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(Jaworski and Kohli 1993). In large part, this attention is a
result of the explicit assumption that customer-oriented
firms outperform competitors by anticipating the develop-
ing needs of consumers (i.e., by learning) and responding
with goods and services to which superior value and
greater satisfaction are consistently attributed. Thus, it is
implied that a customer orientation is the basis for organi-
zational learning that results in superior value attribution
and greater customer satisfaction (Sinkula, Baker, and
Noordewier 1997; Slater and Narver 1995). That is, be-
ing customer oriented allows firms to acquire and assimi-
late the information necessary to design and execute
marketing strategies that result in more favorable cus-
tomer outcomes.
This study investigates the effect of being customer ori-
ented on service performance perceptions and outcome
behaviors. Specifically, the focus is on identifying the in-
fluence that being perceived as a customer-oriented firm
has on consumer quality perceptions, customer satisfac-
tion, and service value. The impact of being customer ori-
ented on consumers’ outcome behaviors is also inves-
tigated. Responses from 649 consumers indicate that
customer orientation is directly related to customers’ eval-
uations of employee service performance, physical goods,
and servicescapes. Indirect effects on organizational qual-
ity, customer satisfaction, value attributions, and outcome
behaviors are also reported. The implications of the re-
search are discussed, as are the limitations.
It is widely acknowledged that successful organiza-
tions need to have a customer-oriented business culture
(e.g., Athanassopoulos 2000; Deshpandé, Farley, and
Webster 1993; Houston 1986; Parasuraman 1987; Shapiro
1988; F. E. Webster 1988). In fact, during the four decades
since the introduction of the marketing concept, a cus-
tomer orientation1 has been identified as a cornerstone of
the theory and practice of marketing management

However, although theory and some empirical research
(e.g., Jaworski and Kohli 1993; Narver and Slater 1990;
Van Egeren and O’Connor 1998) support the assumed or
implied relationship between a customer orientation and
business performance, the fundamental question as to how
a customer orientation influences perceived performance
from a customer’s perspective has yet to be addressed.
That is, the question as to how a customer-oriented service
firm benefits from its customer focus, either directly or in-
directly (through its impact on mediating variables), re-
mains unknown. This is a critical gap in the literature if
managers and researchers are to understand the benefits
gained from implementing customer-oriented strategies.
This study is intended to establish this link.

The primary objective of the study is therefore to assess
how a firm’s level of customer orientation influences con-
sumers’ evaluations of organizational performance and,
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1. The terms market oriented, market driven, and customer focused
tend to be considered synonymous (e.g., Deshpandé, Farley, and Webster
1993; Deshpandé and Webster 1989; Shapiro 1988; Slater and Narver
1995) and are so used in this article.
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ultimately, their outcome behaviors. In Figure 1, the spe-
cific relationships investigated are identified. The results
of the investigation of these relationships indicate organi-
zations that are perceived to be customer oriented reap
multiple benefits. First, it is shown that customer orienta-
tion perceptions are positively associated with the evalua-
tion of the quality of service. That is, customer orientation
is positively related to the perceived quality of (a) the per-
formance of a firm’s employees, (b) the physical goods
provided to customers, and (c) the firm’s physical environ-
ment (i.e., its servicescape). Moreover, because service
quality perceptions are positively associated with the satis-
faction and value attributed to a service transaction, a
strong customer orientation also improves (albeit, indi-
rectly) the satisfaction and value attributed to an exchange
and, ultimately, behavioral outcomes. Thus, an organiza-
tion benefits both directly and indirectly from having a
customer orientation (i.e., through the impact of being cus-
tomer oriented on quality perceptions, and the resulting
impact of quality perceptions on consumers’ value and sat-
isfaction attribution).

THEORY: A CRITICAL GAP

A Marketing
Strategy Perspective

Since its introduction in the early 1950s, the marketing
concept has represented a fundamental tenet of marketing
thought. As the philosophical foundation of a market ori-
entation (Jaworski and Kohli 1993), the marketing concept
serves as the primary justification for the preeminent role
of customers in the planning and execution of market strat-
egies. To be customer oriented implies that a firm is ac-
tively engaged in the organization-wide generation,
dissemination of, and responsiveness to, market intelli-
gence (Kohli and Jaworski 1990). Usually, this term is de-
scribed as an organizational culture that stresses the
customer as the focal point of strategic planning and exe-
cution (Deshpandé, Farley, and Webster 1993; Jaworski,
Kohli, and Sahay 2000; Steinman, Deshpandé, and Farley
2000). This culture should be pervasive throughout the
company such that employees consistently exhibit cus-
tomer-oriented behaviors, and consumers thereby become
accustomed to this philosophy (Dobni, Ritchie, and Zerbe
2000).

