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This study explores key antecedents and an outcoimelationship value between manufacturers and
distributors in the tile industry in a transitiorarket — Vietnam. Using a sample of 317 distributorshe
South of Vietham, we found that relationship vakia key factor that drives the performance ofrittistors.

In addition, product quality, information servicesd delivery performance are key factors thatunarthe
value of relationships between manufacturers astlilitors. These findings confirm the role of tielaship
value in transition economies.
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Introduction

It is impossible for firms not to have relationshiwith other firms as they cannot operate in ismtate.g.,
Hakansson, 1982; Nguyen, Barrett, and Nguyen, 20®0&9earch has shown that many firms are moving fro
transactional discrete exchanges to relational ¢@esesan, 1994; Nguyen, et al., 2007). This ibse
loyal customers will bring more profits to firmsatt the price-sensitive and deal-prone switcherofid,
1996). In addition, committed relationships are agidhe most durable because they are difficult for
competitors to understand, to copy, or to displ@ay, 2000). Consequently, scholars and practit®have
agreed that collaborative relationships betweeretsugind sellers represent a source of competitivardage
(Dwyer, Schurr, and Oh, 1987; Morgan and Hunt, 199aga and Eggert, 2006; Cannon and Homburg,
2001). The quality of a business relationship ee concept in research on buyer-seller relatipssihis
has led to several empirical studies which havdoeed the quality of business relationships, nadyadn
advanced economies but also in transition marketsvietham (e.g., Ganesan, 1994; Nguyen et ab720

Vietnam represents an under-investigated transg@mmomy, especially in terms of business relakiss In
1986 the Viethamese government initiated a newa@oanreform program, aiming to transform the ecoypom
from a centrally planned economy to a market-oedreconomy under socialist guidance (Nguyen, 2005).
The movement toward a market-oriented economy bhabqua Vietnamese firms to change their traditional
ways of doing business. Prior to the transformatiba business activities of production and distitn of
Vietnamese firms had been primarily arranged by plening system of the Viethamese government,
minimizing the role of business relationships bemwdirms and their partners. The transformatiorthef
Vietnamese economy has pushed Vietnamese firmisdaméw ways of doing business (Nguyen et al., 2007
Instead of focusing on production and relying om glovernment, Vietnamese firms are now requirethtb
their own markets for their products. Thereforetaléshing and maintaining high quality business
relationships with their partners are importanopties for Vietnamese firms.

For a number of years, the concept of customerevalas been the focus of research attention by many
marketing academics (e.g., Kotler, 2003). In buwsater relationships, the purpose of firms - sugpgli
customers, distributors - engaging in relationshipdo work together in order to create higheueafor all
parties involved (Walter, Ritter, and Gemunden,1306lowever, less attention has been paid to theevaf
business relationships, especially in transitioonecies like Vietnam. Establishing high value relahips
with customers, suppliers and distributors willdga superior value for firms. In addition, emp#iavork is
needed to explore possible antecedents and outaoimekationship value (Ulaga, 2001). To bridgestbap,
this study attempts to investigate key antecedmmisan outcome of relationship value in a transitr@arket,
Vietnam. The key antecedents are product qualifgrination service, and delivery performance, amal t
outcome is business performance of distributor® st of the paper is organized around four kegtpo
literature review and hypotheses; method; datayarsaland results; and, discussion, limitations and
conclusions.

Literature Review and Hypotheses

We propose that product quality, information sesvend delivery performance are key antecedents and
distributor performance is an outcome of relatigmstalue. Figure 1 presents these relationships and
hypotheses graphically.

