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Abstract

Purpose — This study aims to examine the moderating effects of gender, income, age, customer
involvement and length of the relationship on the customer satisfaction (CS)-customer loyalty (CL)
relationship in a contractual service context. CL is assessed using customer repurchase intention (RI)
and repurchase behavior (RB).

Design/methodology/approach — Using a postal mail survey, the authors measure the CS, RI
involvement and socio-demographic characteristics of customers who use a credit card. RB is
measured by the number of transactions and the corresponding amount spent by clients, based on data
provided by the company. The proposed hypotheses are tested using random sampling and
hierarchical regressions.

Findings — The significant moderators are different depending on the CL measure used. When RI is
utilized, the gender and age of the client have a positive effect on the CS-CL relationship. However,
when RB is assessed using the number of transactions made by the credit card’s owner, the length of
the relationship becomes the significant moderator.

Research limitations/implications — The study is limited to a single firm, from one industry
sector, but provides future researchers a multitude of replication opportunities.

Practical implications — Demographic and relational variables are important in explaining the
CS-CL relationship. Customer relationship strategies have positive results. RB is preferred to RI when
evaluating and explaining CL.

Originality/value — The assessment of customer and relational characteristics as moderating
variables in the CS-CL relationship, and comparing different measures of CL in a contractual service
adds value to this research.

Keywords Customer satisfaction, Customer loyalty, Repurchase intention, Repurchase behaviour,
Moderators, Services, Customer characteristics, Demographics, Credit cards

Paper type Research paper

1. Introduction

Customer loyalty is a top priority for firms in light of the fact that repeat purchase of
products and services is critical to organizational success, and firm profitability
(Hallowell, 1996; Oliver, 1997; Silvestro and Cross, 2000). For this reason, it is extremely
important to understand the antecedents of customer loyalty (CL). There is strong
empirical evidence to suggest that customer satisfaction (CS) is an antecedent of CL
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(Mittal and Kamakura, 2001; Alegre and Cladera, 2009) and that there is a positive link = © Emerald Group Publishing Limited

between these two constructs (Anderson and Mittal, 2000; Streukens and Ruyter, 2004;
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Alegre and Cladera, 2009). Many studies have also demonstrated the effect of CS on
firm profitability (e.g. Rust et al, 1995; Gomez et al., 2003), and on customer retention
and firm profitability (e.g. Heskett ef al, 1994; Anderson and Mittal, 2000), hence the
strong commitment of managers to keeping their customers satisfied.

However, some research has offered contradictory results with regard to the CS-CL
link, such as the studies by Jones and Sasser (1995) and Verhoef (2003), who found no
effect of CS on CL. Several authors attribute the observed inconsistencies and weak
values to a variety of factors. Conclusions on this relationship can differ significantly
depending on the use of different CL. measures. With repurchase intention (RI) a
positive CS-RI relationship exists (Y1 and La, 2004). This is not the case, however, for
the CS-repurchase behavior (RB) relationship (Verhoef, 2003). The type of service
analyzed, whether it is ongoing or a more transaction-based service, has an influence
on customer’s decision to maintain a service relationship, and their significance (Lemon
et al., 2002). Many studies that consider the linear nature of this link find no significant
effects (Verhoef, 2003), but non-linear models have proven to adequately represent this
relationship (Mittal and Kamakura, 2001; Fullerton and Taylor, 2002; Agustin and
Singh, 2005). These examples reveal some of the complexity of the CS-CL link.

Certain studies have attempted to take a deeper look at this relationship by
considering the extent to which other variables might have a moderating effect on the
CS-CL relationship (Homburg and Giering, 2001; Mittal and Kamakura, 2001; Verhoef
et al., 2002; Méagi, 2003; Seiders et al., 2005).

