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Introduction

The academic literature has fully acknowledged the benefits that companies can gain by implementing a customer-loyalty oriented strategy.
Firstly, such a strategy guarantees lower costs associated with the retention of existing customers as opposed to the costs of constantly seeking new customers, particularly in competitive and mature markets (Ehrenberg and Goodhardt 2000). Secondly, loyal customers are typically less price sensitive (Krishnamurthi and Raj 1991), less reactive to potential negative experiences, to promotional and advertising policies and to switch to competitors (Dick and Basu 1994; Sambandam and Lord 1995; Jensen and Hansen 2006). Thirdly, long-term customers act as communication channels for the brand by informally exchanging opinions and information with their network of friends, relatives and acquaintances, bringing about beneficial positive word of mouth (Wright and Sparks 1999; Zeithaml, Berry and Parasuraman 1996). Last but not least, brand-loyal customers are inclined to purchase more in terms of value and amount of products, and they reveal the tendency to purchase new products (Reichheld and Sasser 1990). Hence, having a solid and loyal customer base can lead to a sustainable and lasting competitive advantage for companies, with potential impacts on profitability (Reichheld 1993).
The role played by customer loyalty is particularly crucial in the grocery retail sector. The very competitive environment and the low switching costs that are now characterising this market have strongly increased the expenses for demand acquisition sustained by retailers operating on a large-scale: these players are therefore forced to enhance and sustain customer loyalty, fostering long-term relationships with the clientele (Wallace et al. 2004; Gable et al. 2008; Jensen 2011). The consolidation of preferences for the retailer brand is pursued through various strategies, and the private label is playing a central role among them, as it is now present in almost every category of consumer goods and displays constantly high penetration rates. Yet, the process of brand extension has lately affected some non-traditional product and service categories (Burt 2000), and this has also been recently witnessed in the offer of the main Italian grocery retailers: over-the-counter products, fuel stations, financial services and mobile communication services are only some of the many so-called “extra-core products and services” (Martinelli 2010) that grocery retailers offer under their own brand name.
As a matter of fact, since it has been proven that long-term customers are more inclined to trust the whole range of products under the brand name they are loyal to (Grayson and Ambler 1999), we can hypothesize that brand stretching offers made by grocery retailers will encounter a more favourable acceptance from the most loyal customers, even when it comes to non-traditional products and services. Into this perspective, the main research question this article aims to give an answer to is whether there is a relation between those customers who show a higher level of loyalty to the retailer and those who are more inclined to purchase own-labelled extra-core products or services. In other words, our research question is as follows: is customer loyalty a predictor of the buying of non-traditional products and services offered with the retail brand?
As far as we are aware, no previous study has tried to reply to this research query so far. Moreover, this knowledge could help retail managers and business practitioners to increase the effectiveness of brand extension strategies, focusing on the customers that show a specific relationship with the retailer, as coherence lacks in the association of certain product categories and their selling in the grocery channel has been identified as an important threat to brand extension strategies (Inman et al. 2004).
To achieve this fact-finding objective, an in-store sample survey was undertaken, in which 480 customers of two grocery retailers operating in Italy were interviewed. The extra-core products and services taken into account are the following: over-the-counter products, photo printing, mobile communications services and travel booking. Through a binary logistic regression, the contribution of the main components of customer loyalty to the retailer, namely behavioural loyalty and cognitive loyalty, has been identified.
After highlighting the context and reasons why non-traditional products and services are offered by grocery retailers, the paper states the hypotheses under analysis and describes the methodology employed. The outcomes emerged from this research will be illustrated and discussed after, and so will the managerial implications. The article will conclude with the limitations and possibilities for future research that this study allows.

