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and Eggert’s (2006) study

Abstract

Purpose - Ulaga and Eggert (2006a) examined a framework of relationship value in business 

markets. The current research replicates this study to show that relationship benefits are more 

important than relationship costs when it comes to choosing a main supplier. This research 

also extends the original study by hypothesizing that the development of relationship value 

has a positive impact on relationship marketing outcomes, thus providing evidence of the 

nomological validity of the original scale.

Design/methodology/approach – The study used empirical data from purchasing managers 

in manufacturing firms in the UK. The research instrument was a structured questionnaire. 

The study adopted a close replication to Ulaga and Eggert (2006a) using a rather similar 

context and methodology for comparison reasons. 

Findings – Relationship benefits are more important than relationship costs when it comes to 

choosing a main supplier. Cost competitiveness is a necessary but not sufficient condition to 

differentiate in business markets. Value dimensions relate significantly to relationship 

marketing outcomes, providing evidence of the nomological validity of the original scale.

Research limitations/implications - Given the dynamic nature of the relationship value 

construct, future longitudinal research could offer useful insights on how value is created 

over time.   

Practical implications – Although internal cost reduction, which can ultimately lead to price 

reduction, should not be ignored, suppliers should focus on creating value through personal 

interaction, service quality, product enhancements and delivery efficiency. 
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Originality/value – The findings provide support for Ulaga and Eggert’s (2006a) 

conceptualization, indicating that relationship value is not merely a theoretical construct 

viewed on a high level of abstraction but rather can also be empirically measured. 

Keywords: relationship value, relationship marketing, business-to-business markets, 

replication

Paper Type: Research paper
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1. Introduction

There has been an increasing recognition among scholars and practitioners that the 

development of superior customer value can be a source of differentiation in business 

relationships. As relationship marketing became popular and there was a common belief that 

relationships were important, the discussion of customer value started to shift from the value 

of the objects of exchange in relationships (products/services) to the value of the relationships 

themselves. Ulaga and Eggert (2006a), in their seminal work, conceptualize relationship 

value as a trade-off between the benefits and costs involved in an exchange, distinguishing 

between three levels at which these drivers operate (i.e., core offering, the sourcing process 

and customer firms’ internal operations). They found that service support and personal 

interaction are the core differentiators. They also found that price shows the weakest potential 

for differentiation. This approach casts value creation in terms of customer perception; that is, 

value lies in the “eye of the beholder”, and its roots can be found in the service quality 

literature (e.g. Parasuraman et al., 1991). Consequently, as customers’ needs and preferences 

evolve, the dimensions that drive value creation and/or their relative importance are also 

likely to change over time. This partially explains why, to date, there is no general agreement 

among researchers on what value creation in business relationships actually involves. This 

lack of consensus in the customer value literature calls for replications of the Ulaga and 

Eggert (2006a) conceptualization of relationship value. 

This article therefore has two purposes. First, it replicates Ulaga and Eggert’s (2006a) 

study, using their research instrument in a comparable but different context. In line with their 

article the study analyses the psychometric attributes of the relationship value measure and 

assesses the relative importance of its dimensions. Second, this study attempts to answer the 

call from Ulaga and Eggert (2006a, p. 133) that “integrating value into the nomological 

network of relationship marketing remains a promising opportunity for further research.” The 
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study extends Ulaga and Eggert’s (2006a) study by testing the linkage between relationship 

value and the relationship marketing outcomes of customer loyalty and customer business 

performance. This finding not only provides support for the underpinning of Ulaga and 

Eggert’s (2006a) study that value creation suggests sources of competitive advantage in 

business relationships, but also complements the literature on relationship marketing by 

providing insights into the research question: what customer-focused outcomes are most 

affected by customer relationships (Palmatier et al., 2006)? 

The study uses data from 228 purchasing managers in manufacturing firms in the UK. 

Data analyses include structural equation modeling (SEM) and fuzzy-set qualitative 

comparative analysis (fsQCA). While SEM focuses on studying the net effects of individual 

antecedents on the dependent variables, fsQCA enables examination of different 

configurations of conditions that give rise to the outcome under investigation and allows 

identifying the necessity and sufficiency of the independent variables for the outcomes of the 

study (Ragin, 2008). 

We believe that our study contributes to the emerging literature on customer value in 

business relationships. From a theoretical perspective, the study provides further evidence 

that Ulaga and Eggert’s (2006a) conceptualization suggests a reliable and comprehensive 

measure of relationship value in business markets. This is important because studies of 

customer value assessment in business markets remain scarce (Lindgreen et al., 2012; 

Keränen and Jalkala, 2013). This is probably due to the subjective nature of the concept of 

customer value (Vargo and Lusch, 2008) and because, often, value creation is realized only 

after a long period of time (Tuli et al., 2007). In addition, the current study responds to calls 

to test for nomological validity (Ulaga and Eggert, 2006a; 2006b) by examining the links 

between relationship value and relationship marketing outcomes. The study confirms that 
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relationship value suggests a strong antecedent of relationship effectiveness and proposes that 

relationship value should be included when building relationship models. 

From a methodological perspective, the current study attempts a ‘close’ replication of 

the Ulaga and Eggert (2006a) work, using the same research instrument in a comparable 

context to test for the robustness of the proposed model of relationship value (Hubbard and 

Armstrong, 1994). Also, considering that the findings can be viewed within the “boundary 

conditions”, the realistic setting where statistical effect occurs (Babin et al., 2016), replicating 

the Ulaga and Eggert (2006a) study in a similar context provides further assurance of the 

generalizability (Hubbard and Lindsay, 2013) and practical relevance (Yang and Lynn, 2014) 

of the results of the original study. In addition, the study extends the original study and 

increases its application beyond merely the existing conceptualisation. Our empirical method 

enabled us to compare and contrast the results of the extension of Ulaga and Eggert (2006a) 

in a rigorous fashion. While the primary method, SEM, allowed us to test the effect of the 

relationship value on the outcomes of customer loyalty and customer business performance, a 

secondary analysis using fsQCA supported our initial results. 

From a managerial perspective this study offers insights for managers on how to assess 

which value drivers suggest a stronger base for differentiation in business relationships. In 

other words, which value drivers are key and which are not-so-important to achieve 

successful customer relationships and differentiate in the market. This is important for firms 

when developing relationship strategies for improved performance and/or cost savings.

The remainder of the paper is organized as follows. First, the theoretical background of 

the study is presented. Then, the research model and research hypotheses are developed. The 

methodological approach of the study follows. The analysis of the data and the testing of the 

hypotheses are then presented. The final sections present the discussion and implications of 

the research findings, the limitations of the study and suggestions for future research.
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2. Literature review

2.1. Relationship value in business markets

The concept of customer value is increasingly seen as a source of competitive 

advantage (Kumar and Reinartz, 2016; Woodruff, 1997). In business markets, in particular, 

customer value is argued to be the cornerstone of marketing management process due to the 

predominant role that functionality or performance plays in business markets (Anderson et al., 

2009). Even though customer value in business-to-business markets has been conceptualized 

under different perspectives (for a review, see Sullivan et al., 2012) prior research has 

identified a number of key characteristics. Specifically, customer value is subjective, based 

on customers’ perceptions of value rather than what the firm objectively determines as 

‘value’ in a certain product/service offering (Payne et al., 2017; Vargo and Lusch, 2008). 

