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Abstract  
This article aims to verify when operational performance is affected by two types of relationship 

embeddedness between firms and byers and suppliers. Based on 75 focal firms and their ties, our 

results point out that relational embeddedness reinforces structural embeddedness. Upstream and 

downstream relationships differ while affecting quality and productivity. 
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Introduction  

 

Relationships developed through the supply chain can be configured as a source of competitive 

advantage, defined as the creation of superior value vis-a-vis a marginal competitor (Peteraf and 

Barney, 2003). Central to this discussion is the existence of a supernormal profit or relational 

rents (Dyer and Singh, 1998) that emerge when organizations invest in relationship-specific 

assets, participate in knowledge exchange, and combine resources in governance mechanisms 

(Krause et al., 2007). 

These mechanisms are strongly based on trust, which acts as a major facilitator of the 

relations between firms since it provides a reduction in trading costs, lower levels of conflict, and 

deeper information sharing and higher levels of cooperation (Uzzi, 1997). Studies show that the 

development of the relationship between suppliers and customers results in a reduction of 

inventory, improvements in customer satisfaction, and in costs and time (Cooper et al., 1997; 

Mentzer et al., 2001). Thus, empirical studies sought to verify the relationships between the 
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adoption of process integration, collaboration, information sharing, and firm performance (see, 

for example, Chen, et al., 2004). 

Since such partnerships require time, effort, and resources, participant firms tend to 

develop these relationships carefully. In this sense, understanding the embeddedness of firms in 

these relationships becomes relevant, given that social ties shape the expectations, motivations, 

and decision-making of agents in such a partnership network (Uzzi and Gillespie, 1999). Two 

basic types of embeddedness are present in such a relationship network: structural and relational 

(Zukin and Dimaggio, 1990). Relational embeddedness reveals the cohesion in the network and 

highlights the shape of the firm’s immediate ties and access to valuable information, such as the 

role of trust and cooperation in the governance mechanism. Structural embeddedness reveals a 

positional perspective and goes beyond immediate ties, emphasizing how the structural position 

of the firm in the network allows it to have access to valuable information (Gulati, 1998). 

This paper seeks to analyze these forms of relationships – relational and structural – and 

their effects on operational performance, evaluated in terms of productivity gains and quality. To 

this end, the relational embeddedness has the characteristic of relationships established as social 

capital and is addressed as levels of trust and cooperation that a firm employs and credits to these 

relationships. Structural embeddedness, however, is investigated as the percentage of total costs 

outsourced with suppliers and concentration of sales with customers. Further, the investigation 

included whether and how the various types of relationships are mutually reinforced. 

 

 

Theory and Hypotheses 

 

Supply Chain Management (SCM) gained notoriety in academic and practitioner forums in 

recent decades as a relevant theme in the discussion of the competitiveness of firms. It stemmed 

from the incorporation of the idea that a growing percentage of the value creation of products 

and services occurs outside the limits of the individual firm (Holcomb and Hitt, 2007). Thus, 

there is greater complexity and greater diversity in management decisions concerning the 

structure of operations, the placement of activities and processes, the role and power of the 

participants, as well as the most efficient forms of collaboration between all members of a 

process chain running from production to consumption. Such issues have had a significant 

impact on the research agenda in Operations Management field. 

The concept of SCM incorporates each member’s efforts to coordinate interdependent 

processes with their customers and suppliers (Rungtusanatham et al., 2003). Mentzer et al. 

(2001) define SCM as the systemic, strategic coordination of the traditional business functions 

within and between organizations that make up the chain as a way of improving the long-term 

performance of each individual organization and the supply chain as a whole. The guiding 

principle behind SCM is that a common strategy and the adoption of practices of integration and 

cooperation between members of the same chain result in value creation and superior 

performance for participants (Cooper et al., 1997; Mentzer et al., 2001). Although there is no 

consensus on the dimensions of SCM or the collaboration that is present in the relationship 

between the members of the chain, there are several themes in common in existing literature, 

such as information sharing, asset specificity, the collaboration between partners, logistics 

integration, systemic and long-term relationships, and alignment between vision and goals in the 

chain (Mentzer et al., 2001). Such mechanisms would lead to the generation of a supernormal 

profit or relational rents that are not generated by individual firms or in specific market 
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relationships, but are a result of the combination of resources between organizations (Dyer and 

Singh, 1998). 

