Examining the effect of customer education on customer loyalty in business-to-business context: An application on the pharmaceutical industry

1. Introduction
Service Dominant Logic identifies operant resources (skills & knowledge) as the main source of competitive advantage (Vargo & Lusch, 2004, 2008). To achieve a sustainable competitive advantage, companies need to continuously develop new innovative products and services. This required companies to train customers and other network partners (e.g. distributors) on how to buy, use, co-produce, consume and dispose their new services and products (Bitner et al., 1997).  This is highly critical in "knowledge-intensive business-to-business firms" (Bettencourt et al., 2002) because know-how transfer is central to the value creation processes (Gruen et al., 2006; 2007) as they take place in network of resource integrators (i.e. supply chain) (Vargo & Lusch, 2008). The vast majority of prior research examined the outcomes of customer education in either business-to-customer (Auh et al., 2007; Dellande et al., 2004; Eisingerich and Bell, 2008; Zaho et al., 2008) or customer-to-customer (e.g. Gruen et al., 2006; 2007; Dholakia et al., 2009) contexts, exceptions being a study by Bettencourt et al., (2002). Since value creation requires integration of resources by a network of partners (i.e. supply chain), it seems essential to understand customer education practices in business-to-business context.
2. Conceptualization of Customer Education
               The review of previous studies indicated that definitions of customer education concentrated on either customers' perception of a single education channel (e.g. a service employee) (Eisingerich and Bell, 2008) or psychological outcomes of education process including enhancement of skills and knowledge (e.g. Kelley et al., 1992). The focus on a single education channel, by the vast majority of prior research, is inconsistent with conventional wisdom in this growing body of literature that learning processes happen as customers engage with multiple marketer (e.g. website, sales people, call centre, booklets) and non-marketer (e.g. online forums, other customers) channels (Bitner et al., 2002; Burton, 2002; Meuter et al., 2005). Beuningen et al. (2009) studied customers' perceptions of multiple sources of education, which represent the approach adopted by this paper. In light of the above discussion, customer education is conceptualised as know-how resources acquired from all channels and sources (i.e. marketer or non-marketer) made available to the customers.  

3. Consequences of Customers’ Education: Customers' Trust in, Satisfaction with & loyalty towards the Firm
                Trust exits "when one party has confidence in an exchange partner's reliability and integrity" (Morgan and Hunt, 1994:23). Relationship marketing literature associates perceived expertise of the seller with the development of customers' perception of trust in the firm because it “reflects the identification of relevant competencies associated with the goods or service transaction [which is] often exhibited in the form of information provided” by a communication source (Crosby et al., 1990: 72). Customer education practices are likely to increase transparency and reduce opportunistic behaviour (Eisingerich and Bell, 2008), increasing creditability of the seller (Auh et al., 2007). Empirical evidence offered empirical support to the effect of customer education, as a form of communication, on the development of feeling of trust in the firm (Eisingerich and Bell, 2008; Hennig-Thurau, 2004; Morgan & Hunt, 1994).

H1: There is a positive association between customer education and customer trust in the firm.

           According to role theory (Solomon et al., 1985), when customers are aware with what is possible and what is not in the service context, they are likely to develop realistic expectations and become more satisfied (Burton, 2002; Ennew & Binks, 1996; Eisingerich and Bell, 2008). Customer satisfaction can be defined as “a judgment that a product or service feature, or the product or service itself, provided (or is providing) a pleasurable level of consumption-related fulfilment, including levels of under- or overfulfilment” (Oliver, 1997, p. 13). Prior research has supported the impact of customer education on customers' satisfaction with the firm (Challagalla et al., 2009; Groth, 2005; Kelley et al., 1992). 
. 
H2: There is a positive association between customer education and customer satisfaction with firm.

         Relationship marketing paradigm recognises that customers' trust in and satisfaction with the firm, are important facets of the relationship quality (Crosby et al., 1990). Chiou et al. (2002) pointed out that the development of trust in the firm precedes the occurrence of satisfaction. This was also validated by a meta-analysis conducted by Swan et al. (1999). Empirical studies showed a direct positive impact of customers' trust in the firm on their satisfaction with the firm (Henning-Thurau et al., 2002; Garbarino and Johnson, 1999).

H3: There is a positive association between customer trust and customer satisfaction with firm.

