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Abstract
The study sought to examine the relationship between supplier development and

export performance of efgeed agro processing firms in Uganda. Specific objectives were to
examine the structure of supplier development activities, to establish thensi@ between
supplier development activities and export performance, the relationship besweglier
development and opportunism, and the relationship between opportunism and export
performance of agrprocessing firms in Uganda. A cross sectional quantitative survey
approach was adopted to undertake the study. A field study using proportionatiedstrati
approach was used, involving a sample size of 50. Analysis of data involved the use of
statistical package for social sciences (SPSS).The findings of therstehted a significant

and positive relationship between supplier development and export performance. The
findings revealed no significant relationship between supplier developmentiestiand
opportunism and it revealed that opportunism is sigafily and negatively related to export

performance.

Keywords. Supplier DevelopmentOpportunism,Export Performanceand International
Business

Introduction
Exports are of immense importance to the development of a country in terms of

economic andsocietal prosperity especially in developing countries (Westhead, 2008 and
Koksal, 2008). In fact, firms have begun to consider export activities as prées)fos
future growth, profitability and even survival (Mavrogiannis, Bourlakis & Ness,

2008).Ugada’s export performance is consistent with that of most African ceantri
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(UNIDO report, 2006), and between the periods of 1980 to 2007, Africa as a whole lost half
of its world export market share (UNCTAD, 2008). By the year 2006, Ugandasniage
growth of exports in volume was negative foud)(in all industries (International Trade
Center, 2006). In a bid to improve export performance, concessionary schemes like The
Africa Growth Opportunity Act (AGOA) and Everything But Arms (EBA)opided
benefigary countries including Uganda with opportunities to improve their trade position.

Supply related constraints appear often on the top as export performance impediment
in Africa. Common among is the unreliable domestic supply of raw materialys ckaih
poor quality materials and high transaction costs (Fugazza, 2004; Tesfom and Lut
2006UNCTAD, 2008). Agreprocessing firms are constantly looking for avenues to reduce
costs in order to become competitive and the reduction of transaction costs supptér
development has been identified with great optimism (Hobbs, 1996; Muller and Seuring,
2007;Ryu et al. 2008Wei and Chen, 2008;. Most firms fail to supply their target market
because their suppliers fail to provide them with inputs that they depend on in their Agr
processing processes In relation to unreliable supply is the problem oédisiayply (Ryu,
Min and Zushi, 2008). It consequently forces manufacturers to hold large inventories of
inputs, tying up funds that could have been usednfgestment. Fafchamps, Gunningnd
Oostendorp, 2000)

Firms have to work through suppliers to facilitate and realize reliable sappiputs
as well as significant cost savings and can no longer limit such efforts to tmeir fir
boundaries (Stephan, 2005). According to Krause and Ellram, (1997) supplier development is
defined as; any effort of a buying firm with a supplier to increase it®rmpence and/or
Capabilities and meet the buying firm’s short and/or {teygn supply needs. Effective
supplier development sustain reliable input supply, improved product quality and reduced
cost for a buying firm’s products and services in the same way (Amelia and Hale,2007)
Suppliers’ capabilities and performance contribute greatly to the suandacompetence of
processing firms, given that external spending by these firms account for6@baueven 70
percent of the budget (Carr, Kaynak, Hartley and Ross, 2008,LTand EtAnsary, 2008
Wagner, 2006

Problem Statement
Whereas the contribution of prosesl oitseeds to the Ugandan economy has sharply

increased (66 % growth between 2007 and 2008), their share in the African and World
market still remains insignificant, 1.8% and 0.52 % respectively (Tradp, M&09).

Uganda’s low contribution could be attributed to the poor supplier development and failure to
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manage opportunistic behaviour of suppliers. Although the various forms of support extended
to suppliers by firms are relatively well researched; there is still limited empivickree on

the relatonship between the different forms of supplier development and the export
performance of firms in the Agtprocessing sector

Resear ch Objectives
) To examine the structure of Supplier Development Activities

(i) To establish the relationship betweSapplier Development Activities and
Export Performance.

(i)  To determine the relationship between Supplier Development Activities and
Opportunism.

(i)  To determine the relationship between Opportunism, and Export Performance
of Agro-Processing firm@ Uganda.

