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The relationship between customer mindset metrics (CMMs) and consumer spending has
been extensively investigated at the consumer and firm level, but little is known about it
at the national level, nor about how it differs between countries. Drawing on five pub-
licly available datasets gathered in 10 European countries over 20 years, our study traces
the connections between three CMMs — customer satisfaction, perceived service qual-
ity and loyalty intentions — and consumer spending, as well as examining the moderating
cross-country effects of culture, socioeconomic factors, economic structure and political-
economic elements. The results show that the CMMs significantly influence consumer
spending in all the countries studied, with the effects most pronounced in societies with
relatively low education levels, a dominant service sector, fewer barriers to business and
international trade and a foundation of survival values rather than self-expressive values.
Our findings suggest that CMMs can be used to boost not just business performance but
also economic growth, and therefore have significant implications for policymakers as
well as practitioners and companies.

Introduction and national economies alike (Fornell, Rust and

Dekimpe, 2010). Reliable indicators of spending
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can have substantial implications for businesses Customer mindset metrics (CMMs) such as cus-

tomer satisfaction, perceived service quality and
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Figure 1. Research model [ Colour figure can be viewed at wileyonlinelibrary.com ]

of understanding of which specific metrics drive
consumer spending. CMMSs’ significance to na-
tional economies is also poorly understood: while
some scholars have explored the role of customer
satisfaction at country level (Agag and Eid, 2020;
Baghestani and Williams, 2017; Fornell, Rust and
Dekimpe, 2010; Golovkova et al., 2019; Yeung
et al., 2013), few have explored the wider rela-
tionship between CMMs and economic structure.
Of the studies that have been conducted in this
area, some have related consumer satisfaction to
macroeconomics while also investigating its im-
pact on national consumption. For example, Ye-
ung et al. (2013) adopted an asymmetric growth
model to assess how variations in the American
Customer Satisfaction Index (ACSI) related to
changes in US consumer spending.
Understanding the precise nature of the rela-
tionship between CMMs and consumer spending
at the national level — and how this relationship is
affected by cross-country differences — is a com-
plex but important research challenge. Firms’ abil-
ity to understand CMMs, accurately measure them
and then improve them in the light of differing
cultures, socioeconomic contexts, economic struc-
tures and political-economic factors is key to en-
hancing consumer spending. Furthermore, this pa-
per argues that the significance of this challenge
stretches beyond the boardroom to the political

sphere, since boosting consumer spending can ben-
efit entire economies as well as individual firms.

Consequently, this study explores the relation-
ship between three CMMs — customer satisfaction,
perceived service quality and loyalty intentions —
and customer spending in 10 European countries.
It addresses two central questions: (1) Can CMMs
act as significant predictors of consumer spend-
ing in different societies? and (2) Does the effect
of CMMs on consumer spending differ across var-
ious societies and, if so, what causes these vari-
ances?

Our research model (shown in Figure 1) builds
on and extends those used in previous studies (e.g.
Agag and Eid, 2020; Fornell, Rust and Dekimpe,
2010; Kumar, Dalla Pozza and Ganesh, 2013; Pe-
tersen et al, 2018; Yeung et al, 2013). It in-
cludes four control factors: consumer confidence,
income, debt and inflation. To enable understand-
ing of cross-country variances in the links between
CMMs and consumer spending, we also examine
the role of four critical moderators: culture (i.e.
survival vs. self-expressive societies and traditional
vs. secular-rational societies); socioeconomic fac-
tors (i.e. education and per capita income); eco-
nomic structure (i.e. service economy); and po-
litical economy (i.e. trade freedom and business
freedom). These moderators are consistent with
prior research and theories examining customer
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satisfaction at the macro level (e.g. Baghestani and
Williams, 2017; Morgeson et al., 2011; Seiders
et al., 2005; Yeung et al., 2013) and enable a rich
understanding of how CMMs’ relationship with
consumer spending is influenced by particular na-
tional contexts.

Literature review
Customer mindset metrics

In the search for the most effective ways for brands
to build long-term success and achieve outstand-
ing results, scholars have shifted their attention to-
wards evaluating the customer—brand relationship.
CMMs are key to this. Dynamic and continuously
evolving, they are considered as measures of con-
sumers’ hearts and minds (Palmatier ez al., 2013;
Petersen et al., 2018; Srinivasan, 2015), enabling
marketers to gain and analyse customer informa-
tion in order to improve performance. CMMs cap-
ture how customers feel about their relationship
with a brand, product and/or service (Gupta and
Zeithaml, 2006; Rubera and Kirca, 2017; Srini-
vasan, Vanhuele and Pauwels, 2010). Positive met-
rics indicate that a consumer has a strong relation-
ship with a brand (Petersen ez al., 2018), enhancing
both purchase intentions (Alnawas and Aburub,
2016; Dash, Kiefer and Paul, 2020) and be-
haviour (Bolton, 1998; Gustafsson, Johnson and
Roos, 2005). Recent developments also suggest
that CMMs are a vital tool in relationship mar-
keting (Srinivasan, 2015; Sun and Kim, 2013). Al-
though there is a gap in knowledge regarding how
CMDMs are converted into profitability at the cus-
tomer level (Petersen et al., 2018), there is broad
agreement that they help brands build successful
relationships with consumers and enhance perfor-
mance. Their use does not instantly improve sales
or profits, but can indicate whether marketing is
moving customers in the right direction (Keller
and Lehmann, 2006) and may also highlight per-
formance achievements or issues (Srinivasan, Van-
huele and Pauwels, 2010), especially since early
signals found when deciphering data may help
forecast future performance (LaPointe, 2005).
While CMMs have been studied extensively
since the 1980s under the marketing paradigm,
the theory behind them has been somewhat ne-
glected. Petersen et al. (2018), reviewing more than
40 CMM studies from 1989 to 2016, found that
most had focused on only one metric, primarily

3

satisfaction, and argued that this weakness should
be addressed by simultaneously considering multi-
ple metrics to understand their various impacts on
customer behaviours and their relative importance
to profitability. Moreover, different CMMs capture
different aspects of firms’ relationships with cus-
tomers and do not all influence outcomes in the
same way (Garbarino and Johnson, 1999; Petersen
et al.,2018).

The present study therefore uses multiple
CMMs to avoid the previously identified weak-
ness of single-metric studies, and to capture a
full and accurate picture of their impacts. Three
particular metrics — customer satisfaction, per-
ceived service quality and loyalty intentions —
were suggested by Petersen er al (2018), all of
which were deployed in their own research. These
encompass attitudes (i.e. customer satisfaction),
perceptions (i.e. perceived service quality) and
intentions (i.e. loyalty intentions), and emphasize
behavioural and profitability signals. Moreover,
they are directly relevant to consumer spending,
which is the final outcome of our research model.
In selecting these three CMMs, the present study
builds directly on the work of Petersen ez al. (2018)
and extends it with the addition of cross-country
moderators.

Customer satisfaction. Customer satisfaction has
a long history in the marketing field and is re-
garded as an essential concept in both theory
and practice (Howard and Sheth, 1969). Oliver
(1997) describes it as a “fulfilment response’ (p. 13),
whereby customers judge whether a product or ser-
vice, or a particular feature of them, has provided
a level of fulfilment they find pleasurable. It is a
major focus of strategic marketing (Bond, Fink
and Ross, 2001) since it can enhance performance,
profitability and a firm’s unique selling point
(Anderson and Mittal, 2000; Helgesen, 2006; Otto,
Szymanski and Varadarajan, 2020; Yeung and
Ennew, 2000). While some marketing scholars have
argued that customer satisfaction is not a sufficient
indication of customer loyalty (e.g. Hallowell,
1996), others (e.g. Garbarino and Johnson, 1999)
place it among the factors driving motivation for
future relationships with brands. It has been shown
to positively affect purchase intentions (e.g. Ku-
mar, 2002), positive word-of-mouth (WOM) (e.g.
Parasuraman, Berry and Zeithaml, 1991; Para-
suraman, Zeithaml and Berry, 1988), profitability
(e.g. Anderson, Fornell and Mazvancheryl, 2004),
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customer retention (e.g. Mittal and Kamakura,
2001) and firm equity and value (e.g. Aksoy et al.,
2008).

