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The objective of this master’s thesis was to examine the effect of customer
orientation on customer satisfaction and how customer satisfaction and
customer retention contribute to firm profitability. Beside customer
orientation, also other antecedents of customer satisfaction, i.e. service
quality, flexibility, trust and commitment, were investigated as control
variables. Literature review revealed several research gaps concerning
research of the key concepts. These research calls were also answered.

The empirical study focused on one case company, a telecommunication
expert. The data for the empirical part was collected with web-based
questionnaire from case company’s business customers in January-
February 2008. Sample (N=95) produced 59 answers, thus the response
rate of the survey was 62,1%. The data was analyzed by using statistical
analysis program, SPSS.

As a conclusion, the results indicate that customer orientation do not affect
customer satisfaction directly, but through service quality, flexibility and
trust. Moreover, customer satisfaction has positive impacts on commitment
and intentions to stay as a customer in the future, but not on profitability. In
the present study, only past purchase behavior, measured with customer
database measure, is positively related to firm profitability.
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1

1 INTRODUCTION

In this chapter the purpose of this research is introduced. The background

of the study, research problem, literature review, theoretical framework,

definitions of key concepts, delimitations and research methods as well as

structure of the research are described.

1.1 Background of the research

Delivery of customer satisfaction is at the heart of modern marketing

theory (Yeung, Ging and Ennew, 2002, 24). Consequently, it can be

considered as the core of success in today’s highly competitive world of

business (Jamal and Naser, 2002, 146). It has become a fundamental

construct in marketing practice given its important and established

relationship with customer retention, customer repurchase behavior and

firm profitability (Wu, DeSarbo and Chen, 2006, 222). Additionally, it

constitutes a construct of vital importance in explaining relationship types

between participants (Sanzo, Santos, Vásquez and Álvararez, 2003, 329),

and an important cornerstone for customer-oriented business practices

across a multitude of companies operating in diverse industries

(Szymanski and Henard, 2001, 16).

Originally, customer satisfaction research has focused on end customers

(Homburg, Krohmer, Canon and Kiedisch, 2002, 2; Homburg and

Rudolph, 2001, 15). Several studies have been conducted and a wide

variety of research settings have been used in consumer context.

(Homburg et al., 2002, 4) Although models of customer satisfaction

processes have been well researched in consumer settings, there has

been almost total lack of attention to the industrial or business-to-business

sector (Patterson, Johnson and Spreng, 1997, 4); the customer

satisfaction research in business-to-business relationships is lagging far

behind consumer marketing (Homburg and Rudolph, 2001, 15). Regarding

the importance of customer satisfaction for companies, the modest degree
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of business customer satisfaction research (Homburg et al., 2002, 4;

Homburg and Rudolph, 2001, 15; Rossomme, 2003, 179) is surprising.

Surely researches have been conducted also in business-to-business

exchanges, but the emphasis has been on channel context, measuring

distributor’s satisfaction with manufacturer (Homburg et al., 2002, 1). This

reveals a gap in the customer satisfaction research; business-to-business

context needs to be investigated more, especially in other than channel

context. Thus, this research is conducted in a business-to-business

setting, concentrating on buyer’s satisfaction with a seller. Previous

research has pointed out also another gap in customer satisfaction

knowledge: There is a need for developing a deeper understanding about

the antecedents of customer satisfaction (Anderson and Sullivan, 1993,

126).

The relationship between the salesperson behavior and customer

satisfaction is significant in business-to-business marketing (Grewal and

Sharma, 1991, 13; Rozell, Pettijohn and Parker, 2004, 407), and even

though prior research has established a strong link between salespeople’s

characteristics and business customer satisfaction (Appiah-Adu, 1999, 34;

Homburg and Rudolph, 2001, 30), researchers have shown only modest

interest towards it (Grewal and Sharma, 1991, 13). Due to this, the

antecedents of customer satisfaction under investigation are all related

strongly or totally to salespeople, their characteristics, attitudes and

behaviors.

The importance of being customer-oriented is well established in the

literature (Aggarwal and Gupta, 2005, 58). In the highly competitive

economy it is fatal for a business not to be customer-oriented (Dimitriades,

2006, 782), when it is widely known that customer-oriented firms perform

better (Appiah-Adu and Singh 1998; Deshpandé, Farley, and Webster

1993; Donavan, Brown, and Mowen 2004; Ge and Ding 2005; Kohli and

Jaworski 1990; Narver and Slater 1990; Slater and Narver 1994).

Moreover, relationship marketing and share-of-customer strategies require
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customer-oriented behaviors to be emphasized by companies (Periatt,

LeMay and Chakrabarty, 2006, 49).

Researchers have found customer satisfaction to be an outcome of

customer orientation (Brady and Cronin 2001; Donavan and Hocutt 2001;

Hennig-Thurau 2004; Narver and Slater 1990). Regarding the importance

of salespeople and their behavior, in the present study salespeople’s

customer orientation is investigated as the focal antecedent of customer

satisfaction. Also, as the majority of studies about customer orientation

and its consequences have been based on large organizations (Appiah-

Adu and Singh, 1998, 385), this study extends the research field of

customer orientation by using a small case company.

In addition to customer orientation as an antecedent of customer

satisfaction, certain other measures are included in the present study as

control variables. They are previously established antecedents of

customer satisfaction, i.e. service quality, flexibility, trust and commitment.

In the selection of these antecedents, it was necessary that all the

constructs were strongly related to salespeople, their behaviors, attitudes

and characteristics. The selected constructs enable to understand better

these certain antecedents of customer satisfaction and also allow

evaluating whether customer orientation better predicts customer

satisfaction than other variables.

Service quality was chosen because there has been much less

examination of service quality relationships in business-to-business

environment than in consumer context (Kong and Mayo, 1993, 5). Only

few studies have examined flexibility as a determinant of satisfaction, thus

it should be investigated in more depth (Ivens, 2005, 574). Trust was

chosen to be one antecedent of the study, because although literature has

examined thoroughly trust and satisfaction, their interrelationship has not

been addressed properly (Selnes, 1998, 305). Additionally, the distinction

between trust, satisfaction and commitment has not been clear
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(Geyskens, Steenkamp and Kumar, 1998, 243). Thus, commitment was

the last selected antecedent of customer satisfaction.

Traditionally, customer satisfaction, instead of retention, has been the

focus of research and managerial efforts (Hansemark and Albinsson,

2004, 40), though both of them are two of the primary goals of the

marketing function (Innis and La Londe, 1994, 21). Considering the

importance and benefits of customer retention, more emphasis should be

placed also on customer retention research. Especially because

satisfaction-retention link in business-to-business context has not attained

the interest of the researchers (Paulssen and Birk, 2007, 984). According

to majority of previous research, customer satisfaction leads to customer

retention (e.g., Eriksson and Löfmarck Vaghault, 2000, 370; Gustafsson,

Johnson and Roos, 2005, 216; Hallowell, 1996, 31; Ranaweera and

Prabhu, 2003, 388; Rust and Subramanian, 1992, 41; Rust and Zahorik,

1993, 212; Rust, Zahorik, and Keiningham, 1995, 59). However, only few

studies exploring this relation in business settings has been carried out;

almost all previous research has been conducted in business-to-consumer

context (Paulssen and Birk, 2007, 984). Also empirical research linking

satisfaction to actual repurchase behavior has been lacking (Mittal and

Kamakura, 2001, 132). As there clearly are gaps in knowledge, it is

investigated whether customer satisfaction affects positively on the

retention of the customers in the underlying context.

The analysis and management of customer profitability is a key issue in

securing long-term success of the business (Gurau and Ranchhod, 2002,

203). Previous research has shown that customer retention as well as

customer satisfaction affect firm profitability (e.g., Anderson, Fornell and

Lehmann, 1994, 63; Innis and La Londe, 1994, 5; Naumann and Giel,

1995, 5; Qualls and Rosa, 1995, 361). However, these links have been

estimated by comparing individual-level customer measures (satisfaction,

retention) with aggregate, firm-level profitability measures (Yeung et al.,

2002, 25; Yu, 2007, 555). Due to the lack of customer profitability data, the
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nature of the satisfaction-loyalty-profitability link has been rarely analyzed

in empirical terms (Donio’, Massari and Passiante, 2006, 448). The two

last decades of empirical research has provided comprehensive empirical

support for the hypothesis that customer satisfaction impacts profitability

(Westlund, Gustafsson, Lang and Mattsson, 2005, 1149). Yet, the direct

link between customer satisfaction and firm’s bottom line is still ambiguous

and vague (Guo, Kumar and Jiraporn, 2004, 129), and thus needs to be

researched more. In the current study, individual customer profitability

data is used, instead of firm-level profitability data. This gives a better

starting point for the investigation of the relations between customer

satisfaction, customer retention and profitability.

This study aims to clarify the relations between the constructs of the study

in the current, business-to-business, context, as well as to fill the gaps

discussed above. The purpose of this research is threefold. First,

salespeople’s customer orientation, service quality, flexibility, trust and

commitment are investigated as antecedents of customer orientation.

Second, customer retention is investigated as an outcome of customer

satisfaction. Finally, firm profitability is investigated as a result of customer

satisfaction and customer retention.

1.2 Research problem and the objectives of the research

The objective of this research is to examine the relationships between the

key concepts; customer orientation, customer satisfaction and customer

retention in business-to-business context. Additionally, their effects on firm

profitability are examined. Hence, the main research problem of the

research is:

• What are the relationships between customer orientation, customer

satisfaction, customer retention and firm profitability?
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The following supportive research questions help in conducting the

research:

• How customer orientation affects customer satisfaction?

• What is the role of selected control variables (i.e. service quality,

flexibility, trust, commitment) on customer satisfaction?

• What is the effect of customer satisfaction on customer retention?

• How customer satisfaction and customer retention contribute to firm

profitability?

In business-to-business buyer-seller transactions, salespeople are in a

critical position concerning satisfaction and retention of customers. Both of

these concepts present great importance for companies which aim

towards successful and profitable business. This research emphasizes the

role of sales personnel, by investigating the effect of their customer

orientation to satisfaction and retention levels of customers and further on

firm profitability.

In order to find answers to the research questions presented above, the

supportive research questions were formed. First of all, it is necessary to

examine how customer orientation and control variables effect on

customer satisfaction. Next step is to concentrate on customer retention

and, more precisely, how customer satisfaction contributes to retention of

business customers. Lastly, it is relevant to investigate the relations

between customer satisfaction and firm profitability as well as customer

retention and firm profitability.

1.3 Literature review

All the focal concepts have interested the practioners as well as

researchers especially from the 1990’s. During this decade, concentration

on customers really began, when organizations returned to a customer-

centred focus after being driven by technology and product innovation
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(Kong and Mayo, 1993, 5). Additionally, customer focus was seen

essential for the survival and success of virtually any business (Naumann

and Giel, 1995, 15).  Thus, it was only natural that different aspects related

to customers were seen more important and worthwhile to research. The

interest is still strong, as the role of customers for business success

continues to be crucial.

All the key concepts, customer orientation, customer satisfaction and

customer retention have attained lot of research; customer satisfaction

being the most studied one. In the current research, the relations between

these constructs are investigated. The primary source for building

theoretical base for the research has been academic articles. A wide

literature review concerning the concepts overall and especially their

interrelations was conducted in order to advance hypotheses upon

previous findings and to find answers to research problems.

Customer satisfaction research has the longest research history among

the main concepts and it is one of the most studied (Homburg and Stock,

2004, 144) and fundamental (Guo et al., 2004, 129) concept in marketing.

As customer satisfaction is the first focal construct of the study, it was

approached profoundly. The academic articles used handled mainly

customer satisfaction in relation to other constructs of the present study.

Studies by Homburg and Rudolph (2001), Anderson et al. (1994) and

Oliver (1980) were among the most significant ones concerning the

background of the construct. Important studies and researchers

concerning customer satisfaction’s relation to other constructs are

presented in the following.

The origins of customer orientation date back to the development of

marketing theory. Yet, the majority of customer orientation studies have

been conducted after 1990. Useful literature concentrated on customer

orientation as a concept, its definitions and studies investigating the link

between customer orientation and customer satisfaction. Important studies
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for this purpose were provided by Brady and Cronin (2001), Deshpandé,

Farley and Webster (1993), Hennig-Thurau (2004), Homburg and Stock

(2005), Narver and Slater (1990, 1994), Saura, Berenguer Contrí, Cervera

Taulet and Moliner Velázquez (2005) and Stock and Hoyer (2005).

Customer retention is the third focal construct of the underlying study.

Consequently, it has a crucial position in the theoretical model. Previous

customer retention literature was reviewed in terms of the links between

customer satisfaction and customer retention, as well as between

customer retention and profitability. The former link has attained the

interests of several researchers and thus a lot of material has been

published. The hypothesis concerning customer satisfaction and customer

retention was built upon studies by Cronin and Taylor (1992), Hennig-

Thurau (2004), Patterson et al. (1997), Szymanski and Henard (2001),

Ulaga and Eggert (2006), among others. Latter link has been investigated

in more modest degree, e.g. by Rust et al. (1995).

Rest of the constructs of the present study, i.e. the control variables and

firm profitability, were handled more briefly. Literature review of other

antecedents was limited to articles, in which their relations to customer

satisfaction were examined. Additionally a limited amount of articles, which

illustrate their conceptual backgrounds were reviewed.

Service quality is studied widely in literature, especially in the field of

services marketing (Barroso, Armario and Sánchez del Río, 2005, 654).

During the past decade, substantial research has been devoted to the

quality of services and its measurement (Wetzels, de Ruyter and van

Birgelen, 1998, 410). Among the vast amount of service quality

researches, the ones concerning service quality in relation to customer

satisfaction were in the centre of focus. Studies by Brady and Robertson

(2001), Cronin and Taylor (1992) and Fornell, Johnson, Anderson, Cha

and Bryant (1996) provided important results for the current study.
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The most significant researchers, in terms of the research problem

concerning other control variables, were: for flexibility Ivens (2005),

Emerson and Grimm (1999), Selnes (1998) and Zhang, Vonderembse and

Lim (2003, 2006), for trust Geyskens et al. (1998), Jap (2001) and Wetzels

et al. 1998) and lastly for commitment Antón, Camarero and Carrero

(2007), Dimitriades (2006) and Mohr and Spekman (1994).

Profitability related literature for the needs of the current study were

provided by Anderson et al. (1994), Guo et al. (2004) and Yeung et al.

(2002). Building on the established findings, theoretical framework of the

study was built. It is presented and discussed in the following subchapter.

1.4 Theoretical framework

The framework of the study is organized around the main hypotheses.

First, it is argued that customer satisfaction, in business-to-business

context, is affected by customer orientation of the employees. Second,

control variables, i.e. service quality, flexibility and commitment are

suggested to affect also customer satisfaction. Next, the retention of the

buyers is hypothesized to be affected by their satisfaction. Finally,

customer satisfaction and customer retention are argued to contribute to

firm profitability. The framework of the study is illustrated in figure 1.

Figure 1. Framework of the study

Customer
Orientation

Customer
Satisfaction

Commitment

Flexibility

Service Quality

Profitability

Customer
RetentionTrust
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Main hypothesized relationships

Effects of the control variables

Figure 1 presents the relationships formulated in the hypotheses. Main

hypothesized relationships are presented with continued arrows and the

effects of the control variables are presented with broken line arrows.

Customer satisfaction is dependant on customer orientation, service

quality, flexibility, trust and commitment, but it also influences customer

retention and firm profitability. Also customer retention has an effect on

profitability. The hypotheses of the study were summarized graphically in

figure 1 and are developed in the following discussion upon a wide

literature review concerning the constructs of the study.

1.5 Definitions of the key concepts

In this chapter, the definitions of the key concepts of the research are

presented. All of the focal concepts have been defined differently by

researchers, thus there does not exists only one accepted view of what

constitutes customer orientation, customer satisfaction or customer

retention. How these concepts have been defined and on which elements

the emphasis has been placed on, are discussed more profoundly in

theoretical chapters. The following definitions were chosen by their

suitability for the underlying context.

Customer orientation is the degree sales people practice the marketing

concept by trying to help the customers make purchase decisions that will

satisfy their needs (Saxe and Weitz, 1982).

Customer satisfaction is the emotional reaction to an experience or

experiences with a supplier (Homburg and Stock, 2004, 146). In business-

to-business context, it can be conceptualized as a judgement that a long
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term relationship with a supplier provides a desired level of purchase-

related fulfilment (Poulssen and Birk, 2007, 984).

Customer retention is defined to be repurchase intentions (Hansemark

and Albinsson, 2004, 43), and it has been concerned with maintaining the

established business relationship between a supplier and a customer

(Gerpott, Rams and Schindler, 2001, 253).

Service quality is the result of customer’s comparison of expectations,

prior to receiving the service, with service experiences (Liljander and

Strandvik, 1993, 6). Additionally, it is conceptualized and measured as an

attitude. This means that expectations are left out, and are not seen

essential in the concept of service quality. (Cronin and Taylor, 1992, 63)

Flexibility is defined to be the extent to which the supplier is willing to

make changes to accommodate the customer’s changing needs

(Noordewier, John and Nevin, 1990, 83; Homburg et al., 2002, 16).

Trust is the willingness of a party to rely on the behaviors of others

(Andaleeb, 1996, 79).

Commitment is the desire for continuity expressed by the willingness to

invest resources into a relationship (Gounaris, 2005 b, 127), and it

represents the highest stage of relational bonding (Dwyer, Schurr and Oh,

1987, 23) It also refers to organization’s interest in the customers and the

efforts to maintain customers’ loyalty by adapting to their specific needs

(Antón et al., 2007, 516).

1.6 Delimitations

The literature has established several antecedents of customer

satisfaction and customer retention. This research is limited to focus

mainly on customer orientation of the employees as an antecedent of
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customer satisfaction. Other established antecedents of customer

satisfaction, i.e., service quality, flexibility, trust and commitment, are

discussed briefly; their more profound handling has been left out and the

focus has been placed on the focal antecedent, customer orientation.

Regarding the time and extent limitations, the empirical part covers only

one selling company. Additionally, only the customers of Helsinki office are

included in the study. Due to the size of the company under investigation,

the research is delimited to relate only to small businesses.

Another delimitation concerning the empirical part of the study arises from

the collection of the data; it was collected from the key informants of the

customer companies. Lastly, the research was delimited to involve a

cross-sectional survey. As the data was gathered at one point of time, it is

not possible to analyze changes.

1.7 Research methods

A wide literature review of academic articles was conducted, upon which

the theoretical base was built. Hypotheses of the research are formed

upon theory and prior research.