Literature Review
The structure of Supplier Development Activities
The ultimate objective of providing training to suppliers is to improve suppliers

quality, flexibility, delivery performance and to reduce transactiong &gstraining them
how to constantly improve their operations (Amelia, Carr, Kaynak, Hartely arsl ROS$
Sharon,200). Wagner (2006) asserts that seeking, building and maintaining relationships
with suppliers forms a basis and foundation for competition and survivaineg fn the
globally competitive market place. Firms can realize significant cost savingduging
external spending which account for 60 or even 70 percent of the budget of many firm

According to Watts and Hahn, (1993, p.12) supplier developmédefiised as:

“A long-term cooperative effort between a buying form and its suppliers
to Upgrade the supplier’s technical quality, delivery and cost capability
and foster Ongoing improvements”

Whereas from a transaction cost perspective (Williamson, 1986Gjpplier
development refers to a transaction specific investment by the buying firmtslyHand
Jones (1997) define supplier development as the practice of working with suppliers to
improve their performance and increase their capabilities.

Supplier development was pioneered in the automotive industry. Companies such as
Toyota and Honda are masters at supplier development initiatives (Liker and Wu, 2000)
They have long since recognized that the supply chain is only as strong askistwie&
and therefore invest time and money into developing suppliers’ skills and capaliitees
long-term sourcing relationship, Japanese companies, in particular, are known to sged a la

number of Japanese engineers and technical support staff to train Iqaarsupot only to
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meet the rigorous Japanese product quality standard but also to improve on their production
and delivery capabilities.

Uganda being a predominantly agricultural country, most of the supplier development
initiatives and practices are manifested in form on contract farming. Inddgaontract
farming has been traditionally restricted to plantation crops (sugascehéea)where out
growers have been supplementing production of large processing agribusmsgse nsure
a continuous supply of critical inputs (UPTOP,2007).

According to Joy and Larry (2008), the components of supplier development include;
coordination, cooperation, commitment, information sharing and feedback. However,
Supplier development can be distinguished by the role the buying firm plays, i.eliagdtor
the resources committed to a specific supplier. In the case of “direct” (Moatzka 1993)
or “internalized” (Krause et al., 2000) supplier development, the buying firm ptagstae
role and dedicates human and/or capital resources to a specific supplier. Dogr su
development includes activities such as on-site consultation, education and treogiragns,
temporary personnel transfer, inviting the supplier's personnel, as well as theoprafis
equipment or capital (Wagner, 2006). According to Joy and Larry (2008), the components of
supplier development include; coordination, cooperation, commitment, information sharing
and feedback

Contrariwise, the buying firm commits no or only limited resources to a specific
supplier in case of “indirect” (Monczkat al., 1993) or “externalized” (Krause et al., 2000)
supplier development. Instead, the firm offers incentives or enforces supgi@vement,
and hence makes use of the external market to encourage performance improvédnseists.
frequently done by assessing suppliers, communicating supplier evaluatiots rasdl
performance goals, increasing a supplier’s performance goals,ngsadmpetition by the
use of multiple sources or promising future business (Krause, 1997; Krause et al., 2000;
Monczka et al., 1993; Prahinski and Benton, 2004).

However, supplier development activities can be categorized based on the level of
firm involvement and implementation complexity. The impetus for this categorizadions s
from its potential to link developmeractivities and their impact on performance. These
include: basic, moderate, and advanced supplier Development practices (SRodhguaez,
Hemsworth, Martinez.orente,2005).Basic supplier development construct pertains to those
supplier development praces that require the most limited firm involvement and minimum
investment of the company’s resources (i.e. personnel, time, and capital) and tlikslyare

to be implemented first in an effort to improve supplier performance and/or caesbilit
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These gpplier development practices include evaluating supplier performance, popvidi
feedback about the results of its evaluation (Sanchez-Rodriguez et al, 2005)

The moderate supplier development construct involves by moderate levels of buye
involvement andimplementation complexity, therefore requiring comparatively more
company resources (personnel, time, and capital) than basic supplier developnieatsprac
The supplier development activities considered to have moderate levels of involvechent a
implemertation complexity include visiting suppliers’ plants to assess their processes
(Krause, 1997), reward and recognition of supplier's achievements in qualitgviempent
(Trent and Monczka, 1999), and supplier certification (Krause, 1997; Trent and Monczka,
1999).The advanced supplier development construct pertains to those supplier development
practices characterized by high levels of implementation complexity ayet myvolvement
with suppliers, therefore, requiring a greater use of company resourcesnfpsd, time, and
capital) than moderate and basic supplier development.

