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Abstract

It has been a widely held notion that firms can benefit from using preferential treatment in their customer relationship manage-
ment strategies. For example, many firms provide select customers (i.e., recipients) with exclusive promotional offers that they
purposefully do not extend to other customers (i.e., non-recipients). However, today’s empowered consumers are more socially
aware than ever of such divisive practices (via social media, deal websites, etc.), and firms must now better account for the
negative backlash from non-recipients that may ensue. In this research, we conceptually define exclusive promotions and outline
how they differ from other more heavily-studied customer prioritization tools. We then take a divergent approach from the
majority of the extant literature by focusing primarily on how and why non-recipients (rather than recipients) respond to exclusive
promotions. Study la findings reveal that non-recipients have negative attitudes toward exclusive promotions, as well as negative
attitudes and lower patronage intentions toward the firm using them. Perceived social exclusion was shown to underlie these
unfavorable responses. In Study 1b, we rule out an alternative equity-based explanation of our findings by assessing loyalty to the
firm as a potential moderator. We then extend our investigation to a field setting in Studies 2 and 3. There we replicate our Study
la results, and assess consumers’ actual purchasing behavior in response to a real exclusive offer for enhanced generalizability.
Lastly, in Studies 4 and 5 we empirically test two strategies that firms can potentially use to mitigate the negative effects of
exclusive promotions documented here.

Keywords Exclusivity - Promotions - Preferential treatment - Social exclusion - Customer prioritization - Customer relationship
management

Introduction

The use of exclusive and highly targeted promotions has re-
cently gained considerable traction among firms as a way to
more efficiently provide preferential treatment to select cus-
tomers (Barone and Roy 2010a, b; Thompson et al. 2015).
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Because it is simply not practical or profitable to treat a/l
customers in a superior fashion, firms often establish priorities
among their customers, and then selectively allocate special
offers and deals to targeted customers. For example, retailers
such as Amazon, Costco, and Staples try to foster goodwill
among students, teachers, and military personnel by offering
them special benefits that are not extended to other customers.
Existing research details numerous advantages of providing
targeted customers with preferential treatment, including
higher sales, customer profitability, relationship commitment,
and positive word-of-mouth (Homburg et al. 2008; Lacey et
al. 2007; Wiibben and Wangenheim 2008). Similarly, prior
work specifically focused on sales promotions highlights
targeted customers’ positive reactions to receiving offers that
vary in discount size (Saini et al. 2010), frequency (Alba et al.
1999), framing (Chen et al. 1998), incentives (Winterich and
Barone 2011), and restrictions (Weathers et al. 2015).

While this insight is valuable in its own right, it does not
acknowledge that untargeted customers are often aware of,
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and affected by, such activities (see Henderson et al. 2011;
Darke and Dahl 2003). Accordingly, researchers have recently
noted that more insight is needed on the potential drawbacks
of preferential treatment in order to better understand its over-
all impact (Nguyen 2012; Butori and De Bruyn 2013; Jiang et
al. 2013; Thompson et al. 2015). Wetzel et al. 2014highlighted
this gap in the literature, stating, “Although previous re-
searchers have devoted substantial effort to understanding
the desirable effects of customer prioritization initiatives, their
potential undesired consequences remained unexplored” (em-
phasis added; p. 14). Similarly, the extant sales promotion
literature offers little insight on untargeted consumers’ reac-
tions to not receiving offers (Thompson et al. 2015) (see
Table 1 for an overview).

‘We address these gaps in the literature by focusing primarily on
untargeted customers’ (potentially negative) reactions to an
understudied customer prioritization tool: exclusive promotions.
We further differentiate our work by using a social exclusion
framework, thereby providing needed insight on how consumers
respond to exclusion (Lee and Shrum 2012; Wan etal. 2014). The
rest of this article is organized as follows: first, we conceptually
define exclusive promotions and outline how they are distinct from
other prioritization tools (highly targeted promotions and loyalty
programs). We then examine in Study 1a how, and why, untargeted
customers respond to exclusive promotions. In Study 1b, we con-
sider an alternative explanation of our Study la findings by
assessing loyalty to the firm as a potential moderator. We then
expand our investigation to field settings in Studies 2 and 3.
There we replicate our Study 1la results and assess consumers’
actual purchasing behavior in response to a real exclusive offer
for enhanced generalizability. Lastly, we test strategies that firms
can use to potentially mitigate untargeted customers’ negative re-
sponses to exclusive promotions in Studies 4 and 5. A conceptual
overview of our studies is offered in Fig. 1.

What are exclusive promotions?

The use of exclusivity represents a firm’s strategic, conscious
effort to provide certain individuals or groups with a special
benefit. At the same time, it also represents a firm’s effort to
ensure that all other customers do not receive that same benefit.
In line with this, we define an exclusive promotion here as an
invitation-only, non-contractual promotional offer intended for
a certain individual that can be acted upon by only that indi-
vidual due to verifiable eligibility and redemption criteria set
forth by the promoter (i.e., firm)." The qualification criteria for
such offers are often, but not always, non-transparent. Thus, a
natural dichotomy of consumers exists for any given exclusive

! While we are not the first, or only, researchers to examine exclusive promo-
tions, we do want to more fully delineate them from other prioritization tools
(both conceptually and practically) due to limited research in this area.
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promotion: (1) those who were selected by a firm to receive the
offer and (2) those who were not (i.e., everyone else). We
conceptualize these consumers here as “recipients” and “non-
recipients,” respectively. The “exclusion effect” broadly refers
to non-recipients’ negative responses to not being selected by a
firm to receive an exclusive offer.

Though not as prevalent as highly targeted promotions or
loyalty programs, exclusive promotions have become increas-
ingly popular in large part due to targeted customers’ positive
responses to receiving them (Barone and Roy 2010a, b). The
increased use of (verifiable) exclusive offers also stems from
firms’ inability to restrict customers from “cashing in” on
highly targeted offers not meant for them (Thompson et al.
2015). For example, Uber provides select customers with ex-
clusive promotional “ride credits” at its discretion. These
credits are deposited directly into recipients’ accounts, thus
preventing untargeted customers from using them. Online
meal provider HelloFresh gives promotional codes to certain
customers that can be used only when orders are shipped to
the names and mailing addresses on file for those customers.
Ace Hardware extends offers that can be redeemed only once,
in-store, after recipients provide photo identification that
matches the name on the offer.

Several key factors conceptually distinguish exclusive promo-
tions from other customer prioritization initiatives (see Table 2
for an overview). First, non-recipients cannot incur the benefits
of an exclusive offer once it has been extended to recipients
(without approval from the firm). That is, exclusive offers are
non-transferrable due to verifiable eligibility and redemption re-
strictions set by the firm. Consider an airline that offers a free
flight only to customers who purchased at least 50 tickets during
the year. The airline can use its own records to initially identify
which customers should be recipients, and then use verifiable
redemption criteria (e.g., photo identification) to ensure that
non-recipients cannot redeem a recipient’s offer.

This inability for untargeted customers to “self-correct” their
status and act upon exclusive offers represents an important
distinction between highly targeted promotions and exclusive
promotions. Highly targeted promotions are intended for—but
critically not limited to—certain individuals or groups. Non-
recipients can (and often do) act upon them due to a lack of
verifiable eligibility and redemption criteria (Thompson et al.
2015). For example, a firm may extend a general code to cus-
tomers on its email list (“SOFF for 5% off”), which can be
publically shared and used repeatedly by many customers (in-
cluding non- recipients). Thus, exclusive promotions afford
more precise control over which consumers act upon an offer.

Next, exclusive promotions are non-contractual. Firms
have complete discretion to decide which customers receive
exclusive benefits, the nature of those benefits, and why they
are extended. For example, an online retailer may choose to
give customers A and B unique 25 and 10% discount codes,
respectively, but not extend a code to customer C at all. This
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flexibility distinguishes exclusive promotions from loyalty
programs that contractually obligate firms to give customers
predetermined benefits based on their inputs to the firm (e.g.,
“Customers will earn 1 free night upon staying 5 nights”)
(Henderson et al. 2011).2

Lastly, exclusive promotions are often, but not always,
non-transparent. Firms can choose to voluntarily disclose the
qualification criteria for any given exclusive offer, but impor-
tantly, are not obligated to do so.®> By contrast, firms must
provide consumers with clear rules and policies associated
with their loyalty programs. Consumers know the require-
ments for each available benefit in a program, and can choose
whether to fulfill those requirements or not.

Conceptual development and hypotheses
Social awareness of exclusive promotions

Firms could once provide select customers with exclusive
benefits in a relatively discrete manner. However, technolog-
ical advancements and the rise of social media have driven
marketplace transparency to an all-time high, enabling con-
sumers to be much more active in the exchange process.
Consumers now regularly share targeted promotional offers,
special promotional codes, and links to “secret” webpages to
help other customers access deals not originally intended for
them (Thompson et al. 2015). This sharing often takes place
on specialized deal-sharing websites (e.g., SlickDeals.net) that
aggregate promotions and enable non-recipients to act more
easily on them (Thompson et al. 2015). Thus, consumers are
now more aware than ever when firms give other customers
special benefits that they do not receive, themselves (Lhoest-
Snoeck et al. 2014; Ludwig et al. 2017; Steinhoff and
Palmatier 2016; Xia and Monroe 2017).