The implementation of the marketing concept, or hav-
ing a customer orientation, has been referred to as an over-
looked fundamental principle of marketing (Deshpandé,
Farley, and Webster 1993). As a result, although there is an
ongoing appreciation for the relevance of organizational
learning (i.e., identifying and adapting to consumers’

needs and wants) as a competitive strategy (e.g., Sinkula,
Baker, and Noordewier 1997), much ambiguity exists rela-
tive to the true impact of “learning” on customer perfor-
mance perceptions and, ultimately, on organizational
strategies. To date, the emphasis has been on the examina-
tion of the role of organizational learning and market ori-
entation as the organizational values or cultures that act as
a precondition for market performance. Specifically, al-
though some research has confirmed the positive relation-
ship between being customer oriented and performance
(e.g., Deshpandé, Farley, and Webster 1993; Jaworski and
Kohli 1993), the critical linkage between customer orien-
tation and customer perceptions has received little empiri-
cal attention (Day and Wensley 1988; Walker and Ruekert
1987). This is particularly true for service industries. This
despite the fact that the most fundamental consequence of
a customer orientation is found in the customers’ percep-
tions of the goods and services offered by a firm.

A Service
Research Perspective

Within the service literature, much effort has been de-
voted to identifying the antecedents of consumers’ in-
tended behavior. However, to date, these efforts have
focused primarily on establishing the links between ser-
vice quality, service value, satisfaction, and purchase in-
tentions. The result is that we now have a better understand-
ing of the conceptual realm of these variables, as well as
how they relate to each other. These relationships are built
into the research model depicted in Figure 1. Specifically,
overall service quality is conceptualized as composed of
three subdimensions: employee service performance,
physical goods quality, and servicescape quality (cf.
McAlexander, Kaldenberg, and Koenig 1994; McDougall
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FIGURE 1
The Research Model
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and Levesque 1994; Rust and Oliver 1994). Customer sat-
isfaction and value are identified as functions of consum-
ers’ service quality perceptions (Athanassopoulos 2000;
Chenet, Tynan, and Money 1999; Fornell et al. 1996;
Hallowell 1996), and all three are posited to directly affect
purchase outcomes (E. W. Anderson and Sullivan 1993;
Cronin et al. 1997; Ennew and Binks 1999; Gotlieb,
Grewal, and Brown 1994; Ostrom and Iacobucci 1995;
Sweeney, Soutar, and Johnson 1999; Taylor 1997).

The missing component in this model, and others like it,
is a consideration of the organizational culture that creates
these positive linkages. Indeed, Parasuraman (1987) re-
ports that in the early stages of service marketing discus-
sions, considerable dialogue was devoted to the
importance of organizations having a customer orienta-
tion. In fact, it was listed as one of three factors critical to
the success of a service organization. Unfortunately, since
then, few studies have considered this variable in service
encounter conceptualizations. One might surmise that the
problem is a lack of a clear understanding of what it means
for a service organization to be customer oriented and how
this fits into established service marketing paradigms.

Hoffman and Ingram (1992) argue that, for a service or-
ganization, being customer oriented is akin to practicing
the “marketing concept” at the customer level. This means
that such firms actively pursue employees who “engage
in behaviors that lead to long-term customer satisfaction”
(p. 69). The managerial goal is therefore to establish an or-
ganizational culture that fosters these employee behaviors.
The intended outcome of course is the development of pos-
itive customer performance perceptions and, ultimately,
favorable behavioral outcomes. Otherwise stated, a cus-
tomer orientation is part of a cultural foundation that re-
sults in positive customer perceptions (Dobni, Ritchie, and
Zerbe 2000). This culture is instilled in employees through
training regimens and through the dissemination of cul-
tural norms. For many service organizations, it is most evi-
dent on the front line where interaction and employee
behaviors are easily assessed (Katzenbach and Santamaria
1999). This view is captured conceptually in Beatty’s
(1988) framework where “people-oriented” organizations
lead to customer-oriented employee behaviors, which, in
turn, create customer perceptions consistent with this ori-
entation (p. 409).