Supplier development can be distinguished by the role the buying firm’s plays, i
according to the resources committed to a specific supplier. In the casesot™{ionczka
et al, 1993) or “internalized” (Krause et al, 2000) supplier development, the buying firm
plays an active role and dedicates human and/ or capital resources tdia Spegiier. From
a transaction cost perspective, direct supplier development refersngactianspecific
investment by the buying firm (Williamson, 1985, 1991). Direct supplier development
includes activities such as -@ite consultation, education and training programs, temporary
personnel transfer, inviting the suppliers’ personnel, as well as the provision of eguggme
capital Krause et al, 2000).

Beverly and Ulf, (2005) assert thatig imperative to invest time and money into
developing suppliers’ skills and capabilities, since the supply chain is only ag asats
weakest link Therefore, it's fundamental that buying firm must get involved in the tgainin
and education in order to address the skills gaps. This view is supported by Joyrrgnd
(2008) who affirm that successful buyarpplier relationships require the supervision of
suppliers, the development of their technical capabilities and sharing infmmmaensively
but selectively.

Supplier Development Activitiesand Export Performance
Majority of firms engaged in International business in the era of glaalizare

forced to support their ppliers simply because they cant afford to have any of their

suppliers under perform. Such under performance sequentially affects threnaeide of the
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buying firm. Therefore, firms have started-exeamining their supplis in a longterm
perspective (Verwall and Donkers, 2001)

Numerous agr@rocessing firms in developing countries have underutilized the
liberalization of markets in developed countries, despite the reduction itaribrbarriers.

In most cases, this atributed to failure to produce products to required specifications, most
importantly unsustainable supply. In most cases, these firms are only abéettahen first

half a dozen orders, and gradually default on the subsequent orders. The blames for such
inefficiencies is in most cases attributed to the buyers’ suppliers. Theesbsyppliers are
usually blamed delayed delivery and delivery of substandard inputs. (Pietsikd&a and
Cravens, 1997)

According to Larson (2004), delayed, unreliable and poor quality inputs are very
expensive to the processing firm. He notes that 25% of is devoted to repair of defects and
errors and sourcing for alternative suppliers of inputs. Consequently, manufactucers hol
large inventories of inputs, tying up funds that could have been used for investment
(Fafchamps, GunningndOostendorp, 2000).

Mihalis (2008) found out that despite the fact that firms in the UK assign great
importance to the role their suppliers play to the sustainability and compefethed fims,
their involvement in the activities of the suppliers is relatively low. On the egnifastian,
Torben and Rhona, (2008) have a divergent view by asserting that there has been @ dramati
shift in recent years by firms moving from a transactional telationaloriented approach to
dealing with their suppliers.Bevery and Ulf (2005) assert that its imperaiinvest time
and money into developing suppliers’ skills and capabilities, since the supply chain @s only
strong as its weakest link.. Tle¢ore, it's fundamental that buying firm must get involved in
the training and education in order to address the skills gaps. This view is suppaltad by
and Larry (2008) who affirm that successful bugepplier relationships require the
supervision of suppliers, the development of their technical capabilities and sharing
information intensively but selectively.

On the contrary, Lambert and Knemeyer (2004) believe that good results can be
achieved without investing extra effort to form a tight relagfop with every supplier. In fact
Tan et al (2002) find no relationship between supply chain information sharing and various
measures of performance. This view is further strengthen by Vereeeke anq2@0b¢ who
only find a weak relationship between luy-supplier collaboration and performance

improvement. Joy and Larry (2008), find that, although feedback between the buyer and
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supplier positively influences the buysmpplier relationship, feedback between the two
parties does not positively impacetlupplier’s performance.

Effective supplier development sustain reliable input supply, improved product
quality and reduced cost for a buying firm’s products and services in the sam@mvelia
and Hale ,2007). Suppliers’ capabilities and performance contribute greatly to thalsur
and competence of processing firms, given that external spending byithesadcount for
about 60 or even 70 percent of the budget (Carr, Kaynak, Hartley and Rosd.,iQ008p,
Li and El-Ansary, 2008Wagner, 20056

Supplier Development Activitiesand Opportunism
Williamson (1975) defines opportunism in general terms as-iselfest seeking with

guile”. What sets opportunism apart from the standard economic assumptioniofesett
seeking behaviour is the notion of guile. Williamson (1985), in his later work descuiibes g

as “lying, stealing, cheating and calculated efforts to mislead, distsgtlide, obfuscate or
otherwise confuse. He further notes that opportunism can maitsiléboth as a deliberat
misrepresentation of various kinds during relationship initiation (i.e. ex ante) aidisvar
forms of violations over the course of the relationship (i.e. ex post). John (1984) notes that
opportunism does not include other forms of -garest seekingfor instance, hard
bargaining, intense and frequent disagreement and similar conflict behaviors dastiatie
opportunism.