Value creation is not limited to single transactions but also involves all benefits acquired and 

costs incurred by customers during their collaboration with a supplier (Ritter and Walter, 

2012; Grisaffe and Kumar, 1998). In addition, value perceptions are relative to competition 

(Gale, 1994). In brief, customer value can be generally defined as the trade-off between the 

benefits (‘what you get’) and the sacrifices (‘what you give’) in an exchange (Zeithaml, 1988; 

Ulaga and Eggert, 2006a, 2006b).

Following these findings about what customer value involves and focusing on its 

implications for relationship marketing, Payne and Holt (1999) argued for the need to 

consider customer value from the viewpoint of relationship marketing. This approach is 

described as ‘relationship value’. There has been an increasing interest in conceptualizing and 

measuring the value of buyer-seller relationships in business markets over the years 

(Lindgreen at al., 2012; Biggemann and Buttle, 2012; Ravald and Grönroos, 1996; Lapierre, 

2000; Sánchez-Gutiérrez et al., 2019; Anderson and Narus, 1998; Walter et al., 2001; Ulaga, 
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2003; 2011; Ulaga and Eggert, 2005; 2006a; 2006b). The central idea in this research has 

been that the economic consequences of relationships (benefits and costs) can be driven by 

relational aspects that go beyond traditional product/service transactions, such as personal 

interaction and communication flows (Corsaro and Snehota, 2010). In other words, the value 

of a relationship is more relation-specific than transaction-specific (Corsaro and Snehota, 

2010; Hakansson, 1982; Gadde and Snehota, 2000).

The concept of relationship value is exemplified by the works of Ulaga (2003) and 

Ulaga and Eggert (2005; 2006a), who have suggested that relationship value in a business 

relationship is a multidimensional construct that goes beyond the price vs. quality trade-off. 

Although the literature provides no consensus on a single definition of relationship value 

(Baxter, 2009), there is general agreement that relationship value is distinct from product 

value (Grönroos, 2011; Ravald and Grönroos, 1996; Ulaga and Eggert, 2006a; Wagner et al., 

2010; Corsaro and Snehota, 2010). While product value focuses on the exchange object and 

the practical utility of an offering, relationship value focuses on the additional benefits and 

sacrifices arising from the interaction between the two parties that are beyond product-related 

issues. Our understanding of customer value in business markets has evolved from objects of 

exchange towards a more complicated, holistic view of interactions (Grönroos and Helle, 

2012; Lindgreen et al., 2012). This is also noted in the more managerial literature, where 

studies have pointed out that business-to-business firms, due to the complexity of their total 

offering, require specific processes and tools to assess and communicate the value created for 

customers (e.g. Oström et al., 2010; Ulaga and Reinartz, 2011). In this context, relationship 

value has emerged as a particularly relevant paradigm to understand better the value of 

buyer–seller relationships in business markets (Biggemann and Buttle, 2012; Corsaro and 

Snehota, 2010; Lefaix-Durand et al., 2009). 
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Different perspectives on relationship value have been proposed in the literature, 

capturing a wide range of factors, both ‘tangible’ (e.g. economic or utility-related factors) and 

‘intangible’ (e.g. factors related to strategic, social or behavioural value) (c.f. Anderson et al. 

1993; Wilson and Jantrania 1994; Walter et al., 2001; Baxter and Matear, 2004; Biggemann 

and Buttle, 2012). The most comprehensive, to the best of our knowledge, attempt to 

conceptualize and operationalize the construct of relationship value in business markets is the 

work of Ulaga and Eggert (2006a), which suggests the focus of this study. Ulaga and Eggert 

(2006a) classify the relationship benefits and costs across the three levels on which these 

drivers operate (i.e., the core offering, the sourcing process and the customer firm’s internal 

operations). 

The previous discussion illustrates the meaning of the relationship value in business 

markets and the complexity of its assessment. Despite its relevance, however, very few 

studies have attempted to operationalize relationship value based on a psychometrically 

sound methodology (Barry and Terry, 2008; Biggemann and Buttle, 2012). There is therefore 

need for research that reveals the construct’s nomological structure along with its outcomes 

(Ulaga and Eggert, 2006b; Barry and Terry, 2008; Macdonald et al., 2016; Santos et al., 

2018). Moreover, due to the subjective nature of the concept of value (Vargo and Lusch, 

2008), more research is needed about how value is created over time in business relationships 

(Munksgaard and Frandsen, 2019). This is particularly important nowadays as customer 

perceptions and assessment of value drivers can also change by the evolution of the business 

environment that alter the levels and way of communication and cooperation in business 

relationships (Salo, 2017). Firms should adapt their marketing strategy and reallocate their 

marketing investments during recessionary periods. Empirical studies from previous 

recessions suggest that companies who continue their marketing efforts during a recession 

will see significant benefits, yet the majority of firms respond a recession by either cutting or 
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reallocating their marketing investments (Srinivasan et al., 2005; Gulati et al., 2010). This 

reallocation includes a better integration between sales and marketing functions and the shift 

from traditional marketing to online marketing, including a rise in the social media from 

business-to-business firms (Rollins et al., 2014). The business environment seems to have 

substantially changed since the Ulaga and Eggert (2006a) study. The business-to-business 

exchanges are characterized by an increasing role of digitalization and an increased 

complexity, which can affect the nature and relative importance of the value drivers in 

business markets. There are therefore calls for more complex types of empirical investigation 

such as longitudinal and replication studies that provide more confidence on the aspects of 

relationship value that have emerged from previous studies (Ulaga and Eggert, 2006a; 

Wagner et al., 2010; Biggemann and Buttle, 2012). Motivated by and building on the above 

research and the recent thinking on relationship value assessment, the intent of this study is to 

replicate the Ulaga and Eggert (2006a) conceptualization of relationship value and explicate 

the linkages between relationship value and firm customer-focused performance outcomes. In 

the following section we present the hypotheses of the study.

2.2. Hypotheses and research model

Ulaga and Eggert (2006a) used empirical data from a study among purchasing 

managers of US manufacturing firms and proposed two main hypotheses, which we adapt to 

a similar research context in the UK. Ulaga and Eggert (2006a) hypothesized that relationship 

value can be operationalized as a higher-order formative construct and proposed a number of 

value drivers that serve as key differentiators in business markets. Ulaga and Eggert (2006a) 

found support for these hypotheses. We also extend Ulaga and Eggert’s (2006a) work by 

examining the effect that relationship value has on customer loyalty and customers’ business 

performance (see Figure 1). 
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2.2.1. Replicated Hypotheses

The concept of relationship value is exemplified by the works of Ulaga (2003) and 

Ulaga and Eggert (2005; 2006a), who have suggested that the relationship value in a business 

relationship is a multidimensional, second-order construct including dimensions of benefits 

and costs that reach beyond a trade-off between quality and price. 

Drawing on Cannon and Homburg (2001), who recognized that reducing costs in 

exchange is a key source for creating value in business relationships, Ulaga and Eggert 

(2006a), in their seminal work, proposed a differentiation between benefits and costs as key 

drivers of value creation, as well as three levels at which these drivers operate (i.e., the core 

offering, the sourcing process, and the customer firm’s internal operations). Key drivers of 

relationship value in business markets have emerged as the dimensions of product quality, 

delivery performance and direct product costs at the level of a supplier’s core offering; 

service support, personal interaction and acquisition costs in the sourcing process; and 

supplier know-how, time to market and operations costs at the level of the customer’s 

operations.     