Thus, despite the advancements of both the strategy and
service literatures in understanding the mechanisms that
govern the effects of a customer-oriented culture on firm
performance, several critical questions remain. For in-
stance, once such a culture is established, is there an identi-
fiable direct effect on consumers’ perceptions of an
organization’s market strategies (i.e., are they customer
oriented?) and ultimately (i.e., indirectly through such me-
diating variables as consumers’ satisfaction and value at-

tributions) on their behavioral outcomes? If a firm suc-
cessfully implements a “customer-oriented” culture and is
so perceived in the marketplace, are customers more likely
to respond positively to the organization’s goods and ser-
vices? Are an organization’s transactions with its custom-
ers thereby more likely to result in positive outcomes for
the organization? These are questions that must be ad-
dressed if the contributions of an organization’s cultural
values are to be fairly assessed and the value of being cus-
tomer oriented firmly established in management culture
and practice.

CONCEPTUAL DEVELOPMENT
AND RESEARCH HYPOTHESES

By nature, services are intangible and characterized by
an inability to separate production from consumption. As
a result, in a service setting, a customer-oriented culture is
identified by the behaviors of its employees above all else
(Cran 1994; Mahajan et al. 1994; C. Webster 1990). Good
service is often described as a willingness to go “above and
beyond” or to “go the extra mile.” Service firms with re-
nowned customer orientation reputations have developed
corporate cultures that demand these behaviors of their
personnel. It is in this context that we view the customer
orientation variable. That is, customer orientation defines
employee behaviors that are indicative of a customer-
oriented culture.

The research reported here investigates the effects of
being customer oriented across a set of diverse service pro-
viders to assess the relative importance of this aspect of or-
ganizational service culture. The theory discussed above
reveals that the culture of a customer-oriented organiza-
tion positions the firm to better understand the needs and
wants of its customers (i.e., to exhibit a high level of orga-
nizational learning as a result of its customer orientation).
This alone is envisioned to lead to more favorable cus-
tomer-organization outcomes simply because the organi-
zation is better able to create and maintain superior
customer value strategies. Marketers have long recog-
nized that all product evaluations involve physical good
and service dimensions (Rathmell 1966). As a result, a
thorough investigation of the effect of a customer orienta-
tion on a service firm’s execution of its marketing strate-
gies must also recognize that such effects are also
composed of multiple dimensions (i.e., physical good, ser-
vice, and environmental strategies). Specifically, an in-
crease in the customer orientation of a business is
theorized to result in the identification of strategies that
lead to customers having higher perceptions of the quality
of an organization’s physical goods, environment, and ser-
vices. This leads to the first research hypothesis.
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Hypothesis 1: Customer orientation is directly related to
customer perceptions of service employee perfor-
mance, the service environment, and any physical
goods included in the service encounter.

The service literature is replete with references to the
importance of developing a customer orientation. In some
instances, this is referred to as a “service orientation”
(Cran 1994), whereas in others, it is included as a compo-
nent of a market orientation for service firms (Van Egeren
and O’Connor 1998). The overriding emphasis, however,
is that this distinction emanates from employee behaviors
and drives perceived performance and outcome measures
(Hoffman and Ingram 1992). However, thus far, this rela-
tionship has only been supported theoretically. For in-
stance, Slater and Narver (1995) argue that fostering a
customer-oriented culture leads to the creation and main-
tenance of customer value. They go on to argue that this
also leads to a firm that is well positioned to anticipate the
needs of its customers and to offer goods and services that
satisfy these needs. Kelley (1992) adopts a similar position
concerning the outcome of a customer orientation in argu-
ing that service firms with this type of culture generate em-
ployees who “engage in behaviors that increase the
satisfaction of their customers” and lead “to the develop-
ment of long-term relationships” (p. 27). As a result, a
strong customer orientation is pervasive in the develop-
ment of consumer performance perceptions in that it has
been tied conceptually to improved service quality percep-
tions (Cran 1994; Hoffman and Ingram 1992), superior
value (Gale 1994; Slater and Narver 1995), enhanced sat-
isfaction (Kelley 1992), and more favorable behavioral
outcomes (Hoffman and Ingram 1992; Kelley 1992). This
leads to the second research hypothesis.

Hypothesis 2: Customer orientation is indirectly related
to customer perceptions of overall service quality,
value, satisfaction, and behavioral outcomes.

METHODOLOGY

The Sample

It is established that the evaluation of how customer ori-
ented an organization is should be based on responses
from a firm’s customers (Deshpandé, Farley, and Webster
1993). Therefore, the hypotheses were tested using a sam-
ple of 649 consumers recruited by trained student assis-
tants. Specific directions pertaining to the recruitment and
observation of respondents were given to both better repre-
sent the population and to ensure the authenticity of the
data. Supervisors (faculty members and Ph.D. candidates)

were available to answer questions and to manage the data
collection. Responses were collected in multiple locations
in a medium-sized metropolitan area.

