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The objective of this paper is to present a comprehensive
framework of relationships among customer value, satisfaction, and
behavioral intentions. Before testing the model, literature review on
the three constructs is presented. From this review, three hypotheses
are proposed and tested in this study: (1) Customer value is antecedent
to customer satisfaction, (2) Customer value has a direct link to
behavioral intentions, and (3) The relationship between customer
value and behavioral intentions is mediated by customer satisfaction.
Structural Equation Modeling using AMOS 5 was employed to test
the model. The result suggests that the relationship between customer
value and behavioral intentions is mediated by customer satisfaction.
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Introduction

In recent years, there has been a
contentious issue concerning the rela-
tionships among customer value, cus-
tomer satisfaction, and behavioral in-
tentions. Some scholars (e.g. Bolton
and Drew 1991; Petrick et al. 2001)
argue that customer value is a higher
order concept and incorporates more
stable judgment than customer satis-
faction. Therefore, the relationship be-
tween the two constructs can be seen
as: customer satisfaction affects cus-
tomer value. In contrast, some scholars
(e.g. Choi et al. 2004; Cronin et al.
2000; Fornell et al. 1996; Lam et al.
2004; McDougall and Levesque 2000;
Patterson and Spreng 1997; Yang and
Peterson 2004) argue that satisfaction
is a better predictor for future behav-
iors and value acts as an antecedent to
satisfaction judgments. Thus, the rela-
tionship between the two constructs
can be seen as: customer value affects
customer satisfaction. In addition, ar-
guments also persist surrounding the
outcomes of customer value. Accord-
ing to some scholars (e.g. Chang and
Wildt 1994; Cronin et al. 1997; Hartline
and Jones 1996) there is a direct link
between customer value and be-havioral
intentions without the mediating role of
satisfaction. Thus, the role of satisfac-
tion in identifying the future behavioral
intentions is not significant. In con-
trast, scholars such as Fornell et al.
(1996), Lam et al. (2004), and Patterson
and Spreng (1997) argue that the link
between customer value and behav-

ioral intentions is mediated by satisfac-
tion. These varying arguments indicate
that the relationships among customer
value, customer satisfaction, and be-
havioral intentions have not yet been
clearly defined. Thus, there is a need to
closely investigate the relationships
among these three constructs in more
depth.

Conceptual Background

Customer Value

The concept of customer value has
become of keen interest to academics
and practitioners alike. This is because
value has been considered as an essen-
tial element of an organi-zation’s com-
petitive strategy (Gale 1994) and, thus,
plays a crucial role at the heart of
marketing activity (Holbrook 1999).
Organizations which have a strong fo-
cus upon customer value will form a
sustainable com-petitive advantage
(Porter 1985; Parasuraman 1997; Woo-
druff 1997; Slater and Narver 2000).
The rationale behind this is that, deliv-
ering better value to customers might
result in a likelihood of purchase, re-
peat purchase, and positive word-of-
mouth communication (Bolton and
Drew 1991; Grisaffe and Kumar 1998).
In other words, if the organizations
know what drives value for its custom-
ers and provides superior customer
value, they have a greater probability
of obtaining and retaining customers
(Gabbott 2004). Therefore, it can be
noticed that in-depth understanding of
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customer value is very important for
companies to succeed.

Despite this importance, the lit-
erature suggests that the study of cus-
tomer value is in its infancy (Flint et al.
2002). Even the term “customer value”
can be confusing (Flint et al. 2002),
multifaceted, and complicated (Huber
et al. 2001). Value means many things
to many people (Weinstein 1998).
Therefore, the concept of value needs
to be defined clearly including the iden-
tification of the components.

In this study, customer value is
defined as “a difference between total
benefits and total sacrifices perceived
by consumers in purchasing a product
or service.”  Total benefits are a com-
bination of physical attributes, service
attributes, and technical support avail-
able in relation to a particular use
situation (Monroe 1990). Meanwhile,
sacrifices are what the consumers have
to give up in obtaining the purchased
products. These are defined from the
customer’s perspective (Monroe 1990)
and include monetary terms (Anderson
et al. 1993) and non-monetary terms
such as energy, time and effort (Cronin
et al. 1997). Within the identification
of benefits and sacrifices, consumers
not only consider the performance or
functional matters but also social and
emotional factors (Sheth et al. 1991;
Sheth et al. 1999; Sweeney and Soutar
2001). Therefore, the investigation of
customer value covers functional value,
social value, and emotional value.

Functional value is defined as the
perceived utility acquired from an

alternative’s capacity for functional,
utilitarian, or physical performance
(Sheth et al. 1991). In other words, it is
the quality of physical outcome of us-
ing the product or service, which refers
to how well a product or service serves
its principal physical function consis-
tently (Sheth et al. 1999). Functional
value is related to economic utility, the
benefits associated with pos-sessing
the product or service, and un-derlies
the performance of the object on a
series of salient attributes such as price,
reliability, and durability.