The literature provides no consensus on whether relationship value should be modelled 

using reflective or formative measures (for a review, see Baxter, 2009). Based on the results 

of their grounded theory study, Ulaga and Eggert (2006a) adopted a formative measurement 

approach. Ulaga and Eggert (2006a) considered this approach more appropriate as the 

dimensions are assumed to cause the higher-order constructs (not being caused by them, as 

the reflective models approach suggests), having little correlation between them. Indeed, a 

supplier may excel on product quality but score low on delivery performance. Specifically, 

Ulaga and Eggert (2006a) propose a formative third-order measurement model of relationship 

value which has two second-order drivers, relationship benefits and relationship sacrifices. In 

turn, each of these second-orders drivers is defined by several first-order drivers. Relationship 

Page 10 of 47

http://mc.manuscriptcentral.com/jbim

Journal of Business and Industrial Marketing

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60



Journal of Business and Industrial M
arketing

11

benefits have three first-order drivers, named core benefits (formed by product quality and 

delivery performance), sourcing benefits (formed by service support and personal interaction), 

and operations benefits (formed by supplier know-how and time to market). Relationship 

costs have three first-order drivers, named as direct product costs, acquisition costs and 

operations costs.  

Building on the above, Ulaga and Eggert (2006a) examine two main hypotheses 

regarding the measurement and dimensions of relationship value, which we adapt to our 

context as follows: 

H1: Relationship value is operationalized as a higher-order formative construct

H2: The proposed value drivers (i.e. two key dimensions of value creation - 

benefits and costs - operating at three levels - core offering, sourcing and internal operations) 

serve as key differentiators in business markets

2.2.2. Additional Hypotheses

In addition to retesting Ulaga and Eggert’s (2006a) hypotheses, we attempt to extend 

their study by testing the impact of relationship value on the relationship marketing outcomes 

of customer loyalty and customers’ business performance. Central to Ulaga and Eggert’s 

(2006a) reasoning, buyer–seller relationships are embedded in complex networks of 

relationships and hence relationship value should be examined within the network of 

relationship marketing. Building from this, the extension to Ulaga and Eggert (2006) provides 

more research directed to the embedded context within which dyadic business relationships 

take place, a research direction that adds to our understanding of the construct of relationship 

value. Much of the previous research has provided evidence that relationship value is an 

antecedent to loyalty and performance in business markets (e.g. Wagner and Benoit, 2015; 

Ulaga and Eggert, 2006b; Wagner et al., 2010; Casidy and Nyadzayo, 2019; Olaru, Purchase, 
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and Peterson, 2008; Song et al., 2012; Lam et al., 2004). However, these studies, mainly for 

efficiency reasons, typically operationalize relationship value as a unidimensional construct. 

This approach, even though methodologically sound, fails to sufficiently incorporate a 

holistic, multi-dimensional conceptualization of relationship value in models of business 

relationships. Considering this gap in the literature, Ulaga and Eggert (2006a) called for more 

research into integrating value into the nomological network of relationship marketing. This 

is therefore an area which lacks empirical investigation. In line with the Ulaga and Eggert 

(2006a) central idea of differentiation in the market through relationship value development, 

the testing of whether relationship value relates to loyalty and performance provides further 

evidence of the nomological validity of the original scale and adds to the discussion of which 

performance outcomes are most influenced by customer relationships. On a more general 

level, the testing of this additional hypotheses will add to the generalization of the proposed 

relationship value within the context of relationship marketing in business markets (Hunt, 

1991) and further develop relationship value as a marketing discipline. Therefore:

H3: Relationship value has a positive effect on customer loyalty

H4: Relationship value has a positive effect on customers’ business performance

3. Method

3.1. Design

Data were collected by means of a structured questionnaire distributed to purchasing 

managers in UK manufacturing firms. A random sample of 1000 companies was obtained 

from a commercial list provider, ranging from small enterprises to multibillion companies. 

The sample consisted of firms in a large variety of industries, such as machinery and 

equipment, chemicals, metal products, food, mineral products, plastic products and electrical 

equipment. Consistently with Ulaga and Eggert (2006a), this study focuses on senior-level 
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managers. A cover letter and questionnaire were sent to the head of the purchasing unit. The 

cover letter and survey directions indicated that the survey should be answered by a 

“VP/Director/Purchasing manager” or be forwarded to someone familiar with how the firm’s 

purchasing decisions were made. The respondents were asked to compare their main supplier 

with the second supplier. Firms not responding after three weeks were mailed a follow-up 

letter and another questionnaire. A total of 228 completed and usable questionnaires were 

returned, a 23% response rate. Early and late respondents were compared to assess non-

response bias via a t-test of difference in means (Armstrong and Overton, 1977). No 

differences were found between the two groups, suggesting that non-response bias was not a 

problem in our study. Table 1 presents the description of our sample.

Concerning the survey instrument, Ulaga and Eggert’s (2006a) items were used to 

measure relationship value. To test the additional relationships proposed by this study, two 

further constructs were specified: expectation of continuity, which captures loyalty, and 

customers’ business performance (relative to competitors). Appendices A and B list the items 

used in the survey. Face validity was refined by asking five academics and five practitioners 

to assign items to constructs.

TABLE 1 AROUND HERE

The statistical methods used to test our hypotheses were structural equation modeling 

(SEM) and fuzzy-set Qualitative Comparative Analysis (fsQCA). SEM using the Amos 

software program was used to offer insights into the net effects at both the replication and 

extension phase of the study. Subsequently, to check the results and consider other possible 

paths for relationship value dimensions to relate to performance outcomes, the data were 

again analyzed using fsQCA (Ragin, 2008). The aim was to compare and contrast the SEM 

results with those of fsQCA.  
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FsQCA differs from regression-based statistical techniques in important ways. First, 

fsQCA allows the assessment of asymmetrical relationships among causal conditions. 

Second, fsQCA admits equifinality, which means that multiple paths or solutions may 

produce the same outcome. Third, fsQCA embraces causal complexity, which means that not 

all conditions must be present for the outcome to occur; different combinations of causal 

conditions may lead to the same outcome. While SEM, as a correlational method, analyses 

symmetrical relationships between antecedents and outcomes, the focus of fsQCA is on 

connections expressed in terms of necessity and sufficiency (Ragin, 2008; Woodside, 2013).

3.2. Measures properties

The psychometric attributes of the relationship value construct were compared to the Ulaga 

and Eggert (2006a) study. First, consistently with Ulaga and Eggert (2006a), this study 

conceptualizes relationship value as a higher-order formative construct rather than a 

reflective construct. Following Jarvis et al.’s (2003) and Diamantopoulos et al.’s (2008) 

recommendations for specifying second-order formative factor models, we used a composite 

latent construct of relationship value and assumed the higher-order construct as a composite 

of its dimensions (i.e., formative first-order, formative second-order model). The items of 

relationship benefits were submitted to confirmatory factor analysis using Amos to assess the 

unidimensionality of each item to its first-order dimensions of core benefits, the sourcing 

process and customer operations, which Ulaga and Eggert (2006a) identified. All formative 

indicators exhibited reliability (Cronbach’s alpha >.7) (Nunnally, 1978). The average 

variance extracted by each measure exceeds .5, which demonstrates convergent validity 

(Fornell and Larcker, 1981). Discriminant validity was also established, since the average 

variance extracted by each construct is higher than the squared correlation between that 

construct and all other constructs in the study (Fornell and Larcker, 1981). Having 
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established the reliability and validity of the measures, summated scales were created for the 

benefit dimensions (measure properties are available on request).