The study focused on three specific service industries
that were identified to represent a wide array of service ex-
periences and because each allows the respondents (albeit
disproportionally) to assess the quality of the performance
of employees, the physical environment, as well as the
physical attributes that accompany the service. Two ser-
vice providers per industry were assessed that were chosen
on the basis of their visibility in the area. They included
two regional express auto lubrication centers (i.e., service
on a good), two nationally known amusement parks (i.e., a
service consumed on site), and both a national and regional
video rental store (i.e., a service with an accompanying
physical good). To further improve the representativeness
and comprehensiveness of the data, in each industry,
roughly half of the surveys were collected at a transaction-
specific level (i.e., “assess your last visit”), whereas the
other half were cumulative responses (i.e., “assess a typi-
cal visit”). To be included in the sample, at least one expe-
rience with the service provider in the previous 6 months
was required. The sample demographics for the overall
and individual samples are presented in Table 1. The sam-
ple profile matches the regional population well with the
exception that there were fewer “older” (i.e., age 56 and
older) and African American respondents in the sample,
and the respondents were generally better educated and
contained more Hispanics than the population as a whole.
However, this is not an uncommon distribution because
many of the responses came from a metropolitan area that
is dominated by two universities and a community college.
This often leads to samples that appear more educated and
younger than the population as a whole due to the fact that
a large number of the college students are part-time resi-
dents of the area and are not included in the area’s census
count. The data were gathered at a time when classes were
in session.

The Measures

Established scales were used, or adapted for use, where
possible to measure each of the investigated constructs.
However, two of the measures (value and physical goods
quality) were developed for this study. In both cases, the
measures were developed via successive stages of scale
development (cf. Churchill 1979). All of the items were
measured on 9-point Likert-type and semantic differential
scales. Where necessary, the survey questions were
slightly adapted to reflect the industries and the specific
service providers investigated.

Customer Orientation (CO) was measured by using the
12 positively worded items from the Sales Orientation/
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Customer Orientation (SOCO) scale (Saxe and Weitz
1982). This scale was originally designed to measure the
customer orientation of sales personnel so its wording was
modified to reflect the consumers’ point of view and also
the characteristics of the three services investigated. The
items cover a broad range of issues that are indicative of
customer-oriented employee behaviors, such as whether
the employees had the customer’s best interest in mind, an-
swered the customer’s questions, helped solve any prob-
lems that arose, and whether they provided an accurate
expectation of service product performance. For a more
complete list of these items, and a discussion of their ori-
gin, refer to Saxe and Weitz (1982). The coefficient alpha
estimate for this scale was .93, and the parameter estimates
ranged from .50 to .81.

A three-item bipolar adjective scale was developed to
assess Physical Goods Quality (PGQ). The measure asked
respondents to assess the quality of any accompanying
physical goods that were part of the service as delivered.
The items were similar to the service quality scale devel-

oped by Oliver (1997), with the exception that the respon-
dents were specifically directed to assess the quality of the
“physical products” received during the transaction. The
adjectives employed ranged from poor to excellent, low
quality to high quality, and one of the worst to one of the
best. The coefficient alpha estimate for the scale was .94,
whereas the parameter estimates ranged from .90 to .95.

A 26-item Servicescape Quality (SSQ) scale modi-
fied from previously reported studies (e.g., Bitner
1992; J. Baker, Levy, and Grewal 1992) was used to assess
perceptions of the physical environment. The scale re-
quired the respondent to rate 26 aspects of the physical
environment in accordance with the servicescape
dimensions suggested by Bitner (1992) (e.g., the design,
ambiance, and any accompanying signs, symbols, and ar-
tifacts). The scale evaluates the quality of such environ-
mental aspects as the “lighting,” “parking,” “attractive-
ness,” and “accessibility.”

A five-item performance-based Service Quality (PSQ)
scale similar to ones used elsewhere in the literature (e.g.,
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TABLE 1
Demographics of Industry Samples

Industry

Overall Auto Lube Amusement Video Rental
Demographics (N = 649) (n = 196) (n = 222) (n = 231) Regional Population

Age
Under 25 43.1 46.9 44.2 39.1 31.5
26 to 35 22.2 20.4 22.6 23.4 16.4
36 to 55 23.9 21.9 24.4 25.1 24.0
56 and older 8.0 8.7 6.9 8.5 28.1
Missing 0.3 0.1 0.0 0.5

Gender
Male 51.5 57.4 45.8 42.8 48.4
Female 48.5 42.6 54.2 57.2 51.6

Ethnic status
Caucasian 85.1 84.2 84.8 86.0 83.1
African American 5.7 5.6 6.0 5.9 13.6
Hispanic 6.8 7.7 6.0 6.8 2.0
Asian 1.2 1.0 2.3 0.4 1.2
Other 1.2 1.5 1.0 0.9 2.0