Non-Traditional Own-Labelled Products and Services in Grocery Retailers’ Offer

The growing competition in the grocery sector and the steady saturation of growth potentialities on the internal market have strengthen the orientation of grocery retailers to extend their assortments (Colgate and Alexander 2002). Product and service category extension has therefore become a strategic objective of the players belonging to this sector (Laforet 2007).
The advantages for grocery retailers of cross-selling additional products/services to existing customers can be summarised as follows: on one hand, universally speaking, product category diversification can lead to higher sales volumes (Etgar and Rachman-Moore 2010) and, thus, it contributes to the company turnover and profitability, which are now more than ever subject to stable or even negative trends, so we could expect the same for extra-core products and services; on the other hand, they strengthen customer loyalty, which is a valuable asset in a sector where competition is rather stiff. Indeed, grocery retailers provide a standardised base assortment, and their ability to differentiate their offer from their competitors is becoming more and more relevant for the sake of their performance strategy. Among the available differentiation techniques, the extension of own-labelled products and services is one of the options for grocery retailers. As a matter of fact, private labels are now present in almost every category of consumer goods and in the retail sector “store brand represents an extensive and highly complex umbrella branding strategy because the store image itself is more complex and dynamic than product associations“ (Collins-Dodd and Lindley 2003: 346). Consequently, brand extension to novel product categories benefits from the positive effect of brand association (Aaker and Keller 1990; Park et al. 1991).
Nonetheless, the continuous assortment extension to extra-core categories provided by retailers led Burt (2000) to wonder to what extent retailers can pursue such growth strategy, although the author supports that this form of brand extension “provides further confirmation of the central role that retail brands now play within corporate strategy per se” (Burt 2000: 875).
Customers are also more inclined to trust the whole range of products under the brand name they are loyal to (Grayson and Ambler 1999). Indeed, it is possible to argue that the most loyal customers, who are therefore the most sensitive to buy new offers, especially the own-labelled ones, are usually the most inclined to purchase this new products and services’ offer. But is it really so? 
In the following paragraphs we are going to respond to this research question, starting from positing the crucial hypotheses supporting our work.

The Research Hypotheses

Marketing and customer behaviour scholars have long since focused their attention on brand loyalty: this is a complex multidimensional concept, which is determined by several psychological processes and whose measurement requires the use of a number of variables.
The article considers a conceptualisation of loyalty in relation to the retail brand due to the emerging importance of this concept in the literature (Burt 2000; Ailawadi and Keller 2004).
Following an established orientation in the marketing literature, we consider two main components of loyalty: the behavioural dimension and the cognitive dimension (Jacoby and Kyner 1973). Consequently, in this paper retail brand loyalty is measured through its basic dimensions: behavioural (De Wulf et al. 2001; Uncles et al. 2003; Nordhoff et al. 2004 ) and cognitive (Oliver 1997; Garbarino and Johnson 1999; Jones and Suh 2000).
The behavioural dimension of loyalty refers to the customer’s repetitive purchase behaviour; in this sense, customer loyalty was measured through indicators of repeated purchase. It is this aspect of loyalty that a substantial part of studies on loyalty in retail contexts concentrated on (Mägi 2003; Huddleston et al. 2004). In particular, they operationalized this construct by means of behavioural indicators, such as: percentage of purchases in a specific retail outlet (Macintosh and Lockshin, 1997; Sirohi et al. 1998), the amount purchased (Corstjens and Lal 2000), and the frequency of visits (De Wulf et al. 2001; Mägi 2003).
Since previous research states a positive relationship between behavioural loyalty and purchase so that customers are more inclined to buy the whole range of products under the brand name they are loyal to (Reichheld and Sasser 1990), and given that NTPS are increasingly offered by grocery retailers, we intend to test the following hypothesis.

H1: Behavioural loyalty predicts the purchase of extra-core products and services

Repeated purchase behaviour is pivotal to generating loyalty, but it is not sufficient for a company to safeguard itself from the danger of that loyalty being non-authentic and caused by inertial behaviours or lack of alternatives (Jacoby and Kyner 1973; Dick and Basu 1994). From this point of view, repeated purchase behaviour generates loyalty only if the customer is satisfied with the brand offer: as a matter of fact, customer satisfaction is acknowledged to be one of the most important predictors of loyalty (Cronin and Taylor 1992; Taylor and Baker 1994; Garbarino and Johnson 1999), and for some it is even the most important one (e.g. Anderson et al. 1994; Jones et al. 2000). This link has also been verified in distribution contexts, namely in the grocery one (Bloemer and De Ruyter 1998; Noordhoff et al. 2004; Vesel and Zabkar 2010).
Oliver (1999: 35) defines cognitive loyalty as based on “prior or vicarious knowledge or on recent experience-based information” and he identifies cognitive loyalty with customer satisfaction. This is therefore our interpretation of cognitive loyalty.
In a customer satisfaction “backward looking” perspective (Vesel and Zabkar 2010: 220), customers become loyal when they develop a cumulative satisfaction through a series of positive service encounters with the retail brand (Andreassen and Lindestad 1998; Garbarino and Johnson 1999; Oliver 1999). In the light of this interpretation, satisfaction results from the retailer’s performance that a customer has so far experienced (Gustafsson et al. 2005), rather than an assessment of the last transaction-specific experience of satisfaction or dissatisfaction. As a matter of fact, marketing literature proved the better predictability of the former perspective rather than the latter (Jones and Suh 2000; Olsen and Johnson 2003). In retail settings, the retail brand influences the consumer’s evocative system, by calling to his/her mind previous satisfactory purchase experiences, becoming a “box” of customer satisfaction. 
As the extant literature states a positive relationship between cognitive loyalty and purchase, so that customers are more inclined to buy the whole range of products under the brand name they are loyal to (Reichheld and Sasser 1990), and given that NTPS are increasingly offered by grocery retailers, we posit the following hypothesis.

