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ABSTRACT 

 
Given the economic turbulence that organisations are facing, it is clear that business 
environment factors are having an impact on how firms conduct their affairs and how they 
interact with their supply chain partners.  This paper considers the effect of internal and 
external business environment factors on supply chain satisfaction and performance as 
mediated by relationship aspects.  There is a distinct lack of research on how environmental 
factors affect performance in a relationship context.  
 
The orientation of a business towards its partners can be likened to a state of flux (Lynch et 
al, 2012).  There is growing recognition throughout the world of purchasing and supply that 
there is no single optimal buyer-supplier relationship and a “horses for courses” approach to 
employ the most “fit for purpose” relationship is required (Cox and Thompson, 1997). 
Supply chain buyer supplier relationships have attracted a lot of attention in the literature 
(Bensaou, 1999; Cox, 2004b; Håkansson and Snehota, 1995; Trent, 2005) and continue to do 
so.These relationships can help firms to achieve cost reduction or profit improvement, but 
also seek to make the supply chain as a whole more competitive (Cox and Thompson, 1997). 
 
The current research aims to address this gap within the context of buyer-supplier 
relationships using a dyadic approach concentrating on individual supply chains of 
companies using Chinese organisations for their supply chain partners. This paper reports on 
qualitative research with these respondents.The results of the research validate the importance 
of the business environment factors developed in the paper as having significant effects on 
supply chain satisfaction and performance.The IMP approach which considers relationships 
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to be at the centre of interactions between organizations was also validated by the 
respondents as being a key mediating factor of the link between business environment factors 
and supply chain satisfaction and performance. 
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Buyer-supplier relationships; internal environment; external environment; trust and 
commitment 
  



3 
 

INTRODUCTION 
 
Supply chain buyer supplier relationships have attracted a lot of attention in the literature 
(Bensaou, 1999, Cooper and Ellram, 1993, Cox, 2004b, Dwyer et al., 1987, Håkansson and 
Snehota, 1995, Lamming, 1993, Landeros and Monczka, 1989, Morgan and Hunt, 1994, 
Stuart, 1993, Tan, 2001, Trent, 2005). These relationships help firms to achieve cost 
reduction or profit improvement, but also seek to make the supply chain as a whole more 
competitive (Christopher, 1992, Macbethet al., 1992, Cox and Thompson, 1997). They also 
directly influence the “make-or buy” decision and organisational performance (Chen and 
Paulraj, 2004, Cousins, 2002). The supply chain buyer-supplier relationships literature can be, 
at this juncture, considered to have left the nascent stage, based on traditional market price 
orientation, and moved into trust derived from collaboration stage since 1990 (Hoyt and Huq, 
2000).  
 
The IMP approach stresses variables such as commitment, co-operation, communication, 
adaptation and trustin discussing relationships. These issues permit partners to develop a 
complex, durable and appropriate systematic interaction approach with positive exchange 
outcomes (Walter et al., 2003). Trust and commitment (Berry, 1995, Dwyer et al., 1987, 
Håkansson, 1982, Håkansson and Snehota, 1995, Morgan and Hunt, 1994, Sako, 1992, 
Svensson, 2001) and long term win-win collaborative  relationships (Dwyer et al., 1987, Cox, 
2004a, Harland, 1996, Jap, 1999, Wasti et al., 2006, Cooper and Ellram, 1993, Stuart, 1993, 
Trent, 2005)have been formulated to favour partnerships over other types of relationship 
(Harland, 1996, Jap, 1999, Trent, 2005, Wasti et al., 2006).  
 
However, many authors have argued no one type of supply chain relationship has 
successfully been applied to supply chains in specific environmental conditions (Burt and 
Doyle, 1994a, Bensaou, 1999). It is important to note that relationships that work 
successfully in one business environment may not be as successful when transplanted 
elsewhere (Cox, 1996). There is growing recognition throughout the world of purchasing and 
supply that there is no single optimal buyer-supplier relationship and a “horses for courses” 
approach to employ the most “fit for purpose” relationship is required (Cox and Thompson, 
1997). What type of relationship needs to be set up depends on the environmental 
circumstances (Cox, 2004b) and it is clear that the nature of the interactions and relationship 
is affected by the environment (Håkansson, 1982). 
 
This paper proceeds by outlining general issues about the business environment that firms 
operate within.  It continues by considering the outcomes of the supply chain from a risk 
perspective.  The model which the paper is built on is then presented and each of the 
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components is discussed separately.  Following on from this the research approach is 
presented which outlines the methodology applied for this paper and for the overall project. 
The results of the first stage of the analysis are presented here and conclusions and 
recommendations for further study are outlined. 
 

LITERATURE REVIEW 
 

It is important however to note that relationships that work successfully in one business 
environment may not be as successful when transplanted elsewhere (Cox, 1996). While Cox 
(1996) refers to organisations operating in multiple business environments 
(countries/regions), the concept can also be applied to the dynamic nature of business 
environments currently.  Yaibuathet et al (2008) for example consider how the institutional 
environment a firm faces has consequences for buyer-supplier relationships.It is clear 
therefore that the type of relationship depends on environmental circumstances (Cox, 2004) 
but also needs to be malleable in the face of change.  This requirement has led, in some cases, 
to closer relationships being built between supply chain partners (Cao and Zhang, 2011).  
This literature review begins by considering two generic issues that affect buyer-supplier 
relationships: that of the business environment(s) the relationship is within and also the 
outcomes of the relationship in terms of risk and performance. 

