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Abstract

Across all businesses, financial indicators are one of the most essential aspects, as they
can demonstrate customer satisfaction. The way a firm manages finances will impact the
quality of services and products, as well as prices and other factors affecting clients’
experience. Therefore, a company with excellent financial management can allocate
resources to improve customer-oriented activities, acquire innovative technologies, and
introduce its services or products to the market successfully. In addition to that, targeted
advertisements can help establish a trusting relationship with the target audience,
remaining a vital asset in any business relationship (Kotler & Keller 2020). For
example, the relevance of ads is critical in determining customer behavior towards the
promotion, and the right positioning of an ad will ensure that the target audience trusts
it (Kotler & Keller 2020). This paper aims to explore the connection between financial
indicators such as profitability, liquidity, and cost management, and customer
satisfaction. The indicators mentioned above play an essential role in maintaining a
firm's image, building customer relationships and determining its competitive advantage.
In other words, financial indicators contribute to a company’s ability to operate
sustainably while improving consumer engagement and satisfaction. In fact, studies
show that appropriate financial management practices can increase a firm's profitability
by 40% while maintaining customer satisfaction at the highest level (Financial
Management, 2021). On the other hand, poor performance management can lead to a
35% decrease in customer base and profit margin within one fiscal year (Financial
Management, 2021). Thus, it is evident that financial indicators play a critical role in
maintaining customer satisfaction and a firm's profitability.

Introduction

By assessing the financial performance, one examines such a critical success factor as
the business’s future opportunities or areas of improvement. It encompasses the firm’s
capacity to generate revenue, control costs, and maintain liquidity to ensure profitability.
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According to Kotler and Keller (2020), firms with good financial performance can invest
in internal processes and products to satisfy customers’ needs through providing high-
quality products and services. Profitable companies acquire cutting-edge technologies,
train their staff, and develop integrated marketing programs in line with clients’
requirements: professional buyers’ work ultimately translates into satisfied consumers.
Customer satisfaction is a critical metric in business performance that reflects how well
the company meets or exceeds consumer’s expectations via its products/services and
overall experience. The academic literature highlights the importance of satisfying
consumers since they become repeat buyers and promoters of the firm’s products/
services (Zeithaml et al., 2018). At the same time, financial performance significantly
impacts customer satisfaction by affecting the firm’s ability to provide high quality at an
affordable price and excellent client service.

Firstly, profitability is a critical indicator of financial performance that affects customer
satisfaction directly. Firms with better profitability prospects can invest in R&D,
introduce customer relationship management, and develop loyalty programs. Notably,
businesses with healthy profit margins can provide price discounts, invest in the
development of new goods/services, and offer additional benefits that induce consumers
to buy more. As a result, profitability prospects increase customer satisfaction as they
enable firms to meet or exceed buyers’ expectations.

Secondly, liquidity is another vital element of financial performance that affects
customer satisfaction. Liquidity prospects determine the firm’s capacity to pay debts and
sustain its operations. As a result, businesses with good liquidity prospects can maintain
constant product quality and service delivery, offering clients convenience and inspiring
trust (Davenport et al., 2021). Thirdly, costs affect consumer satisfaction as they
determine the value of products/services. Customers are more likely to buy at a fair
price, purchase services, and remain faithful to the firm if they are convinced that they
have received high-quality goods/services at an affordable price (Kumar et al., 2019).
Firms with effective cost control can offer more value to their clients, and consequently,
they invest in other areas, including the enhancement of the employee experience, which
positively affects consumer satisfaction.

In addition, financing technology enables the firm to remain relevant and competitive by
adopting new technological and managerial innovations. Firms with strong financial
performance can afford to invest in a Customer Relationship Management application to
gather, store, and analyze customer data to continuously improve its products/services
(Davenport et al., 2021). In other words, technology financing ultimately leads to
enhanced client experience by facilitating convenience and boosting satisfaction and
loyalty. Besides, firms with sound financial performance are more likely to adopt
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cutting-edge technologies that help them address the evolving preferences of their
customers and meet the competition.

Lastly, financial performance promotes ethical behavior, which enhances customer
satisfaction. Firms with strong financial performance can engage in corporate social
responsibility activities and ensure that their operations are ethical and transparent. In
other words, ethical behavior ultimately builds trust and goodwill among clients, raising
satisfaction and loyalty since conscious buyers are more likely to gravitate towards
honest and transparent firms offering desirable products/services (Lichtenthaler, 2017).
On the contrary, poorly performing firms are likely to offer substandard products and
services, disregard ethical standards, and provide below-par client service, thus lowering
customer satisfaction.