Using a social exclusion theoretical framework, we posit
that this social awareness surrounding firms’ use of exclusive
promotions threatens non-recipients’ fundamental need for
belongingness. In response, they should act negatively toward
the firm that excluded them (negative attitudes, lower patron-
age intent, etc.). We expect non-recipients’ felt exclusion (and
thus their negative responses) to be particularly strong in this
context since verifiable eligibility/ redemption criteria pro-
hibits them from changing their excluded status.* Our hypoth-
eses follow.

2 Conversely, consumers are not contractually obligated to participate in a
firm’s loyalty program. However, they must meet certain requirements if they
want to incur certain program benefits (per the outlined program rules).

3 We explore in Studies 4 and 5 whether providing such information can
potentially reduce the exclusion effect.

4 However, since exclusive promotions are non-contractual, firms can retroac-
tively extend an offer to a non-recipient for any reason. We examine if doing so
leads to more positive, restorative responses toward the firm in Study 5.

Social exclusion

Social exclusion occurs when individuals are deprived of re-
lationships that are positive, significant, and lasting
(Baumeister and Leary 1995; Derfler-Rozin et al. 2010). As
fundamentally social beings, humans are highly sensitive to
exclusion. It threatens basic needs, such as belonging, self-
esteem, control, and belief in a meaningful existence
(Williams 1997), and it can even adversely affect physical
well-being (Baumeister and Leary 1995). In short, the need
to belong is a “powerful, fundamental, and extremely perva-
sive motivation” (Baumeister and Leary 1995, p. 497).

Extant research reveals rather inconsistent findings on how
individuals react to being excluded (Maner et al. 2007; Wan et
al. 2014; Williams 2007). Some responses are prosocial and
aimed at regaining acceptance (Williams 2007); for example,
excluded individuals may be more likely to conform to others’
opinions (Williams et al. 2000) and to attend to social cues in
order to restore inclusion (Pickett and Gardner 2005). They
may also engage in affiliative consumption (Mead et al. 2011)
or purchase products that are symbolic of past relationships
(Loveland et al. 2010).

However, more relevant to the current theorizing, social
exclusion may instead lead to negative and dissociative be-
haviors. Excluded individuals have been shown to donate less
money (Twenge et al. 2007), to be less cooperative with peers
(Twenge et al. 2007), and to display increased aggression
toward sources of exclusion (Buckley et al. 2004). In consum-
er behavior contexts, excluded individuals have been shown
to make potentially self-defeating financial decisions (Duclos
et al. 2013), to be less willing to undertake eco-friendly be-
haviors (e.g., patronizing a “green” hotel) (Gao and Mattila
2016), and to use brand differentiation to distinguish them-
selves from sources of exclusion (Wan et al. 2014).

Importantly, excluded individuals will likely display posi-
tive, restorative behaviors aimed at social reconnection only if
doing so is realistic and will lead to stable, meaningful inter-
actions (Maner et al. 2007; Mead et al. 2011; Wan et al. 2016).
Because non-recipients cannot self-correct their excluded sta-
tus once a firm extends an exclusive offer, we do not expect
them to react positively toward the firm. Instead, since indi-
viduals tend to attribute causality for negative events to exter-
nal factors, we expect non-recipients to attribute their negative
promotional outcomes to the firm (an external factor) (Miller
and Ross 1975; Folkes 1988; Clark and Isen 1982).° These
external attributions should lead them to feel excluded by the
firm and should ultimately manifest in negative attitudes to-
ward it and its exclusive promotion (Williams and Sommer
1997; Campbell 1999; Xia et al. 2004). Since excluded indi-
viduals often seek to protect themselves from further

3 “Promotional outcome” refers to whether or not a consumer was chosen bya
firm to receive an exclusive offer.

@ Springer
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Documenting the exclusion effect (Studies 1a—3)

Firm Loyalty

(Study 1b)

Promotional

Subjective and
Objective Outcomes

Promotion Attitude
Promoter Attitude
Patronage Intentions
(Studies 1a- 2)

Perceived

Qutcomes
(Studies 1a-3)

Exclusion
(Studies 1a- 3)

v

Purchase Incidence

Spending Amounts

Mitigating the exclusion effect (Studies 4 —5)

Promotional
Qutcome
Explanation
(Study 4)

Locus of Causality
(Study 4)

Social Distance
(Study 5)

Self-Correction

(Study 3)
Percei\-red = \" \
Exclusion
(Study 4) Promotion Attitude
Promoter Attitude
Patronage Intentions
(Studies 4 - 5)
\ A

Self-Correction
Intentions

(Study 5)

Perceived

(Study 5)

Exclusion
(Study 5)

Fig. 1 Conceptual overview of all studies. Note: All respondents were non-recipients in Studies 4-5 in order to test strategies aimed at mitigating the

exclusion effect that was documented in Studies 1a—3

exclusion (Maner et al. 2007), we also expect non-recipients
to have lower intentions to patronize the excluding firm in the
future. In sum, perceived exclusion should underlie the pro-
posed effects of exclusive promotions:

H1: Non-recipients will have (a) stronger feelings of exclu-
sion, (b) more negative promotion attitudes, (c) more
negative promoter attitudes, and (d) lower patronage in-
tentions than recipients.

H2: Perceived exclusion will mediate the effect of exclusive

promotional outcomes on: (a) promotion attitudes, (b)
promoter attitudes, and (c) patronage intentions.

Study 1a

Design, participants, and procedure

The purpose of Study 1a was to test H1 and H2. Respondents
were selected (or not selected) to receive an exclusive offer

from an electronics retailer. The 78 adult respondents for this
online study were obtained using Amazon Mechanical Turk

@ Springer

(MTurk). Approximately 72% were female, the mean age was
34, and the median income was $50,000 to $59,999.
Consistent with prior promotional research (Barone and Roy
2010a, b), all respondents were told they would be evaluating
an exclusive promotion offered by a major electronics retailer
with whom they have shopped in the past. They were in-
formed that the retailer offered the promotion on an
invitation-only basis to a very select group of verifiable cus-
tomers based on their past patronage, and that they may or
may not receive the offer as a result. All respondents then
evaluated the promotion before being informed that they were
(or were not) selected to receive the offer (see Web Appendix
A) (Barone and Roy 2010a, b).

All measures exhibited satisfactory reliability (all 7’s > .97;
all p’s<.0001; see Web Appendix B).® Promotion attitudes
were assessed with “My opinion of this sales promotion is”
(1 =bad/7=good; 1 =negative/7 = positive) (modified from
Barone and Roy 2010a). Promoter attitudes were assessed
with “What is your overall attitude toward the electronics
retailer?” (1 =bad/7 = good; 1 =unfavorable/7 = favorable)
(modified from Mitchell and Olson 1981). Patronage

© The order in which the mediator (exclusion) and the outcomes were mea-
sured varied across studies, though the main effects on these variables—and
the mediating effects of exclusion—were highly consistent across all studies.
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intentions were assessed with “How likely are you to buy your
electronics from this retailer in the future?” (1 = very unlikely/
7 =very likely; 1 =not probable/ 7 = very probable) (modified
from Newman et al. 2014). Perceived exclusion was assessed
with “How did your outcome in the sales promotion make you
feel?” (1 = included by the retailer/ 7 = excluded by the retail-
er; 1 =accepted by the retailer/7 =rejected by the retailer)
(adapted from Zadro et al. 2004). Exclusivity of the offer
was assessed with “The sales promotion was:” (1 = available
to many customers/7 = available to few customers; 1 =not at
all selective/7 = very selective) (modified from Barone and
Roy 2010a).

Results

A crosstab analysis indicated that 97% (100%) of respondents
accurately reported (not) receiving the offer when they were
(not) selected to receive it (x> =74.10, p <.0001). They also
viewed the offer as highly exclusive, regardless of their out-
come (M=6.33 vs. M =6.30; p=.94).

As expected, results from a multivariate analysis of vari-
ance (MANOVA) indicated that non-recipients had more neg-
ative promotion attitudes (M =2.40 vs. M =5.69; F(1,76)=
100.10, p <.0001), promoter attitudes (M =2.57 vs. M =5.71;
F(1,76)=105.10, p<.0001), lower patronage intentions
(M =2.95 vs. M=5.96; F(1,76) =65.81, p<.0001), and
higher feelings of exclusion (M =6.09 vs. M =1.89;
F(1,76) =327.39, p <.0001) than did recipients. These results
support HI.

