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Abstract 

Repeat business is crucial for the survival and sustainable development for any enterprise. This 

study investigated what determines repeat business in inter-firm ICT purchases and what the 

role of trust is when buyers do not have enough expertise about the product they purchase. 

Earlier studies have shown that trust is positively related to repeat business, and communication, 

reputation and recommendation are antecedents of trust and have a positive impact on repeat 

business. It is thus expected that trust mediates the relations between the antecedents and repeat 

business. Using a large-scale survey database, we conducted GSEM analyses. Results show a 

partially mediating effect of trust for communication and a fully mediating effect for reputation, 

while recommendation is not significantly associated with trust but negatively related to repeat 

business. In addition, word of mouth endorsement was found to weaken the significant effect 

of trust. 

Keywords: repeat business, trust, GSEM 
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1. Introduction 

1.1 Repeat business 

Survival and success have always been the biggest concern for businesses. Achieving 

sales and earning benefits seem like the main goal for the business holders. But in most 

business-to-business (B2B) transactions, a sale achievement is not the ultimate goal but rather 

contributing to establishing and maintaining a long-term relationship between the supplier and 

the buyer (Gounaris, 2005). Additionally, according to Chiu et al. (2012), making sure that 

customers return is necessary for the success of any business. 

 Repeat business could be very different from the one-time business. While some buyers 

are willing to purchase repeatedly, some stop after the first purchase. The reasons stopping 

people from purchasing have already been revealed. However, it is unclear, what factors 

contribute to repeat purchase. According to Mou et al. (2017), perceived utilitarian values and 

uncertainties differ significantly between purchase and repurchase. People who are willing to 

repurchase perceive more positive utilitarian values (such as perceived value, monetary savings, 

convenience) than those who only purchase once, and perceptions of uncertainty deter buyers 

from investing in the long term after the first transaction (Mou et al., 2017).  

This might create the dilemma for buyers of goods that they are uncertain about, such 

as IT-purchases by a non-IT business. At some points, enterprises have to conduct interindustry 

transaction. For example, the information and communication technology (ICT) is considered 

to be an innovation facilitator. It helps enterprises improve their performance level and remain 

highly competitive (Cuevas-Vargas et al., 2016). Therefore, to keep the competitive advantages, 

at some points, enterprises will invest in ICTs and incorporate them into the business strategies 
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even though these enterprises are not experts in the field. The cognitive distance brought by 

the industry boundaries creates uncertainty and complexity for the buyer, which may have a 

negative effect on the buyer’s long-term investment (Enkel & Gassmann, 2010). As 

interindustry uncertainties deter buyers from purchasing repeatedly to some extent, it is a 

dilemma for buyers to conduct some necessary investments. Therefore, it is important to look 

into what determines repeat business when buyers do not have enough expertise in the field. 

1.2 Determinants 

Trust is fundamental to overcoming perceptions of risk and uncertainty (Li et al., 2008). 

When customers perceive a higher level of trust, there is less of a need for them to safeguard 

their investments in the transactions (Dahlberg et al., 2003; Gefen et al., 2008). So when 

customers lack expertise, they tend to maintain a long-term relationship with business parties 

they trust, or invest heavily in extensive contracting (Gounaris, 2005). 

Researchers have previously investigated factors determining customer’s repurchase 

behavior. Four types of determining factors of repeat business have been investigated in the 

past. The first and the most often investigated type is customer’s evaluations of the product and 

supplier performance in previous transactions. According to Mou et al. (2017), higher 

perceived utilitarian values from previous transactions lead to more possible repurchases and 

higher perceived uncertainties prevent customers from purchasing repeatedly from the same 

vendor after the first experience. Besides, perceived satisfaction also plays an important role in 

the repeat business domain that with high customer satisfaction facilitates customers to 

purchase repeatedly (Lin & Wang, 2006; Patterson & Spreng, 1997).  

The second type of determining factors of repeat business is the customer ’s evaluations 
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of the business platform in the e-commerce setting. Based on the Technology Acceptance 

Model, factors focusing on the platform performance, namely perceived ease of use, perceived 

usefulness, privacy, reliability and functionality are all considered to contribute to online 

repurchase intention (Lee et al., 2011). These factors are not applicable to traditional offline 

transactions.  

The third type of determining factors of repeat business is the objective behavior of the 

customer or the supplier, such as word of mouth endorsement and supplier-buyer 

communication. Reichheld (2003) note that customers’ willingness to recommend a product or 

service to someone else is a strong predictor of customer loyalty. Halimi et al. (2011) state that 

the more communication between the supplier and the buyer, the more customer loyalty 

established.  

The contractual behavior of firms relies not only on prior contacts between the 

transaction parties, but also on characteristics of the transaction (Batenburg, Raub, & Snijders, 

2003). The fourth type of determining factors of repeat business consists of project 

characteristics, such as the project price and project expertise. Because larger projects mean 

more risks, Gefen et al. (2008) believe that large, pricy projects should go to more familiar 

vendors. The larger and pricier the project, the more potential clients will choose suppliers with 

whom they have previously collaborated, which leads to repeat business. For buyers of goods 

that they have little knowledge about (such as IT-purchases by a non-IT business), it might also 

be worthwhile to invest in a longer-term relationship with a supplier that they feel they can 

trust, even when the supplier knows more about the good that they sell and might be tempted 

to behave opportunistically (Batenburg et al., 2003). 
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1.3 Knowledge gap and the current research 

Even though the existing literature provides insights into what drives repeat business, 

there are still knowledge gaps and limitations requiring a further investigation in the domain. 

First, several factors were found to be antecedents of trust, such as firm reputation, 

supplier-buyer communication, and network recommendation (Chiles & McMackin, 1996). As 

a strong and significant determinant of repeat business, the relation between trust and 

repurchase has been investigated thoroughly. Several studies support the positive impact of the 

antecedents of trust on repeat business (Chiles & McMackin, 1996; Ganesan, 1994; Morgan & 

Hunt, 1994), but there is not much evidence indicating what the role of trust is in explaining 

the effects of the antecedents on repeat business. It is often assumed that trust mediates the 

relations, but this has not been tested rigorously. Therefore, a follow-up research is required to 

test the assumptions. More details about the antecedents of trust are presented in the Theory & 

Hypotheses section. 

Second, existing studies are often limited by the use of a relatively small and selective 

sample. As discussed by Lee et al. (2011), because of the low response rate, the existing 

findings are usually limited in their generalizability to other populations. It is therefore valuable 

to replicate existing findings using a large and generalizable database. 