Wathne and Heide (2000) categorize opportunism as either active or passive. They
stress that opportunism may occur when aypeither engages in or refrains from particular
actions. For instance passive opportunism takes the form of shirking or evasion of
obligations and active opportunism involves one party engaging in behaviors that were
explicitly or implicitly prohibited.

Williamson (1975) divided opportunism into blatant or strémgn opportunism and
lawful opportunism. He states that blatant opportunism may manifest itself thrdimgrate
misrepresentation of various kinds during the relationship initiation (ex ante)arious
forms of violations over the course of the relationship (ex post). Williamson (1966jta
that failure to disclose ones true attributes results into a problem of advexg®seBlatant
opportunism may also manifest itself in the formesésion of obligations in the going
relationship.

Williamson (1991) uses the term lawful opportunism to describe violations that do not
pertain to a formal contract. Typically a scenario whereby a lack of ctudtaletail enables

a party to exploit loopholes either passively, by evading informally dstalpdigations or
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actively, by taking advantage of a lack of formality in a contract. Wi@mm(1979) also
asserts that the risk is greater if the number of alternative suppliers is limieedmBlier the
number of suppliers available to the buyer, the greater the chances that theyaatou
opportunistically and later the terms of the contract to their own advantage.

Wathne and Heide (2000), assert that whereas opportunistic behaviour candeake pla
under any circumstance, certain conditions facilitate the flourishing of oppatunist
behaviour. They include: loek conditions and conditions manifesting information
asymmetry regarding a party’s attributes or actions, thus the aloilitgne partyto detect
opportunism is limited. Consequently, this gives the exchange partner the opportunity to
pursue opportunistic actions without being caught.Grzekowiak afihaiib (2008) state
that the goal of maximizing profits ( or utility) may lead to oppoigtic behaviour in
occasions that allow the extraction on unilateral gains at the expense of aaothstaince
by misrepresenting information. They link Machiavellian motives to opportunistic
tendencies. They assert that exchange partners that follow Machiavedamnta evaluate
their actions are likely to find it appropriate to use any means to accomplighisatgm
goals including manipulation and deceit.

According to Das (2005), the objective of deceitful behaviour by a partner firm is to
seek gain for self interest at the expense of the other party. Withholding or distorting
information and shirking or failing to fulfill promises or obligations are examplelecéitful
behaviour. It's widely recognized that all partners have potential for dedegfidviour to
some degree; however, the tendencies for deceit may be latent or dormanmévidser
refrain from behaving deceitfully for fear that they may be found out resutitoglass or
reputation or possible contractual termination.

Giventhat it's often impossible to identify who is likely to act opportunistically, low
confidence levels arising from deceitful behaviour not only discourage the fomadtbuyer
—supplier relationships Das (2005). However, Chin Ting, Nan Chen and Bartholomew (2007)
believe that making information more transparent between buyers andessigpla such a
way that each side can know about the other sides information lessens incidences of
uncertainty and would consequently reduce opportunism.

The concept of mutual hostages Das (2005), mitigate or lessens the effects of
opportunism despite intensive supplier development efforts. The notion suggests the
exchange of critical resources between buyers and suppliers, such that each finember
becomes vulnerable to ofential losses, thereby materially demonstrating credible

commitment to each other. Unless parties make similar amounts of transgpeefic
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investments, there would be a strong incentive for parties making less ti@nspecific
investments to behave deceitfully.

The same view about mutual hostages is maintained by Hwang and Burgers (1997) by
asserting that transaction specific investments provide credible commitment tf@aicesin
mutual assurance thereby reducing incidences of opportunistic behaviour. Due to
vulnerability on both sides, a partner will hesitate to engage in deceitful or oppictunis
behaviour for fear of losing its own critical resources held hostage by the prasumpt
“victim” firm.

On the contrary, they also assert that if the gain from opportunistic or deceitful
behaviour is greater than the loss of the hostage resources, a partnersisilivp#r deceitful
behaviour even in the presence of strict monitoring mechanisms. This is evident among
suppliers of primary raw materials who are known to sell to other processors s e
offer a slightly better price, despite arrangements with processors or hiyersupplied
them with inputs (supplier development activities).

