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ABSTRACT

Due to the uncertain, changing landscape and challenges in the fast-moving fashion
retailing market, fashion retailers have to find their way to stay competitive and survive in
the market. One of the ways is through effective use of branding. Focusing on a currently-
leading, Japanese fast fashion retailer (Uniqlo), this research sought to determine the
branding attributes which could lead to the formation of brand loyalty among customers.
The Service Brand Verdict Model (SBVM) served as the basis for this study’s research
model. Through the partial least squares (SmartPLS 3.2.6) analysis on 309 Uniglo
customers, the results showed that merchandise, value-for-money, feelings, self-image
congruence and uncontrolled communications are significant aspects that contribute to
building brand loyalty among customers. In building intense and active loyalty among
customers, both tangible and rational aspects of a brand as well as the imagery and
emotional aspects of it need to be integrated in strategic branding decisions.
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INTRODUCTION

Fashion retailing is a fast-moving industry characterised by boundless, increasing
competition. It has been frequently referred to as an uncertain, changing, and
challenging landscape. As a consequence, fashion retailers have to frequently find
ways to sustain their presence in the marketplace while remaining profitable at the
same time. In Malaysia, the fashion retailing industry has demonstrated positive
performance over the last few years (Euromonitor International, January 2017).
Like other consumers worldwide, Malaysians are becoming more demanding,
more discerning, and less predictable in their consumption behaviour. Malaysians,
especially the millennial consumers, are very image-conscious. They are considered
as heavy consumers, especially on apparel and personal accessories, and this has
contributed to the strong performance of retail channels.

From a gender perspective, menswear showed a value growth of 6% in 2016 while
womenswear showed a value growth of 5% (Euromonitor International, March
2017a, 2017b). This statistic indicates that men are also paying more attention
towards their appearances. From a fashion retailer perspective, Malaysians have
been and are projected to continue paying more attention towards international
fashion brands. Due to that, major fashion retailers such as Uniglo, H&M, Cotton-
On, Zara, and Mango are still expanding their stores across the nation rapidly to raise
their brand awareness (Euromonitor International, January 2017). Furthermore, to
stimulate consumer demand and encourage consumers to spend, fashion retailers
have resorted to implementing aggressive marketing strategies.

In order to remain viable in the marketplace, it is pertinent that fashion retailers
understand the key drivers of retail success. One of these key drivers includes
effective branding. If successful, a brand can serve as a company’s strongest
weapon and best guarantee of corporate survival (Temporal, 2000). However, all
too often companies either do not fully appreciate the power of their brands or that
they fall short in executing strong branding strategies. According to Berry (2000),
branding is seen as a key success factor for service organisations and that it must
be seen as a “cornerstone of services marketing”. To consumers, brands could
convey rich meaning and connotation. Therefore fashion retailers should take the
advantage to build a relationship between themselves and their customers. When
a customer has enhanced strong relationship with the brand, this could drive the
customer to be loyal towards the brand.

Brand loyalty in this study is defined as “a deeply held commitment to rebuy or
repatronise a preferred product/service consistently in the future, thereby causing
repetitive same brand or same brand-set purchasing, despite situational influences
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and marketing efforts having the potential to cause switching behavior” (Oliver,
1999, p. 34). Brand loyalty can be approached from two main perspectives namely
the behavioural approach and the attitudinal approach (Jacoby & Chestnut, 1978).
Behavioural loyalty is based on actual purchase behaviour (overt behaviour) and
also known as actual past behaviour (Jacoby & Chestnut, 1978). On the other
hand, attitudinal loyalty is based on preference or intention to behave but it is
not an actual purchase behaviour (Jacoby & Chestnut, 1978) rather the overall
feelings of the consumer towards the entity and his or her intention to purchase
(Schiffman & Kanuk, 2014). The outcome of brand loyalty is believed to drive
brand profitability (Marticotte, Arcand, & Baudry, 2016). For example, previous
researchers such as Reichheld (1996) had identified that brand loyal customers
are more willing to pay for the brand because the uniqueness value of the brand
cannot be substituted by other brand-name. Similarly, brand loyalty could lead to a
greater market share when loyal customers keep repurchasing the brand. Moreover,
because of the loyalty, positive word-of-mouth will also be spread either through
online or offline environment (Wallace, Buil, & Chernatony, 2014). All the above
outcome is closely associated with the increase of brand equity. For this reason,
superior brand evaluation by the customer is very important.

Objective of the Study

Japanese retail brands have started gaining recognition and popularity among
consumers worldwide, in particular, the fashion brand Uniglo. Beginning with just
one store in the suburbs of Japan in 1984, Uniqglo today has established itself as
one of the most recognised and admired fashion brands in the world with more
than 1,300 stores in 15 countries throughout Asia, London, Europe, and the USA.
Uniglo has become the envy of retailers worldwide with its brand value of US$4.16
billion surpassing US rival, the Gap’s, brand value of US$3.92 billion (Interbrand,
2014).