We then employed Hayes’ (2013) PROCESS Model 4 with
5000 bootstrap samples and 95% bias-corrected confidence
intervals (ClIs) to test the indirect effects (IEs) proposed in
H2. As expected, results revealed that the CI surrounding
the negative IE of promotional outcomes on promotion atti-
tudes did not contain zero (IE=-3.90; CI [-5.2330,
—2.6794]). This indicates that perceived exclusion served as
a mediator (Hayes 2013; see also Zhao et al. 2010). Similar
results were found for the negative IEs on promoter attitudes
(IE =-3.99; CI [-5.1042, —3.0993]) and patronage intentions
(IE=-4.21; CI [-5.4592, —2.9994]). Thus, H2 is supported.

Discussion

We confirmed in Study 1a that non-recipients evaluate exclu-
sive promotions negatively, and that these unfavorable effects
also extend to the firm, itself. The Study la results also pro-
vide critical insight into why these effects occur by identifying
perceived exclusion as an important mediator. However, recall
that respondents were asked to assume they had previously
shopped with the retailer, and that the promotion was designed
to reward customers for their past patronage (consistent with
Barone and Roy 2010a, b). It is possible that respondents
inferred from this that they were loyal customers, and thus felt

@ Springer

entitled to receive the offer (Adams 1965; Tsai and Lee 2007,
Xia and Monroe 2017). This equity-based viewpoint may
serve as a rival explanation of why non-recipients reacted
negatively. It also raises the question of whether their negative
reactions only occur when loyalty is high. Thus, in Study 1b
we explicitly manipulate loyalty to the firm to examine non-
recipients’ responses to exclusive offers under conditions of
both high and low loyalty. We also assess perceived unfairess
as a potential rival mediator.

Study 1b
Social and equity accounts of exclusion

The exclusion-based account we use predicts that non-
recipients will react more negatively than recipients within
each loyalty condition (i.e., when holding loyalty constant).
That is, based on the reviewed literature and our Study la
findings, we expect non-recipients to feel more excluded
and respond more negatively than recipients when loyalty is
higher, as well as when it is lower. Further, individuals react
negatively to exclusion regardless of the source (e.g., human
vs. computer; Zadro et al. 2004) or the strength of their rela-
tionship with that source (e.g., in-groups vs. out-groups Vvs.
hated out-groups; Gonsalkorale and Williams 2007;
Williams et al. 2000). Thus, different from the equity account
outlined next, we do not expect highly loyal and low loyal
non-recipients’ perceived exclusion or negative reactions to
differ (i.e., all non-recipients should feel highly excluded
and react negatively as a result, regardless of loyalty). Lastly,
in line with H2 and our prior rationale, an exclusion account
predicts that exclusion will mediate the effects of promotional
outcomes at both loyalty levels.

Alternatively, an equity/fairness perspective suggests
that an exchange is perceived as fair when the ratio of
costs (i.e., inputs) and benefits (i.e., outputs) is balanced
(Adams 1965). This suggests that, when holding loyalty/
inputs constant, different promotional outcomes/outputs
would lead non-recipients to express stronger unfairness
perceptions and more negative reactions than recipients
(e.g., low loyal non-recipients would have stronger un-
fairness perceptions and more negative reactions than
low loyal recipients since they have identical inputs—
but receive a less favorable outcome). In contrast to the
social exclusion account above, an equity perspective
would also predict that highly loyal non-recipients
would express stronger unfairness perceptions and more
negative reactions to their unfavorable outcomes than
low loyal non-recipients (due to having higher inputs/
loyalty) (Darke and Dahl 2003; Martin et al. 2009).
Finally, an equity account would predict that perceived
fairness would mediate the effects of promotional
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outcomes at both loyalty levels. We collectively outline
these predictions below:

H3: Non-recipients will have (a) stronger feelings of unfair-
ness, (b) stronger feelings of exclusion, (c) more negative
promotion attitudes, (d) more negative promoter atti-
tudes, and (e) lower patronage intentions than recipients
when loyalty is high and when it is low.

H4: Highly loyal non-recipients will have (a) stronger feelings
of unfairness, (b) more negative promotion attitudes, (c)
more negative promoter attitudes, and (d) lower patron-
age intentions than low loyal non-recipients.

HS5: Perceived exclusion will mediate the effect of exclusive

promotional outcomes on: (a) promotion attitudes, (b)
promoter attitudes, and (c) patronage intentions when
loyalty is high and when it is low.
H6: Perceived unfairness will mediate the effect of exclu-
sive promotional outcomes on: (a) promotion attitudes,
(b) promoter attitudes, and (c) patronage intentions when
loyalty is high and when it is low.

Design, participants, and procedure

The purpose of Study 1b was to test H3-H6. Study 1b was an
online study that utilized a 2 (promotional outcome: recipient
vs. non-recipient) x 2 (loyalty to retailer: higher vs. lower)
between-subjects design. The 100 adult respondents for this
study were again obtained using MTurk and randomly
assigned to one of the four conditions. Approximately 51%
were female, the mean age was 38, and the median income
was $50,000 to $59,999.

The Study 1b procedures were identical to those used in
Study 1a except for two key differences. First, we added the
loyalty manipulation, and second, we did not tell respondents
that the promotion was designed to reward customers for past
patronage (to avoid confounding the loyalty manipulation).
Drawing from prior research on customer loyalty in retail
contexts (Martin et al. 2009), respondents in the higher loyalty
condition were told before evaluating the promotion: “Please
assume that you frequently purchase items from this retailer.
In fact, you rarely purchase electronics elsewhere.” Those in
the lower loyalty condition were told: “Please assume that you
rarely purchase items from this retailer. Most of the time you
purchase your electronics elsewhere.” Thus, both groups of
respondents had existing inputs/relationships with the retailer,
though to varying degrees. All respondents then saw the same
stimuli (see Web Appendix A) and promotional outcome ma-
nipulation from Study 1a. All measures were identical to those
used in Study la and again displayed satisfactory reliability
(see Web Appendix B). We also measured perceived
(un)fairness with “My outcome in the sales promotion was
fair” and “My outcome in the sales promotion was right”

(1 =strongly disagree/7 = strongly agree) (r=.94; p<.001;
Patterson et al. 2006). Respondents indicated whether they
were told they had frequently or rarely shopped with the re-
tailer as a loyalty manipulation check.

Results

A crosstab analysis indicated that 99% (100%) of respondents
accurately reported receiving (not receiving) the offer (x> =
100.00, p <.001), while 100% (87%) accurately reported be-
ing told they frequently (rarely) shopped with the retailer
(x> =75.54, p<.001).

A MANOVA revealed that non-recipients again expressed
more negative promotion attitudes M =2.89 vs. M=5.17;
F(1,96)=54.02, p <.0001) and promoter attitudes (M =3.11
vs. M =5.19; F(1,96) = 64.34, p <.0001), lower patronage in-
tent (M =3.06 vs. M =5.33; F(1,96) =59.48, p <.0001), and
stronger feelings of exclusion (M =5.82 vs. M=2.02;
F(1,96) =285.77, p<.0001) than recipients. These results
are consistent with Study la and provide additional support
for H1. Non-recipients also expressed lower fairness percep-
tions than recipients (M = 3.28 vs. M =4.26; F(1,96) = 12.76,
p <.01). There were no main effects of loyalty (p’s ranging
from .23 to .95).

Results also revealed significant promotional outcome x loy-
alty interactions for perceived fairness (F(1,96) =7.83, p <.01),
perceived exclusion (F(1,96)=4.57, p <.04), promotion atti-
tudes (F(1,96)=6.92, p <.02), promoter attitudes (F(1,96) =
9.53, p<.01), and patronage intent (F(1,96)=4.42, p <.04).
The plots of means for faimess and exclusion are in panels A
and B of Fig. 2, respectively. The plots of means and follow-up
contrasts for exclusion, promotion and promoter attitudes, and
patronage intent were all highly consistent with each other. The
plot for promotion attitudes is offered as an example in panel C of
Fig. 2 (see also Web Appendix C).

Referring to panel A of Fig. 2, follow-up contrasts revealed
that non-recipients had lower fairness perceptions than
recipients when loyalty was higher, as expected (M =3.07 vs.
M =4.80; F(1,96) = 18.80, p <.0001). However, contrary to an
equity-based account, there was no difference in non-
recipients’ and recipients’ fairness perceptions when loyalty
was lower M =3.50 vs. M =3.71; p=.57). Also inconsistent
with the equity perspective, highly loyal non-recipients did not
have lower fairness perceptions than low loyal non-recipi-
ents—despite having higher inputs (p =.26). Referring now
to panel B, consistent with an exclusion-based account, non-
recipients felt more excluded than recipients when loyalty was
higher (M =6.07 vs. M=1.78; F(1,96) =167.97, p <.0001)
and when it was lower M =5.57 vs. M =2.25; F(1,96) =
118.44, p <.0001). Also consistent with a social exclusion per-
spective, perceived exclusion did not differ between highly
loyal and low loyal non-recipients (p =.12). Lastly, referring
to Panel C, non-recipients had more negative promotion
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Fig. 2 Study 1b effects of promotional outcomes and loyalty. Note:
Higher values indicate higher fairness, higher exclusion, and more
positive attitudes

attitudes than recipients when loyalty was higher (M =2.65 vs.
M=5.76; F(1,96) =46.15, p <.0001) and lower (M =3.11 vs.
M=4.58; F(1,96)=12.09, p<.01), as expected. Also as ex-
pected, all non-recipients had negative promotion attitudes, re-
gardless of loyalty (p =.30). Overall, these MANOVA results
offer only mixed support for the prediction related to fairness in
H3a, and no support for the fairness prediction in H4a. By
contrast, results offer full support for the exclusion prediction
in H3b, as well as full support for all predictions on all of the
outcome variables in H3c-H3e and H4b-H4d.