The objective of this research is to analyze the CS-CL relationship in an
ongoing/contractual service context (credit card users), considering: the effects of
several moderating variables, and different measures of CL. We studied five
moderating variables. Four customer characteristics: gender, income, age and
involvement on the part of the customer; and one relational variable, which is the
length of the relationship. CL was measured by repurchase intention (RI) and
re-purchase behavior (RB) — the number of transactions and the corresponding amount
spent. Under these circumstances, we contribute to the evaluation of the moderating
effects in this relationship considering different measures of CL. This assessment
provides a better explanation of the complex CS-CL relationship.

The study contributes to the literature in several ways. First, it enhances awareness
of the type of variables that may moderate the CS-CL relationship for a contractual
service — in this case, for credit card holders. Second, the study advances our
understanding of the CS-CL relationship, analyzing both the moderating effects and the
use of CL through self-reported and objective measures. This knowledge is important
for managers in pursuing CL objectives, and rather than merely achieving CS to attain
CL, firms should also ponder other variables that may influence the CS-CL relationship.
However, in assessing the CS-CL relationship, managers should be cautious when
choosing CL measures.

The paper is structured as follows: after the introduction, we present the literature
review, focusing on CS, CL, the CS-CL relationship and the moderating variables,
which shape the research hypotheses. The methodology and the research results are
described, and the managerial implications are discussed. We end the paper with the
assessment of limitations and future research suggestions.



2. Literature review and hypotheses definition

Business profitability and growth is a major concern for firms. To this end, retaining
customers and creating a loyal customer base is critical (Anderson and Mittal, 2000
Gupta and Zeithaml, 2006). This is why managers need to understand the CL
precursors, and why CS has been considered one of its important antecedents (Ngobo,
1999; Mittal and Kamakura, 2001; Yi and La, 2004; Olsen, 2007; Alegre and Cladera,
2009; Trasorras et al., 2009). Therefore, understanding and characterizing the CS-CL
relationship is extremely important.

2.1 Customer satisfaction

CS may be defined as “... the consumer’s fulfillment response. It is a judgment that a
product or service feature, or the product or the service itself, provided (or is providing)
a pleasurable level of consumption-related fulfillment, including levels of under or over
fulfillment” (Oliver, 1997, p. 13).

We consider CS as a global evaluation, which implies the assessment of the product
or service as a whole made by the client (Seiders et al., 2005; Olsen, 2007). In fact, when
CS is analyzed in relation to other constructs (e.g. antecedents or consequences) overall
evaluation should take preference (Mittal ef al, 1998; Colgate and Danaher, 2000;
Fullerton and Taylor, 2002; Olsen et al., 2005; Seiders et al., 2005; Keiningham et al.,
2007; Olsen, 2007).

2.2 Customer loyalty

CL has been the subject of innumerable studies over several decades. According to
Bowen and Chen (2001), it is possible to distinguish in the literature between three CL
approaches:

(1) attitudinal;
(2) behavioral; and
(3) composed.

The attitudinal approach “... uses measures of attitude to reflect the inherent
psychological and emotional bond of loyalty “(Bowen and Chen, 2001, p. 214). These
measures take into account the feelings of loyalty, fidelity and commitment, which cannot
be captured in behavioral measures. Attitudinal measures have the advantage of
understanding the development of loyalty and how it changes, and they are easier to
obtain than behavioral measures (Mittal and Kamakura, 2001; Gupta and Zeithaml, 2006).
An example of this type of measure is the RI that, despite being an attitudinal measure, is
used as a proxy of future customer buying behavior (Mittal ef al, 1998; Streukens and
Ruyter, 2004). In the second approach, the frequency of purchase (Chao, 2008), the
sequence of purchase or the likelihood of repurchase (Lichtlé and Plichon, 2008) are some
measures of buying behavior used to assess CL; a consistent purchasing behavior is seen
as an indicator of CL (Mittal and Kamakura, 2001; Seiders et al., 2005; Chao, 2008). The
third approach combines both the behavioral and attitudinal dimensions (Dick and Basu,
1994; Pritchard et al, 1999; Fullerton, 2005; Trasorras et al., 2009).

