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A B S T R A C T   

This study analyzes how relational governance facilitates the relationship benefits of performance information 
provided by both a supplier and a buyer. It also examines the effect of strategic supplier status on value creation 
supported by performance information in a buyer-supplier relationship. The empirical data was collected with a 
survey addressed to suppliers of large-scale industrial companies operating in both manufacturing and service 
sector. Confirmatory factor analysis and structural equation modeling (CB-SEM) were utilized in the analysis of 
data. The results demonstrate the positive impact of operative performance information provided by a supplier 
on buyer-supplier relationship value. Mature supplier performance evaluation relates to relationship value only 
through the mediation of relational governance, i.e. collaborative performance management activities. Rela-
tional governance is important in relationships with both strategic and non-strategic suppliers, but for different 
reasons. In strategic supplier relationships, relational governance is even more important than the availability of 
performance information. The results of this study add to the limited body of research analyzing the outcomes of 
performance measurement and management in supply chains. They also extend the literature of information 
sharing in supply chains by presenting the varying roles played by relational governance in the use of two 
different forms of performance information.   

1. Introduction 

The importance of information sharing in supply chains is indisput-
able but the outcomes of information sharing depend on “what infor-
mation is shared, how and with whom” (Li and Lin, 2006). Performance 
measurement can facilitate information sharing and collaboration in 
buyer-supplier relationships (Cousins et al., 2008). However, the links 
between performance measurement and performance outcomes are still 
unclear in inter-organizational settings (Maestrini et al., 2017; Pekkola 
and Ukko, 2016). This study sheds light on the role of non-financial 
performance information and its use in creating relational advantage. 

The importance of supply chain performance measurement has 
increased apace with the significance of suppliers in the business success 
of companies. However, it is challenging for companies to manage the 
performance of their suppliers and supply chain due to the complexity of 
relationships and connections between companies (Maestrini et al., 
2017). Most of the existing performance measurement and information 
systems are designed for organizations’ internal purposes, having only 
limited capabilities to support inter-organizational information ex-
change and management. Performance measurement extending beyond 

organizational boundaries is now a topical development object in many 
companies. Advances in information systems have facilitated this 
development (Franco-Santos et al., 2012). For example, cloud services 
and new analytical solutions have been taken into use to support 
inter-organizational performance information exchange. Hence, it is 
increasingly important to understand how performance information can 
support management and performance advancements in buyer-supplier 
relationships. 

Existing studies on buyer-supplier relationships often highlight the 
benefits of close supplier collaboration (Kim et al., 2010) and informa-
tion sharing (Cheng, 2011). Although the literature acknowledges the 
various forms of supply chain information, very few empirical studies 
specify the performance implications of different types of information 
(Klein and Rai, 2009; Zhou and Benton, 2007). The existing studies 
considering performance information often highlight cost information 
(Fayard et al., 2012; Pekkola and Ukko, 2016), while non-financial 
performance information has gained less attention. 

Many earlier studies on performance measurement focus on intra- 
organizational performance measurement (Cousins et al., 2008). 
Consequently, performance measurement in supply chains and extended 
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enterprises has attracted increasing attention (Ferreira et al., 2012; 
Maestrini et al., 2017; Pohl and Förstl, 2011). The research so far pre-
sents the design characteristics of effective measurement systems 
crossing organizational boundaries but empirical evidence on the out-
comes of inter-organizational performance measurement is limited 
(Franco-Santos et al., 2012; Maestrini et al., 2018d; Verdecho et al., 
2009). Studies of performance measurement in buyer-supplier re-
lationships have highlighted the viewpoint of the buyer company 
(Caglio and Ditillo, 2008; Cousins et al., 2008; Gunasekaran et al., 2004) 
while the supplier’s perceptions have received less attention (Prahinski 
and Fan, 2007; Maestrini et al., 2018d). Further, little evidence is 
available on the role of supportive practices for using supply chain 
performance measurement information (Luzzini et al., 2014). 

Strategic relationships between buyers and suppliers have attracted 
increasing attention in the literature (Agarwal et al., 2010; Krishnan 
et al., 2016). Such relationships are ever more important in governing 
transactions (Krishnan et al., 2016). Although many studies report the 
benefits of strategic business relationships, a stream of studies claim that 
these benefits are not always realized. The relation between perfor-
mance measurement and the type of a business relationship requires 
more research attention (Hald and Mouritsen, 2018). Effective gover-
nance mechanisms and information sharing are known to be conducive 
to success (Cao and Zhang, 2011; Dyer and Singh, 1998; Lee and Cav-
usgil, 2006). However, the reasons for the success and failure of strategic 
business relationships are still partly unclear (Agarwal et al., 2010). The 
current understanding on the interplay between performance informa-
tion and relational governance in pursuing the goals of strategic business 
relationships is incomplete. Further, only limited research is available 
on the creation of relational advantage through performance informa-
tion and relational governance (Cao and Zhang, 2011). 

The purpose of this study is to improve the current understanding of 
the link between performance measurement in buyer-supplier re-
lationships (Mahama, 2006), collaborative use of performance infor-
mation (Cousins et al., 2008; Maestrini et al., 2017) and relationship 
value creation (Balfaqih et al., 2016). More specifically the study an-
swers to the following research questions:  

• RQ1 How do different forms of performance information facilitate 
buyer-supplier relationship value creation?  

• RQ2 How does relationship value creation supported by performance 
information differ in a buyer’s relationship with its strategic and non- 
strategic suppliers? 

The study analyzes how relational governance facilitates the use of 
performance information and the creation of relational outcomes. It 
adds to the literature by elaborating the value creation mechanisms of 
different forms of performance information provided by both a buyer 
and a supplier. In addition, the study analyzes how the role of perfor-
mance information and its use change in strategic supplier relationships. 
The relational view and its relational rents (Dyer and Singh, 1998) will 
be used as a theoretical lens for interpreting the results. The empirical 
data for this study was collected by means of a survey addressed to the 
suppliers of four large buyer firms. The survey was sent to 1630 supplier 
companies and yielded 662 responses, thus resulting in a response rate 
of 41%. 583 usable responses for analysis remained after removing 
missing values. Confirmatory factor analysis and structural equation 
modeling were used to analyze the data. 

The rest of this paper is structured as follows. The second section 
presents the key constructs and reviews the literature on the outcomes of 
performance measurement, performance measurement use and rela-
tional advantage to support the overall logic of the conceptual model. 
The third section presents the individual research hypotheses and the 
supporting literature. The fourth section presents the research method-
ology of this study. Empirical findings are presented in section five and 
discussed in section six. Finally, conclusions are drawn in section seven. 

2. Literature review 

2.1. Definition of key constructs of the study 

Table 1 presents the definitions of the main constructs of this study. 
The definition of the construct “supplier’s provision of operative per-
formance information” relies on the study by Cousins et al. (2008) 
dealing with operational performance measurement with the exclusion 
of more studied cost dimension. This study examines supplier evaluation 
through the concept of performance measurement maturity. Commu-
nication of performance measurement results is often seen as an 
important aspect of its maturity (Bititci et al., 2011; Wagner and Krause, 
2009). Another key aspect in maturity is the usefulness of the informa-
tion in a specific context (Gelderman, 1998). In this study, the usefulness 
is examined from the perspective of a supplier. Hence, mature supplier 
evaluation is available at the relationship level and thereby reflects more 
strategic performance information (cf.; Gunasekaran et al., 2004) in 
comparison to unidirectional provision of performance information by a 
supplier. 

Several characteristics reflecting strategic buyer-supplier relation-
ships have been identified in the literature (e.g. Ahmed et al., 2017; 
Tangpong et al., 2015). This study uses a definition for a strategic sup-
plier derived from the two dimensions of the Kraljic purchasing portfolio 
model (1983), namely profit impact and supply risk. Suppliers providing 
both strategic and bottleneck items were included in the definition of a 
strategic supplier. These supply items often require relationship man-
agement focus instead of mere price negotiation focus (Cox et al., 2003). 
According to Kraljic (1983), strategic items require long-term relation-
ships and collaboration. High profit impact means that there is a high 
volume in purchases and that the supplied items impact on the pro-
duct/service quality and business growth of a buyer. Control over sup-
pliers is typically low in the case of bottleneck items. In both types of 
items supply risk is high and a buyer should pay attention to the 
ensuring of supply. Suppliers providing strategic items are of natural 
scarcity, whereas suppliers providing bottleneck items are characterized 
by production-based scarcity. Hence, the definition used in this study for 
a strategic supplier includes the perspective of supply risk, topical in the 
management of sustainable and resilient supply chains (Pagell et al., 
2010; Rajesh and Ravi, 2015). The definition emphasizes the 
power-dependence attributes of a buyer-supplier relationship, which 
have high practical relevance and importance for industry value chains 

Table 1 
Construct definitions.  

Construct Definition 

Supplier’s provision of operative 
performance information 

Quantitative performance information focused 
on day-to-day operations and linked to quality 
and delivery (Cousins et al., 2008) provided by a 
supplier. 