Last, existing research mostly use repurchase intention as the dependent variable (Hsu, 

Chang, and Chuang, 2015; Zhang et al. 2011). Repeat business is not fully guaranteed when 

measured by repurchase intention since there might be factors preventing customers from 

putting their intention into action. It is therefore necessary to verify existing findings by real 

transaction histories between business parties. 
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Based on such considerations, the purpose of this study is therefore to investigate what 

determines repeat business and what role trust plays in the inter-firm transaction setting when 

customers do not have enough expertise of the product they buy. This study’s research question 

is formulated as following:  

How do (small and medium sized) firms deal with a lack of expertise in ICT-solutions? 

Do firms revert to suppliers that they have been in a business relationship with before or do 

they use other means to overcome their lack of experience? What is the role that trust in the 

supplier plays in this matter? 

2. Theory & Hypotheses 

Existing research has investigated the antecedents of trust and the determining effects 

of multiple factors on repeat business. This section begins with the descriptions of the 

determining effects of trust and the antecedents of trust. To further ground the prediction of 

repeat business, this section thereafter describes other methodologies and predictors variables 

that relates to repeat business. 

By definition, trust stands for the buyer’s belief that the supplier will not behave 

opportunistically and not take advantages on the buyers (Hsu et al., 2015). Trust is considered 

to be associated with the benevolence, competence and integrity of the other party (Chiu et al., 

2009). Benevolence implies that the supplier is believed to have goodwill and genuinely 

consider the buyer’s welfare; competence means that the supplier is believed to be capable of 

fulfilling the buyer’s expectations; and integrity is the belief that the supplier will behave 

ethically and be honest to the buyer (Chiu et al., 2009). Therefore, customer’s trust creates 

favorable feelings toward the supplier that the supplier will behave benevolently, capably and 
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honestly (Chiu et al., 2009). In addition, when customers purchase something they do not own 

enough expertise about, perceived trust helps them overcome the perceived uncertainties and 

potential risks (Dahlberg et al., 2003; Gefen et al., 2008). 

Perceived trust helps the buyer confidently evaluate the supplier and the service in the 

long turn. Suppliers characterized by trust are highly valued by the buyer that the buyers are 

highly committed to the supplier (Eisingerich & Bell, 2007). Furthermore, business 

relationships marked with trust tend to have levels of conflicts (Currall & Judge, 1995). This 

internal harmonization is reciprocal to the supplier-buyer social bond that makes the buyer 

more committed to the business relationship with the supplier (Eisingerich & Bell, 2007). 

When customers perceive the supplier to be very trustworthy, they believe the other party will 

behave as expected in the transaction and will not act opportunistically to take advantages. 

Therefore, customers are more willing to maintain a long-term relationship with the supplier. 

On the other hand, lack of trust will reduce customer’s willingness to continue the transaction. 

We expect trust in the supplier to precede customer loyalty. Past research has shown that 

consumer trust is positively related to customer repurchase behavior (Eisingerich & Bell, 2007; 

Lee et al., 2011). Therefore, we propose the following hypothesis: 

H1. Perceived trust in supplier has a positive impact on repeat business. 

According to Hess (2008), firm reputation is the customer’s perception about to what 

extent the firm is genuinely concerned about the customers’ welfare. As Qureshi et al. (2009) 

note, perceived reputation includes “the vendor’s public image regarding its commitment to 

customer satisfaction; innovativeness in customer service; the quality of market offerings; and 

issues relating to corporate social responsibility” (p. 208). Consequently, a favorable reputation 
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leads to perceived vendor credibility and customer infer trustworthiness through the perceived 

reputation (Doney & Cannon, 1997). So a vendor with good reputation is perceived to be less 

likely to act opportunistically and gain high trust from customers (Chiles & McMackin, 1996; 

Ganesan, 1994). In this sense, reputation is considered to be an antecedent of trust.  

More specifically, reputation was found to be positively related to repurchase intention 

(Hess, 2008), while this positive relation was further proved to be fully mediated by trust 

(Qureshi et al., 2009). Given these previous research findings, it is likely that the established 

trust mediates the positive relation between reputation and repeat business. Therefore, we 

propose the following hypotheses: 

H2. Firm reputation has a positive impact on repeat business. 

H3. Trust mediates the positive effect of perceived firm reputation on repeat business. 

According to Anderson and Narus (1990), communication broadly refers to the formal 

and informal sharing of meaningful and timely information between the supplier and the buyer. 

In relationship marketing, inter-firm communication assists in resolving disputes and aligning 

a partner’s perceptions and expectations toward another party (Etgar, 1979). Therefore, 

communication can be described as the “glue” holding together all the parties involved in the 

transaction, resolving disagreements, thus fostering and enhancing trust (Morgan & Hunt, 

1994). Communication is considered to be an antecedent of trust in the sense that past 

communication establishes trust. When trust is present, business parties do not fear malicious 

actions from their partners and conflicts are perceived to be functional (Morgan & Hunt, 1994). 

Therefore, effective communication formulates positive inter-firm collaboration and customer 

loyalty (Halimi, Chavosh, & Choshalyc, 2011). Given these previous research findings, it is 
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likely that communication leads to long-term business, and this positive relation is mediated 

by the fostered trust. Therefore, we propose the following hypotheses: 

H4. Inter-firm communication has a positive impact on repeat business. 

H5. Trust mediates the positive effect of inter-firm communication on repeat business. 

Besides the effect of reputation and communication on trust, trust evaluation of a 

business party also relies heavily on network recommendations. Recommendation is defined 

as the extent to which the current service and/or supplier is recommended by the buyer’s 

network. From other peers who have direct interaction histories with the target party, the buyer 

perceives the target party to be trustworthy via peer recommendations (Wang & Varadharajan, 

2007). After collecting enough feedback from the responding peers, the requesting peer (i.e. 

the buyer) can thus evaluate the extent to which the target party (i.e. the supplier) can be trusted 

(Wang & Varadharajan, 2007). Therefore, positive network recommendations establish trust in 

the target party. In this sense, network recommendation is considered to be an antecedent of 

trust. The study of Hajli (2014) also found a positive relation between recommendation and 

supplier-buyer trust. Considering the positive relation between trust and repeat business, it is 

likely that recommendation is positively associated with repeat business, and this relation is 

mediated by trust. Therefore, we propose the following hypotheses: 

H6. Recommendation has a positive impact on repeat business. 

H7. Trust mediates the positive effect of recommendation on repeat business. 

Besides factors trust, reputation, communication and recommendation mentioned 

above, there are also other factors related to repeat business.  

Work of mouth endorsement refers to the customer’s willingness to recommend the 
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current service or the supplier to their social network. When customers recommend a service, 

they are also risking their own reputations (Eisingerich & Bell, 2007). To maintain a valid 

relationship, those customers are likely to use the same firm for their future needs (Eisingerich 

& Bell, 2007). Besides, according to the cognitive consistence theory (Festinger, 1957), what 

people say reflects what people do, so word of mouth endorsement reflects future purchase 

behavior.  

