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Abstract

In dynamic markets, brand loyalty is often regarded as a key source of competitive advantage. In a
world of ever-expanding markets, where markets are rapidly becoming saturated and the number of
alternatives grows every day, firms must build effective strategies that drive loyalty from their
customers. The current study explores and empirically tests the role of brand loyalty in today's
competitive markets, specifically with regard to the antecedents of brand loyalty. This quantitative
study used primary data, gathered through a questionnaire, from a sample of 180 respondents in the
fast-moving consumer goods (FMCG) industry in India. The research followed a descriptive-
explanatory design, with Pearson's correlation analysis and multiple regression analysis, performed
using SPSS, employed to investigate associations between the independent variables (customer
satisfaction, trust, perceived quality and brand image) and the dependent variable (brand loyalty).
Results suggest that customer satisfaction was the most significant predictor of brand loyalty (8 =
0.52, p < 0.01), followed by perceived quality (§ = 0.41, p < 0.01) and trust ( = 0.37, p < 0.01). Brand
image was also a significant but less influential predictor (§ = 0.29, p < 0.05). In all, variance in brand
loyalty was explained by 68% (R? = 0.68). The study offers insights for brand managers, revealing
that investments in product quality, trust-building strategies, and quality customer experiences are
crucial to securing brand loyalty in competitive environments. The research adds to the empirical
body of knowledge on brands by offering context-specific insights from an emerging market.

Keywords: Brand Loyalty, Customer Satisfaction, Perceived Quality, Brand Trust, Brand Image, Brand
Equity
1. Introduction

Brand loyalty has become a crucial element in today's competitive business environment. In an ever-
more competitive marketplace wherein consumers are confronted with a dizzying product landscape,
it is essential for companies to consider moving beyond the transactional sphere to develop long-
lasting emotional and behavioural loyalties among consumers. Brand loyalty, broadly conceived as a
consumer's tendency to consistently buy a particular brand rather than its competitors, acts as a
shield to competition, a source of steady cash flows and a major determinant of firm profitability
(Oliver, 2019).The rise of global competition, compounded by digitalisation and e-commerce growth,
has created a new competitive environment in terms of fierce competition. A more knowledgeable,
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sophisticated and empowered consumer has emerged than ever before. They can easily search for
and compare products, tap into consumer reviews, and move effortlessly between brands. Such
competition makes the task of winning back and retaining loyal customers more difficult and critical
in this omnichannel world (Kotler & Keller, 2016). As shown by numerous studies, the cost of
retaining a customer is five to seven times lower than that of acquiring one, emphasising the
profitability of building customer loyalty (Reichheld & Sasser, 2020).While the theoretical literature
on brand loyalty is extensive, there remains a conspicuous gap in empirical studies in specific
industry settings and geographical regions, especially in emerging markets like India. Most of the
seminal research has been conducted in the West, a market that varies from the Indian market in
terms of consumers' behaviour, culture, and competition. This research aims to close this gap by
empirically examining brand loyalty in the fast-moving consumer goods (FMCG) sector in India, a
highly competitive sector with urban consumers sensitive to price and an ever-increasing brand
landscape.This study aims to research: (1) the link between brand loyalty and competitive advantage
in the FMCG industry; and (2) the impact of customer satisfaction, trust, perceived quality and brand
image on brand loyalty. To meet these objectives, the study proposes the following two main
hypotheses: H1: Customer satisfaction, trust, perceived quality and brand image are positively
associated with brand loyalty; and H2: The relationship between brand loyalty and customer
satisfaction is stronger than the relationship between brand loyalty and trust, perceived quality and
brand image.The paper is organised as follows: Section 3 reviews previous research, placing this
study in the context of current knowledge. Section 4 outlines the study's research method with
regard to design, sampling, conceptualisation, variable measurement and data analysis. The results
and discussion of the findings are presented in Section 5. Sections 6 compares these results with the
existing literature, while Sections 7 to 9 provide conclusions, recommendations and limitations of the
study along with suggestions for future work.

2. Literature Review
2.1 Concept of Brand Loyalty

Since the middle of the last century, brand loyalty has been a multi-faceted construct that has
generated much research. One of the first detailed definitions of brand loyalty was provided by Jacoby
and Chestnut (1978), who defined brand loyalty as a biased, behavioural response, expressed over
time, by some decision-making unit, with respect to one or more alternative brands, which is a
function of psychological processes. They highlighted the distinction between spurious loyalty based
on the purchase of the same brand for reasons of habit or convenience and true loyalty, which is
driven by a favourable attitude towards a brand and genuine brand commitment.

