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Table 1 Definition and expected sign of variable

Variable Description Exgizcrfe"
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Price importance for consumer (0-ineffective, 1-
Price somewhat effective and 2- effective)

N 5 S5 6399 b)Y g Sl e ) 0auiS 8 e (5 oy 5 Ceed Sb pelans
(S50 Qo y0 Qo =¥
Quality importance for consumer (0-ineffective and 1-
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Advertising importance for consumer (0-ineffective, 1-
Advertising somewhat effective and 2- effective)
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Price benefits importance for consumer (0-ineffective, 1-
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Oil Share Average monthly share of edible oil in households’
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Table (2) Likelihood ratio and Wald ratio results for combining levels of brand

Likelihood Test Wald Test
i laog 5 Stat Sig. Stat Sig.
O305! 9550 Gloog 5 . .
IV e K BT
&l Fe &l s

Hard-core & Shifting Loyal
Exie Sl Bras g patie K p S Bpas
Hard-core & Split Loyal
AT Ly 4 b 90 Bran g patde Xip Sy Bpas
Shifting & Split Loyal
aTe Ly de by 50 Bran g giie gladip Spas

Source: Research Findings Gebod sloasl aio

39.362 0.001 23.994 0.065

44.921 0.000 32.420 0.006

40.668 0.000 24.169 0.062

(HA) b 506 gloasy 35 il (p 3 51y 48l paoni cpowsle 9051 @b (F) Jgur
Table (3) Generalized Hausman test results for assumption of independence
of irrelevant options (11A)

. - Stat. Sig.
[ SWIECR © -
97 ool Jluie 6l e g
Hard-core Loyal 18.397 0.369
Shifting Loyal
8.230 0.961

() LSLD..\J).) g.é)..a.n
Source: Research Findings
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Table (4) Goodness of fit criteria

Statistics Statistics value
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LR(32) 82.337
LR-prob 0.000
Mc Fadden’sR? 0.245
ML (Cox snell)R? 0.149
Cragg-Uhler (Nagelkerke)R? 0.480
Percentage of Right Prediction %70

Source: Research Findings Gbio slaaidl e
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Extended Abstract

Introduction

Customer loyalty is defined as a customer's repeat purchase behavior while
including the emotional commitment or expression of a favorable attitude
toward the service provider. Since the cost of attracting a new customer is
about six times that of retaining an existing customer, creating customer
loyalty saves marketing costs. Finally, it can be said that a large number of
loyal customers to a brand is the property of the company.

Edible oil is one of the most important foods consumed in the Iranian
household basket, that’s why there are numerous brands in the edible oil
market such as Tabiat, Ladan, Bahar, and etc. Due to the importance of this
product in Iranian cuisine and the high proportion of volume consumed per
purchase, consumers are more sensitive to product selection.

Loyalty literature in the world has a long history and numerous studies have
been carried out in various fields such as cosmetics, smartphones, restaurant
types and cars. The food industry has also been a focus of loyalty in the
literature, but this area has been less studied by domestic researchers.
Theoretical and empirical analysis of the loyalty literature reveals that
consumers are the key to corporate success. Because in the competitive
market for food products, consumers are simply making more purchases and
introducing more products and brands to others, resulting in increased market
share and more profitability. The purpose of this study was to investigate the
factors affecting edible oil brand loyalty among Tehran citizens.

Methodology

Multinomial Logit (MNL) Model was used to investigate the factors affecting
customer loyalty. The reason for this choice is non-ordinal Brown’s (1953)
classification. Therefore, the results of multinomial Logit are appropriate in

'Respectively:MSc of Agricultural Economics, University of Tehran, Assistant Professor of Agricultural
Economics(Corresponding author), University of Tehran, Assistant Professor of Agricultural Economics, University
of Tehran.

Email: hamedrafiee@ut.ac.ir


http://www.iranianjae.ir/article_44509.html

comparison with ordered Logit model. The loyalty variable is classified into
four groups according to the Brown's (1953) loyalty category: (1) consumers
who always use the one specific brand; (2) consumers who use two or three
specific brands; (3) consumers who use various brands; (4) Consumers who
brand does not matter in their purchase.

The study sample consisted of edible oil consumers in Tehran. According to
Cochran's formula with a confidence level of 95 percent, the sample size was
230 people. So, 250 face to face questionnaires were completed to ensure
reliability.

Results and Discussion

According to the data analysis of the questionnaire, the average consumer
consumes 2.5 kg of edible oil per month. Of the 135 edible oil brands
available in the market, consumers know up to 8 and at least 1 edible oil
brand. Also, 91% of people also care about the brand of edible oil which they
use. The most frequent group is the "consumption of two or three specific
brands" with a frequency of 62 percent, whereas “consumption of a specific
brand" group has a 30 percent frequency.

As mentioned in methodology section, multinomial Logit model is used in
this paper. The first step in estimating multinomial Logit model is to
designate a group of dependent variables as the base group. In this study, the
second category of dependent variable consisting of people consuming two
or three specific brands of edible oil is considered as the base group and the
probability of loyalty of the other two groups is compared with this group.
According to the results, if the brand of edible oil consumption is important
for a consumer, the probability of its inclusion in the "consumption of a
specific brand™ group increases by 0.283 units. If the price is important for
oil consumers, the probability of consumers being relatively priced on their
loyalty in the "consumption of a specific brand™ group will decrease by 0.076,
respectively. The results also show that the probability of consumers being
placed on the price of their loyalty is significantly reduced in the
"consumption of a specific brand" and "consumption of various brands"
groups of 0.270 and 0.059, respectively. The results of the variable quality
effect indicate the fact that, the importance of brand quality variables for
consumers increases their probability of being in the "consumption of a
specific brand" group by 0.137 units.



Conclusion

This paper aims to investigate the effective factors on enhancing loyalty level
of edible oil consumer in Tehran city, Iran. For this aim, multinomial Logit
(MNL) model is used. Based on the results of brand importance for the
consumer, quality and packaging (at a very effective level) have a positive
effect on the loyalty of the group "consumption of a specific brand". Among
the variables of the first group of loyalty, the variables of brand importance,
quality, number of known brands, price (at the very effective level) and price
benefits (at the very effective level) at the 10% level were significant. In
relation to the third group of dependent variables, the variables of packing (at
both levels of effectiveness), brand access, priority of cash benefits, share of
cost of edible oil, gender, number of known brands and quality have a positive
effect on consumer loyalty. In the "consumption of various brands" group,
five variables of packing (at the highly effective level), brand access, price
(at both levels of effectiveness), and price benefits (at the approximately
effective level) were significant in the model. Based on the results, the
following suggestion is proposed:

Given the negative effect of knowing more brands on consumer loyalty,
applying proper marketing policies in introducing the brand and its distinctive
features can be an effective factor in customer retention. Effective efforts in
this area include choosing a simple, creative and effective brand for ease of
remembering and allocating a slogan to connect consumers with the brand.
JEL Classification: M31, Q02, Q13
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