At the national level, satisfaction has also been
shown to be an important factor in various
indicators. Its relationship with spending can be
moderated by factors such as income, education
and level of competition (Yeung et al, 2013).
Country-level differences can also drive variations
in satisfaction level (Ogikubo, Schvaneveldt and
Enkawa, 2009), while different layers influence
how customers perceive and react to past purchase
experiences, and how the economy contributes to
the satisfaction index (Morgeson et al., 2011).

Perceived service quality. Perceived service qual-
ity, one of the top three metrics used in fast-
moving consumer goods (Anselmsson and Bon-
desson, 2015), is defined as customers’ assessment
of the overall superiority or excellence of the
service they received (Zeithaml, 1988), reflecting
the gap between their expectations and their per-
ceptions of the actual performance levels they
experienced (Parasuraman, Zeithaml and Berry,
1985). One approach to measuring it is to use
SERVQUAL (Srinivasan, 2015), a multi-item scale
that measures the difference between expecta-
tions and perceptions (Zeithaml and Parasura-
man, 2004).

Increases in perceived service quality have been
linked to increases in a firm’s overall worth, influ-
encing profitability, market share, brand value and
stock value. For example, perceptions of quality
are positively related to shareholder and firm value
(Pahud de Mortanges and Van Riel, 2003; Srini-
vasan, 2015). Moreover, investors consider that ac-
tual brand quality is less important than percep-
tions of it (Frieder and Subrahmanyam, 2005).
Performance can also be improved by innova-
tion and quality assessment, whether as a result
of expert ratings of quality (Tellis and Johnson,
2007) or of customer responses to new products
(Srinivasan et al., 2009).

Loyalty intentions. Loyalty intentions occur
when customers are so committed to a product or
service that they disregard influences or marketing
efforts that might usually lead them to switch
brands (Joudeh and Dandis, 2018; Srinivasan,
2015). Largely impacted by customer satisfac-
tion (Anderson and Sullivan, 1993; Szymanski
and Henard, 2001), they have traditionally been
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measured through repurchase intentions and re-
peat purchases. Their significance was highlighted
by Gupta, Lehmann and Stuart (2004), who noted
that increasing customer retention by just 1%
could raise a firm’s value by 5%. Many CMMs can
be used to indicate consumer loyalty (Agustin and
Singh, 2005). Previous studies have noted their
positive connections with loyalty intentions (Szy-
manski and Henard, 2001) and loyalty behaviour
(e.g. retention, cross-purchase and wallet sharing)
(Kumar, Dalla Pozza and Ganesh, 2013; Petersen
et al., 2018).

In broad terms, customer satisfaction and per-
ceived service quality influence consumers’ evalu-
ation of their relationship with a firm; their experi-
ences and perceptions lead on to loyalty intentions;
and these, in turn, play a critical role in determin-
ing their willingness to engage with the firm in fu-
ture (Garcia-Fernandez et al., 2018; Joudeh and
Dandis, 2018).

Consumer spending

Consumer spending is the amount of money indi-
viduals and households spend on goods and ser-
vices (Lee et al., 2021; Voss, Godfrey and Sei-
ders, 2010), encompassing essential spending such
as rent and mortgage payments, and discretionary
decisions such as investments and house pur-
chases (Curtin, 1982). It is a fundamental con-
cept in economic theory and a significant factor in
an economy (Fornell, Rust and Dekimpe, 2010),
generally accounting for between half and two-
thirds of total economic expenditure (Nisar and
Prabhakar, 2017). Its significance in forecasting
and investment planning (Kourtesopoulou ez al.,
2019) makes it of interest to public policymak-
ers, investors and marketers (Fornell, Rust and
Dekimpe, 2010).

Since consumer spending can change direction
at any point (Muellbauer, 1994), influenced by fac-
tors as diverse as tax changes and the weather
(Gelardi, 2013; Murray et al, 2010), organiza-
tions may shun long-term marketing decisions in
favour of strategies that generate short-term sales
(Grande, 2006; Tzavlopoulos et al., 2019). These
continuous changes and developments, alongside
noticeable increases in disposable income, have
helped drive changes in the significance of and mo-
tivations for consumer spending (Dittmar, 2005;
Lee et al., 2021).

© 2022 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British
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Customer mindset metrics at the national level

While the literature contains a wealth of evidence
regarding the outcomes of CMMs for individual
brands and corporations, transferring this knowl-
edge to the national and international level is less
well understood. Cross-border trade in markets
with different cultures, languages and norms is
not just an operational and logistical challenge:
it also requires deep understanding of customers’
cultural needs, and ongoing evaluation of satis-
faction levels against customers’ needs and be-
haviours (Morgeson et al., 2011). Other national-
level influences such as socioeconomic factors,
economic structure and political-economic factors
also affect consumers’ perceptions, experience, sat-
isfaction and buying behaviour. Factors including
wealth, education, political influence and subcul-
ture may influence competition, policy and market
freedom (Morgeson et al., 2011).

Even measuring satisfaction in cross-cultural
environments is complex, since consumers with
broadly equivalent levels of satisfaction may not
respond uniformly to identical surveys (Iacobucci
et al., 2003; Smith and Reynolds, 2002; Steenkamp
and Baumgartner, 1998). Despite the complexities
involved, evaluating customer satisfaction is vital
for firms wishing to replicate domestic success in
cross-border contexts, given their constant quest to
increase sales and profitability (Cooper, 2019) and
to keep customers happy and loyal (Yee, Guo and
Yeung, 2015).

Hypothesis development

The relationship between CM Ms and consumer
spending

High levels of customer satisfaction have been
shown to increase loyalty, repurchase behaviours
(Gustafsson, Johnson and Roos, 2005) and sales
(Van Doorn, Leeflang and Tijs, 2013). Satisfied
customers are also more likely to have a lower
level of price sensitivity (Otto, Szymanski and
Varadarajan, 2020) and a higher degree of willing-
ness to pay (Homburg, Koschate and Hoyer, 2005).
Sales staff find it easier to encourage them to pur-
chase products or services (Mullins et al., 2014;
Petersen et al., 2018), including during online in-
teractions (Colicev et al., 2018). Highly satisfied
customers are also more likely to engage in
favourable WOM (Luo and Homburg, 2007). The

5

combination of favourable WOM and the quality
indicator often allows a firm to reduce its spend-
ing on marketing activities (Villanueva, Yoo and
Hanssens, 2008).

As noted in the literature review, the CMMs
of customer satisfaction, perceived service qual-
ity and loyalty intentions were selected as an
appropriate focus for the present study partly be-
cause of their direct relevance to consumer spend-
ing. For example, firms’ ability to encourage re-
purchasing is profoundly influenced by the degree
of customer satisfaction and loyalty (Gustafsson,
Johnson and Roos, 2005), while high CMM scores
based on customer perceptions of brand quality
can protect or improve the stability of cash flows
(Aaker and Jacobson, 1994; Petersen et al., 2018).
Strong metrics for brand attitude, perceived qual-
ity, customer loyalty and customer satisfaction
have also been shown to enhance sales, revenues,
profits and the components of shareholder value
(Srinivasan, 2015). In addition, CMMs are a use-
ful tool for predicting short-term customer spend-
ing (Baehre et al., 2021) and customer profitability
(Venkatesan et al., 2019).