As a fairly new entrant to the Malaysian market, Uniqlo has successfully gained
awareness among consumers of all ethnicities and age groups within a short period
of time. With Uniqlo’s slogan “Made for All”, it offers a wide range of “lifewear”
(clothing as how the company calls it) that is high-quality, functional, innovative,
and affordable for men, women, and kids. Furthermore, Uniqlo is not an ordinary
fashion brand that offers only fashion trends but it is also a fashion brand that offers
clothing innovation through product innovations such as HeatTech and AlRism.

This has prompted its rapid expansion within the last few years ever since entering
the Malaysian market circa 2010. As of August 2017, there are 41 Uniqlo stores
spread out across both East and West Malaysia (https://www.uniqlo.com/my/
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store). What makes Malaysian consumers attracted to and continue to patronise this
Japanese retail brand? Accordingly, this study was driven by the aim of acquiring a
deeper understanding on the way in which Malaysian consumers make sense of and
evaluate Japanese retail brands particularly Uniqlo. This study strived to uncover
the aspects or attributes of branding which were meaningful to consumers during
their experience with Uniqlo that led them to their loyalty towards the brand.

In other words, the crux of this study is simple — to identify the key drivers of
brand loyalty in the context of retailing by focusing on one popular Japanese
retail brand. To do so, we applied and modified the Service Brand Verdict Model
(SBVM) developed by Grace and O’Cass (2005). The SBVM which was originally
constructed as sufficient enough to be applied in most service settings, should in
fact deserve more attention from scholars in the retailing context. The retailing
industry has now evolved into an era dominated by single brand retailers such as
Uniqlo whereby all aspects of branding need to be considered prudently should
one aspire to survive in this industry. The SBVM with its simple premise as well
as holistic coverage of brand aspects can serve as an appropriate model to study
brand loyalty in single brand retailers. Grace and O’Cass (2005) and Krystallis
and Chrysochou (2014) may have empirically verified the SBVM, however more
studies are needed to apply the SBVM in different settings. In this case, the SBVM
was applied in the context of single brand stores of foreign brand origin, an area
which is still in want of research studies.

Furthermore, the application of SBVM in this study was modified in that only the
impact of branding aspects on brand loyalty were examined. The main intent was
to examine how brand loyalty can be developed using the most parsimonious of
branding variables as upheld in the SBVM. In the midst of complicated models
consisting of conditional (third) variables, oftentimes it is the basic and most
uncomplicated of things studied, grounded on the principle of parsimony that are
able to deliver simple but deep insights. This study attempts to fulfill that neglected
void for straightforward and direct studies.

Significance of the Study

Focusing on retail brand evaluations held by Malaysian consumers is crucial given
that retailing is an important industry for Malaysia. It is a significant contributor
to the economic development of the country. The wholesale and retail sector is
the fourth biggest contributor to Malaysia’s gross national income (GNI) among
the 12 National Key Economic Areas, contributing to a growing share of gross
domestic product (GDP) between 2010 and 2015 which grew 30% from RM797.3
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billion to RM1.13 trillion (Economic Transformation Programme, 2015). Retailing
also attracts tourism which is another major income generator for the country.
Since 2014, tourists’ spending in the retail sector has contributed over RM21.6
billion to the country’s economy. This has made Malaysia the 10th most attractive
countries for retailers (Economic Transformation Programme, 2014). Furthermore,
Malaysia’s Private Consumption accounted for an average share of 47.1% or its
nominal GDP from March 1991 to September 2017 (CEIC, 2017). To achieve the
2020 GNI target, the retail sector would be a key driver of domestic consumption,
which in turn will lead to Malaysia’s economic growth. Therefore, there is a need
for attractive retail brands that can boost domestic consumption while at the same
time stimulate tourist expenditure. For this reason, studies such as this would be
beneficial in helping aspiring as well as struggling retailers, both small and large,
on the ways of creating powerful brands by drawing lessons from one of the world’s
dynamic, leading retail brands, i.e. Uniqlo. When most of the big brands such as
Old Navy and Banana Republic are closing their stores overseas and concentrating
on the US market, Uniglo seems to be going the opposite direction where they
continue on with their plans for global expansion (Melody, 2016). As in Malaysia,
the fashion and design industry has a great potential to grow (Melody, 2016).

