NeuroQuantology | May 2024 | Volume 22 | Issue 3 | Page 17-28| doi: 10.48047/nq.2024.22.3.NQ24003

Saeide Sadat Mousazade et al / Effects of the Perceived Leader-Member Exchange Quality on the Development of Brand Relationship and Enhancement
of the Performance of Retail Employees and Customer’s Loyalty and Impulse Purchase: A Case Study of ETKA ChainStores in Tehran Province

< I

Effects of the Perceived Leader-Member
Exchange Quality on the Development of Brand
Relationship and Enhancement of the
Performance of Retail Employees and
Customer’s Loyalty and Impulse Purchase: A Case
Study of ETKA Chain Stores in Tehran Province

Saeide Sadat Mousazade
MA, Department of Business Administration, Qazvin Branch, Islamic Azad University, Qazvin, Iran
s.s.mousazade@gmail.com

Mahdi ZakiPour
Assistant Professor Department of Business Administration, Qazvin Branch, Islamic Azad University, Qazvin,
Iran
mehdizakipour@gmail.com

Abstract

This study investigates the effects of perceived leader-member exchange (LME) quality on the development
of brand relationships and the improvement of the performance of retail employees and customer’s loyalty
and impulse purchases. This is an applied descriptive survey study that aims to upgrade practical knowledge
about enhancing the customer’s brand equity, loyalty, impulse purchase, and revisit intention. The study
population in this study includes managers, employees, and customers of ETKA chain stores in Tehran
province. The sample size in this study was calculated by Cochran's formula to be 384 customers. The
sampling was performed through the simple random sampling method and the questionnaires were
distributed among participants. The reliability and validity of the questionnaire were confirmed by the face
and construct validity method. Similarly, the composite reliability confirmed the reliability of the research
measurement tool. The data collected were analyzed through structural equation modeling (SEM) in
SmartPLS. According to the results, LME quality has a significantly positive effect on the performance of
employees, and this effect is mediated by the dissemination of strategic knowledge. Furthermore, LME
quality was found to have a significantly positive effect on the salesperson-brand relationship, and this effect
is mediated by the manager's brand knowledge.

Keywords: Leader-member exchange quality, Salesperson-brand relationship, Customer loyalty, Customer
brand equity, Impulse purchase
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Introduction

Managers play a critical role in terms of the
effective performance of organizational frontline
employees (Hong et al.,, 2013; Wieseke et al.,
2009). According to Murray and Evans (2013),
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due to their central role in implementing retail
strategies through the behaviors and attitudes
they impart in frontline employees, retail
managers are key determinants of the efficient
performance of any firm. However, there is a
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paucity of studies that integrate the outlooks of
retail managers and frontline employees,
especially regarding key store outcomes (Arnold
et al., 2019). More than a decade ago, Grewal
and Levy (2007) suggested studying the key
leadership role played by retail managers.
However, relatively few studies have investigated
the effect of retail managers on frontline
employees and store outcomes.

Little research has been devoted to collecting
integrated information about store managers,
frontline employees, and customer perspectives
(Arnold et al., 2019; Jarvis & Williams, 2017). This
is worrying when knowing that physical retail
store sales account for almost 90 percent of the
S$3 trillion in retail sales in the US alone, and even
in online retail environments, the frontline
manager yet plays a crucial role.

Beyond the retail sector, research investigates
the effect of frontline managers on employee
behavior and performance. These investigations
have revealed the critical nature of managerial
influence, particularly in the field of sales, but our
understanding of this is yet exceedingly narrow.
For example, research indicates that a sales
manager's leadership style (i.e., transformational
and transactional leadership) affects some
aspects such as employee role commitment
(Hayati et al., 2018), role interaction (Azanza et
al.,, 2018), and employee acceptance of work
behaviors with strategic value (Inyang et al.,
2018). However, employees' perceptions of the
quality (not type) of such leadership behaviors
remain still uncovered. Thus, this study
investigates how the retail frontline employee's
perceived leader-member exchange (LME)
quality, in tandem with the manager's brand
knowledge, can strengthen the “salesperson-
brand” relationship. Thus, in our opinion, not only
the type of management style is a leading driver
of employee attitudes, but the quality of
manager-employee interactions is also crucial
which subsequently affects important outcomes.