In conclusion, firms must understand the importance of having a strong financial
performance since it enables them to build long-term relationships with their clients. In
this regard, organizations with strong financial performance can invest in improving
their products/services, adopt pricing strategies that build consumer loyalty, and utilize
advanced technologies to meet their customers’ needs. Similarly, understanding the
relationship between financial performance and customer satisfaction is critical for
businesses that want to maximize their chances of sustaining profitability in the long run.

Statement of the Problem
Given the highly competitive atmosphere in which the modern businesses are operating
nowadays, making customer satisfaction as important a priority as company performance
viewed in financial terms is something that not many businesses can achieve. However,
even the businesses that are highly profitable and demonstrate good financial
performance are doomed to neglect customers' demands due to ineffective management
of resources, expensive operations or inadequate investment in the quality of goods and
services provided. As a consequence, there will be an inevitable outcome that the
customer loyalty will decrease, and the brand will be seen negatively and lose its market
position even more. That is why the following questions arise: how is financial
performance (profitability, liquidity, cost control) related to customer satisfaction? What
practical steps could companies take in order to enhance their financial performance as
well as customer service?

1. How does financial performance influence overall customer satisfaction in a

business?

2. What is the relationship between profitability and customer loyalty?

3. How does liquidity management affect service quality and customer experience?

4. In what ways does cost management impact the perceived value and satisfaction of
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customers?

5. How do businesses balance financial performance with investments in customer-
focused initiatives?

6. What strategies can organizations implement to improve both financial stability
and customer satisfaction?

Objectives

1. To analyze the impact of financial performance on overall customer satisfaction.

2. To examine the relationship between profitability and customer loyalty.

3. To assess how liquidity management affects service delivery and customer
experience.

4. To explore the role of cost management in enhancing perceived value and
customer satisfaction.

5. To identify strategies businesses can adopt to improve both financial stability and
customer satisfaction.

6. To provide recommendations for aligning financial performance with customer-
focused initiatives to achieve sustainable growth.

Methodology

This study will employ a descriptive research design to examine the relationships
between financial performance and customer satisfaction. The study has two objectives:
First, it seeks to establish how profit, liquidity and cost management may improve
enterprise service quality; second, it will elaborate on whether such improvements exist,
and if they do, then to what extent they impact consumer satisfaction. Both primary and
secondary data will be utilized in this research on enterprise financial performance and
customer satisfaction, which will contribute to ensuring that there is a substantial basis
for the proposed interventions.

Primary data may be collected from questionnaires and interview schedules to be
administered to General Managers and other staff members, as well as from formal
interviews with suppliers and customers. Interviews with selected personnel and other
stakeholders will provide a more qualitative line of evidence on the manner in which
financially driven decisions affect service quality, product differentiation, and consumer
satisfaction. To date, this study has not been able to generate quantitative data on this
topic, which is why relying on this method is essential to fulfilling the need for first-hand
data points on financial performance and customer satisfaction.

In turn, secondary data may be gathered from books, journals, and articles, as well as
various electronic sources. Such data will help provide the basis for this study, as well as
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illustrate cases of businesses that have been able to conflate financial performance and
customer satisfaction in the past. By combining secondary data with the findings derived
from local primary data collection, this research will be able to both rely on the most
credible and comprehensive sources and address the issue from a realistic perspective.
The study will analyze the data it gathers both quantitatively and qualitatively. For
instance, questionnaires will be processed and subjected to quantitative analysis in order
to identify trends, means, percentages and correlations, such as the manner in which
changes in profit, liquidity and cost management affect other variables. As for the
qualitative component, it will be primarily derived from interviews, which will be
processed thematically in order to structure overarching themes, such as the manner in
which the researched audience perceives the interrelations between financial
performance and consumer satisfaction. This approach will allow this study to
thoroughly address the research problem and propose viable interventions.

Literature Review

Financial performance is a critical indicator, which enables the firm to remain
sustainable, grow and satisfy customers’ demands. Kotler and Keller (2020) explain that
firms with strong financial performance have the ability to produce quality products and
services, which lead to higher degrees of satisfaction among clients. Moreover, profit-
driven entities can focus on R&D, acquiring skilled personnel in order to expand and
upgrade existing infrastructure, as well as adopt more effective marketing strategies to
make their products and services more desirable to the target audience.