Lastly, we used Hayes’ (2013) PROCESS Model 8 with
5000 bootstrap samples and 95% bias-corrected Cls to deter-
mine whether the mediating effects of perceived exclusion
shown in Study 1a are conditional on loyalty. Specifically, we
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assessed whether exclusion still mediated at each loyalty level
while allowing fairness to also serve as a simultaneous (rival)
mediator (Hayes 2013). The promotional outcome and loyalty
variables were both mean-centered. As expected, the CI sur-
rounding the negative IEs on promotion attitudes through
exclusion did not contain zero when loyalty was higher (IE =
—1.43; C1[-2.7166,—.2343]) or when it was lower IE=—1.11;
CI[-2.1541,—.1883]). This same pattern also emerged through
exclusion for promoter attitudes (IEpigne, = —1.54, CI [-2.5584,
—.5858]; IEjower = —1.20, CI [-2.0143, —.4847]) and patronage
intent (IEnigher=—1.13, CI [2.4378, —.0155]; IEjqyer=—.88,
CI [-1.8727, —.0199]). The absence of zero in these Cls indi-
cates that exclusion still served as a mediator for all outcomes
(while accounting for fairness) under conditions of both high
and low loyalty (Hayes 2013).

By contrast, the CI surrounding the negative IEs on pro-
motion attitudes through fairness did contain zero when loy-
alty was higher (IE=—-.31; CI [-.9173, .1074]) and lower
(IE=-.04; CI [-.3218, .0669]). This indicates that fairness
did not mediate the effects of promotional outcomes on pro-
motion attitudes in either loyalty condition. Results were
mixed for promoter attitudes (IEnigher=—.58, CI [-1.1822,
—.1833]; IEjqwer=—-07, CI [-.3473, .1699]) and patronage
intentions (IEnigher =—.58, CI [-1.2474, —.1539]; IEjqwer=
—.07, CI [-.3614, .1665]), revealing that fairness does not
mediate when loyalty is lower (but does when it is higher).
These findings provide full support for the mediating role of
exclusion outlined in H5a-H5c. Conversely, the mediating
role of fairness proposed in H6a was not supported, while
H6b-H6c¢ only received partial support.

Discussion

The Study 1b results reveal that all non-recipients felt highly
excluded (and all expressed similarly negative attitudes and
intentions) regardless of the strength of their relationship with
the firm. These findings rule out the notion that non-recipients
only react negatively to exclusive promotions under condi-
tions of high loyalty. Results also show that the mediating
effects of exclusion documented in Study la persisted for
every outcome regardless of (1) the inclusion of fairness as a
simultaneous rival mediator and (2) loyalty levels. Overall, the
Study 1b main effects, interaction patterns, and conditional
mediation results were all highly consistent with expectations
from an exclusion-based theoretical perspective. By contrast,
the equity-based predictions received only mixed support or
no support at all.

Moving forward with added confidence in our social exclu-
sion framework, we now seek to enhance the generalizability of
our findings in Study 2. Specifically, we aim to replicate our
Study 1a results in a field study using a different setting, firm,
offer, and sample. We also use electronic word-of-mouth to
more organically create awareness of the offer, and to better
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reflect how consumers often share sensitive promotional infor-
mation in the marketplace. Study 2 respondents were not made
aware that they were participating in a study until it was already
over in order to further enhance realism (Morales et al. 2017).

Study 2
Design, participants, and procedure

Consistent with prior marketing research on social exclusion and
exclusivity, we utilized a sample of 101 undergraduate students
(e.g., Duclos et al. 2013; Feinberg et al. 2002). Participants were
randomly assigned to receive (or not receive) an exclusive offer
from a fictitious pizza restaurant.” Approximately 61% were fe-
male, and the mean age was 22. Participants were recruited from
several of the researchers’ undergraduate marketing courses and
were compensated with course credit.

We created an email listserv at the beginning of the semes-
ter that we (the course professors) used as our primary mode
of communication with all students in the participating
courses. We had participants use the listserv extensively for
over two months for a variety of tasks (e.g., communicating
with each other, discussing local/current events, exam prep,
asking questions, job openings) in order to habituate them to
it. All listserv communications were always automatically
sent to all participants. We took these steps to enhance the
realism of the subsequent manipulation, as discussed next
(see Morales et al. 2017).

After two months had passed, we initiated the promotional
outcome manipulation on the listserv. First, we created a
“dummy” email account for a fictitious pizza restaurant (Fat
Joe’s Pizza), and used it to send a flyer and accompanying
message to our own personal email accounts (see panel A of
Web Appendix D). This email stated: “We are a new restau-
rant that will be opening in Oxford in Spring 2017. We’d
appreciate it if you could pass this flyer along to your students
to help us spread the word. In the near future, we will have
opportunities available to get your students involved in our
launch.” We were careful to ensure that this was originally
sent from the restaurant’s (dummy) email account to enhance
the authenticity of the restaurant and its communications. We
then used the listserv to forward the flyer and message (seem-
ingly originating from the restaurant) to all participants. We
did this to familiarize participants with the restaurant and,
more importantly, to introduce the possibility that some of

7 Though the restaurant and its exclusive offer were both fictitious, the student
participants were unaware that they were not real. That is, they were unaware
that they were part of an experiment until it was over and all data had already
been collected. Thus, the Study 2 findings reflect their responses to receiving
(or not) a real exclusive promotion from a real firm (from their perspective)
(see Morales et al. 2017).

them may receive communications from it in the future (i.e.,
the exclusive promotional offer).

Approximately one week later, only half of the students
were randomly selected to receive an exclusive offer from the
restaurant (see panel B of Web Appendix D). The offer was
sent only to these recipients (rather than to everyone via the
listserv) directly from the same dummy restaurant email ac-
count used earlier with this message: “When our website is
up and running, simply enter one of your 3 personalized codes
below when checking out to get a free large pizza of your
choice! (Note that you must present a valid ID when receiving
the pizza that matches the name we have on file associated with
your 3 codes). Our hope is that you’ll reply to this email with
your honest comments and feedback so that we can serve the
best pizza in town when we open (and, if not, we hope you
enjoy the free pizza)! Thanks from all of us here at Fat Joe’s!
Here are your 3 unique codes:  .” We designed this message
to reflect the conceptual traits of exclusive offers (i.e., invita-
tion-only, verifiable redemption criteria, non-transparent).

The other half of students did not receive this offer.
However, different from Studies la-1b, these non-recipients
were not directly told: (1) that the offer even existed, or (2) that
they were not selected to receive it. Instead, we more organi-
cally created awareness of the offer by posing as a student
(using a dummy student email account) and sending this mes-
sage to all participants (including non-recipients) via the list-
serv: “I just got this email from Fat Joe’s. They are offering 3
large pizzas to be a taste tester, but it looks like the codes
probably won’t work for anybody but me. I figured I’d let
everyone know anyway just in case.” We then administered
an in-class survey several days later to record the dependent
measures of interest with the same items and checks from
Studies 1a-1b (see Web Appendix B). Only after all surveys
were completed did we inform participants that the retailer and
offer were fictitious (see Morales et al. 2017). No participants
ever indicated any suspicion about the study before, or after,
the debriefing.

Results

Crosstab analysis results indicated a successful promotional
outcome manipulation: (100%) 100% of participants accurate-
ly reported (not) receiving the offer (x> = 103.00, p <.0001).

MANOVA results again revealed that non-recipients
expressed more negative promotion attitudes (M =4.38 vs.
M =5.56; F(1,99) =23.20, p <.0001) and promoter attitudes
M=4.27vs. M=5.33;F(1,99)=19.13, p <.0001), lower pa-
tronage intent (M =3.92 vs. M =5.05; F(1,99)=11.79, p
<.001), and higher feelings of exclusion M =5.24 vs. M =
2.26; (F(1,99)=99.44, p <.0001) than recipients. These re-
sults are consistent with Studies 1a-1b and offer additional
support for H1.

@ Springer
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We then used Hayes’ (2013) PROCESS Model 4 with
5000 bootstrap samples and more conservative 99% bias-
corrected Cls to test the mediating role of exclusion. Results
revealed that exclusion again mediated the negative IE of pro-
motional outcomes on participants’ promotion attitudes (IE =
—1.04; CI[-1.9048, —.3618]), promoter attitudes (IE =—1.30;
CI [-2.0573, —.7110]), and patronage intentions (IE =—.89;
CI [-1.8782, —.0823]) (i.e., the CIs did not contain zero;
Hayes 2013; Zhao et al. 2010). These results offer additional
support for H2.