LITERATURE REVIEW
Theoretical Foundation

Several theories had been proposed by previous researchers (Chernatony & Riley,
1998; Berry, 2000) in understanding branding from various perspectives and in
different contexts of study. However, none of these theories help to explain how
customers evaluate and respond towards a brand. For example, Berry (2000)
proposed a Service-Branding Model on the analysis of existing matured brands
but the constructs (servicescapes, word-of-mouth communications, publicity, and
advertising) had not been tested empirically. As for Chernatony and Riley (1998),
their study only focused on branding experts without involving the end users. Due
to this limitation, the SBVM was proposed to explain how consumers evaluate
and respond to the brand. The SBVM was proposed by Grace and O’Cass in 2005.
According to this model, it could provide a better picture of service branding which
had not been done so in previous research. Furthermore, the nature of service
brand which is based on experience and delivered by employees could contribute
to a different outcome as compared to physical goods. Due to this, the dimensions
of this model are relevant to consumers’ perspective on service brands and more
importantly in Japanese brand name, Uniqlo.
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In the SBVM, Grace and O’Cass (2005) identified two key constructs which are
brand evidence and brand hearsay. Brand evidence refers to the brand attributes
that are being experienced by the consumer during the pre-purchase as well
as the consumption stage. The dimensions in brand evidence consist of brand-
name, merchandise, value-for-money, servicescape, employee service, feelings,
and self-image congruence. These dimensions will influence customers’ brand
evaluation. As for brand hearsay, it consists of two types of communication which
are controlled and uncontrolled communications. Similar to brand evidence, these
communications will be received by customers prior to the purchase and it will
influence customers’ evaluation towards the brand. Given its merits, the SBVM
served as the basis for this study’s research framework.

Development of Research Framework and Hypotheses

Brand name is very important for a product or a service to be successful in the
market. Brand name is defined as a “multidimensional construct consisting of
functional, emotional, relational and strategic elements that collectively generate a
unique set of associations in the public’s mind” (Aaker, 1996, p. 68). Brand names
are also a source of differentiation between an organisation and their competitors.
When buying a product or a service, most of the customers buy according to the
brand name that could give them the best value. Furthermore, brand names also
help customers to recall the brand’s benefits. However, if a brand name fails or leads
to a negative perception, an organisation will face difficulties to reverse it (Aaker,
1996). As a result, brand name dilution or enhancement, either to prevent negative
perceptions or to enhance existing equity, is of critical interest to organisations
especially to the managers (Gurhan-Canli & Maheswaran, 1998). Indirectly a
brand name becomes the product’s/services’ inferences as well as evaluations
(Heckler, Keller, Houston, & Avery, 2014). Therefore, fashion retailers should
acknowledge their brand names’ contribution in communicating the brand because
it could lead to brand loyalty.

H1: Brand name has a positive influence on brand loyalty.

Retailers offer a unique assortment of merchandise in their stores to maximise
their appeal to customers. Customers identify a fashion retailer through their
merchandise and make most of their purchase decisions based on these merchandise.
Furthermore, cognitive factors such as the variety of merchandise, could lead to
a positive customer behaviour especially in spending more money and time in a
store (Donovan, Rossiter, Marcoolyn, & Nesdale, 1994). Pan and Zinkhan (2006)
had identified that assortment of merchandise was ranked highest by customers
as compared to other factors in choosing a particular retailer. Morales, Kahn,



Key drivers of brand loyalty among Malaysian shoppers

McAlister, and Broniarczyk (2015) also confirmed that customer’s attitudes and
their possibility of shopping at a particular retail store especially fashion retail
stores are positively linked to their view of the variety of merchandise available.
Due to this, retail stores that can provide an assortment of merchandise for their
customers will contribute to their store image, their store brand (Merrilees, Miller,
& Shao, 2016), and more importantly as a key determinant for future patronage
of the retailer (Bauer, Kotouc, & Rudolph, 2012). This could lead to the biggest
influence towards customer satisfaction with the merchandise provided by the
retailer (Kursunluoglu, 2014; Marques, Cardoso, & Palma, 2013) and influence
customer evaluations towards brand loyalty.

H2: Merchandise has a positive influence on brand loyalty.

Value-for-money is always linked with consumption (Grace & O’Cass, 2005).
Despite having some similarities, value-for-money differs from perceived value.
Perceived value is customers’ overall assessment of utility of a product based on
perceptions of what is received and what is given (Zeithaml, 1988). In short, this
assessment is a comparison between what the customer gets and what he/she has
to give for a product or a service. However, the most common definition of value
is the ratio or trade-off between quality and price which is a value for money
conceptualisation (Sweeney & Soutar, 2001). Value-for-money is the utility
derived from the product due to the reduction of its perceived short- and long-term
costs (Sweeney & Soutar, 2001). From customers’ perspective, a brand that has
value-for-money is linked with the quality of the product that they purchase. In
addition, brand and price are factors that customers will look into when there is
lack of confidence in choosing the most appropriate alternative products (Suarez,
Quinones, & Yague, 2016). In other words, the “trade-off”” between what is being
sacrificed in enabling them to obtain what they want (Zeithaml, 1988). Therefore,
customers’ perceived value towards a product or a service could influence their
purchase given that consumers have become more demanding and discerning in
their purchase behaviour.

H3: Value-for-money has a positive influence on brand loyalty.

Servicescapes refer to the physical environment of a service business or a place
where products are sold. This includes the space/function; signs, symbols, and
artifacts; and ambient conditions of the environment (Raab, Zemke, Hertzman, &
Singh, 2013). More importantly, servicescapes influence consumers’ emotional,
cognitive, and psychological responses (Bitner, 1992; Sachdeva & Goel, 2015).
For example, retailers could break free from the standard design of servicescapes
by creating more interactive, immersive, and authentic environments (Foster &
McLelland, 2015). Subsequently, these could influence consumer evaluations
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towards the retail environment experiences (Durna, Dedeoglu, & Balikcioglu,
2015) and their behaviours. Therefore, if consumers have a great experience
towards the servicescapes, it will influence them to return and be loyal towards the
fashion retail store.

