), but highlight the emergence of new practices of relationship investment social
programmes related to the Egyptian and Arab culture such as eftar Ramadan, the
Ramadan calendar, Muslims’ Eid greetings, Hajj, and mini Hajj (Omra). Consequently,

it is hoped this finding augments the literature.

With respect to the structured programmes, which are related more to business
customers, the findings are consistent with the previous literature of relationship
investment structural programmes, which indicates that relationship investment
structure programmes include particular value-added benefits such as inventory control,
providing products or services from other sources to resolve the customer’s problem,
providing special reports or transactions and personalised information, customised order
processing systems, technology investments, and tailored packaging. The managers of
SMEs in Egypt apply this type of program to provide a better service to their customers,

which leads to strengthening the relationships with the customers, linking them to the
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company, and increasing productivity and/or efficiency for customers who in turn
become unwilling to switch (Berry, 1995; Doney and Cannon, 1997; Liang et al., 2008;
Liang and Chen, 2009; Palmatier et al., 2006; Palmatier et al., 2007; Palmatier et al.,
2009; Shammout, 2007). Moreover, Palmatier et al. (2006) add that structural
programmes require considerable setup efforts in order to offer customers’ unique
benefits. However, this type of programme may result in considerable strong
competitive advantages as customers do more their business with the seller in order to

benefit fully from these value-enhancing connections.

The findings also showed that all types of relationship investment programmes are not
only important for new customers who have made a first purchase to encourage them to
continue with the company, but in fact are even more important for customers who
remain with the company for a long time as a type of reward to them for their loyalty.
The customer who re-purchases from the company and is loyal to it deserves to benefit
from promotions and other types of relationship investment programmes introduced by
the company. This position supports the work of several scholars who indicated the
essential role relationship marketing investment programmes play in building and
enhancing the quality of the relationships with current customers (Liang and Chen,
2009; Palmatier et al., 2006; Palmatier et al., 2007; Palmatier et al., 2009; Shammout,
2007).

This finding was supported in the second phase of the research. Similar results were
found when exploratory factor analysis was performed for all 19 items to explore the
structure of relationship marketing investment programmes in Egypt. The final
exploratory factor analysis for the relationship marketing investment programmes
revealed the presence of a three-factor solution representing financial, social and
structural programmes. Items of the three components loaded on their respective factors,
even the items modified according to Egyptian culture, based on the findings of the first

phase.

Therefore, according to the results of the first and second phases of this research, it
could be concluded that there are three types of relationship marketing investment
programmes in Egypt: financial, social and structural programmes. These three types
contain items related to Egyptian culture. This is consistent with Hsieh et al. (2005) and
Liang and Wang (2005) who indicated how SMEs managers use financial, social and

structural programmes. By doing so, managers of SMEs avoid the problems of applying
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the financial programmes solely, where it is the easiest type of programmes for
competitors to imitate (Berry and Parsuraman, 1991; Berry, 1995). The findings also
support the work of several scholars across a range of cultural contexts such as Berry
(2005), De WuIf et al. (2003), Doney and Cannon (1997), Liang et al., (2008), Liang
and Chen (2009), Palmatier et al. (2006), Palmatier et al. (2007), Palmatier et al. (2009)
and Shammout (2007). To the researcher’s knowledge, this study is the first to explore
and develop a valid and reliable scale to measure relationship marketing investment
programmes in Egypt. It is hoped that these findings augment the literature and provide

a point of reference for subsequent research.

6.10. The model outcomes

This section discusses the qualitative findings on the effectiveness and the final results
of the proposed research model in the SMEs in Egypt. Thus, the fifth research question
of the qualitative phase was answered in the light of the previous literature.