Education
Less than high school 1.5 0.5 0.4 2.9 6.5
High school graduate 7.6 5.6 8.8 8.1 20.7
Some college 48.4 46.4 45.2 53.2 13.3
College graduate 25.7 28.1 26.7 23.0 12.8
Some postgraduate work 7.6 7.7 10.6 4.7
Graduate degree 9.2 11.7 8.3 8.1 4.3

Income/year
Less than $20,000 26.5 28.0 23.0 28.4 35.2
$20,000 to $39,999 23.8 20.6 27.0 23.7 33.6
$40,000 to $59,999 17.1 18.5 15.2 17.5 17.3
$60,000 to $75,000 13.4 9.0 16.2 14.7 2.3
More than $75,000 18.0 22.8 17.6 14.2 7.9
Missing 1.2 1.0 1.0 1.4 3.7
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Gotlieb, Grewal, and Brown 1994; Hartline and Ferrell
1996) was used to measure the quality of the organiza-
tions’ (employee) service performance. The measure in-
corporated the dimensions identified by Parasuraman,
Zeithaml, and Berry (1988) and was developed as part of
another study. Specifically, the five items assessed the de-
gree to which the service received was “reliable,” “trust-
worthy,” and “delivered in a timely manner,” as well as
whether the employees were dressed neatly and whether
they made an effort to understand the customer’s needs.
The coefficient alpha estimate for the PSQ scale was .90,
whereas the parameters ranged from .65 to .88.

A three-item Overall Service Quality (OSQ) scale was
used to measure consumers’ perceptions of overall quality
of their service transaction. The items were based on the
overall service quality measure reported by Teas (1993).
Adjectives were used to describe the quality of service and
ranged from inferior to superior, low quality to high qual-
ity, and whether the service provider adhered to low stan-
dards or high standards. The coefficient alpha estimate for
the scale was .95. The parameter estimates ranged from
.91 to .94.

Customer Satisfaction (SAT) was measured using a
three-item unipolar adjective scale adapted from West-
brook and Oliver (1991). Due to the evidence that satisfac-
tion is primarily an affectively oriented construct (cf.
Oliver 1997), the adjectives used were emotive in nature.
Respondents were asked to report the degree to which they
were happy, pleased, and delighted. The coefficient alpha
estimate for the scale was .92, and the parameter estimates
ranged from .85 to .92.

A three-item Value (VAL) scale was also constructed
for the study. The items were developed to reflect the con-
ceptualization of value as composed of relative “gets” ver-
sus “gives” (Zeithaml 1988) and were scaled from very
low to very high. The items assessed the “value of the ser-
vice product received,” the value of “what was received
relative to what was paid,” and whether the overall service
experience delivered “good value.” The coefficient alpha
estimate for the value scale was .76, whereas the parameter
estimates ranged from .60 to .81.

A four-item Behavioral Outcomes (BO) scale was
adapted from Zeithaml, Berry, and Parasuraman (1996).
The items reflect the multiple dimensions of behavioral
outcomes identified in that study, including repurchase in-
tentions, customer loyalty, and word-of-mouth intentions.
Respondents were asked to assess “the probability that
they would use the service again,” whether they would
“recommend the service to a friend,” “the likelihood that
they would say good things to others,” and their “loyalty”
to the service firm. The coefficient alpha estimate for the
behavioral outcomes scale was .91. The parameter esti-
mates ranged from .79 to .92.

ANALYSIS AND RESULTS

The research model was tested using the two-step ap-
proach recommended by J. Anderson and Gerbing (1988).
First, the items were tested in a comprehensive confirma-
tory factor analysis. The items were constrained to load on
their respective factors and were not allowed to cross-load
on other factors. All of the items were included in the anal-
ysis, with the exception of the servicescape scale, which is
formative. Various descriptive statistics (correlations,
shared variances, and average variances extracted) are re-
ported in Table 2, as are the results of the measurement
model testing. Reliability was assessed via the coefficient
alpha estimates that are also reported in Table 2.

The analysis of the measurement model revealed a
good fit to the data. Although the chi-square estimate was
significant, this statistic is known to be sensitive to sample
size (Gerbing and Anderson 1993). As a result, emphasis
is placed on the Comparative Fit Index (CFI),
Tucker-Lewis Index (TLI), and the root mean square error
of approximation (RMSEA) due to their relative stability,
insensitivity to sample size (J. Anderson and Gerbing
1984; Gerbing and Anderson 1993), and the recent ad-
vances reported in identifying acceptable cutoff values
(Hu and Bentler 1999). For the measurement model, the
TLI and CFI estimates were above the recommended
threshold (.95), and the RMSEA was slightly above its cut-
off criterion at .07 (see Table 2).