The study of chains also involves governance mechanisms, physical structure, and the 

organizational structure of the firms. Different governance structures can be adopted based on 

the type of relationships in place with the other members of the chain and the interdependence 

between them. The governance of the chain can vary from a relationship based on market price 

to relational governance; these are present in complex integration mechanisms with mutual 

dependence between the partners and high investments in assets specific to the relationship. 

When the chain governance is based on trust, organizations tend to incur lower transaction costs, 

and increase the propensity to cooperate with investments in specific assets, the ability to learn 

together, and complementing resources (Dyer and Singh, 1998). 

The first hypothesis of the study seeks to address each company's commitment to the 

chain, resulting in the alignment of collective interests and common goals (Granovetter, 1985), 

the sharing of information, the willingness of members to be flexible (Johnston et al., 2004), and 

joint problem-solving (Uzzi, 1996, 1997). Such predispositions reflect higher levels of trust and 

cooperation (Lado et al., 2008), and stimulate collaborative attitudes in participating companies 

(Granovetter, 1985). Thus, it is expected that greater involvement from collaborative and 

cooperative attitudes will act positively in regard to the operational performance of the firm. 

However, it is believed that the development of relational mechanisms with customers and 

suppliers can bring different benefits to the firm. Better coordination of activities results in the 

development of the most appropriate deals for customers, translated into a better firm 

performance in terms of quality. In terms of the relationship with suppliers, the better 

coordination of activities is combined with lower costs with more control, which leads to the 

firm achieving productivity gains in its operations. Given these arguments, we derive the 

following hypotheses: 

 

H1a: Trust and cooperation positively affect the operating performance of the firm. 

H1b: Greater trust and cooperation with suppliers has a higher impact on productivity and 

greater trust and cooperation with customers has a higher impact on quality 

 

The second hypothesis of the study also assumes that the development of trust and 

cooperation in inter-organizational relationships results in greater productivity at the company. 

However, we intend to evaluate the moderating role of trust and cooperation between 

outsourcing activities and productivity gains. The analysis of the process of outsourcing has 

evolved from an examination of peripheral activities to strategic issues of aggregation of 

competencies and external resources. Thus, decisions regarding make-or-buy, for example, 

include critical areas of activity involving almost the entire value chain (McIvor, 2000). 

In terms of a theoretical basis, this discussion migrated from a simple discussion of 

transaction costs (Williamson, 1975) to the value of the transactions (Zajac and Olsen, 1993). 

Thus, the decision to outsource can be linked to both operational efficiency and the search for 

added value. The analysis of intercompany relationships from the perspective of Supply Chain 

Management clearly integrates these two perspectives. Assuming that outsourcing occurs 

because the firm believes that the market can carry out a particular activity better than itself, it is 

expected that outsourcing will make the firm more productive. Additionally, since the relational 

mechanisms provide improved coordination of activities and reduction of costs with more 
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control, it is expected that the higher the levels of trust and cooperation in this relationship, the 

greater the effect of outsourcing on the productivity of the firm. 

 

H2: The greater the trust and cooperation of suppliers, the greater the influence of third-party 

costs on productivity. 

 

The third hypothesis of the study stems from a Social Network Theory perspective 

regarding decisions of structural and relational embeddedness and discusses the kind of paradox 

that the firm may face. The concerns implicit in this case outweigh Uzzi’s findings (1997), a 

structural paradox whereby excess of embeddedness can limit the development of new ties in 

order to access new knowledge and new opportunities (Burt, 1992). Thus, companies need to 

incorporate both dedicated and non-dedicated links in their partner selection decisions (Powell et 

al., 2005). An analogous argument to that in operations is present in works that explore the risks 

and benefits of providing single or multiple sourcing solutions (e.g. Treleven and Schweikhart, 

1988). 