Perceived maturity of supplier 
evaluation 

Communication of evaluation criteria to 
suppliers (Prahinski and Benton, 2004; Whipple 
and Frankel, 2000). 
Communication of measurement results to a 
business partner (Bititci et al., 2011; Danese and 
Romano, 2012; Wagner and Krause, 2009). 
Perceived usefulness of performance 
information (Gelderman, 1998). 

Strategic supplier Suppliers providing strategic or bottleneck items 
(Kraljic, 1983). 

Relational governance Collaborative performance management 
activities including setting of common and 
agreed targets for performance between supply 
chain members (Cao and Zhang, 2011;  
Marchand and Raymond, 2008), and reviewing 
of performance jointly by organizations (Busi 
and Bititci, 2006). 

Perceived relationship value 
benefits 

Joint benefits in the core offering of a 
transaction and impacts on a customer’s 
operations (Ulaga and Eggert, 2006).  
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(Tangpong et al., 2015). However, the more relationship-oriented at-
tributes are excluded in the definition. 

Relational governance (Paulraj et al., 2014; Poppo et al., 2008) is 
operationalized through the activities of collaborative performance 
management reflecting the use of performance information across 
organizational boundaries. Collaborative performance management 
should support proactive management based on both feedback and 
feedforward operations control. Collaborative performance manage-
ment requires that supply chain members share common and agreed 
targets for performance (Marchand and Raymond, 2008) and review 
performance together (Busi and Bititci, 2006; Ferreira et al., 2012). 

Perceived relationship value benefits is used as the dependent vari-
able in this study. The definition of this construct is adapted from the 
work by Ulaga and Eggert (2006) and includes benefits created jointly in 
the business relationship. This study focuses on the benefits related to 
the core offering of a transaction (e.g. product quality), and impacts on 
customer’s operations (e.g. supplier’s know-how, joint product 
development). 

2.2. Outcomes of supply chain performance measurement 

Outcomes of information sharing in supply chains (Kembro et al., 
2014; Sezen, 2008) is an established research topic. Information sharing 
has an important role in the success of a partnership (Mohr and Spek-
man, 1994). Improved information sharing can facilitate problem solv-
ing, planning and decision-making (Kembro and Näslund, 2014). Many 
studies on information sharing in supply chains have adopted a buyer 
perspective and more studies from the supplier viewpoint have been 
called for (Paulraj et al., 2008). The need for a better definition of in-
formation content has also been raised to advance the literature on in-
formation sharing in supply chains (Zhou and Benton, 2007). The role of 
information quality, e.g. richness and usefulness of information in 
gaining performance benefits in buyer-supplier relationships has gained 
some attention (Chavez et al., 2015). However, the studies on infor-
mation quality do not specify the content of information. Zhou and 
Benton (2007) linked information content to manufacturer and 
customer information but failed to demonstrate a link between the 
studied information content and performance benefits in delivery. Few 
studies investigating the outcomes of information sharing in supply 
chains have taken performance measurement information under scru-
tiny (Papakiriakopoulos and Pramatari, 2010). 

Several studies have examined the outcomes of performance mea-
surement (Franco-Santos et al., 2012) but most of them focus on 
intra-organizational investigation instead of inter-organizational set-
tings (Mahama, 2006). The outcomes identified include expectation 
clarification, promotion of target-oriented behavior, ambiguity reduc-
tion, and enhanced feedback and learning (Mahama, 2006). Numerous 
studies have presented performance measurement challenges in 
inter-organizational settings, such as limited focus not capturing whole 
networks or systems and skewed measures highlighting short-term ob-
jectives (e.g. Pohl and Förstl, 2011). The results regarding the benefits of 
inter-organizational performance measurement, for example in setting 
and reviewing targets between organizations, are still inconsistent 
(Cousins et al., 2008). 

Earlier studies have classified supply chain performance measures by 
differentiating, e.g. operational, tactical and strategic performance 
measures (Gunasekaran et al., 2004), communicational and operational 
(Cousins et al., 2008) and supplier and customer measures (Maestrini 
et al., 2017). These studies present various perspectives to performance 
information suggesting that the form of information affects the way it is 
utilized in supply chain management. However, these studies do not 
provide empirical evidence on how the different forms of performance 
information link to relationship value creation process. 

A distinction can be made between performance information pro-
vided by a supplier and buyer (Maestrini et al., 2017). Supplier evalu-
ation relates to how buying firms see the performance of a supplier (cf. 

Prahinski and Fan, 2007). Performance measurement systems have been 
widely suggested in the literature to support the monitoring of suppliers 
and assessing the status of relationships with suppliers (e.g. Gunase-
karan et al., 2004) and to provide feedback for the improvement of 
suppliers (Maestrini et al., 2017). There is extensive literature on sup-
plier performance measurement and also some indication of its positive 
impacts on performance in supply chains. Prahinski and Fan (2007) 
elucidated an understanding of how supplier evaluation content and 
related communication frequency affect supplier’s behavior. Hald and 
Ellegaard (2011) contributed by presenting how supplier evaluations 
are communicated and the effect they have on supplier’s and buyer’s 
behavior. 

Supplier evaluations can be seen as a part of mature purchasing 
practices (Luzzini et al., 2014) which have been studied in connection 
with the performance outcomes of purchasing and supplier satisfaction 
(Bemelmans et al., 2015). This literature of mature performance mea-
surement has presented characteristics of effective measurement prac-
tices to understand the possible deficiencies in measurement, and the 
maturity approach has been found suitable in analyzing the outcomes of 
performance measurement (Bititci et al., 2011; Tung et al., 2011). 

The studies investigating supplier perceptions of a buyer’s evaluation 
process (e.g. Purdy and Safayeni, 2000) have found that suppliers are 
dissatisfied with the practices of supplier evaluation. The existence of 
supplier performance measurement does not guarantee benefits. In 
addition, monitoring of suppliers is not the only purpose of supplier 
evaluations (Luzzini et al., 2014). Many earlier studies on supplier 
evaluation and supplier performance measurement are case studies 
(Hald and Mouritsen, 2018; Hald and Ellegaard, 2011; Luzzini et al., 
2014) or conceptual studies (Purdy and Safayeni, 2000) presenting 
models and methods, which raises the need for empirical studies 
demonstrating the outcomes of supplier performance measurement and 
its usage in buyer-supplier relationships. 

The viewpoint of a supplier providing performance information to 
support its customer relationships has received only little research 
attention (Maestrini et al., 2017). It is widely agreed that supply chain 
performance measurement should include the customer perspective 
covering, among others, delivery flexibility and quality (Wong et al., 
2011) and customer satisfaction. However, many studies have concen-
trated on the definition of customer metrics instead of demonstrating the 
outcomes of such performance information. However, the research on 
supply chain integration (Esper et al., 2010) deals with the outcomes of 
information integration (Prajogo and Olhager, 2012) which can also 
relate to a supplier’s provision of information for its customer. Devaraj 
et al. (2007) found that the operational performance of a supply chain 
can be improved by intense production information integration by a 
supplier. Other potential benefits include reduced inventory levels and 
better forecasts (Kembro et al., 2014). 

2.3. Performance measurement use and relational governance in business 
relationships 

Many studies on the outcomes of performance measurement have 
examined only direct outcomes of performance information, which 
limits the understanding on reaching the performance outcomes (Henri, 
2006). Mere possession of resources such as performance information is 
not sufficient for competitive advantage since the successful use of re-
sources is needed (Fawcett et al., 2011). Making performance informa-
tion available through impersonal means is less likely to support the 
development of a supplier relationship (Hald and Ellegaard, 2011). For 
example, supplier evaluation affords no benefits without joint practices 
with suppliers, such as training and shared efforts for improvement 
(Maestrini et al., 2018d; Wagner and Krause, 2009). The performance 
information should facilitate collaboration between supply chain 
members (Ferreira et al., 2012; Cousins et al., 2008). Relational gover-
nance can be seen as a way of approaching the use of performance in-
formation in a business relationship. 
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Relational governance includes activities such as shared decision- 
making, two-way communication and joint problem solving (Kale 
et al., 2000). In turn, formal governance supports transactions by means 
of contracts, service level agreement and performance measures. It has 
been found that these two approaches are connected to each other but 
there is still limited understanding of when they should be applied (Cao 
and Lumineau, 2015; Hoetker and Mellewigt, 2009). 

Since relational governance is a multi-dimensional construct, it 
needs to be divided into different viewpoints. Poppo et al. (2008) 
differentiate collaborative norms and collaborative activities. Collabo-
rative norms relate to aspects such as trust and commitment (Zhong and 
Sun, 2020). Collaborative activities include, e.g. collaboration, inter-
action, joint planning and coordination in a business relationship 
(Zhong and Sun, 2020). Collaborative activities supporting performance 
measurement use include strategic target setting and evaluating target 
attainment (Ferreira and Otley, 2009). Evaluation of target achievement 
may comprise structured and systematic discussion on performance re-
sults, meetings, and feedback events (Maestrini et al., 2018a). 