 
BUSINESS ENVIRONMENT 

 
The business environment is a complex set of variables.  Many authors have been studying 
this area (Badri et al., 2000, Chen and Mohamed, 2008, Gouldson, 2008, Heizer and Render, 
1993, Kinra and Kotzab, 2008), and some attention has been given to supply chain buyer 
supplier relationships in this context (Frolich and Westbrook, 2001, Hobbs and Young, 2000, 
Jap, 1999, Lindgreen and Hingley, 2003, Robson and Rawnsley, 2001). The business 
environment enables buyers and suppliers to understand the potential limitations and 
opportunities for exploiting the idiosyncratic combinations of capabilities, assets and 
knowledge that exist between them (Jap, 1999). 
 
Business environment themes have been viewed in the literature as broad considerations in 
supply chain buyer–supplier relationships (Frolich and Westbrook, 2001, Hobbs and Young, 
2000).The type of relationship operated will naturally depend on the parties involved and the 
external environment conditions (Burt and Doyle, 1994). A firm has both an internal 
environment and an external business environment (Cousins, 2002, Needle, 1994). Cox et al 
(2003) claimed that the kind of interaction approach a firm should undertake depends on a 
range of complex choices both internally within the buyer/supplier’s organisation and 
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externally in the supply chain context of buyer and supplier. This study classifies two global 
dimensions that collectively shape the business environment as either internal or external to 
the dyad and identifies major elements of internal and external business environment that 
affect risk and performance. These elements not only are the main elements in the business 
environment according to IMP approach (Håkansson, 1982) but they are also challenging 
factors for supply chain management in general ((Prasad and Sounderpandian, 2003, Schmidt 
et al., 2000, Manuj and Mentzer, 2008). The IMP approach (1982) believes that the firm is 
embedded in a complex business environment. However, it either doesn’t specify the 
environmental elements or explore how these environmental elements relate to buyer-supplier 
relationships. 
 

MITIGATING RISK RELATED TO SUPPLY CHAIN PERFORMANCE 
 
There is a wealth of research investigating trust (Bretherton and Chaston, 2005, Dwyer et al., 
1987, Håkansson, 1982, Håkansson and Snehota, 1995, Halldorsson et al., 2007, Morgan and 
Hunt, 1994, Svensson, 2001, Wasti et al., 2006)and commitment (Magnan and Cooper, 2006, 
Morgan and Hunt, 1994, Nielson and Arizona, 1998) on supply chain buyer-supplier 
relationships and supply chain performance (Chen and Paulraj, 2004, Zaheer et al., 1998). 
Cox (1999) notes that trust cannot be enforced and that it is volunteered by the parties to the 
relationship. The reason for the existence of relationships in business interactions is to deliver 
value (Cousins, 2002). How trust and commitment within the relationship creates supply 
chain value is an important issue that has not been sufficiently analysed with respect to 
outcome of supply chain relationships. Some studies have found supply chain buyer-supplier 
relationships improve satisfaction and buyer performance (Cai and Yang, 2008, Cambra-
Fierro and Polo-Redondo, 2008), as well as supplier performance showing the need to 
consider both perspectives.  
 
Mitigating risk is the key element in supply chain risk studies, with many authors 
investigating this area (Faisal et al., 2006, Jüttner et al., 2003, Miller, 1992). However, the 
business environment impact on the effect of power and mitigating risk on supply chain 
performance has been paid less attention than other areas in previous studies. 
 
This area needs a common framework that will support the understanding of the existence 
and strength of the relationships among elements of the business environment and supply 
chain buyer-supplier relationships and supply chain performance. The proposed model 
illustrates business environmental factors by collectively shaping them into two dimensions 
respectively internal and external. These factors are identified by considering of challenges of 
supply chain management such as technology development (Bartlett, 2007), supply chain risk 
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(Cousins et al., 2004), culture distance (Locke, 1996), political environment (Ling and Lim, 
2007) and the environment elements in IMP approach such as social matters. In addition, 
supply chain buyer-supplier relationships four dimensions: trust, commitment, power, 
mediating risk as mediating variables have been added, as well as the outcome of business 
environment influence on supply chain relationships, supply chain satisfaction and supply 
chain performance developed as separate constructs within the framework.  The framework is 
presented in Figure 1 below. 
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Figure 1: Proposed Model 
 

INTERNAL ENVIRONMENT - TECHNOLOGY DEVELOPMENT 
 
Chen (2008) proposed that the technological environment is a key aspect of the internal 
business environment for the organisation. It will enable firms to identify firm’s 
technological needs, and to update to morerelevant technologies. Technology development as 
a major element in business environment has attracted a lot of attention particularly in a 
supply chain context (Blankley, 2008, Dawson, 2002, Forrest and Martin, 1990, Kim et al., 
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2005, Shayan and Ghotb, 2000). Supply chains are becoming more dependent on technology 
and it plays vital role in supply chain management (Schoenthaler, 2003) to help the supply 
chain to achieve global competitive advantage (Motwani et al., 2000) and increase 
productivity and profitability (Dawson, 2002). Technology is merely a tool to build and 
enhance buyer-seller relationships (Rudberg and Olhager, 2003). Its development pushes 
partners in the supply chain to join together to gain competitive advantage (Forrest and 
Martin, 1990). The greater the utilization level of business technology, the greater the 
relationship based benefits for the buyer and supplier (Kim et al., 2005). In a supply chain 
where dyadic channel relationships prevail, the adoption of advanced information technology 
for is expected to improve the coordination activities of partners (Clemons and Row, 1992), 
and thus its performance.  
 