This hypothesis focuses on the exploration of the paradox that firms may face when 

developing structurally embedded vertical ties (e.g., sales concentrating on a few customers) 

without the deepening of trust and cooperation amongst members. 

In this case, the organization would be subject to coordination costs and control of the 

relationship as well as the strength of the bargaining power of the customer (Crook and Combs, 

2007). Thus, although it is still possible to observe operating earnings in terms of structural 

embeddedness ties with customers (i.e., concentration of sales), from the specialization of 

routines and adequacy of supply, these benefits will be greater in the presence of relational 

embeddedness. 

 

H3: The greater the cooperation and trust in customers, the greater the effect of the 

concentration of sales on operating performance. 

 

The fourth hypothesis of the study was built on the theory of resource dependence. This 

sees the organization as a participant in a network of exchange relationships, conducted in an 

environment of uncertainty, and dependent on others to survive (Pfeffer and Salancik, 1978). An 

organization has power as long as others depend on their resources. Resources create 

dependencies when they are important, when the control is relatively concentrated on them, or 

both (Pfeffer and Salancik, 1978). The magnitude and criticality maximizes the resource 

dependency. Magnitude refers to the proportion of inputs or outputs that it represents. Criticality 

is defined by the ability of an organization to function without the resource (Pfeffer and Salancik, 

1978). 

The dependence may originate in the exploration of structural gaps in the network. The 

key element of structural gaps is the extent to which the social structure of a competitive arena 

creates opportunities for certain agents through their relationships. In these terms, control and 

participation in the dissemination of information define the social capital of structural gaps 

(BURT, 1992). Thus, some agents become important by exploring structural gaps in the network 

and mediating relationships, causing the mediated firms to become dependent - The greater the 

dependency, the greater the power of this agent (Pfeffer and Salancik, 1978). In the present 

study, this agent is embodied in the figure of intermediary sales. It prevents the firm from having 

a direct relationship with customers, undermining the potential that embeddedness in this 
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relationship could bring to the firm (Gulati and Sytch, 2007). It is believed, therefore, that 

companies that have direct links to clients have better performance, which points to the ability 

for value capture by the agents that exploit structural gaps. 

 

H4: The lower the dependence on intermediaries in the sales process, the higher the operational 

performance. 

 

 

Methodology 

 

This study involved empirical research that investigated the explanatory variables of 

performance with regard to the supply chain context. A survey was used as the methodological 

procedure, with non-probability sampling by accessibility. 

To evaluate relationships and their impact on the performance in furniture chains, 75 

firms were chosen from four representative clusters in the Brazilian furniture industry, which 

have a specific homogeneity with regard to their products. In the analysis model, we used 

operational performance as dependent variable. Objective indicators of operational performance 

were taken from a comparison with others, by using a scale developed by Gonzáles-Benito 

(2005), according to the production objectives. 

As independent variables, were used Trust, Cooperation, Third party costs, Concentration 

of sales, and Direct sales, and as the control variable Firm size. Several hypotheses were tested 

using hierarchical linear regression models, through Ordinary Least Squares (OLS) method. 

 

 

Findings 

 

The results are presented in Tables 1-4, which allow for discussion on whether the proposed 

hypotheses can be validated. In the first two tables, ties with suppliers are dealt with. In Table 1, 

the effects of relational ties (trust and cooperation) and structural ties (third-party costs) on 

productivity are presented. Table 2 shows the effects of these ties on quality, and Tables 2 and 3 

deal with the effect of ties with customers. Table 3 presents the effect of structural and relational 

ties (concentration of sales) on productivity, while Table 4 shows these effects on quality. 