Despite a general lack of consensus on the definition of CL, there is now greater
acceptance that CL implies repeat purchase behavior and also a positive attitude
toward the firm/brand (Dick and Basu, 1994; Oliver, 1999; Chaudhuri and Holbrook,
2001). In our study, we use attitudinal (RI) and behavioral measures (RB) of CL.
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Although RI has been widely used as a proxy of RB, some authors have found that RI
1s not a good predictor of RB. Garcia and Caro (2009) suggest that although 80-95 percent
of customers manifest RI, only 60 percent were retained. This conclusion corroborates
other results (Chandon et al.,, 2005). Seiders et al. (2005) also note that RI does not describe
the complex variations that are offered by the objective RB measures. To this end, it is
important to employ different measures of CL, as occurs in this research.

In this study, CL is defined (Dick and Basu, 1994) as a consistent repeat purchase or
use resulting from the psychological attachment to the brand and situational factors,
such as marketing efforts that can cause behavioral changes.

Customer loyalty is a strategic objective for managers (Cooil et al, 2007) and is
considered an intangible strategic asset that will enhance organizational performance
(Onyeaso and Johnson, 2006). Therefore, investigating its determinants has drawn
continuous attention from researchers. Service quality (Onyeaso and Johnson, 2006; Chao,
2008), server/customer orientation (Colwell ef al., 2009) and brand commitment (Kim et al,
2008) have been studied as CL determinants. Nevertheless, CS has been one of the most
studied antecedents of CL (e.g. Seiders et al., 2005; Cooil et al., 2007; Garcia and Caro, 2009).

Thus, we formulate the following hypothesis:

HO. Customer satisfaction is an antecedent of: (a) repurchase intention; (b) the
number of transactions; and (c) the amount spent.

2.3 Relationship between customer satisfaction and customer loyalty
The importance of the CS-CL relationship has created a sizable body of research
literature (e.g. Mittal and Kamakura, 2001; Yi and La, 2004; Olsen, 2007; Alegre and
Cladera, 2009).

There are three major groups of studies on the CS-CL relationship:

(1) studies on mediation;
(2) studies on nonlinearity; and
(3) studies on moderation effects.

The first group examines the presence of a direct relationship between the two
constructs or whether an indirect relationship exists, ie. whether any or some
characteristics mediate the relationship. Some authors have found an indirect
relationship between CS and CL; expectations (Y1 and La, 2004), trust (Bloemer and
Odekerken-Schroder, 2002; Agustin and Singh, 2005) and commitment (Bloemer and
Odekerken-Schroder, 2002; Fullerton, 2005) are examples of significant mediating
variables. The second group investigates the existence of more complex relationships
(nonlinear) between CS and CL. This hypothesis is adequate when changes in the
independent variables do not cause proportionally similar changes in the dependent
variable. Unlike the result obtained by Streukens and Ruyter (2004), there is empirical
evidence of a nonlinear CS-CL relationship (Ngobo, 1999; Mittal and Kamakura, 2001;
Fullerton and Taylor, 2002; Agustin and Singh, 2005).

The third group examines the existence of external factors influencing the CS-CL
relationship: the moderators. These are variables that change the direction or strength of
the relationship between the predictor and the dependent variable (Baron and Kenny,
1986; Frazier et al, 2004); in our research, they are CS and CL respectively. Baron and
Kenny (1986) report that moderators are introduced when there is an unexpectedly weak



relationship between the predictor and the dependent variable. There are different types
of moderators, such as consumer characteristics (gender and age, for example), relational
variables (length of the relationship), and situational or market variables (such as
competitive intensity or attractiveness of choice alternatives) (Homburg and Giering,
2001; Mittal and Kamakura, 2001; Seiders et al.,, 2005). Our research relates to this last
group: the study of the moderating effects on the CS-CL relationship. We focus on the
consumer characteristics of age, gender, income, and involvement, and on the relational
variable length of the relationship as moderating variables.

