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The Study of the Relative Effect of Customer Equity Drivers on Customer Loyalty
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ABSTRACT

As maintaining and growing existing customers become more profitable source than the acquisition of
new customers, many firms recognize the strategic importance of CRM(Customer Relationship
Management). The key of successful CRM is to measure, build, and strengthen the customer equity.
The concept of customer equity is important in combining customer relationship/ retention management
with brand management. In the saturated product market, customer equity as a measure of the future
purchase behavior of a firm’s customers is a strategic intangible asset to be monitored and
strengthened to maximize long-term marketing performance. With the growing recognition that
customer equity is a key strategic asset, researches on linking marketing actions to the return on
investment for marketing mix programs and customer equity have been gaining significance and

several conceptual/quantitative models have been proposed.

Our study consists of the qualitative and quantitative approach. The purpose of qualitative research
is to examine whether three customer equity drivers( value equity, brand equity, and relationship
equity) are useful and valid constructs in predicting the loyal customer behavior and how they have
differential impact on the customer behavior according to product types. For this purpose we use
ethnographic interview. Four informants are interviewed to implement the domain analysis, taxonomy
analysis, componential analysis and draw the theme and meanings. We find that value equity, brand
equity, and relationship equity are useful constructs in explaining the customer loyalty and have
differential impact on the customer behavior according to different product types.

Quantitative approach empirically investigates the effect of customer equity drivers on customer
loyalty based on the study of Vogel, Evanschitzky, and Ramaseshan(2008) which had expanded the
Rust, Zeithaml, and Lemon’s study(2000) on customers equity. Specifically we empirically examine
whether the value equity, brand equity, and relationship equity that are customer equity drivers have
differential impact on customer loyalty —And this study hypothesizes that the relative impact of
customer equity drivers would be different depending on product types and examines the moderating
effect of product types in the causal relationship between the drivers of customer equity and customer
loyalty as well. The products are categorized as four types that are high involvement-think
product(notebook), low involvement-think product(apparels), high involvement-feel product(coffee store),
low involvement-feel product(shampoo).

we use stepwise multiple regression analysis to empirically test the causal relationship between

value equity, brand equity, and relationship equity and customer loyalty. The empirical results support

24 0p3H(Ej913 March 2011



that value equity, brand equity, and relationship equity all have a positive impact on customer loyalty.
Especially brand equity affects more strongly on company/brand loyalties than the other two drivers(
value equity, and relationship equity) do. We examine the moderating effect of product type in the
relationship between customer equity drivers and loyalty, In the case of high involvement-think
product, only brand equity and value equity affect customer loyalty significantly. For high
involvement-feel product, all of value equity, brand equity, and relationship equity affect customer
loyalty positively and brand equity is especially crucial in building customer equity. In the case of
low involvement think/feel product, all of value equity, brand equity, and relationship equity affect
customer loyalty significantly.

The customers seem to build loyalty based on the careful assessment of all drivers of customer
equity such as value equity, brand equity, and relationship equity. In addition, their relative impact is
different depending on the product types. Since a company can not maintain all customer equity
drivers at high level with its limited marketing resourses and to do so is also ineffective, marketing

investment in drivers of customer equity needs to be differentially allocated depending on the product
types.
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(Table 1) characteristics of informants

classification age sex occupation brand preference H|
reference for medium/premium priced .
informant A 26 female undergraduate student e /p b selection
brand product
reference for medium priced brand '
informant B 25 male undergraduate student P P selection
product
) preference for low priced non—brand )
informant C 26 female undergraduate student exclusion
product
informant D 24 male undergraduate student | preference for low priced brand product selection
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(Table 3) ltems used to measure the dimensions of customer equity

constructs

measurement items

1) | satisty the overall quality of this brand,

value equity

5) | can purchase this brand conveniently,
6) This brand provides usage convenience,

2) The quality—price ratio with this brand is good.,
3) The price of this brand is lower with respect to competitive brands,
4) This brand provides more discounted price relative to competitive brands,

1) This product is a strong brand.