2.4. Strategic buyer-supplier relationships and relational advantage 

The use of performance information and the resulting outcomes may 
differ between strategic and non-strategic suppliers (cf. Hald and 
Mouritsen, 2018). Strategic relationships aim at mutual benefits for both 
buyers and suppliers. However, power asymmetry may affect the reali-
zation of these benefits (Jean et al., 2012). When a supplier provides 
strategically important offerings, the buyer should strengthen the rela-
tionship, e.g. through enhancing communication, in order to retain the 
loyalty of the supplier (Olsen and Ellram, 1997). In strategic alliances, 
partners invest and share resources, participate in joint value-creating 
activities and build synergies supported by their resources and capa-
bilities (Agarwal et al., 2010). Hence, the role of relational governance is 
likely different in the case of strategic supplier relationships. 

More empirical research on the outcomes of inter-organizational 
collaboration and mechanisms of creating relational advantage is 
needed (Cao and Zhang, 2011). Earlier studies have often considered 
performance for a supplier and a buyer as separate constructs without 
specifying relationship-specific outcomes (cf. Klein and Rai, 2009; 
Maestrini et al., 2018c; Paulraj et al., 2008). The relational view is a 
sub-stream of the resource-based view and examines value creation by 
relational mechanisms (Dyer and Singh, 1998). It is an appropriate 
approach for studies analyzing how relational capabilities in 
inter-organizational settings create relational advantage (Cao and 
Zhang, 2011; Paulraj et al., 2008). The relational advantage of 
inter-organizational relationships can be divided into four categories: 
relationship-specific investments, knowledge sharing leading to joint 
learning, complementary partner resources resulting in unique products 
and services, and lower transaction costs supported by effective gover-
nance mechanisms. Relational rent is a profit which is jointly created in 
a business relationship and which cannot be generated or utilized by 
either company alone (Dyer and Singh, 1998). Flows of strategic infor-
mation facilitate the exchange of complementary resources which can 
generate relational rents (Klein and Rai, 2009). Relational governance 
plays an important role in creating relational rents (Paulraj et al., 2008). 
It can be expected that value creation by relational governance is 
complex and moderated by many contextual factors (cf. Cao and 
Lumineau, 2015) and hence difficult to imitate. 

3. Constructing the hypotheses and conceptual model 

3.1. Presentation of the hypotheses 

Information sharing can improve supply chain performance (Kembro 
et al., 2014) and the success of a partnership (Mohr and Spekman, 
1994). The relationship between performance information and perfor-
mance outcomes is indirect due to the mediators, such as socialization 

(Cousins et al., 2008), goal clarity, managerial learning (Hall, 2010) and 
performance review events (Mahama, 2006). It therefore appears that 
the benefits of performance information occur only through a mediator. 
Collaboration in supply chains can effectively transfer knowledge be-
tween companies (Cao and Zhang, 2011) indicating the importance of 
relational governance as a mediator for performance outcomes. 

Supplier evaluations are a formal part of many buyer-supplier re-
lationships. They can have positive impacts on the quality (Cousins 
et al., 2008; Mahama, 2006) of buyer-supplier relationships, and on the 
performance of suppliers (Hald and Ellegaard, 2011; Prahinski and 
Benton, 2004). Supplier performance measurement has been presented 
as a means to align the buyer-supplier relationship with the goals of the 
buyer company (Olsen and Ellram, 1997), to more generally align goals 
and priorities in the buyer-supplier relationship (Danese and Romano, 
2012) and to influence suppliers’ behavior (Hald and Ellegaard, 2011). 
However, the benefits are not self-evident (Purdy and Safayeni, 2000). 
Transparency of supplier evaluation criteria has been proposed as an 
antecedent of the benefits since these support the supplier in under-
standing buyer expectations (Prahinski and Fan, 2007). It is not enough 
that buyers conduct supplier evaluations just for themselves; effective 
evaluation requires that results are communicated to suppliers (Sundtoft 
and Ellegaard, 2011). Collaborative practices such as site visits, training, 
and joint education programs may mediate the impact of supplier 
evaluations on business performance (Cousins et al., 2008). The litera-
ture also suggests that supplier evaluations should be tailored to the 
characteristics of a supplier company (Luzzini et al., 2014). This could 
be supported by applying relational governance in the utilization of 
evaluation data. According to the indications in the earlier literature, the 
following hypothesis is presented: 

H1. Relational governance mediates the positive relationship between 
the mature supplier evaluation practices of a buyer firm and the 
perceived relationship value benefits created in a buyer-supplier 
relationship. 

Inter-organizational exchange of performance information can 
reduce information asymmetry regarding the specifications of out-
sourced products, information overload (Maestrini et al., 2018a), and 
the costs of inter-organizational processes (Bastl et al., 2010). For 
example, a supplier can provide information about its products, pro-
cesses, inventory levels, schedules, and capabilities supporting their 
customers in production planning and efforts at improving forecasts, 
production timing and delivery performance (Devaraj et al., 2007). 
Sharing of a supplier’s cost information can support inter-organizational 
process improvement (Caglio and Ditillo, 2008), a supplier’s adaptation 
to buyers’ requirements, and the creation of long-term business re-
lationships (Agndal and Nilsson, 2010). In turn, isolation of demand and 
supply processes may result in mismatches (Esper et al., 2010). Suppliers 
may also use performance information in differentiating their product 
and service offerings, e.g. through TCO calculations. Customer service 
measures can ensure the performance of deliveries through facilitating 
collaborative planning between supplier and buyer (Cannella and 
Ciancimino, 2010). Shared information supporting inter-organizational 
collaboration can improve supply chain performance (Kembro et al., 
2014). This study focuses on the role of a supplier’s provision of oper-
ative performance information regarding the content and delivery of its 
offerings in the creation of relationship value. The mediated effect by 
relational governance is studied similarly as with supplier evaluation 
(H1). The following hypothesis will be tested: 

H2. Relational governance mediates the positive relationship between 
a supplier’s ability to provide performance information on its product/ 
service delivery and perceived relationship value benefits created in a 
buyer-supplier relationship. 

The studies on the outcomes of information sharing and integration 
in supply chains have somewhat inconsistent results, suggesting that 
more specific attention should be paid to contextual characteristics 
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(Leuschner et al., 2013; Wong et al., 2011). It is known that long-term 
strategic suppliers receive different treatment and practices from their 
buyers (Luzzini et al., 2014), often in the form of more established 
relationship practices. A close business partnership is built upon 
frequent and open communication (Patnayakuni et al., 2006). Resource 
investments to supply chain partnerships facilitate information flow 
integration and supply chain coordination (Patnayakuni et al., 2006). 
The status of the buyer-supplier relationship can also have an impact on 
the characteristics of performance measurement (Hald and Mouritsen, 
2018) and the extent of relational governance. Strategic supply chain 
relationships require relational governance mechanisms (Lee and Cav-
usgil, 2006). The determination of joint performance targets and mea-
sures reflecting relational governance characterize close business 
relationships (Forslund and Jonsson, 2009; Kim et al., 2010). Joint 
targets reduce the risk of one-sided benefits and demonstrate genuine 
interest in the gains of the other partner. The following hypothesis will 
be tested: 

H3. Strategic supplier relationships benefit more from relational 
governance in comparison to non-strategic supplier relationships. 

3.2. Conceptual model 

The hypothesized model guiding the research is shown in Fig. 1. The 
main idea in the study is to understand the mediating effects of rela-
tional governance in relationship value creation supported by operative 
performance information provided by a supplier and supplier evaluation 
information available at the relationship level. Also the difference in the 
hypothesized relationships between strategic and non-strategic sup-
pliers is investigated. 

Perceived relationship value benefits is used as the dependent vari-
able in order to extend the existing literature concentrating on the 
performance outcomes for single parties (suppliers or buyers). The 
control variables of this study are company size, importance of customer 
as perceived by a supplier, length of supplier-buyer relationship, and 
service orientation level of a supplier’s offering. Larger size of a supplier 
firm may have an effect on the sophistication of the collaboration, 
performance measurement, accounting practices, and information 
sharing (Li and Lin, 2006) in the buyer-supplier relationship. Larger 
companies are also expected to have more integrated performance 
measurement with partner companies than are smaller companies 
(Forslund and Jonsson, 2009). If a supplier perceives a customer as 
important, this will have a potentially positive effect on the investment 
in the relationship (Schiele, 2012), which may also include performance 
measurement practices. Trust characterize longer business relationships 
and it may drive a supplier to push more. Service context has sometimes 

been mentioned as specific in terms of performance measurement 
practices, e.g. due to the difficulties for designing valid measures (e.g. 
Jääskeläinen et al., 2014). 