Relationship value and distributor performance

Value is a core concept in marketing and has attdaattention from both academics and managers alik
(Walter, Ritter, and Germunden, 2001). Creatingesiop customer value is a key to long-term surviaadl
success for every business. There are a numbéiferedt perspectives of customer value in busimeaskets
(Flint and Woodruff, 2001). Traditionally, three rppectives are found in the literature: the buyer’'s
perspective - value creation through products amglices; the seller’'s perspective-value creatiaiough
customer equity; and, the buyer-seller perspectivalue creation through networks (Ulaga, 2001)the
context of this study, we regard relationship vabeeceived by a distributor, as the trade-off betwéhe
benefits and sacrifices gained through the distoitsi relationships with manufacturers (Walter let 2001),
i.e., the buyer’s perspective of value.
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Figure 1: Conceptual model
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As a result of the government’s efforts to libezalithe market, especially after joining WTO in 206@%
Vietnamese market is more competitive. This hasefdrViethamese manufacturers to move from arm’s
length relationships with their distributors to rhucstronger partnerships characterized by greater
interdependence (Nguyen, 2002). Therefore, Vietsamaanufacturers should find ways to establish high
quality relationships through providing their distrtors with high relationship value. Creating such
relationship value is essential for all busineskti@nships such as those between manufacturers and
distributors (Walter et al., 2001; Ulaga, 2001).tiBparties will benefit from high relationship veluFor
example, a distributor perceiving a high relatiopshalue with a manufacturer could be expectedhtndase

the volume of purchases. Similarly, manufactureas create higher value for distributors through the
provision of high quality products and servicesagd, 2001).

Relationship value is expected to have a positiyeact on distributor performance, which can defiagdthe
accomplishments - real and perceived - that hassltezl from the manufacturer-distributor relatiapsh
(Rosson and Ford, 1982: 61). In this study, we $oan distributor performance in dealing with iteaific
manufacturer. A high relationship value perceivedabdistributor leads to efficient transactions hsuas
shortened response time, advantages in logisticegeanent, and marketing programs that contributego
distributor’s efficiency and effectiveness in seryits customers (Cannon and Homburg, 2001; Ngeyeh,
2007). These, in turn, can create a strong marksitipn which will be reflected in the distributser’
performance. When conditions required for a highatienship value are met, the manufacturer or its
distributor (or both) is more likely to be attragtte an existing relationship, and such relatiopsidan be
expected to continue in the future, leading toéased mutual profitability through better underdiag and
servicing of customer needs (Anderson and Weit221Balwani and Narayandas, 1995). Thus,

H1: Relationship value has a positive effect on performance.
Product quality

Product quality is an important factor that drivelationship value in buyer-seller relationshipstie case of
distributor-manufacturer relationships, distribstamaintain relationships with manufacturers in orte
receive high quality, consistent and reliable patsluover time (Ulaga, 2006). High quality products
characterized by durability, reliability, and oth@pduct attributes perceived by consumers are litapofor a
distributor’'s business. Product quality is centralwhat customers are willing to purchase. In thele of
distributing products to end users, distributorgehto deal with customer complaints about the tuaif
products. High quality products supplied by mantifeers will lessen their costs of dealing with dizitors’
customers and, thus, enhance the value of théaredhip (Cannon and Homburg, 2001). Therefore,

H2: Product quality has a positive effect on relationship value.
Information service
Information plays a key role in business relatigpsi{Cannon and Homburg, 2001). In addition to potd

quality, information service provided by manufaensr can create value for their relationships with
distributors. An open and consistent flow of infatron from manufacturers will assist distributors i
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anticipating manufacturers’ future plans, as weltechnological changes in the industry. Threedepects of
information service provided by manufacturers widemtified by Ulaga (2003), i.e., information aadillity,
speed, and appropriateness. Distributors requibenptr responses from manufacturers when needed. They
also require appropriate information. Thus,

H3: Information service has a positive effect on relationship value.
Delivery performance

Delivery performance is another factor that contiés to the value of distributor-manufacturer refahips.
Ulaga and Eggert (2006) studied three aspects lofedg performance, i.e., on-time delivery, flexity of
delivery, and accuracy of delivery. Thus, manufeatsican add value to relationships with theirritigtors

by meeting delivery schedules. Manufacturers alsednto adjust delivery schedules to satisfy their
distributors’ requirements which vary accordingcteanges in market demand. Accuracy of deliverylge a
important to manufacturers who want to add valughi relationship — the right types and quantity of
products ordered will assist distributors in sauinge and effort (Ulaga, 2003). Thus,

H4: Delivery performance has a positive effect on relationship value.

Research method
Sample

A sample of 317 distributors of tile manufacturgrgdo Chi Minh City and in several provinces in thauth

of Vietham - Long An, Tien Giang, Ben Tre, Binh Dwgp and Binh Phuoc - was surveyed via face-to-face
interviews to test the model. The sample includg8 @istributors in Ho Chi Minh City, 17 distributoin
Long An, 17 in Tien Giang, 8 in Ben Tre, 14 in BiBlong and 6 in Binh Phuoc. Four manufacturers were
involved: Dong Tam; Whitehorse; My Duc; and, Tai&ceAmong the 317 distributors, 95 were selling Dong
Tam’s brands, 88 were selling Whitehorse’s braB@syere selling My Duc’s brands, and 75 were sgllin
Taicera’'s brand. Respondents were distributor mensaand/or owners.

Measurement

Product quality was measured by three items addressing the ovegateption of distributors about the
quality of the manufacturer’'s products. These itesese: manufacturer X provides us with high quality
products; manufacturer X meets our quality starslaadd, manufacturer X provides us with reliabledoicts.
Information service was measured by three items focusing on the peooepf distributors about the
manufacturer’s supply of information needed forirtleisiness. These items were: manufacturer Xvisuss
ready when we need information; manufacturer X ey us with appropriate information; and,
manufacturer X responds very fast when we needrirdton. Delivery performance was measured by three
items asking distributors about the manufacturdebvery performance. These items were: manufactire
performs better in meeting delivery due dates; arely have delivery errors with manufacturer X; atte
deliveries from manufacturer X are always accurate.

Relationship value was measured by five items asking distributorautibee value of the relationship between
them with the manufacturer. These items were: agingss relationship with manufacturer A provides u
with the value we expected; we gain more in ourirmss relationship with manufacturer A; our busines
relationship with manufacturer A creates more biéhahan costs; the value created by our business
relationship with manufacturer A is very high; angerall, our relationship with manufacturer A msiaur
business better. These scales were based on Utdggggert (2006). Finallydistributor performance was
measured by three items assessing the performdraistobutors. These items were: our sales gaineah
manufacturer A’s products increased as expected; poofits gained from manufacturer A’s products
increased as expected; and, our market share affa@arer A’s products increased as expected. Tiess
were based on Homburg and Pflesser (2000). Allstarare measured by a 7-point Likert scale, anchloyed
1: strongly disagree and 7: strongly agree.

Data analysis and results
4
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Analysis was undertaken in two steps. First, comdiory factor analysis (CFA) was used to validéte t
measures and then, structural equation modelinijS#as utilized to test the theoretical models. Tata
exhibited slight deviations from normal distributjchowever, all univariate kurtoses and skewnegsgse
within the range of [-1, 1]. Therefore, the maximlikelihood estimation method was used (Muthen and
Kaplan, 1985).

Measurement validation

The CFA results indicate that the measurement maaelived an acceptable f)'f(log) = 240.21 (p = .000);
GFI = .912; CFl = .963; and, RMSEA = .062. All factoadings were substantia (70) and significant (p <
.001). All factor correlations were significanthglbw unity (p < .001) (Table 1). These findings poped
convergent and discriminant validity between thastaucts (Steenkamp and van Trijp, 1991). Furtb#r,
measures satisfied the requirement for composltabiity (Steenkamp and van Trijp, 1991):(product
quality) = .81;p.(information service) = .8&)(delivery performance) = .8p;(relationship value) = .92; and,
pc(distrbutior performance) = .92). Finally, the regg@ment for variance extracted (Fornell and Larck&81)
was also satisfisfiedp,(product quality) = .58p,(information service) = .7Qy.(delivery performance) =
.60; py(relationship value) = .70; ang,(distributor performance) = .79). These CFA restdtgeal that the
measures of constructs used in this study satitfiedequirements for scale reliability and validit

Table 1: Correlations between constructs

Estimate | Standard 1-r t-stat (1-r)
Correlations (N error
Product quality~ Relationship value .37 .073 0.63 8.61
Relationship value- Distributor Performance 73 .082 0.27 3.36
Information service~ Relationship value .66 .080 0.34 4.28
Delivery performance- Relationship value 48 .078 0.52 6.71
Information service~ Delivery performance 45 .077 0.55 7.13
Product quality~ Information service .33 .073 0.67 9.29
Product quality~ Delivery performance .28 .074 0.72 9.70
Delivery performance- Distributor performance 21 .066 0.79 12.02
Information service- Distributor performance A7 .071 0.53 7.53
Product quality~ Distributor performance .38 .072 0.62 8.60