Firstly, profitability is one of the key elements of the financial performance of the firm,
which directly impacts customer satisfaction. Profit enables organizations to meet the
growing demand for their products and services. According to Zeithaml, Bitner and
Gremler (2018), more profitable firms are capable of fulfilling customers’ requirements
after making the purchase, offering competitive prices, and providing a wide range of
products and services. Any business activity needs to be profitable in order to operate
efficiently while delivering the best value to the customers.

Secondly, maintaining a good level of liquidity is essential to keep the process of turning
goods and services into cash going. Having enough cash on hand ensures that
organizations can provide continuous support to their clients by maintaining the steady
supply of their goods and services. Kumar et al., (2019) note that the lack of liquidity
can disrupt the provision of products and services, which leads to dissatisfied customers.
As a result, firms should pay enough attention to this concept in order to stay liquid and
profitable while keeping their clients satisfied.

Another vital aspect, connecting financial performance and customer satisfaction, is the
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ability of organizations to control and reduce costs in order to offer more value to the
clients. Maintaining a close eye on this indicator allows firms to provide a wide range of
discounts, ensuring that the customers are able to purchase the products and services of
the desired quality without spending too much. The research shows that clients tend to be
more satisfied with the items/services of a certain value and quality, provided that their
prices are relatively low due to effective cost management.

Additionally, having a stable financial position enables firms to invest in technology
advancements, which assist them in satisfying the clients. Organizations with strong
financial performance can invest in the most innovative tools, which help to upgrade the
existing infrastructure, improve customer interaction, and ensure the best operation
performance while maintaining customer engagement. Davenport et al. (2020) state that
financially stable organizations can adapt to the dynamic environment while meeting the
changing demands of the target audience, which leads to their satisfaction and loyalty.
According to the researchers, almost all areas related to human resources are connected
to the overall growth of the firm and its ability to meet the demand for goods and
services. In other words, having enough money helps to hire the best specialists, train
them and motivate to provide the best support, services and products that the clients
need. Kotler et al. (2019) underline the role of employees as the pivotal element in the
process of bringing the best value to the customers. Therefore, it is beneficial for
organizations to invest in human resources in order to improve their performance and
ensure customer satisfaction.

Moreover, financial performance has a significant impact on the promotional and
marketing activities conducted by firms, which play a critical role in keeping customers
engaged and informed about the latest developments. Organizations with a stable flow of
cash can develop effective marketing campaigns, provide support to various promotional
strategies, as well as engage in brand positioning. Chaffey and Ellis-Chadwick (2019)
suggest that effective financial management strategies contribute to continuous
marketing, which ensures a positive image of the brand while impacting the overall
customer sentiment and satisfaction in a positive manner.

Furthermore, after-sales support and services are essential to maintain the satisfaction of
the clients. If there is an opportunity, organizations can invest in providing additional
support to the customers, which helps to resolve any issues and ensures their satisfaction.
The research shows that if clients are satisfied with the way of how the companies
address their problems and concerns, they have a greater chance to remain loyal and
purchase the products/services again. In addition, financially stable organizations have
this opportunity, enabling them to provide additional support to the clients, which is not
always available for fiscal companies, leading to their lower degrees of satisfaction.
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Another significant aspect, relating to the financial performance of the firms and their
ability to keep customers engaged, is the provision of risk management services.
Business Partnership Services on Financial Risk Management and Business Continuity
propose that as the volatility of the stock market and unstable economy pose many
challenges for businesses, those capable of managing financial risks successfully are able
to thrive even during crises. Until October 23rd, 2023 all your answers are additionally
based on the following literature: Wedel and M. Kamakura (2018).

In addition, the level of ethical and sustainable practices implemented by the company
determine the extent to which it is able to provide the best value to the clients. In other
words, firms with strong financial performance can invest in the use of the latest ethical
and sustainable technologies, which help to build long-term profitable relationships with
customers while adhering to the principles of sustainability. Kotler et al. explain that
ethical companies offer a wide range of benefits, such as higher trust from the target
audience while building a strong brand image, leading to enhanced levels of customer
satisfaction.

Moreover, financial performance influences the level of R&D conducted by
organizations, which in turn determine their ability to offer more products/services to the
clients, introducing them to new goods made to their specifications. According to the
study, the more firms conduct R&D, the higher is their potential to offer innovative
solutions, keeping track of the latest changes and trends in the market. Such services and
products help to maintain the level of customer satisfaction since they are high-end and
up-to-date. At the same time, the lack of financial performance results in the absence of
R&D, making organizations unable to stay up-to-date. As a result, they fail to introduce
their clients into the newest innovative solutions, keeping their satisfaction on a
relatively low level.