4. Methodology 

4.1. Survey implementation, sample and analysis 

A survey was used to gather the data and to test the ideas of case 
studies on performance measurement in buyer-supplier relationships (e. 
g. Ferreira et al., 2012; Pekkola and Ukko, 2016; Maestrini et al., 2017) 
from the supplier viewpoint. The suppliers of four large buyer firms 
operating in industrial business-to-business (B2B) markets received the 
survey. Hence, the analysis of this study focuses on the specific 
buyer-supplier relationship between the informant’s firm and one of the 
four buyer firms. Information obtained from buyer firms was needed for 
testing the H3 of this study and to understand the possible effects of 
buyers’ production characteristics on the results. The buyer firms were 
deemed a suitable population for this study due to their established 
practices for performance information sharing and existence of rela-
tional governance with their suppliers. Within this context, the selection 
of the buyer firms followed the idea of including several different pro-
duction contexts. This afforded more potential to generalize findings 
and compare findings between different contexts. Two buyer firms 
represent service and the two others manufacturing industries. Further, 
the production mode of the firms varies. Company 1 manufactures forest 
industry products and has a continuous production process. Company 2 
provides logistics services and also has continuous type of operations. 
Company 3 offers ICT services with project operations. Company 4 
manufactures industrial machines with project operations. Suppliers 
representing 80% of the buyer companies’ purchasing spend were 
selected to the study population in order to exclude suppliers of very 
limited importance. According to the purchasing representatives of 
buyer companies, the chosen group of suppliers has more established 
relationship practices, due to more continuous relationships in com-
parison to the excluded suppliers. 

The author administered the web-based survey which was open for 
three weeks. The respondents received two reminders. The test for non- 
response bias was done by splitting responses into three groups: initial 
submission, first reminder or second reminder. Independent samples t- 
test was carried out to compare the means of variables by using all the 
possible combinations of groups. First the testing was done on the main 
research constructs and then the groups were compared using the de-
mographic information on the respondents (see Table 2). No statistically 
significant differences were found between the groups studied in any of 
these tests indicating that the groups are sufficiently similarly 

Fig. 1. Hypothesized model.  
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distributed and non-response bias causes no problems for the study. 
Social desirability bias was taken into account in the survey cover letter 
which highlighted that individual responses or company names would 
not be unveiled to the buyer firms and that external researchers carry 
out all data analyses. 

In total, the questionnaire was sent to 1630 suppliers. Responses 
totaled 662, meaning a response rate of 40.6%. The respondents were 
suppliers’ contact persons in the relationship with a particular customer 
and hence thoroughly familiar with the particular customer relation-
ships. According to the instruction by Hair et al. (2014) the missing 
values for the dependent variable were excluded listwise. This proced-
ure reduced the number of responses to 583. Expectation maximization 
(EM) method for missing values in other variables was applied. Table 2 
presents the background information regarding the informants and their 
employer firms. 

Supplier companies vary fairly evenly in their sizes and have rather 
long customer relationships. Roughly a third of the suppliers have a 
strategic supplier status. The supplier companies are more product than 
service-oriented but typically they provide both products and services. 
Of the companies 23% are pure service providers. The types of offerings 
vary substantially, but a slightly higher (57%) share of the companies 
provide customized offerings. The companies have operations on all 
continents but with greatest emphasis on the Nordic countries and 
Europe. 

Covariance-based structural equation modeling was used to analyze 
the data since the aim was to take a confirmatory approach to the 
analysis of structural theory with causal processes and mediating effects 
(cf. Byrne, 2016). The tests of mediation were done using bootstrapping 
(number of bootstrapping samples 2000, percentile confidence intervals 
95 around the indirect effect) in AMOS, since bootstrapping has been 
found to be among the most powerful ways to identify mediation 
(Hayes, 2013). 

Multigroup analysis was used to test the H3 in order to see the dif-
ferences between strategic and non-strategic suppliers in the whole SEM 
model. Multigroup analysis is a powerful way to test the similarity or 
differences of results in different sub-groups of data and avoid erroneous 
conclusions caused by overly aggregated data (Hair et al., 2017; Mal-
hotra and Sharma, 2008), but it requires a large data set and is thus not 
widely applied. Multigroup analysis gave information on the significant 
differences between strategic and non-strategic suppliers in each path of 
the hypothesized model. It thereby enabled mediation analyses for both 
supplier data groups, meaning a more detailed explanation and added 
external validity testing for the results of H1 and H2. The chi-square 
difference test was used to group comparisons between strategic and 
non-strategic suppliers and suppliers perceiving their relative 

importance in the relationship as high and low. The differences between 
unconstrained and fully constrained models were first compared in 
order to determine statistical difference at the model level. The analysis 
continued with the path by path analysis using critical ratios z-scores for 
statistical difference and repeating the mediation test for the two groups 
of respondents (Byrne, 2016). 

4.2. Measurement of research variables 

Previously tested and validated statements were utilized in the 
development of the survey instrument wherever possible. When appli-
cable, small changes to the wordings were made to highlight the sup-
plier’s perspective rather than the buyer company’s perspective 
presented in many earlier studies. Twenty survey statements were uti-
lized measured on a 7-point Likert scale from ‘strongly disagree’ to 
‘strongly agree’. The final survey used in this study can be found in the 
Appendix. 

The survey structure was piloted and tested to ensure its content 
validity. The testing included the following two steps: 1) testing of the 
survey instrument with three experienced survey scholars, 2) testing of 
the survey instrument with 5 representatives of the intended supplier 
population. Testing of the survey instrument resulted in minor changes 
in wordings of the statements in order to avoid confusions and to pro-
vide exact answers from the supplier point of view. A few changes were 
also made to the sequence of statements and subtitles in the survey. 

Provision of operative performance information was investigated by 
highlighting the promised performance by a supplier necessary for a 
buyer firm in planning its operations. The statements on operative 
performance measurement were adapted from Cousins et al. (2008) with 
the emphasis in quality conformance (PROV1), delivery schedules 
(PROV2) and lead time (PROV4). Further, the viewpoint of production 
capacity (PROV3) was added similarly to Sezen (2008). Perceived 
maturity of supplier evaluation by the buyer was measured with a state-
ment (EVAL1) regarding a supplier’s knowledge of performance evalu-
ation criteria adapted from Whipple and Frankel (2000) and Prahinski 
and Benton (2004). The statement on a buyer’s communication of 
evaluation results to suppliers (EVAL2) was adapted from Whipple and 
Frankel (2000) and Danese and Romano (2012). A new statement for 
perceived usefulness of the supplier evaluation by a supplier (EVAL3) 
was designed and tested for the purposes of this study. This perspective 
has been highlighted in the literature (Noshad and Awasthi, 2015) and it 
was deemed relevant when a supplier contemplates the practices of a 
buyer. 

Relational governance was measured through collaborative perfor-
mance management activities reflecting setting and reviewing of joint 
targets for the relationship. First, the statement on setting strategic goals 
for the relationship was adapted from Lintukangas et al. (2016) 
(RGOV1). Second, viewpoints of goal consistency (RGOV2) and joint 
review of performance (RGOV3) were measured by statements derived 
from Whipple and Frankel (2000). Third, a statement for a systematic 
approach in inter-organizational sharing of performance information 
(RGOV4) was designed for the purposes of this research due to its sup-
portive role in joint review of performance. 

Perceived relationship value benefits was measured by using the divi-
sion of relationship value in business relationships by Ulaga and Eggert 
(2006) including cost-efficiency (RVAL2), delivery performance 
(RVAL1), quality (RVAL3), product development (RVAL5), and 
know-how (RVAL6). The logic of the statements in this section indi-
cating improvement in each aspect was the same as in Kotabe et al. 
(2003). 

Strategic supplier status (1/0) was evaluated by the buyers and it was 
linked to the supplier information. A joint event was organized where 
purchasing representatives of buyer firms discussed the characteristics 
of strategic suppliers. As an outcome, an instruction was created to 
classify suppliers for this study. Buyer firms were asked to define those 
suppliers as strategic which a) have significant importance in their 

Table 2 
Demographic information of the supplier companies.  

Sample size 583 

Company size (revenue in 
2015) 

<2 million Euros 18.0%; 
2 million - < 10 million Euros 24.3%; 
10 million - < 50 million Euros 24.7%; 
50 million - < 100 million Euros 8.0%; 
100 million - 500 million Euros 9.8%; 
>500 million Euros 15.1%; 

Company size (number of 
employees in 2015) 

<10 persons 14.8%; 10–19 persons 11.3%; 20–49 
persons 15.8%; 50–99 persons 11.7%; 100–249 
persons 15.1%; 250–499 persons 5.8%; 500 persons 
or more 25.6% 

Respondent’s role CEO/Senior management 42.4%; Key Account 
Management 28.7%; Sales 21.4%; Other 7.5% 

Relationship length with the 
buyer firm 

<1 year 0.5%; 
1 year - < 3 years 5.7%; 
3 years - < 5 years 9.8%; 
5 years - < 10 years 16.8%; 
10 years–20 years 31.9%; 
>20 years 35.3%; 

Strategic supplier status Strategic suppliers 28.3%; Other suppliers 71.7%  
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business (from either economic value creation or risk perspectives) b) 
receive more collaborative efforts or are seen as having potential for 
more collaborative activities. Risk perspective was linked especially to 
the availability and substitutability of suppliers and resource depen-
dence in the buyer-supplier relationship. Buyers’ official and firm-wide 
classification systems for their suppliers were used as a starting point for 
identifying strategic suppliers but the list was further revised by pur-
chasing directors and development managers in the companies and their 
business lines. Eventually the applied interpretation of strategic sup-
pliers was rather wide, including suppliers providing both strategic and 
bottleneck items in purchasing portfolio model (Kraljic, 1983). How-
ever, strategic suppliers were chosen similarly in all the buyer com-
panies with the aim to reflect actual supplier relationship management 
practices, i.e. increased resource investments and higher decision level 
by a buyer for strategic suppliers. 