Consistently with Ulaga and Eggert (2006a), relationship costs were assessed based 

on three formative dimensions: direct product costs, acquisition costs and operations costs, 

following Cannon and Homburg’s (2001) classification. Summated scales were created for 

the respective cost dimensions. 

To achieve identification with formative indicator models, the study constrained the 

path in each formative construct to one and included two reflective indicators for relationship 

benefits (RB1, RB2), as well as two reflective indicators for relationship costs (RC1, RC2) 

(Jarvis et al., 2003). Following Jarvis et al.’s (2003) recommendations for choosing reflective 

indicators for identification, items were chosen that captured consumers’ overall evaluation 

of the formative constructs of relationship benefits and costs.

3.3. Replication considerations

Lindsay and Ehrenberg (1993) argue that with “close replication” differences between two 

studies are not expected to produce different results; with “differentiated replication” 

differences are expected to affect the data in a different way from the original replicated 

study. Given that, to the best of our knowledge, the Ulaga and Eggert (2006a) work has not 

been replicated specifically in any context, this study first attempts a close replication using a 

rather similar context and methodology.

In particular, as in Ulaga and Eggert’s (2006a) research, the sample for this study 

involves manufacturing firms, as they appear to be prone to relationship value dimensions. In 

addition, the inclusion of other sectors could impose problems in evaluating our findings in 

relation to Ulaga and Eggert’s (2006a). Furthermore, similarly to Ulaga and Eggert (2006a), a 

mail survey was implemented and senior-level managers were selected as key informants. 
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This research therefore provides a strong basis to compare and contrast with Ulaga and 

Eggert’s (2006a) study.

Also, it is important to note one key procedural difference between our study and 

Ulaga and Eggert’s (2006a): the respondents of this study were marketing executives working 

in the UK, whereas Ulaga and Eggert’s (2006a) were working in the US. Previous studies 

(Grayson and Ambler, 1999) have shown that there are strong similarities between the UK 

and US in the factors that drive buyer–seller relationships. It can therefore be anticipated that 

the differences in respondent nationality would not encourage significantly different results 

from those found by Ulaga and Eggert (2006a). Moreover, in cases when there are 

differences in the methodology but similar results emerge, this provides stronger evidence of 

theory generalizability (Farley, Lehmann, and Mann, 1998). It can be argued therefore that 

the difference in the empirical context between this study and Ulaga and Eggert (2006a) can 

provide a basis for contribution in the area of relationship value assessment. 

4. Results

Once the requirements for the use of the higher-order formative value constructs were 

satisfied, the structural model in Figure 1 was tested. We used SEM by means of Amos for 

the analysis of the data. The results match Ulaga and Eggert’s (2006a) in that all loadings 

were significant (p < .05), and each item loaded significantly on its respective underlying 

concept. The results indicate acceptable fit indexes, particularly given the attenuation in fit 

measures for large models such as the one tested here: x²(71)=213.8, p < .01; comparative fit 

index = .98; goodness-of-fit index = .96; and root mean square error of approximation = .07. 

Also, the model explains 85.2% of the variance of the value construct, indicating the 

predictive validity of the value dimensions. Therefore, the findings provide support for Ulaga 
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and Eggert’s (2006a) measurement of relationship value as a higher-order formative construct, 

supporting H1.  

FIGURE 1 AROUND HERE

Next, each value dimension’s relative importance for differentiation in a relationship 

was assessed (see Table 2). The results match Ulaga and Eggert’s (2006a) in that service 

support and personal interaction (i.e., the sourcing process) are found as core differentiators, 

explaining nearly half the variance (44%). The second more important set of differentiators 

comprises supplier know-how and its ability to improve a customer’s time to market (i.e. 

operation benefits), which explains 28% of the variance. Product quality and delivery 

performance (i.e., core benefits) display a relatively moderate potential for differentiation, 

explaining 19% of the variance. Acquisition costs (4% of the variance), operations costs (3% 

of the variance) and direct costs (2% of the variance) display a weak potential for 

differentiation. The results therefore provide support for H2. Consistently with Ulaga and 

Eggert (2006a), the results indicate that relationship benefits are more important than 

relationship costs. The results show that benefits, in total, explain nearly 91% of the variance, 

whereas costs account for just less than 9%. To some extent this finding differs from Ulaga 

and Eggert’s (2006a), who found that relationship benefits are nearly four times more 

important than costs (i.e., the explained variance was 81% and 20% respectively), and is 

contrary to the purchasing literature, which has traditionally emphasized the critical role of 

cost factors (price and price changes) in the selection of product offerings. 

TABLE 2 AROUND HERE

To extend Ulaga and Eggert’s (2006a) study, the impact of value dimensions on 

relationship marketing outcomes was tested (see Table 3). We used SEM by means of Amos 

to test these hypotheses The results show that the sourcing process (β = .44, p < .01) and 
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operations costs (β = -.22, p < .01) affect customer loyalty (expectation of continuity), 

providing partial support for H3. Also, operations benefits (β = .34, p < .01) and direct costs 

(β = -.17, p < .01) influence business performance, thus partially supporting H4. The results 

indicate that value relates significantly to relationship marketing outcomes and, thus, provide 

evidence of the nomological validity of the construct.  

TABLE 3 AROUND HERE

In next, we examine the effect of relationship value on relationship marketing 

outcomes using fsQCA. fsQCA describes each case as a combination of causal conditions 

and an outcome. The causal conditions are the relationship value dimensions that potentially 

lead to the outcome. In our analysis, two outcome conditions were tested: customer loyalty 

and customers’ business performance. The causal conditions and the outcomes should be 

represented by a single item, which were calculated using the arithmetic mean. fsQCA builds 

on the premise that relationships among variables are best understood in terms of set 

membership and set relations (Fiss, 2011). To assess the set relations, causal conditions and 

outcomes have to be represented in terms of set membership scores, which requires 

calibration of fuzzy sets. Variables are calibrated into sets using fsQCA software. Following 

Ragin’s (2008) recommendations, we transformed the variables into calibrated sets using 

three substantively meaningful thresholds: full membership (1), full non-membership (0), and 

a crossover point (.5). For the calibration of factors that were measured on seven-point 

Likert-type scales, the scale maximum (i.e., value 7) served as the threshold for full set 

membership and the scale minimum (i.e., value 1) was the threshold for full set non-

membership. The scale midpoint (i.e., value 4) served as the crossover point. 

Following calibration, fsQCA explores how membership of cases to causal conditions 

is linked to membership to the outcome (Ragin 2008). FsQCA thus identifies necessary and 

sufficient causal conditions for the outcome to occur. A causal condition is sufficient if, by 
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itself, it produces the outcome, whereas it is necessary if that condition must be present for 

the outcome to occur (Ragin 2000; 2008). 