Social value is the perceived util-
ity acquired through the consumption
of an alternative as a result of its asso-
ciation with one or more specific social
groups (Sheth et al. 1991). Alterna-
tives acquire social value through asso-
ciation with positively or negatively
stereotyped demographic, socioeco-
nomic, and cultural-ethnic groups
(Sheth et al. 1991). In other words,
social value is the utility derived from
the product’s ability to enhance social
self-concept (Sweeney and Soutar 2001;
Wang et al. 2004). Consumers choose
the products that convey an image con-
gruent with the norms of their friends
and associates, or that convey the so-
cial image they wish to project (Sheth
et al. 1999).

Emotional value is the economic
value or monetary worth of feelings
when customers experience an or-
ganization’s products and/or services
(Barlow and Maul 2000). It further
refers to the feelings that customers
experience or anticipate experiencing
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when they deal with organizations and
their representatives (Barlow and Maul
2000). Likewise, Sheth et al. (1991) in
agreement with Wang et al. (2004)
define emotional value as the perceived
utility acquired by consuming an alter-
native as a result of its ability to arouse
feelings or affective states. They main-
tain that many products are associated
with or facilitate the arousal of specific
emotions or feelings; for example, com-
fort, security, excitement, romance,
passion, anger, fear, and guilt. There-
fore, to analyze how customers value a
product, it is important to take these
emotions into account.

 Customer Satisfaction

There has been extensive research
into customer satisfaction for many
years. This is because customer satis-
faction has been considered by compa-
nies as a key strategy to gain competi-
tive advantage (Woodruff and Gardial
1996).

Along with the research into cus-
tomer satisfaction, there has been an
increase in the diversity of the defini-
tions of customer satisfaction in the
literature. From a review of the litera-
ture, there are four main determinants
that have been used to define and mea-
sure customer satisfaction. They are
performance, quality, expectation, and
disconfirmation. Researchers have used
combinations of these constructs dif-
ferently for measuring customer satis-
faction. The combinations are: expec-
tation and disconfirmation (e.g. Oliver
1980), expectation and performance
(e.g. Fornell 1992; Johnson et al. 1995),

quality and disconfirmation (e.g. Ander-
son and Sullivan 1993), expectation,
performance, and dis-confirmation (e.g.
Churchill and Surprenant 1982; Woo-
druff et al. 1983; Wirtz and Bateson
1999; McQuitty et al. 2000), expecta-
tion and quality (Giese and Cote 2002).

In this study, the definition put
forward by Fornell (1992, pp. 11) is
adopted, which argue that customer
satisfaction is “An overall post-pur-
chase evaluation.” This definition fo-
cuses on post-purchase perceived prod-
uct performance compared with pre-
purchase expectations.

Behavioral Intentions

This research investigates two be-
havioral intentions. They are repur-
chase intentions and word-of-mouth
communication. The discussion con-
cerning the two concepts is presented
below:

Repurchase Intentions. Since be-
havioral intentions are easier to mea-
sure than actual behavior, there are
numerous studies of repurchase inten-
tions (Bolton et al. 2000). However,
these studies must be interpreted with
caution because behavioral intentions
are subject to criticism since intentions
do not always lead to actual behavior
(e.g. Gabler and Jones 2000; Morwitz
and Schmittlein 1992).

Repurchase intentions are defined
as “the individual’s judgment about
buying again a designated service from
the same company, taking into account
his or her current situation and likely
circumstances” (Hellier 2003: 1764).
From this definition, it is clear that
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repurchase behavior occurs when cus-
tomers purchase other products or ser-
vices for the second or more times with
the same company; and the reason for
purchasing again is mainly triggered
by customer experience towards the
products or services.

Theory suggests that increasing
customer retention is a key act of the
ability of a company to generate profits
(Zeithaml et al. 1996). This is because
the longer consumers stay with a com-
pany, the more products or services
they buy from the company and no
excess marketing outlay to win new
customers. To retain customers, a com-
pany needs to improve its service qual-
ity, which in turn leads to high service
value (Cronin et al. 2000). Thus, it is
noticed that consumers are more likely
to purchase again from the same com-
pany if they think that what they have
received was worthier than what they
have given up.

Word-of-Mouth Communication
(WoM). WoM communication is de-
fined as “informal communications di-
rected at other consumers about the
ownership, usage, or characteristics of
particular goods and services and/or
their sellers” (Westbrook 1987: 261).
The reasons for customers doing WoM
communications are because they want
to ease a tension that the positive or
negative experience produced, to reas-
sure themselves in front of others, to
gain support from others who share
their opinions, to gain attention or to
share the benefits of things enjoyed
(Wirtz and Chew 2002).