The aims of applying relationship marketing in the last step of the proposed research
model are to build organisational relationships with customers and try to transfer the
personal relationship between the customer and the company representative to an
organisational relationship between the customer and the organisation itself. Such a
transfer aims to enhance and maintain the relationship with the customer over the long
term. Doing so enables firms to avoid the potential pitfalls of applying shabakat al-
alakat (guanxi) alone and to reduce the problem of losing the connection with
customers when the employee who brought guanxi-based business leaves the
organisation (Arias, 1998). The final hypothesised outcome of this model linking guanxi
and relationship marketing is improved relationship quality and thus customer retention
(Bruhn, 2003). As such, the research model attempts to apply is the use of relationship
investment programmes as a way of endorsement to encourage the customer to continue
purchasing from the company, as well as applying relationship marketing to enhance
customer retention and avoid or reduce the problem of the company losing its customers
when a member of the staff leaves the company and tries to invite all his/her shabakat

al-alakat (guanxi network) to switch with him or her.

The findings of the qualitative phase agreed with the idea that transferring personal

relationships to organisational relationships has the potential to retain customers,

particularly when the employee who brought guanxi-based business leaves the

organisation. The findings also explained that the company needs to provide a
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comprehensive package to the customers. This package includes a mix of all
components of relationship investment programmes followed by applying relationship
marketing as suggested in the research model. For example, this package may include
items from financial, social and structural investments programmes (e.g. delivery, long
credit period, advice and incentives, free products, gifts, offers, greetings, social
activities). These items of services and facilities are considered as a type of inducement
to repeat the purchase (Sheth and Parvatiyar, 1995b) and the first step of transferring the
personal relationship between the customer and the member of staff to the
organisational relationship. On agreement, Webster (1992) indicates that repeat
transactions lead to relationship formation, whilst Doney and Cannon (1997) and
Palmatier et al. (2006) demonstrate that relationship marketing programmes help build
relationships with customers. In a similar manner, Palmatier et al. (2009, p. 13)
demonstrate that relationship marketing programmes positively affect customers’

“feelings of gratitude,” which in turn lead to greater customer purchase intentions.

As the findings indicate, provision of relationship investment programmes should be
followed by applying relationship marketing with the customers as suggested by Sheth
and Parvatiyar (1995b). This to ensure the transferring of the relationship from personal
to organisational and keep a long-term relationship, which is consistent with
Christopher et al.’s (1991) suggestion that relationship marketing helps organisations to
foster customer commitment, follow long-term plans, and concentrate on customer
retention. Bejou et al. (1998), Little and Marandi (2003, p. 28) and Mittal and Lassar
(1998) explain that customers acquired through relationship marketing will be more
inclined to respond positively to cross-selling activities, allowing companies to obtain a
larger “share of customer wallet”. Applying relationship marketing would involve such
measures as building organisational trust and commitment, maintaining open dialogue
with customers (communication), solving customers problems easily and quickly
(conflict handling), making the customer perceive fairness (equity), sharing the same
values with them (shared values) and being empathetic towards them (empathy),
following up the customers (follow up) and being innovative in finding ways to serve
the customers and link them to the overall company. Adopting the variables of
relationship marketing supports the position adopted by numerous scholars who also
suggest applying relationship marketing through different range of variables. For
example (trust, commitment and equity; Gruen, 1995), (trust, commitment, conflict

handling and communication; Brock and Smith, 1998), (trust and commitment; Morgan
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and Hunt, 1994), (trust, commitment, empathy and equity; Ndubisi, 2004), (trust,
commitment, communication and conflict handling; Ndubisi and Wah, 2005), (trust,
communication, empathy, reciprocity and shared values; Sin et al., 2002), (trust,
communication, empathy, reciprocity and shared values; Sin et al., 2005) and (trust,
communication, empathy, reciprocity and shared values; Van Zyl and Mathur-Helm,
2007).

The findings reveal that provision of such a package of relationship investment
programmes and application of relationship marketing afterwards, may vary by
company according to its circumstances and type of business as well as according to the
type of customers. By doing so, the company will expect to transfer the personal
relationship between the customer and the member of staff to an organisational
relationship between customers and company directly. It also may make customers stay
with the company and re-purchase, as the findings for hypotheses 2, 3, 4 and 5

indicated.

