EAXREERE 2016/9
%26 & % 33#9 93-118
DOI: 10.6226/NTUMR.2016.JUL.R.10029

SR A s PR 2 DOE N 3 = S5

A Case Study of Customer Profitability Determinants of a
Pharmaceutical Company

BREEL / B 2 F OE K 52 a3t L SRR OF 8 AT 3R
Chin-Shyh Ou, Professor, Department of Accounting and Information Technology, National Chung Cheng
University

FRE /H L FIERF AR A SAA RO RATAE L
Tsui-Chin Lee, Master, Department of Accounting and Information Technology, National Chung Cheng
University

SSEEE / B s P OB K@ T L SR O 2 AT B 2T B
Chia-Ching Cho, Assistant Professor, Department of Accounting and Information Technology, National
Chung Cheng University

MEBZE /£ F RE 15 A RIEp AR
Huey-Meei Lin, Adjunct Assistant Professor, Department of Accounting, Feng Chia University

Received 2010/6, Final revision received 2014/7

mE

AXWHEZEWARABENEATRZEEEE - WEBXRBRENT HH L - £1T
BRI - AAEREH > BEPHTERL  BEEFHRERE RFERBHEE  H
BENHARAEZLOVE BEARRARBEENHARTEZE AMBE - AW
B L RRR o e ST B Bl A 5RO SR B BORR k€ E R A B SORR T B Bl B 4t
HEENHARRZAEE R AEBERRETERYE RABEFRETAE A HHE

([REsE=Z ] WENT - EEANEHER  BEERGEHE
Abstract

The goal of this study is to examine the determinants of customer profit contribution of a
pharmaceutical company using a large Taiwanese pharmaceutical firm as an example. The
empirical results show that average customer order size, total annual order amount, and new
product purchase ratio are all positively and significantly associated with customer profit
contribution, while customer maintenance cost is negatively and significantly associated with
customer profit contribution. From an academic perspective, this study contributes to the
related literature on the analysis of customer profit contribution. From a practical
perspective, the result of this study suggests that a firm may adjust its customer relationship
management strategy according to the determinants of customer profit contribution to
improve its operating performance and firm value.

[ Keywords ] pharmaceutical company, customer profitability, customer relationship
management
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TEE BRI ZRES - SRR SE AR E R E R - DS R IFREE R R
BE S SRR ZEEE - BE S RSN B R .~ — ° Wayland and Cole (1994) °
Sharma (2008) 52 Qi, Wang, Wang, and Zhang (2008) f&H {2 i S iR EE & B (R E B » 1
B HERYE R — e o M E S < FIEE R - B X S B CRAE E R - $2TT
A A E B E AR © Koch (2005) 7EHZE AR 80/20 LRI HFFEHT » #@ AL ERE
BRI Bk Ak A B BEE © Ngai, Xiu, and Chau (2009) %% 37 g8 % #£ 5 (Customer
Retention) /ERAZ B (R EH P RE EAFEZ — - RRBE RSB T S EFEAE Rk
FIRTEAE R - RER DI R (B A S B i E B — (E R ST R 3 - I i
2 LR R B A S SR B MR BT 52 AT DATS A - B s Y 0 W B 2 ) SR R DA R
FREE - BRI AEEF] (Anderson and Mittal, 2000) ©

HZ » I —(EEFEES A FRABFEMPE G - KAELEEEE S
=ik - A FIER AETRBOEE (L EERR A H S L2k B GR + MA LR (E B AR
HEERER ZREarFEER - AR NMENER NSRS FEE - WEFHL S
AR R B A F] o R - B A EE R 8 R H R E AR A - FEhA
FllE = A E R B R e S E RS (LU R EAEE RS ) - #E
IEMERYRA S HERF ORI - SRS ERAEEE © [LAh - SHEPBEE RIBESE - A FIINA
TR ENEERERERFR - A RER A IREREOEAE SRS 2% -

H PSR R AR Z FE(E R BLFF S » T RN AAEEN A BT - BIATE5E
BN RIRVERERANNET - GERYPESEREE N R DA TS BT - AREEES TS
HIFT-TRBEENTE] - (& —FARBIBREE N T A - v] R3] N 5L Rl A & IR
i R o PN BB N BEZE N RIEE 7 P B R 2 B ORI YRS B - B =
B o BRI ABIEN S - Z8MEEREEN SRS IE DA IR - RIS
BOES BEERAEHE DR SEENEER - R REREE R — -