Therefore, to confirm whether customer satis-
faction, perceived service quality and loyalty in-
tentions influence spending by consumers across
countries, the following hypotheses are proposed:

H1: Customer satisfaction is positively related to
consumer spending across different societies.

H?2: Perceived service quality is positively related
to consumer spending across different societies.

H3: Customer loyalty intentions are positively re-
lated to consumer spending across different soci-
eties.

Moderating cross-country effects

This study examines the moderating role of four
major cross-country variables in the relationships
between CMMs and consumer spending: culture
(i.e. survival vs. self-expressive and traditional vs.
secular-rational societies); socioeconomic factors
(i.e. education and per capita income); economic
structure (i.e. service economy); and political econ-
omy (i.e. trade freedom and business freedom).
These choices are based on prior cross-country re-
search that examined the effects of customer satis-
faction at the national level (e.g. Morgeson et al.,
2011; Yeung et al., 2013).

© 2022 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British
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Culture. Culture has been defined as ‘the collec-
tive programming of the mind which distinguishes
the members of one group or category of peo-
ple from those of another’ (Hofstede, 1994, p.
4). Tt shapes individuals’ beliefs, norms and val-
ues, as well as who they are as consumers (Pizam
et al., 1997), influencing areas such as customer
satisfaction and perceptions of quality (Reimann,
Liinemann and Chase, 2008). Its particular rele-
vance to satisfaction is driven by factors including
its connection with consumer expectations (Don-
thu and Yoo, 1998) and individuals’ willingness to
report dissatisfaction (Crotts and Erdmann, 2000)
or make a complaint (Liu and McClure, 2001).

Hofstede’s (1983) study, which proposed five di-
mensions for cross-cultural research, has been the
basis for many marketing studies. However, it has
a number of limitations, including the date or pe-
riod of the data collection and the fact that it fo-
cuses only on a particular number of countries
(Morgeson et al., 2011). Inglehart and Baker’s
(2000) alternative set of dimensions, including sur-
vival vs. self-expressive societies and traditional vs.
secular-rational societies, have subsequently been
tested in studies with extensive datasets (Aksoy
etal.,2013; Morgeson et al.,2011), and were there-
fore adopted for the present study.

Survival vs. self-expressive societies. The sur-
vival vs. self-expression aspect of society is closely
connected to the conversion of industrial soci-
eties to post-industrialization. According to In-
glehart and Baker (2000), societies with high sur-
vival values are likely to have low levels of health,
wealth, physical security, subjective well-being and
interpersonal trust, while the reverse is typically
true in societies with high levels of self-expression
values. Although disputed, it has been asserted
that this difference probably affects customer ex-
perience and satisfaction levels in particular soci-
eties (Yeung et al., 2013). For example, researchers
have noted that consumers in self-expressive soci-
eties are more likely to convey much higher lev-
els of satisfaction than those in survival societies
(Morgeson et al., 2011). Since self-expressive so-
cieties have a much higher level of interpersonal
trust, they have much more effective consumer in-
teractions, which allows positive WOM to be a
more prominent driver of purchases.

Consumers in self-expressive societies are also
far more inclined to pay for services that leave
them satisfied, since they place greater emphasis

A. Shaalan, G. Agag and M. Tourky

on subjective well-being and quality of life, while
those in survival societies focus more on economic
and physical security (Inglehart and Baker, 2000).
Moreover, in self-expressive societies, shopping is
often a leisure and lifestyle activity rather than a
means of purchasing basic necessities (Dittmar,
2000), and consumption is seen as capable of satis-
fying needs (Watson, 2003), or even counteracting
personal issues such as low self-esteem (Chatterjee
and Farkas, 1992). Therefore, we propose:

H4: The CMMs of customer satisfaction, per-
ceived service quality and loyalty intentions are
more significant predictors of consumer spend-
ing in self-expressive societies than in survival so-
cieties.

Traditional vs. secular-rational societies. As
many societies around the world shift away from
traditional values towards secular—rational frame-
works, numerous differences between the two mod-
els have been identified. Individuals in traditional
societies generally take a passive stance, follow a
hierarchical societal structure (Aksoy et al., 2013),
appreciate conformity rather than individuality
(Inglehart and Baker, 2000) and are expected to ex-
hibit similar behaviours in daily life, including con-
sumption (Morgeson et al., 2011). They are also
more likely to be influenced by firms and to more
readily accept their endeavours to enhance cus-
tomer satisfaction levels, increasing customer loy-
alty in the long term (Aksoy et al., 2013).

In contrast, members of secular-rational soci-
eties are more inclined to cherish individualism, to
express their opinions freely and to be less con-
fined by traditional social structures. Consumers
in these societies are more likely to be sceptical
of firms’ marketing activities, reject conformity
and form personal, independent judgements (Ak-
soy et al., 2013). This suggests they are less likely
to be influenced by business activities designed to
enhance customer satisfaction, making these ef-
forts less effective and, in turn, potentially weak-
ening loyalty intentions. Morgeson et al. (2011)
suggested that consumers in secular societies had
lower satisfaction levels than those in traditional
societies. On the basis of this discussion, we there-
fore propose:

H5: The CMMs of customer satisfaction, per-
ceived service quality and loyalty intentions
are more significant predictors of consumer

© 2022 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British
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spending in traditional societies than in secular—
rational societies.

Socioeconomic factors. Education and per capita
income were chosen as the means of investigating
the role of socioeconomic factors as a moderator
in the conceptual model, firstly because they re-
flect cross-country differences in the relationship
between satisfaction and spending at the country
level, and additionally since they can be influ-
enced by policymakers. Differences between so-
cioeconomic groups heavily influence satisfaction
levels, even when the same purchase has been
made (Bryant and Cha, 1996). It is therefore use-
ful to understand the extent to which cross-country
differences in these factors influence repurchase
behaviours, since this has the potential to guide
marketing activities, corporate strategy and na-
tional policy when seeking to increase consumer
spending.

Education. Yeung et al. (2013) identified an
inverse relationship between educational attain-
ment and satisfaction: the higher the level of a
consumer’s education, the lower the level of sat-
isfaction. There is still a lack of understanding of
whether high satisfaction from less-educated con-
sumers results in greater purchase behaviours, al-
though some studies have been developed around
this topic. Mittal and Kamakura (2001) found that
more highly educated consumers were less likely to
repurchase than less-educated consumers with the
same satisfaction level, also noting that ‘consumers
with higher education could have greater ability to
search and are cognizant of superior alternatives
in the market’ (p. 139). Capraro, Broniarczyk and
Srivastava (2003) showed that the strongest pre-
dictor of customer satisfaction was the amount
of knowledge and information that the consumer
gained with regard to alternatives. These connec-
tions, although applied in studies at an individual
level, generally apply at the aggregate level too.

Overall, the main findings in the literature sug-
gest that the more educated consumers are, the
more likely they are to be successful in assessing
and examining alternative products and firms and,
therefore, their knowledge of external information
outweighs their satisfaction when considering their
purchases. Thus, we propose:

H6: The CMMs of customer satisfaction, per-
ceived service quality and loyalty intentions be-
come more significant predictors of consumer

7

spending as the society’s level of education de-
creases.