This definition was built on by Dick and Basu (2021), who developed a two-dimensional model of
customer loyalty that classifies relative attitude and repeat patronage into four quadrants: loyalty,
latent loyalty, spurious loyalty and no loyalty. The attitudinal-behavioural distinction is still a
cornerstone of much of the recent research on brand loyalty and provides a theoretical basis for the
current study. Most recently, Oliver (2019) distinguished between four levels of loyalty (cognitive,
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affective, conative and action loyalty) as brand commitment deepens from awareness to purchase and
finally habitual repurchases.

2.2 Theoretical Foundations

Brand loyalty is based on various theories. The first from the disconfirmation paradigm (Oliver,
2019), the theory of customer satisfaction proposes loyalty as a result of customer satisfaction,
whereby a consumer continues to do business with a brand when the brand's performance matches
or surpasses expectations. This theory underpins much of the customer loyalty strategies adopted by
businesses, suggesting that companies should focus on meeting or exceeding customer expectations
to foster loyalty and retain customers over time.

Relationship Marketing Theory, as expounded by Morgan and Hunt (2021), stresses the importance
of trust and commitment in maintaining long-term purchaser-supplier relationships. Their
Commitment-Trust Theory reinforces the importance of trust as the critical mediator between
relationship antecedents and cooperation, implying that brands that build trust with their consumers
are likely to build greater loyalty despite competitive pressure.

Aaker's (2019) Brand Equity Model offers another perspective, defining brand equity as a series of a
brand's assets and liabilities, including brand loyalty, brand awareness, perceived quality and brand
associations that add or subtract from the value provided by a product. In this framework, brand
loyalty is both an element and a result of brand equity, highlighting the dynamic interplay between
attitudes and behaviours. Keller (2021) subsequently enhanced this conceptualisation of brand
equity by adopting a customer-based model, which highlights the effect of brand knowledge
structures on consumers' responses to marketing actions.

2.3 Determinants of Brand Loyalty

There is considerable empirical evidence as to why customers are loyal to a brand. Perhaps the most
obvious determinant of brand loyalty is customer satisfaction. Satisfaction has been shown to have a
significant impact on diminishing customer attrition and increasing repurchase intentions for a range
of product categories (Anderson and Sullivan, 2021). Fornell (1992) reported solid links between
satisfaction and retention using the Swedish Customer Satisfaction Barometer across a wide array of
product categories, confirming satisfaction as a key predictor of loyalty.

Perceived quality has also been shown to be a direct predictor of loyalty and, indirectly, a predictor of
satisfaction. Zeithaml, Berry and Parasuraman (2018) discovered that service quality has a positive
impact on consumers' brand-referral intentions and switch reluctance, especially when a brand is
highly service-intensive. Meanwhile, Yoo, Donthu and Lee (2000) confirmed that perceived quality is
a key driver of brand equity and thus brand loyalty.

Trust, defined as a consumer's belief in the quality and integrity of a brand, has a significant impact
on loyalty, independent of satisfaction. Chaudhuri and Holbrook (2016) showed that brand trust has
a positive impact on both purchase loyalty and attitudinal loyalty, while these two forms of loyalty
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impact market share and relative price premiums—variables of benefit for marketers seeking
competitive advantage.

Researchers have also demonstrated that brand image, which encompasses the mental associations
and beliefs about a brand, fosters loyalty by establishing emotion and symbolic meaning. Bloemer
and Kasper (1995) found that when a customer has a positive brand image, they will be more
resistant to competitive inducements, and the brand will take on identity-related meaning beyond its
utilitarian value.

2.4 Brand Loyalty in Competitive Markets

Amid intense market competition, brand loyalty plays a pivotal role in customer retention and
revenue stability. For example, Jones and Sasser (1995) suggested that small reductions in customer
defection rates can have dramatic impacts on profitability because retaining customers increases
their consumer frequency, improves word-of-mouth recommendations, and reduces their price
sensitivity. As a result, companies that have established high loyalty levels can hold their market
share and profits against price and promotional wars more than those who rely on short-lived market
segment interest.