INTERNAL ENVIRONMENT - DEPENDENCE 
 
Dependence is defined as the firm’s replaceability in terms of market relevance (Corsten and 
Felde, 2005). The perception of dependence is an important dimension of buyer-supplier 
relationships (Caniels and Gelderman, 2007, Carr et al., 2008, Geyskens et al., 1996) perhaps 
more than the actual level of dependence itself. Handfield and Bechtel (2002) stated that 
dependence exists when one party does not entirely control all of the conditions to reach a 
goal or achievement, this party has to be supported by the other party. The existence of 
dependence between the buyer and supplier leads tofundamental interactive vulnerability in 
supply chain buyer-supplier relationships (Svensson, 2004). These vulnerabilities cause 
various supply chain risks (Svensson, 2002). In addition, dependence asymmetry may 
mitigate the degree of trust between buyers and suppliers (Handfield and Bechtel, 2002). 
More recent studies have incorporated dependence from the perspective of the buyers and 
suppliers (Caniels and Gelderman, 2007, Svensson, 2004, Vijayasarathy, 2010, Wathne and 
Heide, 2004). Dependence in supply chain research, incorporating both facets of dependence 
can help explain its dichotomous influences on integration. While organizations that are 
mutually inter-dependent are more likely to embrace tighter integration, organizations that are 
relatively more dependent on their partners would be less likely to worsen supply chain 
vulnerability (Vijayasarathy, 2010). 
 

INTERNAL ENVIRONMENT –SOCIAL BONDS 
 

The firm needs to take account the social environment within the firm’s operation, as 
different firm’s attitude to relationships may be different (Ozer, 2005).Crotts and Turner 
(1999) defined social bonding as the degree of mutual personal friendships and liking shared 
by buyer and seller. Social bonds are an important factor explaining small supplier’s 
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commitment to wholesale buyers (Crotts et al., 1998). In long term buyer supplier 
interactions, transaction specific investments are gradually embedded in social bonds (Liu et 
al., 2009). Social bonds link and hold a buyer and seller closely together (Han, 1991). The 
social bonds can lead to group norms that increase the commitment of the parties to maintain 
a cooperative relationship (Seabright et al., 1992), and also serve as a relational norm that 
govern the successful buyer-supplier relationships (Powers and Reagan, 2007).  Relationship 
norms and trust govern the buyer-supplier relationships by establishing a congenial, socially 
constructed environment that in turn promotes and nourishes economic exchange (Liu et al., 
2009). The social behaviours build relationship strength (Burt, 2006). In a successful 
relationship, social distance is minimised and a “close relationship” ensues (Håkansson, 
1982).  
 

INTERNAL ENVIRONMENT –SIZE OF SUPPLIER BASE 
 
Firm’s own characteristics have been studied in managing business relationships (Ford, 
2003). Thesize of the supply base was found to be negatively related to environmental 
collaboration in the supply chain (Vachon and Klassen, 2006). The size of the supply base 
and the concentration of the suppliers are also important variables in the context of supply 
chain management (Cousins, 1999). Firm size had a significant and positive impact on a 
buyer's tendency to switch. Firm size may also be a proxy for buyer power (Wathne and 
Heide, 2004). In the market governance model, the transition to the market system has 
inevitably created predominantly a buyer’s market. It gives the buyers greater power to 
dissolve a relationship and defect to another supplier. 
 

INTERNAL ENVIRONMENT –BUYER’S EXPERIENCE 
 

The organisation’s experience as feature of an enterprise has been studied in managing 
business relationships (Ford, 2003). The term “organizational memory” refers to the stored 
information generated from an organization's history that may affect its future decisions 
(Walsh and Ungson, 1991). Parties prefer dealing with the partners who they know and feel 
can interpret each other’s move, as they feel comfortable with the relationships that have 
been established. The firm’s historic factors influence inter-organisational dependence 
(Cousins, 2002). From a buying perspective, the experience learned in a collaborative 
relationship may change a buyer’s expectations with others supplier relationships, as well as 
change the way a buyer works with the supplier base (Whipple et al., 2010).  
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EXTERNAL ENVIRONMENT –POLITICAL ENVIRONMENT 

 
Cousins (2002) indicated a firm exists in both the internal and the external environment. The 
external environment is composed of government imposed legislation amongst other issues.A 
better understanding of the political environment in which a firm operates can improve a 
manager’s ability to assess opportunities and threats. It can further help shape the current and 
future operating environment (Keim and Hillman, 2008).  
 