H4: Servicescapes have a positive influence on brand loyalty.

Employee service refers to the service provider’s employees’ behaviour, response,
or performance while they are serving and assisting the customers (Liao & Chuang,
2004). Customers will evaluate the employees’ service quality and determine the
worthiness to stay loyal towards the brand (Ramaseshan, Rabbanee, & Burford,
2017). In other words, customers’ perception of service quality of a retail store is
highly reliant on the employees’ activities and behaviour. Therefore, considering
and meeting customers’ expectations is very important in delivering good
employee service. Research has identified that employee service has a positive
effect on customer loyalty (Rabbanee, Burford, & Ramaseshan, 2015).

HS5: Employee service has a positive influence on brand loyalty.

Feelings play a very important role in consumer decision making especially
in purchasing a fashionable brand. Furthermore, it has a profound effect on
consumption experiences and consumer reaction (Babin & Babin, 2001). There
is, however, some distinction between feelings and emotions. While emotions are
mental states of readiness that stem from the appraisals of events or one’s own
thoughts, feelings are perceived physical or mental sensations (Bagozzi, Gopinath,
& Nyer, 1999). The arousal of positive feelings at the time of consumption has been
shown to affect several brand outcomes in a positive way such as customers’ brand
choice, brand loyalty, and brand retention (O’Cass & Grace, 2004). Therefore, if
customers are feeling uncertain towards a brand, they are less likely to buy. Berry
(2000) observed that retail brands need to make strong feeling connections with
their customers. Customers who have stronger feelings for a brand will tend to
trust a brand more. When trust occurs, customers will be emotionally reliant, and
this will affect them when purchasing and using the brand (Dunn & Schweitzer,
2005). Subsequently when customers’ have positive feelings towards the brand,
this may explain the condition that they would consider being loyal towards the
brand.

H6: Feelings have a positive influence on brand loyalty.

Self-image congruence refers to the match between customers’ self-concept
and the user image of a given brand (Kressmann et al., 2006). In other words,
customers will evaluate the brand based on the brand’s user-image with their own

8
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self-concept. Accordingly, the higher the degree of congruence, the higher the
intention to purchase will be. The consumption of a brand symbolises a person’s
attributes, motivations, and social patterns (Hosany & Martin, 2012). To maintain
one’s self-image congruence, consumers will stay loyal towards the brand (Das,
2014). Hence, self-congruity could influence and play a very important role in
customers’ brand loyalty (Kressmann et al., 2006).

H7: Self-image congruence has a positive influence on brand loyalty.

Controlled communications in the form of advertising and promotions play a
dominant role in establishing awareness and customers’ attachment towards the
brand (O’Cass & Grace, 2004). It is a bridge that links the organisation’s identity
with the image of the company (He & Mukherjee, 2009). According to Johan van
Rekom (1997), control communications could improve a certain desired corporate
image for target audience. For example, advertising plays a very important role
especially in affecting customers’ attitude, intentions as well as perceptions towards
a product or service. Furthermore, advertising also includes corporate logo, which
is important for product and corporate companies because it helps customers
reduce their doubts and uncertainties, creating future purchase intentions, and more
importantly convey a favourable brand image when compared to their competitors.
Since controlled communications will influence customers’ evaluation of brand
dimensions, therefore, controlled communications delivered by retailers to their
customers ought to be relevant (Krystallis & Chrysochou, 2014).

HS8: Controlled communications have a positive influence on brand loyalty.

Similar to controlled communications, uncontrolled communications in the likes
of word-of-mouth, non-paid publicity, or tertiary communication have the same
important role in influencing customers’ awareness and attachment towards the
brand (O’Cass & Grace, 2004; Melewar, Foroudi, Gupta, Kitchen, & Foroudi,
2017). Uncontrolled communications can exert either positive or negative impact
towards a retailer’s brand. In other words, uncontrolled communications will
have either positive or negative effect towards customer evaluations of the brand.
Moreover, customers tend to believe uncontrolled communications more than
controlled communications because the comments or the publicity that are given
by other customers or parties are their pre-purchase expectation of the brand and
post-purchase experience with the brand (O’Cass & Grace, 2004). This indirectly
will challenge the dynamics of the retailers’ brand. Therefore, uncontrolled
communications have the power to influence customers’ brand loyalty tendencies.