Per capita income. Regarding the significance
of per capita income to consumers’ satisfaction
levels, prior studies have found that customers
with higher incomes are harder to satisfy, a phe-
nomenon attributed to their tendency to be more
judgemental about the products and services they
use (Anderson, Pearo and Widener, 2008; Bryant
and Cha, 1996). Morgeson et al. (2011) found sim-
ilar results at the national level, concluding that a
lower level of satisfaction with goods and services
was felt by consumers from societies with a higher
per capita income, and noting that ‘consumers, as
their wealth grows with the nation’s economy (over
long periods), gradually become more demanding’
(p. 212). In addition, Seiders et al. (2005) found
that income had a significant positive impact on
consumer spending and repurchase attitude.

According to Fornell, Rust and Dekimpe (2010),
it can be assumed that if consumers have less dis-
posable income, this may affect their level of sat-
isfaction with past purchases. This suggests that
satisfaction levels can be used to forecast whether
consumers have a higher or lower income. Those
with lower incomes are more likely to be persuaded
to buy items that are discounted or on promo-
tion, as they are more price-driven in their pur-
chases. For this reason, it seems rational to sug-
gest that consumers with lower incomes rank price
as more important than past experiences, and con-
versely that consumers with higher incomes place
less importance on price and more on the hedonic
and functional utility of their purchases. It is also
reasonable to assume that for higher-income con-
sumers, past experiences are extremely important
to their future purchases. Given that this assump-
tion should be extendable from the individual to
the aggregate level, we propose:

H7: The CMMs of customer satisfaction, per-
ceived service quality and loyalty intentions be-
come more significant predictors of consumer
spending as the society’s per capita income
increases.

Economic structure. This paper’s examination
of how economic structure influences customer
spending focuses on the differences between
economies in which the service sector is more dom-
inant and those where manufactured goods are
pre-eminent. Changes in structure are a common
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characteristic of the economic lifecycle and signif-
icantly impact the economic landscape, especially
GDP (Canh and Thanh, 2020; Yeung et al., 2013).
For example, a nation transitioning into or out of
manufacturing and production could be expected
to have either a shortage or surplus of labour.
Therefore, firms that understand economic struc-
ture are better placed to understand a country’s
economic performance and forecast individual
levels of spending (Constantine, 2017; For-
nell, Rust and Dekimpe, 2010) and satisfaction
(Ramasamy and Yeung, 2010; Yeung et al., 2013).

It should be noted that the intangibility of
services makes them harder to measure and test
(Gronroos, 1990): they require particular aspects,
such as personnel and customization, to meet indi-
vidual requirements and thereby ensure customer
satisfaction (Anderson, Fornell and Rust, 1997).
While consumers buying goods find it relatively
easy to make pre-purchase quality assessments
through samples, reviews and brochures, service
offers are much harder to assess (Edvardsson et al.,
2000) and the communication and proposition
process is more complicated (Groénroos, 1990).
This increases the influence of consumers’ previ-
ous experience and their reference to group expe-
riences. Consequently, we propose:

H8: The CMMs of customer satisfaction, per-
ceived service quality and loyalty intentions are
more significant predictors of consumer spend-
ing in a service-dominant economy than in a
goods-dominant economy.

Political economy. Differences in states’ political
economy, such as their economic freedom, politi-
cal systems, institutions and history, affect the risks
and opportunities in international markets. Eco-
nomic freedom encompasses both trade freedom
(i.e. the lack of barriers to international trade such
as tariffs, customs duties and non-tariff obstacles)
and business freedom (i.e. the absence of domes-
tic obstacles in the form of laws and regulations,
creating a context in which local business growth
is protected and encouraged) (Heritage Founda-
tion, 2021). Trade freedom has been the main focus
of studies on customer satisfaction (e.g. Morgeson
et al.,2011; Yeung et al., 2013).

Some previous studies (e.g. Johnson, Her-
rmann and Gustafsson, 2002; Seiders et al., 2005)
have suggested a connection between market-
place attributes and customer satisfaction. Firms
operating in free markets normally have more

A. Shaalan, G. Agag and M. Tourky

opportunities to satisfy their consumers (Johnson,
Herrmann and Gustafsson, 2002), including
through the wider range of products and services
available (Morgeson et al., 2011). Economic free-
dom also positively influences the relationship
between customer satisfaction and repurchase be-
haviour (Seiders et al., 2005). Countries with low
economic freedom will have fewer firms and prod-
ucts, meaning that purchase decisions are based on
the limited choices available rather than satisfac-
tion, and that consumer spending based on satis-
faction cannot be accurately determined. However,
the increased choice and competition in countries
with higher economic freedom gives firms more
incentives to maintain high levels of satisfac-
tion, for example through loyalty programmes
and building long-term relationships, which
will increase repurchase behaviour (Johnson,
Herrmann and Gustafsson, 2002; Seiders et al.,
2005). Therefore, we propose:

H9: The CMMs of customer satisfaction, per-
ceived service quality and loyalty intentions are
more significant predictors of consumer spend-
ing in societies with higher trade freedom than in
societies with lower trade freedom.

HI10: The CMMSs of customer satisfaction, per-
ceived service quality and loyalty intentions are
more significant predictors of consumer spend-
ing in societies with higher business freedom than
in societies with lower business freedom.

Data and method
Sample

The data for this study was drawn from five
sources: the World Values Survey (WVS), Eu-
romonitor, the European Customer Satisfaction
Index (ECSI), the World Bank World Develop-
ment Indicators and European Commission con-
sumer surveys. The analysis covers the 20-year pe-
riod from 2000 to 2019 inclusive in 10 countries:
Belgium, Denmark, France, Germany, Greece,
Italy, Portugal, Spain, Sweden and the UK. These
countries were selected because the necessary data
was available for at least a 3-year period.

These five sources contain huge volumes of
data which, when combined, provided sufficient
depth and breadth for our purposes. For exam-
ple, the first annual wave of the ECSI survey in
2000 involved more than 120,000 interviews in 15
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countries. The data drawn from it represents
customers of 105 firms across 10 industries
(banking, fixed telecoms, energy, gasoline, travel
agencies, holiday parks, airlines, supermarkets,
department stores and online booking). These
industries were present in all countries, allow-
ing for regional aggregation. By 2019, the sur-
vey had expanded to 1,200,000 respondents
in 18 countries. Data on consumer confidence
was drawn from the European Commission
surveys, with monthly averages aggregated to
achieve annual figures and to be in line with an-
nual CSI data. The Euromonitor database was
used to obtain data on debt (DEBT), personal
disposal income (PDI), inflation (ACPI) and
personal consumption expenditure (PCE). Several
measures were adopted to enhance comparabil-
ity and research equivalence between countries
(Smith and Reynolds, 2002).

Measures

To measure the three independent variables (i.e.
customer satisfaction, perceived service quality
and loyalty intentions), we used techniques sim-
ilar to those employed in past research (e.g.
Umashankar, Bahadir and Bharadwaj, 2021).
When multiple brands were represented in the
database, their scores were averaged to create a
firm-level annual score.

The dependent variable, consumer spending,
was defined as total personal expenditure on goods
and services in the domestic market and was mea-
sured in constant US dollars. This is consistent
with prior research (e.g. Agag and Eid, 2020; Ye-
ung et al., 2013). The relevant data was sourced
from Euromonitor.

Regarding the moderators, the cultural variables
(i.e. survival vs. self-expressive and traditional
vs. secular—rational societies) were conceptualized
in accordance with Inglehart and Baker (2000),
based on national-level factor loadings from the
study’s case-level principal component factor anal-
ysis. Each indication has five survey questions. The
factor loadings that result represent low-to-high
outcomes for each nation, ranging from ‘tradi-
tional’ (low) to ‘secular—rational’ (high) and from
‘survival’ (low) to ‘self-expression’ (high). The nec-
essary data was sourced online from the WVS.
Regarding economic freedom, data on trade and
business freedom was sourced online from the Her-
itage Foundation’s Index of Economic Freedom.