Control variables were measured by single items. The control vari-
able company size (company revenue) was measured using a seven-step 
classification, relationship length with a six-step classification, service- 
orientation of supplier with a five-step classification presenting the 
ratio between services and physical products and the importance of 
customers on a numerical scale ranging from 1 to 10. Finally, the relative 
power of suppliers in the relationship was measured by the difference 
between suppliers’ estimation of their importance for the buyer and the 
importance of buyers to their own company measured on numerical 
scales ranging from 1 to 10, reflection the suggestion in the literature 
(Caniëls and Gelderman, 2007). 

4.3. Factor analysis and research framework construction 

The survey data was analyzed using statistical software IBM SPSS 
Statistics 24 and IBM SPSS AMOS 24. The variables studied were vali-
dated for construct validity and unidimensionality using confirmatory 
factor analysis (CFA) with maximum likelihood estimation. Table 3 
presents the descriptive statistics of data. 

The results of the CFA are presented in Table 4. The standardized 
loadings were good since all items exceeded the ideal limit of 0.70, as 
suggested by Hair et al. (2014). Cross-loadings were also investigated 
using EFA. In all the constructs the difference between item loadings was 
more than 0.4. The convergent validity of the constructs was tested by 
Average Variance Extracted (AVE), for which the values were above 
0.50 (Hair et al., 2014) suggesting a satisfactory level of validity. 
Discriminant validity was evaluated, as proposed by Fornell and Larcker 
(1981). The squared correlations between the pairs of constructs were 
clearly lower than the AVEs for each individual construct. 

T-statistics were well above 2.0 for all constructs (all significant at p 
< 0.001) and no standard errors were near zero. The internal consis-
tency of the constructs was studied by calculating Construct Reliability 
(CR), which was well above the cut-off line 0.70 suggested by Hair et al. 
(2014). In addition, Cronbach’s alpha was calculated for each construct, 
being also above 0.70, suggesting that reliability was at a good level. 

According to several fit indices (χ2 to df freedom ratio = 2.824, p =
0.00, CFI = 0.976, GFI = 0.947, AGFI = 0.924, RMSEA = 0.056) the CFA 
measurement model fit was adequate (CFI>0.92, GFI > 0.90, RMSEA <
0.07) satisfying the requirements of unidimensionality (Hair et al., 
2014). 

Common method bias was tested for using (1) Harman’s single factor 
test, (2) common method factor (Liang et al., 2007; Podsakoff et al., 
2003) and (3) the modified marker variable analysis (Rönkkö and Yli-
talo, 2011). Harman’s single factor test revealed that no single factor 
emerged as accounting for the majority of variance. In common method 
factor (CMF) technique common variance among all observed variables 
was investigated by adding a CMF and connecting it to all observed 
items in the model. Common method factor test was carried out using 
the approach described by Liang et al. (2007). The variance of all in-
dicators was examined in relation to their principal constructs and the 
CMF. On average, the substantive variance of the principal constructs 
was 0.732, while 0.011 was the average variance in the method factor. 
The ratio between substantive variance and common method variance 
was around 67. Furthermore, all the common method factor had 
non-significant loadings. 

The examination of item correlations of the main constructs was the 
first step in the marker analysis. As suggested by Rönkkö and Ylitalo 
(2011) the number of marker items was at least the same as in the 
endogenous construct (RVAL) with the most items. The marker items 
included were part of the original survey but not included in the focal 
constructs of this study and had relatively low, but still consistent cor-
relations with the other items of the survey. Three of them related to 
payment terms, one to performance-based contracts in the relationship 
and one to sharing of cost savings in the relationship. The constructed 
marker variable was then included to predict the endogenous variables 
of the model. The marker variable did not have a significant relationship 
with the endogenous variables. In addition, the results for hypothesized 
relationships were qualitatively equal to the reported results with only 
very small changes in the reported path coefficients. The three tests 
conducted confirm that common method bias is not likely to be an issue 
in this study. 

Table 3 
Correlations, means, and standard deviations for the constructs (N = 583).  

Construct 1 2 3 4 Mean 
(all) 

St.dev. 
(all) 

Mean (strategic 
suppliers) 

Mean (non-strategic 
suppliers) 

1. Supplier’s provision of operative performance 
information (PROV) 

1.00    5.98 0.91 6.20 5.90 

2. Perceived maturity of supplier evaluation (EVAL) .338 1.00   4.84 1.33 5.23 4.70 
3. Relational governance (RGOV) .462 .567 1.00  5.00 1.26 5.46 4.82 
4. Perceived relationship value benefits (RVAL) .475 .309 .510 1.00 5.61 0.97 5.84 5.52 

All correlations are significant at the 0.01 level (2-tailed). 

Table 4 
Results of CFA.  

Factors and 
items 

Standardized 
loading 

Error 
term 

t-value (all significant to p <
0.001) 

Supplier’s provision of operative performance information (CR = 0.924; AVE = 0.755; 
α = 0.931) 

PROV1 0.734 – – 
PROV2 0.833 0.036 29.015 
PROV3 0.951 0.054 23.543 
PROV4 0.939 0.057 23.336 
Perceived maturity of supplier evaluation (CR = 0.879; AVE = 0.708; α = 0.878) 
EVAL1 0.760 – – 
EVAL2 0.896 0.062 21.704 
EVAL3 0.896 0.057 21.180 
Relational governance (CR = 0.893; AVE = 0.677; α = 0.880) 
RGOV1 0.812 – – 
RGOV2 0.842 0.039 22.234 
RGOV3 0.811 0.047 22.517 
RGOV4 0.825 0.048 21.602 
Perceived relationship value benefits (CR = 0.903; AVE = 0.652; α = 0.912) 
RVAL1 0.789 – – 
RVAL2 0.864 0.049 21.855 
RVAL3 0.830 0.038 25.695 
RVAL4 0.760 0.052 18.798 
RVAL5 0.791 0.047 19.742  
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To examine possible endogeneity concerns, two-stage least squares 
(2SLS) regression analysis with instrumental variables was conducted 
(Bellamy et al., 2014; Gligor, 2018). Three instrumental variables were 
chosen. These variables met the following criteria: they were not 
significantly linked to the endogenous variable RVAL but had significant 
links to PROV, EVAL and RGOV. The instrumental variables were stra-
tegic supplier status, customization level of a supplier offering and 
similarity of organizational cultures. Strategic supplier status and cus-
tomization level were deemed to relate to the practices in the relation-
ship but not to the created value as such. Similarity of organizational 
culture was also proposed to relate to the availability and use of per-
formance information in the relationship (Fawcett et al., 2007) but 
essentially not to relationship benefits as such. First, relational gover-
nance (RGOV) was regressed on all assumed instrumental variables and 
the control variables (Gligor, 2018). Then RGOV was regressed on the 
control variables only. The difference in R2 was 0.141. The result sug-
gests that the variables selected can be regarded as adequate instru-
mental variables for RGOV, EVAL and PROV. Second, in line with 
Bellamy et al. (2014), the predicted values of RGOV, EVAL and PROV 
were calculated and regressed on relationship value. The result revealed 
that all the results remain essentially unchanged and consistent with the 
same significances and only small decreases in path coefficients (0.06 at 
maximum). Third, Durbin-Wu-Hausman test of endogeneity was con-
ducted through an augmented regression by adding the error term from 
the first phase equation into the second equation. No significant link was 
identified between the error term of RGOV and relationship value (b: 
0.06, t-value: 0.142, p-value: 0.887). The tests performed demonstrate 
that the main results are unlikely to have been unduly affected by 
endogeneity. 

5. Empirical results 

The structural model fit indices (χ2 to df freedom ratio = 3.124, p =
0.00, CFI = 0.958, GFI = 0.929, AGFI = 0.897, RMSEA = 0.060) suggest 
a good fit between the data and the model (Hair et al., 2014). The 
structural equation model explains 51.0 per cent of the variation in 
Relational governance and 39.0 per cent of the variation in Perceived 
relationship value benefits. 

The hypothesized relationships of H1-H2 were found to be signifi-
cant, all occurring at the 0.001 level. The results for all the paths related 
to the testing of H1-H2 and control variables are summarized in Table 5. 

Control variables had some observed effect in the structural equation 
model. Large suppliers appear to provide more performance 

information, observation has strong statistical power (β = 0.148; p <
0.001). Large organizations also seem to have more often relational 
governance practices (β = 0.149; p < 0.001). Service-orientation of 
supplier’s offerings (SERVICE_OFF) was negatively related (β = -0.260; 
p < 0.001) to mature supplier evaluations by a buyer and supplier’s 
provision of performance information (β = -0.106; p < 0.01). This 
suggests that performance information use is less advanced in buyers’ 
relationships with service suppliers. However, relational governance 
appears to be more established in the relationships with service sup-
pliers (β = 0.125; p < 0.001). The results also show that all the con-
structs studied are higher when a supplier perceives its customer as more 
important. Length of relationship between supplier and buyer has also 
some effect on the results. Surprisingly, longer relationship means that 
suppliers provide slightly less performance information and that rela-
tional governance is slightly less common. 