Hypotheses are later on tested with quantitative research methods. A

questionnaire was formed in order to find out the levels of customer

satisfaction and retention as well as customers’ perceptions about sales

people’s customer orientation, service quality, flexibility and commitment.

Also secondary sources were used in the research; retention information

was, additionally to customers’ views, received from company’s database

with the customer profitability data.

The questionnaire was sent to business customer companies for one

specified person. Hence, the data of the study was collected from key
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informants. Measures were formed with factor analyses in order to test the

hypotheses with regression analyses.

1.8 Structure of the research

The research is organized as follows. In the first chapter, the background

of the research is described and the research questions along the

objectives are discussed. Next, literature review is presented, and upon it,

theoretical framework of the research is built. Also definitions of the key

concepts, delimitations of the study, used research methods and the

structure of the review are described in this first chapter.

The introduction chapter is followed by two theory chapters. In the first one

customer satisfaction and its antecedents are discussed. The focus is on

customer orientation and customer satisfaction, as they are focal concepts

of the study. The chosen other antecedents, i.e., service quality, flexibility,

trust and commitment, are handled more briefly. The definitions,

antecedents, outcomes and overall importance of all these concepts are

discussed. Upon the results and information provided by prior research,

hypotheses concerning their relations are formed.

The second theory chapter discusses the concept of customer retention

and its relation to customer satisfaction and firm profitability. As customer

retention is third focal concept of the study, its significance, definitions,

outcomes and antecedents are discussed profoundly. Hypotheses

concerning relations between customer satisfaction and customer

retention, customer satisfaction and firm profitability as well as customer

retention and firm profitability are built.

These theoretical chapters are followed by a methodology chapter. In this

chapter, the measures are developed and discussed. The reasons why

these measures were chosen, as well as their previous use, are under

discussion. Also all the items used in the questionnaire are presented. The
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last subchapters handle sampling, response rate, data collection and

coding.

Chapter five discusses the findings of the study. First, the case company

Wextra Oy., is briefly presented. This is followed by a descriptive analysis

concerning response behavior, respondents and their companies. Finally,

after presentation of measurement scales, hypotheses’ testing is handled.

In the last chapter, conclusions are drawn. First reliability and validity of

the study are discussed. Next, the most important findings of the research

are discussed with theoretical and managerial implications. Lastly,

limitations of the research are described and future research

recommendations are presented.
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2 FACTORS EXPLAINING CUSTOMER SATISFACTION

In this chapter, first concepts of customer orientation and customer

satisfaction are discussed. Their definitions and benefits are handled upon

established literature along the background of customer orientation and

customer satisfaction research. Upon previous literature, hypothesis

concerning their relation is built. Also other antecedents are handled and

hypotheses related to these concepts are advanced.

2.1 Customer satisfaction

According to a widespread agreement in the literature, customer

satisfaction is an important driver of organizational performance (Stock,

2005, 59), as well as a key component of competitive strategies (Stank,

Daugherty and Ellinger, 1997, 2), and sustainable advantage (Patterson et

al., 1997, 4). Consequently, in market driven economy, the measurement

of customer satisfaction is of great importance (Wy at al., 2006, 237).

Customer satisfaction is of critical importance for the firm’s survival, growth

and success (Guo et al., 2004, 141). Hence, it has been a major goal of

business organizations (Dimitriades, 2006, 782; Homburg and Rudolph,

2001, 29). According to the marketing concept, customer needs are

essentially satisfied through integrated marketing, with the intention to

satisfy customer while earning profit. The basic idea is that a satisfied

customer will be more likely to repurchase, which leads to increased sales

and market share for the company. (Innis and La Londe, 1994, 2) Thus, in

order to achieve long-term business success, it is critical to keep

customers happy (Stank et al., 1997, 2).
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2.1.1 Customer satisfaction in theory

Customer satisfaction is a complex construct (Rossomme, 2003, 185),

which cannot be easily defined (Barroso et al., 2005, 654). In defining

customer satisfaction, two different conceptualizations can be

distinguished: transaction-specific and cumulative. Transaction specific

view sees customer satisfaction as a post choice evaluative judgment of a

specific purchase occasion (Oliver, 1980, 460). In other words, it is

customer’s feeling or attitude towards a product or service after it has

been used (Jamal and Naser, 2002, 147). Cumulative customer

satisfaction is an overall post purchase evaluation (Fornell, 1992, 12) and

consumption experience with a good or service over time. Whereas

transaction-specific satisfaction can provide specific diagnostic information

about a particular product or service encounter, cumulative satisfaction is

more fundamental indicator of the firm’s past, current and future

performance (Anderson et al., 1994, 54).

In business-to-business context, customer satisfaction should be

understood as a relationship specific, rather than a transaction-specific,

construct (Homburg and Rudolph, 2001, 16). In line with this, customer

satisfaction can be conceptualized as a judgment that a long term

relationship with a supplier provides a desired level of purchase-related

fulfillment (Poulssen and Birk, 2007, 984). In other words, it is an overall

positive affect, which reflects a buyer’s overall contentment regarding its

relationship with a supplier (Andaleeb, 1996, 80). Cumulative satisfaction

is more relevant because it is the stronger driver of customer behavior

(Homburg, Koschate and Hoyer, 2005, 94), and thus, in the underlying

study, customer satisfaction is treated as cumulative.

Disconfirmation of expectations model is well-known (Emerson and

Grimm, 1999, 404), and it dominates research and managerial practice

(Spreng, MacKenzie and Olshavsky, 1996, 15). Research has seen

customer expectations as the reference point of customer satisfaction
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(Swadding and Miller, 2002, 63), which writers have agreed to see as a

factor in post purchase evaluations (Oliver, 1980, 460). Later, these

expectations have been considered to play an important role in customer

satisfaction (Anderson and Sullivan, 1993, 132), or even to be the most

defining characteristic of its measurement (Swadding and Miller, 2002,

63). Already the early reviewers and researchers in the areas of job, life,

self and patient satisfaction agreed that satisfaction is a function of an

initial standard and some perceived discrepancy from the initial reference

point (Oliver, 1980, 460).

Expectations are thought to create a frame of reference about which one

makes a comparative judgement (Oliver, 1980, 460). Customer feels

satisfied when the perceived performance exceeds his expectations (a

positive disconfirmation), and on the other hand, dissatisfaction arises

when performance falls short of a customer’s expectations (a negative

disconfirmation) (Jamal and Naser, 2002, 147; Oliver, 1980, 460-461).

Thus, satisfaction is best specified as a function of perceived quality and

disconfirmation (Andrson and Sullivan, 1993, 125). Expectations have

been seen to have a positive effect on customer satisfaction in the long

run, because they capture the accumulated memory of the market

concerning all past information and experience (Anderson et al., 1994,

64). To deliver superior value, businesses have to understand what their

customers expect, for exceeding those expectations is the basis of

enduring customer loyalty (Slater and Narver, 1994, 24-25).

Experience-based assessment of customer satisfaction is made by the

customer of how far his own expectations about the individual

characteristics or overall functionality of the services from the provider

have been fulfilled (Gerpott et al., 2001, 253-254). In business-to-business

context, customer satisfaction has been defined as the emotional reaction

to an experience, or experiences, with a supplier. It is produced by the

customer’s assessment of the degree to which a supplier’s performance is

perceived to have met or exceeded comparison standard. (Homburg and
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Stock, 2004, 146) Industrial customer satisfaction has been defined also

as follows. Customer satisfaction is a relationship-specific construct

describing how well a supplier meets a customer’s expectation in the

following areas: product features, product-related information, services,

order handling, complaint handling, interaction with salespeople and

interaction with internal staff (Homburg and Rudolph, 2001, 17-18). Stated

simply, customer satisfaction is based on the difference between what

customers expect and what they get (Hansemark and Albinsson, 2004,

41). Despite the wide acceptance, disconfirmation of expectations model

is not a complete picture of satisfaction formation (Spreng et al., 1996, 15).

2.1.2 Background of customer satisfaction research

Researchers have been interested in customer satisfaction far over 20

years (Goff, Boles, Bellenger and Stojack, 1997, 171; Oliver, 1980, 469). It

is one of the most widely studied constructs in marketing (Homburg and

Stock, 2004, 144), and the number of academic studies on the concept is

still growing (Homburg and Rudolph, 2001, 15; Lam, Shankar, Erramilli

and Murthy, 2004, 293; Szymanski and Henard, 2001, 16). Additionally,

the companies and managers have expressed their interest towards

customer satisfaction, as most of them have been measuring it for quite

awhile (Athanassopoulos and Iliakopoulos, 2003, 224; Homburg and

Rudolph, 2001, 15; Swadding and Miller, 2002, 62), and measuring is still

becoming increasingly common (Homburg and Rudolp, 1999, 29).

End customers have been in the centre of focus for the last decades in the

field of customer satisfaction research (Anderson and Sullivan 1993, 125;

Homburg et al., 2002, 2; Homburg and Rudolph, 2001, 15; Rossomme,

2003, 179), thus business-to-consumer markets have formed the settings

of customer satisfaction research far more often than business-to-

business markets. Researchers have investigated theoretical determinants

of satisfaction, their interrelationships and direct and indirect relationships

of these determinants (Anderson and Sullivan 1993, 125; Homburg et al.,
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2002, 2). Customer satisfaction research has focused predominantly on

modelling the effects of expectations, disconfirmation of expectations,

performance, affect, and equity on buyers’ level of satisfaction (Szymanski

and Henard, 2001, 17).

As customer satisfaction is past oriented, also questions of customer

satisfaction surveys usually focus on past experiences (Swadding and

Miller, 2002, 63). Efforts to increase current customers’ satisfaction

primarily affect future purchasing behavior (Anderson et al., 1994, 63).

Hence, the company’s future profitability depends on satisfying customers

in the present (Anderson and Sullivan, 1993, 141).

Empirical researches have been conducted in different contexts, among

which service settings have gained a lot of attention (e.g.

Athanassopoulos and Iliakopoulos, 2003; Dimitriades, 2006; Gerpott et al.,

2001; Gustafsson et al., 2005; Rust and Zahorik, 1993). Researchers have

discovered several antecedents and outcomes of customer satisfaction.

Especially, the antecedents of satisfaction have been the subject of

studies already from the 1960’s (Anderson and Sullivan, 1993, 125). Good

complaint management, product and service development, price and good

relations have been found to contribute to satisfaction (Hansemark and

Albinsson, 2004, 43). Also, alternative attractiveness, relationship

investment and voice are established antecedents of customer satisfaction

(Ping Jr., 2003, 237). In retail banking empirical results confirmed that

customer satisfaction is a function of service quality, price, innovativeness,

and convenience (Athanassopoulos, 2000, 204). Other study confirms the

significance of service quality in service context (Levesque and

McDougall, 1996, 19).

Most of the extant customer satisfaction research in business-to-business

exchanges has been conducted in a channels context, thus exploring the

distributor’s satisfaction with a manufacturer (e.g., Homburg et al., 2002;

Mohr and Spekman, 1994). Coordination, commitment, trust,
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communication quality, information sharing, participation and joint problem

solving have been positively related to satisfaction with either

manufacturer’s support or profit by dealers (Mohr and Spekman, 1994,

144), hence emphasizing the significance of cooperation as a determinant

of satisfaction. In business-to-business context, customer value has been

found to be an antecedent of customer satisfaction (Lam et al., 2004, 305).

Among industrial buyers, multiple quality antecedents of satisfaction, e.g.,

technological leadership and competitive advantage have been suggested

(Qualls and Rosa, 1995, 364). Beside quality, results indicate that also

flexibility is an important antecedent of customer satisfaction in buyer-

supplier relationships between manufacturing companies (Homburg et al.,

2002, 21).

Customer satisfaction is frequently regarded as a crucial determinant of

long-term success of a business (Pettijohn, Pettijohn and Taylor, 2002,

743), as it has a positive effect on business performance (Anderson et al.,

1994, 53). Additionally, it has been related to profit (Anderson et al., 1994,

63; Hallowell, 1996, 38; Oakland and Oakland, 1998, 189; Rust and

Zahorik, 1993, 212) as well as to other key benefits for the firm

(Hansemark and Albinsson, 2004, 41). The most prominent ones are

found to be less price sensitivity (Anderson et al., 1994, 55; Turel and

Serenko, 2006, 326), willingness to pay more (Homburg et al., 2005, 89),

less interest in competitors (Anderson et al., 1994, 55), increased loyalty

(Anderson et al., 1994, 55; Fornell, 1992, 17; Gerpott et al., 2001, 253;

Lam et al., 2004, 305; Sanzo et al., 2003, 331), lower costs, e.g. in

attracting new customers (Anderson et al., 1994, 55), market share (Rust

and Zahorik, 1993, 212; Rust et al., 1995, 59), purchase behavior (Donio’

et al., 2006, 452), as well as purchases of additional products, retention of

customers (Anderson et al., 1994, 55; Anderson and Sullivan, 1993, 141;

Gustafsson et al., 2005, 216; Hallowell, 1996, 31; Rust and Subramanian,

1992, 41; Rossomme, 2003, 183; Rust and Zahorik, 1993, 212; Rust et al.,

1995, 59; Selnes, 1998, 316; Szymanski and Henard, 2001, 19), and it

also results as an increased share of business a customer conducts with a
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particular service provider (Keiningham, Perkins-Munn and Evans, 2003,

48).

2.2 Customer orientation

The origins of customer orientation can be traced to the development of

marketing concept, which holds that ultimate goal of an organization is to

fulfill customer needs for the purpose of maximizing business profits

(Appiah-Adu and Singh, 1998, 386; Zhu and Nakata, 2007, 190).

Customer orientation is the key dimension of market orientation due to the

explicit recognition of it beneficial effects on customer (Sanzo et al., 2003,

331). For a market orientation to be truly effective, employees have to

implement the company’s market orientation strategy, and customers must

realize the benefits a market-oriented company provides (Jones, Busch,

and Dacin, 2003, 323).

Implementation of marketing concept in service firms is done through

service employees and their interactions with customers (Donavan et al.,

2004, 128), thus it can be argued, that in business-to-business context,

the implementation is done through sales people as they are the ones

interacting with customers.

In the literature customer orientation has been defined in several ways.

Also it is often associated with other terms, such as: market orientation,

marketing concept, customer first and market-driven or market focused

organization. (Nwankwo, 1995, 6; Saura et al., 2005, 499) These terms

are used when describing an organization where customer needs are the

basis for planning and designing organizational strategy (Saura et al.,

2005, 498). The fundamental thrust is the same in every case: the goal to

put customer at the center of strategic focus (Nwankwo, 1995, 6).
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Companies which adopt customer orientation are more likely to provide

quality, contribute to customer satisfaction and attain organizational goals

more effectively and efficiently than competitors (Saura et al., 2005, 498).

2.2.1 Conceptual background of customer orientation

As stated, several definitions of customer orientation have been

established, as well as it is called with different names. Yet, the essential

part of customer orientation clearly points out from the definitions; the

concentration on customers. In table 1, the most common definitions of

customer orientation, the researchers and the studies in which the

definitions have been presented and also the frequency of the commonly

used concepts in these definitions are pointed out
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Table  1. Definitions and central concepts of customer orientation

Authors, year Definition H
e
l
p

Satis-
fy

needs

V
a
l
u
e

Un-
der-

stand

Cust.
focus

Conti-
nuity

Be-
hav.
or

tende
ncy

Saxe and Weitz
(1982)

Customer-oriented behavior can
be seen as a degree which sales
people practice the marketing
concept by trying to help their
customers make purchase
decisions that will satisfy
customer needs

X X X

Narver and
Slater (1990)

Customer orientation is the
sufficient understanding of the
customers to be able to create
superior value for them
continuously

X X X

Kohli and
Jaworski
(1990)

Market orientation is an
organization wide market
intelligence generation,
dissemination and
responsiveness related to
current and future customer
needs. A customer focus is the
central element of it

X X

Deshpandé et
al. (1993)

Customer orientation is the set
of beliefs that puts the
customer’s interest first, not
excluding other stakeholders’
(owners, managers, employees)
interests, in order to develop a
long-term profitable enterprise

X

Slater and
Narver
(1994)

Organization is market oriented
when its culture is systematically
and entirely committed to
continuous creation of superior
customer value. Market
orientation is divided into three
components: competitor focus,
cross-functional coordination
and customer orientation, which
is seen to be the heart of market
orientation

X X

Williams and
Attaway
(1996)

Customer orientation is specified
to be a type of behavior
exhibited by organization and
group member, e.g. salespeople

X

Brown, Mowen,
Donavan and
Licata (2002)

Customer orientation is an
employee’s tendency or
predisposition to meet customer
needs in an on-the-job context

X X

Hennig-Thurau
(2004)

Customer orientation of service
employees is the extent to which
employee’s behavior in person-
to-person interactions meets
customer needs

X X
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In table 1 the commonly used definitions are presented along the most

common concepts used in these definitions. In the table, help means

helping customers, satisfy needs means the satisfaction of customer’s

needs, value means value creation for customers, understand

understanding customers, cust. focus customer focus, continuity

continuance in behavior, and behav. behavior. Upon this list, a conclusive

definition is formed:

Customer orientation is a way to behave in order to satisfy customers’

needs continuously. This happens by helping, understanding and creating

value for customers; stated simply, keeping customers in the centre of

focus.

Customer orientation is a way to behave. It is not just individual acts, even

though customer orientation can be seen as individual acts, when

employees try to help, understand and create value for customers.

Customer orientation should be a permanent way to behave with and for

customers.

The goal in mind is a satisfied customer. Customers have needs, which

have to be successfully satisfied, and always the better when extra value

is simultaneously delivered. Companies aim for long-term profitability and

to succeed in it, one of the most important factors is the retention of

profitable customers. Therefore continuity of customer orientation is

required. When customers are continuously kept in the centre of focus,

competitive advantage can be attained; it can be a way to stand out from

the competitors and keep customers satisfied.

2.2.2 Background of customer orientation research

Marketing researchers and practioners have been very interested in the

concept of customer orientation in recent years (Stock and Hoyer, 2005,

536). Customer orientation research is relatively new, as the great majority
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of the research has been conducted since the beginning of the nineties.

Both, organization’s (employee’s) and customer’s viewpoints have been

used. Yet, it has been more common that employees themselves evaluate

their customer orientation in empirical researches. Still researches reveal

that customers may not consider employees to be as customer oriented as

they do themselves (Deshpandé et al., 1993, 30; Donavan and Hocutt,

2001, 293). Due to this, in this research customer orientation of

salespeople is evaluated by the customers, instead of using their own

assessments.