R AN B P2 S TR B (R B AU BB A2 - B AR A R LA
1 51 2 < M AR L P Vi e B R AR A SRR Ry 7 A R - AR9E 80/20 1%
A - 12282 20% BAE ERL 80% FITE » 13 EAFH AR 20% RYBAZS - RIZH DU )
HEB AT R B - A RE T AR A EERAIAESR - T T AREE A E R
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McDougall (2001) F5H - FHERBEZEFTRAZ - B (R AR 7l G S (KR B %
EHEA - AR Z A FE SRR MR R DINGE S R A - McDougall
(2001) BZHESTRREE IR - BEEHERFRIET 5% @ AJIE A R 25%-85% » i A~ Al 13
FFMEIM 7 (Reichheld and Sasser, 1990; Reichheld, 1996; Heskett, Sasser, and Schlesinger,
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1997) - (EEIERE S EERBES e - SHEHNERR Sl SBEERRE
HISRM 55— 5 - FESHEHMEAE R RS - R TS E R RS TT S - 20
b R 7 U B R B S BRI A RCR, - BRI 36 A& 1 24 {E{H (Chappelear,
1997; Giltner and Thompson, 1999; Woodruff, 1997; McDougall, 2001; Sharma, 2008; Qi et
al., 2008) ° [Altt » 20T AR TSR 3¢ HAR B S5 R =X - AR B BR RV E B ORI - 1B A
R HHBEFE AR E R R - IEMENEIEBRE - HerE R FEEMABEE ST
FIFVITEH SRS - BRI EHERNEEREZ — -

FaT s BBE A BRI ER R - A RAENSE S A FE - kA
FIEERMSHEFERENIEN - SR — R A M B EREE R R - 122
e THIHRENTEE (FI40 : Banker, Potter, and Srinivasan, 2000; Gustafsson and
Johnson, 2002; Gosman and Kohlbeck, 2009 ) + DA{5 A R BIZE /N Ry (E 2 Te 52
G (E Z RN R it 2 ERETTE AT -

BIGREREERAAANT © SBEEABGI A ST BN B H Y 5 SR ECET R SURRPE R B
FelRER B2 AN RS E B R N 2 &= RERETERB A sE 2 BRI » 8
Bt B AR 5% - SBLETREFE IR » R —EIRIZE R R IR s

&~ MRERETEAH T RER

R BAGRE B R ] 3 BV RS T 530 R BRSPS T (Customer Identification)
BRI 5 [f5 1 (Customer Attraction)  BEZAEFFSHEI (Customer Retention) g 5% 1
[H (Customer Development) ° BEZEHRORSEINE H EHELEIE HEER o7 « BEEFIEE
BRA AT~ AR BT LR  BRE S (RS EpYE I E R R BT B AR R B A,
EEELHEGE  BRREEGE  KEFHESEH  BHEREEmAEELZYAT
PHE B VEE BB 1T - AW ZERY E R SRR YRR I < B A E R 37 &
B FEE RO E AR ZERET -

TEE TG - BRI CRE B AT 43 Fy — KJE - {F SE MR RA S B AR B S A 1
BEE BIRETE (Berson, Smith, and Thearling, 1999; He, Xu, Huang, and Deng, 2004; Teo,
Devadoss, and Pan, 2006; Ngai et al., 2009) - {E3£ 1 EE A (A8 2B IEREE BIRE
HEZZ HEML 5 AT ERRE B T R e B R R Bk o e i B R 1 S AT
T+ MARIE ST A S L B AR EE /N B AR B (RS B SR < RILL - AT B IR B AR
BHAEER - RE BN RREBEARISE - /FEmBEERRE N EZRE
VEZERCAR RIS B[R 5 SRS HBRE BRE I Z0A - Rl A R sE A 2 &kE
MR B EENEE - RERREIBEE RN BEENBEE - FRFL A RERA
By B EENBEEE ARG JTHIEIZE (Peppers and Rogers, 2002; Teo et al.,
2006) °
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ZRE T EREE A E R - RS AR E K32 73 e VUSE « B ~ AESLE > A&
FRA - AR AN E T - BE A EEZFENEE - BARA - BEE
& R RIIE - EETE - MEFmEEFERREZFZE - Sharma (2008)
EBE N EER T L - B MHRARAE T &SRB A ~ BEIREGRE - B
BB A ~ R B i AT -

Niraj, Gupta, and Narasimhan (2001) £E5TRAE < BEE R A2 RS F I ER -
TR B E R I R VUSE « 58— JERF R R o IR SRR AT (Activity-
based Costing) j&f A BRI 73 5 A il s AN A ( BAHY 53 4 BE & & [l S i
n e Ban - (&R E BRI )~ RS ERERAEN A (ERASHY SR AR R FE & A 5 K
sEINMEEAN - B0 - EESAGTIEE A ERT BERE A )~ REE A B A

(AR 28 AE 2 R S SR I N g 0 - Ban - B (5 A B R s ) - AEHEAD
PRSI T - AR EA ~ 22 SRl ~ eleAE R sl A s - AlREE A
HEAE » 58 R MR EREER] - S pEH RS RN ZER o IRETE
BEE I E B E A FRF - A5 T A ELZEEIT > SN R RER BRI IR L BEE TS
B - — RIS - ESEEN AR E N EERE LR 80CR - 58 =285 R &R
FFEIE Bl 2 HMEE I E R - FSUER  EXME S EE - EENEE
W SE T e A I ST T R - SRV MR RCR - R4S A {5 e B PR e T
RS TR - B0 Lyt rErg Bl i PR i R YOE (R IE G RO B g - m] DL
RHEEEY T RS - BEAEERGE R & & eR 2 ez BTt -

