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Abstract

Terrorism has been thrust into our daily lives since atrocities such as the attacks on the twin towers of the World Trade Center in New York, elevated it to world attention. This resulted in a change in consumer behaviour with immediate effect not only with tourism and air travel (WTO 2002) but also with loyalty programmes. 

To study this effect in relation to online loyalty programmes, ‘terrorfear
 was included in authors doctorial thesis to evaluate this effect. From a sample of 1,625 online respondents across four sectors (grocery, gift, adult, book) from Australia websites, results revealed a statistically significant and dramatic effect creating a diametrically opposed behaviour pattern shifting long-term perspective to short term perspective. 

Businesses therefore need to be receptive and adaptive to this relatively recent phenomenon, by have contingency plans in place to respond accordingly. As there is an inverse relationship between costs and type of benefits offered (short verses long) these plans could consist of pre-arrangements with suppliers rather than having stock on hand but the ability to swiftly move strategies and access these short-term benefits thus adapting to the current environment and minimising costs. 
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1. Introduction

The past decade has witnessed acts of terrorism of a global scale not previously encountered. Acts of aggression such as but not limited to those on the World Trade Center in New York, Bali bombings, Madrid train bombing and attacks on the London transport system has impacted peoples’ attitudes and behaviours not least in the area of consumer behaviour.

As part of my doctoral thesis titled “Structural Design Framework for Online Loyalty Programmes,” I included a moderating factor consisting of ‘terrorfear1, resulting from recent terrorist activities since 11th September 2001 attack on the World Trade Center twin towers in New York. This change in buyer/consumer behaviour is hypothesised to have moved from a state of long-term perspective to short-term perspective. In other words, the proposition that consumers are placing more importance on “a bird in the hand is better than two in the bush.”
The literature on this topic is rather scant in part due to the relative recent phenomenon and none in relation to loyalty programmes online or offline. The predominant literature in this area focuses on fear in relation to crime rather than on terrorism however Konty, Duell and Joireman (2004) investigates the effect of terrorism on values but not specifically related to loyalty programmes. This paper hopes to fill the gaps in relation to terrorism or terrorfear1 and online loyalty programmes.

Fear is one of the four primary, autonomic emotions (Kemper 1987). Fear is one of the first emotions experienced by children, is consistently found across cultures, and it has definite evolutionary advantages. As a primary emotion, it has a distinct ‘autonomic pattern’ in that it produces very specific and unique biochemical, sensational, and behavioural responses. When a person is afraid the brain releases specific chemicals, the individual feels specific sensations, and manifests specific behavioural reactions that are not present with other primary emotions like anger or satisfaction (Konty, Duell and Joireman, 2004). According to Kemper (1991), fear results from social interaction when the person is made to feel powerless and subject to the will of others. Fear is a relational product, when a social relation is structured such that one entity has the power to dictate the outcome of a second party; the second party will experience fear (Konty, Duell and Joireman 2004).

In terms of terrorism, fear is generated in the general population when people come to believe that they may become a random victim (Kemper 1991). In Kemper’s terms people fear terrorism because it places them in an almost totally powerless position relative to the terrorist. Konty,  Duell and Joireman. (2004) suggests this powerlessness is the direct result of the fact that no one knows when the terrorist will strike, simply that it will occur.

Given the relational source of fear to terrorism, it is likely that cognitive changes accompany the affect. Some social psychological theories linking cognition to affect, for example Affect Control Theory (ACT), which argues that cognitions produce affect but that affect in turn, produces changes in cognition (Smith-Lovin and Heiss 1988; MacKinnon 1994). The change in cognition functions to reduce the affective experience. Konty, Duell and Joireman (2004) posits the experience of fear should produce cognitive changes that reduce the fear experience.

It is postulated this new phenomenon ‘terrorfear1’ is therefore likely to have a behavioural effect on online loyalty programmes as a result of the ‘autonomic pattern’ and thus included to test the effect and fill the knowledge gaps in this area. 

2. Methodology

The exploratory research used in the study uses a combination of literature review, focus groups and online questionnaire as data collection methods. Respondents from four Australian online websites representing four sectors (grocery, gift, adult, book) provide the primary data from the online survey instrument via a voluntary link from the back end of a purchase transaction to Victoria University - Australia, which hosted the questionnaire. SPSS (v.11) was used for analysis in this paper and consists of a mixture of descriptive and analytical statistics primarily a non-parametric Pearson Chi-Square test.

The survey questionnaire was developed in consultation with the four online businesses and two focus groups. The online survey instrument used was e-Experiment (v.2.1) (DeRosia 2000), using a combination of HTML and JavaScript, developed by Eric DeRosia, Marketing Department, University of Michigan, Illinois, United States of America and adapted by the researcher.

A quota sampling approach was used. Overall useable data was obtained from 1,625 online customers from four sectors (grocery, gift, adult, book) websites with varying response rates. The overall response consisted of the grocery sector sample - 404 (response rate - 14.7%); Gift sector sample – 408 (response rate – 23.5%); Adult sector – 410 (response rate – 12.2%) and Book sector- 403 (response rate – 31.6%) as summarised in Table 1. This represented a sampling confidence interval of plus or minus 2.43 at 95 percent confidence level when projected to the Australian online buying population. This is inline with JupiterResearch (2000) finding which calculated a sampling confidence interval of plus or minus 3 percent when projected to the American online buying population.