The findings also indicate that by building organisational relationships and providing a
comprehensive package, the SME in Egypt will avoid or reduce the problem of
departing employees taking their personal contact customers with them when leaving
the company or losing the company its customers when one of the staff leaves the
company and invites all his/her guanxi network to switch with him or her. The
customers will stay because the company has treated them well, so they have
confidence in the company, which leads to a maintaining the business relationship. The
most important thing is that the company does not let them down, and there must be a
connection all the time to find out their desires and solve their problems. Briefly, the
company must tie them and not give them the chance to switch. In conclusion, the
findings indicated that in most cases the customers would not leave the company with
an employee who leaves the company and tries to take his/her connection or network
with him/her if the company uses relationship investment programmes and relationship

marketing with the customers.

On a different note, the findings also revealed the importance of employee retention, as
that would be reflected in customer retention. Companies should try to increase
employee retention, as this will reduce the problem of losing the connection with
customers when an employee who brought guanxi-based business leaves the

organisation and will, accordingly, influence the stability of employees, customers and
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the company. This idea is supported by Grénroos (1990) who argues that organisations
should create, continuously encourage, and appreciate the role of employees. This
increases employees’ retention and creates customer-conscious employees, which

reflects finally on customer satisfaction and retention.

The quantitative findings support the qualitative findings. The quantitative findings
revealed that almost 81% of the customers would still buy from the company even if the
person who introduced the company to them left and asked them to switch with him/her,

while 19% of the respondents would leave the company.

The findings indicated that main reasons for customers staying with a company after the
person who introduced it to them left and asked them to switch, were being satisfied
with the company as the company had built a good relationship with them and the
company always offered them more than other companies. Therefore, they were
satisfied that what the company had done for them was enough and felt it was the best
option for them. Thus, according to the customers’ responses, the research model which
includes using relationship investment programmes and relationship marketing with the
customer can help the company to retain their customers even after a member of staff
leaves the organisation and tries to take all his/her guanxi network. The impact of
relationship investment programmes and relationship marketing on customer retention
will be discussed the light of the previous literature when discussing H2 and H5,

Sections 6.12.1 and 6.13.2 respectively.

However, the previous studies about the role of relationship investment programmes
and/or relationship marketing in retaining the customers, building a good relationship
with them, or keeping them loyal (e.g. Liang and Wang, 2005; Liang et al., 2008;
Ndubisi, 2007; Palmatier et al., 2007; Palmatier et al., 2009) consider the unit of
analysis as a normal customer, whether a business customer or final consumer. This
thesis is the first to deal with a different unit of analysis, which is the customer who was
introduced and invited to the company by a member of staff who already has a good
personal relationship with him/her. Moreover, this research is the first to provide
empirical evidence that when a company provides a comprehensive package of
relationship investment programmes followed by applying relationship marketing, it can
retain a majority of the customers even if the member of staff, who invited them, left the

company and asked them to switch with him/her. As the first research to deal with this
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unit of analysis and this problem, this thesis may augment the literature and offer

avenues for future research.

There are a number of reasons for respondents leaving a company after the person who
introduced the company to them left and asked them to switch with him/her. It appears
that 21% of customers felt they could not refuse the contact person’s invitation to
switch with him/her. In line with expectations, a small percentage of the customers
would leave the company and the company would not be able to keep all the customers
after an employee leaves even after applying the steps of the proposed research model.
The feeling of inability to refuse the contact person’s invitation to switch with him/her
Is considered to be out of the company’s control and explains why some customers will
leave the company even after the company has served them well and applied
relationship investment programmes and relationship marketing. Moreover, as
mentioned earlier (when discussing the variables of shabakat al-alakat in part 6.6) the
Egyptian people and collective cultures are sensitive about losing face (Al-Omari, 2003,
2009; Barakat, 1993). Moreover, in Egypt the personal relationship implicitly imposes
an obligation on each party to give help and perform favours to the best of their ability
(Elsharnouby and Parsons, 2010; Parnell and Hatem, 1999).

Another reason for leaving is that customers are not satisfied with the company.
Moreover, others will leave the company because the company did not build a good
relationship with them and did not make enough effort to keep them. Furthermore, the
customers mentioned that there are other companies better than their current company.
All these reasons are considered to fall into the category of factors, which are within the
company’s control and can be avoided by applying the proposed research model. This
means that the company can avoid this by starting to build a good organisational
relationship with customers and apply relationship investment programmes and

relationship marketing.

Of particular note, the qualitative findings showed that in some extreme cases, if the
company does not contact customers in an appropriate way and try to tie them
institutionally, customers will not leave the company alone but will also push
employees (who have a good relationship with customers) to leave the company and
will support them by switching with them.
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Further investigation was conducted using a crosstabulation test to discover whether or
not there was a significant association between the customer’s decision to stay with or
leave the company after the person who introduced them left the company and any or all
of the following: a) guanxi bases; b) the period of time that the respondent was a
customer of the company; c) the customer’s gender and; d) the customer’s age. The
findings indicated that there is no significant association between the customers’
decision to stay with or leave the company after the person who introduced them left the
company and any of these variables. This implies that age, gender, guanxi base, and the
length of time as a customer with the company do not have any influence on the
customer’s decision to stay with or leave the company after the person who introduced
them, left the company. These findings also support the idea that the main reason for
customers staying with or leaving the company is a satisfactory relationship with the
company itself and the package, which the company provides to customers, which

includes a mix of relationship investment programmes and relationship marketing.

Moreover, a crosstabulation test was conducted to discover whether or not there was a
significant association between the customers’ decision to stay with or leave the
company after the person who introduced them left the company and the length of the
personal relationship between the customers and that person. A Chi-Square test for
independence indicated a significant association between the length of relationship with
the introducer and the customers’ decision to stay with or leave the company after the
introducer left the company. The results indicated that when the length of the
relationship between the customer and the introducer increased, so did the customer’s
tendency to leave when the introducer left the company. When the period of the
relationship is under 5 years, 13.3% of customers will leave and this percentage
increases to 40.6 % when the period of the relationship is 20 years or more. Thus, there
Is a positive relationship between the length of the relationship with the introduced
person and the customer’s tendency to leave the company after the introducer leaves the
company. This thesis is the first to provide these findings, which represent an original
contribution to knowledge and add support to the literature. In addition, it is hoped these

findings provide a point of departure for future research.
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6.11. The consequences of shabakat al-alakat (guanxi-type relationships

in Egypt)
This section discusses, in the light of related literature, the results of testing a hypothesis
related to consequences of shabakat al-alakat. Hypothesis one (H1) investigates the
relationships between variables of shabakat al-alakat (affectional bonding, reciprocity,
personal trust, empathy, and face, which were explored in the first phase and confirmed
by exploratory factor analysis) and customer retention. The examination of this
hypothesis aims partially to answer the research questions 1, 2, and 3 of the second

phase of the research.

In the proposed model, this thesis hypothesised that guanxi-type relationships in Egypt
(shabakat al-alakat) can play a role in attracting new customers to the company and
retaining them. Therefore, the following hypothesis (H1) was proposed:

Hypothesis 1
H1: There is a significant positive relationship between shabakat al-alakat (guanxi-type
relationships in Egypt) and customer retention

Hla.There are significant positive relationships of affectional bonding,

reciprocity, personal trust, empathy, and face with customer retention.

Multiple regression analysis was conducted to test the impact of each of the five guanxi
variables (affectional bonding, reciprocity, personal trust, empathy, and face) on
customer retention. The quantitative findings showed that only three variables, personal
trust, face and reciprocity, have positive relationships with customer retention. The
finding indicates that the higher the personal trust, face and reciprocity, the greater
customer retention obtained, as approximately 21 percent of the possible variance in
customer retention is associated with a set of guanxi-type relationship variables:
personal trust, face and reciprocity. This means that in the Egyptian SME sector, when
there is high personal trust and reciprocity between the customer and the member of
staff who invited the customer, the customer retention will be affected positively. When
the customer trusts the member of staff and his/her suggestion to buy from and continue
with the company, customer retention will be positively affected. Customer retention
will also be positively affected if that member of staff has good face, as face is an
important factor affecting a person’s trustworthiness in Egyptian society (as the findings
of the first phase indicate).
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A potential explanation for the positive influence of personal trust, face and reciprocity
on customer retention is that listening to the advice or suggestion of any member of a
person’s guanxi network and making a decision, such as one to buy from specific
company and continue with it, should be based on rational and logical reasons such as
the trust in that person (personal trust) who has a good public image and reputation
(face) in society and also the building of a previous history of the exchange of favours
and advice (reciprocity) with that person. Leung Wong and Tam (1995) and Wong and
Chan (1999) argue that members in the same network ‘insiders’, which have mutual
trust and face, smoothly exchange the information, advices and mutual understanding,
which help members of the network to take decisions easily. Moreover, personal trust
encourages long-term orientation and tendency to stay in a relationship with the
company (Doney and Cannon, 1997). Lu, Feng, Trienekens and Omta (2008) argue that
the personal trust helps to complete the transactions between customer and company

with less time and low cost, which lead to long-time relationships (retention).

In this way, the decision to continue with a specific company will not depend mainly on
empathy or affectional bonding (other variables of shabakat al-alakat) with that person
who offered the suggestion and invited the customer. These variables (empathy or
affectional bonding) could make the customer buy from the company but will not make
the customer continue with the company. It is important to indicate that there is little
research on the impact of guanxi through its variables, personal trust, reciprocity and
face, on customer retention and most of this literature is in a business-to-business
context. However, these findings are in agreement with Lee and Dawes (2005); Leung,
Lai, Chan and Wong (2005) and Yen and Barnes (2011), who indicate that reciprocity
and face have a positive relationship with business customer retention while personal
trust has a negative relationship. In support of this point, Lee and Dawes (2005) argue
that trust in the member of staff (personal trust) is important to companies as a starting
point because trust at the personal level can be transferred to the organisational level,
which is the aim of the research model proposed in this study. Therefore, one of the
major functions of staff is to increase personal trust and transfer it to organisational

trust.

The results also showed that personal trust makes the largest contribution to and has the
strongest impact on customer retention variance of all the variables, followed by face,

then reciprocity. Finally, all the previous results provide evidence to support hypothesis
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1, and partial support for Hla. The findings of H1 partially assisted in answering the
second phase research questions 1, 2, and 3 as shown in Table 6.2.

Table 6-2: Linkage of research questions with the results of testing hypothesis 1

Research Questions Answers Through Hypothesis Testing Results

Q1: Which variables of shabakat al-alakat are more The empirical statistics results for H1 showed
important when using it to retain customers in the that three variables personal trust, face and
Egyptian SME sector? reciprocity, are more important.

Q2: Do shabakat al-alakat influences customer Approximately 21 percent of the possible

retention in the Egyptian SME sector? variance in the customer retention is associated
with a set of shabakat al-alakat variables:
personal  trust, face and  reciprocity.
Accordingly, shabakat al-alakat has an impact
on customer retention through its variables.

Q3: Could the proposed research model benefit the Yes, according to the research model, shabakat

organisation to build a quality organisational al-alakat is used as a way to attract new

relationship with customers and retain them? customers and also play a role (through its
variables) in retaining those customers, as the
findings for H1 showed.

By answering the above research questions, this thesis extended the literature of guanxi-
type relationships or social network in Egypt (shabakat al-alakat) and filled the gap in
the literature by providing much-needed empirical support on the uses and influence of
shabakat al-alakat (guanxi-type relationships in Egypt). The findings identify the most
important variables of shabakat al-alakat that a company needs to utilise as a way to
attract customers, as well as showing that shabakat al-alakat (guanxi-type relationships
in Egypt) could play a role not only in attracting customers but also in retaining those
customers. Specifically, this applies if there is personal trust, face, and reciprocity
between the customer and the member of staff who invited the customer. To the
researcher’s knowledge, this study is the first to explicitly test the relationship between
guanxi-type relationships and customer retention, which is considered a novel

contribution made by this thesis.

6.12. The consequences of relationship investment programmes

This section discusses the result of testing hypotheses related to consequences of
relationship investment programmes. These hypotheses are 2, 3 and 8. The examination
of these hypotheses aimed partially to answer the research questions 1, 2, and 3 of the
second phase of the research.

6.12.1. Relationship investment programmes and customer retention
This section discusses, in the context of the relevant literature, the results of testing the

relationships between relationship investment programmes (social, financial and
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structural explored in the first phase and confirmed by exploratory factor analysis) and
customer retention. One hypothesis (H2) was put forward, representing the positive
relationship between relationship investment programmes (social, financial and

structural) and customer retention.

Hypothesis 2
H2.There is a significant positive relationship between relationship investment

programmes and customer retention.

H2a.There are significant positive relationships between relationship investment social

programmes, structural programmes and financial programmes and customer retention.

Multiple regression analysis was conducted to test the impact of each of the three
relationship investment programmes (social, financial and structural) on customer
retention. The findings revealed that the results for the relationship between the three
types of relationship investment programmes and customer retention were mixed. It was
found that structural and financial programmes had a positive relationship with
customer retention, while social programmes did not. The finding indicates that the
higher the structural and financial programmes, the greater the customer retention
achieved as approximately 31 percent of the possible variance in the customer retention
is associated with structural and financial programmes. The results also showed that
financial programmes make a larger contribution to the customer retention variance
compared to structural programmes. This means that customer retention in Egyptian
SMEs is affected more by financial and structural programmes than by social
programmes. This suggests that financial and structural programmes used by SMEs in
Egypt are crucial to enhancing customer retention. Indeed, it may also imply that the
type of customer dictates the effect of each type of these investment programmes. That
is, if price becomes an issue, these types of financial incentives may have a greater

effect on customers who purchase more often (Shammout, 2007).

The findings of this thesis are consistent with the few scholars who studied the
relationship between relationship investment programmes and customer retention. For
instance, Liang et al. (2008) indicate that the three types of the relationship investment
programmes have an indirect impact on customer retention through relationship quality
and hence customer loyalty. The finding is also in full agreement with Venetis and
Ghauri (2004), who found that social programmes do not have any relationship with

customer retention, while there is an indirect relationship between structural
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programmes and customer retention. These results are also consistent with scholars such
as Liang and Wang (2005) and Palmatier et al. (2009).

Some explanation for the result for H2 comes from the findings of the qualitative phase,
which discussed in the light of the relevant literature in Section 6.9. The findings of the
quantitative phase are consistent with the qualitative findings of this thesis which
showed that the nature of Egyptian customers is to appreciate financial programmes
(e.g. free gifs, products or/and services) over and above what they had asked for, which
make the customers feel appreciated and stimulates their gratitude. In addition, it is
noted that while structural programmes are related more to issues that help to increase
productivity or efficiency (or both) for customers (e.g. specific staff members and
customized packaging), in the end, this issue concerns money and has a financial

nature/impact.