AR EE H RS RSB E AR R E AFR - AR LB K H
HRAREHEFIAEBINFZE - Reinartz, Thomas, and Kumar (2005) #£57— (@A 5TREZ ~ ¥4
EIA R B LR o P iEAL - SRS E A IRTEE TS E P EEEEE L
AT AR R EELEST - EAMMIRYE AL > IR B A B SREN AR (a0 -
PP — AT WY RA SR — (LB F PR - R DR U A R A
F) o EEEE R R B SRR BRI SO T R R R R T SR A E R AR
FERAZ W EE - Gustafsson and Johnson (2002) A1 Gémez, McLaughlin, and Wittink (2004)
PR TR R - SERERtES o AHERY - BEE AR (ARG ~ T
A~ BMERESE) KF - M pEE RSN R - (B —EEREE -

AR EL YRR AV Bl G - AR S T AR R BOR - BRER (R B A - S Al
i A1 - Kaplan and Anderson (2004) f5H - FHE 5 BAESE MR AH IR Fe Bd B 05
EER A - IR EHERAIEITFRA - N BE— &2 EERIEE -
K Z BN FEA HE LB RASE [ E A » HH R ] T8 B AN E 2 A BE i o
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- SERER () WETE - B—Iti AREMERAHERE (&) - F—mlAZ
MEER RS (K - Kt - BEEFEERMEEETHERREGR - EBEEAIRT R
R (FEFTEREESEERS) I HAEER O - SEEE ] BRSNS
SERAE R T B - MHEI PRI SRR (LR - 3T BB - FOPERT B MR ROK -
Niraj et al. (2001) #HEF FF]EXM S B S BEENHERIEERFRZ — B
RIS - HERIGTEEE Rt 2% - 3] BRI MRS - BE I EEREA
AR - SUIFSEEER AR S - BAE A = IS R B B RAY A (AR
FAE R BB A - JEIIRF B E AT ) - HIEEEOEE A - B REEE
PR T AR AR - MOASOHES RS 2 PR T BRI - E R
BOK - HREE AN EE RO -

FEREFRFER L - AFEACEHE &R el R BRI RE MR - &
FIEEIE A BEF RIBA FREAS - R 5 - TP plcE e S G R AR (B -
PRI SR (HBEE AR AAN) - A AR RIS S A - Sharma
(2008) FEHI /Y A ST AN [FIREZ REER A R R H HEFE i - ¥ CURAS B = (E A
AR ER BET MY - SO A S R E R N T o MRV EREL i E T
NEFEETEE TR (Activity-based Management) FYER & o S2FIERAH - A\ FEEIEZH
EER AT G AR B - "R F A EE LEMAMEE 2 A FEIFAREER
NFEIBGERNE - AN REtR S B E R ERLH FEEERZE T o Sharma (2008) /R AEEE
ARGy R E KRB IS A (BIA0se TEREE A - IR A (BIAE LB A )
M ETRA (BIAIHEERRZ BRI B LA ) 55 o A SRS S A FaE an WY B AR IR
J& PRI fi {5 FH A B T S SR8 2 Y e b IR R BB B (R B Rl A = -
B A ER N - HASEER BRIV - SRR S - A HRGE
i RS B RAEER R A 2 — o SRR AL AT DA B RS Al B B A BEEE - th e BhE
FIFE(E 28 e AN B B hn 28 - B8N FIERAE (RIEEhebdsEd ) MrvaZks
o BN A RR B R B R AE R A - BN B R R IO A A B E B R
FRMERIP ARG A (255 > 2004) - 5 A& 2 B RS R ER -

R N F PRI R S SR A S S B N WL R R B S E AL A TR AR
15 © Langerak and Hultink (2005) $RE 872 B 28 5 B 5 e i JE H 2 52 28 » 38 FRE e
i T 2 B 7 L JEE RS B IR (A B © Langerak, Hultink, and Griffin (2008) $8H{#T
E it JEE | R [T R 18 A T B A TET I AE & - (EMRAHED - T e B ERE S R
TR oL S A AT DIRE - H A REZ BN HARER (RFE - RELAECS ERSIHE - IRIELHT 2
HIFTEE R © f5 e DL ERISORR - AT DI B RS SR T BARAE ~ AR ERIEAR © B
FRACRHEBEERAS ~ Bl i E SR HVUIE - ] REE i e iR Bl e L o 8 - o
e E e (R AR R - FR AT RERan T
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H2 : BAFFEMERRH NS (PRER) AEARKEAE EQIBERR -
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H4: BAZEHASHBEEHAS (FPRER) AHAERELA EQOBEHRR -