H9: Uncontrolled communications have a positive influence on brand
loyalty.
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Brand name Feelings
Merchandise \ Self-image
\ / congruence
Value-for-money > Brand Loyalty
\ Controlled
Servicescapes communications
Uncontrolled

Employee service

communications

Figure 1. Research framework

METHODOLOGY
Population and Sample

The population of this study concerns Uniqlo customers in Malaysia. Specifying
the entire population of Uniqlo customers in Malaysia would not be possible, as
they would not all be known and access will be difficult. For this reason, a non-
probability sampling method, particularly purposive sampling, was used whereby
consumers who have experienced Uniqlo before would be targeted. This meant
that consumers would have to be aware of the Uniqlo brand name and have at least
visited the stores before they can qualify as respondents for this study. From there
on, a snowball sampling method (which is a subset of purposive sampling) was
applied in which the respondent was asked to suggest someone else such as their
family members and friends whom they know would be appropriate respondents
for the study (i.e., being Uniqglo customers). Consumers were approached and
surveyed mainly via two methods: face-to-face and online. In this way, respondents
would be able to concentrate better on answering the survey as opposed to a mall-
intercept method where noise and other distractions are most likely to impair survey
completion. The data collection via face-to-face method was conducted mainly in
Penang, Kuala Lumpur, and Selangor. These are the most urban, populous areas
in Malaysia where there is high purchasing power and brand savviness among the
consumers. In addition, the number of Uniqlo stores are also high in these three
areas (total of 27 stores). A total of 309 usable responses were obtained from the
sampling exercise and used for the analysis.

10
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Instrument

The survey of Uniqlo customers was carried out using a self-administered
questionnaire. Prior to the data collection, a pre-test was carried out to ensure that
the questionnaire was comprehensible. Confusing or unclear words and statements
were removed at this point. The finalised questionnaire for data collection was
made up of several sections. The first section queried the demographic details of
the respondents such as their gender, ethnicity, and age group. The subsequent
sections inquired the respondents’ shopping experience with Uniqlo such as
their purchase frequency and also their experience with Uniqlo across a range of
branding aspects. Altogether, respondents spent approximately 10 to 15 minutes
answering the questionnaire.

Measures

Two primary sides of branding aspects were examined namely brand evidence
(Brand Name, Merchandise, Value-for-Money, Servicescapes, Employee Service,
Feelings, Self-Image Congruence) and brand hearsay (Controlled Communications
such as advertising and promotions, Uncontrolled Communications such as
publicity and word-of-mouth) along with the outcome of the branding aspects
which was assessed via brand loyalty. The items/measures of the branding aspects
in the questionnaire were adapted from the measures in SBVM (Grace & O’Cass,
2005). Brand Name, Merchandise, Value-for-Money, Servicescapes, Employee
Service, Controlled Communications and Uncontrolled Communications were
measured using a 7-point Likert scale ranging from 1 = strongly disagree to
7 = strongly agree. On the other hand, Feelings, Self-Image Congruence, and
Brand Loyalty were measured on a 5-point Likert scale ranging from 1 = definitely
disagree to 5 = definitely agree.

Data Analysis

Two analysis software packages were utilised for the analysis of data. SPSS
20 was used to compute the descriptive statistics (frequencies, percentages) for
the respondents’ demographic profile while SmartPLS 3.2.6 (Ringle, Wende,
& Becker, 2015) was used for the partial least squares analysis of this study’s
measurement model and structural model. Following Anderson and Gerbing’s
(1988) recommended two-stage analytical procedure, the measurement model was
tested prior to the testing of the structural model. The validity and reliability of the
measurement model had to be established first before proceeding to examine the
structural model for the hypothesised relationships.

11
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RESULTS
Respondents’ Demographic Profile

Out of 309 respondents, majority were females (64.4%). A high percentage were
Millennials, as those who fell under the 18-29-year-olds group constitute 77.3%
of the respondents. This was followed by respondents who were aged between
30-39-year-olds (13.9%), 40—49-year-olds (6.5%), and finally 50-59-year-olds
(2.3%). Given that Malaysia is a multiracial country, respondents were of different
ethnicities. The Chinese constitute 58.3% of the respondents followed by the
Malays at 36.9%, and the Indians at 4.9%. Most of them had at least a bachelor’s
degree (43.4%). The remaining respondents had at least some secondary
school education (5.2%), pre-university or matriculation qualification (27.2%),
a certificate or diploma (19.4%), or a master’s degree and above (4.9%).

Common Method Bias

Common method bias is a serious issue in management research in which the
variance is attributed to measurement method rather than variance explained by
the study’s constructs. The measurement items in this study were tested for bias
using the Harman’s single factor test. Through the principle components factor
analysis, the principal factor explained was 31.76% showing no indications of
common method bias given that the principal factor did not account for a majority
of variance explained. In short, the percentage of variance explained for a single
(principal) component in the factor analysis does not exceed 50% (Podsakoff &
Organ, 1986).

Measurement Model

Prior to hypothesis testing, the measurement model of this study had to be assessed
for its convergent and discriminant validity. The measurement model consists of
relationships among the latent constructs of interests and the measures (indicators)
underlying each construct. Thus it is important to establish whether the indicators
reflect their underlying constructs. Table 1 lists the indicator loadings, average
variance extracted (AVE), and composite reliability scores for all the constructs in
the measurement model.

