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Abstract

The purpose of this research is to explore
the relationship between supplier’s de-
pendency and the relationship orientation
of supplier-manufacturer relationship.
The main tools of data collection instru-
ment used was a questionnaire which was
administrated to a total sample of 210
managers is classified by job title and re-
spondents are also classified by their job
functions are corporate executives, pur-
chasing, manufacturing or production,
material, and operation from Malaysia
electrical and electronic manufacturing
industry. The response rate was 26%
while 96% were usable questionnaires.
Sample selection was based on random
sampling. The data were analyzed using
mean, standard deviation and correlation
between independent and dependent vari-
ables. The analyses involved statistical
methods such as reliability and validity
tests and multiple regressions. The find-
ings show that the supplier perceives de-
pendency has a significant relationship
with relationship orientation statically.
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1. Introduction

As companies join forces to achieve
mutually beneficial goals, they admit that
each is dependent on the other. This view
flows directly from an exchange para-
digm [e.g., 1]. Interdependence results
from a relationship in which both supplier
and manufacturer perceive mutual bene-
fits from interacting [e.g., 2] and in which
any loss of autonomy will be equitably
compensated through the expected gains
[3]. Both parties recognize that the ad-
vantages of interdependence promote ef-
ficiency and stability motivations, that
provide benefits greater than either could
attain singly. Efficiency and stability mo-
tivations reflect to the hope to improve
economic outcomes and to adapt the
company to environmental uncertainty.

Relational-oriented exchanges are a
caused by the degree of interdependence.
That is the mutual dependence between
supplier and manufacturer. In order to
reflect variable interdependence, two in-
herent concepts have been identified:
magnitude and asymmetry [4-6]. Inter-
dependence magnitude is defined as the
sum of the dependence in an exchange
and dependence asymmetry as the com-
parative level of dependence. It has been
demonstrated that high magnitude inter-
dependence influences the establishment


http://www.umis.uum.edu.my/umis/persis/carian/ss_nopkj.jsp?ai_nopkj=1831

of relational structures and processes.
This is because a close relationship fos-
ters the use of non-coercive force, reduc-
es conflict, foments stability and pro-
motes durability [7].

2. Literature review and Hypotheses

The degree of dependence of a supplier
on a manufacturer may also influ-
ence relationship behaviour. This is be-
cause high dependence implies that a val-
ued resource is available from
the manufacturer which represents poten-
tially gainful payoffs. To ensure contin-
ued supplies in a high dependence situa-
tion, one should be expected to cooperate,
even if it is non-voluntary in nature. For
low dependence, the level of relationship
may be conditioned by other factors but is
likely to be lower since desired payoffs
may be perceived to be low and not im-
mediately forthcoming.

Drawing upon the previous empirical
evidences, industrial applications and
new concepts in relationship management,
higher level of dependence between sup-
plier and manufacturer is hypothesized to
be positively related to relational-oriented
exchange. The above arguments lead to:

Hypothesis 1: Higher level of depend-
ence has a significant positive impact on
relational oriented exchange

3. Research Methodology

3.1. Sampling and Data Collection

A total postal survey is sent out to 865
respondents in two waves during the
months of September to November 2011
and from December 2011 to January
2012. A total of 218 was received and
used for analysis which translates to
about 25.2% response rate. The first wave
yields 147 responses and the second wave
yielded 71 responses.
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3.2. Reliability Analysis

The Cronbach’s alpha was conducted to
assess the reliability of each scale. Alpha
values over 0.7 indicate that all scales can
be considered reliable [8]. For each of
the item scales, factor analysis was used
to reduce the total number of items to
manageable factor. Principal components
analysis is used to extract factors with
eigenvalue greater than 1. Varimax rota-
tion is used to facilitate interpretation of
the factor matrix. Sampling adequacy
measurement tests are also examined via
the Kaiser-Meyer-Olkin statistics to vali-
date the use of factor analysis. Factor
analysis showed that the KMO value of
0.78 indicates sampling adequacy. The
factor model indicates a distinct factor
loading without any misclassification
which is dependence.

Cronbach’s alphas among 4 items in
the questionnaires exceeded 0.7. Four
items are identified for Dependence (DP).
These items are treated as independent
variables. A similar factor analysis was
applied to the relational oriented-
exchange with 8 items in the question-
naire without deleting any item during the
factor analysis. Cronbach’s alphas
among 8 items in the questionnaires are
exceeded 0.7. All items are identified for
relational-oriented exchange (ROE) and
treated as dependent variables. The KMO
value of 0.89 indicates sampling adequa-

cy.

4. Findings and Analysis
4.1. Correlation Analysis

The correlation between independent var-
iables (relational-oriented exchange) and
dependent variables (dependence) were
positive. Dependence had a correlation
of 0.52, p<0.01 with relational-oriented
exchange. Which means that the re-
spondents are more likely to evaluate de-



pendence was positive when relational-
oriented exchange is positive.

4.2. Regression Analysis

Univariate regression analysis was con-
ducted to determine the relationship be-
tween Dependence factors with Relation-
al-Oriented Exchange variable. Simulta-
neously, regression analysis identifies the
most contributory variables among the
Dependence factor that best predict the
relational-oriented exchange factor (ex-
pectation of continuity, team-
consciousness, cooperation and communi-
cation).

Table 1: Univariate Regression Result between
Dependence (DP) Factor and Relational-
Oriented Exchange (ROE)

R R Square Adjusted [Std. Error of
q R Square |the Estimate
581 |.337 .334 .98384
F Sig. Durbin-Watson
104.868 .000% 1.850
Unstandard- Std. Standard-
Model ized Error [ized Beta
Beta
(Constant) |1.460 .252
Depend- | 671 061|581
ence
i Collinearity Statistics
t Sig.
Tolerance VIF
5.797 .000
10.240 .000 1.000 1.000

a. Dependent Variable: Relational-
Oriented Exchange

The result showed in the Table 1
demonstrate that the regression equation
with predictors was significant, R = .581,
R2 = .337, R2 adj = .334, F (1, 210) =
104.868, p < .001. In other words, the
univariate correlations between the predic-
tor and the dependent variable were .581;
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the predictor accounted for 33.7% of the
variance in the relational-oriented ex-
change. The generalizability of this model
in another population was .334. The value
of R2 dropped to only .003 (about 0.3%)
in the adjusted R2adj, which indicates that
the cross validity of this model was fine.

Table 2: Summary of Hypotheses Testing on
The Direct Effect of Dependence (DP)
Factor on The Relational-Oriented Ex-
change (ROE)

Statements of
Hypotheses Hypotheses Remarks
Higher level of de-
pendence has a signif- | Supported
Hi icant positive impact H1 hy-
on relational-oriented | potheses
exchange
Variables | . Relational- Remarks
oriented exchange
f=0.581 Ha supported
Dependence t=10.240
p = 0.000***

The significant F-test revealed that the
relationship between dependence variable
and independent variables was linear and
the model significantly predicted the de-
pendent variable. The F-test (1, 210) =
104.868, p < 0.001) indicates on overall
significant prediction in the independent
variables to the dependent variables. Ta-
ble 2 shows the individual contributor of
predictor with a regression equation. The
Dependence (B = .581, t 10.240, p
=.000) had a high standardize beta coeffi-
cient, which indicates that dependence,
was an important variable in predicting
relational-oriented exchange.

The independent variables impacted on
the dependent variable in the direction hy-
pothesized. Thus better relational-
oriented exchange can be obtained when a
company has depended on their manufac-
turer. The H1 is supported. The summary
of hypotheses testing for the direct rela-
tionship between Dependence factor and



relational-oriented exchange is shown in
Table 2.

5. Results

In this research, the following outcomes
were obtained: The correlation analysis
showed that dependence is related to rela-
tional-oriented exchange. The research
also found that dependence is the im-
portant determinant of relational-oriented
exchange. For hypothesis 1 investigate
the relationship between dependence and
relational-oriented exchange, this study
found that significant correlation between
dependence and ROE. Finding show there
is a strong relationship between depend-
ence and ROE with 0.522 [9].

6. Conclusions

Hypotheses 1 posit a significant relation-
ship between dependence and relational-
oriented exchange. In this study, relation-
al-oriented exchange reflects the desire of
a close supplier-manufacturer relationship
for continuity in the long-term, anticipated
prolongation to a future period and the de-
gree of cooperation between the members.
This study found that supply chain man-
agers in Malaysia perceived that their
companies are witnessing a fairly good
level of relational-oriented exchange (M =
3.75). In relation to relational-oriented
exchange of supplier-manufacturer, this
study found that dependence has signifi-
cant relationships with relational-oriented
exchange of electrical and electronic man-
ufacturing company.

In this study dependence refer to the ex-
tent to which a target company needs the
source company to achieve its goals. As
mentioned earlier, based on the mean
score, the supply chain manager perceived
that their companies have fairly high lev-
els of dependence (M = 3.90). The results
indicate that dependence is positively re-
lated to relational-oriented exchange. In
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other words, the level of relational-
oriented exchange may depend on the ex-
tent of adequate level of dependence.
High level of dependence may lead to
high level of relational-oriented exchange.
The finding is consistent with [10] who
found that the relational exchange of pa-
per mills companies was strongly and pos-
itively influenced by customer-supplier
dependency and not environmental uncer-
tainties. Dependency of paper mills was
defined in terms of the customer’s percep-
tion of how they're and their supplier’s
dependency (single firm dependency).
Customers perceive dependency is related
to exchange benefits, positive relationship
between a single firm’s perception of its
dependency and its managers’ interest in
maintaining a relationship or developing a
more relational exchange with its ex-
change partner. This is in line with [11]
who argued that when a supplier provides
a larger portion of a firm’s business, that
firm is more dependent on that supplier.
In addition, dependency of supplier in this
study is determined by the increase
amount of business provided by the manu-
facturer, the availability of critical re-
sources, only one company that provides
that potential for partnership and the only
company can accomplish a task [12].
Therefore, the findings of this study indi-
cate statistical significance of level of de-
pendence and relational-oriented exchange
is in line with studies, which include [13,
14]. The high dependency supplier has a
higher relational orientation of exchange.
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