The next phase in the analysis was to test the hypothesized mediation 
effects presented in H1 and H2. A three-step procedure for examining 
the mediation was carried out. First, the direct effects without the 
mediator (RGOV) were examined. Significant relationships at the 0.001 
level with both relationships and were identified (EVAL– > RVAL, β =
0.190; PROV- > RVAL, β = 0.359). Second, direct effects were tested 
with mediator (RGOV) in place. The relationship between EVAL and 
RVAL was no longer significant (β = − 0.040) while the relationship 
between PROV and RVAL remained significant at the 0.001 level (β =
0.263). Third, indirect effects were examined from the mediated model 
by calculating the product of the paths from the independent variable 
(IV) to the mediator (Med) and from Med to the dependent variable 
(DV). Both indirect effects were identified as significant (EVAL- >
RGOV- > RVAL, β = 0.226; PROV- > RGOV- > RVAL, β = 0.097) at 
0.001 level. The mediation test results are summarized in Table 6. 

Since both indirect effects are significant and there are significant, 
direct effects between IV and Med as well as Med and DV, the mediation 
effects are confirmed as hypothesized in H1 and H2. The path EVAL- >
RGOV- > RVAL is fully mediated since IV no longer has a significant 
direct effect on DV when the mediator is included in the model. The path 
PROV- > RGOV- > RVAL is partially mediated since IV still has a sig-
nificant effect on DV with mediator included but its effect is diminished 
when the mediator is included in the model (cf. Baron and Kenny, 1986). 
The mediation results indicate that the performance information pro-
vided by a supplier does not require relational governance for perceived 
relationship value benefits. However, the benefits of supplier evalua-
tions are dependent on relational governance. 

To test H3 a group comparison was conducted between the strategic 
suppliers and non-strategic suppliers. The chi-square difference test of 
the model between the two groups was significant suggesting that the 
tested model is different between the two groups. The significant dif-
ferences between the groups where found in the relationships between 
mature supplier evaluation and relational governance as well as sup-
plier’s provision of performance information and relationship value. The 
results of path-by-path analyses are presented in Table 7. Mature sup-
plier evaluation is more strongly related to relational governance with 

Table 5 
Test results of the full SEM.  

Relationships Standardized coefficient t-values 

EVAL– > RGOV 0.562 12.315*** 
PROV– > RGOV 0.242 6.469*** 
RGOV– > RVAL 0.403 6.700*** 
SIZE– > PROV 0.148 3.579*** 
SIZE– > EVAL − 0.010 − 0.230, N.S. 
SIZE– > RGOV 0.149 4.397*** 
SIZE– > RVAL 0.044 1.147, N.S 
SERVICE_OFF– > PROV − 0.106 − 2.582** 
SERVICE_OFF– > EVAL − 0.260 − 6.062*** 
SERVICE_OFF– > RGOV 0.125 3.579*** 
SERVICE_OFF– > RVAL 0.043 1.098, N.S. 
IMPCUS– > PROV 0.261 6.322*** 
IMPCUS– > EVAL 0.261 6.180*** 
IMPCUS– > RGOV 0.142 4.018*** 
IMPCUS– > RVAL 0.154 3.875*** 
SUPREL– > PROV − 0.102 − 2.534* 
SUPREL– > EVAL − 0.064 − 1.552, N.S. 
SUPREL– > RGOV − 0.091 − 2.778** 
SUPREL– > RVAL − 0.037 − 1.002, N.S. 

p value < 0.001***; p value < 0.01**; p value < 0.05*; p value not significant 
(N.S). 

Table 6 
Full results of the mediation tests.  

Relationship Direct 
Beta 
without 
Med. 

Direct 
Beta with 
Med. 

Indirect 
Beta 

Mediation 
type 
observed 

Hypothesis 

Mediation 
EVAL- >
RGOV- >
RVAL 

0.190*** − 0.040 
(ns) 

0.226*** Full H1 
Supported 

Mediation 
PROV- >
RGOV- >
RVAL 

0.359*** 0.263*** 0.097*** Partial H2 
Supported  
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non-strategic suppliers, although the relationship is significant with 
both groups. This indicates that strategic suppliers are possibly not as 
reliant on mature supplier evaluations in their relational governance 
practices. Interestingly, a supplier’s provision of performance informa-
tion is directly linked to perceived relationship value benefits only with 
non-strategic suppliers. This indicates that strategic suppliers benefit 
less from this type of information in their relationship benefits. It is 
noteworthy that mature supplier evaluation does not have a statistically 
significant link to relationship benefits in either of the groups. 

To further interpret the results, the mediation test was conducted for 
both groups (Table 8). The main observation is that relational gover-
nance is important for both strategic suppliers and non-strategic sup-
pliers, meaning that H3 cannot be fully confirmed. The indirect effect in 
the link between supplier evaluations, relational governance, and rela-
tionship value indicates that supplier evaluations and performance in-
formation provided by suppliers are less important in the relational 
governance of relationships with strategic suppliers. The relationship 
value outcome is more a result of relational governance than mature 
supplier evaluation or performance information provision. Interestingly, 
relational governance also appears to be important for non-strategic 
suppliers, especially in the case of gaining the benefits from supplier 
evaluations. 

In order to analyze the possible role of power and dependence in the 
relationships, a group comparison between suppliers with higher 
perception of relative power in the relationship and suppliers with lower 
perception of their relative power was conducted. Two significant dif-
ferences in the main results were identified. Supplier evaluation had an 
even stronger link (0.232 difference in path coefficient, same p-value) to 
relational governance with suppliers having higher relative power 
(group difference z-score − 2.48**). Suppliers with higher relative 
power also had a stronger direct link (0.397 difference in path coeffi-
cient, same p-value) between their provision of performance informa-
tion and created relationship value (group difference z-score − 1.757*). 

To understand the possible contextual characteristics in the results, 
the significant differences in the results between the buyer companies 
were also examined by group comparisons of the path model in all 
possible combinations between the four companies. In most of the cases, 
no significant differences in the results were found. Most of the differ-
ences were found in the comparison of results between Company 1 
(manufacturing, continuous process) and Company 4 (manufacturing, 
project operations). Supplier’s provision of performance information 
had a stronger effect on relationship value with Company 4, although 
this relationship was significant in both cases. Supplier evaluation also 
had a stronger effect on relational governance in the case of Company 4, 
while the relationship was significant in both cases. However, these 
observations are probably not explained by difference in the type of 

production, since no similar differences between companies 2 and 3 
were identified. The observation is aligned with the comparison of 
strategic and non-strategic suppliers and therefore more likely expla-
nation is that Company 1 has a higher share of strategic suppliers. In the 
comparison of Company 1 and Company 2 as well as of Company 1 and 
Company 4, it was found that one of the control variables (service- 
orientation of a supplier) had a significant and positive effect on rela-
tionship benefits only in the case of Company 1. In the whole data set, 
this relationship did not exist. Apparently in the context of Company 1 
(manufacturing with continuous process), service suppliers are impor-
tant, possibly due to their role in ensuring the continuous production 
flow. 

6. Discussion 

6.1. Different forms of performance information in relationship value 
creation 

The benefits of information sharing in supply chains are well known 
(Agarwal et al., 2010) but a better understanding of the contextual 
factors explaining value creation mechanisms has been called for (Li and 
Lin, 2006; Leuschner et al., 2013). This study adds to the literature on 
information sharing in supply chains (Kembro et al., 2014) by specifying 
the information shared as performance information (Klein and Rai, 
2009). It continues the limited body of research (Maestrini et al., 2017; 
Verdecho et al., 2009) providing empirical validation for the outcomes 
of performance information in supply chains and collaborative dyads. 
The important question answered by this study is how different forms of 
performance information facilitate relationship value benefits. Earlier 
research presents several classifications of supply chain performance 
information (Gunasekaran et al., 2004; Klein and Rai, 2009; Maestrini 
et al., 2017) but do not link the different types of information to rela-
tionship benefits. This study demonstrates how operative performance 
information provided by a supplier and a mature supplier evaluation 
available for suppliers can facilitate value creation. Ignoring of infor-
mation content may explain the inconsistent findings, e.g. on the per-
formance implications of collaborative communication in 
buyer-supplier relationships (Prahinski et al., 2014; Paulraj et al., 2008). 

This study extends the literature by demonstrating the importance of 
relational governance (Krishnan et al., 2016; Verdecho et al., 2009) in 
value creation supported by performance information. It also suggests 
that technological aspects in providing performance information cannot 
replace the need to improve business relationship practices (cf. Li and 
Lin, 2006). Some earlier studies on information sharing and communi-
cation in supply chains have considered collaboration and relational 
governance as supportive to collaborative communication which may 

Table 7 
Differences in the model coefficients between strategic and non-strategic suppliers.     

Strategic suppliers Non-strategic suppliers Group difference 

Coefficient P value Coefficient P value z-score 

RGOV <— PROV 0.668 0.000 0.353 0.000 − 1.503 
RGOV <— EVAL 0.445 0.000 0.694 0.000 2.064** 
RVAL <— PROV 0.083 0.553, N.S. 0.392 0.000 2.027** 
RVAL <— RGOV 0.267 0.000 0.312 0.000 0.462 
RVAL <— EVAL − 0.005 0.944, N.S. − 0.044 0.473, N.S. − 0.395  

Table 8 
Group differences in the mediated effects.  

Group Relationship Direct Beta without Med. Direct Beta with Med. Indirect Beta Mediation type observed 

Strategic suppliers Mediation EVAL- > RGOV- > RVAL 0.134, N.S. − 0.007, N.S. 0.153** Indirect effect 
Mediation PROV- > RGOV- > RVAL 0.165, N.S. 0.052, N.S. 0.112** Indirect effect 

Non-strategic suppliers Mediation EVAL- > RGOV- > RVAL 0.187*** − 0.048, N.S. 0.233*** Full mediation 
Mediation PROV- > RGOV- > RVAL 0.408*** 0.321*** 0.090*** Partial mediation  
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lead to relational advantage (e.g. Paulraj et al., 2008). These studies 
have not differentiated the availability of information and its usage 
facilitated by relational governance. This study finds support to earlier 
studies on performance measurement suggesting that the relationship 
between performance information and performance is indirect (Cousins 
et al., 2008; Hall, 2010; Franco-Santos et al., 2012; Henri, 2006), i.e. 
performance measures need to be used successfully (Maestrini et al., 
2017). 

Earlier research suggests that supplier evaluations are effective only 
if the evaluation criteria are transparent and the results are communi-
cated to suppliers (Prahinski and Fan, 2007). This study advances the 
knowledge by establishing that the positive outcomes of mature supplier 
performance evaluation are facilitated by relational governance. The 
observation concurs with studies (Cousins et al., 2008; Hald and Elle-
gaard, 2011; Purdy and Safayeni, 2000) indicating the importance of 
supportive practices for the utilization of performance information. 
Supportive governance practices may help in tailoring performance in-
formation (cf. Luzzini et al., 2014) to the characteristics of supplier 
companies. The result is also in line with studies claiming that supplier 
performance measurement is a means to align goals in buyer-supplier 
relationships (Danese and Romano, 2012; Maestrini et al., 2018c). 

Although this study did not directly measure the potential of per-
formance information to create relational advantage, there is an indi-
cation in the literature (Klein and Rai, 2009) that such information can 
be strategic and sharing of strategic information is beneficial for creating 
relational rents. When a buyer shares strategic information with sup-
pliers (cf. supplier evaluations), buyer dependence increases, which in 
turn facilitates relational advantage (cf. Klein and Rai, 2009). The re-
sults of this study add to the current knowledge on the importance of 
information sharing in relational advantage (Paulraj et al., 2008) by 
finding that supplier evaluations can provide support in creating rela-
tional advantage but only with relational governance. This finding also 
enhances the current understanding regarding supply chain collabora-
tion in relational advantage (Cao and Zhang, 2011) by demonstrating 
the facilitating role of relational governance in the utilization of per-
formance information. 

This study found that the relationship between a supplier’s provision 
of operative performance information and relationship benefits is both 
direct and mediated, suggesting that even the mere availability of 
operative performance information provided by suppliers is beneficial. 
Availability of performance information supports supply chain perfor-
mance measurement evolution (Hald and Mouritsen, 2018) which may 
partly explain direct relationship benefits. However, since the observed 
benefits do not require relational governance, notable joint investments 
or learning, it is suggested that this information does not enable rela-
tional advantage and can therefore be compared to information neces-
sary in transactional exchanges (Klein and Rai, 2009) and the 
availability of IT in a business relationship (Fawcett et al., 2011). This 
result also demonstrates the importance of specifying the information 
content in analyzing the process of creating relational outcomes (cf. 
Paulraj et al., 2008). That is, more strategic supplier evaluation infor-
mation available at the relationship level also requires more relational 
activities for reaching relational benefits in comparison to unidirectional 
operational information provision by a supplier. 

6.2. Performance information in value creation with different suppliers 

This study contributes to the literature by including a comparison 
analysis between strategic and non-strategic buyer-supplier relation-
ships and adding to the studies concentrating on strategic or key supplier 
relationships as a context for using performance information (e.g. 
Cousins et al., 2008; Forslund and Jonsson, 2009; Maestrini et al., 
2018b). It was hypothesized that relational governance is beneficial for 
utilization of performance information especially in a buyer’s relation-
ships with its strategic suppliers in agreement with Cousins et al. (2008) 
and Forslund and Jonsson (2009). Relational governance can be costly 

due to the considerable time and resources needed (Cao and Lumineau, 
2015) and therefore the prevailing understanding suggests that this in-
vestment is justified only with strategic suppliers. The findings of this 
study extend the current understanding of the role of relational gover-
nance and interplay between relational and formal governance in 
business relationships. Surprisingly and as an addition to existing liter-
ature (e.g. Paulraj et al., 2014), this study finds that relational gover-
nance can be important in all relationships, although for different 
reasons. This finding provides more external validity for hypotheses 1 
and 2, which are supported by both subsets of supplier data. 

The optimal configuration of different governance mechanisms is 
different in the case of strategic and non-strategic suppliers. Varying 
relationship characteristics may partly explain why goal congruence, a 
building block for relational governance, did not mediate the relation-
ship between performance measurement and supplier performance in a 
study by Maestrini et al. (2018c). Performance information, as such, 
offers few benefits in strategic relationships, which is demonstrated 
especially by the operative performance information construct having 
no impact on relationship benefits. This observation specifies the earlier 
suggestion that the form of performance information should change in 
close buyer-supplier relationships (Cousins et al., 2008). Supplier eval-
uations also seem to be partly substituted by the more relational 
governance activities in strategic supplier relationships when creating 
perceived relationship value benefits. This finding differs from that of 
Cousins et al. (2008) highlighting the importance of supplier evaluations 
in strategic relationships. Hence, it is proposed that instead of perfor-
mance information, the relational advantage of strategic buyer-supplier 
relationships is built upon relational governance structures. Mere reli-
ance on performance information can lead to rigid relationships (Hald 
and Ellegaard, 2011), harsh negotiations and autonomous local opti-
mization processes (Luzzini et al., 2014). 

With non-strategic suppliers relational governance appears to facil-
itate the benefits of performance information. Relational governance is 
suggested to support the use of this information. Hence, it complements 
performance information in the creation of relationship benefits. This 
elaborates the finding by Hoetker and Mellewigt (2009) suggesting that 
knowledge-based assets are well suited to be used in relational gover-
nance mechanisms. 

It has been suggested that the provision of performance information 
in supply chains can be an instrument of power (Hald and Mouritsen, 
2018). In order to respond to the need (Caniëls and Gelderman, 2007) to 
better understand the role of power and dependence in buyer relation-
ships with both strategic and non-strategic suppliers, this study also 
included such analysis. A supplier’s perception regarding the impor-
tance of a buyer firm had a positive effect on all the main constructs 
studied, and especially on the supplier evaluation and supplier’s pro-
vision of performance information. Managers are sometimes reluctant to 
disclose information in business relationships since they may lose their 
relative bargaining power (Luzzini et al., 2014) but the results of this 
study suggest that suppliers do not fear disclosing performance infor-
mation to a more powerful counterpart. This observation is in line with 
studies on customer attractiveness (e.g. Schiele, 2012) reporting that 
suppliers invest more resources (in this case participate in performance 
management) in a customer relationship with preferred customers who 
often also have high relative power in the relationship. 

The use of performance measurement can also be linked to studies on 
power-dependence in information system collaboration (e.g. Chong and 
Ooi, 2008; Jean et al., 2012). Information system supported exchange of 
information is often codified and structured and less influenced by 
power-dependence structures in the relationship (Jean et al., 2012). 
However, this study gave indications that a supplier’s relative power in 
the relationship may increase the importance of performance evalua-
tions in relational governance and supplier’s performance information 
in relationship value creation. In this case, the buyer is the more 
dependent party, who may have put more effort into integrating its 
supplier evaluation and governance practices and information sharing 
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systems with its suppliers (cf. Chong and Ooi, 2008). This may explain 
the result. 

This study included several control variables. Large companies 
appear to be better able to provide performance information. This is 
understandable since they also have more resources to invest in a 
customer relationship. Harland et al. (2007) found that large companies 
are more willing to invest in information systems due to high volumes, 
while SMEs wish to integrate tacit knowledge in their relationships. 
However, this study suggests that large companies more often apply 
relational governance, which requires tacit knowledge but also 
customer-specific investments. 

The supplier evaluation practices of service suppliers are less mature 
and service suppliers provide less performance information indicating 
that it is more difficult to use performance information in a service 
context than with manufacturing suppliers, which concurs with earlier 
claims in the literature (Jääskeläinen et al., 2014). This study adds that 
service suppliers appear to have more relational governance with their 
buyers which increases the understanding on the role of governance 
mechanisms between industries (Cao and Lumineau, 2015). It is sug-
gested that the deficient performance information requires more rela-
tional efforts or that performance information plays a less significant 
role in the collaboration with service suppliers. This is a new observation 
which requires attention in the future research. 

The length of buyer-supplier relationship also had some effect on the 
results. It appears that in the case of long relationships suppliers provide 
slightly less performance information to their customers and they also 
apply relational governance less often. This finding suggests that rela-
tionship practices may decline in well established relationships. This 
contrasts with studies emphasizing the benefits of long business re-
lationships (Dyer and Singh, 1998; Kale et al., 2000). Benefits are not 
self-evidently created by working together with the same suppliers for a 
long period of time. 

7. Conclusions 

7.1. Summary of the key findings 

This study adds to the existing literature by finding that the char-
acteristics of shared information affects the value creation logic in 
buyer-supplier relationships. For operative performance information 
provided by suppliers, relationship benefits may accrue directly through 
the availability of the information for the customer. However, these 
benefits are probably not enough to ensure relational advantage. Mature 
supplier evaluations are communicated to suppliers and perceived 
beneficial by a supplier and thereby relationship oriented. However, 
mature supplier evaluations are not as such enough for relationship 
benefits, since supportive relational governance activities are needed. 
The existence of such practices may facilitate relational advantage. 
Hence, it is concluded that relational governance may play an important 
role in enhancing the benefits of available performance information. 

This study explained the effect of strategic supplier relationships on 
inter-organizational performance management practices. Relational 
governance can be a mediator for relationship benefits of performance 
information in different supplier relationships. In relationships with 
strategic suppliers, relational governance partly substitutes performance 
information, i.e. performance information as such decreases in impor-
tance. In turn, relational governance facilitates the use of performance 
information in the relationships with non-strategic suppliers specifically 
in the case of supplier evaluations. When a supplier has higher relative 
power in the relationship, it appears even more beneficial that a buyer 
should invest in integrating supplier evaluations with relational gover-
nance practices to reap the potential benefits from the relationship. 

7.2. Managerial implications 

Many companies are considering new digital solutions for supporting 

the performance management of inter-organizational relationships. This 
study provides new understanding on how to apply both supplier and 
customer-oriented performance information in gaining relationship 
benefits. It shows that the systems making performance information 
available are not enough. It also demonstrates that value creation pro-
cess differs between operative performance information provided by a 
supplier and more strategic information used in supplier relationship 
management. Both buyers and suppliers should recognize the impor-
tance of relational governance, also in relationships with less strategic 
suppliers, in order to realize the potential benefits of performance in-
formation in the relationship. Hence investments in relational gover-
nance appear beneficial not only in creating relational advantage but 
also in the effective use of performance information. For example, it can 
facilitate the communication and comprehension of sustainability per-
formance targets, means to achieve the targets and the ways of inter-
preting performance information. Relational governance cannot be 
intensively used in all buyer-supplier relationships due to resource 
constraints. Nor can supplier evaluations be applied in all supplier re-
lationships. It is suggested that when a buyer decides to apply supplier 
evaluations it should also pay attention to relational governance in order 
to reap the potential benefits. The results of this study also suggest that 
in the event of higher relative power of suppliers, buyers should pay 
even more attention to the availability of performance information. 
Suppliers may invest more in the relationship when the buyer takes 
performance management and relational practices in the relationship 
seriously. 

Suppliers should pay attention to the provision of operative perfor-
mance information on the offerings and their delivery due to the clearly 
positive effects on the value created in the relationship with their 
customer. The results imply that operative performance information can 
be utilized with less burdensome relationship practices while supplier 
evaluations need more collaborative practices. However, such operative 
performance information appears less beneficial in a strategic buyer- 
supplier relationship. As a more general suggestion, service suppliers 
should pay more attention to improving their use of performance in-
formation in customer relationships. 

7.3. Limitations and suggestions for further research 

There are limitations in this study which should be conceded and 
addressed in future research. The results can be generalized only to 
populations similar to those in this study, i.e. buyer-supplier relation-
ships of large-scale industrial B2B buyers. This study identified few 
differences explained by the production type of buyers. However, 
further research is needed in order to test the findings in different 
empirical contexts and within the more specific production contexts 
represented in this study, i.e. service vs. manufacturing, project vs. 
continuous production. It is suggested that future studies make more 
specific industry choices; the service sector in particular appears to offer 
potential. Service suppliers seem to use performance information less in 
their relationships with customers, and the reasons for this observation 
would require more attention in the future research. 

A future study could use a more comprehensive construct for the 
availability of performance information in a supplier’s customer rela-
tionship complementing the extended process-oriented approach 
applied in this study, for example with more strategic information. The 
characteristics of supplier performance evaluation could likewise be 
extended in a future study, e.g. by addressing more the scope, validity or 
technical characteristics of supplier evaluations. Supplier evaluation is 
increasingly important topic in the field of supply chain management 
due to the need to incorporate non-financial sustainability criteria in 
supplier performance and risk management (Seuring and Müller, 2008). 
The examination of performance information use through relational 
governance could also be complemented with more conventional prac-
tices of performance information usage reflecting formal governance. 
This study was limited to the examination of suppliers and a future study 
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could extend the examination to both parts of a dyad. For example, it 
would be useful to analyze whether the perceptions of supplier and 
buyer coincide in terms of relationship value created. Future studies 
could investigate the potential difference in the results of studying 
supplier performance and buyer performance as separate concepts. 

In the group comparisons, the group of strategic suppliers was rather 
small (N = 164), which may affect the reliability of the observations. 
Comparison of governance and performance measurement practices in 
the buyers’ relationships with strategic and non-strategic suppliers de-
serves further research attention. This study used a definition for a 
strategic supplier relationship emphasizing power-dependence attri-
butes, especially supply risks, but did not include more relationship- 
oriented attributes discussed in the literature (see e.g. Tangpong et al., 
2015). While the definition reflected the true relationship practices of 
the buyer firms studied and linked to the discussion of strategic suppliers 
with an established purchasing portfolio model (Kraljic, 1983) and 
economic dependence literature (Jacobs, 1974), a more detailed 

measurement of strategic supplier status combining power-dependence 
and relationship attributes is needed to allow more thorough investi-
gation in future research. The importance of research on strategic sup-
pliers may increase in the future apace with the importance of 
sustainable supply chains. It has been suggested that the management of 
sustainable supply chains requires companies to increase managing of 
their suppliers as strategic suppliers because of the increased risks 
involved (Pagell et al., 2010). Finally, this study provided only a snap-
shot of the buyer-supplier relationships examined. A cross-sectional 
study cannot confirm causality between the variables studied. A 
further longitudinal qualitative study could enrich the understanding 
during observations over a longer development of relationships. 
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Appendix. Original survey questions 

The notation <Customer> was replaced with the customer company names.   

Provision of operative performance information (PROV)  

We can support the operations of <Customer> by providing quantitative information concerning … 
PROV1 … the quality of our products or services. 
PROV2 … delivery schedules of our products or services. 
PROV3 … our production capacity. 
PROV4 … lead time for production.    

Perceived maturity of supplier evaluation (EVAL) 

EVAL1 We know <Customer>’s supplier evaluation criteria. 
EVAL2 <Customer> shares supplier evaluation results with our company. 
EVAL3 <Customer>’s supplier evaluation results support us in improving our operations.    

Relational governance (RGOV) 

RGOV1 We set the strategic goals for the relationship together with <Customer>. 
RGOV2 Our company’s goals regarding the relationship are consistent with those of <Customer>’s. 
RGOV3 Representatives of our company and <Customer> meet regularly to review the performance of the relationship. 
RGOV4 We have a systematic approach to sharing performance measurement information with <CUST>.    

Perceived relationship value benefits (RVAL)  

Our joint performance with <Customer> is better than 3 years ago in terms of … 
RVAL1 … delivery performance. 
RVAL2 … cost-efficiency. 
RVAL3 … fulfilment of quality standards. 
RVAL4 … joint product or service development. 
RVAL5 … technological knowledge.    

Control variables 

SIZE (Company size) Please choose the appropriate option regarding the annual revenue of your company in 2015. 
Under 2 million Euros 
2 million - less than 10 million Euros 
10 million - less than 50 million Euros 
50 million - less than 100 million Euros 
100 million - 500 million Euros 
Over 500 million Euros 

SERVICE_OFF (service orientation of company’s offerings) What is the ratio of physical products and services in your company’s sales to <CUST>? 
Only physical products 
Mainly physical products, fewer services 
Balance of products and services 
Mainly services, fewer physical products 
Only services 

IMPCUS (perceived importance of the customer) The importance of <CUST> as a customer for your company on a scale 1–10? 
IMPSUP (perceived importance of the supplier) The importance of your company as a supplier for <CUST> on a scale 1–10? 
SUPREL (relationship length) Please choose the appropriate option regarding the duration of your company’s relationship with <CUST>. 

Less than 1 year 
1 year - less than 3 years 

(continued on next page) 
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(continued ) 

Control variables 

3 years - less than 5 years 
5 years - less than 10 years 
10 years–20 years 
More than 20 years  
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