WoM has been identified in previ-
ous research as an important behavior
after consuming a product or service
(e.g. Gremler et al. 2001; Wirtz and
Chew 2002). This is primarily because
WoM communication provides face-
to-face, often vivid information that is
highly credible (Spreng et al. 1995). In
addition, consumers frequently rely on
informal and/or personal communica-
tions sources in making purchase deci-
sions as opposed to more formal and/or
organizational sources such as adver-
tising campaigns (Bansal and Voyer
2000). Furthermore, WoM has been
widely acknowledged as an informal
communication source between con-
sumers that has great economic impact
(Murray 1991). Customers who show
up on the strength of a personal recom-
mendation tend to be more profitable
and stay with the company longer than
customers who respond to conquest
advertising, sales pitches, or price pro-
motions (Reichheld 1996). From the
previous studies, it is perceived that
WoM plays a key role in shaping con-
sumers attitudes and behaviors
(Harrison-Walker 2001). Thus, WoM
serves as enforcement to consumers to
remain loyal to a service provider.

WoM is more important and influ-
ential within a service context than
strictly just product marketing sce-
narios, given their intangibility and
higher associated risk (Mangold and
Brockway 1999). Compared to pur-
chasers of goods, Murray (1991) found
that service buyers have greater confi-
dence in personal sources of informa-
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tion as well as a greater pre-purchase
preference for personal information
sources. In addition, Ennew et al. (2000)
suggest that WoM may also be one of
the most powerful form of communica-
tion within financial services, given
they tend to be characterized by a pre-
dominance of experience and credence
qualities. A consumer may not under-
stand a service fully before its con-
sumption; he or she might seek WoM
information from an experienced source
(Bansal and Voyer 2000). Therefore,
WoM becomes especially important
within the services purchase decision
context.

The Relationship
between Customer Value and
Customer Satisfaction

From the literature, several stud-
ies have provided empirical evidence of
the link between value and satisfaction
(e.g. Cronin et al. 2000; Eggert and
Ulaga 2002; Fornell et al. 1996;
McDougall and Levesque 2000;
Patterson and Spreng 1997; Wang et
al. 2004). The proposed relationship of
perceived value upon customer satis-
faction is supported by value
disconfirmation experience (Hellier et
al. 2003). The authors point out that,

“when a single purchase of a product or
service is made, the customer expects
to receive value. If anything happens
after purchase that unexpectedly re-
duces or increases the cost incurred or
benefit received, the perceived value is
altered. The customer becomes less or
more satisfied, which in turn influences

subsequent customer value expecta-
tions, purchase behavior, and overall
customer satisfaction” (Hellier et al.
2003: 1772).

Moreover, Naumann and Giel
(1995) argue that the concept of value
is closely linked to customer satisfac-
tion. Their study examines whether
overall customer satisfaction is deter-
mined by the degree to which customer
expectations are met. If a cus-tomer’s
expectations towards components of
value are exceeded, high levels of cus-
tomer satisfaction will be achieved; if a
customer’s expectations are not met,
customer dissatisfaction will result. The
authors conclude that customer satis-
faction is the best “scorecard” for mea-
suring delivered customer value. This
is supported by Jones and Sasser (1995)
who assert that providing customers
with outstanding value may be the only
reliable way to achieve sustained cus-
tomer satisfaction. The positive rela-
tionship between value and satisfac-
tion is also supported by the argument
that:

“in situations where a particular com-
pany service consists of multiple op-
tions, customers do not simply con-
sume value. In a relationship with the
service provider, customers select op-
tions and create value for themselves
and, thus, increase their product or
service satisfaction (Hellier et al. 2003:
1772).

This argument is in line with
Caruana et al. (2000) who suggest that
the effect of quality on satisfaction is
not just direct but is also moderated by
value. From these arguments it is clear
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Table 1. The Difference between Customer Value and Customer Satisfaction

Customer Value Customer Satisfaction Sources

• Cognitive construct • Affective construct Eggert and Ulaga (2002)

• Pre-/post-purchase perspective • Post-purchase perspective

• Strategic orientation • Tactical orientation

• Present and potential customers • Present customers

• Suppliers’ and competitors • Suppliers’ offerings

offerings

Can be generated without the Depends on experience of Sweeney and
product or service being bought having used the product or  Soutar (2001)
 or used service

that there is positive link between cus-
tomer value and satisfaction.

From the review above, it is im-
portant to point out the difference be-
tween customer value and satisfaction.
The summary can be seen in Table 1.

It is interesting to note that there
are two arguments concerning the causal
relationship between customer value
and satisfaction. First, the scholars who
favor the satisfaction and value causal
link (e.g. Bolton and Drew 1991; Petrick
et al. 2001) argue that customer value
is a higher order concept and has more
stable judgment than satisfaction, and
hence acts as a consequence of post
purchase evaluation constructs. Sec-
ond, the scholars who favor the value
and satisfaction causal link (e.g. Brady
and Cronin 2001; Cronin et al. 2000;
Eggert and Ulaga 2002; Fornell et al.
1996; Lam et al. 2004; McDougall and
Levesque 2000; Patterson and Spreng
1997) argue that satisfaction is a better
predictor for future behaviors and value
acts as an antecedent to satisfaction
judgments.