Supplie¢ development initiatives with stronger emphasis on monitoring the
beneficiaries (suppliers) can restrict the opportunistic tendencies Das (208%ixorig
suggests close, first hand supervision of activities of suppliers. The idedigcourage the
suppliers from becoming deceitful. However Wathne and Heide (2000) slightly conttaalict t
above view asserting that excessive monitoring efforts may jeopardize nmusiduilding
efforts because monitoring requires close scrutiny which often detramts tfusting
behaviour.They suggest that monitoring should be done as unobtrusively as possible. The
buying firms can monitor the behavior of the supplying firms in a random fashion to ensure
that the suppliers will always be on guard about engaging inrtyoypstic behaviour.

Johnson, Cullen and Sakano (1996) believe that supplier development activities that
emphasize participatory decision making yields better results in shrinlengo#sibility of
opportunistic behaviour. They assert that shared decision making has positive consequences
in that it inhibits opportunistic tendencies. The same view is echo by Sexton (1297). H
asserts that the close interaction made through shared decision making signify both a
commitment to and interest in the outcomesiclv consequently decrease the perceived
likelihood of opportunistic behaviour and mostly importantly, the possibility that the
likelihood of opportunistic behaviour will be recognized. This method is responsive to
potential conflicts and facilitates gaangruence.

Das and Teng (2001) suggest another view calling for supplier development activitie

that empathizes training. They assert that training serve to regulate andrditand
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behaviourof the supplier and the buyer. They believe that training enables both parties to
impress certain behavioral norms on the relationship. They accept as true, dmetimati
through training, a buyer can persuade the staff is his supplier to behavepprapriate
manner and therefore less opportunistically.

Through proper training, the buying firm can attempt to inculcate the norm of full
disclosure of information and thus the value of being open with critical infamati
relevance to the partnefraining can also deter various types of distortion and deceitful
behaviour. However training should include the development of skills to detect possible
deceitful tendencies and possibilities Das (2005).Wathne and Heide (2000) lastsdne t
occurrenceof opportunistic behaviour has important implications in that if the risk of
opportunism is a particular relationship is sufficiently high, considerabteiness must be
spent on control and monitoring, resources that could have been deployed moraevalgduct
for other purposes. This view is shared by Calfee and Rubin (#9883tress that the risk of
opportunism may produce substantial opportunity costs in the form of “valuable deals that
won't be done”. Among suppliers, the category of opportunismishatore prevalent is in
the form of quality shirking. This means that a supplier is withholding efforts orvpbssi
failing to honor an agreement.

Williamson (1975) recognizes that businesses and individuals will sometime®seek t
exploit a situationd their own advantage. This risk is greater when there exists a small
numbers bargaining problem, For example, the fewer the number of alternative supplier
available to a buyer, the more likely it is that an existing supplier will act opypstitally to
alter the terms of the business relationship to their own advantage, such as by nigrmandi
higher price than that previously agreed. This consequently determinesoltirae or
guantity of inputs that a buyer can purchase and thus affecting the exportegohe can
manufacture.

Opportunism and Export Perfor mance of Agro-Processing firms
AbdelHatif and Nugent (1995) assert that in a world without transaction costs like

opportunistic behaviour but with perfect markets, the penetration of internationettma
would be a simple matter of production cost. Yet, despite remarkable technblogica
improvements relevant to the costs of international transacting, and considelatd&on of
exchange controls .the costs of international transactions are gefer&lbm negligible. In
particular, from around the world there is growing evidence that reforms designeditiepr

the right economic environment for the local production of exportable products and

incentives for exporting are insufficient in themselves to generate rgpodtexowth.
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According to Rupert Loader (1997)ransaction cost analysis recognizes that many
business exchanges are characterized by incomplete, imperfect or asymmébnceition.
Information incompleteness Informational asyetries can lead to opportunistic behaviour
in two ways. The first involveex anteopportunism where information is hidden prior to a
transaction. This i€x postopportunism which occurs after a transaction because of the
hidden actions of individuals or firms (Hobbs, 1996). These parties may have the incentive to
act opportunistically to increase their economic welfare because their aatgonet directly
observable by other parties.

