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Abstract. This research examined the impact of customer’
perceived value on CRM in Business to Business (B2B) agro-
chemical agribusinesses in Sri Lanka. Customer perceived
value was measured by economical value, emotional value
and social value based on standard 36 attributes. A total of
110 respondents including distributors and direct dealers en-
gaged in agrochemical marketing covering all island were
interviewed. Results were obtained by both descriptive and
inferential statistics. Two mediating variables; customer satis-
faction and customer loyalty were used to find the impact of
customer perceived value on relationship marketing attributes.
Findings revealed that dealers perceived slightly higher eco-
nomical values than emotional values and comparatively low
social values. Weaker but positive correlations were found
between dealer’s perceived emotional, economic and social
values with their satisfaction and customer loyalty. Customer
satisfaction and customer loyalty had mediating effects to the
relationship of customer perceived value with CRM attributes
hence with relationship marketing. The findings provide uti-
lizable model for the agro chemical manufacturing companies
to enhance dealer’s perceived value that contribute to higher
dealer satisfaction, loyalty hence re-purchase behaviour and
long term customer retention.

Keywords: customers’ perceived value, customer relation-
ship marketing, agrochemical industry, B2B markets, custom-
er retention, re-purchase behaviour

INTRODUCTION

At present, agribusinesses involve a range of different
commercial enterprises. It includes supply of inputs to
marketing of the farm produce. With commercial agri-
culture, agricultural inputs gained prominence and agro-
chemicals are of paramount importance. Agrochemicals
contributes substantially to increase yield in agriculture
by controlling pests and diseases. Agrochemicals are
an integral part of agricultural inputs and agribusiness
firms (Rosairo and Potts, 2016). Agrochemicals include
inorganic fertilizers, pesticides, weedicides etc. Ag-
ribusiness firms use customer relationship marketing
as a tool to improve customer loyalty in agrochemical
trade. Customers are the dealers/buyers of agrochemi-
cals from large agribusiness firms and sell back through
their shops to general public. Farmers do not have direct
contact with firms but through the dealers. Thus farmers
have a good rapport with the dealers.

Sri Lanka has a growing market for agro chemicals
which play a major role in rural agricultural production.
Agrochemical business is a highly competitive industry
in Sri Lanka due to the existence of large number of
agrochemical companies and they are distributing hun-
dreds of agrochemicals under different trade names. To-
tal agrochemical trade in Sri Lanka is handled by the pri-
vate sector (Vidanapathirana and Rambukwella, 2008).
All the agrochemicals are marketed through a controlled

HMPathmanathan Sivashankar, Department of Agribusiness Management, Faculty of Agricultural Sciences, Sabaragamuwa Uni-
versity of Sri Lanka, Belihul Oya, 70140, Sri Lanka, e-mail: shankar@agri.sab.ac.lk, https:/orcid.org/0000-0002-2130-4009

© Copyright by Wydawnictwo Uniwersytetu Przyrodniczego w Poznaniu


mailto:shankar@agri.sab.ac.lk
https://orcid.org/0000-0002-2130-4009
http://dx.doi.org/10.17306/J.JARD.2019.01236

Rangani, D., Sivashankar, P, Rathnayake, M. (2019). Customer perceived value and customer relationship marketing in B2B ag-
ribusinesses: A case of agrochemical market in Sri Lanka. J. Agribus. Rural Dev., 4(54), 355—-361. http://dx.doi.org/10.17306/J.

JARD.2019.01236
®

dealer network and more than 4,000 dealers have been
trained for this in Sri Lanka (Vidanapathirana and Ram-
bukwella, 2008). Currently they have undertaken all the
distribution and sales activities inside Sri Lanka. Thus
this is a B2B agricultural input industry.

Pesticide market is totally run by this controlled
dealer network which needs a good working partner-
ship between the manufacturer and the distributor/deal-
er (B2B system). Maintaining mutual recognition and
understanding between manufacturer and distributer
is more important for pesticide market (Anderson and
Naurus, 1990; Redaelli et al., 2015; Vazquez-Casielles
et al., 2017). Delivering value in B2B systems is very
much important especially in agro chemical market as it
is totally handled by a huge dealer network (Vidanapa-
thirana and Rambukwella, 2008).