To test for moderation, Baron and Kenny (1986) and Frazier et al. (2004) propose the
use of regressions. Regressions are most widely employed in studies on moderation
effects (Bloemer and Kasper, 1995; Jones ef al., 2000; Mittal and Kamakura, 2001; Verhoef
et al., 2002; Mégi, 2003; Seiders et al., 2005; Chao, 2008) because they are not affected by:
the differences that may exist in the variances of the independent variables, or the
changes in measurement error of the dependent variable, as it happens in a correlational
analysis (Baron and Kenny, 1986). Structural equation modeling (SEM) is an alternative
to test interactions involving moderators that are both categorical and continuous.
However, SEM is more suitable when it comes to categorical variables (multi-group
analysis) than with continuous variables (Frazier ef al, 2004). When the moderating
variables are continuous, it is preferable to use regressions. In order to employ
multi-group analysis, it is necessary to create artificial groups through “cut points”,
which lead to information loss and reduction of the power to detect interaction effects
(Aiken and West, 1991). Since we have categorical and continuous moderator variables,
and regressions are the most commonly used, we opted for this approach.

2.4 Moderating variables: customer characteristics

2.4.1 Gender. Several studies find that men and women have different buying
behaviors (Fournier, 1998; Mittal and Kamakura, 2001). Women are more involved in
purchasing activities (Slama and Tashchian, 1985) because they create a relationship
with brands (Fournier, 1998). Women are also more tolerant than men in the
repurchase process since they put up fewer psychological barriers (Mittal and
Kamakura, 2001). The fewer barriers put in place by consumers, the higher their level
of tolerance, which in turn creates greater likelihood of retention. These authors also
reported that the CS-RB link is stronger for men than women. Furthermore, Homburg
and Giering (2001) noted that female satisfaction with the sales process had a stronger
impact on RB.

Thus, we formulate the following hypothesis:

HI. The gender of the customer moderates the relationship between CS and (a)
repurchase intentions; (b) the number of transactions; and (c) the amount spent.

2.4.2 Income. Income has a major impact on consumer decisions (Zeithaml, 1985).
Consumers with a higher income have fewer restrictions, making them less loyal to a
brand than customers with a lower income (Zeithaml, 1985). Homburg and Giering
(2001) conclude that the CS-RB relationship is stronger for those with lower income
than for those with higher earnings. Individuals with higher income generally have
higher levels of education (Walsh and Mitchell, 2005) and, due to their cognitive
abilities, feel more comfortable with new information (Spence and Brucks, 1997). Cooil
et al. (2007) find that income is a negative moderator; a change in satisfaction has less
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impact on a change in expenditure as the level of income increases. Evanschitzky and
Wunderlich (2006), and Walsh ef al. (2008) also note that income was a moderator of the
CS-CL relationship.

Thus, we formulate the following hypothesis:

H2. The income of the customer moderates the relationship between CS and (a)
repurchase intentions; (b) the number of transactions; and (c) the amount spent.

2.4.3 Age. There is empirical evidence that older and younger consumers have
different RB (Homburg and Giering, 2001; Mittal and Kamakura, 2001;
Lambert-Paudraud et al, 2005; Evanschitzky and Wunderlich, 2006). In their study
of the four stages of loyalty (Oliver, 1999), Evanschitzky and Wunderlich (2006) state
that age is an important moderator. Lambert-Paudraud et a/. (2005) conclude that older
consumers consider fewer brands and often choose brands that are long established.
Gilly and Zeithaml (1985) report that the ability to process information, declines with
age. In this sense, the reactions of older consumers to changes in satisfaction might
also be modified (Homburg and Giering, 2001). Mittal and Kamakura (2001) find that
shifts in CS have less of an affect on the retention of older clients. Older consumers
evaluate their experience with the product at the time of the purchase decision and,
thus, are more loyal to a particular brand than younger consumers (Homburg and
Giering, 2001; Lambert-Paudraud et al, 2005). Homburg and Giering (2001) note that
younger consumer satisfaction has a stronger impact on their RB.
Thus, we formulate the following hypothesis:

H3.  The age of the client moderates the relationship between CS and (a) repurchase
intentions; (b) the number of transactions; and (c) the amount spent.