For the tables, Model 1 always presents the coefficient and standard error of the control 

variable (number of employees) on productivity or quality. In Models 2 and 5, the relating 

variables connected to relational embeddedness were added: trust and cooperation. As shown in 

Table 1, the relational mechanism of trust in suppliers showed no significant influence on 

productivity (see Model 2), whereas cooperation showed a negative effect (Model 5). When we 

evaluate the effects of relational embeddedness on quality (Models 2 and 5, Table 2), the 

influence of these two mechanisms were not found. In short, with regard to suppliers, direct 

effects were found null and even in the opposite direction to that normally declared in theories of 

trust and social capital. As can be observed in Model 5 of Table 1, to be cooperative with the 

suppliers is associated with the possibility of reduced productivity. 
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Table 1 - Effect of Supplier Relationships on Productivity 

 
Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 

Third-party costs (%) x        0. 012* 

Cooperation with suppliers       (0.007) 

Third-party costs (%) x    0.011**    

Trust with suppliers    (0.005)    

Third-party costs (%)   0.008** 0.008**  0.009** 0.009** 

   (0.004) (0.004)  (0.004) (0.004) 

Cooperation with suppliers     -0.247* -0.299** -0.290.** 

     (0.144) (0.138) (0.136) 

Trust in suppliers  -0.076 -0.139 -0.217*    

   (0.116)  (0.115)  (0.115)    

F 2.847* 1.638 2.663** 3.605*** 2.925* 3.835** 3.875*** 

R² Adjusted 0.025 0.017 0.066 0.128 0.050 0.107 0.139 

R² 0.038 0.044 0.105 0.177 0.076 0.145 0.188 

ΔR² - 0.006 0.061 0.072 0.038 0.069 0.043 

Note: Standard Error in Brackets, n = 75,   *** p < 0.01   ** p < 0.05    * p < 0.1, Size and constant omitted. 

Source: Study Results 

 
Table 2 - Effect of Supplier Relationships on Quality 

  Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 

Third-party costs (%) x        0.000 

Cooperation with suppliers       (0.006) 

Third-party costs (%) x    0.003    

Trust with suppliers    (0.004)    

Third-party costs (%)   -0.003 -0.003  -0.003 -0.003 

   (0.003) (0.003)  (0.003) (0.003) 

Cooperation with suppliers     0.089 0.124 0.124 

      (0.114)  (0.115)  (0.116) 

Trust in suppliers  0.104 0.103 0.083    

  (0.090) (0.093) (0.097)    

F 6.951*** 4.163** 3.033** 2.401** 3.766** 3.008** 2.225* 

R² Adjusted 0.075 0.080 0.079 0.073 0.070 0.078 0.065 

R² 0.088 0.105 0.118 0.125 0.096 0.117 0.117 

ΔR² - 0.017 0.013 0.007 0.008 0.021 0.000 

Note: Standard Error in Brackets, n = 75,   *** p < 0.01    ** p < 0.05   * p < 0.1, Size and constant omitted. 

Source: Study Results 

 

In the case of relational embeddedness through trust and cooperation with customers, 

there is no evidence of a significant effect on productivity (Model 2 and 5 of Table 3), while in 

terms of quality, this influence is positive for both trust (beta = 0.154), and for cooperation (beta 

= 0.355), in Models 2 and 5 of Table 4. Thus, the results suggest that even without the significant 

and positive effect of having relational embeddedness with clients in terms of productivity, there 

are benefits in terms of quality. 
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Table 3 - Effect of Client Relationships on Productivity 

  Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 

Direct sale (%)       

 

0.003 

      

 

(0.003) 

Concentration (%) x Cooperation 

with Customers       

0.004 

       (0.006)  

Concentration (%) x Trust in 

Customers    

0.008* 

       (0.003)     

Concentration (%)   0.006* 0.006*  0.006* 0,006* 

    (0.003) (0.003)  (0.003) (0.003)  