L4k » Cokins (2009) FEHIMBZFERE T/ LR T EIEE (Increasing Sales) » 5 &
BRI FEBE (Increasing Profitability from Sales) » 2 &) BEUNEE G 73 HT AN [FIBER
ZEWAHRIERL - K RE T MRRAE 2 TEAEF I E R © Gosman and Kohlbeck (2009) fiff 5t
S E B SRR R KR AR B EY - QRIS BN AT REZ B EH AR o A
HOME 2N E] 2 P 3L B gl - BA L2 o B P EdR2 it - BPiEli2 iU K= AR R
AT ER YN V- S W& PN 5K o E AR P v o = N P o R
RIREIR Al RE B RAE A EE M -

Reinartz and Kumar (2000) RI[f5H} - FHER— R IFEAREER - AFi 58N ZE
MERE R A EENBEE - R ] 5 E 2SR 2R ERAREE § LA H5%E]
BHEZOEY - HREEEFRA  FREEIZRZGHHEAERE (W REFRALS
FrfEE R raEl e ERiASE ) K - §RFTEE BT - HRREEa TR 5 I -
AL AT ZAEDRE - EaefllH -~ BEFEEEHEESUNG 8 - Mulhern (1999) F5H -
HIEEFERR - BEE AR E R EAT - AR HEL L,  (HERH A S
EHEMIFT T REUE - RGPS B R S S I EE R 2R -

Reinartz and Kumar (2000) 52 Sharma (2008) B Sk Hi5 H R B 4R 5= Bl RE X )
HEER - MEFIEAREN A FREE AR R Mg - R RIARREE 25 5k
FE R ASE F K - Mulhern (1999) & Kumar and Shah (2004) JRfgH! - B & 512K B
M REE P ERE FEERMEISE - FLY) > Helgesen (2006) FERTRAZ EFE « BEZ T
BEERBEENEER RS - a2 B BT mEE Y R8s L E - R
EHE G EREBERRRE - R EREEE N EER -

HR B sesg sl - TR (BiedkE b)) - BRI FEEGN (%
FIEEEIE SR ) ~ MEERREE (Z5FE) FEBEMATREEH -
Py -

2 EXRERB=ATNE
TR > BINBEEER O R TR HESR . — » FE B ~ 8 IS0
T BANREEECHEMEENES - BTHERRIS " BREOEMREREEE T LHE
BEtE ) RE T AEREREET S ) IERVIMERTER - s RS A
R S W EREERE ZRRE RIE A E BT -
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REE -~ RN N E TR EEIE - SN R iR ST - g - REBEH
2 (DEENGREETFREIE A TEE 2% ) - BTG EREEESEZH TR
0 BERRR B - SEREIL)N 0 R E B AR JRURI SR S R il g X
Rl FEAZ BT BER AT B DA FE B AA 28 (EREIARYBESL ) SR B IMEE L 5 5
* o EmEENS > I FERE - RIS T - LN - SNETH
BRI IHE 5 BN REESE 2 EED - EReF A RIK - HEESBERA RS
FEFEARB RIS - BTG ERgESE 2 E LSRR PR EFENELZE - gz s FE
HIBIHTEE i« BEESEERAR B RIRREIIN » (R OR B A SE (E L HIBCR th s B e 2 A1 -
{500 [5R] PA S 7 S ) %% R T R AH i R R BB (Bl - 1999 5 ARSZER - 2001 5 245 -
2004 ; FEUE 0 2007) -

AT K IL RS T 40 4F - H AL DR BEE IS 2 /NGRS - HRAF]
A 1980 FARTEBUNHIBERSZFE T » ELIUS# S GMP &% » BT{EZEAFIERER
R RATERE - (HZAFIAE 1990 FREEE —BERAEXRHHE RN - SEER
N E R R B PEAb A R R AR A B B ELRM - FHEF I EE 1S09001 F8E% - (A FAE
2000 FFHUIS3EE] FDA ERoEE - IE=0GE A BIFS LR - WfEBUNBGEZFET - IS
4% cGMP 5 = PEEY 2 I ME SIS FERE - (A U SR R il /K St — R -

RS TTH » (HZE AT YR EHE AR L E e E 88 R ESE
BHEE# R  EEEY R RS BOERESE S - ARgRRNEEER
RS REEEERER GRS — R EEE -

{2 A FIRY B Sl R P SE R ~ SR RRHEE - heBa s » B EEL R B
[R5 28 & BRI B — EE R E 5 =0 - DAPE SRR R iy E A A, - HET/REA bk
mn AR E LSRR - fEALRZRE T - HRAFREREEHEZ S G IR
PR AREZEG - EEAE  MEEE Ul R EEEGTESESH -
EREEMREG S TR EMKGHE - TZE » IR - EEARES « B - &
HAES ~ BIFEZERES ¥R R G REERAL  HPEERIE =M - 554
T TR ~ &R fe B e -