The validity of the scales was tested using the proce-
dure recommended by Fornell and Larcker (1981). Con-
vergent validity was assessed by verifying the significance
of the t values associated with the parameter estimates. All
t values were positive and significant (p ≤ .001).
Discriminant validity was tested by comparing the average
variance extracted by each construct to the shared variance
between the construct and all other variables. For each
comparison, the explained variance exceeded all combina-
tions of shared variances (see Table 2).

Testing of the hypothesized model (see Figure 1) was
accomplished through structural equation modeling via
the use of Amos 4.0. Table 3 presents the detailed results of
the comprehensive model testing. Similar to the measure-
ment model, the structural model also fit the data well with
the CFI, TLI, and RMSEA estimates either well above or
approaching the recommended cutoff values (CFI, TLI =
.97, RMSEA = .08). The relative ability of the hypothe-
sized model to explain variation in the seven endogenous
variables, as measured by the R2 value for the respective
equations (see Table 3), ranged from .23 (servicescape
quality) to .75 (overall service quality). The R2 value for
behavioral outcomes was .67. As expected, the hypothe-
sized paths between overall service quality, satisfaction,
value, and behavioral outcomes were all positive and sig-
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nificant (see Table 3), thus supporting the relationships
specified in the service literature (e.g., Cronin, Brady, and
Hult 2000; Fornell et al. 1996; Gotlieb, Grewal, and Brown
1994). The results of the analyses specific to the individual
hypotheses are presented next.

Based on the conceptual support in the literature that
customer orientation is associated with customer perfor-
mance perceptions (e.g., Hoffman and Ingram 1992), the
first research hypothesis defines direct links between cus-
tomer orientation and the three components of service
quality (i.e., PGQ, SSQ, and PSQ). These paths were posi-
tive and significant (p ≤ .001), thereby supporting Hypoth-
esis 1. The second hypothesis tests the indirect links
between customer orientation and overall service quality,
satisfaction, value, and behavioral outcomes. As hypothe-
sized, each of these paths was also significant and positive.

To improve the generalizability of the results, the re-
search model was also tested in the three industries indi-
vidually. The fit of the models was similar to that reported
in the aggregated sample, with the CFI and TLI estimates
ranging from .96 to .98 and RMSEA ranging from .08 to
.09. The specified paths were also similar, with three ex-
ceptions. The servicescape → overall service quality paths
were not significant in either the auto lube or video rental
samples, and the satisfaction → behavioral outcomes path
was not significant in the video rental sample. For the lat-
ter, stronger associations were noted between service qual-
ity, value, and outcome behavior. As to the servicescape
links, this could be expected given the nature of the ser-
vices, as they are both dominated by physical goods com-
ponents and less so by the aesthetics of the physical
environment. This is especially true when compared to the
importance of the servicescape to customer perceptions of
amusement parks.

In addition, we also empirically tested the causal order
specified in the model. The objective was simply to pro-

vide tangible support for the research model as specified.
Three competing model tests were performed where the
research model was compared to three alternative con-
ceptualizations that sequentially reversed the causal or-
der between customer orientation and service quality,
satisfaction and value. That is, each model differed only in
the positioning of the customer orientation construct. In
each case, repositioning customer orientation as an endog-
enous construct significantly decreased the model fit (p ≤
.01), thereby supporting the research model.
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TABLE 2
Scale Analysis Results

Variable Coefficient Alpha AVE CO PSQ PGQ SSQ OSQ SAT VAL BO

Customer Orientation (CO) .93 .55 1.00 .36a .21 .14 .30 .27 .19 .17
Performance Service Quality (PSQ) .90 .64 .60 1.00 .48 .34 .61 .55 .36 .41
Physical Goods Quality (PGQ) .94 .84 .46 .69 1.00 .25 .56 .40 .35 .35
Servicescape Quality (SSQ) — — .38 .58 .50 1.00 .30 .37 .32 .30
Overall Service Quality (OSQ) .95 .86 .55 .78 .75 .55 1.00 .53 .32 .44
Satisfaction (SAT) .92 .80 .52 .74 .63 .61 .73 1.00 .32 .46
Value (VAL) .76 .47 .44 .60 .59 .57 .57 .57 1.00 .36
Behavioral Outcomes (BO) .91 .73 .42 .64 .59 .55 .66 .68 .60 1.00

NOTE: Confirmatory factor analysis results: N = 649, χ2 = 2101.6 / 474 degrees of freedom, Comparative Fit Index = .98, Tucker-Lewis Index = .98, root mean
square error of approximation = .07, AVE = average variance extracted.
a. Shared variances are reported in the upper half of the matrix.