Similarly, research has targeted the effect of
“sales manager-employee” interactions on
employee sales performance (Ahearne et al.,
2013; Kraus et al, 2015), organizational
performance (Hu et al., 2010), employee job
satisfaction (Mallin et al., 2017) and customer
satisfaction (Ahearne et al.,, 2013; Kraus et al.,,
2015). However, merging the customer's
perspective in addition to these two other
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perspectives is rare. For this to be overcome,
recent studies not only merge all three
perspectives into a single model but also evaluate
the frontline manager's effect on the
development of employee service behaviors,
which are essential to creating advantageous
customer outcomes.

Theoretical Framework

Employees can shape their behaviors and
attitudes by interacting with managers through
high-quality social exchanges. Regarding the
manager-employee relationship, the
performance of internal brand management has
been significantly enhanced by forming an
environment that creates open communication
(such as providing/receiving brand information
and facilitating positive social and economic
exchange relationships) (L"ohndorf, and
Diamantopoulos, 2014), thus ensuring the
success of transferring brand knowledge to
employees. At the same time, research indicates
that employees are inspired to build and
strengthen the brand image and eventually
become "brand champions" when they perceive
managers' support (L"ohndorf, and
Diamantopoulos, 2014). When store employees
perceive support from their managers, they are
more likely to enhance their readiness to
maintain favorable exchange relationships (Matta
et al., 2015). Thus, hypothesis 1 is proposed as
follows:

H1: The perceived LME quality has a significantly
positive effect on the salesperson-brand
relationship.

While the perception of high-quality LME can
affect the formation of employee brand
relationships, their effect is remarkably
dependent on managers' sufficient knowledge of
the brand. At the initial stage, the (internal
branding) process needs to start with the transfer
of brand-related information from the
organization (manager) to the employee (King
and Grace, 2010). Thus, employees need to
perceive high-quality LME relationships with
store managers who possess excellent brand
knowledge to educate and disseminate brand
information to their subordinates. Therefore, an
investigation of the moderating role of manager
brand knowledge for perception is crucial when
perceived LME quality is most effective in
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affecting the development (shaping) of
employee-brand relationships. A manager's
brand knowledge is defined as the degree to
which he or she exhibits a sufficient perception of
the unique elements of a core brand identity, as
well as information about the brand components
(L"ohndorf, and Diamantopoulos, 2014). If the
aim is to shape (develop) employees' positive
beliefs about a brand, brand messages
communicated in-store should then clearly
convey the brand's equity, brand uniqueness, and
brand image through high-quality LME. Thus,
when the internal branding process is efficient,
managers need to possess clear brand knowledge
to convey brand-related information.
Accordingly, hypothesis 2 is proposed as follows:

H2: The manager's brand knowledge moderates
the effect of perceived LME quality on
salesperson-brand relationships.

Salespeople who are recognized with a single
brand are more likely to exhibit extra-role
behaviors such as suggesting the brand to a
friend (Ahearne et al., 2010). This clearly implies
the importance of employees' psychological
connection with the brand during which the
salesperson aims to sell more products (services).
Furthermore, recent studies have covered the
role of employee brand attachment in affecting
frontline employee attitudes and behavior
(Allison et al., 2016; Badrinarayanan and Laverie,
2011; Hughes and Ahearne, 2010). In agreement
with the definition provided in this study,
previous research shows that salesperson-brand
relationships constitute several dimensions such
as brand influence and brand trust (Michel et al.,
2015). These dimensions show the cognitive and
emotional relationships of an employee with the
brand (Chaudhuri and Holbrook. 2001). Thus,
hypothesis 3 is proposed as follows:

H3: Salesperson-brand relationship has a positive
effect on salesperson service performance.

Frontline employees are the main sources of
marketing and sales information, as their work to
provide and distribute environmental information
and data about customers imposes limited costs
on organizations (Le Bon and Merunka, 2006).
Boundary-spanning retail employees can have
direct access to their partners and provide
important information about customers and
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competitors (Lorge, 1998). Accordingly, it is
crucial to share knowledge with store employees
to allow them to provide excellent service and
effectively sell products to customers. In this
research, strategic knowledge dissemination
refers to the sharing of strategically crucial data
that are realized at the individual level through
formal and informal interactions between
employees in the store (Sir'en et al., 2012).

Research suggests that contextual factors (e.g.,
knowledge sharing) can potentially interact with
employee-brand relationships to contribute to
employee behaviors in providing services to
customers. Therefore, we postulate that
knowledge dissemination serves as a synergistic
situational oversight and reinforces the positive
salesperson-brand relationships and salesperson
service performance. Previous studies consider
knowledge dissemination as a social exchange
(Wasko and Faraj, 2005). This indicates that
knowledge dissemination through the exchange
of strategic information is a key feature of the
social exchange process, which makes employees
to adapt their unpredictable and competitive
environments in the workplace.

Based on the unique role of knowledge
dissemination stated above, when the retail
employees' knowledge of the market and
customer information is higher (i.e., through the
process of social exchange between partners in
the store), their commitment to customers will
be deeper and their behaviors will be more
customer-oriented. Thus, the performance of
employees who are motivated by a strong
relationship with a brand will be substantially
increased when customer information is shared
in-store. As a result, when employees who are
committed to the customer's brand are more
attentive to the customer, their intention to help
customers will be improved (Burmann et al,,
2009). Accordingly, hypothesis 4 is proposed as
follows:

H4: Dissemination of strategic knowledge is a
moderator of salesperson-brand relationship on
salesperson service performance.

Retail employees can influence customer loyalty

through  excellent service delivery and
commercial promises such as satisfying
expectations  through a  positive brand

experience. Customer loyalty is defined as the
customer's intention to visit the store in the
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future and suggest the store to others. This is, in
turn, what was proposed by Burmann and Zeplin
(2005) who found that by the internal brand
process, employees integrate brand-supportive
behavior to ensure quality service and brand
promise. Similarly, Wang et al. (2017) reported
that service excellence results in the customer’s
revisit, while persuading him or her to suggest
the store to others. Thus, hypotheses 5 and 6 are
proposed as follows:

H5: Salesperson service performance has a
significantly positive effect on customer-oriented
brand equity.

H6: Salesperson service performance has a
significantly positive effect on customer loyalty.

Previous studies on impulse purchases have dealt
with goods and commodities. However, some
studies have targeted the theoretical frameworks
of an impulse purchase in services (see, e.g.,
Sharma et al.,, 2011) and some others have
investigated the effects of service quality factors
(see, e.g., Pornpitakpan and Han, 2013).
Nonetheless, empirical evidence still seems
inadequate to understand impulse purchases in
different service contexts. Since services play a
unique role in economic growth worldwide, and
the purchases may be associated with some
services such as relevant information, sales,
delivery, and maintenance, research into impulse
purchases in services is crucial. An impulse
purchase is the act of a compelling and instant
buying in which the speed of the decision-making
process blocks thoughtful and deliberate

Manager

brand
knowledge

Salesperson-
LME quality brand
relationship
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consideration of all information and options.
Contrary to planned buying, impulse purchase is
less intentional and more impulsive and
irresistible. Impulse buying is attributed to
environmental factors such as store signage that
allows consumers to touch products, perceived
crowding, and employees’ service performance
(Pornpitakpan and Han, 2013). Thus, hypothesis 7
is proposed as follows:

H7: Salesperson service performance has a
significantly positive effect on the customer's
impulse purchase.

In addition to unplanned purchases, store revisit
intention is a critical consequence during and
after impulse purchases. Overall, purchasing
behavior is a sign of customer satisfaction where
satisfied customers tend to stay with the current
provider and repurchase the product or service in
the future (Zeithaml et al., 1996). However,
impulse purchases may cause the consumer to
regret and reduce subjective well-being (SWB),
thereby influencing store revisit intentions. This
study evaluates store revisit intentions separately
from impulse purchases. Repeat purchase
intention refers to the process of multiple visits
and buying goods and services from a store in the
long term. The main reason for repeat purchase
intention is the positive experiences after the
purchase (Hellier et al., 2003). Studies concerned
with loyalty have mostly emphasized the positive
relationship between customer loyalty, brand
preference, and repeat purchase intention. Thus,
hypothesis 8 is proposed as follows:

Brand equity

Customer
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impulse
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H8: Salesperson service performance has a
significantly positive effect on customer revisit
intention.

The research conceptual model is shown in Figure
1. This model is based on Jung et al. (2021) and is
expanded by adding the effect of salesperson

service performance on the customer's impulse
purchase and revisit intention (Pornpitakpan et
al., 2017). The difference between this model and
that of Jung et al. (2021) is that the former
contains the customer's impulse purchase and
revisit intention. The components of the model
are given in figurel.

Figure 1. The research conceptual model. [Jong et al. (2021); Pornpitakpan et al. (2017)]

Research Methodology

This was an applied, descriptive-survey study in
which the statistical population included
managers, employees, and customers of ETKA
chain stores in Tehran province. Due to having an
unknown population size, the sample size was
calculated by Cochran's formula to be 384,
including 192 employees and 96 managers. In this

context, each manager connects with two
employees and each employee connects with two
customers. A total of 700 questionnaires were
distributed, including 400 for customers, 200 for
employees, and 100 for store managers. The
sampling was carried out through the simple
random sampling method, and the data were
collected by using a questionnaire (Tables 2, 3,
and 4).

Table 1. Variables of the questionnaire distributed between managers

No. Variable Number of items Ref.
Salesperson service performance 1-6 Mengiic et al., 2016
2 Manager brand knowledge 7-10 Schmidt et al. 2010

Table 2. Variables of the questionnaire distributed between frontline employees

No. Variable Number of items Ref.
Perceived LME quality 1-7 Mengiic et al. 2016
2 Salesperson-brand relationship 8-13 Michael et al. 2015
Strategic knowledge dissemination 14-16 Serin et al., 2012

Table 3. Variables of the questionnaire distributed between customers
No. Variable Number of items Ref.
1 Customer loyalty 1-3 Agustin and Singh, 2005
2 Customer brand equity 4-6 Netemeyer et al., 2004
3 Impulse purchase 7-12 Rook and Fisher, 1995
4 Revisit intention 13-16 Kim et al., 2010

The content of the questionnaires (as a tool for
data collection) was confirmed with face,
construct, and diagnostic validity. Data were
analyzed in SmartPLS. The reliability of the
questionnaire was calculated using Cronbach's
alpha method.

Cronbach's alpha for questionnaires calculated in
SmartPLS is given in Table 4,5,6. According to this
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table, Cronbach's alpha for all variables is higher
than 0.7, confirming the reliability of the
guestionnaire. Likewise, the mean Cronbach's
alpha is 0.782. Moreover, the reliability of the
guestionnaire was confirmed with the coefficient
Rho and composite validity, with the
corresponding value of higher than 0.7 for all
variables.
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Table 4. Cronbach’s alpha for store managers

. Questionnaire Cronbach’s Coefficient Composite
Variable . s
items alpha Rho reliability
Manager brand knowledge 1-6 0.803 0.741 0.745
Salesperson service 7-10 0.837 0.770 0.854
performance
Table 5. Cronbach’s alpha for store employees
Variable Que::;tlonnalre Cronbach’s Coefficient Rho c°"."°‘?‘°i'te
items alpha reliability
Perceived LME quality 1-7 0.785 0.845 0.712
Salesperson-brand relationship 8-13 0.772 0.842 0.741
Strategic knowledge 14-16 0.776 0.746 0.717
dissemination
Table 6. Cronbach’s alpha for customers
Variable Questionnaire Cronbach’s Coefficient Composite
items alpha Rho reliability
Customer loyalty 1-3 0.820 0.885 0.769
Customer brand equity 4-6 0.779 0.873 0.871
Revisit intention 7-12 0.730 0.731 0.736
Impulse purchase 13-16 0.741 0.732 0.771

In this study, the relationship between variables
was measured using a structural equation model
(SEM) and SmartPLS.

Findings

Of all 100 managers who participated in this

study, 91 were men and 9 were women. Likewise,
of all 200 employees who participated in this
study, 129 (64.5%) were men and 71 (35.5%)
were women. And of all 400 customers who
participated in this study, 203 (50.7%) were men
and 197 (49.3%) were women.

Table 7. provides descriptive statistics for research variables.

Percei Salesper Manag Salesper Strategic Bran Impul Revisi
son- er son knowledg Custo
ved . d se t
brand brand service e . mer .
LME . . . equit purch intent
ualit relations knowle perform dissemina loyalty ase ion
g ¥ hip dge ance tion 4
Mea | 5 9927| 34835 | 29464 | 29452 23555 | 25181 55,0, | 2841 2884
n 7 8 1
Medi| 5 7400| 36667 | 3.0000|  3.000 2.6000 | 2.6001  ghqy| 3000 3.000
an 0 0 0
0.6874 0.7293 0.63878 0.637 0.7654 0.699 0.741
SD 5 1.0129 20 0.68745 13 3 64 52
Min 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Max 4.90 5.00 4.25 5.00 4.40 4.60 5.00 4.40 5.00
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Figure 2. Research model with standardized coefficient of factor loadings and path coefficients
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Figure 3. Research variable with t-values
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Table 8. t-value and path coefficient for research variables
. Dependent Modifier Path .
Independent variable variable variable t-value coefficient Hypothesis
Salesperson-
LME quality brand 10.007 0.353 Approved
relationship
Salesperson- Manager
LME quality brand & . 5.995 0.129 Approved
. . brand quality
relationship
Salesperson
Salesper.son-k?rand service 10.077 0.722 Approved
relationship
performance
Salesperson Strategic
Salesper.son-tTrand service knowledge 2.767 0.096 Approved
relationship . .
performance | dissemination
| .
Salesperson service Brand equity 36.152 0.818 Approved
performance
| .
Salesperson service Customer 41.103 0.773 Approved
performance loyalty
I i I I
Salesperson service mpulse 6.260 0.945 Approved
performance purchase
| . Revisi
Salesperson service . ewsﬁ 15.548 0.650 Approved
performance intention
The results obtained for the hypotheses are given in Table 9.
Table 9. The results for testing of hypotheses
No. Hypothesis Result
1 The percel\{ed LME quality has a significantly positive effect on the salesperson- Approved
brand relationship
Manager's brand knowledge moderates the effect of perceived LME quality on
2 . . Approved
salesperson-brand relationships
3 Salesperson-brand relationship has a positive effect on salesperson service Approved
performance
Dissemination of strategic knowledge is a moderator of salesperson-brand
4 A . . Approved
relationship on salesperson service performance
5 Salesperson service performance has a significantly positive effect on customer-
oriented brand equity
6 Salesperson service performance has a significantly positive effect on customer
loyalty
7 Salesperson service performance has a significantly positive effect on the
customer's impulse purchase
3 Salesperson service performance has a significantly positive effect on customer
revisit intention
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Conclusion

This study investigated the effect of perceived
LME quality on the development of brand
relationships and the improvement of the
performance of retail employees and customer’s
loyalty and impulse purchases. According to the
results, LME quality has a significantly positive
effect on the salesperson-brand relationship. In
addition, the path coefficient obtained from the
testing of the hypothesis is 0.353, implying a
weak effect of perceived LME quality on the
salesperson-brand  relationship.  Thus, the
research hypothesis is approved. These findings
agree with those reported by Jung et al. (2021)
and Erdogan et al. (2006), indicating that the
employee’s perception of high perceived LME
quality creates an employee's sense of duty to
exchange based on trust and respect, while the
perceived low quality of LME is likely to result in
employee behaviors that are not beyond the
scope of formal job descriptions. The results for
this hypothesis agree with those reported by
Eisenberger et al. (2003) who reported that
internal brand implementation entails high-
quality social exchange in organizations, which
allows employees to obtain proper and
meaningful brand knowledge and positively
shape brand attitudes.

It was found that the manager's brand knowledge
exhibits a significantly positive moderating role in
the effect of perceived LME quality on the
salesperson-brand relationship. In other words,
as the manager's brand knowledge increases, the
perceived LME quality will have a greater impact
on the salesperson-brand relationship. That is, at
higher levels of manager brand knowledge, the
intensity of perceived LME quality on the
salesperson-brand relationship will be higher and
vice versa. These findings are in line with those
reported by Jung et al. (2021) and Vallaster and
de Chernatony (2005) who reported that
employees are expected to learn data about a
brand (e.g., brand equity and uniqueness) from
managers through top-down knowledge transfer
by two-way communications. Then, such
knowledge may translate into their brand trust
and influence the facilitation of meaningful
interactions with customers.

According to the results, the salesperson-brand
relationship has a significantly positive effect on
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the salesperson's service performance. That is, a
rise in the salesperson-brand relationship
enhances the salesperson service performance.
These findings are consistent with those reported
by Jung et al. (2021) and Ahearne et al. (2010)
who found that salespersons who are recognized
with a single brand are more likely to exhibit
extra-role behaviors such as suggesting the brand
to a friend.

Strategic knowledge dissemination was found to
exhibit a significantly positive moderating role in
salesperson-brand relationship and salesperson
service performance. In addition, the path
coefficient obtained from testing this hypothesis
is 0.096, implying a very weak intensity of the
effect of strategic knowledge diffusion. Thus, the
research hypothesis is approved. These findings
are in line with what was reported by Jung et al.
(2021) and Punjaisri and Wilson (2011) who
reported that contextual factors (such as
knowledge sharing) may interact with employees'
brand relationship to assist with the behavior of
employees related to providing service to
customers.

According to the results, salesperson service
performance has a significantly positive effect on
customer brand equity. Simply put, a higher
salesperson service performance enhances
customer's brand equity. In addition, the path
coefficient obtained from testing of hypothesis is
0.818, implying a strong salesperson-brand
relationship. Accordingly, a unit increase in the
salesperson service performance enhances the
customer's brand equity by 0.81 units. Thus, the
research hypothesis is approved. These findings
agree with those reported by Jung et al. (2021)
and lIglesias et al. (2019), indicating that,
concerning the interactive nature of retail
environments, retailers play a unique role in
creating a positive customer experience and
perceived brand equity. In agreement with these
results, Biedenbach et al. (2011) reported that
customer perception of employee role
performance is significantly correlated with the
success of building the customer brand, which
enhances customer brand equity.

Based on the results, salesperson service
performance has a significantly positive effect on
customer loyalty. Thus, it can be concluded that a
unit increase in the salesperson service
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performance improves customer loyalty by 0.77
units. Therefore, this hypothesis is approved.
These findings agree with those reported by Jung
et al. (2021) and Augustin and Singh (2005),
which show retailers' ability to influence
customer loyalty by providing excellent service
and commercial promises (e.g. realizing
expectations through positive brand experience).

Furthermore, salesperson service performance
has a significantly positive effect on impulse
purchases. Accordingly, this hypothesis s
approved. These findings are in line with those
reported by Pornpitakpan et al. (2017). There are
also similar results reported by other studies,
where impulse purchase is attributed to
environmental factors (Mohan et al., 2013) such
as store signage that allows consumers to touch
products, perceived crowding, and employees’
service performance.

According to the results, salesperson service
performance has a significantly positive effect on
the customer's revisit intention. In simple terms,
an increase in the salesperson's service
performance improves the customer's impulse
purchase. Moreover, the path coefficient
obtained from testing of this hypothesis is 0.650,
indicating the significant effect of the
salesperson's service performance. Accordingly, a
unit increase in the salesperson service
performance enhances the customer's revisit
intention by 0.65 units. Thus, this hypothesis is
approved. These findings are in line with those
reported by Pornpitakpan et al. (2017). There are
also similar results reported in other studies (e.g.,
Wang et al, 2017) that indicate service
excellence causes the customer to repeat visits to
the store and suggest the store to others.

In this study, data were collected from three
sources for the field study. However, the field
study design was cross-sectional, thereby
restricting causal inferences regarding the
relationships hypothesized from our findings. Due
to limited permissions, we interviewed one
manager, two employees, and four customers
among others in each store. This may result in
selection bias in the surveys, which could be a
potential limitation of this study. Therefore, the
time of visiting each store was varying.
Accordingly, investigating full-time employees or
customers who shop at a specific time during the
day is expected to fix these shortcomings.
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