2) This product is an attractive brand,
3) This product is an unique brand,
4) This product is a likable brand.

brand equity

5) | have the positive attitude toward this brand,

6) | attend to the advertisement of this brand.

7) The image of this brand is fitted to me,

8) | have the positive feelings for this brand,

9) The company owning this brand has the good reputation,

0) The company owning this brand is ethical to the customers,
) The company owning this brand is ethical to the employees,

relationship
equity

1
11
1) This brand provides the loyalty program,

2) The loyalty program provide the members more services relative to the non—members,

)
3) The services of the loyalty program is important to me,
4) | have trust in this brand.
)
)

5) The employees that perform the service treat me special customer,

6) | feel bonds with other customers that use this brand.
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(Table 4) ltems used to measure the customer loyalty

constructs

measurement items

customer loyalty

1) | would repurchase this brand,

2) | would recommend this brand to a friend,
3) | have intention to buy other products of this brand.
4) | would actively search for the information on this brand,

(Table 5) product types used for empirical analysis

Think products PC, notebook
High involvement

Feel products apparels

Think products coffee store
Low involvement

Feel products shampoos
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(Table 6) ltems to measure the product involvement and Think/Feel products

constructs measurement items
1) When | purchase this product, | make a considerate decision,
The level of . ) ) ) ) )
) 2) | think of product features with elabolation in purchasing this product,
involvement ) : . L . .
3) | perceive the psychological/phisical risk in purchasing this product,
Think/Feel 1) Functional performance is important to me in purchasing this product,
roducts 2) This product expresses my personality.
P 3) | make a decision based on the gut in purchasing this product,
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(Table 7) Factor analysis of measurement items

factor
question items brand relationship value
equity equit equity
This product is an attractive brand, 0.865 0.166 —0.012
This product is a likable brand, 0,842 0.072 0,208
This product is a strong brand, 0.777 0.186 -0.104
| have the positive feelings for this brand, 0,664 —0.022 0.430
The company owning this brand has the good reputation, 0.571 0,211 0.128
This product is an unique brand, 0.533 0.213 —0.058
The image of this brand is fitted to me, 0,518 0.211 0.330
The loyalty program provide the members more services relative to 0.047 0,839 ~0.107
the non—members,
This brand provides the loyalty program, 0.167 0.810 —0.059
The employees that perform the service treat me special customer, 0.206 0.775 0.092
The services of the loyalty program is important to me, 0,066 0,725 —0,028
| feel bonds with other customers, 0.291 0,575 0,176
The quality—price ratio with this brand is good, 0,133 0.008 0,822
The price of this brand is lower with respect to competitive brands, 0.086 —0.028 0.745
The brand provides more discounted price relative to competitive —0.181 0.067 0,739
brands,
This brand provides usage convenience, 0.510 -0.016 0.531
| can purchase this brand conveniently, 0,349 —0.051 0,468
igen value 3,981 3.030 2.699
explained variation(accumulation%) 23.418 41,239 57118
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factor

question items

Cronbach's «a

brand
equity

This product is an attractive brand,

This product is a likable brand,

This product is a strong brand,

| have the positive feelings for this brand,

The company owning this brand has the good reputation,

This product is an unique brand,

The image of this brand is fitted to me,

.843

relationship
equity

The loyalty program provide the members more services relative to the non—members,

This brand provides the loyalty program,

The employees that perform the service treat me special customer,

The services of the loyalty program is important to me,

| feel bonds with other customers,

.821

value
equity

The quality—price ratio with this brand is good,

7fThe price of this brand is lower with respect to competitive brands,

The brand provides more discounted price relative to competitive brands,

This brand provides usage convenience,

can purchase this brand conveniently,

Ny

customer
loyalty

would repurchase this brand,

would recommend this brand to a friend,

have intention to buy other products of this brand,

would actively search for the information on this brand.