12
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Table 1
Convergent validity of the measurement model
Construct Indicators Indlgator AVE? Cqmp .0 .Slte
loadings reliability®
Brand name U_brandnamel 0.857 0.774 0.911
U_brandname2 0.908
U_brandname3 0.873
Controlled communications U_controlledcom1 0.877 0.823 0.933
U_controlledcom?2 0.926
U_controlledcom3 0.917
Employee service U_employees] 0.908 0.8 0.923
U_employees2 0.889
U_employees3 0.887
Feelings U_feelingsl 0.89 0.812 0.929
U_feelings2 0.904
U_feelings3 0.91
Merchandise U_merchandisel 0.862 0.717 0.884
U_merchandise2 0.868
U_merchandise3 0.809
Self-image congruence U_selfimagel 0.849 0.712 0.881
U_selfimage2 0.843
U selfimage3 0.839
Servicescapes U_servicescapel 0.894 0.778 0.913
U_servicescape2 0.86
U_servicescape3 0.892
Uncontrolled communications U_uncontrolledcom1 0.825 0.718 0911
U_uncontrolledcom2 0.836
U_uncontrolledcom3 0.867
U_uncontrolledcom4 0.861
Value-for-money U valuel 0.858 0.779 0914
U value2 0.908
U value3 0.881
Brand loyalty U_verdictl 0.938 0.855 0.947
U_verdict2 0.922
U_verdict3 0.914
Notes:

* AVE = (summation of squared factor loadings) / (summation of squared factor loadings) (summation of error

variances)

® Composite reliability = (square of the summation of the factor loadings) / [(square of the summation of the factor
loadings) + (square of the summation of the error variances)]

13
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All indicator loadings were above 0.70 ranging from a lower bound of 0.809 to an
upper bound of 0.938. The composite reliabilities of the latent constructs ranged
from 0.881 to 0.947; exceeding the threshold value of 0.70 recommended by
Hair, Hult, Ringle, and Sarstedt (2017). The AVE for each construct exceeded the
recommended value of 0.50 suggested by Fornell and Larcker (1981), indicating
that on average the construct explains more than half of the variance of its indicators
(Hair et al., 2017). Apart from that, the variance inflation factor (VIF) scores for all
the constructs were within the acceptable threshold of 5 (Hair et al., 2017). In short,
there is sufficient evidence to conclude that convergent validity was achieved.

Discriminant validity which is the extent to which a construct is truly distinct
from other constructs (Hair et al., 2017) is commonly established using the
Fornell-Larcker criterion. Under this criterion, the square root of the AVE values
are compared with the latent variable correlations (Hair et al., 2017). However,
according to Henseler, Ringle, and Sarstedt (2015), the commonly-applied Fornell-
Larcker criterion has a low sensitivity meaning that discriminant validity problems
can sometimes go undetected. Hence, a better approach is used in this study to
evaluate the measurement model for discriminant validity which is the Heterotrait-
Monotrait Ratio of Correlations (HTMT). Based on the HTMT results in Table 2,
none of the inter-construct correlations were above 0.85, thereby complying with
the conservative HTMT s criterion (Henseler et al., 2015). In addition, none of the
HTMT confidence intervals include a value of 0. Hence, the HTMT results proved
that all the constructs in the measurement model are conceptually distinct from
each other.

Table 2
Discriminant validity of the measurement model

BR CcC EM FE ME LO M SE ucC VA

SE 0334 0578 0.761 0483 0.613 045 0.228
uc 0.492  0.71 0.467 0512 0.558 0.576 0539 0.414
VA 0473  0.54 0457 0561 0.849 0.636 0.559 0.533 0.526

Note: BR = Brand Name; CC = Controlled Communications; EM = Employee Service; FE = Feelings;
ME = Merchandise; LO = Brand Loyalty; IM = Self-Image Congruence; SE = Servicescapes; UC = Uncontrolled
Communications; VA = Value-for-Money
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Structural Model

With the validity of the measurement model established, the structural model
comprising the hypothesised relationship between exogenous (independent) and
endogenous (dependent) variables in the model was then examined. Bootstrapping
was applied to obtain the path coefficients and their corresponding t-values.
Consequently inferences would be drawn by determining the statistical significance
of each path’s t-value. A bootstrapping procedure of 1,000 samples was applied to
acquire more stable results. Table 3 lists all path coefficients, their corresponding
t-values, and verdict for each hypothesised path.

Table 3

Results of the structural model
Relationship Std. Beta t-value Decision 2 VIF
HI:BR 2> LO —0.074 1.92" Not supported” 0.01 1.526
H2: ME - LO 0.143 2.14" Supported 0.02 2.677
H3: VA > LO 0.127 1.96" Supported 0.02 2.264
H4: SE > LO 0.056 0.93 Not supported 0.00 2.129
H5: EM > LO —0.054 1.06 Not supported 0.00 2.032
H6: FE 2> LO 0.329 5.54" Supported 0.12 2.127
H7:IM - LO 0.216 3.39" Supported 0.06 1.983
H8: CC > LO 0.093 1.46 Not supported 0.01 2.134
H9: UC > LO 0.119 2.04 Supported 0.02 1.893

Note: "p <0.05; “"p <0.01; ¥not supported due to contrasting directions of the hypothesised relationship