             According to the social exchange theory (Blau, 1964), customers are likely to feel indebted for benefits received and in turn, they will act in reciprocation towards the selling firm. These acts of reciprocation may take the form of feelings of customers' loyalty towards of the firm (Gruen, 1995).  Customer loyalty is defined "a customer’s likelihood of generating positive word-of-mouth, and their repurchase intentions" (Zeithaml et al., 1996 cited in Dagger & David, 2012: 449). Adapting the above view, customers' trust in (Gruen, 1995) and their satisfaction with the firm (Yi & Gong, 2008) can be viewed as benefits received from high quality relationship (Crosby et al., 1990). Empirical research demonstrated the positive impact of customers' trust in and their satisfaction with the firm, on customers' loyalty towards the firm (e.g. Verhoef et al., 2002). 

H4: There is a positive association between customer trust and customer loyalty.
H5: There is a positive association between customer satisfaction and customer loyalty.


4. Methods
            The conceptual framework was examined in business-to-business context, specifically, in the pharmaceutical industry in Egypt. The choice of this context is justified on the grounds of innovation characteristics of this industry and its relative complexity, generating a need for pharmaceutical companies to educate physicians and pharmacists about the pros and cons of a given medicine and its unique selling points. In Egypt, pharmacists sometimes play the role of physicians by recommending a medicine to some patients. This may happen because these patients do not have a medical insurance or they cannot afford the cost of the physician. Also, pharmacies may influence sales cycle in terms of the brands they decide to sell on their premises and the stock volumes they plan to maintain. 

4.1 Qualitative phase
              It was essential to conduct a number of exploratory interviews to identify the most common educational channels adapted in this industry in order to incorporate in the questionnaire. In particular, the authors conducted structured interviews with 30 pharmacists, 20 physicians, 10 medical reps and 5 sales supervisors. These interviews coined three main education channels used in this industry: sales representatives, seminars and conferences. Also, it was concluded that the vast majority of the pharmaceutical companies are selling a wide blend of medicines. Instead of focusing on a particular medicine or illness, it was decided to assess the effectiveness of educational channels adapted by a particular company as perceived by pharmacies and physicians. 

4.1 Quantitative phase
           The data was collected by the means of the survey. Two questionnaires were designed for pharmacies and physicians. Measures were adapted from prior research. To achieve measurement equivalence across different education channels, the same scale (5 items) was adapted. It was borrowed from Chen and Well (1999). Measurement scales for customers' satisfaction (5 items) and loyalty (5 items) were adapted from Oliver (1997) and Zeithaml et al. (1996) respectively, while the measurement scale of trust (4 items) was adapted from Eisingerich and Bell (2008). A seven-point scale was deployed in this study. A few amendments were applied to the wording of some statements in the light of the pre-testing of the questionnaire on ten respondents. Two geographic (cluster) samples were followed in these two cases to represent pharmacies, medical centers and hospitals located in the greater Cairo. Data was administrated by personal interviews. Out of 420 distributed surveys, 320 responses (76% response rate) were found valid. 320 responses was equally divided between pharmacists(n = 160) and physicians (n = 160). 

5. Data Analysis
            The data was analysed independently for pharmacies (n = 160) and physicians (n = 160) samples as well as for combined sample (n = 320). All constructs were factor analyzed and then subjected to confirmatory factor analysis using SMARTPLS. Cronbach's alpha and composite reliability values were higher than 0.75 for all variables across the three subsamples, exceptions being customer satisfaction (coefficient alpha = 0.65) in the pharmacist sample. AVE values for all variables were higher than cut-off value of 0.5. The structural model was tested across the three samples (pharmacies, physician, combined samples), as reported in table (1). The structural models for three samples are reported at Appendix (1)

6. Discussion
                The growing literature on customer education was dominated by B-to-C and C-to-C studies, giving a scant empirical attention to customer education consequences and practices in the business-to-business context. Without proper development of skills and knowledge of physicians and pharmacists about companies' products, there is no assurance that customers (i.e. patients) would be able to get effective education by them and in turn, co-create value (i.e. successful treamtment) (Vargo & Lusch, 2008). Here, physicians and pharmacies are middlemen in the education value chain. 

Table 1: Structural model

	
	Pharmacies
	Physicians
	Combined
	Hypotheses
Testing

	
	Beta
	t-test
	Beta
	t-test
	Beta
	t-test
	

	Sales rep → Satisfaction
	0.04
	0.31
	0.14
	1.01
	0.11
	1.60
	H2
partially
accepted

	Conference → Satisfaction
	0.15
	0.71
	0.08
	0.58
	-0.01
	0.13
	

	Seminar  → Satisfaction
	0.11
	0.69
	0.14
	1.09
	0.14*
	1.84
	

	Trust → Satisfaction
	0.32**
	3.84
	0.09
	0.55
	0.22**
	3.01
	H3 partially
accepted