Prior research of customer orientation can be divided into two levels:

organizational (e.g. Kohli and Jaworski 1990) and individual (e.g. Donavan

et al. 2004; Hennig-Thurau 2004). Organizational level has focused on the

concept of market orientation that fundamentally establishes tenets of

organizational behavior concerning firm’s customers and competitors. In

contrast, individual level research relates to the interpersonal contact

between employees and customers. (Stock and Hoyer, 2005, 536)

Research at the individual level is rooted in two areas: the personal selling

literature (e.g. Saxe and Weitz 1982) and the services marketing literature

(e.g. Brown et al. 2002; Stock and Hoyer 2005).

Research has revealed several benefits of customer oriented employees

for firms. First of all, according to the basic assertion of the marketing

concept, customer oriented companies do perform better (Deshpandé et

al., 1993, 31). Also sufficient empirical support to a direct link between an

organization’s customer orientation and its business results has been

established (Saura et al., 2005, 498). Customer orientation enhances

business performance (Kilic and Dursun, 2007, 6; Rozell et al., 2004, 418;

Zhu and Nakata, 2007, 198), regardless of firm’s size and industry it is in

(Zhu and Nakata, 2007, 198).

Moreover, customer orientation has a positive impact on customer

satisfaction (Deshpandé et al., 1993, 24; Donavan and Hocutt, 2001, 293;
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Goff et al., 1997, 171; Hennig-Thurau, 2004, 469; Homburg and Stock,

2005, 409; Saura et al., 2005, 498; Saxe and Weitz, 1982, 348), new

product success, sales growth (Appiah-Adu and Singh, 1998, 390-391),

profitability levels (Appiah-Adu and Singh, 1998, 391; Narver and Slater,

1990, 32), higher job performance (Boles, Babin, Brashear and Brooks,

2001, 8), and relationship development (Kilic and Dursun, 2007, 6).

Customer-oriented firms are also perceived as having better quality

physical goods and employee performance (Brady and Cronin, 2001,

248). As contact employees with a customer-oriented disposition strive to

meet customers’ needs, customers are less inclined to seek an alternative

service provider (Donavan and Hocutt, 2001, 297), and consequently, are

retained. This path has been tested empirically by other researchers

(Hennig-Thurau, 2004, 465; Jones et al., 2003, 334). In conclusion, there

seems to be a general agreement that customer-oriented employees more

likely deliver exceptional service quality and create satisfied customers

(Stock and Hoyer, 2005, 538).

2.2.3 Customer-oriented salespeople

There are basic differences between marketing to businesses and

marketing to consumers (Cooper and Jackson, 1988, 51). It is also well

known, by both scholars and practitioners, that a business-to-business

relationship is characterized by closer and deeper interfaces than

customer approach (Kong and Mayo, 1993, 5).

Customer orientation is specified as a type of behavior exhibited by

organization and group members, such as salespeople (Williams and

Attaway, 1996, 36). Hence, their role can be seen crucial in order to put

customers in the centre of focus. The creation of superior value for

customers requires continuous efforts from employees to maximize

customer delivered value (Aggarwal and Gupta, 2005, 58). The

salespeople have roles as boundary spanners in business-to-business

settings. This means that they are the ones interacting with the customers
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(Hansemark and Albinsson, 2004, 40). They can be used in coordinating

services and contacts between the firm and its important customers. They

do not only contribute to a more accurate understanding of customers, but

they can also create a dedicated and closely coordinated relationship with

customers (Zhang et al., 2006, 393).

Customer oriented selling has been initially characterized in the following

manner:

1. A desire to help customers make satisfactory decisions in

purchasing

2. To help customers assess their needs

3. To offer products that will satisfy those needs

4. To describe products accurately

5. To avoid deceptive or manipulative influence tactics

6. To avoid the use of high pressure

(Saxe and Weitz, 1982, 344)

Highly customer oriented personnel emphasize and identify better needs

and wants of their customers (Kilic and Dursun, 2007, 6). Sales persons

who possess customer-oriented skills can also develop and maintain

better relationships with buyers than salespeople who do not possess

these skills (Kilic and Dursun, 2007, 6; Williams and Attaway, 1996, 45),

because customer oriented salespeople affect positively customers’

behavior in the relationship. More precisely, to the extent to which

customers use the salespeople as an information source, cooperate with

salespeople in identifying needs, and trust salespeople. (Saxe and Weitz,

1982, 348)

Customer-oriented sales people can create a high level of customer

satisfaction, and thus develop a strong customer base for a company (Kilic

and Dursun, 2007, 1). Creation of superior value for buyers continuously

requires that a seller understands a buyer’s entire value chain (Slater and

Narver, 1994, 22), as customers expect salespeople to meet the unique
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needs they have (Siguaw, Brown and Widing, 1994, 108). Salespeople are

the leading players in keeping the money coming in, as well as in getting a

customer to sign a contract (Ovenden, 1995, 47). Any employee

interacting with customers is in a position, either to increase or to

decrease customer satisfaction (Hansemark and Albinsson, 2004, 40),

and either to jeopardize or to enhance the relationship (Potter-Brotman,

1994, 53). Regardless as to what business leaders may be trying to

implement in their companies (Hansemark and Albinsson, 2004, 40). As a

result, any person who interacts with customers must have appropriate

skills to respond to customer needs (Potter-Brotman, 1994, 53). In fact,

one important characteristic of a successful boundary spanning process is

the capability to support a high level of customer satisfaction (Zhang et al.,

2006, 393).

Boundary spanners are in the most important position regarding

satisfaction and retention of the customers. Most likely the experience and

attitudes of the individuals in closest contact with customers affect whether

or not customers are satisfied and willing to return to the company. These

employees also determine who the retained and satisfied customers are,

and their experience determines how they treat customers. (Hansemark

and Albinsson, 2004, 40) Hence, sales people role’s in customer retention

is vital (Potter-Brotman, 1994, 53).

Customer orientation places an emphasis on listening to customers and

dialogue (Thakor and Joshi, 2005, 585). Importantly, the employees in

direct contact with the customers have excellent possibilities of listening

them (Jones and Sasser, 1995, 93). In business markets, salespeople are

a company’s primary source of communication to the customer. As a

result, a salespersons behavior affects the relationship between a

company and its customers (Lambert, Sharma and Levy, 1997, 179)

Salespeople, who practice customer-oriented approach, must spend time

in collecting information about customer needs, and in demonstrating how

their products satisfy those needs (Saxe and Weitz, 1982, 348). If a



29

company is to be successful, it must understand what customers expect

from sales personnel in their market, and make sure that their employees

meet or exceed those expectations (Goff et al., 1997, 178). Also to be

effective, the employees need to have sufficient time and opportunity to

show actions; the customer contact employees need to be sufficiently

empowered to take care of individual customer needs (Aggarwal and

Gupta, 2005, 71).

Customers have both, immediate and long term preferences. Typically,

short-term preferences or wants are felt and clearly articulated whereas

long-term preferences or needs tend to be latent. A customer-oriented

salesperson aims to uncover and satisfy these long-term needs. (Thakor

and Joshi, 2005, 585) Especially, when it comes to relationship marketing,

salespeople need to focus on more longer-term and customer-oriented

selling strategies rather than selling techniques directed towards

immediate sales transactions (Williams and Attaway, 1996, 34). Business-

to-business services are often provided in the form of long-term business

relationships (Ivens, 2005, 566). Additionally, in most business-to-

business exchanges, the fulfilment of an effort is not the achievement of a

sale, but rather an event in a wider endeavour to build and sustain a long-

term relationship with the customer and see that business continues

(Gounaris, 2005 b, 126). Customer-oriented selling is concerned with a

conflict as salespeople are required to forgo immediate benefits in order to

achieve long-term rewards (Rozell et al., 2004, 405).

Customer-oriented selling is cost effective when salespersons have the

resources needed to tailor their offerings to customer needs. These

resources are, e.g., ability of salespeople to analyze customer problems

and the availability of broad range of products that can be offered as

solutions. (Saxe and Weitz, 1982, 348)
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2.2.4 Hypothesis related to customer orientation and customer

satisfaction

The canons of the marketing concept asset that customer orientation

creates satisfied customers (Deshpandé et al., 1993, 24). Companies that

adopt a customer orientation perspective are more likely to contribute to

customer satisfaction than competitors (Saura et al., 2005, 498). Most

leading organizations achieve unparallel levels of customer satisfaction

because employees are managed effectively, involved in, informed about

and motivated and committed to meet, or even exceed, customers’

requirements. This can be called customer-centred focus that is

communicated to, and involves, employees at all levels. (Oakland and

Oakland, 1998, 189) Customer satisfaction is likely increased by

customer-oriented selling when salespeople can use information collected

during subsequent interactions and reduce their sales cost per sale (Saxe

and Weitz, 1982, 348). In a summary, customer oriented employees have

a positive effect on customer satisfaction.

Previous research emphasizes the importance of customer oriented

behavior of customer contact employees for customer satisfaction

(Homburg and Stock, 2005, 399). Researches, investigating this link

between customer orientation and customer satisfaction, have been

conducted in different research settings. Next, the findings from previous

researches in consumer context are discussed. This is followed by a

discussion of findings in business-to-business environment.

Donavan and Hocutt (2001) found service employees’ customer

orientation to increase customer satisfaction and commitment. This

research was carried out in a restaurant setting and the evaluation of the

employees’ customer orientation was made by the customers. (Donavan

and Hocutt, 2001, 293) Brady and Cronin (2001) have showed that being

perceived as a customer-oriented company, customer satisfaction is

increased. This relation was hypothesized to be mediated by customer
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perceptions of overall service quality and this path was significant and

positive. Consumers were the ones evaluating employees’ customer

orientation and the study focused on three specific service industries.

(Brady and Cronin, 2001, 247) Hennig-Thurau (2004) carried out a

research concentrating on customer orientation of service employees

(COSE). The data was collected from consumers who evaluated their

experiences from two different service settings. The results revealed that

service employees’ level of customer orientation is a key driver for

customers’ satisfaction with the service provider. (Hennig-Thurau, 2004,

469) Goff et al. (1997) conducted a research in a retail setting and found

out that salesperson customer orientation was directly linked to customer

satisfaction with the salesperson, which in turn positively influences

satisfaction with the selling firm, product and manufacturer. (Goff et al.,

1997, 171)

Customer oriented salespeople was found to enhance customer

satisfaction in business-to-business context across several different

industries (Homburg and Stock, 2005, 409). Homburg and Stock (2005)

hypothesized that salesperson customer orientation will be positively

related to customer satisfaction. Data for the study was obtained from

salespeople and customers for whom these sales persons are

responsible. This dyadic data set was collected across manufacturing and

services in a business to business context. (Homburg and Stock, 2005,

393, 409) Stock and Hoyer (2005) built upon previous research and

proposed a two-dimensional conceptualization of customer orientation:

customer oriented attitudes and behaviors. The findings showed that both

customer-oriented attitudes and behaviors have an impact on customer

satisfaction. While behaviors have the stronger link to customer

satisfaction, also attitudes have a direct effect. Also in this study, the

analysis was based on dyadic data that involved judgements provided by

salespeople and their customers. (Stock and Hoyer, 2005, 548)
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Prior research supports direct impact of customer orientation on customer

satisfaction (Donavan and Hocutt 2001, 293; Hennig-Thurau 2004, 469).

Empirical evidence reveals clear and positive connection between

customer orientation of service employees and customer satisfaction

measured from customer’s viewpoint (Donavan and Hocutt 2001, 293).

Brady and Cronin (2001) found also indirect connection between customer

orientation and customer satisfaction. Their research revealed that positive

quality perceptions can be attained through customer orientation, and this

has a result in the value and satisfaction customer experiences. (Brady

and Cronin, 2001, 247)

As a summary of the above discussion, researchers have found a positive

connection between customer orientation and customer satisfaction (e.g.,

Brady and Cronin, 2001; Donavan and Hocutt, 2001; Hennig-Thurau,

2004; Narver and Slater, 1990). In line with previous findings, the first

hypothesis states:

H1: Salespeople’s customer orientation is positively related with customer

satisfaction

2.3 Other antecedents of customer satisfaction

In this subchapter the control variables of the current study, i.e., service

quality, flexibility, trust and commitment, are discussed and hypotheses

are formed upon previous research.

2.3.1 Service quality

There exists a growing importance of services in the worldwide economy.

Additionally, goods firms have recognised the need to compete on the

service dimensions of the augmented product. (Boulding, Kalra, Stelin and

Zetihaml, 1993, 7) Thus, service quality plays a major role for the success

of any business. Marketers have realized this; in order to retain customers,
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high quality services must be provided (Dabholkar, Shepherd and Thorpe,

2000, 139).

Service quality resembles an attitude in many ways (Lee and Hwan, 2005,

635). It has been seen as the comparison between customer’s

expectations prior to receiving the service and customer’s service

experiences. When expectations are met or exceeded, service quality is

perceived to be satisfactory. (Liljander and Strandvik, 1993, 6) Thus, the

disconfirmation paradigm is dominant both in consumer satisfaction and in

perceived service quality researches. Disconfirmation models are based

on the belief that consumers form expectations of goods and services

before purchasing. Consequently, satisfaction and perceived service

quality are thought to be dependent on performance compared to prior

expectations. (Liljander and Strandvik, 1993, 7) Due to the common

disconfirmation paradigm, there seems to be a great deal of similarity

between these two constructs (Spreng and Mackoy, 1996, 201)

The results of a study by Spreng and Mackoy (1996) support the common

notion that customer satisfaction and service quality are distinct. The

concepts also have different antecedents, e.g. the disconfirmation of

expectations did not have a direct effect on service quality (Spreng and

Mackoy, 1996, 210). In fact, several researchers have found service

quality to be an antecedent of customer satisfaction (e.g. Cronin and

Taylor, 1992).

Grönroos (2001) suggest that the attributes of perceived service quality

can be divided into two sets. First set is functional, such as ambiance and

provider attractiveness that describe how the service is delivered. The

second one is technical, such as outcomes that describe the quality of

what is delivered. (Grönroos, 2001, 100) According to Cronin and Taylor

(1992) service quality should be conceptualized and measured as an

attitude. They base their suggestion on both literature review and empirical

results. They claim that literature supports the performance-only approach.
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(Cronin and Taylor, 1992, 63) This means that expectations are left out

and are not seen essential in the concept of service quality. In the

underlying research, service quality is handled in line with the view of

Cronin and Taylor (1992). The disconfirmation paradigm is not seen

essential in defining nor measuring service quality. Only perceptions of

service quality are applied.

Research has shown that service quality has a positive effect on

customers’ repurchase intentions, which leads to more interactions and/or

transactions (Boulding et al., 1993, 24; Lee and Hwan, 2005, 646; Venetis

and Ghauri, 2004, 1578). Boulding et al. (1993) were the ones verifying

first in a field setting, that the greater customers’ perceptions of a firm’s

overall service quality, the more likely the customers engage in beneficial

behaviors, e.g. generate positive word of mouth and recommend the

service (Boulding et al., 1993, 24). Service quality is also a major factor in

establishing long-term customer relationships and in maintaining them.

(Venetis and Ghauri, 2004, 1592-1593) Additionally, it has a strong impact

on customer’s commitment (Venetis and Ghauri, 2004, 1592).

2.3.2 Hypothesis related to service quality and customer satisfaction

Various studies have investigated the link between perceived service

quality and buyer’s satisfaction and found customer satisfaction to be

enhanced by service quality (Barroso et al., 2005; Brady and Robertson,

2001; Chumpitaz and Paparoidamis, 2004; Cronin and Taylor, 1992;

Dabholkar et al., 2003; Fornell et al., 1996; Kong and Mayo, 1993; Lee

and Hwan, 2005, 646). Although, the causal ordering of these concepts

has been debated, the predominant view is that service quality influences

customer satisfaction. (Wetzels et al., 1998, 410)

Fornell et al. (1996) investigated perceived quality as an antecedent of

customer satisfaction. Perceived quality is the served market’s evaluation

of recent consumption experience. The result showed positive link
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between the concepts (Fornell et al., 1996, 14), indicating the importance

of quality when aiming towards a satisfied customer. Cronin and Taylor

(1992) investigated the causal order of service quality and customer

satisfaction in consumer context. The analysis suggested that service

quality had a significant effect on consumer satisfaction in all four samples

of the study. (Cronin and Taylor, 1992, 63) Also in the study by Brady and

Robertson (2001), the causal order of service quality and customer

satisfaction and was examined. Service quality was found to be an

antecedent of customer satisfaction and the fit of the model was excellent,

contrary to the other model, which proposed service quality to be an

outcome of customer satisfaction. (Brady and Robertson, 2001, 58)

Based on the findings of the past studies, the following hypothesis can be

suggested:

H2: Service quality will effect positively on customer satisfaction

2.3.3 Flexibility

In management studies, flexibility has a long tradition. The extant literature

contains several definitions, which refer to thee distinct dimension: an

actor’s ability to react on another actor’s demand for modifications in a

flexible manner, the willingness of an act to do so, and the actual behavior

the actor shows. (Ivens, 2005, 567)

Flexibility is the company’s ability to meet an increasing variety of

customer expectations without excessive costs, time, organizational

disruptions, or performance losses (Zhang et al., 2006, 390). It deals with

the reaction an actor shows if its partner asks it to modify an existing

agreement (Ivens, 2005, 567). Flexibility has also been defined to be the

extent to which the supplier is willing to make changes to accommodate

the customer’s changing needs (Noordewier et al., 1990, 83; Homburg et

al., 2002, 16). In other words, flexibility defines a bilateral expectation of
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willingness to make adaptations as circumstances change (Heide and

John, 1992, 35). Typically such accommodation involves short-term

responses to sudden, often unanticipated customer needs (Cannon and

Homburg, 2001, 32).

Buyer’s requests for adjustments (in price, maintained stock levels,

emergency deliveries, etc.) constitute opportunities for suppliers to display

flexibility (Noordewier et al., 1990, 83). A flexible supplier may apply rules

and policies loosely as well as grant exceptions to meet customer

requests (Cannon and Homburg, 2001, 32). From supplier’s point of view,

it represents insurance that the relationship will be subject to good-faith

modification if a particular practice proves detrimental in the light of

changed circumstances (Heide and John, 1992, 35). In general view, it is

relevant in any type of a relationship and its lack can threat the continuity

of any relationship (Ivens, 2005, 568, 574).