The ever increasing competition in the global market place implies that firms that fail
to keep up with the demand of their buyers, for instance, timely delivery to spemifsca
will quickly be replaced with firms that are much better at reducing their §uyansaction
costs especially those that can be avoided like costs of deceitful behaviour.érgerera of
global value chains have manifested the need for firms to increase their supp@pliers
in an attempt to reduce risks of delayed delivery resulting from opportunism. They ha
released that their entisairvival depends of the inputs from their suppliers. In this light, they
have decided to give the necessary support to firms that are engaged therpodvigouts to
the buying firms (Ruben, Boselie and Lu, 2007)

Major retail stores engage in the supply of fresh organic products have subsequently
been forced to support and develop their suppliers and a control mechanism against the
ineffectiveness and inefficiencies in the supply of vital inputs in the i{o departmental
stores . (Kneller, Pisu and Yu, 2006)

Larson (2004) points out that most manufacturers aim at reducing costs of inputs,
improving quality of inputs and having consistent and timely delivery of inputs. Suppliers
capabilities and performance contribute greatly to the survival anghetente of agro
processing firms, given that external spending by these firms account for6@bamueven 70
percent of the budget (Carr, Kaynak, Hartley and Ross, 2008Tao, Li and ElAnsary,

2008 Wagner, 200%

M ethodology
The study was a cros®ctional, quantitative survey. Supplier development and export

performance of Agro Processing firms was captured using quantitative rereasti scales,
while elements of opportunism cost were captured using quantitative measuseatesit

The populabn for the study was Oil Seedgro processing firms in Uganda which
are 56 in total (source: Uganda SQiked Agro Processors Association). Using proportionate

stratified sampling approach, a sample of 50 was drawn from a total population of 56.
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(Krejcie and Morgan, 1970) A random sampling approach was used to select respondents

from the individual strata and stratification was done according to size.

Table|: Sample size of the study

Category Population Per centage Sample  Proportionate
Population size

Sample Size
Large scale 5 8.93% 4 (5/56)50 =4
Medium scale 13 23.21% 12 (13/56)50 =12
Small scale 38 67.86% 34 (40/56)50 = 34
Total 56 100% 50 50

Source: Uganda Oilseed Producers and Processors Association, 2009

Categorization criteria based on production capacity

Small scale: 1 metric tonne to 10 metric tonnes
Medium scale: 10metric tonnes to 49metric tonnes
Large scale: 50 metric tomes and above

The study relied on primary sources of data. Primary data was collfotad
respondents using a structured sstandard questionnaires and personal interviews.
Secondary data was got from the Uganda export promotion board and the Uganda iMvestme
Authority The questionnaire consisted mainly of closed ended questions amenujsel
qguestions all in line with the study objectives. The questionnaires weradseifistered for
clarity purposes and seek respondents’ opinions. Acpded structured serstandardized
guestionnaire built on hikert scale with responses ranging frorgsttongly disagreg to 5
(strongly agrepwas used to get the quantifiable data from individual respondents.

Supplier Development Activities were be measured using items adapted from
previous research by Kruase & @ln, 1996 and Sanch&odriguez, Hemsworth, Martinez
lorente, 2005. Carr, Kaynak, Hartley & Ross, 2@}gortunism was measured using items
adapted from Hobbs, 1996, loader, 1997 and Macher & Barak D. RichmanE2008.
Performance was measured using itesnmadapted from Domiguez & Zinn, 1994, Madsen,
1989 and Carlos, 2004.The questionnaire waggsted before its final administration. The
Cronbach coefficient was used to assess the reliability of the meaburasally (1967)
states that reliability coaffients of 0.70 or more are considered good. . The items adopted
have been used overtime and have been proven to be valid. The interview guidegnesi des
before the administration and pmdministration sessions were carried out to test its
reliability.

The results in the table were generated so as to assess the levels of relfatbidity o
research instrument. The internal consisteraiability was assessed using the Cronbach
alpha values while the Validity was assessed usin@dmetent Validity Idex CVI).
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Table: |

Variable Anchor Cronbach Alpha CViI

Supplier Development 5 point 0.931 0.737
Opportunism 5 point 0.841 0.650
Export Performance 5 point 0.727 0.833

The results in the table above showed thatithasuresvere both reliable and valid
since the Cronbach alphand CVI values were above 0.6.

Results And Discussions
The results showed that the majority of the organizations were registered limited

companies (96.7%) and the rest of the organizations were categorized undesippgner
(3.3%). Only five organizations that had registered as limited companies had been in
existence for at least 10 years (17.2%). Thescjuare test results showed that there is no
association between the period for which an organization has been operating and the type of
organization (sig. >.05). This implies that the status of an organization will nosaghbes

mean it will operate for a longer or shorter period of time.