The lack of influence of social programmes on customer retention is in agreement with
the qualitative findings, where the interviewees indicated that they always use social
programmes with business customers, who have good and strong relationship with them
for a long time, to let them know that they remember them all the time and give a social
dimension to the relationship with them, while this research in its second phase was
applied to a final consumer and not to business customer. Moreover, this finding is
consistent with Venetis and Ghauri (2004), while contradicting the results of Harris,
O’Malley and Patterson (2003), and Seabright, Levinthal and Fichman (1992), who
argue that the social programmes will be more important in the service sector, differing

from the sector which is the context of this study.

Finally, all the previous results provide evidence to support hypothesis 2, and partial
support for H2a. The findings for H2 helped in partially answering research questions 1,

2, and 3, as shown in Table 6.3.
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Table 6-3: Linkage of research questions with the results of testing hypothesis 2

Research Questions

Answer Through Hypothesis Testing Result

Q1. Which program/s of relationship investment
programmes is/are more important in the Egyptian

The empirical results for H2 showed that financial
and structural programmes are more important.

SME sector?

Q2. Do relationship investment programmes
influence customer retention in the Egyptian SME
sector?

Yes, approximately 31 percent of the possible
variance in the customer retention is associated
with the financial and structural relationship
investment programmes. Accordingly, financial
and structural relationship investment
programmes have an influence on customer
retention.

Q3: Could the proposed research model benefit the
organisation to build a quality organisational
relationship with customers and retain them?

Yes, the findings of H2 showed that relationship
investment programmes can play a role in
affecting customer retention positively.

6.12.2. Relationship investment programmes and relationship quality

This section discusses, in the light of the relevant literature, the results of testing the
relationship of relationship investment programmes (social, financial and structural)
with relationship quality. One hypothesis (H3) was proposed, representing the positive
relationship between relationship investment programmes (social, financial and

structural) and relationship quality.

Hypothesis 3
H3.There is a significant positive relationship between relationship investment
programmes and relationship quality.
H3a.There are significant positive relationships of relationship investment social
programmes, structural programmes and financial programmes with relationship

quality.

Multiple regression analysis was conducted to test the impact of each of the three
relationship investment programmes (social, financial and structural) on relationship
quality. Similar to the results from H2, the results for the relationship between
relationship quality and the three types of programmes were mixed. It was found that
structural and financial programmes had a strong positive relationship with relationship
quality, while social programmes did not. The finding indicates that the higher the
structural and financial programmes, the better the relationship quality with customers,
since approximately 33 percent of the possible variance in relationship quality is
associated with structural and financial programmes. The results also showed that
financial programmes make a larger contribution to the relationship quality variance
than structural programmes. The reason for this is that the goods and services sector (the

context of this study) is associated with a higher degree of standardisation and low
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variability, making price and financial issues the primary and most influential factor for
customers (Guiltinan, 1987; Liang et al., 2008). Moreover, these findings imply that
financial and structural programmes used by SMEs in Egypt are important to improving
the quality of their relationships with customers, as Egyptian SMEs’ customers are
affected more by financial and structural programmes. These results are consistent with
Wu, Shih and Chan (2008) and Liang et al. (2008), who indicated that relationship
investment programmes have a direct impact on relationship quality, as well as with
Mitrega and Katrichis (2010); Palmatier et al. (2006); Palmatier et al. (2007);Yoon,
Choi and Sohn (2008) and De Wulf et al. (2001).

As indicated earlier when discussing H2, this finding also agrees with the qualitative
findings of this thesis, which showed that the nature of Egyptian customers is to
appreciate financial programmes. The lack of influence of social programmes on
relationship quality found in this study apply in the business-to-customer context and
not the business-to-business context, while the qualitative findings indicate that SMEs
in Egypt use social programmes more with business customers than with individual
ones. This finding could be explained by Wang et al. (2006), who suggest that
relationship quality is considerably affected by social programmes in the case of high-

involvement business customers.

Finally, all the previous results provide evidence to support hypothesis 3, and partial
support for H3a. The findings of H3 helped partially to answer research questions 1, 2,
a