Woodruff and Gardial (1996) sup-
port the “value and satisfaction” causal
link arguing that customer value de-
scribes the nature of the relationship
among the organization, customer, and
the service, while customer satisfac-
tion represents a customer’s reaction to
the value received from a particular
product offering. This is in agreement
with Jones and Sasser (1995) who sup-
port this view that providing customers
with good value may be the only reli-
able way to achieve sustained customer
satisfaction.

This study adopts the “value and
satisfaction” causal link. The rationale
behind this argument is that:

Customer value is identified in the level
of “buy or not to buy a product” (e.g.
Holbrook 1999), meanwhile satisfac-
tion is a judgment made by consumers
after buying a product (e.g. Woodruff
and Gardial 1996; Sweeney and Soutar
2001).

Therefore, the decision to buy (or
not to buy) the product occurs before
consumers demonstrate an expression
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Figure 1. A Direct Link between Value and Purchase Intentions

Source: Adapted from Chang and Wildt (1994)

Perceived
Quality

Perceived
Price

Perceived
Value

Purchase
Intention

of their feelings. Theoretically, cus-
tomer value can be considered as a
cognition-based construct capturing any
benefit-sacrifice discrepancy, whereas
customer satisfaction is primarily an
affective and evaluative response
(Eggert and Ulaga 2002; Lam et al.
2004; Oliver 1993). The social science
literature maintains that cognitive
thought processes trigger affective re-
sponses (Weiner 1986), suggesting that
customer value judgments affect per-
ceptions of satisfaction (Lam et al.
2004). Thus, customer value is placed
before customer satisfaction.

Hypothesis 1: Customer value is ante-
cedent to customer sat-
isfaction

The Relationship between
Customer Value and Behavioral
Intentions (Direct Impact
Model)

Most conceptual and empirical
contributions to value literature con-
ceive a direct impact of customer value
on behavioral outcomes neglecting the
role of satisfaction (Eggert and Ulaga
2002). For example, Grisaffe and
Kumar (1998) point out two behav-
ioral intentions as direct consequences
of customer value. These are customer
likelihood to recommend and likeli-
hood to continue doing business with
the company. This is in agreement with
the Petrick’s (2002) argument that cus-
tomer value has a direct impact on
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repurchase intentions and word-of-
mouth communication. In addition,
Bolton and Drew (1991) found that
value is related to customers’ subscrip-
tion intentions and intentions to recom-
mend. This is in line with Hartline and
Jones (1996) who suggest that value
leads to the increase of word-of-mouth
intentions. Moreover, Chang and Wildt
(1994) found that perceived value me-
diates the relationship between per-
ceived quality, perceived price, and
purchase intention. The model of these
relationships can be seen in Figure 1.

Further to the above discussion,
Cronin et al. (1997) propose the value
added model that examines service qual-
ity and sacrifice as a direct measure of
value that has a direct link to purchase
intentions. They found that the addition
of a direct measure of service value to
the model which is defined solely by
service quality and sacrifice increases
the ability of the model to explain vari-
ance in consumers’ purchase inten-
tions.

Basically, a rationale for neglect-
ing satisfaction is provided by Gross
(1997) who argues that in business
markets, purchasing managers’ deci-
sion making is mainly guided by cogni-
tive factors and not by affective ones.
Therefore, a direct link between value
and outcome variables has been devel-
oped taking into consideration solely
the cognitive input and cognitive out-
put which consist of repurchase inten-
tions, search for alternatives, and word-

of-mouth communication (Eggert and
Ulaga 2002). In consumer markets,
buying decision-making is determined
by both cognitive and affective factors
(Sheth et al. 1991). Hence, it is reason-
able to argue that there is a direct
relationship between value and behav-
ioral intentions in consumer markets
since value involves emotional aspects
in which, according to most of the
literature, can only be captured in the
study of customer satisfaction. In this
context, customer value is supposed to
have a direct impact on behavioral
intentions.