Table 4 shows the complex solutions that illustrate the alternative sufficient 

conditions that lead to high membership in each of the two outcome conditions (customer 

loyalty and customers’ business performance). These solutions met the minimum overall 

consistency and overall coverage criteria that are suggested in the literature (0.60 for 

coverage and 0.75 for consistency when analyzing sufficient conditions) (Ragin 2000). Table 

4 shows that both models (solutions) are informative because all consistency scores of the 

particular configurations range between 0.85 to 0.89 and all coverage values range between 

0.48 and 0.56, consistent with recommendations from previous research (e.g. Ragin, 2000; 

2008; Fiss, 2011; Woodside, 2013).

TABLE 4 AROUND HERE

The model regarding the antecedent complex conditions that lead to loyalty derives 

two pathways. The first indicates that high sourcing process, with low operations costs and 

low direct costs results in loyalty (consistency = 0.85; coverage = 0.48), while the second 

pathway indicates that high sourcing process, with high operational benefits and low 

operations costs, also leads to loyalty. The second pathway is more consistent than the first 

and explains the most cases of loyalty (consistency = 0.89; coverage = 0.53). The results 

indicate that sourcing process and operations costs, which appear in all pathways, are the only 

simple antecedent conditions that are necessary (though not sufficient) for customer loyalty.

The derived solution for the antecedent conditions that lead to high customer’s 

business performance indicates one pathway. This pathway suggests that high operations 

benefits with low direct costs results in high business performance. The solution is fairly 
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consistent at 0.87 and has a relatively high coverage of 0.56. Thus, these two antecedent 

conditions are necessary and their combination is sufficient for business performance.

The fsQCA results support the results of the net effects. These four value drivers 

(sourcing process, operations costs, operations benefits and direct costs) were also found to 

have significant effects on the relationship marketing outcomes in the SEM analysis and, thus, 

the results provide partial support for H3 and H4. 

5. Discussion

Our findings must be evaluated within the context and the scope of the study. In particular, 

the current study focuses on Ulaga and Eggert’s (2006a) work, rather than drawing on a more 

complete body of research on customer value in business markets. For example, studies 

published since Ulaga and Eggert’s (2006a) work have argued that value in buyer-seller 

relationships can be viewed in the wider stakeholder and network context rather than just 

within the buyer-seller dyad (e.g. Frow and Payne, 2011). Also, other studies view customer 

value in terms of the solutions created and the extent to which the supplier assists customers 

in their own business processes, rather than delivering individual elements of value creation 

(e.g. products and services) (Keränen and Jalkala, 2013; Prior, 2013). Relationship value can 

therefore be conceptualised differently from how Ulaga and Eggert (2006a) did or additional 

dimensions can be considered. Even though we recognize the value of integrating a number 

of customer value perspectives into one single study, the purpose of this study was to 

replicate a seminal study whose findings go beyond the ‘price vs. quality trade-off’ approach 

of customer value and provide further confidence for these findings.

The results largely support the relationships proposed in the conceptual framework. 

Specifically, the findings of the replication study provide support for Ulaga and Eggert’s 

(2006a) conceptualization of relationship value as a higher-order construct that consolidates a 
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number of relationship benefits and relationship costs spanning the three levels on which 

these drivers operate: product quality, delivery performance and direct product costs at the 

level of a supplier’s core offering; service support, personal interaction and acquisition costs 

in the sourcing process; and supplier know-how, time to market and operations costs at the 

level of the customer’s operations. Also, both Ulaga and Eggert’s (2006a) and our replication 

study found service support and personal interaction (i.e., sourcing process) to be core 

differentiators, explaining nearly half the variance (44%), followed by supplier know-how 

and its ability to improve a customer’s time to market (i.e. operation benefits), which explains 

28% of the variance. This may be explained by the increased importance of supplier 

reliability and service quality, especially as business markets are often mature and product 

differentiation becomes more difficult. Interestingly enough, product quality and delivery 

performance (i.e., core benefits) are found to explain 19% of the variance, displaying a rather 

moderate potential for differentiation. This is in line with more recent thinking around value 

creation in business markets, which argues that, instead of product bundles, customers tend to 

perceive value in solutions that integrate products and services into a functioning whole and 

the relational processes that improve customer operations (Tuli et al., 2007). Core benefits 

therefore appear to be a less important source of differentiation compared to aspects that 

touch upon the sourcing process and operation benefits.   

Ulaga and Eggert (2006a) and our replication support the idea that relationship benefits 

are more important than relationship costs, a finding that seems to run counter to the 

argument that cost reduction is the main source of value in business relationships (Cannon 

and Homburg, 2001). Even though Ulaga and Eggert (2006a) and our replication agree on the 

central finding that relationship benefits are more important than relationship costs, the 

results show a discrepancy between the ‘benefits vs. cost’ scores, which suggests one 

difference between the two studies. In particular, our replication found that relationship 
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benefits are nearly ten times more important than costs (i.e., the explained variances were 91% 

and 9% respectively), whereas Ulaga and Eggert (2006a) found that relationship benefits are 

nearly four times more important than costs (i.e., the explained variances were 81% and 20% 

respectively). The difference in the results indicates that we must be cautious before 

generalizing this finding, as it could be context specific. A comparison of the key findings 

between the Ulaga and Eggert (2006a) and the current study and their implications is 

summarized in Table 5.

TABLE 5 AROUND HERE

The findings of the study can also be seen in the context of power in business 

relationships. More recent thinking in the area of value creation in business relationships (c.f. 

Lindgreen et al., 2012) argues that due to the changing business environment (e.g. 

concentration of the market in a few and important suppliers and customers, internalization of 

firms, difficulty to differentiate, increasing need for customer retention) some firms tend to 

understand better how value perceptions are formed, develop the required capabilities to 

compete and strengthen their position in the market. As a result, most business exchanges are 

power-imbalanced and the powerful party/parties seek a disproportionate share of the surplus 

value from the relationship, which, in turn affects the approach for increasing the value of the 

relationship (Hingley, 2005). Given that the current study is based on data gathered from 

suppliers that successfully made their way to the top of the supply base (in other words, the 

‘winners’), the findings of the study can provide a best-practice profile for companies striving 

for key supplier status. In such a context, suppliers create value for customers by focusing 

mainly on service support and personal interaction (i.e., sourcing process) and this can be 

viewed as a benchmark for firms that want to gain or maintain key supplier status. Important 

to note that power is not always a negative force and weaker/ secondary suppliers can also 

find their place in the market (Hingley, 2005; Ulaga and Eggert, 2006a). Although the 
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examination of secondary suppliers goes beyond the scope of this research, the study 

indicates that secondary suppliers may see power trade-off as sacrifice for reduced 

transaction costs derived from regular business with a more powerful party and regular 

(although as weaker party, lesser) returns derived from relationship value. A secondary 

supplier may develop a unique expertise and provide selected customers with a better 

solution for a reduced fee in exchange for an incremental share of a customer’s business. 

Although relationship benefits display stronger potential for differentiation in buyer–seller 

relationships than cost considerations, the study indicate that the main drivers of the 

relationship value can change according to the changes of business environment and the 

consequent differences in the negotiation power each party may have. 