The results showed that the majority of companies had at least betv@@eexfernal
suppliers of products and services (75.9%), with the minority of companies (24aifny
between 3150 external suppliers of products and services. The organizations under a
partnership organizational arrangement only had external suppliers of productsveses se
within the range of B0. No association was observed for the type of organization and the
number of external suppliers of products and services (sig. > .05). This imptieghttaer
an institution is partnership or a company, this will not necessarily detethenaumber of
external suppliers of products and services.

The results showed that the majority of the respondents were in the management
department (36.8%), this was followed by respondents in other areas of spemmlizat
(26.3%). The respondents in the finance area of specialization followed suit connpgawhis
21.1%. The marketing area of specialization comprised of the least number of responde
(15.8%). The majority of the respondents in management positions were undert centrac
of employment (57.1%). The cbguare test results showed that there is sgp@ation
between the areas of specialization of the respondents and their employment(stat
>.05). This implies that the employment status of the respondents will not ndgessari

determine their areas of specialization.

481



Descriptive of the Variables
The scale was anchored such thatfresents strongly disagree, dsagree, 3

uncertain, 4agree and 5Strongly agree. Means close to 1 or 2 show disagreement, whereas

means close to 4 or 5 reflect agreement with the issue at hand.

Tablell:
Mean Std. Deviation N
Export Performance 1.88 1.05 30
Investing in personnel 3.17 0.88 30
Process Oriented advice 3.60 0.73 30
Evaluation and feedback 3.75 0.72 30
Intensive information Exchanges 3.90 0.55 30
Opportunism 3.58 0.42 30

The resultsshowed that the firms were low on export performance (mean = 1.88),
most of the firms had poor export performance figures. It was noted that investing i
personnel (mean = 3.17) needed improvement since most firms hardly engaged inginvestin
in personnel. Opportunism was prevalent among the transactions of thesenfgams<3.55)
and this ought to be reduced, for instance through increased monitoring and scrutiey of t
suppliers activities. Process oriented advice, evaluation and feedback &miaef@mation
exchange was low with means of 3.60, 3.75 & 3.90 respectively and therefore needed
improvement. Except for export performance, all standard deviations were lesd4,tha

implying that the mean is a fair representation in the oil seed agro processtog in

Uganda.
Factor Analysisfor Supplier Development Activities
Table: |11
[}
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We provide our suppliers with support of high quality 714
We provide competent resources for problem solving for .692

suppliers
We provide resources for problem solving at the right time to ~ .868
our suppliers

We provide technical support (investment in .665
equipment/personnel) to help our key supplier to improve their
operations

We visit suppliers' factories to assess their facilities. .878
The company provides training to its suppliers. .698
We provide technical expertise to help fix problems on our 713
supplier's production line

Ouremployees work with our key supplier's employees to .834
improve their operations

Our suppliers participate in training offered by our company .809
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Suppliers are recognized and rewarded for material's quality .843

improvement.

Our employeesvaluate our key supplier's operations and .831

provide feedback to help them to improve.

Suppliers participate in the company's new product developr .707

process.

Suppliers are involved in the buyer's new product design pro .536

As aresult of our association with our supplier, our supplier’s .549
delivery time improved.

Suppliers are informed of their performance .815
Purchasing collaborates with suppliers in improvement and .854
development activities for new raw materials apads.

There is a procedure for supplier quality qualification. .652
Our supplier cannot afford to lose our company’s business .612
We provide a cooperative climate between suppliers and buy .798
through intensive information exchanges saslsuppliers

releasing internal information

Eigen Values 8.846 2.22 1.824 1.407
Cumulative % 46.557 11.685 9.601 7.408
Variance % 46.557 58.241 67.842 75.25

It was noted that Investing in Personnel, Process Oriented Advice, Evaluation &
Feedback and intensive information sharing make up variances of 46.557%, 11.685%,
9.601% and 7.408% respectively. Companies ought to visit their suppliers’ factories 0 asses
their facilities (.878) at the same time provide resources for problem saiving right time
to their suppliers (.868). firms ought to provide regular training to their suppliers and
encourage them to participate regularly (.809), coupled to that, company emmuogbéso
work with employees of their key suppliers to improve their operations (.834). Suppliers
ought to be informed of their performance (.815) and firms ought to have purchasing
collaborations with their suppliers in improvement and development activities foravew r
materials and parts (.854) it was also noted that firms ought to recogwizewward their
suppliers for material’'s quality improvement (.843) and encourage their erapldge
evaluate their key supplier's operations while providing feedback to help them improve
(.831). It was also evident that both buyers and suppliers ought to develop a sfystem o
intensive information exchanges (.798)