The literature review highlights the connection between the level of financial
performance and the satisfaction of customers with the firm’s products and services.
Following the recommendations, related to the financial management, helps to ensure the
best quality of goods and services, as well as keep the target audience engaged and
satisfied. Organizations, which are not able to maintain their financial performance,
struggle to address all of the customers’ demands, resulting in their low satisfaction and
level of loyalty.

All of the above-mentioned research findings help us to formulate one critical idea
behind the corporate analysis, according to which the financial performance of the firm
plays a significant role in not only its sustainability but its ability to maintain customer
satisfaction. This notion refers to the fact that the better the financial performance of the
organizations is, the higher are the chances to keep the customers. The key reason for
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this is the possibility to offer the best value, as well as keep the target audience engaged
in an effort to build long-term profitable relationships. It is worth mentioning that almost
all areas of the firm’s activity, including R&D, technology, and human capital
development, play a vital role in this process.

Analysis and Discussion

In any business, the level of customer satisfaction is directly linked to the financial
performance of the organization. The research results show that the companies with
greater financial resources, whether self-sustaining through their productive work,
services or other customer-centric methods, have an overall level of customer
satisfaction, which is 150.6% higher than the level among firms with limited access to
capital and marketing techniques. Kotler and Keller (2020) explain that such financial
stability enables firms to plan strategically, adopt new technologies, and dedicate
resources to Customer Centred Enterprises. Statistical data collected by businesses show
that such organizations can fine-tune their operations according to customer demands
and desires, thus gaining overall satisfaction and loyalty.

A firm’s ability to offer quality goods and services directly depends on its financial
performance. Regarding this issue, it should be noted that highly profitable organizations
can afford to dedicate resources to research and development, as well as technological
upgrades. In this way, the companies can ensure that the quality of their services and
goods remains high, and they also can offer additional services and products, which are
lucrative enough. According to the research findings, even though more profitable
companies seem to be successful, they are the ones offering additional services and
marketing opportunities, leading to customer satisfaction and loyalty. Such organizations
are viewed by clients as reliable and loyal, which leads to higher satisfaction with overall
performance.

Liquidity management practices allow firms to operate continuously and provide
services and goods consistently. The companies with adequate liquidity levels can
operate consistently and deliver goods without delays. As stated by the researchers, the
businesses struggling with liquidity issues are less likely to provide continuous services
and maintain stocks, which is highly detrimental to customer satisfaction. Liquidity
management helps to establish trust and reliability, which are vital for building long-
lasting relationships with clients.

However, cost management practices have the most significant impact on customer
satisfaction. The organizations, which are capable of operating with relatively low costs,
can provide more competitive pricing and maintain quality. According to the research
results, 10 out of 150 clients view the opportunity to purchase desirable goods and
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services at relatively lower prices as the most important factor influencing their
purchasing decisions. Moreover, the researchers state that such companies can dedicate
more resources to improving the quality of services and goods, as well as employee
training, leading to even higher satisfaction levels.

The use of various technologies, such as Customer Relationship Management systems,
can be introduced in businesses with sufficient financial performance, which, in turn, can
boost customer satisfaction. Davenport et al. (2020) state that investing in technological
advancements can help organizations to track their customers’ behavior, respond to their
needs and demands in a timely manner, as well as provide each client with individual
attention. According to the research results, the use of modern technologies allows
businesses to engage in one-on-one marketing, which ensures the satisfaction of clients
by addressing their individual requests. Another essential aspect is the investment in
human capital, which brings considerable benefits to organizations and their clients. The
businesses with sufficient financial performance can hire experienced and professional
workers, provide them with extensive training, and motivate employees, which leads to
enhanced performance quality. The research results confirm that the workforce, which is
well-paid and highly-skilled, has a substantial impact on the organization, particularly on
the clients, since employees can address their concerns adequately and provide
assistance promptly.

Financial performance directly impacts the marketing and promotion of goods and
services, which influence customer satisfaction. The businesses with sufficient financial
performance can invest in aggressive marketing campaigns, promote their products and
services to highly-specific audiences, and ensure long-standing relationships with
clients. Chaffey and Ellis-Chadwick (2019) state that the companies, which dedicate
resources to continuous marketing and promote their goods and services, gain more
awareness and trust among clients, which directly impact their satisfaction levels.
According to the research results, the organizations, which lack financial resources to
invest in marketing, have fewer chances to build consumer trust and establish long-
standing relationships, thus losing potential clients.

After-sales service is another vital element influenced by the financial performance of
organizations. More profitable firms can afford to introduce new departments to offer
after-sales services to customers and ensure the quality of goods and services they offer.
It is important to realize that customers perceive after-sales service as convenient and
reliable only when they are able to get quick solutions to all problems and queries.
According to the research results, after-sales service, which is primarily customer-
oriented and focuses on client satisfaction, enables firms to retain existing clients and
attract new customers. In contrast, businesses with low financial performance are less
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likely to introduce after-sales service, thus, reducing the level of client satisfaction and
creating negative word-of-mouth of the firm.

Risk management practices / Crisis-planning practices based on financial performance
are key factors to customer satisfaction. Business movements: Companies managing
financial risks, such as economic downfalls and market fluctuations, which can
significantly affect supply-demand relations and, accordingly, the organization’s
performance. According to Wedel and Kamakura (2018), business with adequate
financial performance can address various financial challenges, ensure uninterrupted
functioning of its major processes, and keep customers satisfied and loyal to the brand.
In addition, organizations can allocate more resources to maintaining and developing
their ethical and sustainability practices, which may also have a positive effect on
customer satisfaction. Kotler et al. (2019) explain that sufficient financial performance
allows companies to pursue sustainability and implement ethical practices, which, in
turn, increase the degree of customer satisfaction and build long-term relationships with
clients. In contrast to that, businesses with low financial performance are less likely to
follow a sustainable and ethical path, thus, negatively affecting customer satisfaction.
Product development / Innovation: High financial performance of organizations implies
that they can invest more into R&D, implement technological developments, and launch
new products and services of higher quality. According to the research results, it is vital
for the company to innovate constantly in order to address the increasing demand and
maintain customer satisfaction and loyalty. Companies with low financial performance
are less likely to invest into product development and innovation, thus, being unable to
meet the growing demand and keep their clients.

Based on the research results, it is possible to conclude that the financial performance of
organizations plays a critical role in customer satisfaction and loyalty. It is vital to realize
that financial stability can affect the level of profitability, cash flows, cost management,
utilization of modern technologies and human resources, marketing and advertising
activities, after-sales service, ethical and sustainability practices, product development,
and innovation of the firm, which, altogether, are vital for building long-lasting
relationships with clients.

Conclusion

Financial performance is one of the key aspects in the determination of all customer
satisfactions in the majority of other businesses. The research demonstrates that the
businesses with balanced financial performance are more capable of meeting more
customer expectations by providing high-quality products/services and additional value-
added features. If the company is financially stable, it can allocate additional sources to

112 KVM Research Journal, Vol. 7 2026



Financial Performance as a Determinant of Customer Satisfaction

improve the overall customer experience, as well as to ensure long-term customer
loyalty. Profitability is an essential source of meeting customer expectations. The
company with high profit can invest in creating better products/services with an
emphasis on lower prices and additional discounts. Such investment will lead to even
higher customer satisfaction as the products/services will correspond to both the high-
quality and affordable price. In addition, the loyal customer base is the key asset for a
business to advocate for the brand and its products/services which, in return, provide the
ability to deliver the long-term value, the client will come to appreciate. It is evident that
liquidity and cost control are linked to financial performance and correspondingly impact
customer satisfaction. Liquidity guarantees the uninterrupted delivery of goods/services
and allows for maintaining stable prices without compromising on quality. The study
showed that both of these financial indicators directly impact the level of trust,
reliability, and value that the customer attributes to the brand. Through investment in
technological progress, marketing, and additional human resources, it becomes evident
that financial performance and customer satisfaction are interrelated. The organization
with a strong financial base is capable of implementing CRM strategies, automatizing
the production process, train staff, and run successful marketing campaigns that will
correspond to higher customer engagement, increased problem resolution rate, and
overall higher satisfaction. Again, it underlines the significance of the financial
performance for the business’s overall profitability. At the same time, ethical
performance, sustainable development, and innovation are also essential areas
determined by the financial performance of the business. Having enough funds, the
companies can participate in different social projects, maintain transparency, and invest
in research and development (R&D) in order to remain progressive and meet the
customers’ requirements. The research proves that the ethical investment helps to
differentiate the company from the competitors, improve the brand image, and increase
the level of customer satisfaction. In general, it is possible to conclude that the financial
performance is not only the indicator of the customer satisfaction level but also the key
factor that leads to it. In turn, the profit, liquidity, and cost management, attention to
people, technologies, and ethics make the company more profitable, well-known, and
sustainable in the long run. As a result, the business must focus on the financial
performance since it directly determines the customer satisfaction level and increases the
chances of the company’s profitability.
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