In line with the above discussion, the way customers perceive and interpret value can 

also be seen in light of the digital dimension of business interaction and the increasing use of 

social media from business-to-business companies. Recent studies show that social media 

affect the levels of communication and information exchange in business relationships and 

alter the level of cooperation and adaptations leading to enhanced customer relationships 

(Salo, 2017; Andersson and Wikström, 2017). The immediacy of social networks supports 

relationships that may otherwise be slow to connect, as new contacts are easier to make and 

the amount of screening is being reduced comparing to traditional relationships (Quinton and 

Wilson, 2016). Overall, buyer-seller relationships can be improved with the communication 

mode provided by social media. The study posits that the value drivers are not static, rather 

they can change following the evolution of the business environment. As supplier firms and 

the customers are increasingly utilizing social media in the marketing and purchasing efforts 

to achieve their objectives from the relationships, the relative importance of the value drivers 

that relate to the communication, social interaction and knowledge exchange between the 
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exchange parties will also increase. This is supported by the findings of the study that found 

service support and personal interaction (i.e., sourcing process) to be core differentiators.

Turning to the extension phase, the results show that, largely, the dimensions of 

relationship value relate to relationship effectiveness. The sourcing process and customer 

operations are found to have the greatest influence on loyalty and business performance, 

followed by operations costs and direct costs. This finding is interesting for three reasons. 

First, it considers relationship value in association with relationship marketing outcomes, thus 

providing further evidence of the nomological validity of the Ulaga and Eggert (2006a) scale. 

This finding offers insights into how relationship marketing models can better fit with 

managerial practice in business markets by including performance-based measures 

(customers’ business performance) to broaden the nomological network of relationship 

marketing (Ulaga and Eggert, 2006b). Second, this finding indicates that different dimensions 

of a relationship value may be synergistic, and relationship performance may be possible only 

when the supplier manages to address many critical aspects. The link between relationship 

value and performance outcomes offers insights into the fundamental question in relationship 

marketing literature: what outcomes are most affected by customer relationships? (Palmatier 

et al., 2006). Third, even though these relationship benefits and costs influence loyalty and 

customers’ business performance, none of the other antecedents of performance outcomes are 

significant. This finding is not surprising; although relational constructs are important drivers 

of customer-focused outcomes of a relationship (Palmatier et al., 2006; Palmatier, 2008), they 

cannot fully explain their variance. Loyalty and, most importantly, business performance, 

may also be determined by other, non-relational factors (e.g., competition, the economy).

The fsQCA results support the SEM results. The results reveal that neither sourcing 

process nor operations costs (as well as other value drivers) are sufficient conditions for 

loyalty. However, the results show that high sourcing process and low operations costs are 
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necessary conditions for loyalty. The results also show that the influence of operations 

benefits and direct costs on customer’s business performance is conditional and depends on 

the combination of specific antecedent conditions (i.e. causal recipes). More specifically, 

relationship value may lead to customer’s business performance when the supplier provides 

high operations benefits and low direct costs at the same time. These findings correspond to 

the results of the net effects (SEM) analysis, which indicate that sourcing process and 

operations costs have a significant effect on loyalty and customer operations and direct costs 

have significant effects on business performance.

6. Implications

The findings of this replication study have several implications for research and practice. 

From a theoretical perspective, the study supports the notion that relationship value in 

business markets is not merely a theoretical construct viewed on a high level of abstraction, 

but rather it can also be empirically measured. This is important because researchers in this 

area have found difficulties when it comes down to the empirical assessment of relationship 

value. Also, the findings that distinct elements of value influence ‘loyalty’ (an expectation of 

continuity) while other elements influence business performance (relative to competitors) are 

very interesting and deserve attention. Specifically, the sourcing process and operations costs 

affect loyalty, while customer operations and direct costs influence business performance. 

This indicates (given the influence of the sourcing process on relationship value) that value is 

more strongly connected to loyalty than to business performance. In addition to this, the 

findings provide evidence that business performance is mainly related to more objective 

aspects of value, whereas loyalty relates to more subjective aspects.

On a more general level, the paper is in line with an emerging discussion that 

challenges the traditional practices of writing and disseminating marketing research where 
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‘originality’ emerges as a self-serving objective and as the main way to advance marketing 

research (c.f. Hubbard and Lindsay, 2013; Babin et al., 2016; Ortinau, 2011; Armstrong, 

2003). We recognise that there is increasing pressure for marketing academics, especially 

early career researchers, to provide evidence that their scholarly work is innovative and 

breakthrough even (Armstrong, 2003; Ortinau, 2011; Ladik and Stewart, 2008) to publish in 

highly-ranked journals (Woodside, 2009). However, the contribution of a piece of research 

should not depend only on the originality of the work (e.g. the proposition of new, 

differentiated conceptual frameworks or new hypotheses). The replication of previous studies 

can also be key to theory development (Tsang and Kwan, 1999) and to the generalizability of 

findings (Hubbard and Lindsay, 2013). This is particularly important in the area of value 

creation in business markets, where many divergent models have been proposed but the 

assessment of relationship value still remains a challenge for both academics and researchers. 

A key question therefore is: do we really need a new, ‘original’ model or can the replication 

of an important framework lead to more meaningful and generalizable results and, thus, 

advance our knowledge of marketing phenomena? The present study argues that although the 

effort of fostering the development of new knowledge should not be diminished – this is an 

exercise that should always govern the academic community – the replication of important, 

though insufficiently tested for their robustness, findings is also key to theory development. 

The Ulaga and Eggert (2006a) calls for such an approach and in this respect the present study 

adds to existing knowledge.    

Moreover, and from a methodological point of view, this research shows how fsQCA 

can complement findings of conventional, correlation-based statistical procedures such as 

regression and structural equation modelling (SEM) to obtain more nuanced insights into 

phenomena of interest where complex causality is likely, such as relationship value. Studies 

indicate that relationship characteristics often relate to each other (interdependence), that the 
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relational outcomes seldom have a single cause (multi-causality), and that a specific cause 

may have different (i.e., positive and negative) effects depending on context (asymmetry) (e.g. 

Palmatier et al., 2006; Grayson and Ambler, 1999; Song et al., 2016). In line with previous 

studies (e.g. Paulssen et al., 2016; Cruz-Ros et al., 2018), this study demonstrates that fsQCA 

is a relevant analytical tool that can be used in conjunction with other correlation-based 

statistical procedures such as SEM to deepen the understanding of value creation in business 

markets and provide researchers and managers with more accurate diagnostics. 

The study has also important managerial implications. The findings provide 

guidelines regarding each value driver’s potential for differentiating among suppliers. Which 

value drivers are key when seeking to differentiate among suppliers in business relationships?  

Which dimensions show only a limited potential for differentiation? In turn, from a customer 

perspective, which dimensions help discriminate among competing suppliers and further 

consolidate a supply base? The study provides a useful self-diagnostic tool to track whether 

they meet customers' needs and to identify areas where further improvement is needed.  

Also, from a managerial perspective, understanding how specific dimensions relate to 

value creation can help suppliers enhance relationship effectiveness through initiatives 

involving those factors. The findings show that customers seem more concerned about 

relationship benefits than cost considerations. The study argues that although internal cost 

reduction, which can ultimately lead to price reduction, should not be ignored, suppliers 

should focus on creating value through personal interaction, service quality, product 

enhancements and delivery efficiency. Cost competitiveness is a necessary but not sufficient 

condition to differentiate in business markets. In other words, relationship benefits are more 

important than relationship costs when it comes to choosing the main supplier from a short 

list of potential suppliers. To get on the short list, price (and quality) are still of major 

importance.
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Finally, the findings suggest by focusing on relationship building and service 

excellence firms can create value for the inter-organizational relationships. This highlights 

the importance of relational capabilities for both buyers and sellers, as they manage relations 

with their business partners. Relational capabilities capture the internal attributes of a firm 

that shape the performance of joint activities with exchange partners (Kale and Singh, 2007). 