TABLE 3
Results of Comprehensive Model Testing

Path Coefficient
Path (p value) R2 Fit Indices

Direct paths
(CO → PSQ) .52 (≤ .001)
(CO → PGQ) .52 (≤ .001) .48 (PSQ) χ2 = 2,898.85,

df = 515
(CO → SSQ) .36 (≤ .001) .27 (PGQ) CFI = .97
(PSQ → OSQ) .68 (≤ .001) .23 (SSQ) TLI = .97
(PGQ → OSQ) .43 (≤ .001) .75 (OSQ) RMSEA = .08
(SSQ → OSQ) .27 (≤ .01) .66 (SAT)
(OSQ → SAT) .58 (≤ .001) .53 (VAL)
(OSQ → VALUE) .69 (≤ .001) .67 (BO)
(OSQ → BO) .15 (≤ .05)
(SAT → BO) .26 (≤ .001)
(VALUE → BO) .65 (≤ .001)

Indirect paths
(CO → OSQ) .67 (≤ .001)
(CO → SAT) .52 (≤ .001)
(CO → VAL) .49 (≤ .001)
(CO → BO) .46 (≤ .001)

NOTE: CO = Customer Orientation; PSQ = Performance Service Qual-
ity; SSQ = Servicescape Quality; OSQ = Overall Service Quality; PGQ =
Physical Goods Quality; SAT = Satisfaction; BO = Behavioral Outcomes;
VAL = Value; CFI = Comparative Fit Index; TLI = Tucker-Lewis Index;
RMSEA = root mean square error of approximation.
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DISCUSSION

“Conventional marketing wisdom holds that a cus-
tomer orientation provides a firm with a better understand-
ing of its customers, which subsequently leads to
enhanced customer satisfaction and firm performance”
(Voss and Voss 2000, p. 67).

The purpose of this research was to assess the influence
of a customer orientation on consumer perceptions of a
service firm. As is evident from the above quote, customer
orientation has been linked to firm performance. However,
neither the strategy nor the service literatures have consid-
ered the implications of being customer oriented from a
customer’s perspective. This is particularly intriguing
given that customer orientation was identified as a key
managerial objective at the inception of service marketing
theory. The results presented here support that theory in in-
dicating that customer-oriented firms benefit at multiple
levels. Significant relationships were reported that iden-
tify customer orientation as both directly and indirectly re-
lated to customer service perceptions (i.e., OSQ, SAT, and
VAL) and outcome behaviors. The results thus offer sup-
port for the prevailing notion that having a customer orien-
tation has a positive influence on customer perceptions
and, ultimately, the performance of firms.

Perhaps the most important theoretical and empirical
evidence presented was in relation to the direct effects of
being customer oriented. Customer-oriented firms were
consistently perceived as having better quality physical
goods and employee performance. Moreover, this effect
was also evident for perceptions of the servicescape, but
only in industries where the physical environment is a fo-
cal point in the experience. Collectively, this indicates that
customer-oriented firms are viewed as having more suc-
cess in the execution of their market strategies. These find-
ings emphasize the importance of having an organiza-
tional capacity to learn; that is, to identify and adapt to the
needs and wants of consumers. For service providers to re-
main customer oriented, organizations must strive to gen-
erate, disseminate, and be responsive to customer infor-
mation (Narver and Slater 1990). The initial reward for be-
ing customer oriented is favorable customer evaluations of
employee performance (PSQ), physical goods (PGQ), and
the servicescape (SSQ).

However, the benefits of being customer oriented do
not end with customers’ evaluations of the individual com-
ponents of an organization’s execution of its market strate-
gies. The findings also indicate that overall perceptions of
the quality of an organization’s service transactions (OSQ)
have both a direct and indirect impact on behavioral out-
comes (BO). Specifically, from the perspective of custom-
ers, being customer oriented enhances the perceptions of
the quality of an organization’s overall market strategies,

which, in turn, increases customer loyalty, repurchase, and
the willingness to offer positive word-of-mouth recom-
mendations.