Creating and delivering customer value is seen as
a cornerstone of marketing and competitive strategy and
relationship management (Berghman et al., 2006). So,
customer perceived value is considered to be an impor-
tant constituent of relationship marketing and the ability
of a company to provide superior value to its custom-
ers is regarded as one of the most successful competi-
tive strategies (Ravald and Gronroos, 1996). Multi di-
mensions of perceived value have been identified from
Sweeney and Soutar’s (2001) and Lim et al. (2006)
works, which originally included four dimensions of
perceived value such as quality, economic, emotional,
and social values. But the work of Shoki (2012) which
structures only three value dimensions such as eco-
nomical, emotional and social values on the customer
perceived value model, has been adapted to this study.
With customer perceived value, customer satisfaction,
customer loyalty, and customer retention are important
to maintain a strong relationship in B2B system.

Therefore this research was conducted to determine
the impact of customer perceived value on customers
relationship marketing (CRM) with following specific
objectives: (i) determining customers’ perceived eco-
nomic, emotional and social values in Business to Busi-
ness marketing systems in agro chemical industry; (ii)
examining the relationship of customer perceived value
on mediating customer satisfaction and customer loy-
alty; (iii) examining the relationship of customer per-
ceived value on long term Customer Relationship Mar-
keting (CRM). This type of studies in agribusiness firms
with regard to agrochemical have been not studied in Sri
Lanka. Though agrochemical related farmer perception
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studies (Bandarage, 2013; Padmajani et al., 2014; Nis-
hantha et al., 2016; Malkanthi et al., 2019) and medical
(Fernando et al., 2012; Jayasumana et al., 2014; Knipe,
2016; Kudagammana and Mohotti, 2018) studies been
done in Sri Lanka, this approach itself is a new one.

RESEARCH METHODOLOGY

The research was focused on intermediaries who are the
distributors and dealers involved in marketing of agro-
chemicals all over Sri Lanka. In order to study the im-
pact of dealer perceived value on relationship marketing
attributes such as dealer satisfaction, dealer loyalty, and
dealer retention and re-purchase behaviour, distributors
and dealers engaged in agrochemical marketing cover-
ing the island were interviewed. Sample consisted of 30
distributors and 80 dealers totalling up to 110 respond-
ents. In this research deductive approach was used. Re-
search was according to B2B marketing theory, custom-
er relationship management theory and they were used
to develop hypotheses and was tested using appropriate
research strategies. Owing to the descriptive and ex-
planatory nature of this research, descriptive-explanato-
ry research design was considered as the most suitable
research design.

Stratified proportionate random sampling technique
was used to collect data and geographical areas were
considered as strata which are all the 25 districts. Pri-
mary data were collected through face to face interviews
with the help of a pre tested questionnaire. Data were
analysed using both quantitative and qualitative meth-
ods such as descriptive statistics, regression analysis
and correlation analysis.

RESULTS AND DISCUSSION

Respondents were bounded with an agrochemical com-
pany as direct dealers who sell products directly to the
public and as distributors who re-sell to the sub dealers
and dealers. There were two types of the relationship
with the manufacturer. They are totally exclusive with
the manufacturer and nottotally exclusive with the man-
ufacturer. In totally exclusive relationships, the interme-
diate firm has engaged with selling particular manufac-
turer’s products only and in the other type, intermediate
firms do not want to be engaged with selling only one
manufacturer’s products but engaged in selling other
competitors products also. This describes a certain level
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Fig. 1. Conceptual framework for the study
Source: own elaboration based on conceptualization.
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Fig. 2. Relationship types with manufacturers
Source: own elaboration based on conceptualization.

of customer loyalty towards the manufacturing firm by
the dealers.

