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This research investigates the moderating role of innate satisfaction in the relationship between customer satis-
faction and loyalty. The results from a mixed model estimation using survey data show that innate satisfaction
moderates the satisfaction-loyalty relationship asymmetrically and nonlinearly. This finding indicates that at
lower levels of satisfaction, an increase in satisfaction leads to a stronger increase in loyalty for innately satisfied
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isfied customers differ in their responses to service recovery but not service failure. Efforts to increase satisfaction
might provide different returns, relative to the innate satisfaction of the target segments.
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1. Introduction

Some customers are consistently easier to please than others
(Grace, 2005; Mooradian & Olver, 1997). Furthermore, customers with
the same consumption experience or satisfaction level (Eisenbeiss,
Cornelissen, Backhaus, & Hoyer, 2014) can show different loyalty inten-
tions. In fact, a recent review of the satisfaction-loyalty literature
concludes that the effect of satisfaction on loyalty is weak, and that
customer satisfaction by itself can hardly change loyalty in a significant
way (Kumar, Pozza, & Ganesh, 2013). Despite the calls for more
research to increase understanding of this phenomenon (Eisenbeiss
et al,, 2014; Ueltschy, Laroche, Tamilia, & Yannopoulos, 2004), research
in this area is lacking.

In this respect, past research examines customer related issues such
as age and gender, relational characteristics, such as transaction costs
and the length of the relationship, and marketplace issues, such as on-
line versus offline (Kumar et al.,, 2013). Understanding predispositions
is extremely informative in other areas of marketing, such as product
adoption (Im, Mason, & Houston, 2007) and e-shopping (Das,
Echambadi, McCardle, & Luckett, 2003 ). Whereas research uses personal-
ity traits to further understand satisfaction, linking specific traits to be-
havioral measures proves difficult (Mooradian & Olver, 1997). The
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present study seeks to fill this gap in the literature by exploring the con-
cept of the predisposition toward satisfaction (innate satisfaction), and by
investigating its moderating role on the relationship between satisfaction
and loyalty (Grace, 2005). Furthermore, differences between innately sat-
isfied and innately dissatisfied customers following service failure and re-
covery to show how customers respond differently to the consumption
experience are explored.

2. Theoretical background and hypotheses
2.1. The relationship between customers' satisfaction and loyalty

Generally, the empirical research confirms a positive relationship
between satisfaction and loyalty (Lam, Shankar, Erramilli, & Murthy,
2004; Mittal, Kumar, & Tsiros, 1999). However, the relationship is com-
plex with conflicting or paradoxical results (Oliva, Oliver, & MacMillan,
1992). Further, evidence of a nonlinear functional form of the relation-
ship between satisfaction and loyalty is mounting (Dong, Ding, Grewal,
& Zhao, 2011; Picon, Castro, & Roldan, 2014). The research positively
and nonlinearly relates customer satisfaction to outcomes such as
share of wallet, willingness to pay, and customer retention (Cooil,
Keiningham, Aksoy, & Hsu, 2007). Recent research (Dong et al., 2011;
Finn, 2011) characterizes the functional form between satisfaction and
the repurchase intention with both linear and nonlinear specifications
and a nonlinear, asymmetrical relationship between satisfaction and
loyalty aspects of repurchase and recommendation (Lam et al., 2004).
Further, Eisenbeiss et al. (2014) show that returns on customer satisfac-
tion are nonlinear and asymmetric because they vary across situations
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and consumers. Overall, the literature supports a nonlinear and asym-
metric link between customer satisfaction and loyalty.

2.2. Customer innate satisfaction

Innate satisfaction is a consumer's dispositional characteristic that
describes a tendency to be more or less satisfied in a general consump-
tion context (Grace, 2005). Innate satisfaction is defined as a general-
ized trait that reflects a person's inherently pleasing personality,
predisposition, and learning history that, therefore, can be applied to
multiple purchase situations. This conceptualization identifies innately
satisfied or dissatisfied consumers who embrace this trait by systemat-
ically processing satisfaction judgments according to their orientation,
ultimately driving their post-purchase attitudes and behavior.