H2: Cognitive loyalty predicts the purchase of extra-core products and services

Methodology

To meet the research goal, an in-store survey was conducted, administering a structured questionnaire to samples of retail customers.
The questionnaire items to be investigated were identified on the basis of a literature review on papers concerning behavioural and cognitive customer loyalty in retailing contexts. In particular, we decided to refer to the contributions reported in table 1.

Table 1. Customer loyalty’s constructs and items used in the questionnaire
	Constructs
	Items
	References

	
Behavioural Loyalty
(BL)
	How many times do you go shopping to supermarkets for your household shops?
	De Wulf et al. 2001; Uncles et al. 2003; Nordhoff et al. 2004

	
	How many times do you go shopping to this retailer?
	

	
	Given your monthly total household expenditure budget equals to 100%, how much of it do you spend in this retail chain?

	

	Cognitive Loyalty (CL)
	I am satisfied with this retailer
	Garbarino and Johnson 1999; Olsen and Johnson 2003

	
	This retailer exceeds my expectations
	

	
	I am satisfied when I do my shopping at this retailer’s
	



The questionnaire was pre-tested on a sample limited to 10%, then it was administered to consumers in two hypermarkets, located in different towns of North Italy and belonging to two of the main grocery retailers operating in the country and offering the NTPS investigated: i.e. over-the-counter products, photo printing, mobile communication services, travel booking. The decision to administer the questionnaire in different stores/retailers responds to the opportunity to avoid possible distortions due to the specific positioning of a certain retailer/store.
A convenient sample of 480 retail customers was interviewed. Data was gathered within a period of two weeks on different days and at different times in order to collect the greatest likely variety of buying models.
First, interviewees were asked whether they were buyers of the non-traditional products and services observed or not. Then, the respondents were inquired to evaluate their level of customer loyalty to the retailer, giving a score to each item of the questionnaire on a 7-point Likert scale (1= totally disagree; 7= totally agree).
The sample (Table 2) was mainly made up of women (59.6%). Interviewees were largely concentrated in the intermediate age range: 27.1% of the respondents were aged between 36 and 50, 23.5% between 26 and 35, 26.9% between 51 and 65, while only 11.9% were young (< 25 years old). 28.3% of the respondents received secondary level of education and 23.1% possessed a bachelor’s degree. Graduates accounted for 24.6% of the respondents, while only 2.5% of them possessed a post-graduate degree.

Table 2. The sample
	Characteristics
	Items
	%

	Gender
	Male (%)
	40.4

	
	Female (%)
	59.6

	
	
	

	Age
	< 25                                                                                                                                                                                                                                                                                                                                                                      
	11.9

	
	26-35
	23.5

	
	36-50
	27.1

	
	51-65
	26.9

	
	> 65
	8.8

	
	
	

	Education
	Primary
	13.3

	
	Secondary
	28.3

	
	High-school
	23.1

	
	Graduate
	24.6

	
	Post-graduate
	2.5



Retail customers who bought at least one non-traditional product/service represented 74.4% of the sample, with an average of 1,31 NTPS bought per respondent (Table 3). 123 retail customers did not buy any non-core category.