Cooperation with clients 
    

0.050 0.009 0.005 

      (0.189) (0.187) (0.188)  

Trust in clients 
 

0.076 0.061 0.012 
  

    (0.109) (0.107) (0.106)     

F 2.411 1.441 2.198* 3.190** 1.224 2.082 1.695 1.905 

R² Adjusted 0.019 0.012 0.048 0.108 0.006 0.043 0.037 0.024 

R² 0.033 0.040 0.087 0.158 0.034 0.083 0.091 0.050 

ΔR² - 0.007 0.048 0.071 0.001 0.049 0.008 0.017 

Note: Standard Error in Brackets, n = 75,     *** p < 0.01     ** p < 0.05    * p < 0.1, Size and constant omitted. 

Source: Study Results 

 
Table 4 - Effect of Client Relationships on Quality 

  Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 

Direct sale (%)       

 

0.005** 

      

 

(0.002) 

Concentration (%) x 

Cooperation with 

Customers 
      

0.003 

       (0.004)  

Concentration (%) x  

Trust in customers 

   -0.006**   

     (0.002)     

Concentration (%)   0.002 0.002  0.002 0.002 

   (0.002) (0.002)  (0.002) (0.002)  

Cooperation with 

Customers 
    

0.355** 0.343** 0.340** 

     (0.138) (0.139) (0.130)  

Trust in customers 
 

0.154* 0.149* 0.186** 
  

    (0.081) (0.081) (0.080) 
  

  F 8.512*** 6.230*** 4.405*** 4.926*** 7.904*** 5.435*** 4.211*** 5.911*** 

R² Adjusted 0.094 0.127 0.124 0.179 0.161 0.156 0.151 0.117 

R² 0.107 0.151 0.161 0.225 0.184 0.191 0.199 0.141 

ΔR² - 0.044 0.010 0.064 0.077 0.007 0.007 0.034 

Note: Standard Error in Brackets, n = 75,     *** p < 0.01    ** p < 0.05    * p < 0.1, Size and constant omitted. 

Source: Study Results 

 

In view of these results, we cannot support Hypothesis 1a, seeing that a positive influence 

only for relational embeddedness with customers was found. However, Hypothesis 1b can be 

confirmed, at least partially, as it is apparent that the influence of deeper relationships with 

customers affects quality. In the case of suppliers, there is no relation to improvement in quality, 

but, even though it is negative, there is influence of cooperation on productivity. In other words, 

the results indicate that quality is sensitive to ties with customers and productivity is sensitive to 

ties with suppliers.   
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Even without assumptions about the effects of structural embeddedness in operating 

performance, seeing as there is strong evidence of the effects reported in the literature (UZZI, 

1996), these effects were tested separately. As highlighted in Model 3 of Table 1, there are 

significant productivity benefits (beta = 0.008) when there is a greater degree of outsourcing, 

indicated by proxy third-party costs (%), confirming what has been addressed in other studies. 

Such an effect on quality showed no results (Model 3 of Table 2), which leads to the conclusion 

that higher third-party costs do not lead to a significant increase in quality. In the case of greater 

structured embeddedness, through concentration of sales with just a few customers, there is a 

positive effect on productivity (beta = 0.006. model 3 of Table 3), but no effect on quality. Thus, 

in the evaluated companies, it appears that concentrating sales generates productive efficiency, 

but there is no evidence that this can be reversed, at least directly, to increase quality. 

However, as proposed, the interest lies in the effect of the combination of structural and 

relational embeddedness, and less on their individual impact. Therefore, emphasis was placed on 

an evaluation of how relational embeddedness, in terms of trust and cooperation, moderates the 

effect of third-party costs on productivity, and sales concentration on productivity and quality. 

Returning to Table 1, it can be seen that the interaction between third-party costs and 

trust is significant (beta = 0.011. Model 4), as is the interaction between the first indicator and 

cooperation (beta = 0.012. Model 7), having us confirm Hypothesis 2. Therefore, the greater the 

trust and cooperation with suppliers the greater the productivity benefits of the increase in third-

party costs. However, in the case of lower third-party costs, high levels of trust and cooperation 

imply productivity losses.  