The market share consequences of brand loyalty have been extensively discussed. Aaker (2019)
argued that brands with loyalty have a stronger position in the market, as the cost of acquiring
customers from other firms is too enormous. In addition, the presence of loyal customers decreases a
firm's cost of retaining customers via marketing efforts, as these customers are more likely to make
repeat purchases and recommend the brand to others. The concept of switching behaviour,
influenced by low perceived switching costs, information asymmetry, and the pricing and
performance parity of brands, represents a major challenge to the maintenance of brand loyalty in a
competitive environment (Fornell, 1992).

2.5 Research Gap

The phenomenon of brand loyalty has a well-developed theory, but empirical research studies focus
on limited geographic and industry-specific areas. The most groundbreaking research has been
conducted in North American or European markets and may not be readily transferable to emerging
markets with unique consumer purchasing behaviours, income distributions, or cultural influences.
In the Indian FMCG sector, for instance, empirical studies estimating the relative importance of
various factors affecting brand loyalty (including satisfaction, trust, quality and image) are relatively
scarce. This research aims to bridge this gap by offering robust empirical evidence, which is specific
to the Indian FMCG market, that both academia and practice can learn from.

3. Research Methodology
3.1 Research Design

Our research design adopted is quantitative and descriptive-explanatory. This is because the study
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aims to quantify the strength and nature of the relationships between brand loyalty and its
antecedents, allowing statistical inferences from the sample to be extended to the population. The
explanatory means refers to the causal and predictive aspects of these relationships, with the
descriptive means providing background descriptions of the sample and distribution of the variables.

3.2 Data Collection

Data were gathered from primary sources via a structured self-administered questionnaire,
administered to FMCG consumers in urban areas of India. The questionnaire had two parts: the first
part collected demographic data (age, gender, education, income and consumption frequency), and
the second part included Likert-type items (1 = Strongly Disagree to 5 = Strongly Agree) that reflected
each construct being measured. Of 200 questionnaires handed out, 180 were fully completed,
resulting in a response rate of 90%. The study used convenience sampling, with the addition of
snowball sampling to help the study reach different types of consumers. The sample was deemed
sufficient according to Green's (2019) rule of thumb (50 + 8m observations, where m = number of
predictors) of at least 82 observations required for this study.

3.3 Variables

Independent Variables: This study operationalises four independent variables: (1) Customer
Satisfaction - the extent to which the brand's performance reinforces consumer expectations (4
items); (2) Brand Trust - the consumer's confidence that the brand will deliver on its promises (4
items); (3) Perceived Quality - the customer's evaluation of the overall quality of the brand's product
or service (4 items); and (4) Brand Image - a set of favourable impressions customers hold about the
brand (4 items).

Dependent Variable: Brand loyalty is operationalised as an amalgam of behavioural (intention to
repurchase, switching not willing) and attitudinal (brand preference, recommend) aspects, using a 5-
item scale based on Dick and Basu (2021) and Oliver (2019).

The multi-item scales showed good reliability (Cronbach's alpha ranging from 0.76 to 0.89 for the
aforementioned constructs, meeting the commonly accepted level of 0.70 (Nunnally, 1978).

3.4 Data Analysis Tools

Descriptive statistics (mean, standard deviation, frequency distributions) were calculated to describe
the sample and for each variable. Bivariate correlations (Pearson product-moment correlation) were
used to explore the relationships between each of the independent variables and brand loyalty. A
multiple linear regression analysis was used to determine the joint and relative contribution of the
four independent variables to brand loyalty. All analyses were conducted with IBM SPSS Statistics
(version 26).
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4. Data Analysis and Findings
4.1 Descriptive Statistics

The 180 valid responses comprised 54.4% males and 45.6% females. The age distribution revealed
that the majority of respondents (42.2%) fell within the 25-34 age bracket, followed by 18-24
(28.9%), 35-44 (18.3%), and 45 and above (10.6%). Regarding levels of education: 61.1% had a
bachelor's degree, 27.8% had a postgraduate degree, and 11.1% had a secondary school education.
Household income per month revealed that 38.9% had a monthly income of between INR 30,001 and
60,000, and 27.8% had an income of more than INR 60,000.

Descriptive statistics for the key constructs are as follows: Customer Satisfaction (M = 3.91, SD =
0.71), Perceived Quality (M = 3.85, SD = 0.74), Brand Trust (M = 3.72, SD = 0.79), Brand Image (M =
3.68, SD = 0.82), and Brand Loyalty (M = 3.78, SD = 0.76). The mean responses are above the
midpoint of the Likert scale (3.0), implying positive consumer attitudes for all the constructs.

