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Executive-Customer Relationship and Customer Stability
PAN Hongbo ZHANG Zhe
(Wuhan University, Wuhan, China)

Abstract: Based on the loss of the executive-customer relationship, this study examines the effect
of the executive-customer relationship on customer stability. Taking A-share listed companies from
2005 to 2018 as samples, we use executive turnover to measure the loss of the executive-customer re-
lationship and customer concentration to measure the strength of the executive-customer relationship.
We find that, compared with companies with low customer concentration, the loss of the executive-
customer relationship in companies with high customer concentration will significantly reduce custom-
er stability, and this effect is mainly concentrated in non-state-owned firms and firms with longer ex-
ecutive tenure. Furthermore, mechanism analysis shows that the negative impact of the loss of execu-
tive-customer relationship on customer stability is via the channel of increasing the degree of informa-
tion asymmetry and reducing the degree of trust. Considering the loss of the executive-customer rela-
tionship, companies will increase the expense of R&.D investment.

Key words: executive-customer relationship; customer stability; customer concentration; asset

specificity theory; informal mechanism
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