Grewal et al. (1998) and Sweeney
et al. (1999) suggest that in a pre-
purchase situation, perception of value
might directly influence willingness to
buy. Neal (1999) argues that satisfac-
tion is necessary, but value drives loy-
alty. This is because the most satisfied
customer may not necessarily be the
most loyal; thus, value is a better pre-
dictor for loyalty. The key foundation
underlying all these studies is that value
is the key linkage between the cognitive
elements of perceived quality or per-
formance, perceived sacrifice, and be-
havioral intentions (Patterson and
Spreng 1997). Based on these previous
studies, it is noticed that value may well
directly impact on behavioral inten-
tions. Based on this discussion, it is
hypothesized that:

Hypothesis 2: Customer value has a
direct link to behavioral
intentions.
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Source: McDougall and Levesque (2000)
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Figure 2. Indirect Link between Perceived Value and Behavioral Intentions

Relational
Quality

Loyalty
Intentions

The Relationship between
Customer Value and Behavioral
Intentions is Mediated by
Customer Satisfaction (Indirect
Impact Model)

Unlike studies that have found
perceived value to influence intentions
directly thus neglecting satisfaction,
the findings of Patterson and Spreng
(1997) suggest that value is completely
mediated through satisfaction in influ-
encing repeat purchase behavior. Their
argument supports an earlier study by
Fornell et al. (1996) that the impact of
value on behavioral intentions is medi-
ated by satisfaction. In agreement with
this view, McDougall and Levesque
(2000) investigate the relationships
among these constructs: core service
quality, relational service quality, per-
ceived value, customer satisfaction, and
behavioral intentions to purchase across
four services. They found that core

service quality and perceived value are
the most important drivers of customer
satisfaction with relational service qual-
ity a significant but less important
driver. They also reveal that there is a
direct link between customer satisfac-
tion and behavioral intentions. The links
can be seen in the following Figure 2.

This argument is in agreement with
the work of Chan et al. (2003), Cronin
et al. (2000), McNaughton et al. (2002)
and Petrick et al. (2001) who assess the
effects of value on behavioral inten-
tions through customer satisfaction. In
addition, Lam et al. (2004) found that
customer satisfaction mediates the re-
lationship between customer value and
customer loyalty including repurchase
intentions and intentions to recommend.
From these previous studies, it is clear
that the relationship between perceived
value and behavioral intentions is me-
diated by customer satisfaction.
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 The reasoning behind the argu-
ment that the link between value and
behavioral intentions is mediated by
satisfaction may be described as fol-
lows. To continue doing business with
a company and recommend to other
people about the products and services,
consumers need to have formed a judg-
ment towards the products and services
as to whether they are satisfied or dis-
satisfied. It might be difficult for a
consumer to form behavioral inten-
tions before they have a reaction (or
judgment) towards the products and
services. Thus, the degree of behav-
ioral intentions is dependent on the
level of satisfaction. Therefore, it can
be noticed that the link between cus-
tomer value and behavioral intentions
may also be mediated through cus-
tomer satisfaction. Hence, it is hypoth-
esized that:

Hypothesis 3: The relationship be-
tween customer value
and behavioral inten-
tions is mediated by cus-
tomer satisfaction.

Methodology

This research investigates the cus-
tomer value-satisfaction-behavioral
intentions model displayed by each
consumer type regarding their experi-
ences with the insurance industry. To

collect these data, closed-ended ques-
tions in a structured questionnaire was
employed. A nine point Likert scale1

from “1” to “9” was used to capture the
behavior, attitudes, and perceptions of
consumers toward the product. The unit
of analysis of this study are individu-
als, specifically, students who have
purchased car insurance within the past
year in Melbourne, Australia. A conve-
nience sample of 654 questionnaires
were distributed directly to respondents.
Out of 654 questionnaires, 546 ques-
tionnaires were usable and 13 ques-
tionnaires were incomplete. Thus, the
response rate in this survey was 85
percent.

Data Analysis

Data analysis techniques used in
this research are Structural Equation
Modeling (SEM). The assumptions to
apply these techniques including ab-
sence of multicollinearity, outliers, and
heteroscedasticity, as well as the pres-
ence of homogeneity, linearity, and
normality have been met. SEM was
employed to construct and test the mea-
surement model, which enables a com-
prehensive, confirmatory assessment
of construct validity, and provides a
confirmatory assessment of convergent
validity and discriminant validity
(Anderson and Gerbing 1988).

1 A nine point Likert scale from 1=”very low” to 9=”very high” was used in the questionnaire as
suggested by Zikmund (1994: 371).
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Results

Results from testing the hypoth-
eses using structural equation model-
ing are presented in Figure 3, Table 2,
Table 3, and Table 4.

The result on Table 2 shows that
the model 2 is 53.247 with degree of
freedom 20. Thus the likelihood-ratio
chi-square (2/df) is 2.662.2/df ratios
of less than 3 have been interpreted as
indicating a good fit to the data. Hence,
the 2/df ratio of 2.662 from the model
indicates a good fit.