Structural results

The SEM results show that the model received a dgiodod the dataxz[m] = 340.01 (p < .001); GFI = .884;
CFI = .936; and RMSEA = .079. We also found thahgpotheses were supported (p < .001) as folldils:
Relationship value- Distributor performance3(= .70); H2: Product quality. Relationship valuey(= .19);

H3: Information service- Relationship valuey(= .56); and, H4: Delivery performance Relationship value

(y = .23). Table 2 presents the unstandardized estimaf the structural paths and Figure 2 shows the
standardized estimates of the modé#lss also noted that no improper solutions wenenfbin any results of
the tests: Heywood cases were absent and all sthreld residuals were less theh58] .

Table 2: Unstandardized regression weights (Est) Wi standard error (se)

Path Est (se) t-statistic p-value
H1: Relationship value - Distributor performance .81(.070) 11.54 .000
H2: Product quality - Relationship value .27(.078) 3.51 .000
H3: Information service - Relationship value .40(.042) 9.32 .000
H4: Delivery performance - Relationship value .21(.049) 4.20 .000

Figure 2: Structural results (standardized estimats)

Product
quality
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Discussion, Limitations and Conclusions

The focus of this study was on the exploration ey lantecedents and an outcome of relationship value
between manufacturers and distributors in thenid@stry in a transition market — Vietnam. Usingaanple of

317 distributors in the South of Vietham, we fouhdt relationship value is a key factor that drivkhe
performance of distributors. In addition, produaglty, information services, and delivery performoa are

key factors that nurture the value of relationsHiyg$ween manufacturers and distributors. Thesaniysd
suggest several implications for academics as agefractitioners. Overall, the study’s findings faom the

role of relationship value, its key antecedentsl, @mcome in a transition economy.

Relationship value is critical in relationships veeén manufacturers and distributors. A high refeditop

value created by a manufacturer with a distribwtdr improve the distributor's performance, in tesnof

sales, market share and profit, based on the metowéa's products. This will benefit both parti€che

distributor would be more likely to work more closevith the manufacturer, giving the manufacturee t
opportunity to become a key supplier, resultings@veral advantages for the both parties. For exgnyl

working closely together, both have opportunitiessérve their respective customers more effectiasiy

efficiently e.g. to understand and respond moreldyithan competitors to the market, to more rgeddjust

prices over time to match competition, and, torba better position to compete for new businesstaltieeir

early involvement in new product development (Ulagd Eggert, 2006).

The significant impacts of product quality, infortioa service and delivery performance on relatignshlue
allow manufacturers to better assess how they adigevin a relationship with their distributors. iy,
manufacturers should meet their distributor's duadtandards. Manufacturers should also be readgnwh
their distributors need information, and to quickdyovide them with appropriate information. Finally
delivery is also an important determinant of relaship value. Therefore, manufacturers should tiengito
flexibly meet their distributors’ delivery schedsieithout errors or delay.

This study has a number of limitations. Firstly, @y tested the model in one industry, i.e., fleeibdustry.
Other industries may reveal different perspectiviegalue drivers. Therefore, future research shoesd the
model in other industries in order to compare amtrast the similarities and differences among stides.
Secondly, the key informant approach was used im $tudy. Although the key informant approach is
commonly used in organizational research (KumaerrStand Anderson, 1993), other members of the
distributing firms might have different perspectv@nd emphases on value drivers (Ulaga and EQ§6).
Therefore, collecting data from multiple informargsn alternative method recommended for futuseaech.
Finally, this study relies on the hypothetico-detiecapproach. Business relationships of firmgamsitional
economies, due to differences in cultures and en@s) might exhibit some differences in value digve
Therefore, an inductive approach such as groundedry (Strauss and Corbin, 1998) may be a suitable
alternative method to explore relationship valué i determinants in transition economies liketivaen.
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