Project price is also a factor influencing the choice of business partner. As a high degree 

of business familiarity can accordingly mitigate the perceptions of risks in transactions, buyers 

are more likely to work with more familiar and previously collaborated suppliers (Provan, 

1993). In addition, to reduce risk and increase control, clients tend to split the a large contract 

into smaller contracts with less familiar vendors (Gefen, Wyss, & Lichtenstein, 2008). In this 

sense, customers are more willing to trust more pricy projects on suppliers that collaborated in 

the past for the sake of business familiarity, which makes project price a determinant of repeat 

business. 

Besides, the potential damage that is created by the switching of product or supplier 

also plays a role in determining repeat business. The more potential damage, the more 

important the product is to the buyer. There is evidence that consumers perceive higher 

involvement with more important products, and high involvement leads to repurchase intention 

(Chen, Lin and Hung, 2011). Switching costs were found to be an antecedent of customer 

loyalty and deter customers from switching into other suppliers (Caruana 2003; Su, Shao, & 

Ye, 2011). Therefore, we believe that potential damage has a positive influence on repeat 

business. 
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Additionally, market characteristics, such as the number of alternatives and the 

difficulty to judge the product, might also influence repeat business. When buyers have more 

alternative options, it is more possible to find a more satisfying supplier. But when it is difficult 

to judge the product, considering the uncertainties and potential risks brought by business 

unfamiliarity, buyers will choose to stay with the previous suppliers (Provan, 1993). In this 

sense, the number of alternatives and the difficulty to judge also determine repeat business. 

Figure 1 shows the proposed research model, presenting the overview of the hypotheses 

and the inclusion of all possible determinants. More details of the variables are explained in 

section 3.2 Measurement. 

 
Figure 1. Research model 
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3. Method 

3.1 Data Collection 

“The External Management of Automation” (Batenburg et al., 2000) is a large-scale 

survey on the purchase of IT products and services, and the relations between buying firms and 

supplying firms by Dutch and German small to middle sized enterprises (SMEs; 5-200 

employees). The database brings together four data sets that were respectively collected in 1995, 

1998, and 1999. The Dutch datasets are labelled mat95 and mat98, and the German datasets 

are labelled edv95 and edv99. Some items surveyed in the first wave 1995 were not included 

in the later investigations in 1998 and 1999, resulting in missing values and incongruence 

between variables. Therefore, we only use datasets mat95 and edv95 in this research (N =1149). 

On average, the enterprises in this sample group had 84 employees (SD = 264.63). 

Even though the focal transaction is ICT-related, buying firms are mostly from a 

different sector, including food industry, metal industry, transport industry, whole trade and 

road transport (Batenburg et al., 2003). Respondents were key informants of the buying firm. 

They were usually purchase or IT-managers who were involved and responsible for the ICT 

transactions (Batenburg et al., 2003). On average, the informant had 10 years of IT experience 

(SD = 6.28). 

This database covers about 80% of all Dutch SMEs that had at least five employees by 

the time it was collected in 1995, making it representative of the SMEs population (Wynstra, 

Rooks, & Snijders, 2018). The database’s coverage of different sectors and types of firms (e.g. 

food industry, metal industry, transport industry, whole trade and road transport) makes it a 

valuable and generalizable data source for replicating earlier findings. 
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The data was collected over 20 years ago, some characteristics of ICT transactions may 

have changed over time, but its variables and theory are believed to still relate to concepts 

applicable today (Mooi & Gilliland, 2013). Examples of publications based on the same data 

source are Rooks et al. (2006), Tazelaar & Snijders (2010), Tazelaar & Snijders (2013). 

3.2 Measurement 

Two sources of information were combined to create the variables: 1. Literature on 

factors leading to repeat business. 2. Knowledge on “The External Management of Automation” 

database for information about which items are similar to the variables used in existing 

literature. For example, “reputation and reliability of the supplier” in the database corresponds 

to predictor “firm reputation”. These inspirations resulted in a list of determinants which were 

adapted from the original survey items and were then preprocessed in Stata16.  

 Two variables are predicted in this research, repeat business and perceived trust. 

Repeat business indicates that customers purchase repeatedly from the same supplier (Hanai et 

al., 2008). We measured repeat business using a binary item asking whether the buyer did 

business with the supplier in a different way before purchasing this product. Descriptive 

statistics showed that repeat business occur in 48.56% of the transactions included in the 

sample. It is worth noting that suppliers who transacted with the buyer but were stopped before 

the current transaction were not included in the sample. So when there is no repeat business, it 

implies that there was no past collaboration with the supplier. Trust was measured using a single 

item asking to what extent the buying firm trusted in the selected supplier before the current 

transaction. As trust was rated in a 5-point scale (1=not; 5=very much), it is treated as an 

interval variable. 
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 In addition to these two target variables, our analysis includes a set of predictors and 

control variables explaining repeat business and/or trust. Table 1 presents the construct and the 

measurement items.  

Table 1  

 

Independent Variables Construct and Measurement 

Construct Measurement Items 

Trust 

5-point scale (1=not; 5=very much) 

Did you trust the selected supplier before the current 

transaction? 

Reputation 

5-point scale (1=very small; 5=very 

large) 

How did you assess the reputation of the supplier 

before the current transaction? 

Communication 

Binary yes/no response format 

Which of the following types of information, 

invitations were sent from the buyer (supplier) to the 

supplier (buyer) before the current transaction? 

1.annual report 

2.product information 

3.receptions 

4.new year wishes 

5.relation gifts 

6.invitations to lunch/ dinner 

7.invitation to sport/ cultural events 

Recommendation 

Binary yes/no response format 

Which of the following statements applied before the 

current transaction? 

1.Supplier recommended in special magazines 

2.Consultant recommended the supplier 

3.Supplier recommended by bank/ accountants 

4.Other firms recommended the supplier 

5.Supplier is a licensed dealer/ member of trade 

association 

6. Supplier recommended by mother company 

Word of mouth 

5-point scale (1=certainly not; 

5=highly recommended) 

Would you recommend the current supplier to other 

companies before the current transaction? 

Project price How much did you have to pay the supplier? 

Potential damage 

5-point scale (1=not important; 

5=very important) or 5-point scale 

(1=very small; 5=very large) 

 

The combination of several items for measuring the 

potential damage: 

How important was this product for: 

1.The IT in your company? 

2.The profitability of your company? 
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Construct Measurements 

Potential damage 

5-point scale (1=not important; 

5=very important) or 5-point scale 

(1=very small; 5=very large) 

 

 

 

How important was the time of delivery? 

Consider that it was important at the time that this 

product: 

1.long remained suitable for the business 

2.long supported by the supplier 

3.long remained “compatible” with other hardware 

and software 

Suppose the product should be replaced immediately, 

how big would the damage be? 