9

The measures for the independent variables, de-
pendent variable and moderators are summarized
in Table 1, along with the data sources used.

Analysis techniques

This study employed panel data modelling tech-
niques, drawing together samples from several
countries over a specific time period. These tech-
niques offer many benefits: they provide suf-
ficiently comprehensive data to cope with all
the possible eventualities of a time-series model;
they permit heterogeneity to be addressed; and
they allow the controlling of time-invariant and
individual-specific variables. Furthermore, they
provide less collinearity and greater variability
among the research variables, enable accurate con-
sideration of country-specific heterogeneity and
minimize biased results by combining the coun-
tries into groups. They were advantageous to the
present study by increasing estimation efficiency.
Using them to estimate the common relation-
ships across countries allowed us to determine the
country-specific effects, which in turn helped in
controlling any unobserved variables (Judson and
Owen, 1999).

The use of panel data therefore enabled bet-
ter control of time-invariant variables that might
otherwise have affected the consumption variable.
Most importantly, there was a need for a suffi-
ciently lengthy national data time series to gain
a precise estimate of the relationship between
CMMs and consumer spending within that coun-
try. Panel data modelling techniques currently of-
fer the only means to achieve this. Some prior stud-
ies (e.g. Kao, 1999; Phillips and Moon, 1999) have
also noted that they help to mitigate any spurious
regression problems. Furthermore, the variance in-
flation factor for all the variables was below the
cutoff value (10) (Hair ez al., 1992), indicating that
there were no collinearity issues between the fac-
tors and thus validating the efficiency of the esti-
mation.

Analysis and findings

We tested the panel data for the presence of a
unit root in all the study constructs using Im, Pe-
saran and Shin’s (2003) technique. Table 2 presents
the results and indicates whether each 1(1) con-
struct was co-integrated with consumer spending

© 2022 The Authors. British Journal of Management published by John Wiley & Sons Ltd on behalf of British
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Table 1. Measures and definitions

A. Shaalan, G. Agag and M. Tourky

Variable

Measures/definitions

Source

European Customer
Satisfaction Index (ECSI)

Personal consumer spending
(PCS)

Personal disposable income
(PDI)

Debt (DEBT)

Trade freedom (TRAD_FREE)

Business freedom
(BUSS_FREE)

ECSI is based on a microeconomic model that considers causal
relationships among a set of antecedents of customer
satisfaction. It considers customer satisfaction to be a
cumulative experience rather than the result of recent
transactions, and has been built to be compatible with other
national satisfaction barometers (Ekl6f, Hackl and Westlund,
1999). It is currently under the management of the European
Foundation for Quality Management, the European
organization for quality and the academic network
International Foundation for Customer Focus (see Ekl6f and
Selivanova, 2008; Eskildsen and Kristensen, 2007 for further
description and methodology). Ekl6f and Westlund (2002)
suggest that the ECSI is based on a thorough analysis of
theory and an implementation of best practice methodology
of data collection, measurement and analysis. It uses survey
data, collected by telephone interviews, to create latent
variables — for example, customer expectations, perceived
product quality, customer loyalty, perceived service quality,
perceived value and corporate image — to compute the
customer satisfaction measurement. Moreover, it is a
well-structured method to measure customer satisfaction

PCS is defined as total personal expenditure on goods and
services in the domestic market and is measured in constant
US dollars. It was sourced from Euromonitor

PDI refers to disposable income, which is defined as gross income
minus social security contributions and income tax and is
measured in constant US dollars (in per capita values)

DEBT is defined in this study as the proportion of non-mortgage
households to total households in country i at time t

Trade freedom is defined as an absence of obstacles to
international commerce (such as tariffs and non-tariff
barriers) and is scaled from 0 to 100, with a higher score on the
scale indicative of a market more open to free trade and
international commerce

Business freedom is defined as an absence of regulations
(concerning opening a business, closing a business, obtaining
licences, etc.) that impact entrepreneurship and impede
internal private sector growth. This variable is also scored on a
0 to 100 scale, with a higher score indicating fewer government
regulations and greater business freedom

Eklof and Selivanova (2008);
Eklof and Westlund
(2002); Ekl6f, Hackl and
Westlund (1999); Eskildsen
and Kristensen (2007);
Yeung et al. (2013)

Agag and Eid (2020); Yeung
et al. (2013)

Agag and Eid (2020); Yeung
et al. (2013)

Agag and Eid (2020); Yeung
et al. (2013)

Morgeson et al. (2011);
Yeung et al. (2013)

Morgeson et al. (2011);
Yeung et al. (2013)

as a dependent construct. The results showed that
consumer spending (CSP), PDI, loyalty (LOY),
perceived service quality (SQU) and CSI were
1(1), while the other constructs were 1(0)." West-

'Consumer confidence was found to be I(0), and not con-
sistent with Lemmens, Croux and Dekimpe (2007). This
may be due to differences in the data, methodology, sam-
ple period and countries. Our analysis was based on (com-
puted) yearly panel data covering the period from 2000
to 2019 and panel data techniques that aimed to increase
the power of unit root tests based on a single time se-
ries, whereas Lemmens, Croux and Dekimpe’s analysis
was based on monthly data from Nov. 1995 to Feb. 2004.

erlund’s (2007) P; and P, tests were used to check
whether the 1(1) regressors (LOY, SQU, CSI and
PDI) were co-integrated with CSP. While PDI and
CSP were co-integrated, there was no long-run
co-integration between LOY, SQU, CSI and CSP.
These findings guided us in developing the model.

As the links between PDI and CSP were statis-
tically co-integrated, we built our long-run spend-
ing model in Equation (1) using fixed effect and
panel data, as suggested by prior research (e.g.

Furthermore, their unit root tests were carried out sepa-
rately for each selected country.
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Table 2. Summary statistics, unit root and co-integration tests

11

Variable Minimum Maximum Mean Std dev. IPS test” (level/first difference) Co-integrationb
CSI 71.0 88.19 76.42 4.05 —0.0069/—6.2871%** —4.516/—1.753
LOY 69.34 91.21 79.40 4.83 —0.0072/—7.4038*** —5.903/—-1.951
SQU 77.08 86.49 73.01 4.69 —0.0063/—7.0821%%** —4.390/—1.645
CSp 6,415.28 39,510.36 21,329.48 9,027.16 —0.5710/—3.4176%** NA

CCI —32.18 26.08 —6.32 18.71 —1.7081*/NA NA

PDI 8,945.30 35,680.31 19,347.28 8,403.53 —0.1956/—5.5902*** —5.980%*/—4.933%*
ACPI -2.73 14.38 4.03 3.012 —6.9620%**/NA NA

DEBT 0.17 0.84 0.49 0.26 —3.0287**/NA NA

Notes: *** ** and * denote significance at 1%, 5% and 10%, respectively.

*IPS test (level/first difference); for level data that were found to be stationary, the corresponding differenced data was not tested for

the presence of a unit root.

Co-integration with PCE using Westerlund’s (2007) panel co-integration test P; and P, statistics.