Table 3. Non-traditional products and services bought by the sample
	N. NTPS bought
	Frequency
	%

	
	0
	123
	25,6

	
	1 
	180
	37,5

	
	2 
	107
	22,3

	
	3
	44
	9,2

	
	4
	26
	5,4

	
	Total
	480
	100,0



Results

The customer loyalty constructs observed show mean values higher than 5 (Table 4), both for the cognitive (M=5,18) as well as for the behavioural (M=5,14) component.

Table 4. Customer loyalty’s components: mean and standard deviations.
	Constructs
	N
	Mean
	Std. Dev.

	BL
	480
	5,14
	1,68575

	CL
	480
	5,18
	1,16123



The reliabilities of the measures are greatly above the recommended value of 0.70 (Nunnally and Bernstein 1994) (α BL: 0.87; α CL: 0.89). Moreover, no items were deleted from the analysis. A factorial analysis was then run to verify the unidimensionality of the constructs measurements. This procedure confirmed the reliability of the constructs employed.
A binary logistic regression was then performed (backward LR method), using the buying of at least one of the observed NTPS as dependent variable (1= buy; 0= no buy) and BL and CL as independent variables (main effect), but checking also for an interaction effect between both predictors. Akinci et al. (2007) evidenced the advantages in the use of this analysis technique when investigating the purchase / not purchase decision in the customer based decision process. 
The model fits well the data [R2 = 8.17 (Hosmer and Lemeshow), 0.08 (Cox and Snell), 0.12 (Nagelkerke). Model χ2(2) = 41.99, p< 0,001].

Table 5. The model
	
	
	95% CI per Exp(β)

	
	B(ES)
	Inferior
	Odds ratio
	Superior

	Costant
	-2,11 (0,52)
	
	
	

	BL
	0,15* (0,07)
	1,02
	1,16
	1,32

	CL
	0,49**(0,10)
	1,31
	1,62
	1,98


* p<0,05 
** p<0,001

As regards the diagnostic tests, the statistics of the residuals are good. In particular:
· Standardized residuals are mainly comprises in the interval ± 2: no more than 5% of the cases overwhelm this limit, as well as only above 1% is up to the interval ± 2,5;
· All the cases have DFbeta smaller than 1;
· No value above 1 related to the Cook’s distance are present.
In conclusion, we can assert that no peculiar cases can influence the model.
The assumption of linearity of the predictors was also tested (Hosmer and Lemeshow 1989). No interaction resulted significant (p>0,05) indicating that each customer loyalty construct observed has a linear relationship with the log of the outcome variable.
Finally, we proceeded to test the possible presence of multicollinearity. Tolerance values are all above 0.1 (Menard 1995) and the VIF values are well below 10 (Myers 1990), showing that the predictors employed are not affected by multicollinearity problems. Collinearity diagnostics support this assumption.
Results indicate that behavioural and cognitive loyalty predict the buying of NTPS. As a consequence, both H1 and H2 are verified. Moreover, behavioural and cognitive loyalty show a direct relationship with the purchase of NTPS: as behavioural and cognitive loyalty increase, the odds of buying non-traditional offers increase (odds ratio>1). It is, in particular, cognitive loyalty the main predictor of this kind of buying, as it is capable of explaining almost half of the purchase decision.

Discussion

Findings evidence that retail customers who perceived themselves as highly satisfied and behaviorally involved with their supplier of retail services are more prone to buy non-traditional products and services. Retailers who manage to develop a loyalty relationship with their customers are therefore more likely to obtain a greater success in extending their offer in novel and distant product/service sectors. Consequently, these results confirm Grayson and Ambler (1999) findings giving them validity also in grocery retail settings.
Customers who recurrently patronize the retailer’s stores and spend the major part of their share-of-wallet into them show a positive relationship with the purchase of non-traditional products and services offered by grocery retailers. Moreover, customers who are highly satisfied with the retailer offer show an even stronger relationship with this kind of buying. In fact, it is in particular the cognitive dimension of retail customer loyalty that can highly predict the buying of non-traditional products and services. The series of positive service encounters experienced by customers with the retailer over time generates a satisfying loyalty relationship that could be extended to all the products/services sold by the retailer: from the core offer, the satisfying cumulative experience diffuses to all the other products and services proposed by the retailer, on the basis of a halo-effect. This loyalty diffusion is due to the abstraction processes that take place in the consumer mind and that lead to an extended association, in which the positive service encounters experienced with a retailer brand can be extended to all its other expressions. This potential diffusivity of loyalty could be used by retailers to successfully diversify their activity in extra-core businesses: the retailer, exploiting the potential diffusivity of retail brand loyalty, employs the resources and capacities accumulated to diversify its activity and entering in new businesses, diminishing the risk of failure. Therefore, this research supports the strategic importance of loyalty for retailers (Flavián et al. 2001).