The Factor Analysis Resultsfor Opportunism

Table: IV
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The supplier has tried to deceive us on several occasions .646

Our supplier gives us wrong information about their goods and services  .592
The supplier does anything within his means to further his own itgeres .644
Promises made by our suppliers are not all fulfilled. .632
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The supplier lacks integrity wherot closely monitored. .709
Sometimes the supplier slightly alters facts in order to get what hs.wan  .770
Sometimes the supplier presents facts in such way that he looks good.  .698

Our suppliers drag us into forced negotiations. 572

| feelthat it is OK to do anything within my means that will help further | .848

own interests

Sometimes | have to alter the facts slightly in order to get what | want. .588

I have sometimes | have to alter the facts slightly in order to get what | 572

I have sometimes promised to do things without actually doing them la: .547
Complete honesty does not pay when dealing with my primary suppliet .629
Sometimes | present facts to my primary supplier in such a way that | I .687
good

My primary supplier isn't always truthful with me, so am not always 718
completely honest with them

Sometimes | have to exaggerate my needs in order to get what | really 523
from my supplier

Eigen Values 9.153 4.631 2.629
Variance % 45.763 23.154 13.145
Cumulative % 45.763 68.917 82.062

It was noted that Duplicity, Fraudulence and Deception comprised of 45.763 %,
23.154% and 13.145% respectively. It was noted that suppliers lacked integrityrin thei
business dealings and felt that they ought to do things in their means to help haithewn
interests (.848). Tendencies to alter facts by suppliers were prevalent ¢ ¥W&y.noted that
deception was prevalent among buyers often misrepresenting facts (.687), @uokipigte
honesty (.718) and with tendencies to exaggerate their needs (.523)

The Factor Analysis Resultsfor Export Performance

Table: V
%
c
o s 28
-
2 G
n
Over the years, the company has realized average annual growth in export sales .787
The performance of export sales per country for the company was good. .832
The ratio of the firm's total annual export sales to the total number of cgrapgiioyees .781
was good.
The performance of export sales for the company was good. 767
Theperformance of export sales for the company has improved by 725
The company's total annual export sales to total production improved by .899
The performance of export sales per country for the company was good. .868
The firm's total annual expostles to the total number of company employees improv  .674
by
Over the years, the company has experienced a decline in the average annual grov .536
export sales
There is difficulty in meeting importers' product quality standardféekportindirms. .539
Overseas markets for company's products are not stable. .504
Eigen Values 4728 1.635
Variance % 59.100 20.435
Cumulative % 59.100 79.535

It was noted that the sales trends and growth targets comprised of 59.100% and

20.435% respectively. On sales trends, it was observed that it is essentmatiz@ement
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ensures that the company creates sustainable balance between total proddctioruan
export sales (.899), while ensuring that it exports volumes proportionate to the nrmaket s
of their respective export markets (.868). On growth targets, it was notedrnismbtight to
concentrate on regional markets that are much stable comjpamerseas markets (.504)
and firms ought to take a greater initiative in trying to meet the importers’ grqdatty
(.539).

Relationship between the Variables

Table: VI
1 2 3 4 5 6 7 8 9 10

Investing in 1.000
personnell
Process Oriented .690**  1.000
advice2
Evaluation and A413* .198 1
feedback3
Intensive 404*  507** .342 1.000
information
Exchangest
Supplier .666** .924** 143 359 1.000
Development-5
Duplicity -6 -353 -.115 - .314 -256 1.000

.150
Fruadulancer -.080 .019 - .034 -126 -341 1.000

.100
Deceptior8 -427  -228 .070 -131 -311 -395* -068 1.000
Opportunism-9 -375 -220 .063 -.062 -.361 - .826** .346 1.000

.602**

Export .684*  445* 097 -.180 .518** .696** -275 -.291 - 1.000
Performance-10 .700**

** Correlation is significant at the 0.01 level-{&iled).
* Correlation is significant at the 0.05 levelled).

The results showed that most Gded AgreProcessing firms had intensive
information exchanges with their suppliers (mean=3.98) and in the same light, miost of t
firms also carried out evaluations of their suppliers and provided them with fegaiean=
3.75). