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Dear customer:

The purpose of this email is to
notify you that your loyalty tier
level in the ABC rewards program
has been reduced due to recent
policy in the

changes in our

rewards program.

Please find below information

about benefits associated with

your loyalty tier level

® Priority reservation wait—list
® Additional checked baggage
allowance

® Priority baggage handling

Best regards

ABC Airline

Dear customer:

The purpose of this email is to
notify you that your loyalty tier
level in the ABC rewards program
has been reduced due to a
decreased number of travels with

us in the past calendar year.

Please find below information

about benefits associated with

your loyalty tier level.

® Priority reservation wait—list
® Additional checked baggage
allowance

® Priority baggage handling

Best regards

ABC Airline
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Abstract

The effects of status demotion in
the hierarchical loyalty program
on the intention of negative
word—of—mouth

Yoonji Kim
Business Administration (Marketing)

The Graduate School

Seoul National University

A hierarchical loyalty program (HLP) is an important marketing
method for firms to attract loyal customers. Various industries have
actively implemented HLP to enhance customer loyalty and form
sustainable relationships with customers. Aside from positive
aspects of HLP, negative aspects may arise from the status
demotion of customers who have not fulfilled the requirement to
promote or sustain their tier in the program. Status demotion is an
inevitable measure to properly manage HLP, but it may provoke
customers’ negative responses. The goal of this research is to
identify the effects of customers’ perception of the cause of
status demotion (external vs. internal) on customers’ intention of
negative word—of—mouth. This research also aims to validate
whether these effects vary according to the customer’ s desire for
power. Study 1 validates the serial mediation effect of perceived
unfairness and desire for revenge to identify psychological

mechanisms associated with the effects of customers’ perception
§ §
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of the cause of status demotion on customers’  intention of
negative word—of—mouth. Empirical results of Study 1 reveal that
status demotion by external (vs. internal) causes increases
perceived unfairness, increasing desire for revenge and intention of
negative word—of—mouth. Furthermore, Study 2 validates that
those effects of cause of status demotion on perceived unfairness
vary by customers ’ desire for power. More specifically,
customers with a higher level of desire for power have perceived
unfairness to a greater degree when the cause of status demotion
was external (vs. internal). But customers with a lower level of
desire for power did not show a significant difference between
internal and external causes of status demotion. Finally, theoretical

and practical implications are drawn based on the findings.

Keywords: Hierarchical loyalty program, Status demotion, Desire
for revenge, Negative word—of—mouth, Desire for power
Student Number: 2020—25842
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