2.4.4 Involvement. Involvement is the importance that the consumer gives to their
purchase, based on the needs, interests and values inherent to the consumer (Mittal,
1995). Gainer (1993) concludes that there is a relationship between involvement and
frequent buying behavior. Wakefield and Baker (1998) find that customers who were
most involved in their purchases reported higher levels of RI. Seiders et al. (2005)
deduce that involved consumers buy more and spend more; the more involved
consumers spend more when their satisfaction is higher. Tuu and Olsen (2010) state
that involvement positively moderates the CS-RB relationship.
Thus, we formulate the following hypothesis:

H4. Customer involvement moderates the relationship between CS and (a)
repurchase intentions; (b) the number of transactions; and (c) the amount spent.

2.5 Moderating variables: relational characteristic

The length of the customer relationship has a positive effect on customer retention
(Bolton, 1998). Customers with positive experiences over time are apt to forgive more
and less likely to leave the brand (Anderson and Sullivan, 1993). Verhoef et al. (2002)
find that the length of the relationship has a moderating effect on the link between
satisfaction and the number of services purchased. Verhoef (2003) also notes this
moderating effect on customer retention. Seiders et al. (2005) conclude that the habit
has a great influence on repurchase behavior. Moreover, the length of the relationship
has a positive and direct effect on the number of visits and expenditure at the time of
repurchase. In turn, Coolil et al. (2007) state that this variable is a negative moderator in



the relationship; they find that the impact of a satisfaction change in expenditure
decreases when the length of the relationship increases.
Thus, we formulate the following hypothesis:

Hb5.  The length of the relationship moderates the relationship between CS and (a)
repurchase intentions; (b) the number of transactions; and (c) the amount spent.

The research model showing the moderating effects on the CS-CL relationship is
depicted in Figure 1.

3. Methodology
3.1 Data collection and survey instrument
The target populatlon encompassed the active private clients of a Portuguese credit card
company, in possession of their cards for more than a year with at least one transaction
per year. Data were collected through a postal mail survey. A pre-tested structured
questionnaire was sent to a random sample of 8499 clients. The response rate was 15
percent (1,274 returned questionnaires), which is common when no incentives are offered
(e.g. Neal et al.,, 1999). After preliminary analysis, 1,210 valid responses were obtained.
Based on the questionnaire, we measure CS, RI, and the moderating variables:
gender, income, age and involvement. To reduce possible halo effects, items for
evaluating RI and involvement were dispersed throughout the questionnaire (Wirtz,
2000). We use seven- and nine-point scales to measure RI, involvement and CS as data
bias is more problematic in five-point scales, than in ten-point scales (Wittink and
Bayer, 1994). In addition, there is a positive impact in measurement reliability when
extended scales are used (Churchill and Peter, 1984), and these scales can be considered
approximately continuous (Bagozzi and Baumgartner, 1994).

Repurchase
Intention

Loyalty

\ Repurchase Behaviour

= Number of transactions
= Amount spent

Customer
Satisfaction H0

Moderators
Gender HI
Income H2
Age H3
Involvement H4
Length of relationship H5
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satisfaction/
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The holding company of the credit card provided the information about the number of
transactions, the corresponding amount spent by the clients and the length of their
relationships.

The sample consisted mainly of men — 64.2 percent. Of the respondents, 82.1
percent are above 35-years-old, and 57.4 percent have higher education qualifications.
About 50.1 percent of the respondents have an individual net monthly income of more
than €1,500.

3.2 Measures
To measure CS, we opted to use a single item (Anderson and Sullivan, 1993; Mittal ef al.,
1998; Colgate and Danaher, 2000; Arbore and Busacca, 2009). Overall, satisfaction is
measured on a nine-point scale where 1 stands for “Completely Dissatisfied” and 9 for
“Completely Satisfied”. The question was “Overall, how satisfied are you with the
credit card “X”?”