2.3.4 Hypothesis related to flexibility and customer satisfaction

The supplier can achieve satisfied customers through flexibility by

adjusting products and deliveries according to the demands of the

customer. As the dynamics within the market environment create different

changes in production and supply processes, the suppliers are expected

to be able to adjust to these changes. (Selnes, 1998, 319)

The path from supplier flexibility to customer satisfaction has been tested

empirically by prior researchers. Results by Ivens (2005) showed flexibility

to have a significant and strong positive effect on customer satisfaction in

business-to-business context. Additionally, it increases customer trust and

has a significant positive impact on customer commitment. (Ivens, 2005,

572) The study by Emerson and Grimm (1999), conducted in business-to-

business context, revealed that supplier flexibility contributed to customer

satisfaction, both directly and through an interaction with customer service

(Emerson and Grimm, 1999, 412). Zhang et al. (2006) investigated
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spanning flexibility among manufacturers. They found that strategy

development flexibility had a significant, positive and direct impact on

customer satisfaction. (Zhang et al., 2006, 396) The authors have also

studied volume flexibility and mix flexibility (flexibility of product line)

among manufacturers. Again, the results indicated that both of them have

significant, direct and positive impacts on customer satisfaction. However,

mix flexibility seemed to have a greater impact on customer satisfaction.

(Zhang et al., 2003, 186)

In line with previous findings, hypothesis 3 states:

H3: Salespeople flexibility effects positively on customer satisfaction

2.3.5 Trust

Trust represents some overall evaluation, feeling or attitude about the

other party in the relationship (Selnes, 1998, 308-309). The literature

provides different definitions of trust (Andaleeb, 1996, 79), which are

discussed next.

Trust is the willingness of a party to rely on the behaviors of others

(Andaleeb, 1996, 79). It is claimed to exist when one party has confidence

in a partner’s reliability and integrity (Morgan and Hunt, 1994, 23). In

business-to-business environment, trust has been conceptualized as the

confidence of the exchange actors in other’s goodwill (Gounaris, 2005 b,

127). According to most channel studies, and a consensus in the social

psychology, trust is defined as the extent to which a firm believes that the

other party is honest and/or benevolent. Trust in the partner’s benevolence

means, that a channel member believes that its partner is genuinely

interested in one’s interests or welfare, and is motivated to seek joint

gains. Honesty for one is the belief that one’s partner stands by its word.

(Geyskens et al., 1998, 225; Wetzels et al., 1998, 411)
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Firms invest significant resources in building trust relationships with their

business partners and the termination of such relationships can result in

considerable loss to both parties. These negative consequences clearly

illustrate the importance of trust in business-to-business relationships.

(Ranaweera and Prabhu, 2003, 378-379)

When salespersons are honest in their communications with customers,

keep their promises and avoid false claims, trust can grow within the

relationship (Jap, 2001, 96). Only when the partner is considered

trustworthy, a party is willing to invest in and become committed to the

relationship (Venetis and Ghauri, 2004, 1582). To achieve customer trust,

strategy must communicate effectively and adopt the customer

relationship norms, as well as avoid negative reputation (Adamson, Chan

and Handford, 2003, 348). Adamson et al. (2003) investigated trust in

corporate banking sector, and found long-term customer orientation to

have a positive correlation with customer’s trust (Adamson et al., 2003,

353). Also service quality has been found to be an antecedent of trust in

business-to-business services context; when perceived service quality is

higher, the degree of trust between the customer and its supplier is greater

(Gounaris, 2005 b, 134-135). Also honest and timely communications with

the buyer have strong effects on trust (Selnes, 1998, 317).

Although trust is essentially a social construct, it has clear economic

implications (Venetis and Ghauri, 2004, 1582). Trust is has effects on

retention (Ranaweera and Prabhu, 2003, 388), and purchase behavior

(Donio’ et al., 2006, 452), as well as it enhances the formation of loyalty

commitment (Gilliland and Belo, 2002, 39; Gounaris, 2005 b, 134).

Additionally, trust is positively and strongly related to client’s affective

commitment (Venetis and Ghauri, 2004, 1592), and it reduces sacrifices

for the buyer through safety, credibility and security (Selnes, 1998, 305).
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2.3.6 Hypothesis related to trust and customer satisfaction

Building trust is a very efficient way to enhance satisfaction (Geyskens et

al., 1998, 243). Consequently, its presence is a fundamental aspect for

satisfaction with the supplier (Sanzo et al., 2003, 338). This is

demonstrated by other researchers, which have empirically demonstrated

a positive relationship between trust and customer satisfaction.

Andaleeb (1996) found trust to have a significant main effect on

satisfaction (Andaleeb, 1996, 86). The studies by Geyskens et al. (1998)

and Sanzo et al. (2003) showed that customer satisfaction with the

supplier is positively affected by the buyer’s trust in the supplier (Geyskens

et al., 1998, 242; Sanzo et al., 2003, 337). Also Mohr and Spekman (1994)

found trust to be significantly associated with satisfaction with profit (Mohr

and Spekman, 1994, 144). Wetzels et al. (1998) found trust in partner’s

benevolence and honesty to have a positive direct effect on customer

satisfaction with the service (Wetzels et al., 1998, 418). Further, the

analysis by Jap (2001) indicated that trustworthy salespersons can

enhance the customer’s satisfaction with the overall relationship and

products. More specifically, in the early stages of a relationship, the

salespeople play a minimal role in influencing satisfaction outcomes. As

the relationship progresses through a stage of mutual concern and build

up, the salesperson can add tremendous value to relationship satisfaction

and satisfaction with products. (Jap, 2001, 103)

Selnes (1998) investigated the relation between trust and satisfaction in

business-to-business environment with food producers and its customers.

He proposed that the buyer will trust the supplier more when satisfaction is

higher. The results supported his hypothesis and satisfaction was found to

have a significant impact on trust. However, these results cannot easily be

generalized to other markets, because the results must be seen as a step

in a continuous development of relationship marketing theory (Selnes,

1998, 315, 317).
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Based on the majority of the previous findings, the following hypothesis is

advanced:

H4: The greater the level of trust of a buyer in a supplier, the greater will

be the satisfaction

2.3.7 Commitment

It is commonly agreed, that business partners must have a high degree of

commitment towards their relationship. In case commitment is lacking, the

relationship will soon come to an end. (Wetzels et al., 1998, 406)

Customer commitment is in general interpreted as an attitude (Ivens,

2005, 569), and as a psychological sentiment of the mind through which

an attitude concerning relationship continuation is formed (Wetzels et al.,

1998, 409). It is regarded as a key variable in marketing relationships

(Fullerton, 2003, 333; Gundlach, Achrol and Mentzer, 1995, 78), and it is

commonly considered to be a relationship-enhancing bonding (Gilliland

and Bello, 2002, 24). Yet, there is little agreement on the nature of this

construct (Fullerton, 2003, 334). Despite the diversity, generally definitions

refer to the likelihood of relationship continuation in the future (Venetis and

Ghauri, 2004, 1580).

Commitment is the desire for continuity expressed by the willingness to

invest resources into a relationship (Gounaris, 2005 b, 127). It represents

the highest stage of relational bonding (Dwyer et al., 1987, 23) and goes

beyond a simple, positive evaluation of the other party based on a

consideration of the current benefits and costs associated with the

relationship (Anderson and Weitz, 1992, 19). Additionally, commitment

expresses a value judgement; committed customer believes that a

relationship has a high value (Ivens, 2005, 569), and it refers to an implicit

or explicit pledge of the continuity of a relationship between partners

(Dwyer et al., 1987, 19; Wetzels et al., 1998, 406).
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The organization’s commitment refers to its interest in the customers and

its efforts to maintain their loyalty by adapting to their specific needs. This

happens by offering frequent communication, special treatment and full

information. (Antón et al., 2007, 516) Additionally, commitment is a desire

to develop a stable relationship, a willingness to make short-term

sacrifices to maintain the relationship and a confidence in the stability of

the relationship (Anderson and Weitz, 1992, 19). Moreover, it is defined to

posses an input or instrumental component; an affirmative action taken by

one party that creates a self-interest stake in the relationship and

demonstrates more than a mere promise (Gundlach et al., 1995, 79).

Thus, commitment suggests a future orientation (Mohr and Spekman,

1994, 137). Suppliers’ commitment to manufacturers has been defined as

the degree of which the supplier feels loyalty, expects longevity and

considers the relationship as a long-term partnership (Prahinski and Fan,

2007, 1). Simply, it is a party’s desire to maintain a valued relationship

(Andaleep, 1996, 81), or intentional continuation of a business relationship

(Venetis and Ghauri, 2004, 1580).

In commitment, the parties purposefully engage resources to maintain the

relationship (Dwyer et al., 1987, 19). Important aspects of commitment

holds e.g. expected continuity and a desire to strengthen the relationship

(Andaleeb, 1996, 81). In order to achieve customer commitment, a

company’s strategy must be customer centred, long term and be based on

mutual relationship benefits (Adamson et al., 2003, 348).

There are two different types of commitment, affective and calculative

commitment, which may characterize interfirm relationships (Geyskens,

Steenkamp, Scheer and Kumar, 1996, 303). Both types are relatively

stable attitudes and beliefs about the relationship, but derive from different

motivations for maintaining the relationship (Gounaris, 2005 b, 127).

Affective commitment expresses the extent to which channel members like

to maintain their relationship with certain partners, and calculative

commitment measures the degree to which the members experience the
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need to maintain a relationship, due to significant termination or switching

costs (Geyskens et al., 1996, 303). Customers coming to acquire an

emotional attachment to their partner, in a consumption relationship, are

the essence of affective commitment; while the continuance commitment

construct explains the extent the employees feel bound to an organization

(Fullerton, 2003, 334-335). The components of attitudinal commitment

among channel members has been also named as calculative and loyalty

commitment. The first one is a rational and economic calculation and the

second one an emotional and social sentiment. (Gilliland and Bello, 2002,

25) Affective commitment should be preferred over calcutive commitment.

Relationships based solely on calcutive commitment are most likely not to

last long. (Wetzels et al., 1998, 406)

In consumer context, committed customers are less likely to switch, than

consumers who lack commitment to the organization (Fullerton, 2003,

341). Affective commitment seems to be more powerful determinant of

customer retention than continuance commitment. (Fullerton, 2003, 341;

Venetis and Ghauri, 2004, 1591; Wetzels et al., 1998, 406) Also purchase

behavior is positively and significantly associated with commitment (Donio’

et al., 2006, 452). Beside reliable, long-term exchange (Gundlach et al.,

1995, 80), intention to invest is enhanced by affective commitment

(Gounaris, 2005 b, 134). Committed consumers are also more willing to

accept increases in prices, (Fullerton, 2003, 341), and empirical evidences

have provided support for a positive relationship between organizational

commitment and performance (Prahinski and Fan, 2007, 19; Wetzels et

al., 1998, 409).

Trust in the partner’s honesty and benevolence, as well as quality of the

outcome of the service, are related to affective commitment. On the other

hand, calculative commitment has positive influences on development

alternatives and opportunism, thus this form of commitment ultimately has

a negative impact on relationships. (Wetzels et al., 1998, 406, 409).
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2.3.8 Hypothesis related to commitment and customer satisfaction

Customer commitment has been found to be highly positively associated

with customer satisfaction (Dimitriades, 2006, 782). However, the causal

order of these two constructs is not clear. Previous literature provides

support for both the constructs to be an antecedent of one another. Thus,

in the present study the intention is to investigate whether commitment is

an antecedent or an outcome of customer satisfaction.

In the study by Dimitriades (2006) customer satisfaction was hypothesized

to have a positive direct effect on commitment, in the context of consumer

services. The hypothesis was supported. (Dimitriades, 2006, 782, 796) In

the channel environment, commitment has been found to be positively

associated with satisfaction with manufacturer support (Mohr and

Spekman, 1994, 144). Also in service context affective commitment has

been related to customer satisfaction with the service being delivered

(Wetzels et al., 1998, 406).

Beside the positive established link between commitment and customer

satisfaction, the effect of low commitment on customer satisfaction has

been investigated. In line with other findings concerning this relation, low

perceived commitment has a significant negative effect on customer

satisfaction. When consumers perceive added value in the firm’s efforts to

offer them special treatment, they will not switch suppliers. In contrast, it is

possible that low commitment on the part of the company reflects its lack

of interest in the consumers leading to disappointment. (Antón et al., 2007,

516, 526-527) The previous can be placed also to business-to-business

context. As the relations are closer, firm’s effort might have even more

important effect on business customers. Lack of interest can lead to

dissatisfaction, which further can result as a change of a supplier.

The amount of researches concerning relation between commitment and

customer satisfaction is very limited. Also the results are contrary to each
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others. Thus, two hypotheses concerning this relation are suggested in

order to clarify this complex relation and capture the possible concurrent

dynamics.

H5: Commitment is positively related to customer satisfaction

H5b: Customer satisfaction enhances the commitment of the customers
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3 THE RELATIONSHIPS BETWEEN CUSTOMER SATISFACTION,
CUSTOMER RETENTION AND PROFITABILITY

This chapter handles mainly customer retention. Its definitions and

benefits are discussed as well as the background of the customer

retention research is presented. Additionally hypotheses, based on

previous literature, concerning the relations between customer

satisfaction, customer retention and profitability are advanced.

3.1 Retention of customers

Customer retention has a crucial role in economical survival and success,

because the costs of acquiring new customers in highly competitive

markets are increasing and long-term relationships reduce costs (Hennig-

Thurau, 2004, 464). As a result, enormous attention has been paid to

customer retention in the academic and management press since the mid-

1990s (Ang and Buttle, 2005, 83; Aspinall, Nancarrow and Stone, 2001,

86-87).

3.1.1 Theory of customer retention

There exists considerable variance in the ways customer retention is

specified conceptually and empirically by scholars and practioners. The

manners how it has been more or less separated from related constructs,

such as customer loyalty, customer satisfaction, customer enthusiasm,

customer trust and customer obligation, have differed. (Gerpott et al.,

2001, 252-253)

Retention is defined to be repurchase intentions (Hansemark and

Albinsson, 2004, 43), which are further seen as customer’s judgements

about again buying from the same provider (White and Yanamandram,

2007, 302). When a customer feels close and committed to the

organization, and is willing to behave loyally, customer is retained (Stauss,
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Chojnacki, Decker and Hoffmann, 2001, 11-12). Additionally, customer

retention is defined as the future propensity of a customer to stay with their

service provider (Ranaweera and Prabhu, 2003, 376), and it has been

concerned with maintaining the established business relationship between

a supplier and a customer (Gerpott et al., 2001, 253; Turel and Serenko,

2006, 317). There are two ways to maintain the established relationship;

first by subsequent purchases or by extending the customer’s contract

with the supplier over a specified period of time, and second by the

intention of the customer to make future purchases from the provider.

(Gerpott et al., 2001, 253)

Emotional aspects, used in customer retention measures, are not as

straightforward as behavioral ones. In previous studies, e.g. liking,

identification, commitment and trust have been seen retention constructs

(Stauss et al., 2001, 15). Customer loyalty has been defined from two

perspectives; attitudinal and behavioral, similar to customer retention

(Hallowell, 1996, 29). Additionally, loyalty definitions have been very

similar to those of customer retention.

Aspinall et al. (2001) investigated how customer retention is defined in

organizations. Among the respondents, retention was defined most

commonly as “keeping customers”. Other definitions were “repeat/renew”

and “response to activity”. Among those who knew what retention was, the

majority gave behavioral definitions rather than attitudinal. Behavioral

measures were also more frequently used. Interestingly, retention was

particularly important to large companies involved in marketing to business

customers rather than to consumers. (Aspinall et al., 2001, 83-84)

In this research customer retention is defined in line with the behavioral

aspects. Intentions to buy as well as willingness to stay in a relationship

with the provider are seen as the cornerstones of customer retention in the

present study, conducted in business-to-business environment.
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3.1.2 Importance of customer retention

Retention of customers can benefit companies in several ways. First of all,

retaining old customers cost less than acquiring new ones (Desai and

Mahajan, 1998, 309; Hansemark and Albinsson, 2004, 41; Ovenden,

1995, 46), only a fraction of the costs (Slater and Narver, 1994, 25). This

results as lower costs for the company (Appiah-Adu, 1999, 27; Gundlach

et al., 1995, 80). Additionally, less price sensitivity (Ang and Buttle, 2005,

85; Appiah-Adu, 1999, 29; Hansemark and Albinsson, 2004, 43),

economized learning costs and experience effects (Gundlach et al., 1995,

80), favourable word-of-mouth (Appiah-Adu, 1999, 29; Hansemark and

Albinsson, 2004, 43), and grown purchase volumes (Ang and Buttle, 2005,

85) are established consequences of customer retention.

Further, retention has been found to be highly correlated with financial

performance (Ang and Buttle, 2005, 91; Johnston, 2001, 66), increased

profits (Appiah-Adu, 1999, 27; Hansemark and Albinsson, 2004, 43), and

greater market share (Appiah-Adu, 1999, 29; Hansemark and Albinsson,

2004, 43; Rust and Zahorik, 1993, 212). It also has a central role in the

development of business relationships (Eriksson and Löfmarck Vaghult,

2000, 363), and in fallen relationship maintenance costs (Ang and Buttle,

2005, 85). As a summary, retained or loyal customers buy instead of being

sold, buy more than new customers and require less money on

transactions and communications (Davidow, 1989, 33). Regarding all

these possible outcomes of customer retention, its significance for the

companies can be truly understood.

It is established fact that in a typical business-to-business organisation,

about 80 % of business comes from about 20 % of customers. This

means, that a supplier runs the risk of losing significant turnover if one of

its major customers leaves. (Stewart, 2005, 26) This shows how significant

retention of the best customers is. However, the results of a study by

Aspinall et al. (2001) revealed that only 58 % of the respondents claimed
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to measure customer retention. The likeliness to measure retention grew

with the sizes of the company and the database. (Aspinall et al., 2001, 83-

84) This is surprising, because of the limited resources, retention of

customers can be truly crucial for smaller businesses and yet it seems the

efforts to measure customer retention are inadequate.

It is worth to mention that retention of customers is not equally important.

All customers are not equally profitable. Thus retention of the most

profitable ones, not uneconomic customers, should be in the centre of

focus. Losing a customer can do a lot of damage. Results from a study

conducted in consumer service context showed that 75% of the customers

had told at least to one person about the service switching incident

(Keaveney, 1995, 79).

3.1.3 Hypothesis related to customer satisfaction and customer
retention

The notion that high customer satisfaction leads to high repurchase rates

is one of the fundamental assumptions of relationship marketing (Paulssen

and Birk, 2007, 983). It is also generally accepted that customer

satisfaction has a positive impact on retention (Yeung et al., 2002, 31).

Both general and industry-specific loyalty investigations suggest that

retention is achieved through the enhancement of satisfaction (Turel and

Serenko, 2006, 317). Consequently, past studies have focussed on

customer satisfaction as the key driver of retention (Ranaweera and

Prabhu, 2003, 391). Most experts agree on the fact that relationship

satisfaction is a substantial prerequisite for customer retention (Stauss et

al., 2001, 12), meaning that satisfied customers stay with the seller

(Eriksson and Löfmarck Vaghault, 2000, 369). When a customer is

satisfied with a supplier, it means that customer knows that the supplier is

able to deliver what is expected, and thus choosing this familiar supplier is

associated with less perceived risk than selecting an unfamiliar one

(Selnes, 1998, 307). Turning the situation upside down: customers do not
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only experience dissatisfaction; they may actually take action to switch

service providers (Keaveney, 1995, 79).

Previous researches show that customer satisfaction has been deemed

directly to affect customer retention (Eriksson and Löfmarck Vaghault,

2000, 370; Gustafsson et al., 2005, 216; Hallowell, 1996, 31; Ranaweera

and Prabhu, 2003, 388; Rust and Subramanian, 1992, 41; Rust and

Zahorik, 1993, 212; Rust et al., 1995, 59). Satisfaction is further found to

have an effect on the likelihood that customers will buy the offering again

(Anderson et al., 1994, 55; Anderson and Sullivan, 1993, 141; Brady and

Robertson, 2001, 58; Brahadwaj and Matsuno, 2006, 67; Cronin Jr., Brady

and Hult, 2000, 206; Cronin and Taylor, 1992, 63; Dabholkar et al., 2000,

166; Donio’ et al., 2006, 452; Grewal and Sharma, 1991, 20; Lee and

Hwan, 2005, 646; Ovenden, 1995, 46; Patterson et al., 1997, 14;

Rossomme, 2003, 183; Szymanski and Henard, 2001, 19; Turel and

Serenko, 2006, 326; Yu, 2007, 555). Also the intention to expand business

with the supplier is increased (Ulaga and Eggert, 2006, 321), the scope of

the relationship is enhanced (Selnes, 1998, 316), and the propensity to

leave is decreased (Ping, 1995, 176; Ulaga and Eggert, 2006, 321).

Hennig-Thurau (2004) found customer satisfaction to have a positive

direct influence on customer retention in consumer service context. The

results showed that, in the case of high-interaction services, the direct

impact of customer satisfaction on retention was clearly stronger than in

the case of less individualized and personal services (Hennig-Thurau,

2004, 473). Cronin and Taylor (1992) investigated the relation between the

concepts also in consumer environment. The result showed that consumer

satisfaction had a significant effect on purchase intention in all the four

samples used in the research. (Cronin and Taylor, 1992, 63)

Eriksson and Löfmarck Vaghault (2000) tested their model with the sample

consisting of business relationships in professional services. The results

indicated that relationship satisfaction increased customer retention
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greatly (Eriksson and Löfmarck Vaghault, 2000, 369). The research by

Ulaga and Eggert (2006) was conducted in business-to-business context,

investigating buyer-seller relationships. The results indicated satisfaction

to have a direct impact on the researched behavioral intentions; intentions

to expand business with the suppliers and propensity to leave. (Ulaga and

Eggert, 2006, 321) Also Ping (1995) got a similar result in channel context,

when investigating the effect of satisfaction on exit intentions; retailer

satisfaction was negatively associated with their intentions to leave (Ping,

1995, 176). The study by Patterson et al. (1997), conducted also in

business-to-business environment, was among the first researches

demonstrating empirically the very strong link between satisfaction and

repurchase intentions. The results suggested that customer satisfaction is

a crucial link in establishing longer-term client relationships and thus

strategic well-being of the organization. (Patterson et al., 1997, 14) Lam et

al. (2004) investigated relationship between customer satisfaction and two

loyalty dimensions, patronage and recommendation. The results showed

that customer satisfaction has a positive effect on both dimensions. (Lam

et al., 2004, 305) The two items of patronage loyalty measure used in their

study (Lam et al., 2004, 299) are similar to retention items used in the

present study, and thus support the positive link between satisfaction and

retention. Szymanski and Henard (2001) conducted a meta-analysis of the

reported findings on customer satisfaction. The results showed that among

the outcomes of customer satisfaction, the data supported most strongly a

positive relationship between customer satisfaction and repeat purchasing,

indicating that customer satisfaction is a major antecedent of customer

retention (Szymanski and Henard, 2001, 24).

However, also contradictory results have been established concerning the

satisfaction-retention link. The relation has been found to be weak

(Paulssen and Birk, 2007, 983), and dependent on moderating variables

(Gerpott et al., 2001, 263; Paulssen and Birk, 2007, 983), such as loyalty

(Gerpott et al., 2001, 263).
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In the light of the information provided by prior studies and in line with

great majority of them, hypothesis 6 states:

H6: In business-to-business context, customer satisfaction of the customer

company effects positively on its retention.

3.2 Profitability

In this subchapter, profitability and hypotheses related to it are discussed.

First, origins of profitability and concept of customer profitability are briefly

presented. This is followed by a discussion concerning the difficulties of

customer profitability measurement. Further, hypotheses linking customer

satisfaction and customer retention to profitability are advanced.

3.2.1 Profitability measurement

The first efforts towards profitability occurred in the 1960s and early

1970s, when organizations started to evaluate organizational profitability.

Next, the companies began to focus on products profitability in the end on

1970s. The shift in focus to customer profitability did not happen until the

late 1980s and early 1990, with the advent of customer databases.

(Sutherland, 2002, 3)

Customer profitability is a customer-level variable, which constitutes of the

revenues one particular customer generates over a given period (Donio’ et

al., 2006, 447). However, true profitability figures per customers can be

difficult to attain without a proper customer database. Selling figures and

what is eventually bottom line is not the whole truth. High sales volumes

do not necessarily equal to high revenue (Shapiro, Rangan, Moriarty and

Ross, 1987, 101). Moreover, entire income flow is not equivalent to profits,

as profitability depends also on services, marketing, distribution and

customer service (Foster, Gupta and Sjöblom, 1996, 5). If marketing, sales

and service costs are not allocated to individual customers, all revenue
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can seem good revenue. (van Raaij, 2005, 376) Due to this, not all

customers generate acceptable costs and revenue streams (Donio’ et al.,

2006, 448).

Even though, the interest in customer profitability is growing, there are

problems in identifying the profitable ones. The main reason is that internal

accounting systems, which allow analysis at the individual customer level,

are scarce. (Donio’ et al., 2006, 448) In the underlying study, individual

customer level costs are excluded, due to the lack of accounting system

and thus, only profits at the individual customer level are under

examination.

3.2.2 Profitability related hypotheses

Not only high levels of customer satisfaction and high rates of customer

retention are strongly related to each other, but both of them relate also to

corporate profitability (Naumann and Giel, 1995, 5). The linkage from

customer satisfaction, through retention on profitability has been well

established in the marketing literature (Wu et al., 2006, 221).

The principle, that organisations are able to improve their performance by

satisfying customers, is in the centre of both, marketing theory and

practice (Yeung et al., 2002, 24). A good deal of research indicates that

there is a strong association between customer satisfaction and bottom-

line results (Oakland and Oakland, 1998, 189). Firms, who have high

customer satisfaction, also enjoy superior economic returns (Anderson et

al., 1994, 63), and the most profitable firms usually have the highest

customer satisfaction levels (Naumann and Giel, 1995, 13). The link

between customer satisfaction and performance has been studied by a

number of researchers (Yeung et al., 2002, 25). Customer satisfaction

have been found to have an effect on profitability (Lee and Hwan, 2005,

645; Yeung et al., 2002, 30), on lagged profitability (Guo et al., 2004, 132),

performance (Qualls and Rosa, 1995, 361), on return on investment
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(Anderson et al., 1994, 61), and on market share (Rust and Zahorik, 1993,

212).

Keiningham, Perkins-Munn, Aksoy and Estrin (2005) found satisfaction to

have a significant indirect impact on both revenue and profitability.

However, these results applied only for profitable customers, the relation

was not significant with unprofitable customers. (Keiningham et al., 2005,

179) Guo et al. (2004) conclude that a focus on satisfaction curtails short

selling, but enhances net income. This is the main path linking satisfaction

to financial performance. (Guo et al., 2004, 141) Donio’ et al. (2006), found

customer satisfaction to be positively associated with customer

profitability, but the result was not statistically significant. The results

claimed that customer satisfaction do not have any direct impact on

customer profitability. (Donio’ et al., 2006, 452)

Although, results not supporting the relation, between customer

satisfaction and profitability, have been established (e.g., Yu, 2007, 555),

in accordance with majority of previous findings, hypothesis 7 states:

H7: Customer satisfaction has a positive effect on profitability

Customer retention has a widely-acknowledged economic effect on

business profitability (Ang and Buttle, 2006, 91). The companies with the

lowest customer turnover rates are also usually the most profitable ones

(Naumann and Giel, 1995, 13). The cost and revenue effects are

associated with increased loyalty and repurchase (Yeung et al., 2002, 25).

Customer retention has a major impact on market share (Rust et al., 1995,

61; Rust and Zahorik, 1993, 212), and it is correlated with financial

performance (Johnston, 2001, 66). A relatively high market share is

strongly related to profitability, thus higher market share leads to better

performance. Market share, and consequently profitability, can be built in

two ways. First, by retaining current customers and second, by recruiting
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new ones. (Innis and La Londe, 1994, 5) Customer loyalty, related to

repurchase intentions, willingness to recommend, and other probable

market actions, was found to be positively and significantly associated with

customer profitability by Donio’ et al. (2006). Hallowell (1996) investigated

the link customer satisfaction-loyalty-profitability in consumer service

context. The study examined loyalty as behavioral concept, thus the

results apply to the present context, in which retention is defined and

measured behaviorally, rather than attitudinally. The author found support

for the linkage, which relates customer satisfaction to loyalty and loyalty to

profitability. (Hallowell, 1996, 29, 36)

Although empirical research is limited, especially in business-to-business

context, in line with previous results, hypothesis 8 is advanced:

H8: Customer retention has a positive effect on profitability

3.3 Summary of the hypotheses and the relationships between the

concepts

In this chapter, the hypotheses of the underlying study were presented. In

table 2, all the hypothesized relationships between the concepts, with

supportive studies, are summarized.
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Table  2. Hypothesized relationships and supportive studies

Relationship Supporting Studies
Customer orientation-
Customer satisfaction

Deshpandé et al.,1993; Donavan and Hocutt 2001;
Goff et al. 1997; Hennig-Thurau 2004; Homburg and
Stock 2005; Saura et al. 2005; Saxe and Weitz 1982

Service quality-
Customer satisfaction

Brady and Robertson 2001; Chumpitaz and
Paparoidamis 2004; Cronin and Taylor 1992;
Dabholkar et al. 2003;  Fornell et al. 1996; Kong and
Mayo 1993

Flexibility-Customer
satisfaction

Emerson and Grimm 1999; Ivens 2005; Zhang et al.
2003; Zhang et al. 2006

Trust-Customer
satisfaction

Andaleeb 1996; Jap 2001; Mohr and Spekman 1994;
Sanzo et al. 2003

Commitment-Customer
satisfaction-Commitment

Antón et al. 2007; Dimitriades 2006; Mohr and
Spekman 1994

Customer satisfaction-
Customer retention

Anderson et al. 1994; Anderson and Sullivan 1993;
Brady and Robertson 2001; Brahadwaj and Matsuno
2006; Cronin Jr. et al. 2000; Cronin and Taylor 1992;
Dabholkar et al. 2000; Donio’ et al.  2006; Eriksson
and Löfmarck Vaghault 2000; Grewal and Sharma
1991; Gustafsson et al. 2005; Hallowell 1996;
Ovenden 1995; Patterson et al. 1997; Ping  1995;
Ranaweera and Prabhu 2003; Rossomme 2003; Rust
and Subramanian 1992; Rust and Zahorik 1993; Rust
et al. 1995; Szymanski and Henard 2001; Turel and
Serenko 2006; Ulaga and Eggert 2006

Customer satisfaction-
Profitability

Anderson et al. 1994; Naumann and Giel, 1995; Qualls
and Rosa, 1995

Customer retention-
Profitability

Naumann and Giel, 1995

Figure 2 presents the theoretical framework of the study with all the

hypothesized relationships.

Figure 2. Hypotheses of the study in theoretical framework
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4 METHODOLOGY

In this chapter, the measures of the questionnaire, sampling and data

collection processes are described. The data was gathered during three

weeks in the end of January and in the beginning of February 2008. The

questionnaire contained three sections: statements concerning the

concepts, questions provided by the company and finally background

information section. Next, the measures and the items are discussed and

also their purpose and places are explained.

4.1 Questionnaire development- the measures

The questionnaire was developed for this research on the basis of

available previous literature. Measures, whose reliability and validity are

already examined, were used in measuring customer orientation,

customer satisfaction, service quality, flexibility and commitment, as it is

advisable to use measures, which reliability and validity have already been

examined (Metsämuuronen, 2006, 49). All the measures used consisted of

multiple item scales.

The respondents were asked to evaluate firm and its salespeople

concerning the key concepts of the study. The questionnaire contained

detailed instructions how to answer it. All the questions of the survey,

handling the hypotheses, were statements with given response scale. A

seven point Likert-scales were used in order to examine the respondent’s

disagreements and agreements (1=strongly disagree, 7=strongly agree).

By multiple choice and open ending questions, the background information

of the customer companies and respondents were gathered up. All the

statements and questions were translated into Finnish. The questionnaire

is reported in appendix 1.
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4.1.1 Customer satisfaction

There are two relevant things worth to mention, concerning the

measurement of customer satisfaction, in the current study. First,

customer satisfaction is referred as overall satisfaction. This means that

the concentration is on overall satisfaction, not in any specific facet of it.

Second, customer satisfaction is conceptualized cumulatively. Thus,

satisfaction level that has developed over time between supplier and

customer is looked instead of any specific transaction.

The five-item customer satisfaction measure was adopted from the work of

Homburg and Stock (2004). They had adapted the items developed

originally by Cannon and Perreault (1999). The items were slightly

adapted for the purpose of the study, by changing the word “company” to

the name of the case company. The respondents were asked to indicate

the degree of their agreement or disagreement with all the items, using a

seven-point Likert-type scale (7=totally agree, 1=totally disagree).

Customer satisfaction items are presented in table 3.

Table  3. Customer satisfaction items and statements

Item Statement
CS1 We are very pleased with the products and services provided by

Wextra Oy.
CS2 We enjoy collaborating with Wextra Oy.
CS3 On an overall basis our experience with Wextra Oy. has been

positive
CS4 Wextra Oy. is first choice for us for the purchase of these

products and services
CS5 On an overall basis we are satisfied with this company
(Homburg and Stock, 2004)

4.1.2 Customer orientation

Even though customer orientation has typically been measured by self-

reports from the employees (Donavan and Hocutt, 2001, 293), in this

research, customers, i.e. respondents of buying companies, evaluate the
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level of salespeople’s customer orientation. This choice is based on the

following reasons. First, customers’ evaluations should be a critical

component of any sales force evaluation process, because customers are

in a unique position to evaluate salespersons, because salespeople are

responsible for satisfying their needs (Lambert et al., 1997, 179). Second,

based on a finding according which, the evaluation of how customer

oriented an organization is, should come from its customers rather than

from the company. The findings prove that customers’ perceptions are

significantly more important than the personnel’s own perceptions.

(Deshpandé et al., 1993, 27, 30) Additionally, the assessment of the

customer orientation of the salespeople, made by buyers, might be more

objective than self-assessments by salespeople (Michaels and Day, 1985,

443).

The widely accepted SOCO-scale developed by Saxe and Weitz (1982)

was chosen as customer orientation measure in the underlying research. It

was developed to measure the degree to which salespeople engage in

customer-oriented selling. The scale consists of 24 statements that

describe ways in which a salesperson might act with a customer.

(Tadepalli, 1995, 178) The results of various studies indicate that the scale

possesses the relevant characteristics: reliability, content validity,

convergent validity and discriminate validity (Pettijohn et al., 2002, 748).

Since the SOCO scale was specifically developed to measure customer

orientation in a selling environment, it was seen suitable for the purpose.

If the SOCO scale is to be used to examine interrelationships with other

multi-item measures, the length of questionnaire can become an issue

(Thomas, Soutar and Ryan, 2001, 63). This was the case, as there was a

need to keep the questionnaire short, and thus enough rapid and more

convenient for the respondents to answer. Several researchers have

adapted the scale (Brady and Cronin, 2001; Brown, Widing and Coulter,

1991; Stock and Hoyer, 2005; Tadepalli, 1995; Thomas et al., 2001;

Thakor and Joshi, 2002; Williams and Attaway, 1996), and among these
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alternatives, the combination of 12, all the positively worded items from

SOCO-scale, were chosen to be used in the questionnaire. This version

was adapted and validated by Brady and Cronin (2001). In their study, the

coefficient alpha for the scale was .93, and the parameter estimates

ranged from .50 to .81 (Brady and Cronin, 2001, 245). The wording of the

items was adopted from Michaels and Day (1985), which was suitable for

the underlying purpose as it reflected the views of the buyers.

Originally the items of SOCO-scale were evaluated with nine point Likert-

type scale (Saxe and Weitz, 1982). Later, both 9- (e.g. Goff et al., 1997;

Hoffman and Ingram, 1991; Jones et al., 2003; Michaels and Day, 1985),

and 7-point scales (e.g. Boles et al., 2001; Tadepalli, 1995) have been

used. The 9-point scale has been seen cognitively very demanding

(Tadepalli, 1995, 178). Thus, a seven point scale was chosen for the

present study. Each of the items was accompanied by a seven-point

response format, ranging from 7 = totally agree to 1 = totally disagree. The

items of customer orientation are presented in table 4.

Table  4. Customer orientation items and statements

Item Statement
CO1 Salespeople give accurate representations of what their products

will do for me
CO2 Salespeople try to get me to discuss my product needs
CO3 Salespeople try to influence me through information rather than

by pressure
CO3 Salespeople try to help me achieve my purchasing objectives
CO5 Salespeople answer my questions about their products as

honestly as possible
CO6 Salespeople try to figure out what my needs are
CO7 Salespeople have my best interest as a customer in mind
CO8 Salespeople take a problem-solving approach in selling to me
CO9 Salespeople will go as far as to disagree with me in order to help

me make a better purchase decision
CO10 Salespeople recommend the product best suited to solve my

problems
CO11 Salespeople try to provide for my organization’s satisfaction
CO12 Salespeople try to find out which products would be most helpful

to me as a customer
(Brady and Cronin 2001; Michaels and Day 1985; Saxe and Weitz 1982)
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4.1.3 Customer retention

Customer retention behavior is ideally obtained from a database and then

matched with customer satisfaction surveys (Kaarre, 1994, in Rust et al.,

1995, 65). Depending on the database, retention can be measured with

the following behavioral methods: trends in sales, sales, sales at individual

level, percentage of customers buying, bought in last period and frequency

(Aspinall  et  al.,  2001,  84).  As  most  of  the  organizations  are  not  so

fortunate to have such a database, it is often necessary to obtain this

measure as a part of the customer satisfaction survey (Rust et al., 1995,

65). Consequently, so far secondary sources have been used only in very

few empirical researches (e.g. Gustafsson et al., 2005).

Investigators and commentators have begun to report how to measure

customer retention (Ang and Buttle, 2005, 86). This is understandable,

because previous literature do not provide uniform definition of customer

retention. As a consequence, the ways it have been measured are diverse

and overlap with items of other concepts (e.g. with customer satisfaction

and loyalty). None of the established measures was seen suitable solely

for the purpose of the present study. Due to these reasons, there was a

need to develop a new measure of customer retention. It was designed

upon theoretical base by combining existing items from previous literature,

as it was possible to create key concepts upon theory (Metsämuuronen,

2006, 55). The purpose was to gather all the relevant dimensions of

customer retention into the new measure. As retention of customer is

defined in the underlying study in accordance with the behavioral aspects,

the measure was formed in line with it. Next the dimensions and items of

customer retention measure are presented.

Repurchase intentions

Customer retention has been defined as repurchase intentions

(Hansemark and Albinsson, 2004, 43) and it has been measured by

asking respondents to evaluate how likely they are to purchase again in
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the future (Anderson and Sullivan, 1993; Hennig-Thurau, 2004; Patterson

et al., 1997). In line with previous research, repurchase intentions are

included in the new measure and two items represent this dimension.

Switching behavior

Switching behavior is the opposite of repurchase intentions handled

above. The likeliness to change the supplier has been used earlier

(Gerpott et al., 2001, 259; Jones et al., 2003; Ranaweera and Prabhu,

2003; Zeithaml, Berry and Parasuraman, 1996), and consequently it forms

a part of this measure. The second item of switching behavior was

adopted from switching intention scale by Antón et al. (2007). Their

measurement scale was originally based on the scale proposed by Ping

(1995), employed in business-to-business context. The wording of the

items was slightly revised to serve the purpose better.

Cooperation

Customer retention has been seen equal to a question of whether the

respondent has a long term view of the cooperation with the supplier. This

captures respondent’s will to stay in the business relationship. (Eriksson

and Löfmarck Vaghult, 2000, 370) Two other items of cooperation were

adapted from relational embeddedness measure developed by Rindfleisch

and Moorman (2001). It was originally measured with seven-point Likert

scale and used again (2003) by the developers.

In line with the proceedings with other measures, also retention of

customers were asked to be evaluated with a seven-point response scale

(7=totally agree, 1=totally disagree). Retention items, dimensions and

statements are presented in table 5.
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Table  5. Customer retention items, dimensions and statements

Item Dimension Statement
CR1 Repurchase intentions Evaluate how likely your company is to make

a repurchase from Wextra Oy.
CR2 Repurchase Intentions To what extent would you do more business

with Wextra Oy. in the next few years?
CR3 Switching behavior How likely your company is to change Wextra

Oy. to another service provider?
CR3 Switching behavior Our company has considered changing

Wextra to another service provider
CR5 Cooperation Do you have a long term view of the

cooperation with Wextra Oy.?
CR6 Cooperation We expect that we will be working with

Wextra far into the future
CR7 Cooperation Our relationship with Wextra can be defined

as “mutually gratifying”

In this study, retention behavior is not obtained only as a part of the

survey. Also information attained from company’s database is used. The

possibility to use two sources of retention information makes it possible to

compare their likeness, as well as to get more reliable results. Aspinall et

al. (2001) have proposed several ways to use database information in

terms of customer retention measurement. The case company’s database

provided frequency data, which was thus used. Frequency of purchases

figures per customer in a specified time period (January 2007-January

2008) were gathered, and used as database retention measure.

4.1.4 Service quality, flexibility, commitment, trust and profitability

Service quality

The previous service quality literature provides several different measures,

e.g. widely known five dimension SERVQUAL by Parasuraman, Zeithaml

and Berry (1988), which is the most widely-employed measure of this

variable (Antón et al., 2007, 515). Service quality has been measured

mostly in consumer settings; hence the measures have been developed

for business-to-customer environment. Consequently, SERVQUAL

appears to suffer from significant methodological problems when applied

to business-to-business services. Yet the majority of the studies
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conducted in the B2B context employ SERVQUAL (Gounaris, 2005 a,

421-422). Due to these problems, SERVQUAL was not chosen as a whole

to measure service quality in the present study. However, certain

dimensions of it were used.

The suitable measure of service quality for this study was formed by

combining one-item scale measuring overall service quality, adopted from

Spreng and Mackay (1996), and SERVQUAL’s tangibility dimension.

Other four dimensions of service quality were excluded as they were not

considered suitable for the purpose.

The measure by Spreng and Mackay (1996) has formed a base also for

other service quality measures (e.g. Dabholkar et al., 2000). In the original

study a seven-point Likert-type scale was used with the following anchors:

Extremely poor/extremely good, awful/excellent and very low/very high. In

the underlying study the anchors used for all the measures were the

same: totally agree, totally disagree. Again, a seven-point Likert-type scale

was used.

Only perceptions, leaving expectations out, were chosen to form the rest

of the items of service quality. This decision is in line with prior studies

(e.g. Cronin and Taylor, 1992). Research by Cronin and Taylor (1992)

supports measuring service quality as a unidimensional, performance-

based construct called SERVPERF. The measure is equivalent to the 22

perception items of the original SERVQUAL measure.  (Cronin and Taylor,

1992, 55)

Two tangibility items were chosen from the original measure by

Parasuraman et al. (1988). Other two were adopted from a scale by

Andaleep and Basu (1994). Neither of these two were not seen applicable

solely, thus the most suitable items were picked to form the tangibility

dimension. In line with the original researches, a seven-point scale was
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used with anchors totally agree/totally disagree. Table 6 presents service

quality items, their sources, dimensions and statements.

Table  6. Service quality items, dimensions and statements

Item Dimension Statement Source
SQ1 Overall service

quality
Overall, what is the level of
service quality your company
receives from Wextra?

Spreng and
Mackay, 1996

SQ2 Tangibility Wextra Oy has up-to-date
equipment

Parasuraman et
al., 1988

SQ3 Tangibility The physical facilities of Wextra
are visually appealing

Parasuraman et
al., 1988

SQ4 Tangibility The facility is in an easily
accessible location

Andaleep and
Basu, 1994

SQ5 Tangibility The facility has convenient hours Andaleep and
Basu, 1994

Trust

Trust was measured by using assurance items from SERVQUAL scale. A

seven point Likert-type scale was provided with anchors totally

agree/totally disagree. Items of trust are presented in the following table 7.

Table  7. Trust items and statements

Item Statement
TRU1 You can trust the employees of Wextra
TRU2 You feel safe in your transactions with Wextra’s employees
TRU3 Employees of Wextra are polite
TRU4 Employees get adequate support from Wextra in order to do their

jobs well
(Parasuraman et al., 1988)

Flexibility

The chosen flexibility measure have been used earlier in several studies

(e.g. Cannon and Homburg, 2001; Homburg et al., 2002; Noordewier et

al., 1990), and is thus validated. The items of flexibility describe the

suppliers’ ability to cope with changing circumstances and handle

changes. Wording was slightly adapted to suit better for the purpose, and
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a seven point Likert-type scale with anchors totally agree/totally disagree

was used. Table 8 presents flexibility items and statements.

Table  8. Flexibility items and statements

Item Statement
FLE1 This supplier is flexible enough to handle unforeseen problems
FLE2 This supplier handles changes well
FLE3 This supplier can easily adjust its inventories to meet changes in our

needs
FLE4 This supplier is flexible in response to requests we make
(Cannon and Homburg, 2001; Homburg et al., 2002; Noordewier et al.,

1990)

Commitment

The company’s commitment to its customers was measured with a scale

adopted from Antón et al. (2007). The original scale consisted of five

items. One of them related to firm’s flexibility and was left out. As the scale

was originally used in consumer context, the wording of the items needed

to be revised. In the original study, the items were measured using five-

point Likert-type scales. However, as all the other measures of the present

study are measured with seven-point scales, this one does not make an

exception, and thus it is measured also with seven-point scales. The items

used in measuring commitment are presented in table 9.

Table  9. Commitment items and statements

Item Statement
COMM1 Wextra maintains a frequent and constant relationship with my

company
COMM2 Wextra gives me full and useful information about its products
COMM3 I think Wextra is committed to my company as a customer
COMM4 I feel my company gets special benefits for being a good customer
(Antón et al., 2007)
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Profitability

Profitability data was received from the company’s database. Profitability

figures used were service profits per customer in a specified time period

(January 2007-January 2008). In the database, different costs associated

e.g. in customer service, were excluded. Thus, the profitability figures

used in the current study provide merely directions towards the actual

profitability levels of individual customers.

All the measures and their sources are gathered into table 10.

Table  10. Measurements and measure sources

Measures Measurement sources
Customer orientation Brady and Cronin 2001; Michaels and Day 1985; Saxe

and Weitz 1982
Customer satisfaction Cannon and Perreault 1999; Homburg and Stock 2004
Customer retention Anderson and Sullivan 1993; Antón, Camarero and

Carrero 2007; Eriksson and Löfmarck Vaghault 2000;
Gerpott et al. 2001; Hennig-Thurau 2004; Jones et al.
2003; Ping 2005; Rindfleisch and Moorman 2001;
Zeithaml et al. 1996

Service quality Andaleep and Basu 1994; Parasuraman et al. 1988;
Spreng and Mackay 1996

Flexibility Cannon and Homburg 2001; Homburg et al. 2002;
Noordewier et al. 1990

Trust Parasuraman et al. 1988
Commitment Antón et al. 2007

4.1.5  Additional and background questions

The case company wanted to receive some additional information from

their business customers concerning the following matters; the location of

their Helsinki office, their service hours and Nokia logistics services they

provide. The question concerning Nokia services was provided with a

given response scale from 1-5, 1 meaning the services do not have any

significance for the customer company and 5 meaning the significance is

really high. The location of the Helsinki office and service hours were

asked to be commented freely. Additionally, an empty space for free

comments, concerning e.g. proposals and feedback, was provided.
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The final part of the questionnaire consisted of questions concerning

backgrounds of customer companies. The respondents were asked their

working titles and general information about the companies they worked

in. Given responses were used for asking the branch in which the

customer companies function. If customer answered “industry production”,

they were asked to tell more precisely in which field of industry production

their company functions. All other questions were open questions. Below

all these questions are presented.

• What is your working title?

• In which branch of industry your company functions? (forest

industry; industry production; construction; wholesale or retail sale;

accommodation and alimentation; transport, storage and

telecommunications; financing; business services; public

administration; education; public health and social services; other

societal and private services)

• What is your company’s number of employees?

• What is your company’s turnover?

• How long your company has been Wextra’s customer?

The questionnaire was translated into Finnish to assure that all the

respondents understood the questions. The questionnaire is attached in

the end of the study (see appendix 1).

4.2 Sampling and response rate

The sample of the study consisted of business customers of Wextra’s

Helsinki office. The business customers of Seinäjoki office were excluded

from the survey. The use of key informant, or one representative contact,

to respond on the behalf of the whole company, is widely used approach

in business-to-business context (Poulssen and Birk, 2007, 988;

Rossomme, 2003, 180). Similar to the other studies, the same approach

was used in the current study. Contact information of the customer
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companies were provided by the company. Persons, who were deemed to

have the best knowledge and experience of Wextra’s salespeople, and

with whom salespeople interacted on a regular basis, were further

contacted.

In order to enhance the response rate before the e-mails were sent,

salespersons told to the customers that soon a questionnaire via e-mail

would be sent, and asked them to answer it, as soon as possible, after

receiving it. The questionnaire was available online in the internet and it

was sent to the customers 25th of January 2008. Ten working days after

the first mailing, reminding e-mails, with a new link to the questionnaire,

were sent to those customers who had not yet answered. Overall, 95 e-

mails were sent and as a result, 59 usable responses were returned. This

indicates that the final response rate for the survey was 62,1%.

4.3 Data collection and coding

The web-based survey for the research was implemented through

Webropol system. The survey was carried out during January and

February 2008. The questionnaire was not pretested, but it was

commented by two professors, one employee and one student of

Lappeenranta University of Technology. Also the CEO of Wextra

commented and approved the survey before it was implemented. The

comments were used to improve wording of the statements.

The collected data was coded in and analyzed with SPSS (Statistical

Package for Social Sciences) software. The answers were coded in the

software and the variables were named. The cells of missing values were

left empty. Early respondents and late respondents were coded in with

values 1 and 2.
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5 FINDINGS

Results of statistical analyses are presented in this chapter. First the case

company Wextra Oy is presented. Next response behavior is discussed in

terms of response pattern and response error. This is followed by a

descriptive analysis of the respondents and the customer companies. After

that, all factor analyses, formation of summated scales and reliability

assessments are under discussion. Finally, regression analyses are

applied to examine the hypothesized relations between the concepts.

5.1 Wextra Oy

Wextra Oy was founded in 1999 by experienced professionals of the field.

The company is specialized in telecommunication equipments and

services. It has three premises, two in Helsinki and one in Seinäjoki. In

2007 the turnover of the company was 5,8 millions euros. The company is

financially very strong, as it received fourth time in a row the AAA

classification of creditability. (Wextra Oy, 2008)

The company is mainly owned by its workers, as almost all the workers of

the company are shareholders. This creates premises to develop the

operations customer centric. Wextra Oy wants to offer first-class service to

its customers with conditions able to compete. (Kämäräinen, 2008)

Wextra is a retailer. Retail buying is a particular form of industrial buying;

characterised by buying for the purposes of reselling to the ultimate

customer, rather than for use (da Silva, Davies and Naudé, 2002, 241).

The most important customers of Wextra Oy are companies, communities

and public sector. Wextra Oy functions in both, business-to-business and

business-to-customers environments. (Kämäräinen, 2008) In the

underlying study, the business-to-business customers are the concern.
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5.2 Descriptive analysis

In this subchapter, response behavior and descriptive analyses are

handled. First, response pattern and response error are discussed. This is

followed by a presentation of descriptive data concerning respondents and

customer companies. Beside SPSS, also Excel program was used in the

descriptive analyses.

5.2.1 Response behavior

The differences between earlier and later responses were examined by

testing normality of the two groups and significance levels provided by

ANOVA analysis. The shape of data distribution in a histogram showed

that the answers are normally distributed. Also the significance levels from

ANOVA analysis supported the results. The significance values ranged

between .567 and .908. Thus, none of the values were close to .000.

These results indicate that there are not differences in the answers of

early and late respondents. The division into earlier and later respondents

was done upon the reminder e-mail; earlier responses were the ones

received before sending the reminder e-mail. Figure 3 presents the

frequencies (y) of the responses in working days (x).
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Figure 3. Distribution of response time in working days
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The response times varied from one day to 16 days. The response time

was measured in working days, thus weekends were excluded. As it can

be seen from figure 1, in which the response times are presented, most of

the responses were returned during the days the e-mails were sent, 25th of

January and 7th of February. The reminder e-mails were sent after 10

working days, before this 62,7% of the responses had been received.

5.2.2 Description of the respondents

In this subchapter the respondents and customer companies are

described. First, the respondents are presented in terms of their gender

and working titles, which is followed by a detailed presentation of customer

companies.

5.2.2.1 The respondents

There analysis consisted of 59 valid responses. Males formed the majority

of the respondents 74,6 %, while 25,4% were female. The respondents

were asked to tell their working titles. Majority of respondents (N=48)

answered. The titles varied a lot. The biggest group consisted of different

managers (e.g. information, purchase, service, field, logistics and

customer service managers) 35,4%, followed by ceos 12,5%, assistants

10,4 % and experts 6,3%. Other titles were entrepreneurs and telephone

answering responsible, both with values 4,2%. The percentage values for

all the rest titles were 2,0%. These titles were: foreman, technical adviser,

purchase handler, department head, controller, accountant, board director,

executive vice president, contact person, it support person and build up

superior.
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5.2.2.2 Characteristics of responding companies

Respondents were asked to tell the following things concerning their

companies: number of employees, turnover and years as Wextra’s

customer. These descriptives are gathered into table 11.

Table  11. Data descriptives

Variable Mean Standard
Deviation

Range N

Turnover (million €) 706,33 1884,819 0-8749 27
Number of employees 2939,59 8390,283 1-50000 51
Years as a customer 3,22 2,802 1-9 50

As it can be seen from the figures presented in table 11, the companies

vary a lot according to their sizes, both in terms of turnover and

employees. Descriptives concerning the length of customer relationships

imply, that majority of the relationships are relatively new. Next,

descriptives presented in table 11, are discussed in more specific.

Size in terms of turnover

The turnover mean was 706,33 million euros with the standard deviation of

1884,82. As there were no categories provided for turnovers, employee

amounts nor customer years, there was a need to categorize the figures,

in order to get a picture of the size and customer year deviations. Figure 4

presents the frequencies (y) of turnovers (x) in a histogram.



73

0

1

2

3

4

5

6

7

>1 2-10 11-50 51-100 101-500 501-1000 1001-5000 5001-
10000

Turnover in millions of euros

Figure 4. Turnovers of customer companies (in millions of euros)

Only about half of the respondents (N=27) told their companies’ turnovers.

The reason for such a low response percentage lies in the sensitiveness

of this information. The biggest group consisted of companies, whose

turnover was between 11 and 50 million euros (22,2%). Next came

groups, whose turnovers were less than a million (18,5%) and between 2

and 10 million euros (18,5%). Thus, over half of these companies’

turnovers (59,3%) were under 50 million euros.

Size in terms of employees

The number of employees varied between 1 and 50 000, expressing that

the companies involved in the research vary greatly among their sizes. On

average, the companies had 2939,59 employees with the standard

deviation of 8390,28. Figure 5 presents the deviation of the respondents

according the number of employees.
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Figure 5. Frequencies of customer companies’ employee figures

The responses of the customers (N=51) concerning the employee

amounts were divided as follows. The biggest group was formed by

companies, which employed fewer than ten employees (19,6%). This

group was followed by groups of 51-100 (17,6%), 101-200 (9,8%), 201-

400 (9,8%) and 401-600 (7,8%) employees. Over half of the customers

(52,9%) work in companies, which employ fewer than 400 people. Overall,

the amount of employees varied greatly between 1 and 50 000

employees. It is worth to mention that some of the respondents did not tell

the employee amount of their subsidiary company, but the amount the

whole consolidated company employs. This explains the huge employer of

50 000 workers.