The age category of the respondents varies from less
than 20 years to more than 60 years where nearly 43%
of the respondents lie in between 50-60 age category.
Duration of the relationship with the manufacturing firm
also a valuable data which describes the relationship and
convey that relationship’s longevity and retention with
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the manufacturer. Majority of respondents were be-
longed to the 20-30 years’ duration category.

Customer perceived value described by economical
value, emotional value and social value. These each val-
ue dimension represents different attributes. The mean
values for the attributes of each value dimension repre-
sent by Table 1.

Based on the mean scores of attributes of each value
dimension, it can be concluded that customer’s perceived
economic value was at somewhat lower level (mean
score 0f2.30,SD 0.727). Customers’ perceived emotion-
al value of the mobile phone services was also at a lower
level (mean score of 2.28, SD 0.691) but compared to
the economic value it was slightly lower. Customers’
perceived social value of the mobile phone services was
also at a lower level (mean score of 2.26, SD 0.673) and
when compared to other two it was the lowest value.

Although all 3 dimensions showed slightly equal
values of mean scores, compared to each value they
could be ranked as below (Table 02). Thus, perceived
economic value on the manufacturer was somewhat
higher than perceived emotional value and emotional
value on the manufacturer was somewhat higher than
perceived social values where social value is the least
highlighted dimension.
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Table 1. Mean values of attributes for economic value dimension

Factors Mean Factors Mean Factors Mean
Timeliness of product delivery 2.28 Reliability of the products 2.01 Environment friendliness 2.37
Availability of products 2.11 Less complaints 2.06 Discount facility 3.01
Quality 1.52  High demand 2.31 Incentives 3.18
Consistent quality 1.43  Tour facilities to manufacturing 3.25 Credit basis payments 2.98

companies
Time invested 2.18 Energy invested 2.27 Good sales team 1.85
Invested money is worthy 2.35 Efficacy of the products 1.97 Increased product range 1.98
Consideration of Brand image when 1.84 Considerations on Brand image 1.79 Consideration of Company 2.89
purchasing products from manufacturer when selling products to consumers image when selling products
to consumers

Consideration of Company image when 2.56 Lower prices compared to 3.02 Duration of allocated time to  2.87
purchasing products from manufacturer competitors pay outstanding
Good after purchase service 2.19 Ability to actively involve in prob- ~ 2.17

lem solving

Note: The measurement of Likert scale was 1 Strongly agree and 5 Strongly disagree. Values above 2.5 mean value are disagreeing

and vice versa
Source: own elaboration based on data collected.

Table 2. Mean values of attributes for emotional and social
value dimensions

vfl?ll:tfi;clzzlrs Mean Emotional value factors Mean
Trust 1.93  No losses occurred 2.30
Flexibility 2.82  Higher amount of sales 245
Security 2.04 gf’es‘rﬂzreluaft;;t‘l‘l‘izrt"wards 2.08
Pleasure 2.35 Social value factor Mean

Reputation 2.26

Note: The measurement of Likert scale was 1 Strongly agree and
5 Strongly disagree. Values above 2.5 mean value are disagreeing
and vice versa

Source: own elaboration based on data collected.

The associations between customers’ perceived val-
ues with customer satisfaction and customer loyalty
were examined by using Pearson’s Correlation. It can be
concluded that: regarding customer satisfaction; (i) all
the three values — economic, emotional and social val-
ues — were positively correlated with customers’ satis-
faction (at the significant level of .001); (ii) The moder-
ate correlation has existed between emotional value and
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customers’ satisfaction (0.624); (iii) moderate correla-
tion has existed between economic value with custom-
ers’ satisfaction (0.594); and (iv) the weakest correlation
is between social value and customers’ satisfaction with
correlation coefficient 0.427.

Regarding customer loyalty; (i) all the three values —
economic, emotional and social values — were positively
correlated with customers’ satisfaction (at the signifi-
cant level of 0.001) but weakly correlated; (ii) A weak
correlation existed between social value and customer
loyalty (0.442); (iii) weak correlation has existed be-
tween emotional value with customer loyalty (0.388);
and (vi) the weakest correlation is between economical
value and customer loyalty with correlation coefficient

Table 3. Ranked mean scores of value dimension

Perceived value of
the dealers in Agro-

Standard  Descriptive level

Mean . .
deviation of dealer’s perceived

chemical industry scores (SD) values
Economic value 2.301 0.727 High
Emotional value 2280  0.691 Moderate
Social value 2260 0.673 Low

Source: own elaboration based on data collected.
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0.377 where all three value dimensions are associated
with customer loyalty but with different levels with low
and moderate coefficients.