CL is assessed in three different ways:

(1) by R[
(2) by number of transactions; and
(3) by amount spent.

RI is measured using three items, and a seven-point scale ranging from “Strongly
Disagree” (1) to “Strongly Agree” (7), adapted from other studies: the intention to
continue to use the credit card for a long time (Morgan and Hunt, 1994; Garbarino and
Jonhson, 1999; Li and Petrick, 2010); the high probability of continuing to use the credit
card (Cronin et al., 2000; Y1 and La, 2004), and planning to maintain the relationship
(Macintosh and Lockshin, 1997). We average the three items to create an index for RI.
Measurement reliability is very good, as Cronbach’s alpha coefficient was 0.921
(DeVellis, 1991). The holder of the credit card provided the information on the number
of transactions and the corresponding amount spent.

The moderating variables gender, income and age are dummy variables, therefore,
gender has the value “1” for a male respondent and “0” for female. Income has a value of
“1” for individuals with a net monthly income of up to 1,500 €, and “0” if income is higher
than 1,500€. For age, the dummy variable has the value “1” when the consumer is
between 18 and 35 years-of-age, and “0” for a person older than 35. Involvement is
assessed using an index based on the arithmetic mean of three items adapted from other
authors: the client carefully chooses the credit card (Bloemer and Kasper, 1995; Mittal,
1995; Olsen, 2007); it is very important to choose the appropriate credit card (Mittal,
1995); and the client cares about the result of the credit card choice (Bloemer and Kasper,
1995; Mittal, 1995; Olsen, 2007). The three items were measured by a seven-point
semantic differential scale ranging from “Strongly Disagree” (1) to “Strongly Agree” (7).
Measurement reliability is very good: Cronbach’s alpha coefficient was 0.819 (DeVellis,
1991). The moderating variable “length of the relationship with the credit card company”
was provided by the credit card issuer. This variable reflects the number of years that
the consumer has held the credit card, and has had a relationship with the company.

4. Results
We present three different models to test the presence of moderating effects on the
CS-CL relationship:



(1) M1 where RI is the dependent variable;
(2) M2 where the dependent variable is the number of transactions made; and
(3) M3 where the amount spent is the dependent variable.

Following the steps suggested by Frazier et al. (2004), we used dummies to represent
categorical variables, and standardized the continuous variables to have a better
understanding of the predictive and moderating effects. This was also for ease in
representing the significant effects graphically (Aiken and West, 1991; Cohen et al,
2003). In addition, we created the interaction variables between CS and the moderating
variables. In accordance with Frazier et al. (2004), we standardized the CS variable and
three categories were created:

(1) low satisfaction, representing the individuals with more than one standard
deviation below the sample mean;

(2) medium satisfaction, indicating the set of customers with up to one standard
deviation around the sample mean; and

(3) high satisfaction, denoting the group of respondents with more than one
standard deviation above the mean, as proposed by Cohen ef al. (2003).

To estimate the moderating effects, we used hierarchical regressions (Frazier et al,
2004).

Customer satisfaction is an antecedent of RI (HO (@) is confirmed), but it is not a
significant predictor of RB (HO (b) and HO (c) are rejected) as shown in Table I — M1,
M2 and M3.

Based on Table I, Model M1, we observe significant gender and age moderating
effects. The CS-RI relationship is stronger for men and for older clients (the moderating
effect coefficient for gender is positive, but negative for age). We represent the
significant moderating effects of gender in Figure 2 and of age in Figure 3.