The research that examines dispositional sources of satisfaction in
the marketing literature is scarce. Personality attributes have been
examined in relation to work satisfaction (Harris, Mowen, & Brown,
2005), career and job satisfaction (Gerhart, 2005), and customer satis-
faction (Gountas & Gountas, 2007). The basic mechanism through
which personality dispositions can affect satisfaction and loyalty
is by influencing the positive and negative emotional states during
the product's consumption (Faullant, Matzler, & Mooradian, 2011).
Gountas and Gountas (2007) suggest that personality has a direct
relationship with emotional states and that both have an influence on
the consumer’s evaluation of service satisfaction and intention to repur-
chase in the context of an airline service. Further, the research shows
that emotions influence satisfaction and word of mouth behavior
(Bigné, Mattila, & Andreu, 2008). Given the extent of emotions in the
consumption process, customer's disposition is likely to have an effect
on the satisfaction-loyalty link.

According to disappointment theory (Bell, 1985; Homburg & Fiirst,
2005), the consumer's expected level of satisfaction acts as a baseline
against which he/she judges the realized level of satisfaction. A positive
(negative) disconfirmation of the realized satisfaction may lead to posi-
tive (negative) emotions. Furthermore, disappointment theory predicts
how the emotions related to consumption alter the functional form
between satisfaction and loyalty (Eisenbeiss et al., 2014). When predispo-
sitions intensify the feeling of disappointment or elation, the result de-
picts a steeper curvature for high or low levels of customer satisfaction.

Social sciences research suggests that predispositional differences
among consumers relate to differences in attention to positive and
negative cues (Mooradian & Olver, 1997). Accessibility-diagnosticity
theory (Skowronski & Carlston, 1989) predicts that innate satisfaction
might impact the satisfaction's salience, or the gap between the report-
ed satisfaction and the consumer's baseline satisfaction (the stronger
the emotion, the higher the importance attributed to the gap).

The gap between the baseline and realized satisfaction is more sa-
lient for dissatisfied innately satisfied consumers, because the emotion
is novel and unexpected. The gap acts as an important cue that increases
the negative weight in subsequent judgments. As the level of satisfac-
tion increases, the gap and its salience decreases for innately satisfied
consumers, strengthening the relationship between satisfaction and
loyalty.

The gap between expected and realized satisfaction is lower and less
salient for innately dissatisfied consumers. Unexpected negative gaps
lead consumers to an internal search for causal factors rather than
external factors (Wong & Weiner, 1981). This portrays a reversal of
the often reported hedonic bias (in which people tend to search for
more internal attributes for positive rather than negative events).
Therefore, the less pleasant, unexpected gaps lead to stronger re-
sponses. As the satisfaction level increases, the gap becomes smaller
for innately dissatisfied consumers and, therefore, the relationship be-
tween satisfaction and loyalty strengthens, but at a lower rate compared
to innately satisfied consumers.

For satisfied innately satisfied consumers, positive satisfaction gaps
might be a natural, expected, and a regular occurrence. In this case,

their responses are guided by the strongest sufficient cue, which is the
level of realized satisfaction (Skowronski & Carlston, 1989). Their re-
sponse predicts the subsequent loyalty intentions. Research supports
this idea by arguing that after successful outcomes, consumers direct
their attributional inferences regarding the causes of the success toward
external factors (Wong & Weiner, 1981), such as the product's (or
service's) performance; concurrently, the salience of the gap (internal
factor) becomes very low.

For satisfied innately dissatisfied consumers, the salience of the
realized high level of satisfaction can theoretically determine stron-
ger positive reactions compared to innately satisfied consumers.
Therefore, the factors external to consumers are the cause of the
satisfaction. Therefore, this paper predicts that at higher levels of
satisfaction, consumers overlook the gap's salience, whereas higher
satisfaction levels determine an increase in loyalty for both types of
consumers, albeit with diminishing returns (Anderson & Mittal,
2000). Hence,

Hypothesis 1. For low levels of satisfaction, the impact of satisfaction
on the willingness to recommend is stronger for innately satisfied
customers compared to innately dissatisfied customers.

Hypothesis 2. For low levels of satisfaction, the impact of satisfaction
on the repurchase intention is stronger for innately satisfied customers
compared to innately dissatisfied customers.

3. Method
3.1. Study 1: measures, sample and data collection

This study uses Amazon Turk to collect customer satisfaction scores
in 16 different service and product categories. The study also uses a
pretest with a focus group (10 respondents) to select the categories of
products and services used most in everyday interactions.

Satisfaction (S) is measured by using a 7-point scale based on Fornell,
Johnson, Anderson, Cha, and Bryant (1996) and Gustafsson, Johnson, and
Roos (2005) that comprises overall satisfaction, expectations, and com-
parison to the ideal for each service and product (Cronbach's alpha =
0.91). Loyalty is measured with a 7-point, 3-item willingness to recom-
mend (W) scale (Aksoy et al., 2011; van Hoye, 2008; Cronbach's
alpha = 0.93) and a 1-item repurchase intention scale (R) (Fornell
et al,, 1996). In addition, data is collected on income, age, gender, and
the level of education.