R A FEEEELZENEEMT - T EaRE AR SE 2 agatat - &
E_EIEILERS K NEEESRE o (RN TR G2 R EEER - A& R INRIS B
SRR PE - PRI 38 O R A G 2E L B AR IR AR » TERR B g S B G E R T
B84 - 7F 2008 4 » {EZR/AF B T AEEEH 600 A - ST RFEEZINALET G 15 (8¢
DLE » ZPEBERE  BEBMNHHEE 8 (BT - B EHEE 3 (F1 - B
TN FIARZEERgE AT -
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— ~ WESEERA

ASCERE Z= it 7e 05 =TT - PRETEEE AR E R E K32 - Rl A SRR
ZEBRRERARESEEL o Yin (1994) fEHH{EZEMTEE —EE I - AEFE TR
< BHEBEETERE 2SR A R 2T E BRI - BT
FEmEEER AR ZEE (BhiadEElkD) BREERIIAEEAN (GFBEFEIE
GRIBEE) ~ REERRELD (Z5EE) S8 (R30S - bt
TR A RN RSB ER B B ER - A FEA FRRE RIS F R ERREE
RIE] - ERRANFE A R Z B BB EeE R N IR BIEE B R AEE] - AR F
BUERMAIGENFE - EMERHEIE AR —2BMEER AT HEN T - FMERFEZE5E
HI T HGETEE T o BIBE A EH G S AYHBMMSE (FIA0 : Banker et al., 2000,
Gustafsson and Johnson, 2002; Gosman and Kohlbeck, 2009 ) - tHiE R/ &R E 2 /B
ERMERA R RS R ERRETTEE ST -

A BEFAHRE G T &R - FEINEFEREAFEEER (BEEGE
BLEABER) - R NS S BE R M - R SR REBEEN ] E R
HFER - [FIRP R PR AR R /G SRS S 0V R 1 - TR BRIBERAR ~ BEALTTEE - B RARR
B - FEFEHRM - EEEHAESMETEARIBRRE - 5505 FfE s el = A
AR EEEASH - EEELE B EE T FE N E A BRYFIRIN AR AR - filan - 4
A PR AT R/ B A AR AR AR S - BT E BRI R TR
12 (e - BUSETE - IEUEEBIRAA N EMERZFERE - Gt )
MR B Rt - AEERFAE 2 A R Z AR o f e Pk is o8 B gl A
FERERTE ~ MR AT EFERAE R EE R EER - W2 HHBE SO - 2
TTRAE A EE RO E KR 2 EEEEA o FHIRAS SO R 2 B SR g = S R
RAMEREFI A 2002 FFERYFE SL B - BZEERIERER - [HEAFIRE EEF E=E/
B DA B R e SESURIFHRE E AL - HER T E ik e e e » R RN - BIELE - B
BRIME @ RZEEMN) 208 ETHH 2V BT - BigmBEEEARN—2E - K
WFZEfE ST PSRBT B Z BT A E R A - BERRE M (helaiRes ~ R AN
HIVIEESL ) ZREE o IxRILETHUS 1,097 E{HEA T ZEBEEHIEEER -

T HERA

Bl EASL Z EiE R - FRMZ2FEEAHRESE (Banker et al., 2000; Reinartz et
al., 2005) » 17 NYEEFEFEHA
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CustomerProfiti = a + B OrderScale, + B,Y_O_Amount, + B, MaintainCost, +
B,N_P_Ratio, + B Hospital + 3 Contract + . RelationYear, + ¢, (D)

FRE TR > AR 1 PR

% 1 BUERREE
B ZE B EHHEE
FEEE  REEFIHE CustomerProfit Sales — COGS — DE — IDE
SE19ETEFME  OrderScale BEEFERERTN - BEFEHEEEY
FETREFER Y_O_Amount EERFETHEFEE

HEERRE A MaintainCost 4FBEEEE +HAKRE +EE
B HESEEZXR N_P_Rato (FEHERITHESEE - FEMEERITEREE) X100
BfrREE Hospital EEEE  BNEREEAE 1 HEfEO
&HEER Contract RS BRNaEEE 1 HEREO
THFE RelationYear  fEE—RBEFELREZRETHFH

£ @ Sales = $4EJF%E - COGS = ERAkA » DE = AJEEKEXE &M © IDE = ToHEENRERZ
BREER -

(=) R
S R O B 2 4/ P2 A RPN+ 25498 Mulhern (1999)
HEREOE A RIS TR« SE AT

FEFEZAEER = RAXAZIHTFA - HETEIHAZIASREA—SRE
XREZHEERR

{8 <2 I REE F T E S DABR & 5 B R R IR B R P o A B
BB ZEREEE - HPEEHEFE R ETHITPRIA BRI BT 3R % 2 BREH - ik
AREAE - FE Ry AR (SR SH B RRAS ) RGN 66% -t 5 B 8250k -
HREATHEGEEM - B 3500 7 E 2O E B LIS - KIEE SGEE HE
R NRFETT 0 - HBR ERRUR - A\ LB g SGEH R n] ERGEHE R
PEMRHT ERERA