The lengths of customer relationships

The range of years as Wextra’s customer was from less than a year to 9

years. The respondents were asked to indicate their customer years as
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whole years. Yet some respondents gave answers in months. These

answers were coded in as one customer year. Customer years-figures

give an average of 3, 22 with the standard deviation of 2,802. Figure 6

presents the lengths of the customer relationships with Wextra.
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Figure 6. The lengths of customer relationships with Wextra

The vast majority of the customers are relatively new. Almost half of the

respondents (48,0%, N=50) have been Wextra’s customers up to one

year. Next biggest was customer group, which had been Wextra’s

customers between 5 and 7 years (22,0%), followed by groups of 2 to 4

(18,0%) and 7 to 9 (12,0%) customer years.

Industry

Additionally to the subjects handled above, the respondents were asked to

indicate the industry in which their company functions. In figure 7 the

frequencies of different fields are showed.
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Figure 7.  Frequencies of different customer company fields

Branches of customer companies, illustrated in figure 5, were deviated as

follows. One respondent did not answer, hence percentage values present

57 answers: 1. forest industry: 1,8% 2. industrial production: 12,3% 3.

construction: 15,8% 4. wholesale or retail sale: 28,1% 5. accommodation

and alimentation: 0% 6. transport, storage and telecommunications: 8,8%

7. financing: 3,5% 8. business services: 10,5% 9. public administration:

5,3% 10. education: 0% 11. public health and social services: 1,8% 12.

other societal and private services: 12,3%.

In case alternative “2= industrial production” was chosen, the respondents

were asked to define the branch in more detail. In total, nine respondents

chose this alternative and six of them indicated the industries in which

their companies function. The answers were: technology industry, premise

care, telecommunications, metal industry, design office and multifield

company.
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The majority of the respondents (28,1%) work in wholesale or retailsale

companies. Next were construction (15,8%), industrial production (12,3%),

other societal and private services (12,3%), business services (10,5%)

and transport, storage and telecommunications (8,8%). Least respondents

were employed in public administration (5,3%) financing (3,5%), forest

industry (1,8%) and public health and social services (1,8%). None of the

respondents’ companies function in the fields of accommodation and

alimentation or in the field of education. Overall, the customer companies

function in a wide variety of different fields.

5.3 The measurement scales

Summated scales were formed from the statements the questionnaire

included. Reliability and factor analyses were applied to confirm the scales

of the study. Factor analyses were conducted for the scales in order to be

sure, that the scales measured what they were supposed to measure. In

cases, when some of the variables did not load on the anticipated factors,

certain reductions were made. After reductions, summated scales were

formed and reliabilities were analyzed.

5.3.1 Factor analyses

Factor analysis is a statistical approach, which can be used to analyze

interrelationships among a large number of variables, as well as to explain

these variables in terms of their common underlying dimensions, i.e.

factors. As factor analysis provides an empirical estimate of the structure

of the variables considered, it becomes an objective basis for creation of

summated scales. (Hair, Anderson, Tatham and Black, 1998, 14) Principal

axis factoring was conducted and VARIMAX rotation method with Kaiser

Normalization was applied. The final scores for the scales were averages

of all the items included in the scales. The following tables 12-15 present

all final factor solutions. Detailed item description of the items, forming the

final scales, is shown is appendix 2. The precise factor solutions, after
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each reduction, are presented in appendix 3. In the following tables, the

items are abbreviated in places as follows: customer satisfaction items

CS1-CS5, customer retention items CR1-CR7, customer orientation items

CO1-CO12, service quality items SQ1-SQ5, flexibility items FLE1-FLE4,

trust items TRU1-TRU4 and commitment items COMM1-COMM4.

Customer satisfaction and customer retention were entered together into

factor analysis. In total four items were extracted, one customer

satisfaction item (CS4) and three customer retention items (CR1, CR6,

and CR7). Table 12 presents the final factor solutions for customer

satisfaction and customer retention.

Table  12. Rotated final factor solutions- Customer satisfaction and customer retention

Variables Factor 1 Factor 2
CS1 ,863
CS2 ,891
CS3 ,882
CS5 ,762
CR2 ,718
CR3 ,833
CR4 ,785
CR5 ,400 ,601

Eigenvalue 4,544 1,197
Percentage of Variance Explained 56,799 14,961
Cumulative Percentage of Variance Explained 56,799 71,759

Customer orientation items were entered into factor analysis solely. All the

items loaded strongly to one factor, thus there was no need to reduce

items. As all items loaded to one factor, the solution was not rotated. Table

13 presents final factor solutions for customer orientation
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Table  13. Final factors solution- Customer orientation

Variables Factor 1
CO1 ,806
CO2 ,656
CO3 ,775
CO4 ,734
CO5 ,726
CO6 ,843
CO7 ,856
CO8 ,869
CO9 ,814
CO10 ,851
CO11 ,786
CO12 ,870

Eigenvalue 7,703
Percentage of Variance Explained 64,195
Cumulative Percentage of Variance Explained 64,195

Service quality and trust were entered together into factor analysis. The

results showed three cross loadings, two service quality items (SQ1 and

SQ5), and one trust item (TRU4) were cross loading, and thus extracted.

Final factor solutions are presented in table 14.

Table  14. Rotated final factor solutions- Service quality and trust

Variables Factor 1 Factor 2
SQ2 ,795
SQ3 ,883
SQ4 ,798
TRU1 ,854
TRU2 ,913
TRU3 ,888

Eigenvalue 3,245 1,401
Percentage of Variance Explained 54,075 23,348
Cumulative Percentage of Variance Explained 54,075 77,424

Last factor analyses were conducted with flexibility and commitment items.

In the initial rotated factor analysis three items (FLE1, COMM1, and

COMM2) were cross loading.  After extracting these items, rest of the

items loaded to their own factors, without cross loadings. Final factor

solutions for commitment and flexibility are presented in table 15.
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Table  15. Rotated final factor solutions- Flexibility and commitment

Variables Factor 1 Factor 2
FLE2 ,858
FLE3 ,840
FLE4 ,863
COMM3 ,901
COMM4 ,830

Eigenvalue 3,277 ,819
Percentage of Variance Explained 65,533 16,389
Cumulative Percentage of Variance Explained 65,533 81,922

5.3.2 Final summative scales

A summated scale is formed by combining several individual variables into

a single composite measure. All the variables, which load highly on a

factor, are combined and the total or the average score of the variables is

used as a replacement variable. At the same time, measurement error is

reduced. (Hair et al., 1998, 116, 119)

No single item is a perfect measure of a concept, thus it is necessary to

rely on a series of diagnostic measures to assess internal consistency.

Cronbach’s alpha is the most widely used reliability coefficient measure. It

assesses the consistency of the entire scale. The generally agreed

minimum level for Cronbach’s alpha is .70. (Hair et al., 1998, 118)

After all the factor analyses were conducted, six summated scales were

formed to test the hypotheses related to customer satisfaction, its

antecedents, customer retention and profitability. Before hypotheses

testing, reliabilities of the scales were confirmed by using Cronbach’s

alphas. Table 16 concludes the Cronbach’s alphas of the final scales, and

other related relevant information.
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Table  16. Final scale reliability analyses

Scale Cronbach’s
alpha

Number
of items

Number of
cases

Mean
score

Std.
dev.

Customer satisfaction 0,906 4 57 5,97 ,983
Customer orientation 0,945 12 56 5,78 ,953
Service quality 0,780 3 48 5,10 1,244
Flexibility 0,861 3 55 5,94 ,939
Trust 0,887 3 58 6,21 ,934
Commitment 0,797 2 57 5,21 1,442
Customer retention 0,785 4 58 5,54 1,089

All the scales underwent reliability analysis and all of them exceeded the

.70 minimum reliability levels. Therefore, all the scales formed reliable

measures. Cronbach’s alphas range from about .78 to about .95.

Generally speaking, the reliability of the scales was found to be good and

some of them even very good. Customer satisfaction scored .91, customer

orientation .95, service quality .78, flexibility .86, trust .89, commitment .80

and customer retention .79. The values of mean scores and standard

deviations are quite close to each others. Trust measure has the highest

mean score (6,21) and lowest standard deviation (0,934). On the other

hand, service quality and commitment have the lowest mean scores (5,10

and 5,21) and highest standard deviations (1,244 and 1,442).

5.4 Hypotheses testing

In this subchapter, hypotheses are tested and the results discussed. First,

theoretical background of the methods used is under discussion. This is

followed by Pearson correlation matrix and regression analyses, in which

the hypotheses are tested. Later, the problems of customer retention

measurement, and customer orientation’s position is the model, are

discussed. Summary of the hypotheses and the results sums up this

chapter.

5.4.1 Regression analyses

When a research problem involves a single dependent variable, which is

presumed to be related to two or more metric independent variables,
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multiple regression is the appropriate method of analysis. The objective is

to predict the changes in the dependent variable (y) in response to

changes in the independent variables (x). (Hair et al., 1998, 14)

Regression analyses were used in testing the hypotheses. When testing

the hypotheses related to customer satisfaction and its antecedents (H1-

H5), all these variables were entered into the model at the same time. This

means, that the approach used to specify this regression model, was

confirmatory.

Normality refers to the shape of data distribution (Hair et al., 1998, 144). In

the current study, normality was assessed by means of histograms of

summated scale measures. According to the results, it can be said that the

measures were normally distributed.

After the data was confirmed to be normally distributed, the next step was

to examine collinearity and multicollinearity. When two independent

variables correlate strongly with each other, collinearity is present.

Whereas, multicollinearity refers to a situation in which a single

independent variable strongly correlates with a set of other independent

variables. (Hair et al., 1998, 143; Metsämuuronen, 2005, 662) Tolerance

values are commonly used measures of collinearity and multicollinearity.

(Hair et al., 1998, 148) Tolerance is the amount of variability of the

independent variable, which is not explained by the other independent

variables. The range of tolerance is between 0 and 1; values closer to zero

indicate that collinearity or multicollinearity is present. The common cut-off

level is .10. (Hair et al., 1998, 143, 193; Metsämuuronen, 2005, 672)

Correlation is a significant indicator of connectedness between two

variables. It varies from –1 to +1 and the closer the value is to zero, the

weaker is the correlation. Positive correlation implies that as value of

another variable grows, also value of other variable is higher.

Consequently, negative correlation indicates of an existence of a negative

direction in the relationship. The significance of the correlation coefficient
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depends on the sample size and correlation itself. The square of

coefficient accounts for how much the variables have in common.

(Metsämuuronen, 2005, 345-346)

The abbreviations of measures used in the following tables are: serv.qual.

(service quality), cust.or. (customer orientation), cust.sat. (customer

satisfaction), cust.ret. (customer retention measure from survey) and

cust.ret.2 (customer retention measure from database). The Pearson

correlation matrix of customer satisfaction, its antecedents, customer

retention and profitability is presented in table 17. The significance level is

.001. The statistically significant correlations are marked with *.

Table  17. Correlations between the measures of the study

1 2 3 4 5 6 7 8 9
Serv.qual 1
Trust ,415* 1
Flexibility ,504* ,777* 1
Commitment ,333 ,600* ,610* 1
Cust.or. ,424* ,817* ,780* ,589* 1
Cust.sat. ,584* ,806* ,791* ,600* ,776* 1
Cust.ret. ,324 ,458* ,590* ,367* ,524* ,571* 1
Cust.ret.2 ,099 -,028 ,033 -,070 -,117 -,078 ,006 1
Profitability ,264 ,242 ,321 ,254 ,215 ,332 ,239 ,285 1

As it can be seen from correlation matrix, all the antecedents, proposed to

effect on customer satisfaction, correlate positively with customer

satisfaction scale. Correlations range between .571 and .806. This finding

supports the assumption that examined variables are positively connected.

Customer retention database measure is either very weakly or negatively

correlated with all the measures, profitability being the only exception.

Profitability is positively related to all the other constructs of the study, but

these correlations are not significant with .001 significance level. However,

with .005 significance level, flexibility and customer satisfaction are

significantly correlated with profitability.
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Next, the results of regression analyses are discussed. First, regression

results concerning customer satisfaction and its antecedents are gathered

into table 18. When sig. is smaller than .05, the model is significant.

Statistically significant values are italicized in all regression result tables.

Table  18. Regression results- Customer satisfaction and antecedents

Independent
Variable

R
Square

B Beta t Sig. Tol. VIF Hypot.

Customer
orientation

,742 ,120 ,113 ,810 ,422 ,275 3,642 H1

Service quality ,742 ,179 ,234 2,764 ,008 ,748 1,336 H2
Flexibility ,742 ,269 ,260 1,959 ,056 ,306 3,269 H3
Trust ,742 ,399 ,374 2,758 ,008 ,291 3,432 H4
Commitment ,742 ,032 ,047 ,488 ,628 ,573 1,745 H5

Hypothesis 1 suggested customer satisfaction to be effected by

salespeople’s customer orientation. Positive correlation also supported

this proposition. However, surprisingly this relation was not supported, and

hypothesis 1 had to be rejected, because of the statistically insignificant

coefficients (sig.= .442). Contrary to the majority of previous findings, it

seems that in the underlying business-to-business environment, customer

orientation does not contribute positively to customer satisfaction.

In hypothesis 2, service quality was proposed to result as increased

customer satisfaction. This result was positive (beta= .234), and strongly

significant (sig.= .008). Service quality, with large t-statistics value,

resulted to be one main driver for customer satisfaction. Thus, hypothesis

2 was accepted.

Hypothesis 3 proposed flexibility to be an antecedent of customer

satisfaction. Regression analysis results show that relation was almost

significant, with significance level .056. However, with sig. level higher

than .05, hypothesis 3 is rejected. The results indicate that flexibility of

salespeople does not have a significant effect on customer satisfaction.
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Also trust was suggested to increase customer satisfaction levels. The

result showed strong, positive and significant (sig.= .008) relation between

the variables. Beside service quality, trust results as another main driver of

customer satisfaction. Hence, the hypothesis 4 is accepted.

The last researched antecedent of customer orientation was commitment.

Hypothesis 5 suggests that perceived commitment results as higher

customer satisfaction. The results from regression analysis show that

commitment has no significant relation to customer satisfaction.

Significance level of commitment (sig.= .628) was weakest among all

proposed antecedents of customer satisfaction, consequently, hypothesis

5 is rejected.

As the previous findings concerning the causal order of commitment and

customer satisfaction were inconsistent, and the amount of previous

researches investigating this problem was very limited, two hypotheses

concerning this causal order were advanced. In hypothesis 5b

commitment was proposed to be an outcome of customer satisfaction, not

an antecedent as in hypothesis 5. In order to test hypothesis 5b, customer

satisfaction was entered into regression analysis as independent variable

and commitment as dependent one. The results are presented in table 19.

Table  19. Regression results- Customer satisfaction and commitment

Independent
Variable

R
Square

B Beta t Sig. Tol. VIF Hypot.

Customer
satisfaction

,361 ,888 ,600 5,569 ,000 1,000 1,000 5b

Commitment as dependent variable

Strongly positive (.600) and significant correlation between the constructs

indicated that there is a positive link between commitment and customer

satisfaction. Regression results show, that customer satisfaction has a

positive, significant (sig.= ,000) effect on commitment. Thus, hypothesis 5b

is supported. In the light of the results, it can be argued, that in the current
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context, commitment is not an antecedent of customer satisfaction, but an

outcome of it.

After the relation between customer satisfaction and commitment was

clarified, there was a need to conduct another regression analysis with

customer satisfaction and its other antecedents, i.e. customer orientation,

service quality, flexibility and trust. The antecedents were entered again

together into analysis as independent variables and customer satisfaction

as dependent variable. Results of this regression analysis are presented in

table 20.

Table  20. Regression results- Customer satisfaction and its antecedents after extracting
commitment

Independent
Variable

R
Square

B Beta t Sig. Tol. VIF Hypot.

Customer
orientation

,746 ,121 ,114 ,835 ,407 ,272 3,681 1

Service quality ,746 ,181 ,235 2,844 ,006 ,743 1,346 2
Flexibility ,746 ,288 ,278 2,205 ,032 ,320 3,128 3
Trust ,746 ,415 ,388 2,989 ,004 ,302 3,311 4
Customer satisfaction as dependent variable

The results are slightly different now compared to regression analysis, in

which commitment was also entered in as independent variable (see table

29). Once more, the impact of customer orientation on customer

satisfaction was insignificant (sig.= ,407). Again, hypothesis 1 is rejected.

Now, the significance levels of other antecedents were all strongly

significant. Flexibility, which was not significant predictor of customer

satisfaction with 5 percent confidence level, in former regression analysis,

was now significantly (sig.=,032) related to customer satisfaction. Beside

the increased statistical significance, also t value of flexibility was

enhanced, from 1,959 to 2,205.

Next, the link between customer satisfaction and customer retention was

under examination. The regression results are presented in table 21.
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Table  21. Regression results- Customer satisfaction and customer retention

Independent
Variable

R
Square

B Beta t Sig. Tol. VIF Dep.
Var.

Hypot.

Customer
satisfaction

,326 ,603 ,571 5,153 ,000 1,000 1,000 Cust.
ret.

H6

Customer
satisfaction

,006 -,895 -,078 -,586 ,560 1,000 1,000 Cust.
ret.2

H6b

In hypothesis 6 customer orientation was suggested to enhance customer

retention. Customer retention data was gathered from company’s

database, and as a part of the survey. Due to this, two separate

regression analyses were conducted with both retention measures. Data

gathered from the customers showed highly significant relation (sig.= .000)

between customer retention and customer satisfaction. Thus, hypothesis 6

is accepted. When testing hypothesis 6 b, customer retention data from

company’s database was used as a dependent variable. Contrary to the

result of hypothesis 6, this relation was not significant (sig.= ,560), R

square was barely positive (,006), and B value was strongly negative (-

,895). Thus, hypothesis 6 b had to be rejected.

Last hypotheses were related to profitability. Hypothesis 7 proposed

profitability to be enhanced by customer satisfaction, whereas hypothesis

8 predicted customer retention to have a positive effect on profitability

levels. Regression analysis was done by entering both customer retention

measures into the analysis together with customer satisfaction. These

constructs were independent variables and profitability was dependent

variable. The results are presented in table 22.

Table  22. Regression results: Customer satisfaction, retention and profitability

Independent
Variable

R
Square

B Beta t Sig. Tol. VIF Hypot.

Customer
satisfaction

,206 2544,828 ,297 1,680 ,102 ,706 1,416 H7

Customer
retention

,206 703,158 ,089 ,505 ,617 ,706 1,416 H8

Customer
retention 2

,206 240,158 ,302 2,031 ,050 ,998 1,002 H8b

Profitability as dependent variable
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Both, customer satisfaction and customer retention (survey measure used)

proved to be insignificantly related to profitability. The significance levels

were ,102 for customer satisfaction and ,617 for customer retention,

indicating that customer satisfaction might have more effect on profitability

than customer retention. Thus, hypotheses 7 and 8 are rejected.