1.purchaisng a new product 

2.training personnel 

3.data and information entry 

4.stoppage at production  

Investigation wave 

0=mat95; 1=edv95 

The wave in which the data was collected. 

Alternatives 

 

What was the number of alternative suppliers before 

the current transaction? 

Difficulty 

5-point scale (1=very easy; 5=very 

difficult) 

How difficult was it for your company to judge the 

product quality at the time of delivery before the 

current transaction? 

How difficult was it for your company to compare the 

offers? 

How difficult was it to compare this product to similar 

products before the current transaction? 

How difficult was it to compare the price/quality ratio 

to potential suppliers’ products before the current 

transaction? 

 

 

The core predictors of repeat business include trust, communication, reputation and 

recommendation. Trust represents the degree of trust in the current supplier measured via a 5-

point scale. Reputation was measured via a single 5-point scale item assessing the buyer’s 

perception of the supplier’s reputation level before the transaction. Communication was 

measured via the overall score counted from the potential 14 communications (Cronbach’s a = 

0.711): the informant marked whether 7 information exchanges occurred in the past from the 

supplier to the buyer, and whether the 7 information exchanges occurred in the past from the 
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buyer to the supplier. Using binary format, the overall 14 possible communications were 

marked yes or no by the respondent. The possible communications included annual report, 

product information, receptions, new year wishes, relation gifts, invitations to lunch/ dinner, 

invitation to sport/ cultural events. Recommendation was measured with the count of the 

number of recommendations received out of 6 types of potential recommendations (Cronbach’s 

a = 0.118). The possible recommenders were special magazines, consultant, bank/ accountants, 

other firms, trade association and mother company. 

 The control variables of target variable repeat business include word of mouth, project 

price, potential damage, investigation wave, alternatives, and difficulty. Word of mouth, 

measured by a 5-point scale, represents the buyer’s willingness to recommend the current 

supplier to other companies. Project price was measured by asking the respondent to input the 

amount of money they paid the supplier for the transaction. Potential damage represents the 

difficulty and loss faced by the buyer in switching or replacing the current product or supplier 

via a 10-item scale (Cronbach’s a = 0.826). These 10 items pertained to the terms transaction 

importance, delivery importance, product dependence and the replacement costs for the buyer 

if the product fails. Investigation wave is a single item focusing on whether the data was 

collected from Dutch enterprises or German enterprises. As the original survey research was 

conducted by different researchers between the Dutch and German part, this variable was 

included as a control variable to decrease the outcome variances brought by researcher 

differences. Alternatives was measured using a single item focusing on the number of potential 

suppliers. The difficulty to judge the product was measured by the following items using a 5-

point scale (Cronbach’s a = 0.837): the difficulty in judging the product/service quality at the 
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time of delivery, the difficulty to compare offers, the difficulty to compare products and the 

difficulty to compare potential suppliers.  

Table 2 presents an overview of all the variables used in this research. From the table 

we can see that repeat business occurred in almost half of the investigated transactions 

(M=0.486). On average, the buyers held a relatively high trust in the supplier (M=3.749), and 

the suppliers showed a relatively high reputation to the buyers (M=3.836). We can also see that 

almost every variable contains missing values. The missing values of the variables led to a less 

sample size in the analysis than the original size of the database.  

 

Table 2  

 

Overview of Variables and Descriptive Statistics. 

Variable Number of cases M SD Min Max 

Repeat business 1149 0.486 0.501 0 1 

Trust 1132 3.749 0.726 1 5 

Communication 1149 0.029 1.846 -1.315 15.197 

Reputation 1011 3.836 0.581 1 5 

Recommendation 1149 0.688 0.705 0 5 

Word of mouth 1126 3.512 0.615 1 5 

Project price 1139 0.909 1.119 0.109 3.5 

Potential damage 1148 -0.114 1.841 -5.761 5.004 

Number of alternatives 1131 1.209 0.574 1 5 

Difficulty to compare 1145 -0.168 1.523 -3.724 4.425 

Investigation wave 1149 0.154 0.362 0 1 

 

3.3 Data Analysis 

 We wish to fit the model (see Figure 1) in which repeat business is determined by trust 

in the supplier, supplier-buyer communication, network recommendation, supplier reputation, 

word of mouth endorsement, price of the current project, potential damage, investigation wave, 

the number of alternative suppliers and the difficulty to compare offers; trust is determined by 
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supplier-buyer communication, network recommendation, supplier reputation.  

Structural Equation Modelling (SEM) is a regularly used statistical technique for 

checking dependency (i.e. causal) relations in multivariate data in behavioral and social science 

(McDonald & Ho, 2002). Also known as the path analysis, SEM can test how sets of variables 

interact simultaneously. The goal is to check how well the theoretical model is supported by 

sample data (Schumacker & Lomax, 2010). Given the fact that SEM allows for multiple 

independent variables and multiple dependent variables, SEM is flexible to test more complex 

models than regressions (Schumacker & Lomax, 2010).  

SEM is adopted as the data analysis method in this study because we use multiple 

observed variables to understand repeat business. SEM is more capable of dealing with the 

sophisticated theories being developed than basic statistical methods (e.g., simple bivariate 

correlations) so that we can test all the assumptions as a whole (Schumacker & Lomax, 2010).  

Following a three-step approach, we first checked the direct effect of the antecedents 

(i.e. communication, reputation, recommendation) on repeat business before considering the 

mediating effect of trust. Then we fitted the model with all the core predictors (i.e. trust, 

communication, reputation, recommendation) and checked the mediating effect of trust. Next, 

the control factors were incorporated into the research model improving the model fit. We then 

transformed the predictors to find potential non-linear relations in order to test the robustness 

of the linear findings, and checked the research model goodness-of-fit.  

3.3.1 Generalized Structural Equation Modelling 

In this research, one target variable in the model is trust. As trust is coded to be an 

interval variable, we use linear regression to test it. Another target variable repeat business is a 
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binary variable that is coded with 0 (no past experience) and 1 (past experience exists). 

Therefore, we need to use logistic regression for the binary target variable repeat business 

(Schaeben, 2014). 

In standard SEM, dependent variables are continuous, and models are linear regressions. 

To use logistic regression for binary target variable in SEM, we need to adopt Generalized 

Structural Equation Modelling (GSEM). GSEM supports responses to be continuous or 

multinomial, ordinal, or binary (StataCorp, 2019). Models could be logit regressions or linear 

regressions (StataCorp, 2019). Therefore, we conducted GSEM in Stata 16, using the logistic 

link function for repeat business and linear regression for trust. 

3.3.2 Variable transformation 

 As linear regression and logistic regression are used in GSEM to test the hypotheses, 

we assume all the potential relations between predictors and target variables are linear. While 

it remains unknown whether these relations could be more significant as non-linear, it is 

necessary to check the robustness of the linear findings. Therefore, we ran fractional 

polynomial regressions (FPs) to identify non-linear relationships between the predictors and 

target variables (Royston & Altman, 1997). 

 Aiming to fit models with the best fitting fractional polynomial substitution, Stata16 

(StataCorp, 2019) searches the best fitting possibilities among the 44 models formulated by 

different combinations of powers from a restricted set (i.e. power = -2 -1 -.5 0 .5 1 2 3) and 

dimensions (i.e. the maximum degree of fractional polynomial) (Sauerbrei et al., 2006). In this 

study, we use the dimension of 2 (i.e. m=2) by default.  

The fractional polynomial transformation compares four models: the null model (i.e. 
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having the variable omitted; df = 0), the linear model (i.e. the original linear relation; df = 1), 

the transformation model m=1 (i.e. transformation into another power; df = 2) and the 

transformation model m=2 (i.e. transformation into two powers; df = 4). Transformation into 

two powers owns the highest degrees of freedom and it is the best-fitting model. The null 

hypothesis is that the best-fitting model is the same as other three lesser degree models. 

3.3.3 Challenges assessing model fit in GSEM 

After fitting a model with SEM, we need to check how well the proposed model fits to 

the predictions. Ideally, according to Ockey and Choi (2015), absolute fit indices, adjusted for 

parsimony indices, and relative fit indices are three types of indices used to check model fit. 

These indices investigate to what extent the observed model is equal to the predicted model. 

Based on Ockey and Choi (2015), the following indices are recommended to consider model 

fit: two absolute fit indices, chi-square (χ 2) fit test and standardized root mean squared residual 

(SRMR); the root mean squared error of approximation (RMSEA) and its confidence interval 

(CL) from the adjusted for parsimony index; the comparative fit index (CFI) from the relative 

fit indices. We therefore adopt chi-square test, SRMR, RMSEA and CFI for model fit check. 

Good fit means the variance in the variance-covariance matrix is well represented by 

the model. The chi-square test tests the null hypothesis that the observed model is equal to the 

predicted model, namely a perfect model fit. Therefore, the more significant the test results are, 

the worse the fit is (Barrett, 2007). An SRMR of 0 indicates a perfect fit. For a good fit, the 

SRMR value should be at most 0.08 (Kline, 2011). The RMSEA index is reported with the 

upper and lower bounds of its 90% confidence interval, and the rule of thumb is that the lower 

bound is below 0.05 or the upper bound is above 0.10 (Kline, 2011). And for CFI, a value close 
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to 1 indicates a good fit (Kline, 2011).  

Although these indices are suggested as techniques to assess the model fit, they are not 

available in most statistical packages for GSEM, including Stata16. To get an idea about to 

what extent the model fits, we treat predicted variable repeat business as an interval variable 

and therefore run standard SEM to check model fits. 

4. Results 

To investigate how the independent variables determine inter-firm repeat business, we 

conducted GSEMs collecting all the direct relations and mediating relations to repeat business. 

This section first presents the effect of the antecedents on repeat business, followed by the 

results of the hypotheses testing. At last, the data transformation results for linear robustness 

check and the goodness of fit results are presented. 

4.1 Path analysis results  

To check the effects of the antecedents on repeat business, we performed a GSEM test 

with repeat business as the dependent variable, communication, reputation and 

recommendation as the predictors, and word of mouth, project price, potential damage, 

investigation wave, alternatives, difficulty as control variables. Overall N = 982 companies 

were investigated.  

The results of the GSEM test for the effects of the antecedents on repeat business can 

be found in Table 3 below. Reputation did not show a significant relation with repeat business 

with B=-0.016, p=.905. So H2 “Firm reputation has a positive impact on repeat business” is 

not supported. As expected, communication significantly predicted repeat business with 

B=0.523, p=<.001. So H4 “Inter-firm communication has a positive impact on repeat business” 
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is supported. Even though recommendation significantly predicted repeat business, but with a 

negative effect (B=-0.606, p=<.001). Therefore, H6 “Recommendation has a positive impact 

on repeat business” is not supported. 

 

Table 3 

 

The Effects of the Antecedents on Repeat Business  

Dependent variable Paths compared Coefficient p-value 

Repeat business Outcomes > Communication 0.513 <.001 

 Outcomes > Reputation -0.016 .905 

 Outcomes > Recommendation -0.606 <.001 

 Outcomes > Word of mouth 0.879 <.001 

 Outcomes > Project price -0.176 .018 

 Outcomes > Potential damage -0.060 .211 

 Outcomes > Alternatives 0.041 .762 

 Outcomes > Difficulty -0.219 <.001 

 Outcomes > Investigation wave -0.137 .169 

Note: coefficients are not standardized. 

 

After checking the effects of the antecedents on repeat business, we have trust 

incorporated in the model to investigate the hypotheses. We first conducted a GSEM analysis 

with repeat business and trust as the dependent variables, communication, reputation and 

recommendation as the independent variables for trust, and trust, communication, reputation 

and recommendation as the independent variables for repeat business. We then conducted the 

nonlinear combinations of estimators (nlcom) postestimation test to check the indirect relations 

between the antecedents and repeat business. N = 1002 for the linear regression and N = 1011 

for the logit regression. Table 4 presents the test results of different direct and indirect paths 

investigated. 

H1 stated that perceived trust has a positive impact on repeat business. This hypothesis 
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was fully supported by the model with B= 0.378 and p=.001. This implies that highly trusted 

suppliers are more likely to have collaborations with the buyer in the past. 

 

Table 4 

 

The Determining Effects of the Antecedents and the Mediating Effect of Trust without 

Control Variables 

Dependent variable Paths compared Coefficient p-value 

Trust Outcomes > Communication 0.039 <.001 

 Outcomes > Reputation 0.449 <.001 

 Outcomes > Recommendation -0.043 .128 

Repeat Business Outcomes > Trust 0.378 .001 

 Outcomes > Communication 0.449 <.001 

 Outcomes > Reputation 0.031 0.807 

 Outcomes > Recommendation -0.684 <.001 

 Outcomes > Trust > Communication 0.015 .014 

 Outcomes > Trust > Reputation 0.169 .001 

 Outcomes > Trust > Recommendation -0.016 .166 

Note: coefficients are not standardized. 

 

In the analysis, reputation did not show a directly significant effect on repeat business 

(B=0.031 and p=.807), but it significantly predicted trust (B=0.449, p<.001). The nlcom 

postestimation test showed a statistically significant indirect effect of reputation on repeat 

business with B=0.169 and p=.001. So there was only a significant indirect effect of reputation 

on repeat business. The higher the firm reputation, the more trust established, the more likely 

there were previous transactions with the supplier. Therefore, trust shows a fully mediating 

effect between reputation and repeat business. H3 “Trust mediates the positive effect of 

perceived firm reputation on repeat business” is supported. 

In the analysis, communication showed a significant and positive impact on both repeat 
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business (B=0.449, p<.001) and trust (B=0.039, p<.001). The nlcom postestimation test 

showed a statistically significant indirect effect of communication on repeat business with 

B=0.015 and p=.014. So the positive impact of communication on repeat business was both 

direct and indirect. Therefore, the more inter-firm communication, the more likely the buyer 

had previous transactions with the supplier. In the meantime, trust is established by inter-firm 

communication and leads to repeat business. Therefore, trust shows a partially mediating effect 

between communication and repeat business. H5 “Trust mediates the positive effect of 

communication on repeat business” is supported. 

In the analysis, recommendation significantly predicted repeat business with B=-0.684 

and p<.001, but it did not predict trust to a statistically significant extent with B=-.043 and 

p=.128. The nlcom postestimation test did not show a statistically significant indirect effect of 

recommendation on repeat business with B=-0.016 and p=.166. So recommendation only had 

a negative and direct effect on repeat business. The more the current supplier was recommended, 

the less likely that the buyer transacted with current supplier in the past. Therefore, H7 “trust 

mediates the positive effect of recommendation on repeat business” is not supported. 

To improve the model fit and ensure the reliability of the findings, we incorporated the 

GSEM model with all the control variables. We conducted a GSEM analysis with repeat 

business and trust as the dependent variables, communication, reputation and recommendation 

as the independent variables for trust, and trust, communication, reputation, recommendation, 

word of mouth, project price, potential damage, investigation wave, alternatives, difficulty as 

the independent variables for repeat business. We then conducted the nlcom postestimation 

tests to check the indirect effects of the antecedents. N = 1002 for the linear regression and N 
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= 975 for the logit regression. Table 5 presents the outcomes of the direct and indirect paths 

compared. 

  

Table 5 

 

The Determining and Mediating Effects with Control Variables Added into the GSEM 

Dependent variable Paths compared Coefficient p-value 

Trust Outcomes > Communication 0.039 <.001 

 Outcomes > Reputation 0.449 <.001 

 Outcomes > Recommendation -0.043 .128 

Repeat Business Outcomes > Trust 0.221 .061 

 Outcomes > Communication 0.503 <.001 

 Outcomes > Reputation -0.097 0.491 

 Outcomes > Recommendation -0.603 <.001 

 Outcomes > Word of mouth 0.841 <.001 

 Outcomes > Project price -0.192 .011 

 Outcomes > Potential damage -0.059 .216 

 Outcomes > Alternatives 0.043 .746 

 Outcomes > Difficulty -0.211 <.001 

 Outcomes > Investigation wave -0.105 .293 

 Outcomes > Trust > Communication 0.009 .101 

 Outcomes > Trust > Reputation 0.099 .068 

 Outcomes > Trust > Recommendation -0.009 .243 

Note: coefficients are not standardized. 

 

As the table shows, no extra variable was added into the linear regression for target 

variable trust, so all the associations between the predictors and trust persisted. When the 

control variables of repeat business were incorporated into the analysis, the association between 

trust and repeat business became close to being statistically significant (B=0.221, p=.061). 

Communication remained the significant and positive effect on repeat business with B=0.503 
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and p<.001. Recommendation remained the negative and significant effect on repeat business 

with B=-0.603 and p<.00. Even though the relation between reputation and repeat business 

remained statistically insignificant, the effect of reputation became negative on repeat business 

(B=-0.097, p=.491).  

Because of the insignificance of variable trust, the nlcom postestimation test did not 

show significant indirect effects for communication (B=0.009, p=.101), reputation (B=0.099, 

p=.068), recommendation (B=-0.009, p=.243). So trust does not mediate the effect of 

communication, reputation and recommendation on repeat business with control variables 

added. 

To figure out the reason for the less effect of trust on repeat business after adding control 

variables, we checked all pairwise correlation coefficients. While the correlation coefficient 

between trust and repeat business was 0.179, word of mouth endorsement had the highest 

correlation coefficient (0.351) with repeat business among all the predictors. Word of mouth 

endorsement also had a relatively high correlation with trust (0.323). We assume that the 

additional construct of word of mouth explained the variances that were originally explained 

by trust, leading to the insignificance of trust.  

This assumption was further supported when we control for variable word of mouth. 

We ran the GSEM analysis with word of mouth removed (N = 1002 for the linear regression 

and N = 977 for the logit regression) and checked the indirect effects of the antecedents via the 

nlcom postestimation tests. Table 6 presents the outcomes of the direct and indirect paths.  

With word of mouth endorsement not considered in the model, trust switched back to 

the significant impact on repeat business with B=0.367 and p=.002. Without the additional 
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construct of word of mouth, communication persisted the positive association with repeat 

business (B=0.524, p=<.001), recommendation persisted the negative relation with repeat 

business (B=-0.621, p=<.001), while reputation still did not show a significant impact on repeat 

business (B=.115, p=.384). Besides, communication and reputation persisted the indirect effect 

on repeat business (B=0.014, p=.019; B=0.165, p=.003), while the indirect effect of 

recommendation was still insignificant with B=-0.016, p=.175). Hence the partially mediating 

effect of trust for communication and the fully mediating effect of trust for reputation are still 

supported without the additional construct of word of mouth. 

 

Table 6 

 

The Determining and Mediating Effects with Word of Mouth Removed 

Dependent variable Paths compared Coefficient p-value 

Trust Outcomes > Communication 0.039 <.001 

 Outcomes > Reputation 0.449 <.001 

 Outcomes > Recommendation -0.043 .128 

Repeat Business Outcomes > Trust 0.367 .002 

 Outcomes > Communication 0.524 <.001 

 Outcomes > Reputation 0.115 0.384 

 Outcomes > Recommendation -0.621 <.001 

 Outcomes > Project price -0.219 .003 

 Outcomes > Potential damage -0.063 .173 

 Outcomes > Alternatives -0.016 .891 

 Outcomes > Difficulty -0.232 <.001 

 Outcomes > Investigation wave -0.121 .216 

 Outcomes > Trust > Communication 0.014 .019 

 Outcomes > Trust > Reputation 0.165 .003 

 Outcomes > Trust > Recommendation -0.016 .175 
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4.2 Variable transformation 

To check the robustness of the findings that the researched relations are all linear, we 

ran fractional polynomial regressions for the core predictors. The effects of the predictors of 

both the variable repeat business in a logistic regression, and of the variable trust in a linear 

regression, are tested. In every fractional polynomial regression, the best-fitting model is the 

one owns the highest degree of freedom. The null hypothesis is that the best-fitting model is 

the same as the lesser degree models. 

4.2.1 Logistic regression 

 For the logistic regression for variable repeat business, we have core predictors trust, 

reputation, recommendation and communication, and control variables word of mouth, project 

price, potential damage, investigation wave, the number of alternatives, and the difficulty to 

judge the product. We only focused on the core predictors for the fractional polynomial 

regressions. 

For predictor trust, the best-fitting fractional polynomial m= 2 has powers (-2, -2) and 

deviance 1071.231. Because the best-fitting model is not statistically different, we cannot reject 

the lesser degree models: the null model (p=.249), the linear model (p=.587) and the square 

root power model (p=.384). Therefore, we keep the initial linear relation of trust in the logit 

regression. 

For predictor reputation, the best-fitting fractional polynomial m= 2 has powers (-2, -2) 

and deviance 1072.184. Because the best-fitting model is not statistically different, we cannot 

reject the lesser degree models: the null model (p=.836), the linear model (p=.807) and the 

square root power model (p=.616). Therefore, we keep the initial linear relation of reputation 
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in the logit regression. 

For predictor recommendation, the best-fitting fractional polynomial m= 2 has powers 

(1, 2) and deviance 1076.531. We cannot reject lesser degree models: the linear model (p= .548), 

minus square root power model (p = .858), but we can reject the null model with p < .001. 

Given the fact that there is no statistically significant difference between the best model and 

the linear model, we keep the initial linear relation of recommendation in the logit regression. 

For predictor communication, the best-fitting fractional polynomial m= 2 has powers 

(0, 0) and deviance 1045.654. We can reject the lesser degree models: the null model (p<.001), 

the linear model (p<.001). However, the best model did not fit significantly better than the 

square root power model (p=.148). We chose the square root power model since it was not 

statistically different from the best model. Replacing the existing variable communication with 

its square root powers, the R-squared value of the logit regression model of the dependent 

variable repeat business increased from 0.2008 to 0.2184. Given the small increase provided 

by the transformation, we decided to keep the initial linear relation of communication in the 

logit regression. 

4.2.2 Linear regression 

For the linear regression with trust as the dependent variable, we have reputation, 

recommendation and communication as the independent variables. 

For predictor reputation, the best-fitting fractional polynomial m=2 has powers (-2, -2) 

and deviance 1961.639. We can reject the lesser degree model: the null model (p=<.001), the 

m=1 model (p=.035). However, this model does not fit significantly better than the linear model 

(p=.081), which has deviance 1968.419. Therefore, we keep the original linear relation of 
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reputation in the linear regression. 

For predictor recommendation, the best model has powers (-.5, -.5). We can reject the 

lesser degree models: the null model (p=.007), the linear model (p=.008), the minus squared 

power model (p=.042). Replacing the initial variable recommendation with its two minus 

square root powers, the R-squared value of the linear regression model of the dependent 

variable trust increased from 0.1538 to 0.1631. Given the small increase provided by the 

transformation, we decided to keep the original linear relation of recommendation in the linear 

regression. 

For predictor communication, the best-fitting fractional polynomial m= 2 has powers 

(-1, -1) and deviance 1957.817. We can reject the lesser degree models: the null model (p<.001), 

the linear model (p=.015), the square root power model (p=.036). Replacing the variable 

communication with its two minus reciprocal powers, the R-squared value of the linear 

regression model of the dependent variable trust increased from 0.1538 to 0.1619. Given the 

small increase provided by the transformation, we decided to keep the original linear relation 

of communication in the linear regression. 

4.3 Research model goodness of fit 

To get an idea about to what extent the research model (see Figure 1) fits with the data, 

we treated the target variable repeat business as an interval variable. With repeat business and 

trust as the dependent variables, communication, reputation and recommendation as the 

independent variables for trust, and trust, communication, reputation, recommendation, word 

of mouth, project price, potential damage, investigation wave, alternatives, difficulty as the 

independent variables for repeat business, we ran the standard SEM for the goodness-of-fit test. 
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The overall chi-square test of the SEM was statistically significant with (χ 2 (6), N = 

975) = 76.601, p < .001), we therefore reject H0 that the observed model is equal to the 

predicted model. Though the chi-square test did not show a good model fit, the SRMR of value 

0.031 is below the standard 0.08 and close to 0, and the upper bound of the 90% confidence 

interval of the RMSEA is 0.133 which is above 0.10, indicating a good fit. Besides, the CFI 

value of 0.853 is relatively close to 1, so the model fit is not poor. Given the fact that the chi-

square test is problematic when the sample size is big, with an increasing sample size the chi-

square test null hypothesis is easy to be rejected (Siddiqui, 2013), we think the model showed 

a good fit. 

5. Conclusion and discussion 

The study adds to the understudied area of inter-firm repeat business by examining the 

positive effects of the antecedents of trust on repeat business and the determining & mediating 

role of trust in repeat business based on Dutch and German SME population. The following 

sections discuss the main findings, followed by implications, along with some identified 

limitations and future research. 

5.1 Conclusion 

Repeat business is crucial for the survival and sustainable development for any 

enterprise. When buyers do not have enough expertise in the field of the product they buy, such 

as IT-purchase by non-IT business, the cognitive distance creates uncertainty and complexity 

which deter buyers from investigating in the long term. In this research, based on a large-scale 

survey database, we investigated how SMEs deal with a lack of expertise in ICT-solutions, and 

what are the roles that trust and the antecedents of trust play in this matter. Trust is believed to 
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overcome the perceived uncertainties and risks and facilitate the buyer’s commitment to the 

supplier (Eisingerich & Bell, 2007; Li et al., 2008). Therefore, we expected a positive impact 

of trust on repeat business. Communication, reputation and recommendation are considered to 

be antecedents of trust. The extensive past research has shown that these antecedents are 

positively correlated to repeat business. Considering the positive impact of the established trust 

on the business relationship, we hence expected that the antecedents of trust have a positive 

impact on repeat business and the positive relations are mediated by trust. 

From the results, it is clear that repeat business can be somewhat well explained by trust, 

which is in line with the findings of Eisingerich & Bell (2007) and Hsu et al. (2015). When 

customers perceive high trust on the supplier and the product, they believe the other party will 

behave as expected in the transaction and will not act opportunistically to take advantages. 

Therefore, customers are more willing to build repeat business with trusted suppliers.  

Without including the additional construct of word of mouth, there is both a direct and 

indirect relationship from inter-firm communication to repeat business. Trust partially mediates 

the relation between communication and repeat business. We believe when the buyer and 

supplier are sharing information with each other, communication assists in resolving disputes 

and aligning one partner’s perceptions and expectations towards another business party, hence 

establishing trust between the supplier and the buyer (Etgar, 1979). When trust is present, 

buyers have favorable feelings toward the supplier that the supplier will behave benevolently, 

capably and honestly. There was evidence that communication is related to customer loyalty 

(Ball et al., 2004). So communication facilitates inter-firm relationship and encourages buyers 

to purchase repeatedly from the supplier. Considering the fostered trust by communication, the 
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positive relation between communication and repeat business is hence partially mediated by 

trust. 

Without including the additional construct of word of mouth, our results did not show 

a direct effect of reputation on repeat business but an indirect association fully mediated by 

trust. Qureshi et al. (2009) has similar results. Reputation implies that the supplier is perceived 

to be less likely to act opportunistically and take advantages of the buyer, hence establishing 

trust in the supplier. In the repurchase situation, this positive effect of reputation is knowledge-

based and trust emerges through internalizing the supplier’s desires and intentions (Doney & 

Cannon, 1997). Based on knowledge-based trust, assurances regarding the supplier’s 

benevolence, ability and honesty are fully embedded in future transactions (Qureshi et al., 

2009), hence a fully mediating effect of trust. 

Furthermore, recommendation was not found to be significantly correlated with 

perceived trust and was even negatively associated with repeat business. Our results did not 

show a mediating effect of trust between recommendation and repeat business. One possible 

explanation is that the recommended suppliers usually did not transact with the buyer in the 

past. Considering the time the data was collected, ICT purchase was an innovative action for 

SMEs, especially for those who has little expertise in IT, so those buyers had not conducted 

similar ICT transactions before. For the innovative ICT transaction, buyers therefore needed to 

seek for a new supplier and ask for recommendations from the social network. The more the 

supplier was recommended, the more likely the buyer chose it. Given the fact that there was no 

past transaction history between the supplier and the buyer, recommended suppliers led to 

initial-time transactions. In the post-hoc analysis, we checked the correlation between 
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recommendation and buyer expertise (i.e. buyer’s expertise in IT) and found a significant and 

negative correlation, indicating that the less expertise in IT the buyer had, the more likely that 

the buyer relied on recommendations. The same applies to the negative association between 

recommendation and trust, even though the relation was not significant. Since the buyer 

transacted an initial-time business with the recommended supplier, there were not enough 

transaction histories for the buying firm to believe that the supplier will not act opportunistically, 

leading to lower trust. In the post-hoc analysis, when we removed the buyers who scored high 

on the recommendation variable, recommendation had a significant and negative relation with 

both trust and repeat business. So we believe that recommendation overcomes the lack of trust 

and construct transactions with new suppliers. 

Additionally, we noticed that repeat business is better explained by the additional 

construct of word of mouth endorsement rather than trust. Without the additional construct, 

repeat business was primarily determined by recommendation, communication and trust. With 

the addition, repeat business became primarily explained by word of mouth endorsement, 

recommendation, communication. This shows that the effect of trust was occupied by the 

additional effect of word of mouth leading to the less effect of trust on repeat business. When 

we control the effect of word of mouth, the positive effect of trust became stronger and 

significant on repeat business. This makes sense because word of mouth endorsement refers to 

the customer’s willingness to recommend the current service/supplier to their social network. 

When customers recommend a product to others, they are highly committed to the supplier 

toward the trustworthy service and product. In this sense, word of mouth endorsement reflects 

customer trust. Therefore, the additional construct of word of mouth weakened the significant 
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effect of trust. 

Finally, the data transformation results did not show neither a statistically significant 

difference nor a big prediction power increase between the non-linear best-fitting model and 

the original linear model for the independent variables. Therefore, the robustness of the linear 

relations is supported. 

To conclude, with a good model fit and without the additional construct of word of 

mouth endorsement, trust and communication have a positive impact on repeat business. Trust 

has a fully mediating effect in the positive relation between reputation and repeat business, and 

a partially mediating effect in the positive relation between communication and repeat business. 

While no mediating effect of trust was found between recommendation and repeat business, 

recommendations lead to initial-time business especially for buyers with little expertise in IT. 

The additional construct of word of mouth casts a doubt on the positive impact of trust on 

repeat business, leading to the less significant effect of trust. Therefore, in maintaining a repeat 

business collaborating relationship when the SMEs buyers lack the expertise in ICT-solution, 

inter-firm communication and firm reputation help the buying firm build trust in the supplier. 

Moreover, service/supplier recommendations help overcome the lack of trust and the lack of 

IT expertise, and initiate ICT-purchases with new suppliers. 

5.2 Limitations and future research 

Although the current research provides interesting new insights, there are still some 

limitations that should be taken into consideration. 

One limitation is the construct of the target variable repeat business. Repeat business is 

measured by a binary item asking whether the buyer did business with the supplier in a different 
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way before purchasing this product. In the data, some companies did not have repeat business 

was because that was their first transaction with the supplier in general. We cannot tell whether 

the first-time business will continue in the future and develop into a repeat business. This might 

create bias to the findings. Future research should incorporate the buyer’s willingness to 

transact with the supplier after the current transaction into the target variable. 

Another limitation is that the database is really broad, covering hundreds of variables. 

Even though most of them are related to marketing relationship and transaction characteristics, 

we cannot include all the variables in the research model. In this study, the additional construct 

of word of mouth endorsement shifted the significant effect of trust on repeat business. It is 

likely that there are other control variables resulting in a similar change. Adopting another 

control variable may appear interesting outcomes. 

A final limitation is that not every variable of interest was included in the database. For 

example, no variables related to the personalization of the service from the current supplier 

were measured, but it is precisely noted as an antecedent of trust in Serino, Furner, and Smatt 

(2005). Future research could take personalization into account as an antecedent of trust and 

investigate the changes. 

5.3 Implications 

This research explores what determines repeat business and the role of trust when 

buyers do not have enough expertise in the ICT-solution. First of all, our research showed the 

positive effect of trust on repeat business. Our research attempted to find evidence for a 

mediating effect of trust. Trust has a partially mediating effect between communication and 

repeat business and a fully mediating effect between reputation and repeat business. However, 
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our results indicate that recommendation is negatively related to trust and recommended 

suppliers lead to initial-time business. Our research also provided new insights on the effect of 

word of mouth endorsement as well. We found that word of mouth and trust are strongly 

correlated, and word of mouth endorsement weakened the effect of trust on repeat business, 

leading to the insignificance of trust. 

Outcomes from this research can help to make policies and strategies in business 

construction and establishing a sustainable business relationship between the supplier and the 

buyer. Suppliers should strive to build trust which will enable buyers to continue to buy from 

them. By frequent communications with customers, suppliers can gain more trust from 

customers and therefore persuade customers to be loyal to the supplier; by building firm 

reputation, suppliers can establish more trust with customers hence repeat business. Dealing 

with buyers with little IT expertise, recommendations can help overcome the lack of trust. 

Suppliers may not benefit from establishing a long-term relationship, but it helps suppliers 

reach out to new buyers and start new relationships. Additionally, it might as well be helpful 

for business holders to observe buyer’s word of mouth endorsement behavior for finding loyal 

customers. 
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