Discussion

Study 2 successfully replicated our Study 1a findings in a new
(offline) experimental setting. We did so using a subtler, more
realistic manipulation that more closely aligned with how non-
recipients often become aware of exclusive promotions in the
“real world.” We also further clarified exclusion as the mech-
anism underlying the observed effects through more rigorous
mediation analyses. Overall, the Study 2 results provide addi-
tional support for H1 and H2 using a different firm (restau-
rant), setting (offline) and sample (students).

We took many steps to ensure that Study 2 was as realistic
as possible from the participants’ perspective (i.e., they were
never aware that the firm or promotion were fictional until
data collection had concluded) (see Morales et al. 2017).
Thus, we expect that their responses would largely align with
customers’ responses to a “real” offer from a “real” firm. Still,
the use of a fictitious retailer and offer potentially limit the
generalizability of the Study 2 findings. We therefore offer a
complementary field study (Study 3) in which adult customers
of an existing firm either received (or did not receive) a real,
redeemable exclusive offer. We also assessed their purchase
behavior to further enhance external validity. Consistent with
the reviewed literature and our Study 1a-2 findings, we expect
customers’ perceived exclusion to underlie the effects of their
promotional outcomes on their purchase behavior.

Study 3
Design, participants, and procedure

The sample consisted of 83 adult customers of a popular on-
line children’s clothing company. The firm is a high-end spe-
cialty retailer that primarily targets mothers of young children.
Customers were randomly assigned to one of two conditions:
they received (or did not receive) a real, redeemable exclusive
offer. All participants were female, the mean age was 37, and
median income was $80,000-$89,999.

The clothing firm does not sell directly to consumers; rath-
er, it uses a network of sales representatives (reps) referred to
as “trunk keepers” who take orders from customers. After
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debriefing a rep about the aim of the study, she allowed us
to draw our sample from her existing customer base.® We
hired a professional graphic designer to create the exclusive
promotional offer to ensure it closely matched the style the
firm consistently uses in its promotions (see Web Appendix
E). The rep’s customers were then randomly assigned to either
receive (or not) this redeemable offer (i.e., $20 off any order
placed through the rep). Consistent with the firm’s normal
communication procedures, recipients received this offer via
email from the same online email marketing system used by
the firm. Thus, from the customers’ perspective, they received
(or did not receive) a real exclusive offer directly from the firm
that could be acted upon during the promotional period
(Morales et al. 2017).°

Company reps regularly use group forums (such as
Facebook groups) to update their customers with rele-
vant company information, answer questions, facilitate
discussion, and ultimately take their orders. The rep
we worked with communicates with her customers al-
most exclusively via her Facebook group. Since all par-
ticipants were already members of this group, the rep
made a post in the group (viewable by all customers)
indicating that the firm had emailed an offer to some
customers and that the promotional period would begin
soon. This served to create awareness of the offer
among non-recipients who had not been sent the offer
(the rep regularly posts information about promotions
initiated by the company, so making this post was nor-
mal practice from the participants’ perspective). She
then took orders from customers as she normally as in
the past. All customers could place an order as usual,
regardless of condition.

After the four-day promotional period concluded, and
all purchase data had been recorded by the rep, she
made another post in the Facebook group asking cus-
tomers to take an academic survey about their
“experiences with the clothing company” in exchange
for payment from researchers at the local university.
The offer was never referenced in the post. Ultimately,
83 adult customers completed the survey (41% response
rate). We combined their responses with their purchase
data from the promotional period (given to us by the
rep and described below). This allowed us to determine

& While we had permission to manipulate customers’ outcomes, we did not
receive any assistance from the company, itself, to do so (e.g., we had to decide
what the offer would be and look like, how to distribute and create awareness
about it). Thus, we worked closely with the rep within the confines of the
resources she had access to in order to ensure this field experiment was as
realistic as possible based on Morales et al.’s (2017) criteria.

° The company, rather than the reps, typically makes all promotional/pricing
decisions (e.g., which customers receive an exclusive offer). The company
extends any offer to customers via email, and then informs reps which of their
customers are eligible for it (if exclusive). Reps verify this eligibility when
customers place their orders.
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if their felt exclusion mediated the effects of their pro-
motional outcomes on their actual purchase behavior.
Participants were debriefed about the study only after
all survey data had been collected (Morales et al.
2017). No participants indicated suspicion about the
study or offer before, or after, debriefing.

Our dependent measures of interest were whether surveyed
participants made a purchase during the promotional period
(0=no, 1 =yes) (Chandon et al. 2005), as well as the amount
they spent during that period (total amounts ranged from $0 to
$93.37 and reflect the $20 exclusive discount, where applica-
ble; all recipients who made a purchase redeemed the dis-
count). We refer to these outcomes as purchase incidence
and spending amount, respectively. We also assessed their
perceived exclusion from the firm using the same items from
Studies 1a-2 (see Web Appendix B).

Results

Logistic regression results indicated a significant main effect
of promotional outcomes on purchase incidence (b=-2.51,
SE =.52, p<.0001), such that non-recipients were signifi-
cantly less likely to make a purchase during the promotional
period than recipients. More specifically, only 7.55% of non-
recipients made a purchase during the promotional window,
whereas a significantly higher proportion of recipients made a
purchase (46.67%) (z=4.15, p <.0001).

ANOVA results also indicated a significant main effect of
promotional outcomes on customers’ spending amounts
(F(1,81)=23.32, p <.0001)."° Specifically, across all respon-
dents, non-recipients’ average spending amounts (M = $1.86)
were significantly lower during the promotional period than
recipients’ average spending amounts (M= $23.16).
Comparing only those customers who actually made a pur-
chase during the promotional period, results further reveal that
non-recipients’ average spending amounts (M = $24.58) were
significantly lower than recipients’ average spending amounts
(M =$49.62) (p <.05). Said differently, non-recipients who
made a purchase spent 50.46% less, on average, than did
recipients who made a purchase.

Also, consistent with our prior findings, non-recipients
again expressed stronger feelings of exclusion from the firm
than did recipients (M = 5.73 vs. M =3.36; F(1,81) =40.60, p
<.0001). This provides additional support for H1. We
assessed whether these feelings of exclusion mediated the
effects of respondents’ promotional outcomes using
PROCESS Model 4 with 5000 bootstrap samples and 95%
bias-corrected ClIs (Hayes 2013). Results revealed that the
CIs surrounding the negative IEs of promotional outcomes
on purchase incidence (IE=-1.34; CI [-3.1771, —.2972])

10 This reflects all respondents’ spending levels; if a respondent did not make a
purchase, his/her spending amount was $0.

and spending amounts (IE =-6.29; CI [-12.9272, —1.0368])
did not contain zero, indicating that perceived exclusion again
served as a mediator (Hayes 2013)."

Discussion

Study 3 was a field experiment that assessed real customers’
responses to an actual exclusive offer from a real retailer. It
extends our prior results by documenting effects on two key
behavioral outcomes: purchase incidence and spending
amount. Results show that non-recipients were less likely to
make purchases, and spent less with the firm on average, than
did recipients during the promotional period. Importantly,
these effects emerged (1) after accounting for the $20 discount
redeemed by all recipients who made a purchase and (2) de-
spite the fact that all customers could make purchases of any
amount during that time. Consistent with our prior studies,
perceived exclusion was shown to account for these effects.
Overall, Study 3 provides more support for our theoretical
framework and enhances the external validity of our findings.

Our results to this point collectively suggest that firms may
be able to mitigate non-recipients’ negative reactions by tak-
ing steps to decrease their feelings of exclusion. Doing so
should in turn positively affect their attitudes and behavioral
intentions. Thus, the purpose of Study 4 is to test a strategy
that managers can use to potentially reduce perceived exclu-
sion among non-recipients (importantly, without eliminating
the use of exclusivity).

Study 4
Mitigating the exclusion effect

When consumers experience a negative event or outcome,
they often question why it occurred (Bolton et al. 2003;
Folkes 1988). They also seek ways to attenuate their felt ex-
clusion in order to satisfy their fundamental need for belong-
ingness (Mead et al. 2011; Baumeister and Leary 1995). To
this end, prior research indicates that friendly interactions may
reduce aggression from excluded individuals (Twenge et al.
2007). This suggests that firms can possibly restore non-recip-
ients’ felt inclusion by initiating an interaction to explain how
their promotional outcomes were decided (c.f., Gelbrich 2010;
Harmeling et al. 2015).