Abeysinghe and Choy, 2004; Yeung et al., 2013),
as follows:

CSP;; = (i + Uy) + ByPDI; (1

where «; (i = 1, ..., 10) is the unknown intercept
for each country; u; represents the error term; i
describes country; and t demonstrates time. Based
on the co-integration and unit root results, the
short-run dynamics of customer loyalty (ALOY),
perceived service quality (ASQU), customer
satisfaction (ACSI), ACPI, CCI and DEBT were
integrated into the consumer spending model. Our
study employed ACPI, CCI and DEBT as control
factors (e.g. Agag and Eid, 2020; Fornell, Rust
and Dekimpe, 2010; Yeung et al., 2013). We used
difference Equation (2) to guide our study analysis
as follows:

ACSPy = (Vi +e&i) + B,APDLi; + B;ECTjiy
+8ACSI_; + SALOY 1 + §ASQUj_;
+6CClI;_; +ﬂ4ACPIi1_1 +/35ADEBT51_1 (2)

where V; (i = 1, ..., 10) is the unknown intercept
for each country; ¢;; refers to the error term; ACSP
is the change in consumer spending; APDI is the
change in personal disposable income; ECT rep-
resents the error-correction term; ACSI refers to
the change in consumer satisfaction; ALOY refers
to the change in customer loyalty; ASQU is the
change in service quality; CCI is customer confi-
dence level; ACPI is inflation; and DEBT is debt.

All the constructs in Equation (2) were station-
ary. Moreover, it is believed that Equation (2) ex-

presses the consumption function correctly.” We
compared different models to examine the extent
to which they fitted and complied with the theo-
ries of consumption. We believe that Equation (2)
demonstrates the function of consumption appro-
priately, which was demonstrated as being empiri-
cally successful for the UK and US (Spanos, 1989).
We conducted different tests to select the best esti-
mator to estimate Equation (2). A Lagrange mul-
tiplier test (Breusch and Pagan, 1980) and a Haus-
man test were conducted to evaluate the various
estimators (e.g. ordinary least squares, fixed effects
and random effects). Our results revealed that fixed
effects was the best estimator, with a value of 14.83
(P = 0.013). Table 3 shows the correlations be-
tween the study variables.

The fitted model proposed that all the indepen-
dent variables had a significant effect at the 5%
level. According to the principle that the effects
of independent factors are solely within cluster ef-
fects in a fixed effects model (Bartels, 2008), the re-
sults indicated that for a specific country, as ACSI,
ALOY and ASQU increased by one unit, CSP in-
creased by 62.48, 41.63 and 49.13 units, respec-
tively, with both country influences and control
factors constant. Furthermore, as CCI increased
by one unit, CSP increased by 21.04. All the factors
explained 64% of the variance in ACSP. As Yeung
et al. (2013) note, “The Jarque—Bera test statistics
do not reject the null hypothesis that errors are nor-
mally distributed’ (p. 412). Note that the reported

2Yeung et al. (2013) note that ‘the lagged consumption
growth was considered as a RHS variable but the inclu-
sion of it turns the error-correction term to positive, that
is, inconsistent with consumption theories’ (p. 411).
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Table 3. Correlations for model variables

A. Shaalan, G. Agag and M. Tourky

1 2 3 4 5 6 7 8 9 10 11 12 13

1 Consumer - - - - - - - - - - - - -
spending

2 Customer 0.39: - - - - - - - - - - - -
satisfaction

3 Perceived 0.53%%  0.14% - — — — — — - - - - -
service quality

4 Loyalty 0.19x 0.12x 0.16x - - - - - - - - - -
intentions

5 Service 0.04 0.45%«  0.09 0.23x — — — — — — — — -
economy

6 Survival vs. 0.24x%«  0.09 0.12«  0.08 0.615%x - — — - - - - -
self-expression

7 Traditional vs. 0.08 —0.16x 0.31x+ 0.11x 0.08 0.27x — — — — — — —
secular

8 Education 0.475%  0.23%x  0.47«x 0.06 0.26%x 0.16%  0.41xx - - - - - -

9 Per capita —0.06 —0.19% 0.21%% 0.36%% 0.13%+ 0.07 0.06 0.08 - - - - -
income

10 Trade freedom —0.11%  —0.26+%  0.50%% 0.09 0.34%x 0.05 0.34%x 0.04 0.4 15 - - - -

11 Business 0.05 —0.40%%  0.29%x 0.05 0.08 0.02 0.10x  0.24%x 0.09 0.45%x - - —
freedom

12 Consumer 0.23#x  0.07 0.08 0.24%% 0.05 0.43%x  0.62%x 0.07 0.02 0.14%  0.27%= - -
confidence

13 DEBT —0.05 —0.06 —0.09 0.07 0.12%  0.26xx 0.07 0.19%  0.25%x 0.07 0.01 0.21%%  —

14 CP1 —0.13% 0.09 0.21%x 0.07 0.09 0.04 0.11%  0.15%  0.13%  0.19%  0.39%+ 0.08 0.14x

Notes: **p < 0.01; *p < 0.05.

intercepts are the average of country-specific inter-
cepts. Table 4 shows the variable estimations.

The predictability of the independent vari-
ables and the lag structure of ACSI were ex-
amined using the methodology suggested by Ra-
masamy and Yeung (2010). ACSP was regressed
on variant lags of ACSI, ALOY and ASQU and
considered the changes in the link when account-
ing for the influence of the fundamental control
factor. Table 5 shows that ACSP was regressed
on ACSI, ALOY and ASQU, and lagged ACSIs,
ALOYs and ASQUs. We considered three lags:
ACSI, ALOY and ASQU had a significant effect
for the three lags. Table 5 also indicates that ACSI,
ALOY and ASQU had a significant effect for the
three lags when the control factor and its lags were
added. The analysis revealed that CSI, LOY and
SQU were good predictors of CSP, and their in-
fluence retained significance even when more lags
were added. Therefore, H1, H2 and H3 were sup-
ported.

In Equation (3) we tested moderating cross-
country effects by adding a moderating variable to

Equation (2) as follows:

ACSPy = (o + Uy) + B1APDI; + B,ECTy;
+8ACSI ) + §ALOY 1 + §ASQUj_;
46CClL_, + f,ACPL,_, + B,ADEBT;,_,
+BsMFii—1 + Bs(MFii_1 ACSL;i—1)
+B;(MF;-1 ALOY(—1)
+Bs(MFii_1 ASQUi_1) (€)

where MF;,_| represents the moderating variable

and MFitfl X ACSIit,l, MFitfl X ALOYi[,l and
MF;;_; x ASQUj_; are the interacting factors. In-
teraction terms detection was examined using the
procedures developed by Cox (1984), which test
the significance of the interaction terms one at a
time to avoid over-fitting. A possible collinearity
issue was examined owing to the inclusion of all
the interacting terms into one equation. The re-
sults indicated that collinearity was not a concern.
Table 6 shows the conceptualization of the moder-
ating factors and the data sources.
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Table 6. Moderating factors of cross-country differences

A. Shaalan, G. Agag and M. Tourky

Symbol Moderating factor Description Source

SERV Proportion of the Proxy for the differences in terms of economic structure World Bank World
service sector in Development
GDP Indicators

PDI Income per capita Disposable income measured as gross income minus social World Bank World
(proxy for security contributions and income tax, in constant US Development
socioeconomic dollars (in per capita values) Indicators
differences)

EDU Education levels Proxy for socioeconomic differences, measured by the World Bank World
proportion of the country’s labour force with only primary Development
education Indicators

SURV Survival vs. Proxy for cultural differences among countries, measured World Values Survey

self-expression based on a battery of questions as per Inglehart and
values Welzel (2005)
TRAD Traditional vs. Proxy for cultural differences between countries, measured World Values Survey
secular-rational based on a battery of questions as per Inglehart and
Welzel (2005)
FREE Economic freedom Proxy for political-economic differences. Similar to Heritage Foundation

Morgeson et al. (2011), we use trade freedom
(TRAD_FREE) and business freedom (BUSS_FREE) to
represent economic freedom

All the study variables except APDI are fac-
tors that rarely change. Thus, neither random nor
fixed effects estimators were appropriate for exam-
ining these estimations. We used a panel fixed ef-
fects regression method, which controls for time-
invariant factors (Plumper and Troeger, 2007).
Table 7 sets out the moderating factors estimations
using Equation (3), showing that the link between
changes in the CMMs and changes in consumer
spending was positively moderated by SECU,
EDU, SERV, TRAD_FREE and BUSS_FREE,
while SURV had a negative influence on these rela-
tionships. Furthermore, per capita income had no
influence on the link between the three CMMs and
consumer spending. Thus, HS5, H6, H8, H9 and
H10 were supported, but H4 and H7 were not.