Extensive studies have been conducted on the extent to which existing policies have a 
significant influence on business relationships (Keim and Hillman, 2008). The political 
environment in one country might differ from another (Ling and Lim, 2007), and even in the 
same country, the firm needs a clear understanding of the rules in the development of a global 
strategy (Clarke et al., 2000).  In this regard, regulations may push the firms into building and 
improving business relationships in either a loosely or a highly regulated business 
environment. However, according to previous studies, the development of global supply 
chain management can be restricted by regulations e.g. unbalanced trade deficit concerning 
export and import (Ling and Lim, 2007), and restriction on repatriation of funds (Chua et al., 
2003). This enforcement of regulation may not be predictable (Xenidis and Angelides, 2005) 
particularly in developing countries. 

 
EXTERNAL ENVIRONMENT –CULTURAL DISTANCE 

 
Cultural difference is related to the way companies behave in a supply chain. It leads to 
difficulties in managing the supply chain in global business context (Locke, 1996). Hofstede 
(1991) drew cultural differences around the following five dimensions: Power distance; 
Individualism; Masculinity;Uncertainty avoidance; and long-term or short-term orientation.  
Cultural distance has attracted a lot of attention in supply chain relationship studies 
(Christopher and Peck, 2004, Cousins et al., 2004, Murphy and Dalenberg, 1989, Quer et al., 
2007, Vaaland et al., 2004, Zolin et al., 2004). Previous research has found that in societies 
with high power distance people will be less innovative and therefore less likely to consider 
and discuss the introduction of new products and technologies (Gong et al., 2007). Greater 
cultural distance reduces the possibilities of using higher commitment entry strategies (Quer 
et al., 2007). 
 
Cultural distance is a significant factor in inter-organizational relationships and influences the 
manner of communication, coordination and trust development (Gong et al., 2007, Vaaland et 
al., 2004, Zolin et al., 2004). It can also cause errors in communication between the various 
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parties in a supply chain (Murphy and Dalenberg, 1989). Building business relationships with 
global partners has both opportunities and risks. The characteristic behind these opportunities 
and risks can be assessed from both internal and external dimensions. Cultural distance is a 
part of the firm’s surrounding environment that is beyond the immediate control of the firm 
(Jin and Hong, 2007). 
 

EXTERNAL ENVIRONMENT –SUPPLY CHAIN RISK 
 

Gaudenzi and Borghesi (2006) summarised supply chain risk as identification and 
management of risk for the supply chain through a co-ordinated approach amongst members 
to help the supply chain achieve its objectives.Understanding the risks in a supply chain helps 
to make better decisions and decreases the risks of both an individual organisation and a 
whole supply chain organisation (Hallikas et al., 2004). The significance of supply chain risk 
and exploitation has been stressed in the literature (Manuj and Mentzer, 2008a, Manuj and 
Mentzer, 2008b, Christopher, 2002).  Initially, transactions cost theory (Williamson, 1975, 
Williamson, 1979) described and identified governance structures by reference to transaction 
costs between buyer/supplier. These transaction costs are affected by specific risk, but Khan 
and Burnes (2007) argued that transaction cost theory does not seek to explore risk theory to 
explain the governance structure. The IMP approach has dealt with risk. The work of the 
group has shown that a key component of managing the supply chain is the strategies chosen 
to reduce the risk posed by the inappropriate behaviour or performance of particular network 
members (Ford, 1980, Gadde and Hakansson, 2001, Khan and Burnes, 2007). The previous 
literature suggests studying supply chain risk from both an internal and an external 
perspective (Mason-Jones and Towill, 1998), and to focus on the level of the supply chain 
risk (Peck, 2005). 
 
Furthermore, to assess supply chain risk exposure, a firm not only identifies direct risks, but 
also analyses the potential sources of risk at every link along the supply chain (Christopher, 
2002). The companies have to participate in risk taking behaviour for this vulnerability to 
exist (Mayer et al., 1995, Morgan and Hunt, 1994). Risk taking behaviour can be handled by 
the use of formal structures such as contracts (Canning and Lioyd, 2007). 
 
If a buyer chooses to develop and invest in a long term relationship with a supplier, it can 
bring significant benefits (Burnes and Doyle, 1994, Burnes and New, 1996, Womack et al., 
1990). However, if either partner defaults or attempts to take advantage of the other, the risk 
can be significant (Cousins et al., 2004). Thus, risk can lead to possible loss and gain in 
buyer/ supplier relationships. For managing the risk it must be understood “collectively” and 
“simultaneously” and implemented in an integrative and coherent way to guide practice 
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(Chua et al., 2003, Christopher and Peck, 2004, Cousins et al., 2004). Moreover, Chopra and 
Sodhi (2004)formulated a supply chain risk interaction diagram to mitigate supply chain risk 
and improve the resilience of supply chains. However, there is still only limited research on 
measuring supply chain risk and examining the effect of supply chain risk on supply chain 
performance. 
 

EXTERNAL ENVIRONMENT –COMPETITIVE INTENSITY 
 
Badri et al. (2000) demonstrated that the external business environment in which a firm 
competes changes continually. A critical issue therefore is continual environmental scanning 
is to stay ahead of competition. Competition among suppliers has increased as globalization 
and buyers’ requirements have evolved. Competition between suppliers is fierce, particularly 
in view of the changing business environment (Baraldi, et al., 2007).The environment has 
pushed organizations to compete not solely on their own capabilities but with their entire 
supply chain (Hult et al., 2007).The firm may gain in a competitive business environment by 
broadening product lines, improving quality, or lowering cost (Badri et al., 2000b). However, 
it is very difficult for a company to achieve success without the help of its partners in a 
competitive environment(Ozer, 2005).Many authors have suggested that competitive 
advantage and reducing costs may be gained through developing close supply relationships 
(Lamming et al., 2005).However previous literature has not yet developed a model of how 
relationships in competitively-intense environments affect supply chain risk and performance. 
 

RELATIONSHIP – TRUST 
 

Since the 1990s, trust has received a lot of attention from various disciplines: in economics 
(Sako, 1992), in marketing (Morgan and Hunt, 1994) and in social exchange (Zaheer et al., 
1998). Trust is a complex concept with a range of definitions. Sako (1992) developed the idea 
of trust and categorises trust in three ways: contractual, competence and goodwill.  
Contractual trust is based on the belief that the other party will fulfil its promises and act as 
agreed. Competence trust is based on the belief that the other party will be capable of doing 
what it has promised.  Goodwill trust is such that there are no explicit promises which are 
expected to be fulfilled. It promotes a good development of relationships. Both parties in 
relationships are willing to do more that could be expected according to the contractual terms 
without expecting anything in exchange.Ring and Van de Ven (1994) considered that trust 
can be conceptualised based on the premises of fair dealing and the confidence of risk in the 
predictability of one’s expectations.  
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The relevance of trust as an influential variable in supply chain relationships has been 
recognised broadly in supply chain management literature (Zaheer et al., 1998, Bretherton 
and Chaston, 2005, Chen and Paulraj, 2004, Halldorsson et al., 2007, Svensson, 2001, 
Håkansson and Snehota, 1995). Trust is not only an important precondition in supply chain 
management but also is the core prerequisite of supply chain integration (Halldorsson et al., 
2007). Calculative trusts that can have a significant impact on buyer-supplier relationships, 
and have a significant influence on supply chain performance (Chen and Paulraj, 2004). A 
high level of inter-organizational trust is found to be related to enhanced supplier 
performance, lowered costs of negotiation and reduced conflict (Zaheer et al., 1998). The 
existence of trust in collaborative relationships is essential to reducing control risk,its 
flexibility provides the supply chain with a strong ability to deal with the supply chain’s 
complexity (Svensson, 2004). However, Cox (1999) argued that trust cannot be enforced, it is 
not volunteered, and the only reason of fostering collaboration is either through unbalanced 
power-relationships or by providing incentive to suppliers. Several authors have 
acknowledged studies involving trust in supply chain (Cambra-Fierro and Polo-Redondo, 
2008, Chen and Paulraj, 2004, Cheng et al., 2008, Ireland and Webb, 2007).  
 

RELATIONSHIP – COMMITMENT 
 

In buyer–supplier contexts, commitment is defined as a desire to maintain a relationship and 
make efforts to ensure its continuance (Morgan and Hunt, 1994).It is also defined as an 
implicit or explicit pledge of relational continuity between exchange partners (Morgan and 
Hunt, 1994, Dwyer et al., 1987). Supply chain management can not integrate firms without 
the highest level of managerial commitment(Magnan and Cooper, 2006) and is a prerequisite 
for exceptional value in the chain. 
 
In addition, the cross–functional and inter-organisational nature of supply chain management 
makes broad–based commitment a prerequisite (Kuglin, 1998).For long term relationships, 
commitment produces outcomes that promote efficiency, productivity, and effectiveness. In 
the short term, commitment leads directly to cooperative behaviours. Commitment and trust 
both are “key” to market motivation (Morgan and Hunt, 1994).This can be explained by 
transactions cost theory in that, committed parties are willing to invest in translation-specific 
assets, demonstrating that the buyer/supplier can be relied upon perform essential functions in 
the future (Anderson and Weitz, 1992). It reduces the chances that a company may have other 
partners, or decreases the cost for redirecting (Williamson, 1983).  
 
Commitment as the keystone of business relationship creates confidence in exchange 
effectiveness that comes from trust (Dwyer et al., 1987).Commitment is a factor that 
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isassumed to influence the development of trust between firms (Crotts and Turner, 1999). It 
represents true loyalty to the supplier-partners, and is connected to a long-term orientation 
and close relationships (Nielson and Arizona, 1998). 
 

RELATIONSHIP – POWER 
 

Power is ability to lead a change in others’ behaviour (Gaski, 1984) and is an element of 
control in the supply chain. A control process includes the use of arange of bureaucratic, 
cultural, and informal mechanisms of power and authority(Geringer and Hebert, 1989). 
Power is a potential influence and exists even when not observable (Emerson, 1962). In 
addition, power in the supply chain can be explainedas mediating the initiatives of the supply 
chain to the end consumer (Dapiran and Hogarth-Scott, 2003).It is a significant factor that 
leverages buyer-supplier relationships (Cox, 2004b, Harland, 1996).  
 
Hunt and Nevin (1974) developed a modified model of power that divided power into 
coercive and non-coercive types. Non-coercive power sources are reward; reference; expert; 
legal legitimate; and information, while the source of coercive power is punishment. The 
model of power in a buyer–supplier relationship essentially involves a channelof distribution 
within a unilateral dependency relationship. Coercive power onlyreflects a short-term 
perspective and most suppliers will only cooperate defensively, thus this approach misses out 
in establishing long-term trading partner relationships and economic benefits (Hart and 
Saunders, 1997).Hunt and Nevin (1974) claimed non-coercive sources of power provide 
better alternatives for enhancing the satisfaction of less powerful trading partners. Cox (1999) 
argued there is no one single approach to supply chain management that is appropriate in all 
circumstance. Certain approaches will be conducive to particular supply and value chain 
power structures. Power and trust between partners in a relationship co-evolve over time, in 
which the presence of trust may negate the need for using power in certain activities (Inkpen 
and Currall, 2004). The successful business relationships lay in the presence of relationships, 
commitment and trust, not power and ability to condition others (Morgan and Hunt, 1994). 
Meanwhile, power has been found to have a significant positive effect on both supply chain 
performance and supplier satisfaction (Benton and Maloni, 2005). 
 

RELATIONSHIP – MITIGATING RISK 
 

Supply chain risk is a significant factor in the business environment. Mitigating risk has been 
examined by many authors (Jüttner et al., 2003, Manuj and Mentzer, 2008a, Manuj and 
Mentzer, 2000b). Four methods have been identified to reduce risk in terms of Avoiding, Co-
operation, Transferring/ sharing risk, and Flexibility (Manuj and Mentzer, 2000b). 
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Avoidancestrategies can be used when the risks associated with operating in a given product 
or geographical market, working with business partners, is considered unacceptable (Miller, 
1992). Co-operationis a strategy that mitigates supply chain risk(Jüttner et al., 2003).  
 
Collaborative supply chain partners support the development of flexibility, responsiveness 
and low cost manufacturing skills therefore reducing risk (Hoyt and Huq, 2000). It can lead 
to a competitive advantage over other supply chains (Faisal et al., 2006, Mentzer, 2000, Poon 
and Swatman, 1998). This collaborative relationship leads to a high degree of 
interdependence among business partners. It requires trust and commitment and a willingness 
to share risks (Sahay and Maini, 2002). Risk sharing varies according to the type of 
collaboration (Harland et al., 2003). As regards collaboration in the initial level of supply 
chain framework, there may not be such clarity in terms of risk sharing, but in the highly 
integrated level of the network it is important to form an agreement to ensure long term 
commitment to allow sharing of sensitive information, knowledge and competences (Harland 
et al., 2003). 
 
Moreover, flexibility is a critical way to mitigate risk in global supply chain. It plays a 
facilitating role in the coordination process and provides the capability to help firms cope 
with the high levels of environmental and operating uncertainty in global cooperation (Manuj 
and Mentzer, 2000b). In addition, flexibility helps firms smoothly change when 
circumstances change (Manuj and Mentzer, 2008b). Jüttner et al (2003) proposed three 
strategies to keep the supply chain stability and mitigate risk. Firstly, postponement: This 
reduces firm’s dependence on forecasts and reduces demand risk. Secondly, multiple 
sourcing, through which firms can manage risk through spreading risk is potentially useful. 
Finally, localising sourcing with its short lead times and potential for quick response can be 
used to stabilise supply chains.  
 

SC PERFORMANCE – SATISFACTION 
 

Satisfaction has been defined as an overall positive measure or evaluation of the aspects of a 
firm's working relationship with another firm (Dwyer et al., 1987, Gaski and Nevin, 1985). 
Satisfaction with a relationship may be defined in both economic and non-economic terms 
(Geyskens et al., 1999). As such, firms can work toward improving both financial and 
psychological benefits derived from buyer–seller relationships (Leonidou et al., 2008, Flynn 
et al., 2010a, Soni and Kodali, 2010, Thakkar et al., 2009). Economic satisfaction relates to a 
relationship partner's positive affective response to economic rewards arising from the 
relationship, such as increased sales volume and profits (Geyskens et al., 1999). Non-
economic satisfaction relates to a partner's positive affective response to psychosocial aspects, 
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such as nature of interaction, respect, and willingness to exchange ideas (Geyskens et al., 
1999). Benton and Maloni (2005, p2) defined supplier satisfaction as “the feeling of equity 
with the relationships no matter what power imbalance exists” and call it“the overriding 
factor” in affecting the future of a supply chain partnership. Supply chain satisfaction is 
driven by trust and commitment (Benton and Maloni, 2005). Nyaga (2010) demonstrated that 
one way to improve performance and buyer’s satisfaction was for suppliers to focus on 
demonstrating trust and commitment. 
 

SC PERFORMANCE – PERFORMANCE 
 

The supply chain encompasses all activities associated with the flow of goods and 
information from internal suppliers through to the end consumer (Christopher, 2002, 
Handfield and Bechtel, 2002, Christopher, 1992). The goal of manufacturers is critical in 
determining the supply chain objective to improve supply chain performance. Studies of 
supply chain performance have engaged a variety of perspectives such as supply chain 
performance definitions (Beamon and Chen, 1999, Gunasekaran et al., 2001, Gunasekaran et 
al., 2004), performance measures (Benito, 2007, Benton and Maloni, 2005, Kroes and Ghosh, 
2010, Ghosh and Fedorowicz, 2008) and methodologies (Flynn et al., 2010, Soni and Kodali, 
2010, Thakkar et al., 2009). For instance, Berry et al., (1999) found that the implementation 
of business technology system certainly improve supply chain performance. Panayides and 
Lun (2009) found trust has an impact on supply chain performance. A high level of inter-
organizational trust is found to be related to enhanced supplier performance, lowered costs of 
negotiation and reduced conflict (Zaheer et al., 1998). As performance improves, satisfaction 
with the relationship is likely to increase (Whipple et al., 2010).  
 
The recurring theme in all of these studies is the aim of improving supply chain performance. 
However, the underlying dimensions of business environment have received limited 
treatment in these studies. Furthermore, dimensions of supply chain relationships such as 
trust and commitment have been only broadly tested in the marketing literature in term of 
their impact on marketing performance (Morgan and Hunt, 1994). Likewise, satisfaction has 
been tested in the business environment literature only in terms of its impact on financial 
performance (Ward and Lewandowska, 2008). However, its effect on supply chain 
performance has received less attention in the literature. 
 

RESEARCH APPROACH 
 
This paper reports on stage one of a larger project. The research is set out in two phases: a 
preliminary qualitative phase followed by a large scale survey aiming to measure the 
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constructs and test the relationships in Figure 1. The qualitative research component has two 
main objectives.  The first is to elicit manager opinions on the model presented in Figure 1 in 
order to test it empirically in the quantitative stage.  The second objective is to ascertain if 
there are elements that need to be included in the model that are not currently there. 
 
Given the lack of empirical research on the business environment influence on supply chain 
buyer-supplier relationships, and the need to explore environmental factors influencing 
supply chain buyers and suppliers within particular business environments, the use of in-
depth semi-structured interviews is deemed appropriate. The interviewer can further explore 
and build upon the existing knowledge based on semi-structured interviews, and this method 
has been used by previous research (Churchill, 1979, Gerbing and Anderson, 1988, Wathne 
and Heide, 2004). There are several advantages of using semi-structured interviews. Firstly, 
in-depth semi-structured interviewscan be used to examine the dynamics present in real life 
and discover insights of the firms into the research topic at hand (Flynn et al., 2010, Fynes et 
al., 2004). Secondly, the flexible format of semi-structured encourages extensive answers that 
reveal insights into the topic being examined (Wathne and Heide, 2004). This method was 
conducted to find out business environmental factors that influence supply chain buyer-
supplier relationships. 
 
Several gaps were found after the literature review had been carried out. A semi-structured 
interview has the potential to help in justifying the research gap and reconceptualising the 
model. A theme sheet wasdeveloped based on the literature review, and used as a guide to 
investigate key business environmental elements that are influencing supply chain buyer 
supplier relationships, also it helps inform the questionnaire, and to identify measures for 
quantitative investigation in the next step. Senior managers/owners of the firms in different 
sectors in Ireland and China were interviewed based on the theme. 
 
Purposive sampling using maximum variation as a sampling strategy will be used. This 
strategy helps researchers select cases that are likely to be able to provide researchers with 
compelling information regarding the key research objectives that have been proved by 
previous studies (Fynes et al., 2005, Fynes et al., 2004). In this study, the applicable 
operational criteria for case selection are firms that have purchasing relationships with 
overseas suppliers in China. Eight companies were interviewed for the purposes of this stage.  
Seven of the companies have significant purchasing relationships with Chinese companies 
across different industries.  The final interview was with a Chinese supplier who supplies to 
the Irish market in order to validate much of the information from the perspective of the 
Chinese supplier.  This was felt to be an important step given the dyadic nature of the 
research in supply chains, and the possibility of having a myopic view of the situation if only 
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Irish firms were interviewed.  Interviewees held various positions as per Table 1.Interviews 
were in English or Chinese depending on the interviewee’s preference and were transcribed 
into English for the purposes of analysis.  
 
Table 1: Interviewees 

Industry Sector  Respondents  
Heating Director 
Building Materials Country Director - China  
Heating Director of Operations 
Retail Organization International Marketing Manager 
Retail Clothing Organization Director of Asian Marketing  
Dairy Business Group Purchasing Director 
Electrical Components (China) OperationsManager  
Beverages  Head of Supply Chain  
 

RESEARCH ANALYSIS 
 
In the broad discussion of the external environment with the participants, three key aspects 
emerged: institutional environment, cultural issues and competitive intensity. The change in 
the Chinese economy and its relative insulation from the financial crisis led to the validation 
of the importance of the institutional environment for both Irish and Chinese firms 
(Yaibuathet et al., 2008). Cultural distance is a significant factor in supply chain relationships 
and influences the manner of communication, coordination and trust development (Gong et 
al., 2007, Vaaland et al., 2004, Zolin et al., 2004).  The participants felt that cultural issues 
played a large part in the relationships and discussed mechanisms to reduce the distance and 
to align themselves with their partner’s cultural mindset. The issue of competitive intensity, 
perhaps not surprisingly given the current economic environment, also came to the fore.  
 
Five internal environmental issues came to the fore in the interviews. These were technology 
development, dependence, social bonds, supplier size and experience. Supply chains are 
becoming more dependent on technology and it plays vital role in supply chain management 
(Schoenthaler, 2003). The interviewees discussed the importance of matching technology 
requirements early in the relationship in order to make the most from the relationship.They 
also conceded that this was a learning opportunity for both sides. The level of dependence on 
the supplier or indeed the buyer was a recurrent theme in the interviews.  The issue of back-
up plans in case of failure was mentioned to mitigate risk.  The perception of dependence was 
discussed rather than the actual level itself as an important dimension of buyer-supplier 
relationships (Caniels and Gelderman, 2007, Carr et al., 2008). The level of importance 
placed on social bonds was quite high.  May organisations have invested in transaction 
specific investments that are gradually embedded in social bonds (Liu et al., 2009).  It is 
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known that firm size may be a proxy for buyer power (Wathne and Heide, 2004) and this 
research validated this finding. Historic factors continue to affect relationships between 
buyers and suppliers (Cousins, 2002).  
 
The model was partially validated by the interviewees.  While they all considered the aspects 
in Figure 1 to be important, they stressed the importance of cultural distance, political 
environment and trust as having a significant influence on the supply chain buyer-supplier 
relationships and supply chain performance.  Interestingly the internal environment aspects 
were given less credence by the respondents even though they did acknowledge their 
importance.  One of the objectives of this stage was to see if there were any issues that were 
missing from the model.  
 
Quality and social responsibility were mentioned by respondents in terms of key factors that 
affect buyer supplier relationships.  Quality of product, and indeed communications, were 
mentioned by respondents as key to doing business in China.  This was also echoed by the 
Chinese respondent. The issue of social responsibility was raised primarily by the retail 
clothing organization as this industry has come under pressure from their customers in 
relation to such issues as ethical sourcing and child labour allegations.  This matter was not 
brought up by the other interviewees.  Quality therefore remains as a key issue to be 
addressed before finalizing the quantitative instrument.  
 
Finally, it was encouraging to note that both internal and external factors were found to be 
important for the level of trust and commitment exhibited in the relationship and also seen to 
be crucial for the continued success of the supply chain relationship. 
 

CONCLUSIONS AND RECOMMENDATIONS 
 
This research is answering a need for a theoretical framework specific to business 
environment elements and supply chain relationships, and their outcomes in terms of supply 
chain performance. This study aims to meet the need and develops a conceptual model which 
posits relationships between business environment factors, aspects of supply chain buyer-
supplier relationships, supply chain satisfaction and their ultimate effect on supply chain 
performance.  
 
By focusing on the business environment factors, this researchresponds to a call from Fynes 
et al. (2004) who indicated the need for more work on themediating variables in the 
relationship quality-performance linkage in supply chains. Thewide-ranging set of such 
variables here includes firm’s internal technology which is noted byFynes et al. (2004). This 
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research will contribute in determining the extent to which buyer-supplierrelationships 
mediate the impact of business environment factors on supply chainperformance. It will help 
to further develop the way of managing the business environmentfactors and supply chain 
buyer-supplier relationships that create supply chain performance. 
 
Satisfaction has been tested in business environment management in term of impacton 
financial performance (Ward, 2008). It also has been investigated in buyer-
supplierrelationships in term of the impact on outsourcing relationship performance (De Vita 
et al.,2010). However, satisfaction impacts on supply chain performance has been given 
lessattention. This research will further support this issue highlighted in previous studies such 
asunderstanding the satisfaction as being critical because there is a ‘‘void’’ in supply 
chainsatisfaction research (Benton and Maloni, 2005) and the consequent inadequate 
attention torelationships quality impact on supply chain performance (Fynes et al., 2005). The 
benefit ofthis research will not only be to help understand the impact of satisfaction on supply 
chainperformance but to contribute to relationship quality issue such as trust and 
commitmenteffect on supply chain performance. 
 
Cox (2004) believed the most appropriate way of managing a relationship depends onthe 
prevailing balance of power between the buyer and supplier. Power is a critical role insupply 
chain relationships, it has been found to have a significant positive effect on bothsupply chain 
performance and supplier satisfaction (Benton and Maloni, 2005). This studyextends the 
concept of power to examine how power mediates the impact of businessenvironment factors 
on supply chain performance. 
 
On the practical implications, it must be noted that supply chain buyer-supplier 
relationshipshave become increasingly important. They can bring superior value to an 
organisation byapplying an appropriate relationship strategy (Cousins, 2002, Trent, 2005, 
Benton andMaloni, 2005, Ford, 1980). This study offers potential benefit of improving firm 
performancethrough enhancing appropriate relationships between buyers and suppliers in 
particularenvironmental contexts. 
 
Finally, the research offers a comprehensive study on business environment factors 
thatinfluence supply chain buyer and supplier relationships. This would suggest that there are 
considerableopportunities for organisations operating in such business environment to 
enhance theirsupply chain performance through a particular focus on the attitude and 
behaviour of supplychain managers. The relationships identified by the research can form the 
basis for aprescriptive tool to help managers make decisions about the effect of 
environmental factorson supply chain performance. 
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The next stages of this work are to complete more interviews focussing on the quality aspect 
brought up by the respondents, and to engage with more Chinese suppliers to ensure that both 
sides of the relationship are well represented in the model to be tested empirically. 
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