However, the efficacy of such an explanation likely de-
pends on how it affects non-recipients’ causal attributions

' We also measured respondents’ promotion attitudes, promoter attitudes, and
patronage intentions with the same items used in prior studies. Consistent with
Studies 1a-2, results again revealed the same significant main effects of pro-
motional outcomes on all three dependent measures, and exclusion again
mediated all of these effects. These results are available from the authors upon
request.
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about their negative outcomes (Grewal et al. 2004; Wagner et
al. 2009). Locus of causality (LOC) refers to an individual’s
perception of where the responsibility for an event rests (i.e.,
internal to the individual or external) (Weiner 1992). In this
research, an internal locus suggests that the non-recipient is
responsible for his/her own negative outcome, whereas an
external locus suggests responsibility lies with an outside en-
tity (e.g., the firm). Firms can likely modify non-recipients’
LOC (internal vs. external) by using explanations to control
the amount and type of information made available to them
(Wagner et al. 2009). The LOC that non-recipients infer from
the explanation should affect their felt exclusion, and in turn,
their attitudes and intentions.

In support of this proposition, prior research suggests
that individuals tend to claim credit for positive out-
comes, but deny responsibility and assign blame to
others for negative outcomes (in the absence of infor-
mation that suggests otherwise) (Clark and Isen 1982;
Miller and Ross 1975). This self-serving bias should
lead non-recipients to externally attribute their negative
outcomes to the firm, and react negatively toward it in
the absence of an explanation (Folkes 1988). Similarly,
an explanation which suggests that the firm is (indeed)
to blame for non-recipients’ outcomes should do little to
attenuate their belief that it is excluding them (e.g., the
firm extended an offer only to senior citizens, making
the non-recipient ineligible).

Prior research on relational devaluation suggests that firms
must instead provide an explanation that effectively shifts re-
sponsibility for the outcome away from the firm to the non-
recipient (e.g., informing non-recipients that they were not
selected because they chose to not fulfill the firm’s request
to complete a survey) (Leary et al. 1998; Leary and
McDonald 2003). Eliciting an internal LOC should improve
non-recipients’ attitudes and intentions relative to when a firm
elicits an external LOC or does nothing at all—a result likely
driven by the excluded party acknowledging responsibility for
the promotional outcome (Leary et al. 1998; Wagner et al.
2009). More formally, we predict the following:

H7: Perceived locus of causality and perceived exclusion will
sequentially mediate the effect of providing an explana-
tion about a promotional outcome on non-recipients’ pro-
motion attitudes, promoter attitudes, and patronage
intentions.

Providing an explanation that places the responsibility for
the outcome on the non-recipient will have a favorable effect
compared to providing (a) an explanation that places respon-
sibility on the firm, or (b) no explanation at all.

However, providing an explanation that places responsibil-
ity on the firm will have no effect compared to providing (c)
no explanation at all.

@ Springer

Design, participants, and procedure

The main purpose of Study 4 was to test H7. Thus, all respon-
dents were designated as non-recipients and randomly
assigned to one of three conditions: firm provides explanation
with responsibility infernal to non-recipient vs. firm provides
explanation with responsibility external to non-recipient vs.
firm does not provide an explanation at all (control). The 165
adult respondents for this online study were recruited through
MTurk; 61% were female, the mean age was 34, and the
median income was $50,000-$59,999.

The offer was extended by a clothing retailer and was very
similar to that used in Studies la-1b (see Web Appendix A).
After learning their promotional outcomes, respondents in the
internal attribution condition were given a statement from the
firm explaining that they did not receive the offer because only
those who signed up for its email list were eligible, and they
had failed to do so. Those in the external attribution condition
were told by the firm that it decided to extend the offer only to
new customers, and they did not qualify since they were not
new customers. Those in the control did not receive an expla-
nation (consistent with our prior studies).

The same measures from Studies 1a-2 were used again (see
Web Appendix B). Perceived locus of causality was measured
with “My promotional outcome was” (1 =caused by the
retailer/ 7 = caused by me) and “My promotional outcome
was due to” (1 =the retailer’s behavior/7 =my behavior)
(r=.84, p<.0001; modified from Wagner et al. 2009). As a
manipulation check, respondents indicated whether the offer
was given only to (1) customers who signed up for the re-
tailer’s email list, (2) new customers, or (3) they did not re-
ceive an explanation.

Results

Crosstab results revealed that 96% of respondents in each of
the three conditions accurately recalled their assigned condi-
tion (x> =301.54, p<.0001). This indicates a successful
manipulation.

ANOVA results revealed a main effect of the explanation
manipulation on perceived locus of causality (F(2,162)=
25.10; p <.0001). Contrasts show that non-recipients viewed
the retailer (themselves) as more responsible for their out-
comes in the external and internal conditions, respectively
M =2.89 vs. M=4.94; p<.0001). There was no difference
between the external attribution and no explanation conditions
M=2.89 vs. M=2.69; p=.57). This suggests that non-
recipients attribute their outcomes more strongly to the firm
than to themselves in the absence of an explanation. These
results reflect the pattern of mediation effects proposed in H7.

We next used PROCESS Model 6 with 5000 bootstrap
samples and 95% bias-corrected Cls to test the serial media-
tion outlined in H7 (Hayes 2013). We dummy coded each
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condition of the multi-categorical explanation variable, and
entered the dummy code that corresponded with the condition
that was not used in a given analysis as a covariate (Hayes
2013; Hayes and Preacher 2014). We entered perceived locus
of causality and perceived exclusion as the first and second
serial mediators, respectively. As expected, comparisons of
the internal attribution condition to the external attribution
condition revealed a significant positive IE through the
“explanation=dperceived locus of causality=>perceived
exclusion=>promotion attitudes” serial mediation path
(IE=.0521, CI [.0102, .1472])) (i.e., the CI did not contain
zero; Hayes 2013). That is, an explanation which shifted the
perceived responsibility to the customer indirectly led to more
positive attitudes (compared to an explanation that attributed
responsibility to the firm). Similar results emerged for promot-
er attitudes (IE =.0582, CI [.0101, .1482]) and patronage in-
tent (IE=.0621, CI [.0094, .1769]). These results support
H7a. Next, comparisons of the internal attribution and no
explanation conditions revealed a significant positive IE of
the internal attribution explanation through the same path on
promotion attitudes (IE =.0572, CI [.0102, .1556]), promoter
attitudes (IE =.0639, CI [.0108, .1591]), and patronage intent
(IE =.0683, CI [.0106, .1882]). These results support H7b.
Lastly, we assessed if the external attribution explanation min-
imized the negative effects of unfavorable outcomes relative
to the no explanation control. As expected, it did not have a
significant IE on promotion attitudes (IE =.0051, CI [-.0083,
.0387]), promoter attitudes (IE =.0057, CI [-.0103, .0403]),
or patronage intent (IE=.0061, CI [-.0106, .0485]). Thus,
H7c is supported.

Discussion

Study 4 provided a controlled test of several types of expla-
nations that firms can extend to non-recipients about their
promotional outcomes. This approach reflects firms’ autono-
my regarding how transparent they want to be about their
exclusive promotions (i.e., they can choose to provide an ex-
planation or not). Our findings suggest that firms can attenuate
non-recipients’ feelings of exclusion (and, in turn, their nega-
tive attitudes and behavioral intentions) by explaining their
promotional outcomes in a way that shifts responsibility away
from the firm to the customer. However, an explanation that
fails to elicit an internal locus of control likely provides little to
no benefit beyond not extending an explanation at all.

We now build on this in our final study by assessing an-
other strategy that additionally acknowledges the non-
contractual nature of exclusive promotions. Recall that firms
ultimately decide which customers can act upon exclusive
offers (and under what conditions); thus, they can allow any
non-recipient to retroactively qualify for a given offer by sat-
isfying the qualification criteria outlined in his/her promotion-
al outcome explanation. For example, a hotel can explain that

anon-recipient did not qualify because he/she only stayed 9 of
the required 10 nights last month. The hotel may then allow
this customer to become eligible for the offer if he/she books a
10th night in the next week.'? Extending this opportunity may
further attenuate non-recipients’ felt exclusion (and thus their
negative responses), and simultaneously encourage them to
engage in profitable behaviors dictated by the firm. We exam-
ine in Study 5 whether providing such self-correction oppor-
tunities has positive incremental effects beyond offering only
the internal LOC explanation shown to be most effective in
Study 4. We also assess if non-recipients’ awareness of who
initially received an offer (i.e., their social distance from re-
cipients) impacts the efficacy of these self-correction opportu-
nities. We outline our expectations below.

Study 5

Opportunities for self-correction and social distance
from the recipient group

Exclusion can elicit a strong desire to regain one’s sense of
belonging, and prompt increased efforts toward restorative
behaviors (Maner et al. 2007; Chester et al. 2016). Of partic-
ular relevance here, excluded individuals have been shown to
make efforts to reconnect with the source of their exclusion
(e.g., Chester et al. 2016; DeWall and Richman 2011).
However, these restoration attempts and positive responses
are only likely to emerge when social reconnection is a real
possibility (Maner et al. 2007; DeWall and Richman 2011;
Wan et al. 2016)."* Giving non-recipients self-correction op-
portunities makes this reconnection possible. Therefore, based
on the reviewed literature and our prior findings, we expect
that offering a self-correction opportunity will restore non-
recipients’ feelings of inclusion. This should in turn lead to
more positive responses toward the firm.