They are largely embedded in organizational routines, which are repetitive activities that a 

firm develops to deploy resources more effectively (Heimeriks and Duysters, 2007). The 

increasing complexity of the business relationships due to the changing business environment 

and the need to coordinate complementary resources increases the level of interdependence 

between firms and, as a result, the relationship requirements change (Ngugi et al., 2010). The 

development of relational capabilities such as knowledge sharing, technological capability, 

human capability, managerial systems-based capability, and cultural interaction capability are 

important for both suppliers and buyers to enhance partnership performance and hence can 

increase the value of the relationship (Johnsen and Ford, 2006; Rungsithong et al., 2017). At 

an operational level, and as the findings in Figure 1 indicate, relationship value can be 

enhanced by personal interaction and knowledge sharing routines and managerial systems-

based capability to ensure delivery efficiency. These relational capabilities may be embedded 

in specific units of the organizations, such as the marketing, sales or purchasing department 

or can also involve the formation of interdependent teams. 

7. Limitations and future research

The study has some limitations that offer opportunities for future research. First, data for this 

research are based on the customer’s perspective of relationship value. Given that a 

relationship is, by its very nature, two-sided, future research using dyads as a research setting 

would offer a more comprehensive view of the value construct and help identify potential 

gaps between supplier and customer perspectives. 
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Second, given the dynamic nature of the construct, future longitudinal research could 

offer useful insights on how value is created over time. Although this study contributes 

towards this direction, it remains a static assessment of relationship value. 

Third, future research could further develop the proposed relationship value construct 

by integrating additional facets of relationships that the literature has proposed. Researchers 

may want to consider the inclusion of tangible aspects such as the functionality or practical 

utility of an offering (Anderson et al., 2006) and/or intangible aspects of customer value such 

as the reputation, skills, location or innovativeness of the supplier (Whitwell et al., 2007). 

Finally, future research can examine the value drivers in association to recent changes 

in the business environment such as the adoption of digital content marketing or social media. 

For example, future researchers can examine how business marketers can utilise social media 

in their marketing efforts to enhance relationship value. Considering that social media affects 

information sharing, social exchange, cooperation and adaptations in business relationships 

(Salo, 2017; Magno and Cassia, 2019), it could be argued that the use of social media 

improves the connectedness between buyers and sellers, thus leading to an increase of the 

importance of relational-focused value drivers. Future studies should develop models that 

address value creation incorporating changes in the economic and business setting.  
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Appendix A: Items used for the replication

Construct Items M SD
The main supplier provides us with better product quality 5.56 0.88
The main supplier meets our quality standards better 5.25 1.09
The main supplier’s products are more reliable 5.57 0.95
We reject fewer products from the main supplier 5.49 1.04
The main supplier provides us with more consistent product quality over time 5.49 0.92

Product 
supporta, c 

We have fewer variations in product quality with the main supplier 5.78 0.87
The main supplier performs better in meeting delivery due dates 5.33 1.28
We have fewer delivery errors with the main supplier 5.00 1.25

Deliverya, c 

Deliveries from the main supplier are more accurate (no missing or wrong 
parts)

5.25 1.20

The main supplier provides us with better services 5.39 1.18
The main supplier is more available when we need information 5.41 1.19
The main supplier provides us with more appropriate information 5.61 1.14

Service 
supporta, d 

The main supplier responds faster when we need information 5.49 1.09
It is easier to work with the main supplier 6.07 0.85
We have a better working relationship with the main supplier 6.00 0.75
There is better interaction between the main supplier’s people and ours 5.60 1.00
We interact better with the main supplier 5.68 0.99
We can address problems more easily with the main supplier 6.29 0.78
We can discuss problems more freely with the main supplier 4.82 1.20

Personal 
interactiona, d 

The main supplier gives us a greater feeling of being treated as an important 
customer

5.25 1.08

 (The main supplier provides us better access to his know-how) 5.45 1.23
The main supplier knows better how to improve our existing products 5.24 1.21
The main supplier performs better at presenting us with new products 5.59 1.12
The main supplier knows better how to help us drive innovation in our 
products

5.11 1.29

Supplier know-
howa, e 

The main supplier knows better how to assist us in new product development 5.72 1.31
The main supplier performs better in helping us improve our time to market 5.16 1.09
The main supplier helps us more in improving our cycle time 5.73 1.01
The main supplier helps us more in getting our products to market faster 5.51 1.08

Time to 
marketa, e 

The main supplier performs better in helping us speed up product 
development

5.64 1.04

The main supplier adds more value to the relationship overall 5.90 0.95
We gain more in our relationship with the main supplier 5.81 0.97
The relationship with the main supplier is more valuable 5.76 0.97

Relationship 
valuea – 
unidimensional 
scale

The main supplier creates more value for us when comparing all costs and 
benefits in the relationship

5.69 1.07

Relationship Purchasing price 1.51 0.69
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Ordering costs 1.78 0.80
Delivery costs 1.57 0.75
Inventory carrying costs 1.64 0.77
Coordination and communication costs 1.58 0.73
Manufacturing costs 1.39 0.65

costsb, f 

Downtime costs 1.73 0.82
a Seven-point scale with anchors 1 = strongly disagree and 7 = strongly agree.
b Five-point scale with anchors 1 = my supplier’s costs are much lower and 5 = my supplier’s costs are much higher.
c Product support and delivery are part of the "core offering".
d Service support and personal interaction are part of the "sourcing process".
e Supplier know-how and time to market are part of the "customer operations".
e Purchasing price are “direct costs”. Ordering costs, delivery costs, inventory carrying costs, coordination and 
communication costs refer to “acquisition costs”. Manufacturing costs and downtime costs are “operation costs” 
Note: Scale items not retained are indicated in parentheses. 

Appendix B: Items used for the extension

Construct Items M SD
We expect our relationship with the main supplier to continue for a long time 6.18 0.82
The renewal of our relationship with the main supplier is virtually automatic 6.18 0.85
Our relationship with the main supplier is enduring 6.02 0.98

Expectation of 
continuitya, c

Our relationship with the main supplier is a long-term alliance 5.54 1.14
Sales growth 5.54 1.01
Profit growth 5.36 1.09
Overall profitability 5.36 1.09
Liquidity* 5.13 1.23
Labor productivity 5.14 1.17

Business 
performanceb, c 

Cash flow 5.04 1.20
RB1 – Overall, the main supplier provides us with benefits 5.05 1.23
RB2 – All things considered, we gain benefits from our relationship with the 
main supplier

5.35 1.02

RC1 – Compared to the second-best supplier, our relationship with the main 
supplier has costs

2.62 0.97

Reflective 
indicators for 
identificationa, d

RC2 – The costs of the main supplier are higher comparing to the second-best 
supplier

2.50 0.89

a Seven-point scale with anchors 1 = strongly disagree and 7 = strongly agree
b Seven-point scale with anchors 1 = significantly worse than others in the industry and 7 = significantly better than 
others in the industry.
c Scales are adapted from Lush and Brown (1996).
d Reflective items that were used for identification of the formative relationship benefits construct (RB1, RB2) and 
the formative relationship costs construct (RC1, RC2).
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Figure 1: Comparison of studies: formative higher-order measurement results 