Our findings, as shown in Table 7, therefore
suggest that the CMMs of customer satisfaction,
perceived service quality and loyalty intentions
have a stronger influence on consumer spending
in societies that have low self-expressive values
(H4), a traditional basis (H5), a less well-educated
population (H6), a dominant service sector (HS)
and a freer economy (H9 and H10). On the ba-
sis of prior research, we hypothesized that in self-
expressive cultures, these CMMs would have a
positive influence on consumer spending. Our find-
ings, however, show that the interaction factor has
a negative coefficient (significant at the 5% level).
Indeed, our results indicate significant negative co-

efficients, suggesting these CMMs negatively af-
fect consumption expenditure to a greater degree
in self-expressive societies (—52.897**, —38.512**
and —61.894** respectively) than in survival soci-
eties (—61.903**, —40.721** and —71.034***, re-
spectively). In contrast, our suggestion that the
relationship between the CMMs and consumer
spending would be stronger in traditional soci-
eties was supported by significant positive coeffi-
cients (36.94** 22.56** and 46.90**, respectively),
which were higher than for secular—rational soci-
eties (21.38%, 19.40* and 32.80*, respectively). We
also hypothesized, based on prior research, that
the CMMs would positively affect spending in so-
cieties with higher per capita income. However,
the coefficient findings (0.035, 0.048 and 0.061,
respectively) suggest that the interacting variable
(per capita GDP) had no effect; the justification
for this result is provided in the discussion sec-
tion. Next, regarding our suggestion that the rela-
tionship between the CMMs and consumer spend-
ing would be stronger in societies with a dominant
service sector, this was supported by more sig-
nificant positive coefficients (4.297*, 2.084* and
6.403*, respectively) in these economies than in
goods-dominant economies (2.306*, 1.710* and
4.015%, respectively). Finally, we suggested that
political-economic factors (trade and business
freedom) moderated the link between the CMMs
and consumer spending. The significant positive
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coefficients confirm that this link is stronger in na-
tions with higher trade freedom (18.346*, 11.238*
and 14.709*, respectively) than in those with lower
trade freedom (14.209%*, 10.236* and 12.367%*, re-
spectively), and in countries with higher business
freedom (32.904**, 27.503* and 39.064**, respec-
tively) than in those with lower freedom (27.315%*,
22.180* and 31.206**, respectively).

Discussion

Our findings suggest that all three CMMs had
their strongest influence in service-dominant
economies. We therefore concur with Edvardsson
et al. (2000) that the positive effect of customer
satisfaction on revenue growth is more significant
in service than in manufacturing sectors.

Regarding our finding of a weaker relationship
between the CMMs and consumer spending in
countries with higher education levels, and a neg-
ative association between education and loyalty
levels, this may be because better-educated cus-
tomers can obtain more information when con-
sidering purchases, thereby altering the likelihood
of past satisfaction translating into loyalty inten-
tions, as observed by Bae, Russell and Rego (2011).
This more sophisticated use of information and
choices indicates that consumption history ceases
to be a strong determinant of future purchase de-
cisions for more highly educated customers, sug-
gesting difficulty in transforming satisfaction into
increased consumption in nations with higher ed-
ucation levels.

Several unanticipated outcomes also emerged
from our findings. For example, on the basis of
prior research, we had hypothesized that CMMs
would positively influence consumer spending
in self-expressive cultures; however, our results
showed a negative coefficient for this interaction
(significant at the 5% level), indicating that the re-
lationship between CMMs and consumer spend-
ing was actually lower in nations with strong
self-expressive values. This phenomenon may be
explained by the greater emphasis on individual-
ism in societies with higher self-expression values
and on collectivism in survival value-driven soci-
eties (Inglehart and Oyserman, 2004), and by the
stronger link between customer satisfaction and
loyalty in collectivist societies (e.g. Jin, Park and
Kim, 2008; Liu, Furrer and Sudharshan, 2001).
Similarly, our hypothesis that CMMs become
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more significant predictors of spending as per
capita income increases was not supported. This
finding is inconsistent with Seiders ez al. (2005) but
highlights the complex interplay between income
and spending. For example, higher income tends
to outstrip increased consumption, with psycho-
logical factors playing a part (e.g. Keynes, 1936
[2009]; O’Donnell, 2018; Ramya and Ali, 2016),
while consumption increases at a higher rate than
income as individuals use loans, credit cards and
overdrafts to make purchases designed to main-
tain or enhance social status and satisfy personal
desires (Barba and Pivetti, 2009). The income-
consumption relationship is strongest in low and
high-income countries (with savings and credit in-
fluencing spending levels in the latter) and less sig-
nificant in middle-income countries (Diacon and
Maha, 2015), while willingness to buy (Katona,
1960) is impacted by individualistic factors includ-
ing attitudes, predicted income and general eco-
nomic mood. In any event, our finding should be
interpreted carefully: it would be implausible to in-
fer that policymakers should lower per capita in-
come to raise customer satisfaction.

Finally, our finding that the political-economic
variables (i.e. trade and business freedom) moder-
ated the link between CMMs and consumer spend-
ing confirmed both classical economic theory and
contemporary accepted wisdom, which is consis-
tent with Morgeson et al. (2011).

Conclusion and implications

This study used panel data modelling techniques
to examine how three CMMs — customer satisfac-
tion, perceived service quality and loyalty inten-
tions — influence consumer spending at the macro
level, and how this relationship is moderated by
cross-country differences. In a series of significant
findings, we demonstrate that CMMs are signifi-
cant predictors of consumer spending, whose ef-
fects vary between countries as a result of specific
differences in culture, socioeconomic factors, eco-
nomic structure and political-economic elements.
As well as showing that CMMs play a critical role
in significantly boosting consumer spending in all
10 countries studied, our findings suggest that they
influence consumer spending more heavily in so-
cieties with a dominant service sector, a less well-
educated population, low self-expressive values, a
traditional basis and a freer economy.
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These findings, which address a severe lack of
knowledge on the overall relationship between
CMMs and consumer spending at the macro
level, have important implications at the theoret-
ical level, as well as for practitioners and policy-
makers.

Theoretical implications

In terms of theoretical contributions, this study
first sheds light on the interplay between CMMs
and consumer spending, not only demonstrating
the significance of the link and the presence of
cross-country differences, but also uncovering the
factors behind these variances. Specifically, our
findings enhance understanding of which par-
ticular metrics influence consumer spending at
the macro level. By studying the links between
spending and the CMMs of customer satisfaction,
perceived service quality and customer loyalty in-
tentions, using panel data modelling techniques,
we have advanced understanding of the interplay
between them in cross-country contexts. We have
demonstrated that their influence is particularly
strong in relation to culture (i.e. in societies with
higher survival values), socioeconomic factors (i.e.
in societies with lower education levels), economic
structure (i.e. in economies with a dominant ser-
vice sector) and political-economic factors (i.e. in
countries with high trade and business freedom).