However, we expect these positive reactions to depend on
non-recipients’ social distance from the original recipient
group. Social distance refers to the perceived similarity/
distinctness between oneself and a social target, such that sim-
ilar others are perceived as socially closer than dissimilar
others (e.g., close friends vs. distant strangers) (Bar-Anan et
al. 2006). In our context, social distance refers to how similar
the original recipients are to the non-recipient (i.e., are they
close friends of the non-recipient or distant strangers?)
(Liviatan et al. 2008; Bar-Anan et al. 2006). Prior research
shows that exclusion heightens group identities, leading ex-
cluded individuals to place increased value and importance on

12 We refer to this “second chance” as the self-correction opportunity, and the
criteria as the self-correcting behavior.

13 In line with this research, the firm has not been a realistic source of recon-
nection for non-recipients to this point in our studies (i.e., the ability to self-
correct was absent), so we observed the predicted negative behaviors toward it.
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their existing relationships and in-groups (e.g., close friends)
(Knowles and Gardner 2008). Relatedly, consumers often fa-
vorably evaluate brands and products that are identity-relevant
(Bolton and Reed 2004; Reed 2004), and have been shown to
make purchases that symbolize their group membership in
response to exclusion (Mead et al. 2011).

Thus, the extent to which self-correction opportunities restore
inclusion and result in more positive attitudes and intentions
should depend on non-recipients’ social distance from the recip-
ient group. Specifically, this mediating effect should be relatively
stronger when non-recipients more strongly identify with the
recipients (i.e., when recipients are close friends vs. distant
strangers). More formally, we hypothesize the following:

HS: Providing a self-correction opportunity will lead to (a)
weaker feelings of exclusion, (b) higher intentions to per-
form the self-correcting behavior, (c) more positive pro-
motion attitudes, (d) more positive promoter attitudes,
and (e) higher patronage intentions compared to only
providing an explanation.

H9: Perceived exclusion will mediate the effect of providing a
self-correction opportunity on (a) intentions to perform
the self-correcting behavior, (b) promotion attitudes, (c)
promoter attitudes, and (d) patronage intentions. These
positive indirect effects will be relatively more pro-
nounced when non-recipients’ social distance from the
recipient group is proximal, rather than distal.

Design, participants, and procedure

The purpose of Study 5 was to test H8-HO. It utilized a 2 (self-
correction opportunity: present vs. absent) x 2 (social distance
from recipient group: proximal vs. distal) between-subjects
design. We recruited 193 adult respondents from Mturk;
53% were female, the mean age was 35, and the median in-
come was $50,000 to $59,999.

Consistent with Study 4, all respondents were again non-
recipients. To manipulate social distance from the recipient
group, respondents in the proximal (distal) condition were
asked to imagine they were at a social event and overheard
that some close friends (strangers) received an email from a
local retailer inviting them to an exclusive promotional event
(c.f.,, Bar-Anan et al. 2006). All respondents then evaluated the
same promotion used in Study 4. After learning of their pro-
motional outcomes, all respondents received the same expla-
nation from the firm: Only customers who used the retailer’s
“buy online, pick up in-store” service five times or more last
month were eligible, and they had not met this criterion. When
the self-correction opportunity was absent, respondents saw
only this explanation (consistent with Study 4). When the self-
correction opportunity was present, respondents were addi-
tionally told after the explanation that they had used the “buy
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online, pick up in-store” service four times last month, and
that the retailer would still extend the offer to them if they used
the service once more in the next three days. All respondents
then answered the dependent measures.

The same measures from Studies 1a-4 were used (see Web
Appendix B). Drawing from our patronage intentions mea-
sure, we also assessed intent to perform the self-correcting
behavior with “How likely are you to place an order online
with this retailer and pick it up in-store within the next 3
days?” (1 =not at all likely/7 =very likely). The social dis-
tance manipulation was assessed with “I overheard that  re-
ceived the exclusive sales promotion” (1 =a few distant
strangers/7 =a few close friends). Relatedly, we assessed re-
cipient group identification with “To what extent do you iden-
tify with other consumers who received this exclusive
promotion?” and “How much do you relate to other con-
sumers who received this exclusive promotion?” (1 =not at
all/7 = very strongly) (modified from Barone and Roy 2010b;
r=.87, p<.001). The self-correction manipulation was
assessed with “I was given the opportunity to attend the event
by placing an online order and picking up in-store in the next 3
days” (1 = strongly disagree/7 = strongly agree).

Results

ANOVA results confirmed successful manipulations of the
self-correction opportunity (Mpresent = 6.66 Vs. Mapsent =
1.54; F(1,191)=716.47, p<.0001) and social distance
(Miriends = 5.23 vS. Mgyrangers = 2.55; F(1,191)=106.11, p
<.0001). Also as expected, non-recipients identified more
strongly with the recipient group when it consisted of friends
rather than strangers (Mgriends =4.86 VS. Mgrangers = 2.97;
F(1,191)=225.85, p <.0001).

Compared to those not given the self-correction opportuni-
ty, non-recipients who were given the opportunity expressed
lower felt exclusion M =4.49 vs. M=5.93; F(1,189)=44.11,
p <.0001), more positive promotion attitudes (M =3.65 vs.
M=2.92; F(1,189)=8.83, p<.01) and promoter attitudes
(M =3.67 vs. M=3.06; F(1,189)=6.73, p=.01), higher pa-
tronage intent (M =4.02 vs. M=3.31; F(1,189)=7.12, p
<.001), and higher intent to perform the self-correcting be-
havior (M =3.58 vs. M=2.73; F(1,189)=8.66, p <.001)."*
Thus, H8 is fully supported.

Results also revealed significant self-correction opportuni-
ty X social distance interactions for perceived exclusion
(F(1,189)=16.47, p<.0001), promotion attitudes
(F(1,189)=10.76, p <.001), promoter attitudes (F(1,189)=
16.30, p <.0001), patronage intent (F(1,189)=4.14, p <.05),

14 Importantly, all respondents had the option to perform the self-correcting
behavior, regardless of condition (i.e., they could all order online and pick up
in-store in the next three days if they desired). However, doing so only made
them eligible for the promotion when the opportunity to self-correct was
present/given by the retailer.
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and self-correcting intent (F(1,189)=12.63, p<.0001). The
plot of means for perceived exclusion is offered as an example
in Fig. 3 (see Web Appendix F for all other plots). As shown in
Fig. 3, providing the self-correction opportunity significantly
reduced feelings of exclusion when the recipients were close
friends (M =3.76 vs. M=6.09; F(1,189)=56.77, p <.0001),
and marginally reduced felt exclusion when recipients were
distant strangers (M =5.22 vs. M =5.78; F(1,189)=3.37,
p =.068). Further, the opportunity more effectively reduced
exclusion when the recipients were friends rather than
strangers (F(1,189)=21.00, p <.0001), while those not given
the opportunity felt equally excluded regardless of social dis-
tance (F(1,189)=1.08, p=.30). These results collectively
suggest that the mediating effects of exclusion should be rel-
atively stronger when the recipient group consists of friends
rather than strangers.

To test the proposition above (and as outlined in H9), we
used Hayes’ (2013) PROCESS Model 8 with 5000 bootstrap
samples and 95% bias-corrected Cls, and mean-centered the
self-correction and social distance variables. The Cls sur-
rounding the positive IEs of the self-correction opportunity
on promotion attitudes did not contain zero when the recipi-
ents were strangers (IE =.36; CI [.0285, .7308]) or friends
(IE=1.51; CI[1.0059, 2.0679]). Similar results emerged for
promoter attitudes (IEgyangers=.37, CI [.0330, .7260];
IEfienas = 1.55, CI [1.0751, 2.0529]), patronage intent
(IEsgrangers = -33, CI [.0217, .6771]; 1Egienas = 1.37, C1[.8700,
1.9137]), and self-correcting intent (IEgyangers = .30, C1[.0263,
.6276]; IEgiengs = 1.25, CI[.7950, 1.7989]). Further, the index
of moderated mediation (a comparison of the two IEs on a
dependent measure) did not contain zero for promotion atti-
tudes (IE = 1.14; CI [.5951, 1.7396]), promoter attitudes (IE =
1.17; CI [.6089, 1.7583]), patronage intent (IE =1.04; CI
[.5439, 1.6069]), or self-correcting intent (IE =.95; CI
[.4823, 1.4903]). These results indicate that the self-
correction opportunity had a significantly stronger positive
impact (through exclusion) on all dependent measures when
recipients were friends compared to strangers (Hayes 2013).'
Thus, H9 is fully supported.