871

(Table 9) The results of stepwise multiple regression analysis on the relationship between customer equity

drivers and customer loyalty

unstandardized coefficient standgr(ljlzed
coefficient

significance

model B standard error B t probability
1 (intercept) 0.063 0.034 1.859 0.064
brand equity 0.653 0.035 0.706 18,766 0.000
2 (intercept) 0.059 0.026 2252 0.025
brand equity 0.638 0.027 0.690 23,574 0.000
value equity 0.404 0.026 0.447 15,266 0.000
3 (intercept) 0.059 0.025 2.405 0.017
brand equity 0.635 0.025 0.687 25142 0.000
value equity 0,401 0.025 0,444 16.247 0.000
relation-ship 0.177 0.024 0,199 7.272 0,000

equity
"R = 737  adiusted R* = 735  F =2329630  p-value = 000
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(Table 10) The results of stepwise multiple regression analysis on the relationship between customer equity
drivers and customer loyalty(high involvement/think product)

unstandardized coefficient standa_r(jized
coefficient
model B standard error B t Sﬁggs;?fye
1 (intercept) —0177 0.086 —2.063 0.042
brand equity 0.675 0.069 0.717 9747 0.000
2 (intercept) —0.192 0.061 —3.167 0.002
brand equity 0.701 0.049 0.745 14,279 0.000
value equity 0.536 0.056 0.496 9.514 0.000
RP= 759  adiusted R° = 753 F=92366  p-value = 000

(Table 11) The results of stepwise multiple regression analysis on the relationship between customer equity
drivers and customer loyalty(high involvement/feel product)

unstandardized coefficient standgrqized
coefficient

model B standard error I t s;grgg:;::@e
1 (intercept) 0.364 0.047 7.789 0.000
brand equity 0,643 0.057 0,765 11,286 0.000
2 (intercept) 0.298 0.041 7.283 0.000
brand equity 0.708 0.049 0.844 14,368 0.000
value equity 0.259 0.043 0.358 6.089 0.000
3 (intercept) 0.304 0.037 8,323 0.000
brand equity 0,724 0,044 0.863 16,391 0.000
value equity 0,296 0.039 0,408 7.626 0.000
'e'aggﬂi:yship 0.165 0.034 0.253 4838 0,000

RP= 769  adusted R = 761  F = 97.725 p-value = 000
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(Table 12) The results of stepwise multiple regression analysis on the relationship between customer equity
drivers and customer loyalty(low involvement/think product)

unstandardized coefficient standa_r(jized
coefficient
model B standard error B t Sg?ggf;?lcye
1 (intercept) —-0.166 0.057 -2.925 0.004
brand equity 0.588 0.059 0.724 9.911 0.000
2 (intercept) —0.208 0.046 —4.472 0.000
brand equity 0.505 0.050 0.622 10.185 0.000
value equity 0.421 0.061 0.420 6.881 0.000
3 (intercept) —0.145 0.052 —2.778 0.007
brand equity 0.520 0.049 0.640 10.665 0.000
value equity 0.405 0.060 0.404 6.743 0.000
'e'aggﬂi:yship 0.123 0.052 0.139 2,470 0.020

"R =710 adjusted R = 700 F = 70,894 p-value = 000

(Table 13) The results of stepwise multiple regression analysis on the relationship between customer equity
drivers and customer loyalty(low involvement/feel product)

unstandardized coefficient standa_rgized
coefficient
model B standard error B t Sr‘)?gg;;ﬁ@e
1 (intercept) 0.103 0.071 1.456 0.149
brand equity 0.710 0.080 0.688 8,933 0.000
2 (intercept) 0.209 0.056 3.756 0.000
brand equity 0.588 0.062 0.569 9.418 0.000
value equity 0.431 0.053 0.489 8.094 0.000
3 (intercept) 0.096 0.057 1,705 0.092
brand equity 0.621 0.057 0.601 10.872 0.000
value equity 0.385 0.049 0.437 7.792 0.000
relation—-ship 0.241 0.054 0.243 4.448 0.000
equity
"R'= 754  adjusted R° = 745 F = 83761 p-value = .000
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