PREEGREEASN - FALATAE Ry Bl 3E S SHEUTT SHELE B AR AS - ST RUAG R R AR
34% (EEUEEE  ZBRE - WiREFEASER - FTHEEAR - BERAS BB
Wk EE S ~ eSS #ﬁﬁ% EEIRGEATE) o HAREa] S EHEE R e BE T
HEETRARIRK - W Ry KM - Rl iR B S I E A ] E R B
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ZIEEM - HEZRBEE CEMNEEANES - 2R - M EE A SER - 5T
BERA ~ WOURAS ~ SBEERCA ~ s BN Bt % | N rl ERREEE 28
FEREREECEIRGE N - NERE SRR e - (EZ A0 7R B2,
FAYZE it UGN U s L T 22 BRAR R 73 SRR B - R AT i JB e & iR FH PR DA B B AT
FZHR - RIS A MR TR L E BRSBTS AR 3 -

(=) a%#

R EZA R REESRE - R fRaT M 2 IR - SRS R —
TEEL G o MR(E SRR AR IS - BRG] SR B A A & = LB [ E A -
RIEL - RTERRUE/ N - AHSSRT SR B A = - B M R Rt & Al g o 3RAMEA
B R HEEFEERERE - STREBE PRI EMAEL (OrderScale) = BHEFE
MEEESHE ~ BEFEIHEEER -

B e B B Al E FHZEIY - [F)— TR SERH A R AREE L AT LB A - BIANER S EE K
BN - NEREEN R L M AR AL - Kt - SR EEEEAE
RRE AEBE AR - A RETS 2% BB B st ] HL 2L 5Lt - MEARBRE AER A S IAE
A E R IRIE - (EE HERE BRSSOt Y - ik A] DU RGE R E IS BRI A B R
- R R E AR - SRR A RS b - B - AR - AR
FALIENEHEENTHTFETZAE - RIASCZBEF S A (MaintainCost)
EREfFFEEESS ARG E  ZEEEE -

1 80/20 LA A - A FIHIEEE A& Ry NS (BEE DRI S8R RN (B8
HEREEEN) EREAENDITEE - ERBE ISR G R E AR
PRI AT AR & B T E (Y_O_Amount) 7 57 - i 2RI -

FHAEE SRR 2 — B A A B R TR T BT 2 e AR s 5 BEESEth e
FALIHIIE I - AHETPREEZERAITE - HrgEnIA R S - BRIt - fEm F BRI RS8R
B o MRS DRI E AR - (EZ A R P EEE L DB = SUE T EE -
WM E R E AT EAEERATT « HrEMEER (N_P_Ratio) = (BHFFEELHEMR]
Wit ~ BEFEATEEL A X100 -

AWFFRRERE TR > FREEE 2L HEHIE B0 a0 E HERE AR
= THER AR E M ERARE R - B2 R - $HERAFINS - BE A
Ir e ReBeEIERE B (BIAN - B2FT ) WA » M DARE B2 2 (Hospital) 1 7738 YRR -
JBIR BT Sy 1 > HEREy 0 -

{7 FLRs AR & IR B AR E - W BRI T B E SR T A F IR E FF
MEEEE > FTREERES BT HE O - B Rl « BB E BRSNS
Al PARE#E#EL (Contract) 0 » 1 fURZBAVEEE - 0 RonJEBIEE -
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{EZ~ FIAHBRASE B A\ B RINEEF B EE RS ZEE - FTR IS At
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x* 2 BERFERARERE

peif S E R FRHARE 5 M)
ELHRTERE OrderScale —+
FETREFER Y_O_Amount +
HEBRRLA MaintainCost -
HESEEXR N_P_Ratio +
e Hospital +
AHEEE Contract +
THFE RelationYear —+

— ~ BORPER GRS R

(R AT 2 RFERE - A R A ER « SEIIET AL - 25T
M e MR U SEYTE B - 15 DAY LR BV (Transformed Amounts) 2532 » #
{ERTHFEE KN - WIFERM &N - HFBEEFEER - KI8T g 4R
FEBE A B AR B (e SR 8RR 1 - 5Bl RiEnE 2.63 » 2.01 Bd 5.25 -
B EBEEUE - 7] RARR PR S E R R - 5] AR 2 B AR EE 0.89 »
JEHNH RS - BRI EET SRR o BRIRERE AT EERBLLG] - SEE5
By 12% e R (/) R 100% (0%) » SN [FIRAZS B8 S BRI (P AEAH B 22 52 « (]
ERFENEFELN  BREBEILERNS B 11.75% EFHBEFLERIAANE R
11.39% ° SFIIBEF ERFERREEA R 10 4 - HpifERr A KRB ERFEL S
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£ 3 BAZ AN ER

it BEICHE HAE SEig8 FAEE =AE &/IME

BEZF;MERK CustomerProfit 1,097 39,619 104,299 1,233,500 -319,886
FIYETEFRE  OrderScale 1,097 3,851 3,422 47,500 190
FEETREFEE Y_O_Amount 1,097 112,572 226,339 2615,320 380
HEERRLA MaintainCost 1,097 2,997 15,724 253,116 0
HFEREBER N_P_Ratio 1,097 11.9441 19.4743 100 0
BrRRAE Hospital 1,097 0.1175 0.3222 1 0
AHEE Contract 1,097 0.1139 0.3178 1 0
THEE RelationYear 1,097 9.9917 5.8202 17 1