These findings are particularly relevant for service
managers who must satisfy ever-increasing customer ser-
vice expectations. The results also justify practitioner in-
terest in establishing a customer-oriented service culture
(Katzenbach and Santamaria 1999; C. Webster 1990). In-
deed, service firms that adopt customer-oriented strategies
should gain a competitive advantage from these efforts.
For instance, bank branch managers who make an effort to
aggressively solicit customer comments should realize an
improvement in customer satisfaction over the competi-
tion (Parasuraman 1987). So, the firm that hopes to excel
in the 21st century must become a learning organization;
meaning a firm that benefits from its efforts to develop a
superior customer orientation. This is a position gained
from efforts to create, to acquire, and to transfer knowl-
edge so as to modify its employees’ behavior in ways de-
signed to enhance the performance perceptions and
satisfaction of its customers. This is particularly important
for service organizations, for which customer retention is
often more desired than competitive differentiation due
to the greater profitability associated with repeat custom-
ers and the reliance of service firms on positive customer
word-of-mouth communications in their promotional
efforts.

A fundamental assumption of organizational learning
theory is that establishing a customer-oriented culture is a
necessary precondition for the creation of a “learning or-
ganization” (W. E. Baker and Sinkula 1999; Sinkula,
Baker, and Noordewier 1997; Slater and Narver 1995). In-
deed, the need to learn from customers is certainly not a
revelation in management theory or practice. However,
even those managers who are the most ardent believers in
the need for market-driven strategies have traditionally
had only limited contact with customers. Moreover, as or-
ganizations and markets become more globally diverse,
customer needs and wants tend to be defined by second-
hand information gathered from managers who have lim-
ited access to, and knowledge of, a firm’s customers. Such
restrictions on an organization’s customer orientation re-
sult in poor decisions relative to service quality and physi-
cal good strategies (Gouillart and Sturdivant 1994). The
results presented here indicate that the effects may be more
far-reaching.

Specifically, these results suggest that marketing man-
agers should endeavor to collect, to analyze, to dissemi-
nate, and to act on information about the needs and wants
of consumers. This underscores the need for service orga-
nizations to have an effective and efficient market infor-
mation system. Customer satisfaction and service quality
assessments are mandated by our findings, as are systems
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to collect customer complaints and to enact service recov-
ery efforts. Information about the brand-switching pat-
terns of consumers can also aid marketing managers in
their efforts to develop effective brand equity strategies for
service organizations. The astute marketing manager will
also remember the importance of frontline service em-
ployees. Their interactions with customers largely deter-
mine consumers’ perceptions of their service experience.
Internal service quality and employee satisfaction assess-
ment therefore are also an integral part of a service organi-
zation’s efforts to be customer oriented.

These results may also identify a threat faced by some
service managers as they attempt to compete in a strong
economy. Low unemployment rates can have an adverse
affect on service levels as managers struggle to find and
maintain strong service staffs (Rodriguez 2000). This is
particularly true for entry-level positions and conve-
nience-oriented industries. In such times, the reality is that
service managers can ill-afford to lose even poor workers
and that customer service ultimately suffers as a result.
This threat is especially alarming given the extensive im-
plications of such a decline on customer service percep-
tions and behavioral outcomes.

LIMITATIONS AND
RESEARCH IMPLICATIONS

The research was based on the perceptions of three or-
ganizational types. Other types of service organizations
might have produced similar or different findings. The
study is also based on data gathered at a single point in
time. Longitudinal data would enable changes in consum-
ers’ perceptions of the customer orientation of a specific
organization to be assessed, and determinants of changes
in perceptions could be identified. Although the cross-sec-
tional approach enhances the generalizability of the find-
ings, it limits the ability to make causal inferences from the
data. The sample is somewhat skewed in favor of younger,
more well-educated consumers and includes fewer Afri-
can Americans and more Hispanics than the population
from which the data are drawn. Application of the results
beyond these parameters should be approached with
caution.

The results of this study suggest that additional efforts
appear well justified. Much is still to be discovered relative
to the process of forming perceptions of customer orienta-
tion. Investigating the role of competitor actions in this
process also appears justified. Is the level of customer ori-
entation attributed to competitors a factor in determining
the contributions of a customer orientation to organiza-
tional performance? Individual differences also appear to

be a worthy area for further study. Does age, gender,
income, ethnic status, or education affect customer orien-
tation perceptions? Are customers’ level of related exper-
tise, their experience with the product category, or their
confidence in their own ability to judge goods and services
factors that might also influence perceptions of a firm’s
customer orientation? The influence of brand equity on
customer service perceptions is also clearly deserving of
attention. Product class involvement, the risk associated
with a purchase, and the importance of the purchase might
be other factors worthy of investigation. To ignore such is-
sues would be to fail to be customer oriented!
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