In Figure 2, we note that for medium or low satisfaction, men have lower RI than
women when using their credit card. However, this situation is reversed for a high
satisfaction level: men intend to reuse the credit card more than women. Therefore, H1 (@)
is supported, which is consistent with the findings of Mittal and Kamakura (2001), who
state evidence of moderation of the gender variable. If we analyze Figure 3, a similar
pattern emerges: older clients more commonly intend to reuse the credit card than
younger credit card holders when their satisfaction is medium or high; for low satisfaction
levels, the younger generation shows the greatest RI. Thus, H3 (@) is supported in
accordance with Homburg and Giering (2001) and Mittal and Kamakura (2001), who
noted significant interaction between CS and age. All other hypotheses on moderating
effects are not supported for the CS-RI relationship. This is also the case of other studies
that do not find significant moderating effects of income (Seiders et al., 2005), involvement
(Homburg and Giering, 2001) and length of the relationship (Rust et al, 1995) on RI.

In Table I, we can also observe the results from the Models M2 and M3 that include the
objective buying behavior as a dependent variable. Model M2 considers the number of
transactions as the dependent variable. We can see that the only significant moderating
effect is the length of the relationship: the relationship between CS and number of
transactions is stronger for those clients who have more long-lasting relationships. This
conclusion is based on the positive regression coefficient. To graphically represent this
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gender-moderating effect
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Figure 3.
CS—RI relationship:
age-moderating effect

moderating effect, the length of the relationship was categorized as low, medium or high,
following the same procedure applied to categorize the CS variable. In Figure 4, we
visualize the moderating effect of the length of the relationship.

For less durable relationships, the line is nearly horizontal: changes in CS do not
significantly affect the number of transactions for these clients. However, for longer
relationships, changes in the number of transactions are substantial depending on the
CS level. Therefore, clients with medium- or high-satisfaction levels use the credit card
more often than those with a low-satisfaction level. However, analyzing the clients that
indicate low satisfaction, we note that those with a longer relationship with the
company use their credit card less often. Thus, H5 (b) is supported, and is in line with
the results of Verhoef et al. (2002); Verhoef (2003); and Cooil et al. (2007): the length of
the relationship is a moderating variable in the CS-RB relationship. All other
hypotheses on moderating effects are rejected for the CS-RB (# of transactions)
relationship (Model M2). With regard to Model M3, where the amount spent is the
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Figure 4.
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dependent variable, we found that there are no statistically-significant moderating
effects. Therefore, none of the hypotheses could be confirmed.

Corroborating the hypotheses not supported in Models M2 and M3, where RB was
measured by the number of transactions and amount spent (dependent variables),
other studies also suggest that there are no moderating effects of gender (Homburg and
Giering, 2001; Evanschitzky and Wunderlich, 2006), age (Magi, 2003; Cooil et al., 2007),
length of the relationship (Seiders et al, 2005) and involvement (Seiders et al, 2005;
Olsen, 2007). We have not found support in the literature for the non-significant
moderating effect of the income variable, as shown in Models M2 and M3.

Although we have not hypothesized the direct effects of the variables under study as
antecedents of RI and RB, we can draw some conclusions. There is a significant direct
relationship between income and involvement, and RI (Table I — Model 1). However,
when RB is the dependent variable, we noticed only a significant direct relationship
between income and RB — number of transactions (Table I — Model M2), and a significant
direct relationship between income and length of the relationship, and RB — amount spent
(Table I — Model M3). Therefore, there are different direct effects when different CL
measures are considered. Income is the only common direct effect on RI and RB.

All estimated models are significant, however, the explanatory power (RZ = 38
percent) of model M1 is far superior to that of Models M2 (R? = 2 percent) and M3
(R? = 1 percent). According to Podsakoff et al (2003), this may be due to the fact that,
in Model M1, the respondent provides information on both the predictor and the
dependent variable “repurchase intentions”, creating biased effect by using the same
source of data collection. In Models M2 and M3, despite the F-tests being significant,
the low explanatory power indicates that other variables are missing and thus the
models are not able to explain the actual repurchase behavior of credit card users.

5. Discussion and implications

The results show how complex the CS-CL relationship is; demographic and relational
characteristics are important moderators, but its significance depends on the CL
measure used. Gender and age become significant moderators only when CL is



assessed by RI; men and older clients that are more satisfied indicate greater intention
of using a credit card. Length of the relationship reveals its moderating effect when CL
is evaluated by RB — number of transactions. However, the length of the relationship
also has a direct and positive effect on the amount spent by the client (RB). These
results suggest that firms that implement customer relationship strategies have
benefits: via longer relationships, more satisfied clients use their credit cards more
frequently, and, as the relationship grows, the amount spent by the client increases.