Figure 3. Structural Model with Standardized Coefficient Estimates

Notes: The relationship is not significant

Functional

Value

Social

Value

Emotional

Value
Repurchase

Intention

Intention to

do WoM

Customer

Value

Multi-item

Scale

Single-item

Scale

Behavioral

Intentions

Customer

Satisfactione1

e2

.43 .76.59 .35 .80

-.12

.41 .79

.57.56

Table 2. Summary of Model Fit

Model Fit Assessment Result

 2 53.247

Degree of freedom 20

P-value .000

 2/df 2.662

GFI .976

AGFI .950

RMSEA .063
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The Goodness-of-Fit Index (GFI)
is a measure of the relative amount of
variance and covariance between vari-
ables that are predicted by sample size
(Bollen 1989). The AGFI differs from
the GFI only in the fact that it adjusts
for the number of degrees of freedom in
the specified model (Byrne 1998). Al-
though both indexes range from zero to
1.00, with values close to 1.00 being
indicative of good fit, and 1.00 indicat-
ing a perfect fit (Arbuckle 1999). Based
on the GFI and AGFI reported in Table
2 (.976 and .950, respectively), it con-
firms that the hypothesized model fits
the sample data fairly well.

Root Mean-Square Error of Ap-
proximation (RMSEA) takes into ac-
count the error of approximation in the

population and asks the question, “How
well would the model, with unknown
but optimally chosen parameter val-
ues, fit the population covariance ma-
trix if it were available (Byrne 1998:
84). A value about 0.08 or less for the
RMSEA would indicate a reasonable
error of approximation (Arbuckle 1999;
Browne and Cudeck 1993). Thus, a
value of .063 for the RMSEA shows
that the model performs well.

Having a good model fit, as indi-
cated above, it is then necessary to
identify the direct, indirect, and total
effects among value, satisfaction, and
behavioral intentions. Direct effects are
the influences of one variable on an-
other that are not mediated by any other
variable, while indirect effects are ones

Table 3. Covariance Matrices of Direct, Indirect, and Total Effect

Direct Effect Indirect Effect Total Effect

Customer Customer Customer Customer Customer Customer
Value Satisfaction Value Satisfaction Value Satisfaction

Customer .41 .00 .00 .00 .41 .000
Satisfaction

Behavioral -.12 .79 .32 .00 .20 .79
Intentions

Figure 4. The Relationships among Customer Value, Customer Satisfaction,
and Behavioral Intentions

Customer
Value

Behavioral
Intentions

Customer
Satisfaction


1


2 

3



314

Gadjah Mada International Journal of Business, September-December 2005, Vol. 7, No. 3

that are mediated by at least one other
variable, and the total effects are the
sum of direct and indirect effects (Bollen
1989: 376). Figure 4 shows that the
direct effects investigated in this study
are customer value on behavioral in-
tentions (

1
), customer value on cus-

tomer satisfaction (
2
); and customer

satisfaction on behavioral intentions
(

3
). The indirect effect of customer

value on behavioral intention is 
2


3.

The total effect of customer value on
behavioral intentions is (

1
 + 

2


3
).

Results of testing the direct, indirect,
and total effects are reported in Table
3.

Results of testing the direct and
indirect effect using SEM shows that
the indirect effect of customer value on
behavioral intentions is stronger (.32)
than the direct effect (-.12). This result
indicates that the link between cus-
tomer value and behavioral intentions
is indirect; in other words, it is medi-
ated by customer satisfaction. The to-
tal effect of customer satisfaction on
behavioral intentions is stronger (.79)
than the total effect of customer value

on behavioral intentions (.20). Thus,
the relationship between customer value
and behavioral intentions is mediated
by satisfaction. To confirm this result,
regression weights from AMOS 5 are
listed on Table 4.

Results from the regression weights
above indicate that the effect of cus-
tomer value on behavioral intentions is
not significant (p=.162). Meanwhile,
the effect of customer value on satis-
faction and the effect of satisfaction on
behavioral intentions are both signifi-
cant at the 0.001 level. Therefore, it
confirms that the relationship between
customer value and behavioral inten-
tions is mediated by customer satisfac-
tion.

Discussion

This study agrees with previous
studies (e.g. Chan et al. 2003; Fornell
et al. 1996; Jones and Sasser 1995;
Choi et al. 2004; Hellier et al. 2003;
Wang et al. 2004; Yang and Peterson
2004), which point out the positive link
between customer value and satisfac-

Table 4. Regression Weights

Estimate S.E. C.R. Sig.

Customer Value  Customer Satisfaction .233 .051 4.560 .000

Customer Value  Behavioral Intentions -.022 .016 -1.399 .162

Customer Satisfaction  Behavioral Intentions .257 .053 4.852 .000

Behavioral Intentions  Intention to do WoM 4.878 .708 6.886 .000

Customer Value  Social Value 1.999 .279 7.174 .000

Customer Value  Emotional Value 2.872 .443 6.476 .000

Customer Satisfaction  Single-item Scale 1.080 .139 7.764 .000
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tion. At the conceptual level, this study
proposes that value come first before
satisfaction. The link between value
and satisfaction was then tested empiri-
cally using structural equation model-
ling. The result confirms that value
should be placed before satisfaction.
Thus the link should go from value to
satisfaction, not in the opposite direc-
tion.