	Sales rep → Trust
	0.21*
	1.78
	0.23**
	2.98
	0.19**
	3.30
	H1 partially accepted

	Seminar → Trust
	0.13
	0.75
	0.13
	1.08
	0.17**
	2.02
	

	Conference → Trust
	-0,08
	0.67
	0.07
	0.69
	0.02
	0.22
	

	Trust → Loyalty
	-0.04
	0.29
	0.39**
	5.35
	0.15*
	1.76
	H4 partially accepted

	Satisfaction → Loyalty
	0.32**
	2.32
	0.16
	1.50
	0.19**
	2.19
	H5 partially accepted

	R2
Satisfaction
Trust
Loyalty
	
16.7%
7.4%
10.8%
	
6.8%
8.10%
19.1%

	
8.9%
5.8%
7%

	


Critical t-value = 1.645

               The study results was consistent with prior research (e.g. Eisingerich and Bell, 2008; Yin and Yang, 2009) regarding the positive impact of customers' perceptions of educational value of sales reps on the development of trust in the firm. This result was consistent across the three samples. Interestingly, perceptions of educational value of conferences were not significant in the development of neither customer trust nor satisfaction with the firm. Based on follow explanatory interviews with five physicians, it was found that pharmaceutical companies offer sponsorship for international conferences to carefully selected physicians, as a relationship marketing approach. Possibly, these sponsorships may be seen as an incentive to maintain a relationship with physicians rather than to educate them. Managerially, companies need to evaluate and assess the educational effectiveness of their communication mix in order to guide budget decisions and proper allocation of resources when it comes to customer education startegy. 

              Our findings showed two different routes of the influence of customers' perceptions of educational value of different channels on the development of their loyalty towards the selling firms across physicians' and pharmacies' samples. In particular, the impact of physicians' perceptions of educational value delivered by sales representatives on customer loyalty was fully mediated by their trust in the firm. Their satisfaction with the firm was not critical in forming their loyalty towards the selling firm. This is inconsistent with prior research on satisfaction-loyalty link (e.g. Verhoef et al., 2002). These results can be justified in the light of our qualitative data that physicians are prescribing medicines to their patients based on their trust in the firm in the first place. Educating physicians and adding up to their skills and knowledge reduce feelings of opportunism (Eisingerich and Bell, 2008) and in turn, enhance their intentions to continue prescribing these products to their patients and recommend them to other physicians.
             On contrary, pharmacists' satisfaction with the firm was a critical driver of their loyalty towards the firm and it fully mediated the relationship between their trust in the firm and their loyalty towards the firm (Education → Trust → Satisfaction → loyalty). These results are consistent with prior research (e.g. Verhoef et al., 2002). This study sheds light on the complexity of business-to-business settings. One possible explanation to the disciminant findings across our physicians' and pharmacists' samples is the different roles played by physicians and pharmacists in the value creation network and their key success factors. Physicians are more interested in the success of the prescription and maintaining a long-term relationship with patients because it directly influences their reputation and patients' trust in them. They need a medicine and accurate instructions (i.e. acquired through successful customer education processes) to help their patients to co-create a successful medical experience. Pharmacists are more profit-oriented when they deal with pharmaceutical companies because of their interest in stock turnover and generated sales volume. Unsuccessful medical experience can be attributed to the pharmaceutical company or the physician, but not to the pharmacists and in turn, pharmacists' trust in the pharmaceutical companies will not influence their relationship with their patrons (e.g. patients), exceptions being over the counter products. Hence, pharmacists' loyalty towards the pharmaceutical firms is more determined by their satisfaction rather than their trust in the firm. 

7. Limitation & Future Research Directions
             Cross-sectional nature of this study may set some concerns on causality relations inferred from the empirical results. Future studies may use longitudinal research to gain better understanding of the consequences of different education channels. Customer satisfaction scale did not show a good reliability value (0.65) as compared to other scales and this needs to be considered by the future research. Compared to customer education models in B-2-C, there is a relatively low R2 values of the exogenous variables in this study. This may reflect the unique nature of B-2-B context and may indicate the need to incorporate additional variables (e.g. commitment, opportunism) (Morgan & Hunt, 1994) by future studies, to better understand psychological intervening processes that may mediate the impact of customer education on customer loyalty. Future studies may also consider other knowledge-intensive corporate companies such as IT and software companies (Bettencourt et al., 2002).
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Appendix 1:  Conceptual Framework


Diagram (1): Pharmacist Sample (n = 160)
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Diagram (2) Physician Sample (n = 160)
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Diagram (3) Combined Sample (n = 320)
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