To measure innate satisfaction, the average satisfaction level for
consumers in each product and service category is measured first.
Then, the average satisfaction for each category is subtracted from an
individual customer's satisfaction score for that product or service to
obtain a consumer's deviation from the mean category score. This
deviation is important because it expresses both the differences in
experiences compared to the mean experience for that category, and a
tendency to be more (or less) satisfied in general. These satisfaction de-
viations are computed for each of the 16 categories for each respondent.
Further, the mean satisfaction deviation is computed for each individual
respondent across the 16 categories so that the random differences in
the experiences average out and only the innate satisfaction remains,
thus creating each respondent's innate satisfaction (I) score. Customers
with a negative I score are assumed to be innately dissatisfied or harder
to please, and customers with a positive I score are assumed to be
innately satisfied or easier to please. Loyalty measures comprise the
mean scores from the 3-item scale for willingness to recommend (W,)
and the 1-item repurchase intention (R) scale.

3.1.1. Sample characteristics

A total of 409 complete respondent-category observations are col-
lected. The sample consists of 48.7% male and 51.3% female respondents
primarily (64.1%) aged 31 or older. A majority (79.5%) have household
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Table 1
Correlations and descriptive statistics (Study 1).
M SD w R S

1. Willingness to recommend (W) 4.80 1.60 -

2. Repurchase intention (R) 5.82 1.38 0.71* -

3. Satisfaction (S) 530 1.14 0.78* 0.77* -

4. Innate satisfaction (I) 0 0.63 0.46* 0.38* 0.56*
Notes:

* p<0.05 (2-tailed).

incomes of less than $75,000. Table 1 presents the descriptive statistics
for the data.

In order to detect whether common method variance (CMV) is sig-
nificant in these data, a marker-variable test (0.23 lowest correlation)
is performed that uses the customer's material purchase orientation
(Howell & Hill, 2009). The CMV is not a significant issue in the present
study. And, all constructs attain high composite reliabilities that indicate
internal consistency.

3.1.2. Model and estimation

For estimation, a quadratic model relating satisfaction and loyalty
and a quadratic simple effect for innate satisfaction are specified.

The estimated model is:

Loyalty = By + ;S + Pl + B3IS + P4S” + Ps® + BglS® + B71%S + Xc (1)

where the dependent variable, loyalty, is either the willingness to
recommend (W) or the repurchase intention (R); the independent var-
iables are as described above; and X represents the vector of the control
variables that include category-specific dummies, age, household in-
come, and gender. Mixed models with restricted maximum likelihood
estimations are used to control for within-respondent correlations.
Table 2 shows the results of the regression model.

3.1.3. Results

While the simple effect of innate satisfaction on willingness to
recommend is negative and significant, the first order interaction I = S
is positive and significant (33 > 0). This finding provides support for
the moderating role of innate satisfaction on the relationship between
satisfaction and the willingness to recommend. Because s > 0, the im-
pact of satisfaction is stronger for innately satisfied customers compared
to innately dissatisfied customers. Further, because the higher order in-
teraction term I « S is negative and significant (3 < 0), the moderating
role of innate satisfaction is stronger at lower levels of satisfaction
compared to higher levels of satisfaction. The difference in the impact

Table 2
Parameter estimates (Study 1).

Independent Dependent variables

T a
variables Willingness to Repurchase

recommend (W) intention (R)

Intercept —3.378" —4286""
Satisfaction (S) 2.047"" 2.850"""
Innate satisfaction (I) —3.756"" —2.769"
1+S 1.248" 0.926"
s? —0.096"" —0.183""
I? —1.097" —0.324
[+5? —0.101" —0.079"
xS 0.179" 0.03
—2RL 1065.4 1003.7
AIC 1069.4 1007.7
BIC 1073.2 1011.5

Notes:
2 Model estimated with product category dummies, age, income, and gender controls.
* p<0.05 (one-tailed),
** p<0.01 (one-tailed),
¥ p<0.001 (one-tailed).

of satisfaction on willingness to recommend for innately satisfied (Iy)
and innately dissatisfied (I;) customers is:

Diff* = B3 (lu—I1) + 2Bg(la—Ip)S. )

Substituting the values of the parameters and testing the difference
at low and high levels of satisfaction, the difference is positive and
significant at low levels of satisfaction (Diﬁs‘f">0) but the difference is
not significant at high levels of satisfaction (Diﬂ‘s‘ﬂ’z 0). Hence, this
result supports Hypothesis 1.