Ulaga and Eggert (2006a)

Replication study

Note: Reported values are standardized coefficients (betas).
R²: explained variance in endogenous construct.
All parameter estimates are significant at the .05 level.
n = 288 (Ulaga and Eggert, 2006a); n = 228 (replication study)
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Table 1: Sample description
Total (n=304)

Industry Machinery and equipment 20.6%
Chemicals 15.8%

Metal products 15.4%
Food products 14.0%

Mineral products 8.3%
Plastic products 7.9%

Electrical equipment 9.6%
Office equipment 8.3%

Title of the respondent CEO 6.6%
Purchasing manager 25.0%

Director of supply chain management 17.5%
Marketing manager 16.2%

Project manager 6.6%
Sales manager 7.0%

Executive director 11.4%
Other 9.6%

Annual revenues < £5 million 11.8%
£5.1 million – £20 million 27.2%
£20.1 million – £50 million 33.3%
£50.1 million – £100 million 18.9%

> £100 million 8.8%
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Table 2: Comparison of studies: value drivers’ potential for differentiation in buyer–seller relationships

Ulaga and Eggert (2006a) Replication study
Relationship value dimensions Relationship value dimensions

Sources of value creation Benefits Costs Benefits Costs

Core offering Core benefits:
.11 × .77 = .08

Direct costs:
.22 × .17 = .03

Core benefits:
.21 × .92 = .19

Direct costs:
.25 × .08 = .02

Sourcing process Sourcing benefits:
.68 × .77 = .52

Acquisition costs:
.44 × .17 = .07

Sourcing benefits:
.48 × .92 = .44

Acquisition costs:
.47 × .08 = .04

Customer operations Operations benefits: 
.27 × .77 = .21

Operations costs:
.61 × .17 = .10

Operations benefits:
.30 × .92 = .28

Operations costs:
.36 × .08 = .03

Total .81* .20* .91 .09
Note: Bold numbers show the variance explained by the formative value dimensions. They are derived by multiplying the path coefficients of the second-order 
dimensions by the coefficients of the respective first-order dimensions in Figure 1. 
* In Ulaga and Eggert’s (2006a) study benefits and costs do not add up to 100% because of rounding errors.
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Table 3: Extension: testing the relationship between relationship value and customer-focused relationship marketing outcomes

Predictor variables Customer loyalty (expectation of 
continuity) Customer’s business performance

Core benefits .02 (.16) .01 (.06)
Source benefits .44* (3.39) .11 (.89)
Operations benefits .16 (1.64) .34* (3.64)
Direct costs -.10 (-1.10) -.17** (-2.06)
Acquisition costs -.09 (-.70) -.16 (-1.32)
Operations costs -.22** (-2.35) -.03 (-.33)
R² .23 .25
Note: Reported values are standardized coefficients (betas). The numbers in parentheses are t-values.
R²: explained variance in endogenous construct.
*p<.01
**p<.05
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Table 4: Configurational effects of relationship value on relationship marketing outcomes

Solutions for high membership score in the outcome conditions
Outcome condition

Customer loyalty ( expectation of 
continuity)

Customer’s business 
performance

Antecedent condition 1 2 1
Core benefits ∅

Source benefits ● ●

Operations benefits • ●

Direct costs • •
Acquisition costs ∅ ∅

Operations costs • ● ∅

Consistency 0.85 0.89 0.87
Raw coverage 0.48 0.53 0.56
Unique coverage 0.04 0.03 0.01
Overall solution consistency 0.85
Overall solution coverage 0.76
Black circles indicate the presence of a condition; circles with “/” ( ∅ ) indicate its absence; 
blank spaces indicate neutrality (i.e., no pattern of presence or absence was identified). Large 
circles indicate core conditions, and small ones, peripheral conditions.
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Table 5: Comparison of key findings and implications

Ulaga and Eggert (2006a) Replication study Implications

Relationship value can be 
measured as a multi-dimensional, 
higher-order construct. Ulaga and 
Eggert (2006a) proposed a 
differentiation between benefits 
and costs as key drivers of value 
creation and three levels at which 
these drivers operate (i.e., the core 
offering, the sourcing process, and 
the customer firm’s internal 
operations).

The findings of the replication 
study provide support for Ulaga 
and Eggert’s (2006a) 
conceptualization of relationship 
value as a higher-order construct 
that consolidates a number of 
relationship benefits and 
relationship costs spanning the 
three levels at which these drivers 
operate

Relationship value in business 
markets is not merely a theoretical 
construct viewed at a high level of 
abstraction, but rather it can also be 
empirically measured. This is 
important because researchers in 
this area have found difficulties 
when it comes down to the 
empirical assessment of 
relationship value

Service support and personal 
interaction (i.e., the sourcing 
process) are found to be core 
differentiators, explaining nearly 
half the variance (52%), followed 
by supplier’s know-how and its 
ability to improve a customer’s 
time to market (i.e. operation 
benefits), explaining 21% of the 
variance

The findings of the replication 
study support Ulaga and Eggert 
(2006a), suggesting that service 
support and personal interaction 
are core differentiators followed by 
supplier’s know-how and its ability 
to improve a customer’s time to 
market. The variances explained by 
each set of factors are also 
consistent with Ulaga and Eggert 
(2006a), though the discrepancy 
between them is relatively smaller. 
The core differentiators are found 
to explain 44% of the variance 
while the operation benefits 
explain 28% of the variance 

The findings indicate the increased 
importance of supplier reliability 
and service quality, especially as 
business markets are often mature 
and product differentiation 
becomes more difficult

Product quality and delivery 
performance (i.e., core benefits) are 
found to explain 8% of the 
variance, displaying a moderate 
potential for differentiation.

Consistently with Ulaga and Eggert 
(2006a), product quality and 
delivery performance (i.e., core 
benefits) display a rather moderate 
potential for differentiation. 
However, the core benefits are 
found to explain 19% of the 
variance, a higher score than the 
Ulaga and Eggert (2006a) study 

Customers tend to perceive value 
mostly from solutions that integrate 
products and services into a 
functioning whole and the 
relational processes that improve 
customers’ operations rather than 
product bundles. Core benefits 
appear to be a less important 
source of differentiation, compared 
to aspects that touch upon the 
sourcing process and operation 
benefits.   

Ulaga and Eggert (2006a) support 
the idea that relationship benefits 
are more important than 
relationship costs. Relationship 
benefits are found to be nearly four 
times more important than costs 
(i.e. explained variances were 81% 
and 20% respectively).

The replication study, consistently 
with Ulaga and Eggert (2006a), 
found that relationship benefits are 
more important than relationship 
costs. However, the results show a 
discrepancy between the ‘benefits 
vs. cost’ scores. The replication 
study found that relationship 
benefits are nearly ten times more 
important than costs (i.e., explained 
variances were 91% and 9% 
respectively).

Customers seem more concerned 
about relationship benefits than 
cost considerations. Cost 
competitiveness is a necessary but 
not sufficient condition to 
differentiate in business markets. In 
other words, relationship benefits 
are more important than 
relationship costs when it comes to 
choosing the main supplier from a 
short list of potential suppliers.
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