3. Results

Firstly focus group sessions identified that since terrorism attacks as indicated above had indeed induced a behavioural change within these groups. It seems reasonable that loyalty programmes should be aligned to take these ‘fear’ factors into consideration in the development of end benefits should these indeed be significant. The focus groups devised the following three levels in which to gauge if changes had occurred since 11th September 2001 by comparing pre and post responses. 

· Short-term

(1-12 months) 

· Medium-term
(1-3 years) 

· Long-term

(beyond 3 years) 

Consequently a hypothesis was developed to test this phenomenon in relation to loyalty programmes.

H0
Terrorism has changed buyers’ behaviours to seek more short-term benefits than long-term benefits since 11th September 2001.

The Pearson Chi-Square test on the survey data in Table 2 support the above H0 across all sectors and therefore overall. However the strength of change was quite dramatic with a statistically significant swing from a pre-11th September 2001 basis of long-term durations (76.6%), short-term (2.5%), to post survey analysis basis of long term duration (0%) and short-term duration of 82 percent. Even the medium-term duration declined 5.2 percent overall. 

Durational Benefits by Sector

There is no statistically significant difference by sector. Sector being the four under investigation in the study: - Grocery, Gift, Adult and Book sectors.

Durational Benefits by Demographics

The observations are then tested for significant difference by demographics. The results indicate that of the four demographic factors (Sex, Age, Employment and Education) only two are significantly different – Employment and Education.

Employment
The retired, homemaker and employed groups cluster together having the strongest behavioural change pre to post. Students and self-employed cluster together with a significant change pre to post although at a lesser level that the previous cluster. 

Education
Although all education groups have significantly changed their behaviour due to the fear factor, high school and undergraduates cluster together as the strongest groups. Postgraduates are the least affected group with trade/cert falling in between.

4. Discussion

The results indicate a statistically significant diametrically opposed view to buyer/consumer attitudes and behaviours as a result of recent terrorism activities, which induce fear and uncertainty. The situation is replicated across all sectors with no statistically significant difference. This research did not delve into consumption patterns as a result of terrorism activities, which may have been the case in some sectors. Airlines, tourism and hospitality industry are vulnerable to these activities whereas the food industry are perhaps more immune to terrorism activities (Atkins et al., 2004), however this opens the path to further research in this area.

Whilst terrorism and resulting ‘fear’ factor does impact on behaviour (WTO 2002), there also must be a temporal effect that diminishes the behaviour over time. The findings here reveals that eight years after the World Trade Center attack in New York, the changed behavioural affect induced by fear is still evident. Whether this affect had heightened or lessened over time (time series) as people become accustomed or insular to terrorism incidents was not included in this research, however the data provides a basis for further research and future time series studies.

Although the four sectors tested are not statistically significantly different, other sectors more susceptible to fear issues may provide different results and an opportunity for future research. 

5. Conclusion

What this research reveals is that overnight events such as terrorism attacks that induce fear in society have dramatic effects on loyalty programmes, which are out of sync in respect to the benefits they offer. 

Businesses therefore need to be receptive and adaptive to this relatively recent phenomenon, by have contingency plans in place to respond accordingly. As there is an inverse relationship between costs and type of benefits offered (short verses long) these plans could consist of pre-arrangements with suppliers rather than having stock on hand but the ability to swiftly move strategies and access these short-term benefits thus adapting to the current environment and minimising costs.

It would appear there exists a dilution effect to fear over time just as airline travel has slowly returned from pre-9th September 2001 days, however the initiating effect is all but immediate and responsiveness to these events will boost and foster commitment and allegiance during these extraordinary times.
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7. Appendix

Table 1
Respondent Characteristics

	Respondent Characteristics
	Grocery
	Gift
	Adult
	Book

	
	%
	%
	%
	%

	Responses Received:

Response Rate:

Sex: 

Male

Female

Age:

18-25

26-35

36-45

46-55

55+

Employment:

Student

Employed

Self Employed

Homemaker

Retired

Not Employed

Education:

High school

Trade Cert/Dip

Undergraduate degree

      Postgraduate degree
	24.9

14.7

14.4

85.6

8.2

43.1

34.7

10.4

3.7

6.7

59.7

9.4

21.3

2.7

0.2

52.2

26.0

18.8

3.0
	25.1

23.5

32.1

67.9

3.4

49.5

36.0

8.8

2.2

7.4

58.1

10.5

19.9

4.2

0

53.7

26.7

16.7

2.9
	25.2

12.2

81.7

18.3

8.8

37.6

38.8

11.5

3.4

4.9

53.4

18.0

18.8

4.9

0

58.5

24.6

16.3

0.5
	24.8

31.6

26.8

73.2

3.0

47.9

37.5

8.9

2.7

6.2

56.1

16.9

17.1

3.7

0

51.9

30.0

16.6

1.5


Table 2
Durational Benefits percentage change since 11th Sept 2001

[image: image1.wmf]Value

Sig.

Short term

80.9%

81.4%

82.4%

82.4%

81.8%

Medium term

-4.0%

-4.4%

-6.3%

-6.0%

-5.2%

Long term

-77.0%

-77.0%

-76.1%

-76.4%

-76.6%

n=404

n=408

n=410

n=403

n=1625

Pearson Chi-Square

96.294

p<.001

Grocery

Gift

Adult



Book

Overall


Table 3
Chi-square test for durational benefits by sector/Demographics

[image: image2.wmf]Pearson Chi-Square

Value

Sig.

Sector

3.079

NS

Gender

4.202

NS

Age

11.359

NS

Employment

33.935

p<.001

Education

43.442

p<.001

n=1625


� Terrorfear is defined as the fear induced as a result of terrorism activities.
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