Second, our study contributes significantly to
moving beyond Hofstede’s (1983) cross-cultural
dimensions — thereby avoiding the shortcomings
in his methodology — by applying Inglehart and
Baker’s (2000) dimensions. When compared to
Hofstede’s cultural dimensions, some of the ben-
efits of this dataset — such as the regularity with
which it is updated, the lower number of variables
(which reduces the risk of multicollinearity) and
its availability across all countries — should appeal
to future researchers. Overall, by examining a mix-
ture of constructs and testing them in different
contexts, we offer a theoretical lighthouse for fur-
ther investigation.

Third, our empirical findings extend the work of
Fornell, Rust and Dekimpe (2010) and Ramasamy
and Yeung (2010) to another significant economic
territory, as well as testing the impact of additional
moderators including culture (i.e. traditional vs.
secular—-rational) and political economy (i.e. trade
freedom and business freedom). Moreover, while
previous studies on the relationship between cus-
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tomer satisfaction and business performance have
tended to focus on a single country, mainly Swe-
den (Anderson, Fornell and Rust, 1997; Edvards-
son et al., 2000; Nilsson, Johnson and Gustafsson,
2001), our findings are based on longitudinal data
collected across 20 years in 10 countries, providing
more reliable evidence of the pattern of the rela-
tionships and suggesting stability over time.

Managerial implications

Our findings elevate the contribution of marketers
and marketing activities to national significance,
since effective marketing activities will improve
CMDMs, creating better customer experience, in
turn driving higher consumption of goods and
services and directly affecting economic growth
as well as business performance. Conversely, our
study suggests it would be counterproductive for
companies to sacrifice higher levels of CMMs to
achieve sales targets, and that dramatically re-
ducing marketing budgets in economic downturns
could trigger a vicious circle, since CMMs would
be almost certain to fall, triggering lower sales,
reducing resources further and in turn driving
CMDMs even lower.

Significant managerial benefits can also be
gained by understanding how culture, educa-
tion and our other moderating variables influence
CMMs, enabling practitioners to differentiate be-
tween customer segments and target marketing ac-
tivities accordingly. The importance of our find-
ings therefore extends not only to multinational
companies (MNCs) contemplating entry into new
national markets, but to all national businesses
seeking to create international operations or to en-
hance their performance in existing markets. For
example, the degree of economic freedom in a tar-
get market will also influence consumer satisfac-
tion, perceived service quality and loyalty inten-
tions, and thus affect their prospects for increasing
consumer spending. Small and medium-sized en-
terprises (SMEs) will also benefit from a full un-
derstanding of these effects to compete effectively
with large corporations.

Furthermore, while our study drew exclusively
on European data, the results suggest firms op-
erating in all global regions could benefit from
considering the unique in-country interplay be-
tween CMMs and cultural, socioeconomic, eco-
nomic and political-economic factors, including
an understanding that economic similarity should
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never be mistaken for cultural homogeneity. We
consider this approach is likely to enhance their
operations, ensure that marketing campaigns are
relevant to that particular market and maximize
customer loyalty.

Similarly, our results suggest that universal
CMM targets set by global headquarters are likely
to be less effective than those tailored to rele-
vant markets and societal types, implemented at
country level. Overall, our findings therefore con-
firm the challenges identified by Morgeson et al.
(2011) in setting common satisfaction targets in
culturally diverse international markets. For ex-
ample, the success of fixed targets may differ
between secular—rational and self-expressive soci-
eties, cultural and other differences may muddle
cross-country CMM comparisons, and apparently
similar economies may have significant underlying
differences once cultural and socioeconomic fac-
tors are analysed. Firms that adopt CMMs in
the light of this understanding are better placed
to withstand international competition, thrive in
global markets and avoid financial loss. This ap-
proach, blending CMMs with in-country vari-
ables, should underpin marketing activities for all
global businesses, since embedding it into macro-
level decisions will ensure that initiatives increase
sales, are tailored appropriately and will improve
the metrics.

Policymaking implications

The implications of this study are highly signifi-
cant for policymakers since they indicate the po-
tential of CMMs to influence national economic
performance. Moreover, they highlight the positive
impact of trade and business freedoms, demon-
strating that greater economic freedom can be ex-
pected to enhance customer satisfaction, perceived
service quality and loyalty intentions, thereby en-
couraging additional consumer spending and in
turn improving economic growth. This gives poli-
cymakers clear guidance that liberalizing trade and
business freedoms should deliver economic bene-
fits. Awareness of the different effects in service-
dominated and manufacturing-led economies is
also crucial to efforts to boost consumer spending,
as policymakers may need to adapt their decisions
to the specific challenges they face.

On the basis of our findings, we suggest each
country should develop a CMM index, which
would enable future consumption to be forecast
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as well as measuring customer responses to the
goods and services currently being consumed. We
also suggest that policymakers find ways to mo-
tivate business investment in CMDMs, since this
should benefit the national interest as well as
firms’ own performance. This is especially the case
for economies with a substantial service sector,
since our study has shown that CMMs have a
much stronger influence on consumer spending in
this context, and yet CMMs for the service sec-
tor are frequently not strong (Johnson, Herrmann
and Gustafsson, 2002), while its prominence typ-
ically rises as economies grow. Our findings also
suggest that policymakers in advanced economies
struggling with low growth should target lag-
ging CMMs for services to enhance economic
development.

Furthermore, although our model was tested
only in the European context, our findings raise the
interesting question of whether policymakers’ use
of CMMs to predict consumption and growth has
the potential for global application. On the basis of
our results, we consider it likely that non-European
countries, especially those with a dominant ser-
vice sector, would benefit from the use of CMMs,
and believe national policymakers could use our
model as a tool for assessing the interplay be-
tween CMMs and country-specific factors relating
to cultural and socioeconomic elements, economic
structure and the political economy. Analysis of
this relationship could prove highly beneficial in
forecasting and planning, even in countries where
our model has not been tested. Like managers, pol-
icymakers should consider that outwardly similar
patterns of economic growth in two countries may
have different outcomes if there are significant cul-
tural differences between them. As our model indi-
cates, each country should be treated on the basis
of its individual characteristics.

Limitations and future research

Our study has a number of limitations, particularly
in the time-series data, where variation across time
was restricted since CMMs are gathered annually,
and in the cross-sectional data, where information
was not available for all countries, including some
significant economies. This latter issue, which re-
duced the number of countries in the study, re-
stricted our ability to draw conclusions on cross-
country differences and to conduct our research
on a fully comprehensive and pan-European basis.
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Another limitation relates to the argument by
some prior scholars (e.g. Harzing et al., 2009) that
differences between cultural groups might make it
impossible to consider equivalence between coun-
tries in relation to similar CMM measures; neither
did the study address possible cultural differences
in how easy it is to satisfy consumers. Regarding
the techniques used to test for response bias, these
might normally be considered more relevant for
primary data-gathering methods. However, we are
confident that the other measures adopted demon-
strate that the study has only a minimal risk of
bias.

Furthermore, while the conceptual framework
for CMMs is widely viewed as generalizable, fu-
ture researchers could widen the implications of
our findings by using CMM data from elsewhere
in Europe as it becomes available, as well as
using our model in non-European contexts to
examine the same relationships between CMMs
and country-specific cultural, socioeconomic, eco-
nomic and political-economic factors. Further re-
search should also be conducted into marketing
activities that enhance CMMs, for example seek-
ing better understanding of advertising’s potential
role in enhancing national economic performance.
This could be achieved by exploring how advertis-
ing influences CMMs at the macro level, which in
turns feeds back into increased consumer spending
and therefore economic advantage.

Finally, regarding our unexpected finding that
per capita income did not affect consumer spend-
ing, which differs from the previous body of
knowledge, it is hoped that future researchers can
investigate this further — both theoretically and em-
pirically — at the national level.
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