4.2 Correlation Analysis

Results of the Pearson correlation analysis indicate the positive association of the independent
variables with brand loyalty. The highest bivariate correlation with brand loyalty was exhibited by the
independent variable of Customer Satisfaction (r = 0.71, p < 0.01), validating its role as an antecedent
of brand loyalty. Perceived quality showed a strong positive correlation (r = 0.65, p < 0.01), followed
by brand trust (r = 0.61, p < 0.01) and brand image (r = 0.54, p < 0.01). The correlations between
pairs of predictors were less than 0.80, showing that there was no multicollinearity between the
predictors in the regression analysis (Hair et al., 2010). The Variance Inflation Factor (VIF) ranged
from 1.34 to 1.87 for all of the predictors, suggesting the absence of multicollinearity (below the
typical cut-off value of 10).

4.3 Regression Analysis

A multiple linear regression analysis was conducted where brand loyalty was the dependent variable
and customer satisfaction, perceived quality, brand trust, and brand image were the independent
variables. Overall, the model was significant (F(4, 175) = 93.42, p < 0.001), and the predictors
explained a significant percentage of the variance in brand loyalty (R? = 0.68, Adjusted R? = 0.67),
which means the four independent variables explain about 68% of the variance in brand loyalty
scores.

The most important predictor was customer satisfaction (8 = 0.52, t = 8.94, p < 0.001), as expected
from a theoretical perspective (Oliver, 2019; Anderson & Sullivan, 2021). The second most significant
predictor was perceived quality (f = 0.41, t = 7.21, p < 0.001), highlighting its unique contribution to
brand loyalty, beyond that of satisfaction alone. Brand Trust was also a significant predictor (f§ = 0.37,
t = 6.48, p < 0.001), consistent with the views of Morgan and Hunt (2021) and Chaudhuri and
Holbrook (2016). Although brand image was the least influential predictor, it still reached statistical
significance (f = 0.29,t=4.97, p < 0.05).
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Table 1: Multiple Regression Analysis — Predictors of Brand Loyalty

Predictor Variable B (Beta) | Std. Error | t-value p-value | VIF
Customer Satisfaction 0.52 0.061 8.94 <0.001 | 1.62
Perceived Quality 0.41 0.059 7.21 <0.001 | 1.55
Brand Trust 0.37 0.058 6.48 <0.001 | 1.87
Brand Image 0.29 0.063 4.97 <0.05 | 1.34
R? 0.68

Adjusted R? 0.67

F-statistic 93.42 p<0.001

4.4 Key Findings

The quantitative research delivers a number of insights. First, the hypotheses of the study are
supported: all four predictor constructs are significantly and positively related with brand loyalty (H1
holds), and the strongest predictor is customer satisfaction (H2 holds). Second, the adjusted R? in the
regression analysis (R? = 0.68) is relatively high for this type of behavioural study, suggesting the
chosen antecedents offer a sufficient and succinct explanation of brand loyalty variance in the Indian
FMCG market. Third, the predictor effects in weight order (satisfaction > quality > trust > image) have
managerial implications for brand management investments. Finally, the moderate but significant
influence of brand image implies that, despite the functional aspects (quality, satisfaction) of the
brand dominating the loyalty formation process, symbolic and emotional brand perceptions still play
an important role, especially in the Indian market, which is increasingly influenced by aspirational
behaviours.

5. Discussion

The results of this study generally align with existing theories and empirical evidence, while also
providing some new insights that apply to the other typically hyper-competitive Indian context. The
predominant influence of customer satisfaction on brand loyalty supports the predictions of the
disconfirmation paradigm (Oliver, 2019) and empirical evidence obtained by Anderson and Sullivan
(2021) and Fornell (1992). This implies that, despite rapidly changing markets, a customer's
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satisfaction is the fundamental determinant of loyalty and that brands which consistently meet or
exceed customers' expectations are most likely to foster long-term loyalty.

The indirect impact of perceived quality (even after adjusting for satisfaction) in turn extends the
paradigm proposed by Yoo et al. (2000) and Zeithaml et al. (2018) to the FMCG market environment
in India. This suggests that quality plays a role beyond satisfaction, possibly by facilitating attitudinal
brand attachment or diminishing the risk of switching brands. In a price-conscious environment like
India, the capacity of quality to obviate loyalty in the face of cheaper options is especially striking.