According to these results, customer satisfaction and customer retention

do not effect positively on profitability. However, again customer retention

database measure produced different results. With this measure,

customer retention has a significant affect on profitability. Thus, hypothesis

8b is accepted.

5.4.2 Problems in measuring customer retention

The retention measures used in the current study produced contrary

results in all related hypotheses (H6, H6b, H8 and H8b). Thus these

measures needed to be examined more profoundly. This was possible, in

terms of their Pearson correlation (presented in table 17). The correlation

between the two customer retention measures is really weak and barely

positive (.006). This correlation is not significant, which is not surprising in

the light of the regression analyses results.

Measuring customer retention is difficult. Beside disagreements

concerning the definition of this construct, also the ways to measure it are

diverse. The present study investigated retention relations to customer

satisfaction and profitability with two separate customer retention

measures, intentional and behavioral. As a result, the measures produced

opposite results for the hypotheses. On the basis of these results, it can

be concluded that customer satisfaction decreases the intention to change

to another service provider. It also affects positively long term view of the

cooperation and the intention to do more business in the future. Customer

satisfaction had no impact on the actual retention of customers, which was

measured with past purchase frequency. Past purchase behavior, on the
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other hand, effects on customer profitability and thus firm profitability. This

impact was not attained with the retention intention measure.

The measures differ so greatly from each other, probably because of the

time periods they are involved. Database measure presents actual and

past purchase behavior, which indicates whether the customers are

present customers or not, therefore retained or lost. Time perspective

concerning the survey measure is the future. Although a customer, at the

time answering the survey, intends to continue the relationships, future is

unknown and intentions do not always come true in reality.

5.4.3 The relations between customer orientation and control
variables

In line with previous customer orientation research, which had found

customer satisfaction to be an outcome of customer orientation,

hypothesis 1 suggested customer orientation to have a positive effect on

levels of customer satisfaction. However, regression analysis showed that

this relation was statistically insignificant. Actually, in the underlying study,

after commitment was found to be an outcome instead of an antecedent,

customer orientation was the only insignificant proposed antecedent of

customer satisfaction.

Considering the nature of customer orientation and the wide research

background supporting the importance of this concept, its relation to

customer satisfaction and the benefits a company can gain with customer

oriented salespeople, it is presumable that customer orientation has

somehow an effect on customer satisfaction. In the underlying study the

direct effect was not statistically significant, thus it is possible that

customer orientation affects customer satisfaction through the established

antecedents. The antecedents, under discussion in the present study, are

all related closely to salespeople and their behavior. Thus it is presumable

that customer orientation has an effect on these variables, i.e. service
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quality, flexibility, trust and commitment. Some evidence is provided by

previous research. Market orientation has been found to be positively

related to service quality. As customer orientation is a central pillar of

marketing orientation (Barroso et al., 2005, 656, 664), it is presumable that

also customer orientation solely effects positively on service quality. In

order to find out whether these relations apply in the current study,

regression analyses were conducted. Table 24 presents the results.

Table  23. Customer orientation’s effect on service quality, flexibility, trust and
commitment

Independent
Variable

R
Square

B Beta t Sig. Tol. VIF Dep. Var.

Customer
orientation

,180 ,586 ,424 3,440 ,001 1,000 1,000 Serv.qual.

Customer
orientation

,608 ,768 ,780 9,401 ,000 1,000 1,000 Flexibility

Customer
orientation

,667 ,801 ,817 10,685 ,000 1,000 1,000 Trust

Customer
orientation

,346 ,889 ,589 5,449 ,000 1,000 1,000 Commitment

The results from regression analyses show that customer orientation is

positively and significantly related to all the proposed concepts, i.e.,

service quality, flexibility, trust and commitment. R square results show

that trust and flexibility have most in common with customer orientation

and t statistical values show, that these construct also are the main drives

of customer orientation.

As commitment proved to be one of the outcome variables in the current

study, its relation to other outcome variables, customer retention and

profitability, should be discussed in terms of their correlations.

Commitment was significantly correlated only with customer retention

survey measure (,367). With database retention measure the correlation

was negative, but with profitability clearly positive. In terms of these

results, it could be suggested that like customer satisfaction, also

commitment impacts positively on customer retention intentions.
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5.4.4 Summary of the results

Table 25 concludes the hypothesized relations and the regression results,

discussed in this chapter.

Table  24. Summary of the hypotheses and the results

Hypothesis Relationship Results
Hypothesis 1 Salespeople’s customer orientation is

positively related with customer satisfaction
Rejected

Hypothesis 2 Service quality will effect positively on
customer satisfaction

Accepted

Hypothesis 3 Salespeople flexibility effects positively on
customer satisfaction

Rejected/Accepted

Hypothesis 4 The greater the level of trust of a buyer in a
supplier, the greater will the satisfaction
level be

Accepted

Hypothesis 5 Commitment is positively related to
customer satisfaction

Rejected

Hypothesis 5b Customer satisfaction enhances the
commitment of the customers

Accepted

Hypothesis 6 Customer satisfaction of the customer
company affects positively on its retention

Accepted

Hypothesis 6b* Customer satisfaction of the customer
company effects positively on its retention

Rejected

Hypothesis 7 Customer satisfaction has a positive effect
on profitability

Rejected

Hypothesis 8 Customer retention has a positive effect on
profitability

Rejected

Hypothesis 8b* Customer retention has a positive effect on
profitability

Accepted

* Customer retention measure from company’s database
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6 CONCLUSIONS

This study has provided insights into the constructs of customer

orientation, customer satisfaction, customer retention and their

interrelationships. The main purpose of the research was to identify the

relations between the focal constructs and firm profitability. With customer

satisfaction as primary focal construct, five independent antecedents were

identified. Second focal construct, customer orientation, was first of them.

Other four, i.e., service quality, flexibility, trust and commitment, were

chosen as control variables. Additionally, their effects on customer

orientation were under examination.

The study involved an empirical questionnaire. The data was collected

with web-based questionnaire in January-February 2008. The case

company was a small telecommunication expert, Wextra Oy. The sample

(N=95) consisted of business customers, and produced in total 57 valid

responses. Thus, the final response rate of the study was 62,1%. The data

was analyzed by using statistical analysis program, SPSS.

Previous literature revealed several gaps in the knowledge concerning the

constructs of the study. Especially important was to examine the relations

in business-to-business context. Additionally, some relations had not

attained the interest of the researchers, and thus information concerning

the links was very limited. The current study contributes to previous

knowledge by offering the results attained in business environment. These

contributions are discussed further in detail.

Next, reliability and validity of the study are discussed. This discussion is

followed by theoretical and managerial implications drawn upon the

results. Finally, the limitations of the study are handled and future research

proposals are suggested.
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6.1 Reliability and validity of the research

Validity is the extent to which a scale or a measure set accurately

represents the handled concept (Hair et al., 1998, 118). Reliability, on the

other hand, refers to the possibility to repeat the study, and is

consequently related to the consistency of the measures. This means, that

the results are pretty much alike, if the phenomenon is measured several

times with the same measures. (Metsämuuronen, 2005, 65).

Cronbach’s alphas were used in examining reliabilities of the scales. All

the alphas were good or excellent, which indicated satisfactory scale

reliabilities. However, it is worth to mention that most of the constructs

measured in the underlying study are complex. For example, customer

retention is very difficult to measure in an exact way. Thus, it is possible

that the results of studies in the future, implemented with the same

measures, differ in some extent from the ones derived in the underlying

study.  Especially, customer retention measure needs to be revalidated in

the future research, as it is a new measure and thus validated only once.

Generally, the validity of the survey can be regarded as good. All the

measures were validated several times by other researchers before,

customer retention being the only exception. Additionally, factor analyses

were conducted to verify the validity of the measures in the present study.

The company’s database provided measures of customer retention and

customer profitability. Thus, two different customer retention measures

were used. The database customer retention measure indicated the

frequency of purchases in a specified period of time and profitability

measure was customer-specific profits from services. Profitability data

obtained from company’s database did not take into account the costs

associated to the customers. This decreases the validity of the profitability

figures used in the analyses.
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Reliability of the study is also dependent of the use of a questionnaire. Its

use as a research method is associated with certain problems. As the

researcher in not present, there is no possibility to clarify the questions or

statements. There is also a risk that the respondents do not answer all the

questions, or the answers are not truthful. (Wilson, 2003, 128)

The statements of the questionnaire were translated into Finnish, in order

to ensure that language do not make answering more difficult. Also their

wording was slightly adapted to make sure, that the statements were as

easy to understand as possible. Due to these modifications, it is

presumable that the respondents understood the questions and

statements. Additionally, none of the respondents gave negative feedback

concerning the statements, nor complained that the survey was difficult to

fill in.

Only about half of the respondents told the turnover of their company,

probably because of the sensitive nature of the information. Except this

question, respondents answered satisfactory to the questions and

indicated their view concerning the statements. It can not be known

whether the respondents have been truthful in their answers. As the

purpose of the survey for Wextra was to find out how it can better its

services, the respondents can benefit by answering truthfully and thus

receive better service in the future. All together, these possible

weaknesses are not seen strongly affecting the results of the study, nor its

reliability.

6.2 Theoretical implications

The most significant contribution of this study was the examination of the

relations between customer orientation, customer satisfaction, customer

retention and firm profitability in business-to-business context. Additionally,

beside customer orientation, the impacts of other established independent

antecedents of customer satisfaction were investigated in relation to
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customer satisfaction. Furthermore, customer satisfaction’s impact on

commitment, customer retention and profitability were handled, as well as

the link between customer retention and firm profitability.

The interrelations handled in the underlying study have been investigated

previously in varying extent, and according to previous researches, some

of the relations have produced contrary result. Thus more research was

needed in order to get clearer picture of these concepts and their

interrelations. Customer satisfaction, service quality and customer

retention research have been explored tremendously in consumer

environment. However, in business-to-business context, the amount of

research has been very modest. Thus, the context of the current study,

being business-to-business environment, was especially important.

Additionally, there has been a need to develop a deeper understanding

about the antecedents of customer satisfaction (Anderson and Sullivan,

1993, 126), and also this research call was answered.

The chosen antecedents of the study were closely related to salespeople,

because, although prior research has established a strong link between

salespeople’s characteristics and business customer satisfaction (Appiah-

Adu, 1999, 34; Homburg and Rudolph, 2001, 30), the interest towards it

had been limited (Grewal and Sharma, 1991, 13). The link between trust

and customer satisfaction has been under investigation only few times,

hence deeper understanding was needed. Lastly, the relation between

commitment and customer satisfaction has not been clear and

consequently, also this link was investigated profoundly.

Customer retention, firm profitability and commitment were examined as

outcomes of customer satisfaction. The majority of research linking

customer satisfaction to retention has been carried out in consumer

context. Additionally, empirical research linking satisfaction to actual

repurchase behavior had been lacking (Mittal and Kamakura, 2001, 132).

Commitment was investigated both, as an antecedent and as an outcome
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of customer satisfaction due to their very complex interrelation and lack of

knowledge. Previously, the links from satisfaction and retention to

profitability have been estimated by comparing individual-level customer

measures (satisfaction, retention) with aggregate, firm-level measures

(profitability). Thus, in the current study the estimation was done by

comparing individual level measures with each others.

The results of the study, concerning the relations between customer

orientation, customer satisfaction, customer retention and firm profitability,

were only partly in line with previous findings. First of all, customer

orientation was insignificantly related to customer satisfaction (hypothesis

1 was rejected). This result was unexpected, as the link had been found to

be significant earlier by several other researchers. Other antecedents

were entered together with customer orientation measure into the

regression analysis. The results showed that only two antecedents out of

four were significantly affecting customer satisfaction. These were service

quality and trust (hypotheses 2 and 4 were accepted). As flexibility and

commitment were insignificantly related to customer satisfaction,

hypotheses 3 and 5 had to be rejected.

Hypothesis 5b stated that commitment was an outcome of customer

satisfaction, not an antecedent. This hypothesis was strongly significant,

and thus accepted. The result enhances the understanding concerning the

complex relation between customer satisfaction and customer

commitment. After this interrelationship was clear, another regression

analysis was conducted with customer satisfaction and its real

antecedents. At this time, the significance figures were better in every

case. However, customer orientation was again insignificantly related to

customer satisfaction, thus hypothesis 1 remained rejected. All the other

antecedents, also flexibility, were now significantly and positively related to

customer satisfaction (hypothesis 3 is accepted). As a conclusion, it

seems that, in business-to-business context, customer satisfaction drivers

of a small firm are salespeople’s flexibility, trust and the quality of the
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services they provide. Further, customer satisfaction levels enhance the

commitment of the customers towards the company.

The insignificant link between customer orientation and customer

satisfaction lead to the proposition, that customer orientation has an effect

on customer satisfaction through other antecedents. The results from

regression analysis confirmed, that customer orientation was significantly

and positively related to service quality, flexibility, trust and also

commitment. This indicates that the role of salespeople, i.e., their

customer orientation, truly was the starting point for all the beneficial and

crucial outcomes in the present study.

Customer retention was examined as an outcome of customer

satisfaction. According to the previous findings, the more satisfied the

customers are, more likely they are retained. This link was tested twice,

because two different customer retention measures were used. First, this

link was tested with retention measure formed in factor analyses. The

regression results indicated that customer satisfaction indeed enhances

customer retention (intentions), and thus hypothesis 6 was accepted.

However, when conducting the same analysis with retention measure from

database (behavior), the relation proved to be insignificant and hypothesis

6b was rejected. These contrary results are confusing.

Lastly, the links from customer satisfaction and customer retention to firm

profitability were investigated. Again both retention measures were used,

and they were entered into regression analysis with customer satisfaction

measure as independent variables. Only customer retention database

measure was significantly related to profitability. Thus, hypothesis 8b was

accepted and hypotheses 7 and 8 rejected. The contrary results of

retention measures were not surprising, because this was the case also

with hypotheses 6 and 6b.
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It seems that the retention measures used are not measuring the same

thing. The problem arises from the time perspectives, which differ in these

measures. The measure from survey concerns the intentions in the future

and database measure reveals the past behavior. As a conclusion, it can

be argued that the higher the satisfaction is in the present, more likely the

customer are retained in the future, as customer satisfaction decreases

the intention to change to another service provider. Additionally, it has an

impact on the intention to do more business in the future, and it affects

positively the long term view of the cooperation with the supplier. Contrary,

the past purchase behavior of the business customers, measured with

past purchase frequency, is not related to their present state of

satisfaction.

In summary, customer’s estimations concerning their relationship with

supplier, and intentions to stay as customers are not related to firm’s

profitability, but previous purchase behavior has an effect on customer

profitability and consequently firm profitability.

The results of the current study are concluded in figure 8. All significant

relations between the constructs are presented and insignificant ones are

left out.

Figure 8. Relations of the study

Confirmed relations of the study
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The relations, which were confirmed in the current study, are presented

with continued arrows. Customer retention box presents the confirmed

effects of both customer retention measures. The relation between

customer satisfaction and customer retention was confirmed with customer

retention intention measure, whereas relation between customer retention

and profitability was confirmed with customer retention behavior measure.

6.3 Managerial implications

Consideration of the constructs of the study, illustrates how significant they

are to firm’s success, and consequently, can present extremely important

value to companies. Several managerial implications can be suggested in

the light of the present results.

First of all, the results of the current study show that customer orientation

does not influence customer satisfaction directly, but through other

salespeople related antecedent’s of customer satisfaction: service quality,

trust and flexibility. Thus, the result indicate that for the establishment of

customer satisfaction, in a supplier-customer relationship, it is very

important that a customer has a lot of trust in the supplier, the quality of

services provided is high and the supplier is flexible.

Satisfied customers are truly beneficial for firms. Outcomes of customer

satisfaction have been widely studied by prior research. In line with

previous findings concerning the link between customer satisfaction and

customer retention, also in the current context, customer satisfaction

enhances retention. This result indicates that present customer

satisfaction enhances customer retention in the future. Past retention

behavior, on the other, is not related to satisfaction. In order to retain

current customers, companies must pay attention to customer satisfaction.

By means of customer satisfaction, customers are more likely to do more

business in the future, less likely to change to another supplier and have a

long term view of the cooperation with the current provider. Additionally,
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customer satisfaction was found to have a positive effect on commitment

of the customers.

Furthermore, the results lead to a suggestion, that actual purchase

behavior has effects on firm profitability, whereas customers’ estimations

about the continuance of the relationship with supplier, are not related to

profitability. As a conclusion, in order to be profitable in the future,

companies must be focused in keeping customers satisfied and retain

them in the present.

6.4 Limitations and future research proposals

Certain limitations should be kept in mind when interpreting the findings of

the present study. First, one major limitation of the study is the data was

gathered from a single supplier’s customers. Thus external validity of the

findings is reduced; the possibility to generalize the results is constrained.

Future research should seek to replicate the study in different firms and

sectors. Data from multiple cases from other industries should be used, in

order to assess whether the linkages identified exist in other contexts. To

extend external validity, also longitudinal observations are required.

Second, all concepts were measured at one point of time. More insights

are needed in order to understand how the concepts develop over time.

This impacts also, as mentioned above, on external validity and would

make it possible to see the impacts of current satisfaction and current

retention on profitability in next period.

As the customer retention measure was developed for the purposes of the

underlying study, and is thus validated only once, revalidations are

required. Also in general, more emphasis should be placed on customer

retention measurement in the future. In order to get reliable results and

information about the retained customers, the measures of retention

needs to be under examination. Database profitability figures describe the
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real retention of the customers, but which figures present retention in the

most suitable way?

Against what was hypothesized, customer orientation did not have a direct

impact on customer satisfaction, but it affected positively service quality,

trust and flexibility, which were related to customer satisfaction. In the

future, the interrelations of these constructs should be investigated more,

in order to enhance the validity of the results.

The role of commitment in the present context, and more accurately in the

model of the study, was found to be an outcome of customer orientation

and customer satisfaction. Additionally, it was suggested that commitment

has a positive impact on customer’s retention intentions. Its relation to

other outcome variables of the study, i.e. customer retention and

profitability, should be investigated profoundly in future researches. Beside

the outcome variables of the current study, also in general the

consequences of committed business customers for companies would

provide valuable information for practioners.

In the future, the model of the study needs to be tested by using structural

equation models. As the model proposed in the current study is complex,

and there are correlations between the variables, the use of structural

equation model is advisable and can provide better understanding

concerning the relations between the constructs of the study.
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