Managerial Implications

Our findings are particularly useful to retail managers and business practitioners too, as they would be now acknowledged that loyal customers are the main ones to focus on, if they intend to be successful in brand extension strategies. As a matter of fact, by segmenting customers and targeting the loyal ones, retailers increase the return on the investment in the non-traditional offer. In order to do so, they should implement loyalty programs and use CRM systems, which strengthen the relationship with the retailer and influence perceived satisfaction (Omar et al. 2011) in addition to stimulating repeated purchase behavior and enhancing the share of wallet. As a matter of fact, Leenheer et al. (2007) prove the positive relationship between loyalty programs and behavioral loyalty. Furthermore, retailers ought to improve on customer service, product variety and product quality in an endeavor to foster customer satisfaction and loyalty (Kursunluoglu 2011). Consequently, the extent to which grocery retailers should pursue this policy depends on the marketing competences of the grocery retailer and the customer base characteristics and purchase behaviour, as suggested by other academics (Kumar et al. 2008). 
Being able to rely on loyal customers’ preferences enables the retailer to diminish the risk of entry in extra-core businesses. In sum, our result bolsters support for Jensen’s (2011: 333) statement that “facing today’s intensive competition in the grocery industry (slim profit margins, more private-label brands, etc.), developing, maintaining and enhancing consumer loyalty seems more vital than ever for marketing managers operating in the grocery market”.
In entering new businesses and extending their offer, retailers should at the same time evaluate the possibility to invest in an enhancement of customer loyalty, in particular with regard to the cognitive dimension of it. This can be pursued by increasing the level of customer satisfaction, for example by upgrading the service quality level (and its components) as this has been proved to be a key driver of customer satisfaction (Martinelli and Balboni 2012).
But at the same time these results raise a number of questions: quality control over this extra-core proposal might be a challenge for retailers. If not well managed and delivered, the offer of these non-standard products/services could generate negative consequences on the customer perception of the core-offer, resulting in an adverse outcome for the retail brand and consequently affecting the entire range of groceries sold with the private label as well as the retailer image. Indeed, “unsuccessful brand extensions can dilute brand names by diminishing the favorable attribute beliefs consumers have learned to associate with the family brand name” (Loeken and Roedder John 1993: 79).
In order to avoid these possible negative occurrences, retailers should possibly acquire new competences so as to effectively operate in the new sectors or select adequate and reliable partners to entrust with the delivering of the extra-core offer. These competences related to specific consumption models should be also presumably differentiated by extra-core product/service - given the variety of NTPS that could be offered and, consequently, the diversity of the ways to manage the business relationships with the new extra-core suppliers and to compete in an extended arena with novel competitors.

Limitations and Further Research Directions

Some limitations are present in this study that future research could attempt to overcome.
Firstly, we only took into consideration the main components of customer loyalty (behavioural and cognitive). This traditional conceptualization responds to the explorative nature of the study. But, as we are aware that the literature identifies customer loyalty as a multifaceted concept, which also includes an affective and a conative dimension (Oliver 1999; Smith and Reynolds 2009), the next step could be to consider them in order to get a more comprehensive perspective of this phenomenon.
Secondly, the analysis did not distinguish within the specific NTPS observed. We would certainly make this distinction in our next studies on this topic, as we are aware that the NTPS investigated could support quite different level of involvement and buying motives that could result in a different weight of customer loyalty predictors.
Moreover, further research could measure the impact of non-traditional products and services on customer loyalty. As private labels have been proved to affect store loyalty by exclusively taking into account grocery categories (Dekimpe et al. 1997; Cortjens and Lal 2000), verifying this relationship, even in relation to non-traditional products and services, could lead to a better understanding of the potential of retail branding strategies, with remarkable returns from both a theoretical and a managerial point of view.
Finally, an interesting issue to research in the future could rely in investigating the possible occurrence of unsatisfactory consumption experiences with a non-core product or service experienced by loyal customers, in order to understand the possible implications for the core offer.
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