Out of all the branding aspect variables, merchandise (p = 0.143, p < 0.05),
value-for-money (f = 0.127; p < 0.05), feelings (B = 0.329; p < 0.01), self-image
congruence (f = 0.216; p < 0.01), and uncontrolled communications (§ = 0.119;
p < 0.05) exhibited a significant, positive impact on brand loyalty. Following
Cohen’s (1988) criteria for effect sizes whereby {2 values of 0.02, 0.15, and 0.35
indicate an exogenous construct’s small, medium, or large effect, respectively on an
endogenous construct, all the positive and significant variables were found to exert
small effect on brand loyalty, with feelings (f? = 0.12) having the highest impact,
followed by self-image congruence (f? = 0.06), merchandise (f2 = 0.02), value-
for-money (2= 0.02), and lastly uncontrolled communications (f> = 0.02). Hence,
only H2, H3, H6, H7, and H9 were supported. On the other hand, servicescapes,
employee service, and controlled communications did not show any significant
impact on brand loyalty. Though the effect of brand-name on brand loyalty
(B =-0.074; p < 0.05) was found to be significant, the effect itself is a negative
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one, contrary to what was hypothesised. Owing to this, H1 was not supported.
It was revealed that 59% (R?=0.590) of variance in brand loyalty can be explained
by the model which is deemed adequate by Falk and Miller’s (1992) standards
considering that an R? must be at least 0.10.

CONCLUSION

This study set out to determine which of Uniqlo’s branding aspects contribute to
building its brand loyalty among customers. The findings of the study showed very
distinctly that the significant aspects were merchandise, value-for-money, feelings,
self-image congruence, and uncontrolled communications. The beta values in the
analysis indicated that feelings had the strongest impact on brand loyalty followed
by self-image congruence, merchandise, value-for-money, and finally uncontrolled
communications. In contrast, Grace and O’Cass (2005) found that servicescapes of
all the brand dimensions had the strongest contribution to a customers’ experience
or usage of the brand. Nevertheless from the findings of their study, Grace and
O’Cass (2005) acknowledged that branding dimensions experienced at the time of
consumption such as core service, feelings, and value-for-money were significant
and salient dimensions that make up customers’ interaction with the brand, just
as how this study confirmed the importance of merchandise (the core aspect),
value-for-money, and feelings in customers’ experience with the brand. Similarly,
Krystallis and Chrysochou (2014) found in their study of the airline service that
core service, value-for-money, feelings, and self-image congruence were the most
important brand components that form consumers’ perception of their chosen
brand.

The importance of feelings in consumer decision making and its effect on
consumption experiences and consumer reactions have long since been
acknowledged by scholars (Babin & Babin, 2001). Compared to cold cognition
which involves logical and rational thinking in product evaluations, hot cognition
which involves emotional influence on decision making seem to exert a stronger
impact or brand loyalty (Kunda, 1990; Roiser & Sahakian, 2013). This could
explain the reason of the relationship between feelings and brand loyalty being
comparatively more intense than other branding aspects in this study. To the
customers, Uniglo offers a unique shopping experience that delights them; making
them happy and pleased to the extent that they are more than willing to revisit and
repurchase from Uniqlo.

Next to feelings, self-image congruence accounts for the second highest impact on
brand loyalty. Keller states that user imagery whereby consumers’ perception of
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the type of person who uses the product or service is a crucial element in building
consumers’ resonance with the particular brand of the product or service. From
this studys, it is evident that customers of Uniqlo could relate very much to Uniqlo’s
brand personality (identity) — basic, timeless yet stylish. As classic research has
proven, the more similarity consumers can see between a brand’s user image and
the characteristics of their own actual or ideal self, the more preference they will
develop for the brand (Belk, 1985; O’Cass & Lim, 2001; Quester, Dzever, &
Chetty, 2000, Sirgy, 1986).

Subsequently merchandise had the third most impact on customers’ loyalty towards
Uniqglo. Given that Uniqlo is in the business of selling apparel and accessories,
naturally consumers’ evaluation of aspects relating to its merchandise such as its
product quality, variety, and suitability play a determining role in whether they
will revisit, repurchase, or recommend the brand to others. As consumers become
savvier, they tend to demand more value for the money that they pay to obtain a
product or service. Ideally, benefits obtained should exceed the amount of money
that they spend on their purchases. The consumers surveyed definitely felt that
Uniqglo’s merchandise and service provided value-for-money to the extent that
they are willing to continuously repatronise the stores.

Millennials tend to view a company’s controlled communications such as its
paid advertising with caution. In some instances, they are unlikely to respond to
advertisements or other marketing type at all (Hawkins & Mothersbaugh, 2014).
This may well explain why the impact of controlled communications on brand
loyalty was not found to be significant. However, they respond more favourably
to other forms of communications such as the publicity generated by third parties
like journalists’ review articles and bloggers’ reviews as well as word-of-mouth
recommendations because these uncontrolled communications are regarded
as more authentic and trustworthy. Millennials, who made up the majority of
respondents in this study have certainly shown a strong preference for uncontrolled
communications which has been proven to contribute to their loyalty towards
Uniqlo.