Therefore, the result of this re-
search contradicts previous studies
which maintain that the link should go
from satisfaction to value (e.g. Bolton
and Drew 1991; Petrick et al. 2001).
According to Petrick et al. (2001), sat-
isfaction and past behavior are ante-
cedents to perceived value in the pre-
diction of intentions to repurchase. Simi-
larly, Bolton and Drew (1991) argue
that customer satisfaction and service
quality are antecedents to service value.

The arguments behind the causal
link from satisfaction to value accord-
ing to these scholars may be because
consumers have already had prior ex-
periences with the product. In the study
by Petrick et al. (2001), consumers had
prior experiences of vacation places
they visited, and in Bolton and Drew’s
(1991) study, consumers had enough
experiences toward the use of home
telephone. Therefore, the consumers
have had judgment or evaluation to-
wards the product (Day 1984;
Westbrook and Oliver 1991) based on
a series of consumer product interac-
tions (Yi 1990). This judgment whether
the consumers are satisfied or not will
have an impact on how they perceive

the value of the product. Thus, per-
ceived value is dependent upon the
consumer’s level of satisfaction gained
from their experiences using the prod-
uct. However, this argument may not
be applied to consumers who buy a
product for the first time (first-buyers)
who do not have any prior experience
of the product. In other words, first-
buyers do not have judgment or evalu-
ation whether they satisfied or not. As
a consequence, they will not be able to
value the product based on their level of
satisfaction. Hence, the “satisfaction
 value” model cannot be applied for
first-buyers. This is due to the fact that
to apply this model, consumers need to
have experience or judgment toward
the product before they perceive the
value of the product. Thus, the “satis-

faction  value” model has limitation
on the frequency of the product being
purchased by consumers.

On the other hand, the “value 
satisfaction” model can be applied more
generally for first-buyers as well as for
consumers who have purchased the
product many times. This is because
customer value can be generated with-
out the product or service being bought
or used (Sweeney and Soutar 2001). In
other words, customer value can be
identified from a pre- or post-purchase
perspective (Eggert and Ulaga 2002).
Meanwhile, satisfaction depends on
experience of having used the product
or service (Sweeney and Soutar 2001),
hence it can only be identified from
post-purchase perspective (Eggert and
Ulaga 2002). Therefore, value is an
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antecedent of satisfaction which con-

firms the “value satisfaction” model.

Finally, in this study, the positive
link from customer value to customer
satisfaction has been developed at the
theoretical level and tested empirically.
Theoretically, customer value can be
considered as a cognition-based con-
struct capturing any benefit-sacrifice
discrepancy, whereas customer satis-
faction is primarily an affective and
evaluative response (Oliver 1993;
Eggert and Ulaga 2002; Lam et al.
2004). The social science literature
maintains that cognitive thought pro-
cesses trigger affective responses
(Weiner 1986), suggesting that cus-
tomer value judgments affect percep-
tions of satisfaction (Lam et al. 2004).
Perceived value is the consequence of a
mental weighing of perceived benefits
versus sacrifices, whereas satisfaction
is an affective response to service evalu-
ation (Choi et al. 2004). Thus, value
should be placed before satisfaction in
the model because value is an anteced-

ent to satisfaction (“value  satisfac-
tion”).

This study agrees with previous
studies (e.g. Chan et al. 2003; Eggert
and Ulaga 2002; Fornell et al. 1996;
Lam et al. 2004; McNaughton et al.
2002; Patterson and Spreng 1997;
Wang et al. 2004), which argue that the
relationship between customer value
and behavioral intentions is mediated
by satisfaction. This study has con-
firmed that, there is a positive relation-
ship between customer value and cus-
tomer satisfaction, and a positive rela-
tionship between customer value and

behavioral intentions. However, when
satisfaction was included in the model,
the direct link between customer value
and behavioral intentions became non-
significant (see Figure 3). This sug-
gests that satisfaction mediates the re-
lationship between customer value and
behavioral intentions.

To some extent, this result is dif-
ferent from that of Choi et al.’s (2004)
who investigated the relationships
among quality, value, satisfaction, and
behavioral intentions in health care in-
dustry. Their finding, which suggests a
positive relationship between customer
value and satisfaction, and between
satisfaction and behavioral intentions,
is in agreement with this present study.
The one difference is that when satis-
faction is included in the model (Choi et
al.’s model) the relationship between
customer value and behavioral inten-
tions is seen to be both positive and
significant. However, in the present
study, the relationship between cus-
tomer value and behavioral intentions
becomes non-significant when satis-
faction is included in the model. The
reasons behind this difference may be
that Choi et al.(2004: 917) undertook
their study when consumers were still
in hospital waiting for medication after
being examined by physicians which
indicates that the consumers were still
in the process of receiving the service.
In contrast, this study was conducted
after consumers made transactions: the
purchase or renewal of their car insur-
ance.