5t L BIEFESEERATMNEBERMBEREEN  BRMRESEEFBEER - F195TERE - F5T88
JREE - BB A INIEEEY - LB LB AEIE (Transformed Amounts) FRiZ - Rtk il POIEEEEY
ZEFAIEFAHETT o FHMILL 1 ¥ 1 FLEHIEE L - RS A/ NERTE  BEEAMMMZEHRDTE -

KBS ERFH Pearson Correlation 52 Spearman Correlation 15 7F H % 8§ [t 2 FHEA 14 -
fE et 2% 4 - IR9E H B EHRA R i EAS SR EUR - B S TS AR B B
SEETET BRI 2 o e SR A R AR T U TH B (R B 1) BRI 5 T 2
—E{REEABEF R - TR A ZBF PR LY RS - s
e ] AR BE AR - HT gL BRI LLR g 5 - (HA R TR B A AR -
ST PR BB AR AT (Variance Inflation Factor; VIF) $ETTILARMEMRE © AHFTER
B2 VIF ir KME Ry 1.81 » U BB SR 2 SHAR MR REAN R -

* 4 BEHMEAURER

Y_O
OrderScale — — MaintainCost N_P_Ratio Hospital Contract RelationYear
Amount

0.4403 0.31393 0.041 0.2349 0.19836 0.0618
OrderScale
< .0001 < .0001 0.1743 <.0001 <.0001 0.0404
0.6002 0.7293 0.0985 0.2248 0.4205 0.029
Y_O_Amount 1
< .0001 < .0001 0.0011 <.0001 <.0001 0.3357
0.3787 0.5212 0.086 0.2917 0.3977 0.027
MaintainCost 1
< .0001 < .0001 <.0043 <.0001 <.0001 0.4922
0.1239 0.4297 0.3027 -0.0394 0.1583 -0.1677
N_P_Ratio 1
< .0001 < .0001 < .0001 0.1913 < .0001 < .0001
0.2522 0.3572 0.351 -0.0533 0.0249 0.249
Hospital 1
< .0001 < .0001 < .0001 0.0778 0.4978 < .0001
0.1386 0.3225 0.0473 0.0748 0.0204 0.0488
Contract 1
< .0001 < .0001 0.1168 0.0132 0.4978 0.106
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Y_O
OrderScale — — MaintainCost N_P_Ratio Hospital Contract RelationYear
Amount
0.0825 0.0738 0.09 -0.1477 0.2402 0.0547
RelationYear
0.0062 0.0145 0.0028 <.0001 <.0001 0.0701
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BROTE -

B M THIARIAS SAHRT - B AR S A RS A B & RiUR B 0.01 B 7K
HE » RORBAF AR AAEOR - HEEFEER B8 A - X EF H3 - i
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R 5 ERMBERERR 2B HER
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EHETE RS OrderScale 1.2037*** 3.61 0.0003
FETREFER Y_O_Amount 0.5253*** 87.02 < .0001
HEBRRLA MaintainCost -0.2744*** -3.50 0.0005
HESEER N_P_Ration 132.091** 2.48 0.0133
el Hospital 2131 0.60 0.5510
HHAEER Contract -2071 -0.60 0.5458
THFE RelationYear 234.679 1.29 0.1977
EEETE R2 92.63%
F1{& 1967.62***
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1. Purpose/Objective

In a highly competitive environment, a key question firms face is how to effectively
utilize limited resources to build and maintain good customer relationships, improve
operating performance, and increase firm value. The literature shows that customer retention
is a central driver of customer profits (Ngai et al., 2009). However, it could be
counterproductive for a firm to devote its limited resources to retain all customers because
some may make minimal or negative profit contributions. Therefore, assessing customer
profit contributions and identifying their determinants can help a firm assess the profit
contributions of its various customers to determine which customers to retain and how to
allocate its resources.

This study identifies the determinants of customer profit contributions based on a case
study of a large Taiwanese pharmaceutical company. The analysis of the determinants of
customer profit contribution is a crucial step in customer relations management, because it
provides a clear picture of which customers are valuable and thus which to target for
relationship development. This study suggests that a firm can establish or improve its
customer relations management strategy effectively by examining of the determinants of
customer profit contribution.

We identify and describe four determinants of customer profit contribution: order scale,
order amount, retention cost, and new product purchase ratio. We then develop the following
four hypotheses:

H1: A customer’s average order scale has a positive effect on its profit contribution to
the supplier firm.

H2: A customer’s annual order amount has a positive effect on its profit contribution
to the supplier firm.

H3: A customer’s retention cost has a negative effect on its profit contribution to the

supplier firm.
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H4: A customer’s new product purchase ratio has a positive effect on its profit

contribution to the supplier firm.

2. Design/Methodology/Approach

Due to the Taiwan Bureau of National Health Insurance’s stringent regulations and tight
budget controls, Taiwanese pharmaceutical firms have faced an era of low revenue growth in
recent years. As a result, some pharmaceutical firms have focused their operating resources
on customer needs in an attempt to increase their operating performance through better
customer relations management.

Thus, to measure customer profit contributions and examine its determinants, we
needed to collect customer-specific data such as customer names, characteristics, and sales
and costs associated with each customer. Since customer data are highly firm-specific and
are determined by each firm’s operating policy and customer relations management strategy,
we assumed it would be difficult to collect comparable customer-specific data across firms.
Therefore, we decided to conduct a case study using data from one Taiwanese
pharmaceutical firm to examine the determinants of its customer profit contribution. The
subject company in the case study is one of Taiwan’s top five pharmaceutical firms, and has
been in business for over 40 years. Additionally, this firm has several quality assurance
qualifications, including GMP, ISO9001, and U.S. Food and Drug Administration (FDA)
certification.

Due to the confidentiality of customer-level operating and financial data, the case
company provided us with only one year of data (2002). In 2002, sales of the subject
company exceeded NT$1.5 billion with gross profits close to NT$0.8 billion. Our sample
contains 1,097 observations of individual customers of the subject firm.

To test our hypotheses, we employ a regression analysis. The dependent variable is
customer profit contribution (CustomerProfit), which is sales minus costs (i.e., costs of goods
sold, and direct and indirect sales and administrative expenses) associated with each
customer. The independent variables are customer average order scale (OrderScale), total
annual order amount (Y_O_Amount), maintenance cost (MaintainCost) and new product
purchase ratio (N_P_Ratio). We also include three control variables: a dummy variable for
customer type (Hospital), a dummy variable for contracted customer (Contract), and a
variable for the number of years a customer has been purchasing products from the subject
company (RelationYear). In addition to quantitative data, we obtain qualitative information,

such as operating characteristics, business model, production processes, and financial policy,
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by interviewing the subject company’s production, sales, and accounting managers.

3. Findings
The empirical results show that customer average order scale, total annual order
amount, and new product purchase ratio all positively and significantly impact customer
profit contribution, which are consistent with the predictions of H1, H2, and H4 respectively.
Conversely, customer maintenance cost has a negative impact on customer profit

contribution, which supports H3.

4. Research Implications, Originality, and Contribution

This study makes two significant contributions. First of all, most of the customer-profit-
analysis literature uses inductive or deductive reasoning to build a customer profit
contribution model (Mulhern, 1999; Sharma, 2008). Empirical studies that use actual and
customer-specific data to examine the determinants of customer profit contribution are
limited, possibly because most firms classify the data for measuring customer profit
contribution as highly confidential. Therefore, scholars have great difficulty in accessing
actual data. This study contributes to the literature by providing empirical evidence of the
determinants of customer profit contribution based on actual customer-level data.

Secondly, this study enhances our understanding of customer profit contribution of
pharmaceutical firms in Taiwan by providing empirical evidence on the determinants of
customer profit contribution of an actual Taiwanese pharmaceutical firm. Our insights on the
determinants of customer profit contribution can help firms improve their operating
performance by adjusting their customer-relation management strategies accordingly. For
example, the subject company can modify its operating strategies to increase its customer
order scale, total annual order amount, and new product purchase ratio to improve its

customer profit contribution and thus its operating performance.

5. Research Limitations
Some limitations should be noted when interpreting our research findings, and based on
these limitations, we discuss some possible research extensions. First of all, this study uses
the case study methodology to examine the determinants of customer profit contribution of a
pharmaceutical firm in Taiwan. Since the size of the case company is relatively small in the

global pharmaceutical industry, the research findings of this paper may not be applicable to
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medium- or large-sized pharmaceutical firms worldwide. In addition, pharmaceutical firms
in Taiwan mainly operate in the domestic market, a relatively small market compared to the
markets of other economies.

Additionally, the customer-profit-contribution determinants of international
pharmaceutical firms operating in the global market could be very different from that of our
case firm. Therefore, examining a large international pharmaceutical firm as a case example
could provide findings relevant to multinational firms.

The second limitation of this study is that we use dummy variable to classify customers
into two classes: contracted vs. non-contracted. However, within the contracted customers
group, contract terms, such as price discount and purchase volume, may vary substantially
across firms. An examination of optimal contracts from both the supplier’s (e.g., a
pharmaceutical firm’s) and the buyer’s (e.g., a hospital’s) perspectives would be a fruitful
research issue for both academics and practitioners.

The third limitation is that this study did not investigate the role of customer relations
personnel and managers on customer profit contribution. Customer relations management is
a labor-intensive task, and therefore the effectiveness of customer relations management is
likely based on the competency of a firm’s customer relations personnel. The research on the
effects of human resources on customer profit contribution could provide valuable strategies

for firms to adjust their human resources policies to enhance customer relations performance.
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