With regard to the inverse relationship found between brand name and brand
loyalty, it can be explained by the fact that consumers may grow to become
disinterested in a particular brand should it settle to become very predictable through
time, subsequently this could lead them to seek out other clothing brands as well.
Krystallis and Chrysochou (2014) who found that the insignificance of the brand
name in shaping the brand evidence construct could be attributed to inconsistency
of service delivered to the customers which consequentially heightens customers’
perceived risk associated with the brand name.
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In terms of employee service, the degree of courtesy, friendliness, helpfulness, and
knowledge of the personnel in the store may still vary from person to person and
from one occasion to the other, therefore the positive impact of this variable on
brand loyalty was not evident. No doubt servicescapes or physical surroundings
of a store contribute to the overall brand experience encountered by consumers,
however in this case, it was not enough to retain customers and give them a reason
to keep returning to Uniglo.

To successfully attain customers’ loyalty, a brand needs to ensure that it strikes
both the head and the heart of the consumer. Building intense and active loyalty is
a function of both the performance of the brand’s products/service and the imagery
of the brand which is how the brand is thought of by consumers in abstract terms
(Keller, 2013). In other words, both tangible and rational aspects of a brand need
to integrate with the intangible and emotional aspects. Uniqlo has undeniably high
quality merchandise sold in ambient stores supported by customer service, but
what eventually won the affinity and loyalty of Malaysian consumers towards its
brand was how it made them feel happy, pleased, and impressed. For its brand
to continue resonating well among consumers, Uniqlo should focus on tapping
more into the consumer emotions (e.g., warmth, fun, excitement, self-respect,
social approval or security) through the use of promotional campaigns which apply
transformational appeals (Naylor, Kleiser, Baker, & Yorkston, 2008). In doing so,
it is pertinent that Uniqlo continues to showcase itself as a brand that caters to the
needs of the modern, 21st century consumer who desires functionality without
compromising style. At the same time, the rational aspects of the brand through
the quality and variety of the merchandise sold and its value-for-money attribute
should be maintained.

This study focused on Uniglo customers in general without considering them
according to their different demographic characteristics such as gender, age, and
ethnicity. Though simple, demographic characteristics can provide rich insights
that help in making strategic segmentation, targeting, and positioning decisions.
As an extension to this study, future studies may identify which key brand loyalty
drivers are important to the particular groups of consumers (e.g., males vs.
females; Generation X, Y, and Z). Future studies can also consider the inclusion of
third variables such as mediators or moderators to expand the research framework
on SBVM. For instance, customers’ familiarity towards the brand and customer
involvement can be added as moderators given that these are important aspects that
could influence service branding and corresponding consumers’ decision-making
and behaviour (Brodie, Whittome, & Brush, 2009; Chernatony & Riley, 1998;
Krystallis & Chrysochou, 2014).
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APPENDIX

The brand name tells me a lot about what to expect from it. (U_brandnamel)

The brand name means something to me. (U_brandname2)

The brand name tells me everything I need to know about its products.
(U_brandname3)

This brand’s products suit my needs. (U_merchandisel)
This brand’s products are of high quality. (U_merchandise2)
This brand has a wide selection/variety of products. (U_merchandise3)

This brand’s products are reasonably priced. (U_valuel)
This brand’s products offer value for money. (U_value2)
This brand’s products provide good quality for the price. (U_value3)

The physical environments in the brand’s stores are comfortable (e.g. lighting, music)
(U _servicescapel)

The employees in this brand’s stores are neat and well-dressed. (U_servicescape?2)

The products sold in this brand’s stores are organized and displayed attractively.
(U_servicescape3)

The employees in this brand’s stores are helpful. (U_employees])
The employees in this brand’s stores are knowledgeable. (U_employees2)
The employees in this brand’s stores are friendly. (U_employees3)

The advertising and promotions of this brand are good. (U_controlledcom1)
The advertising and promotions of this brand are effective. (U_controlledcom?2)
I like this brand’s advertising and promotions. (U_controlledcom3)

Publicity about this brand has been significant in affecting my views of this brand.
(U_uncontrolledcom1)

Publicity about this brand influenced my evaluation of this brand. (U _uncontrolledcom?2)

My friends’/family’s opinions have been significant in affecting my view of this brand.
(U_uncontrolledcom3)

My friend’s/family’s opinions about this brand influenced my evaluation of this brand.
(U_uncontrolledcom4)
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The image of this brand is consistent with my own self-image. (U_selfimagel)
The kind of person who usually shops at this brand is very much like me. (U_selfimage2)
Using this brand reflects who I am. (U_selfimage3)

I am likely to visit this brand’s store in future. (U_verdictl)
I will possibly purchase this brand’s products in future. (U_verdict2)
I will recommend this brand to others. (U_verdict3)

My experience with this brand makes me feel:
Impressed (U_feelings1)

Happy (U_feelings2)

Pleased (U_feelings3)
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