From the above, it is interesting to
note that customer perceived value is
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affected by the duration between time
of purchase and consumers being asked
about their perceived value of the pur-
chased product. This argument is sup-
ported by the results of testing the
relationship between value perceived
by consumer and sacrifice across dif-
ferent time of payment/transaction.

This finding creates an alert that
perceived value is affected by the time
of transaction. When consumers are
asked to provide information about their
perception of value toward a certain
product or service right after the trans-
action, they will feel that the sacrifices
they made were high. This is because
during the transaction, in this case the
purchase or renewals of car insurance,
consumers need to pay the premium
cost, fill out the document, etc. There-
fore, these monetary and non-monetary
sacrifices which have happened very
recently may well still stay in the con-
sumers’ memory. However, when the
transaction happened a long time in the
past and consumers were asked about
their perceived value, the sacrifices
made by these consumers may fade
away. The implication is that, if cus-
tomer perceived value is affected by the
time of transaction, as a consequence,
it will impact on its relationship with
behavioral intentions.

Taking further the study by Choi
et al. (2004), the positive direct link
between value and behavioral inten-
tions is dependent on when the consum-
ers are asked about their perceived
value toward the product or service. As
mention earlier, Choi et al.’s study was
undertaken when consumers were still

in the process of receiving the service,
at which point it is arguable whether
the consumers may articulate their be-
havioral intentions in terms of repur-
chase and carrying out word-of-mouth
communication very well. Therefore,
their model of study indicates a positive
direct link between customer value and
behavioral intentions. Meanwhile, in
the present study, consumers were asked
about their perceptions toward car in-
surance after they purchased or re-
newed their car insurance. Thus, it
makes sense that consumers may not
express very well their future inten-
tions to repurchase and to do word-of-
mouth communication. Hence, there is
no direct positive link between cus-
tomer value and behavioral intentions.
This is because the consumers may put
out of their mind about the sacrifices
they have made which impact on their
perceived value and the articulation of
future behavior.

Moreover, the finding of this study
is in agreement with the study by Lam
et al. (2004) who highlight the mediat-
ing role of satisfaction in the impact on
customer loyalty. More precisely, they
suggest that customer satisfaction me-
diates totally the relationship between
customer value and word-of-mouth
communication. Meanwhile, satisfac-
tion mediates partially the relationship
between customer value and repurchase
intention. Similar to this present study,
the study of Lam et al. was conducted
after the consumers made the transac-
tion. In the case of Lam et al., consum-
ers had used the courier services of-
fered by DPS. From here, it can be
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noticed that when the consumers are
being asked about their value percep-
tion after the transaction was made (i.e.
there is time difference/duration be-
tween transaction and data collection),
they may not clearly express or be sure
about their future behavior. Hence, there
is no direct link between customer value
and behavioral intentions. In other
words, the relationship between cus-
tomer value and behavioral intentions
is mediated by satisfaction.

From the above, it is interesting to
reveal further, what factors affect cus-
tomer perceived value, and hence im-
pact on a direct positive relationship
between value and behavioral inten-
tions. And further still, what factors
affect the mediating role of customer
satisfaction on the impact of customer
value on behavioral intentions. These
factors may include type of product,
the duration between the transaction of
purchase and the time of filling the
questionnaire, and others. These fac-
tors need to be investigated for further
research.

Conclusions

This study confirms previous stud-

ies which support the “value  satis-
faction” model (e.g. Choi et al. 2004;
Cronin, Brady, and Hult 2000; Fornell
et al. 1996; Lam et al. 2004; McDougall
and Levesque 2000; Patterson and
Spreng 1997; Yang and Peterson 2004).

Hence, the finding of this study contra-
dicts with the scholars who support the

“satisfaction  value” model (e.g.
Bolton and Drew 1991; Petrick et al.
2001). This study also confirms that
customer satisfaction mediates the re-
lationship between customer value and
behavioral intentions (e.g. Fornell et al.
1996; Lam et al. 2004; McDougall and
Levesque 2000; Patterson and Spreng
1997). Hence, the finding of this study
contradicts those scholars who support
the positive direct link between cus-
tomer value and behavioral intentions
(e.g. Chang and Wildt 1994; Hartline
and Jones 1996; Cronin et al. 1997).
Further to this, the contribution of this
study to the body of customer value
literature is enhanced by the finding
that perceived value is affected by the
time interval between data collection
and the transaction of the purchase.
Consumers who are asked their percep-
tion of value during the process of
service or product delivery, or recently
after the purchase will have a different
perception of value from those con-
sumers for whom there was a consider-
able time lapse between the purchase
and being questioned about their per-
ception of value. As a result, this af-
fects the value relationship with satis-
faction and future behavior. This find-
ing suggests that future research in the
field of customer value should take into
consideration the time of data collec-
tion and when the consumers made the
purchase.
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