Similarly, for the intention to repurchase, because 33 > 0 and Bg < 0
and because Diff>0 and Diffs¥ =0, these findings support Hypothesis 2.
Fig. 1 shows the impact of customer satisfaction on the willingness to
recommend for innately satisfied and innately dissatisfied customers.
The impact is stronger for innately satisfied customers compared to
innately dissatisfied customers. This effect is present only at lower levels
of satisfaction. At higher levels of satisfaction, there is no significant
difference in the slopes.

Similarly, Fig. 2 shows that at lower levels of satisfaction, the impact
of satisfaction on repurchase intentions is stronger for innately satisfied
customers.

3.2. Study 2: measures, sample, and data collection

With supporting evidence from study 1 that innate satisfaction does
indeed modify the satisfaction-loyalty relationship, study 2 connects
innate satisfaction with other post-purchase behaviors and attitudes.
This study uses students in an undergraduate marketing class at a
large southwestern university to first rate satisfaction and loyalty to-
ward the 16 categories. Then, the study asks the students to monitor,
over the course of a semester, their negative service encounters. Imme-
diately after a service failure, they are to rate its magnitude as measured
by Hess, Ganesan, and Klein (2003) with a shortened scale of 11
negative emotions (e.g., anger, discontent, disappointment, and dis-
tress) (Smith & Bolton, 2002). Furthermore, the study instructs the
respondents to monitor the service recovery and record their percep-
tions of its quality and handling of the complaint (Homburg & Fiirst,
2005) as well as their affective and behavioral responses to the service
recovery as measured by Schoefer and Ennew (2005). Table 3 presents
the validity and reliability measures of the scales.

In addition, the study asks the respondents to record their post
recovery satisfaction and loyalty (Ganesh, Arnold, & Reynolds, 2000).
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Fig. 1. Impact of customer satisfaction on willingness to recommend: Innately satisfied
versus innately dissatisfied customers.
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Fig. 2. Impact of customer satisfaction on repurchase intentions: Innately satisfied versus
innately dissatisfied customers.

At the end of the semester, 44 students (26 males, 18 females), similar
in age, completed the process.

3.2.1. Results

First, the data is split based on the median innate satisfaction scores
(computed as in study 1) into innately satisfied and innately dissatisfied
customers. The groups do not differ significantly with respect to the
magnitude of the service failure (My = 4.25, M| = 4.24, p = n.s).

The results (Table 4) show that both groups experience similar
levels of negative emotions. Also, the two groups do not differ in their
intention to provide negative word of mouth, complain to the provider,
or to complain to third parties. The results also show that following
service recovery, the two groups differ between positive and negative
emotions with respect to interactional, procedural, and outcome
fairness. Following recovery, innately dissatisfied customers report

1917

Table 4
Group differences.

After service recovery After service failure

Group Mean Std. Sig. Mean Std. Sig.
dev. dev.

Negative WOM I 509 260 002" 677 283 072
Iy 3.18 248 7.09 3.07
3rd party complaining I 2.09 2.01 0.67 239 1.61 0.88
In 1.85 1.68 231 1.78
Provider complaining I 576 3.06 0.39 652 3.08 0.78
In 5.00 2.71 6.80 3.34
Negative emotions I 476 268 0027 571 181 037
Iy 292 2.19 5.20 1.84
Satisfaction with recovery I 3.70 2.88 0.24
In 4.86 3.57
Positive emotions I 4.05 298 0.13
Iy 5.61 3.68
Outcome fairness I 281 206 004"
Iy 4.69 3.72
Procedural fairness I 4.67 335 046
In 5.45 3.67
Interaction fairness I 422 241 0.03"
Iy 5.99 2.87
Loyalty behaviors I 414 231 0.09'
In 5.56 3.09

Notes: I;: innately dissatisfied, I;: innately satisfied.
** Test significant at p <.05 (2-tailed);
T Test significant at p <.1 (2-tailed).

higher intentions to not recommend their service provider (Mp =
5.09 vs Mjs = 3.18, p <.05) but lower intentions of complaining to the
provider or third parties. Finally, the two groups differ significantly in
terms of their expressions of loyalty. Innately satisfied individuals re-
port higher levels of loyalty following a service recovery encounter
than innately dissatisfied individuals (My = 5.56, M| = 4.14,p <.1).