When observing the effects of the interaction between relational and structural 

mechanisms, considering ties with customers, we found significant influences on the relationship 

between trust and sales concentration on productivity (beta = 0.008. Model 4 in Table 3). 

However, the significant moderating effect of cooperation on productivity was not found (Model 

7 of Table 3), nor on was it found for quality (Model 7 in Table 3). With respect to Table 4, there 

was another paradox: if, on the one hand, the moderation of trust is positive and significant in the 

relationship between sales concentration and productivity, the influence on quality is negative 

(beta = -0.006. Model 4). Given these results, although intriguing, they cannot confirm 

Hypothesis 3. 

Finally, in evaluating the effect of direct sales, which is an indicator of dependence of 

intermediates, it is possible to see a significant and positive relationship only with quality (Model 

8 in Table 4), whereas in productivity the effect was not significant (Model 8 table 3), which 

allows us to support Hypothesis 4 only partially. 

 

 

Final Remarks 

 

From the results obtained, these findings have implications for the study of supply chains and the 

field of market strategy, since they emphasize the effects of relational and structural 

embeddedness on operational performance. The first implication involves the recognition that 

higher levels of trust and cooperation do not always lead to more benefits or greater levels of 

performance in an organization. If isolated from other governance mechanisms, these can even 

lead to the loss of one of the parties, since the other can take advantage of such feelings of 

benevolence and cooperation in a firm to act with opportunism. That is, the study shows that the 

mechanisms of structural and relational embeddedness are interconnected, where one reinforces 



 
 

9 

 

the other, implying that the organization achieves superior performance only if those social 

relationships (relational) are supported by those of a commercial character (structural) and vice 

versa.  

This implies that building relationships is a competence and, therefore, relationships 

should not be established by functional goals. They must be considered in a firm’s strategic 

scope and absorbed in the culture of the organization. Through relationships, it is possible to 

access the expertise of others; the importance of the mediating process of outsourcing and the 

concentration of sales to the organization’s performance were demonstrated. Thus, instead of 

evaluating the effects of each individual governance mechanism, studies of embeddedness 

should focus on the evaluation of the combination of governance mechanisms, many of which 

may have different effects when analyzed individually, even paradoxical and contradictory ones.  

The second implication relates to the need to consider both the type of agent that it is 

connected and the nature of the evaluated result. This study demonstrated that in vertical 

networks, benefits in terms of quality and productivity vary in relationships with customers and 

suppliers. Studies on vertical networks must consider both the type of actor, as well as the nature 

and process of the activity in seeking to explain the effects.  

Overall, it appears that collaborative relationships are not fully present in reality at the 

analyzed chains. Collaboration with suppliers, captured by relational embeddedness attributes, 

could be used to improve the response time and the cost of suppliers, with more responsive 

deliveries in smaller batches, decreasing safety stock. Collaboration with clients could increase 

the visibility of demand, improve planning, and correct problems related to service quality, 

production plans, inefficiencies in transport, and the surplus or deficiency of products in stock. 

However, in general, the preconditions for such strategic performance to be established are not 

available to firms in these chains.  

It is suggested that such studies are developed in order to accommodate different types of 

businesses, particularly in the service industry. It would be interesting to evaluate the 

implications of embeddedness in vertical networks for different types of results, e.g., pricing of 

products, market growth, and profitability. Another possibility is to research on horizontal 

networks, considering social capital and relational structure of the network as the conditioning 

factor, which would require a multilevel design.  

Finally, instead of evaluating the contribution of the overall ties for the organization, we 

could seek designs that would make it possible to judge the value of each relationship that the 

company establishes. This would require the methods of social network analysis to be more 

robust, in that the unit of analysis is the dyad, or even space equations that consider both the 

level of the firm as well as the dyad. 
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