General discussion

Many firms have traditionally adhered to the philosophy that
higher priority customers should be treated “better” than other
(lower priority) customers. Exclusive promotions have
emerged as an increasingly popular way for firms to provide

15 As in Study 1b, we again conducted supplementary tests of conditional
simultaneous mediation in which exclusion and fairness could both account
for the IEs reported in Study 5. Consistent with the Study 1b results, exclusion
still served as a mediator for every dependent measure in both social distance
conditions, regardless of the inclusion of fairness as a rival mediator. Thus, our
Study 5 results and conclusions remain the same.

Perceived Exclusion
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Fig. 3 Study 5 effects of self-correction opportunities and recipient
group social distance. Note: Higher values indicate higher perceived
exclusion

such preferential treatment (see Table 2 for an overview).
However, little is known about the efficacy of exclusive pro-
motions in practice or in the extant literature (Barone and Roy
2010a, b). Further, most research on promotions and prefer-
ential treatment has only focused on the positive responses of
targeted customers (i.e., recipients) (see Table 1 for key
exceptions). Thus, we attempted to better understand how
consumers react to exclusive promotions—particularly from
the understudied perspective of untargeted customers (i.e.,
non-recipients) who may respond negatively.

We showed in Study la that non-recipients have negative
attitudes toward exclusive promotions, as well as negative
attitudes and lower patronage intentions toward firms that uti-
lize them (reactions that we collectively refer to here as the
“exclusion effect”). We also identified perceived exclusion as
the mechanism underlying these responses. In Study 1b, we
examined firm loyalty as a possible moderator to rule out the
notion that the exclusion effect only emerges under conditions
of high loyalty. We then enhanced the generalizability of our
work in two field studies: Study 2 replicated the Study la
findings in an offline setting that more closely reflected how
consumers often exchange promotional information in the
marketplace. Study 3 built on this by assessing consumers’
purchasing behavior in response to a real exclusive offer from
an established firm. Lastly, Studies 4 and 5 identified strate-
gies that firms can use to mitigate non-recipients’ felt exclu-
sion, and thus, their negative responses (see Fig. 1 for an
overview).

Theoretical contributions
To our knowledge, the present research represents the first

effort to conceptually define exclusive promotions and to out-
line how they differ from other customer prioritization tools
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(i.e., highly targeted promotions and loyalty programs). In
doing so, we addressed the expressed need to better under-
stand how exclusivity effects operate (Barone and Roy
2010b). We also documented the negative impact of these
unique promotions on untargeted customers, enabling us to
document key cross-customer effects that broaden the extant
literature on preferential treatment and promotions (c.f.,
Henderson et al. 2011).

Next, we used a social exclusion framework to further dis-
tinguish our research from most of the existing literature that
has traditionally utilized other frameworks (e.g., equity theo-
ry) (Lee and Shrum 2012; Mead et al. 2011). Our findings
demonstrate that exclusion is a critical psychological (non-
financial) aspect of the exchange process that connects firms’
use of exclusive promotions with critical customer outcomes
(purchasing behavior, attitudes, patronage intent). We further
demonstrated that the mediating role of exclusion persisted
even in the presence of a rival mediator (fairness), thus adding
confidence to our overall findings. This approach reflected the
notion that consumer awareness of exclusionary practices is a
pervasive social element that must be better accounted for
(Jiang et al. 2013).

Finally, we identified multiple ways to attenuate the docu-
mented exclusion effect. We first showed that giving non-
recipients an explanation about their outcomes reduces their
feelings of exclusion and negative responses—but only when
such an explanation elicits an internal locus of causality within
the consumer. We then demonstrated that providing self-
correction opportunities can mitigate the exclusion effect even
further. This strategy acknowledges that exclusion is not al-
ways final with regard to consumers’ promotional outcomes,
and differentiates our work from most prior social exclusion
research that only examined exclusion when reconnection was
not possible (and thus only found negative effects) (Derfler-
Rozin et al. 2010). We further showed this attenuation was
more pronounced when non-recipients’ social distance from
the recipient group was proximal (rather than distal). This
contributes to our limited knowledge of how social identifica-
tion affects consumers’ responses to promotions (Winterich
and Barone 2011), and adds to the literature on compensatory
consumption behavior following exclusion (Mead et al. 2011;
Lee and Shrum 2012; Wan et al. 2014).

Implications for marketers

Despite firms’ best efforts, the use of exclusive promotions
may have unintended negative consequences. However, the
flexibility of exclusive promotions allows firms to decide
which customers to select for such promotions (and why).
Firms can also choose how transparent they want to be about
these decisions, which enables them to modify non-recipients’
causal attributions about their promotional outcomes (Wagner
et al. 2009). To this end, our results suggest that firms should
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select eligibility criteria for exclusive offers that consumers
have some control over (e.g., spending amounts, purchase
frequency). Doing so should lead non-recipients to internally
attribute their outcomes to themselves (rather than externally
to the firm), and ultimately lead to more positive responses
toward the firm.

Allowing non-recipients to also retroactively qualify for an
offer can further incrementally attenuate the exclusion effect.
For example, firms often extend deadlines to give customers a
“second chance” to perform a dictated behavior (e.g., making
a purchase, renewing a contract) in order to receive a particu-
lar benefit. In online settings, firms often email discounts to
shoppers who abandon their shopping carts to entice them to
return to the website and complete their order. Firms can vol-
untarily extend such opportunities to select non-recipients (for
any reason) due to the non-contractual nature of exclusive
promotions. Notably, our findings suggest that firms can ben-
efit from the mere gesture of providing such opportunities
(regardless of whether non-recipients ultimately act on it).
However, when non-recipients do act upon the opportunity,
firms should reap additional, more immediate benefits from
the self-correcting behavior, itself (e.g., gaining another sale).
Satisfying this desired criteria also makes lower priority cus-
tomers more valuable, thereby increasing the overall efficacy
of firms’ promotional and CRM strategies. More research that
examines other types of self-correcting behaviors across dif-
ferent consumer segments is certainly warranted.

Relatedly, our findings also suggest that providing self-
correction opportunities should be more effective when non-
recipients highly identify with the recipient group. Thus, firms
should consider targeting non-recipients that share characteris-
tics with the original recipients (similar age, ethnicity, profes-
sion) (Liviatan et al. 2008; Barone and Roy 2010b). Firms may
purposefully choose to make targeted non-recipients aware of
these existing similarities in the explanations they provide (e.g.,
“We extended the offer to teachers who signed up for our email
list”). Firms may also consider extending exclusive offers to
recipient segments that have highly identifiable/recognizable
traits (e.g., students, senior citizens, Veterans).16

Limitations and future research

The current research has several limitations that offer poten-
tially fruitful future research opportunities. First, we under-
took a customer-centric approach and did not explicitly con-
sider exclusive promotions from the firm’s perspective. Since
every firm’s strategies and resources are different, each firm
must consider whether, and to what extent, to manage non-

16 Firms should arguably select recipients first and foremost based on metrics
they deem most important. The potential for improving the efficacy of self-
correction opportunities should be viewed as a secondary (“bonus”) benefit
that may or may not emerge based on firms’ initial priorities and strategies.
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recipients. Future research should examine factors that affect
the profitability and feasibility of doing so (e.g., firm age,
industry). More research that identifies which non-recipients
to manage is also highly warranted, as not all non-recipients
are worth the associated costs (Mende et al. 2015).

Next, we identified two managerial strategies that may at-
tenuate the exclusion effect to an extent. However, we only
examined one self-correcting behavior among a select group
of non-recipients in an online setting. Field studies should
assess the impact of different types of explanations and self-
correction opportunities across different non-recipient seg-
ment, as well as other factors that may impact their efficacy
(e.g., whether firms extend them proactively or reactively).
Mitigating chronic exclusion may require alternative ap-
proaches. Consumer reactions to firms’ attempts to be non-
transparent about their promotions should also be assessed.

Next, our findings provide strong, consistent support for
the notion that social exclusion is a primary driver of non-
recipients’ negative reactions to exclusive promotions.
However, it is likely that exclusivity can evoke other emotions
that can further incrementally explain these effects (beyond
exclusion). Examining additional moderating influences pro-
vides opportunities to identify situations in which other mech-
anisms (e.g., fairness) may be more or less relevant. For ex-
ample, we did not explicitly manipulate from whom non-
recipients learned about exclusive promotions (e.g., the firm
vs. media vs. other customers) or the manner in which they
were told about their promotional outcomes (e.g., rejected vs.
ignored vs. ostracized). Future research should assess if non-
recipients’ negative reactions vary according to these factors.

Also, while the student and female samples in Studies 2
and 3 reflected the primary target markets of the firms in those
experiments, our use of such samples and fictional retailers/
offers may limit the external validity of our findings. Larger,
more diverse samples would be preferable in future research.
Lastly, it should be noted that not all non-recipients will be
aware that they did not receive an exclusive offer, and the
extent to which their negative reactions emerge in the market-
place likely varies based on their awareness levels (though
awareness will likely only increase as technological advance-
ments make deal seeking and sharing easier). Overall, a vari-
ety of unexplored issues surround exclusive promotions that
offer meaningful research opportunities.
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