4. Discussion and implications

Across two studies, this paper shows that innate satisfaction moder-
ates the effect of satisfaction on loyalty and that responses to service
failure and recovery vary across high and low levels of innate satisfac-
tion. These results contribute to the literature in several ways. First,
this paper extends the nomological net of customer satisfaction and
draws attention toward the concept of innate satisfaction by providing

Table 3
Correlations, descriptive statistics, and reliability estimates (Study 2).
1 2 3 4 5 7 8 9 10 1 12 13 14
1. Negative WOM?** -
2. Complain® 37" 99
3. Complain 3" party ? 0.2 417 72
4. Negative emotions® 54" A4 33" 91
5. Satisfaction w/recovery —0.2 0.19 —0.16 —0.13 .96
6. Positive emotions” -0.1 0.04 -0.1 —0.04 73" 98
7. Negative emotions® 0.1 0.16 0.22 0.23 —.50"" —.60™" 95
8. Interaction fairness® -33" 016 —0.17 —0.28 85" 62" 43" 95
9. Procedural fairness” -02 317 0.05 —0.12 83" 577 =327 82" 92
10. Outcome fairness® —02 0.25 —006  —021 877 65" 427 79" 75" 95
11. Loyalty® —51" 001 —0.29 —.36" 737 54 —39% 69" 62" 737 93
12. Negative WOMP® 0.11 0.18 34" 0.18 —.62" 67" 72" 507 —.39™ 49" —56" -
13. Complain 3™ party® 0.18 0.18 677 026 —03 —0.16 0.27 —31"  —007 —0.29 —35" 317 98
14. Complain® 34" 517 0.24 027 —026 —0.18 0.27 —0.27 —0.17 —33" —37" 026 377 93
Mean 6.76 6.66 235 5.45 428 483 3.84 5.10 5.06 3.75 485 530 197 538
Std. dev. 2.16 3.18 1.68 1.82 3.26 3.40 2.59 2.77 3.49 3.12 279 234 184 288
CR - 97 83 92 67 92 88 96 92 96 94 - 90 93
AVE - 91 .58 70 .52 79 71 90 .80 85 71 - .70 89

Notes: CR: composite reliability; AVE: average variance extracted; Cronbach's alpha on the diagonal (for multiple item scales).

* Correlation is significant at the 0. 05 level (2-tailed).
** Correlation is significant at the 0.01 level (2-tailed); N = 44.
@ Measured after service failure.
b Measured after the service recovery.
€ Single item.
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a methodology to measure it. Second, the paper forwards a potential ex-
planation for some variability in the satisfaction-loyalty relationship by
suggesting that its strength varies depending on innate satisfaction.
Specifically, the impact of customer satisfaction on loyalty is stronger
for customers who are innately satisfied compared to customers who
are innately dissatisfied, but this stronger impact happens only at
lower levels of satisfaction. This paper also provides evidence for the un-
derlying mechanism. Innate satisfaction triggers consumers' attribution
of the salience of the gap between realized satisfaction and their base-
line satisfaction. Because emotions play a role in this salience, the results
lead to an interesting question: would this relationship be different for
hedonic versus utilitarian goods or services? Further, based on theory,
the paper uncovers evidence of a concave asymmetrical relationship be-
tween satisfaction and loyalty and attempts to answer the call for re-
search in this regard with evidence that a finer grained perspective on
how satisfaction is linked to loyalty might illuminate scholars with re-
gard to why some satisfaction efforts do not always generate the ex-
pected results.

From a practical perspective, the measure in this paper could be an
alternative to unobservable consumer traits or an alternative to repur-
chase or recommendation thresholds (Jin & Su, 2009) that serve as indi-
cators to identify customers with intrinsic retainability (Adjei & Clark,
2010). Innately satisfied customers differ from innately dissatisfied cus-
tomers in their responses to service failure and recovery. Innately dis-
satisfied customers have stronger and more negative reactions even
after service recovery but, while they have lower attitudinal loyalty,
they do show higher behavioral loyalty intentions. In general, while all
consumers might experience negative outcomes after a failure, their
predisposition leads them to react differently after a successful service
recovery. When repeat purchase and transactional satisfaction is of in-
terest, recovery seems less salient for innately dissatisfied customers.

The limitation of this paper presents avenues for further research.
First, research should determine if innate satisfaction is persistent or
not, in order to understand generalized implications addressing
certain groups of customers. Second, a historical perspective on individ-
ual satisfaction ratings can enhance the dispositional perspective of
satisfaction. Investigating alternative measures of post purchase behav-
iors, such as switching intentions and resistance to competitive offers,
can increase the robustness of the findings.
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