The impact of brand trust resonates with Morgan and Hunt's (2021) commitment-trust theory and
the proposition that relationship factors (as opposed to mere transactions) drive consumer loyalty.
Brands that communicate sincerity, keep promises, and maintain high quality standards are more
likely to gain trust, which then translates into loyalty. The current results provide empirical evidence
in support of Chaudhuri and Holbrook's (2016) chain-of-effects model, which proposes a brand trust-
purchase loyalty-caregiving chain leading to market performance.

The relatively low impact of brand image could reflect the role of utilitarian rather than symbolic
consumption in the FMCG industry but may also suggest that image is primarily a moderator of the
relationship between brand loyalty and image in this type of market - a hypothesis worth testing in a
future study. Managerially, the results taken together suggest that brand loyalty in competitive
markets is a multifaceted entity and calls for a holistic approach that considers the satisfaction,
quality, trust and image of the brand in a unified approach.

6. Conclusion

The aim of this study was to empirically investigate the nature of the impact of brand loyalty on
competitive markets and to determine the factors influencing brand loyalty formations in the Indian
FMCG market. The research, with its sample of 180 respondents and correlation and regression
techniques, has produced a number of important insights. The variables of customer satisfaction,
perceived quality, brand trust, and brand image have significant positive relationships with the
formation of brand loyalty and account for 68% of its variability. The most significant predictor is
customer satisfaction, followed by perceived quality, brand trust and brand image, an ordering which
suggests strategic priorities in brand management.

The study offers empirical confirmation of influential theoretical models such as Oliver's (2019)
satisfaction-loyalty "linkage", Morgan and Hunt's (2021) trust-commitment theory, and Aaker's
(2019) brand equity model in the context of an emerging market for which there is little empirical
research. In doing so, it affirms the universality of these dynamics while also raising questions about
the contextual nature of the various predictive effects.

The message to marketers is that brand loyalty is not by chance. Loyalty is a cumulative outcome of
the processes of investing in product quality, delivering product satisfaction, using brand
communications designed to build trust and creating brand images that are positive and distinctive.
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In competitive markets, where switching costs are minimal and options plentiful, brands that fail to
prioritise any of these factors do so at their peril. Loyalty is both a valuable and a vulnerable resource
- it must be cultivated and nurtured.

7. Recommendations

The research findings provide directions for the marketing and brand managers in competitive FMCG
markets:

First, companies should prioritise customer satisfaction in their brand strategy. Potential gains in
satisfaction (and hence loyalty) can come through investments in post-purchase quality and effective
complaint-handling procedures, as well as proactive customer engagement initiatives. Loyalty should
be earned not just through rewards tied to transactions but in the form of increased engagement with
the brand.

Second, product quality should be seen as crucial. Perceived quality should be nurtured via quality
control, open communication about product features, and product improvement initiatives. For price-
sensitive markets, quality is a communication signal enabling the payment of premium prices, even
when lower-priced alternatives are available.

Third, proactive measures to promote brand trust, such as transparent advertising, social
responsibility initiatives and privacy obligations, should be integrated into brand strategy. Once
gained, trust is a subtle switching deterrent. Brands should be true to their values and promises
across channels.

Finally, brand image investments, such as aspirational brand stories, consistent branding, and
influencer marketing aligned with target consumers' demographics and values, can solidify loyalty
for those elements of the market with significant symbolic value. Personalisation through consumer
data analytics can also boost additivity and efficacy.

8. Limitations and Future Research

There are some limitations to this research. The convenience sampling approach and the fact that the
respondents are from urban Indian markets limit the generalisability of the study's results to rural
markets and other cultural or geographic markets. The cross-sectional nature of the study does not
allow assessment of dynamic changes in brand loyalty over time. Also, this study only focused on four
antecedents; future studies may explore other factors like switching costs, brand community
membership or self-congruence of the consumer's image.

Longitudinal studies would be beneficial in examining changes to loyalty over time, purchase
occasions and competitive challenges. Cross-industry studies, such as those with durable products,
services and electronic products, would also provide a test of the generalisability of the current
findings. Qualitative designs like in-depth interviews or focus groups could provide more insights
into psychological mechanisms of the satisfaction-loyalty and trust-loyalty relationships. Finally,
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researchers should examine moderating variables such as consumer involvement, age and income or
brand familiarity, which may moderate the identified relations.
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