When analyzing the direct effects of CS on CL, the conclusions are contradictory and
diverse. First, CS has a positive direct effect on CL, measured by RI. However, CS has no
effect on CL when assessed by RB measures. Contrary CS-CL relationship results can be
explained in different ways: RI is not a good predictor of RB — care must be taken in
using RI to evaluate RB and objective RB measures should be employed; the CS-RB
relationship may be better characterized by dynamic or nonlinear models; mediating
variables, which can reflect the client’s affective or psychological attachment, may have
to be included in this relationship analysis; and the nature of the service also conditions
the results, given its diverse nature. Although the effect of RI on RB was not evaluated in
this study, we suggest that managers develop strategies to convert client RI into client
RB, considering other study results. In addition, income has a direct and divergent effect
on the RI and RB of the clients: income increase leads to growing RI; however, income
increase reduces RB, the number of transactions and the amount spent by clients. In fact,
customers with higher revenues have fewer restrictions and thus may be less loyal to a
brand, as has been reported. Finally, involvement only has a direct and positive effect on
RI: the common method bias may inflate the relations between these two variables,
measured at the same time and by the same method.

There is evidence of the usefulness of demographic variables to explain consumer
behavior. This is important for managers, as these data are easier to collect and to deal
with in marketing practice. Based on the results of this research, managers have a more
detailed understanding of the CS-CL relationship and of the loyalty profile of their
customers. With this knowledge, companies can target their efforts to develop better
CL strategies and enhance retail performance.

6. Conclusions
CS has a positive impact on RI, but has no direct effect on the RB objective (Verhoef
et al., 2002; Seiders et al., 2005; Olsen, 2007). Thus, firms should consider factors other
than CS and other models to explain CL. The direct effects of the characteristics studied
here are different, depending on consumer self-reported or objective measures of RB;
only income presents a direct and significant, though divergent, effect in all models.
When RI is the dependent variable, the gender and age of the client emerge as
moderating variables. Considering the number of transactions as the dependent
variable, the length of the relationship appears as a moderating variable (Verhoef ef al,
2002). However, for the dependent variable amount spent, a significant moderator is
not apparent. Therefore, the client’s characteristics are the most important moderating
variables in the case of RI, whereas the length of the relationship is the only significant
one for RB (number of transactions).

The explanatory power of the models that include RI is superior to those that
consider actual RB to measure CL, showing how difficult it is to predict the behavior of
an individual. Several authors also fail to obtain better results when studying RB as the
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dependent variable (Mittal and Kamakura, 2001; Verhoef et al, 2002; Seiders et al.,
2005). Therefore, in analyzing the CS-CL relationship, the method for assessing CL is
highly relevant, as different CL measures lead to different conclusions.

7. Limitations and suggestions for future research

The study relates specifically to one brand, in one sector: a Portuguese credit card
company. Although we use a large, random sample, other brands and other types of
services should be analyzed before generalizations are made. To strengthen the CS-CL
relationship, other customer and relational characteristics, as well as situational or
market moderating variables, should be investigated. Alternative models can be
examined to evaluate the mediating role of RI on the CS-RB relationship, and also to
incorporate other mediators (e.g. commitment). In moderation analysis, when
regressions are applied and the moderator and/or the predictor are measured on a
continuous scale, there is less power to discover the real interaction effects. Better
results can be obtained depending on the codification scheme of the variables; effects
codification and contrast codification (Frazier et al, 2004) could be used. Last, the
explanatory power of models that use RB as a dependent variable raises some concerns
related to bias caused by the omission of important variables from the relationships.
Therefore, including lag variables may increase the probability of finding systematic
and non-observable variations from respondents (Seiders et al., 2005).
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