Many studies had focused on customer perceived
value but fewer studies had addressed the impact of cus-
tomer perceived value on relationship marketing (Rav-
ald and Gronroos, 1996; Dovaliené and Virvilaité, 2008;
Flint et al., 1997; Wang et al., 2004; Yang and Peterson,
2004).

Mediating variables had been used in studies but very
limited in B2B studies where Lam et al. (2004) had used

customer satisfaction as a mediating variable on finding
the relationship between customer value and customer
loyalty in B2B context. They have proved that customer
satisfaction played as a mediating variable which affects
indirectly the relationship between customer value and
customer loyalty. Further, mediating variables had been
used by Tarn (1999) in his study on finding the effect
of service quality on behavioral intentions which was
mediated through customer satisfaction.

The results of linear regression analysis (Table 4) sug-
gested that customer satisfaction and customer loyalty had

Table 4. The results of regression analysis and mediating effect

Dependent variables Independent variable R? Significance ccit:?i‘lilcczliaert(lits Tyze&:itthe

Retention Economical value 0.125 0.282 0.252 Total effect
Emotional value 0.426 0.000%* C
Social value -0.027 0.782

Re-purchase behaviour Economical value 0.075 0.524 0.221 Total effect
Emotional value 0.339 0.003* C
Social value 0.144 0.148

Customer satisfaction ~ Economical value 0.274 0.003* 0.472 Indirect effects
Emotional value 0.399 0.000*
Social value 0.142 0.085%*

Customer loyalty Economical value 0.087 0.452 0.256
Emotional value 0.214 0.051%*
Social value 0.319 0.001%*

Retention Customer satisfaction 0.302 0.001* 0.091
Customer loyalty 0.186 0.052%%* 0.035

Re-purchase behaviour Customer satisfaction 0.281 0.003* 0.079
Customer loyalty 0.184 0.055%* 0.034

Customer loyalty Customer satisfaction 0.469 0.000* 0.22

Retention re-purchase behaviour 0.887 0.000 0.942

Retention Economical value 0.139 0.253 0.254 Direct effect
Emotional value 0.447 0.000% c
Social value -0.017 0.869
Customer satisfaction —0.048 0.691
Customer loyalty -0.01 0.924

Re-purchase behaviour Economical value 0.095 0.441 0.225 Direct effect
Emotional value 0.372 0.003* ¢
Social value 0.166 0.117
Customer satisfaction —-0.059 0.632
Customer loyalty —0.042 0.682

Source: own elaboration based on data collected.
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mediating effectsto the relationship of customer perceived
value with CRM attributes hence with relationship mar-
keting. The results suggested that perceived value had
both direct and indirect effects on CRM attributes.

CONCLUSION

Customer perceived value had long attracted the inter-
ests of many researchers because of its significance in
influencing the relationship marketing but very limited
attraction has given on this concept in B2B markets.
In consistent with prior studies, this study showed that
customer perceived value is a significant determinant
of CRM attributes such as customer retention and cus-
tomer’s re-purchase behavior intentions. Although, cus-
tomer perceived value alone may not be sufficient to
generate repeat purchases and retention, but customer
satisfaction and loyalty towards the manufacturer as
mediators. So, this study revealed that customer per-
ceived value has an impact on CRM attributes such as
customer retention and customers’ re-purchase behavior
with direct and indirect effects due to mediating vari-
ables which are customer satisfaction and customer loy-
alty. The findings provide utilizable model for the agro
chemical manufacturing companies to enhance dealer’s
perceived value that contribute to higher dealer satisfac-
tion, loyalty hence re-purchase behaviour and long term
customer retention.
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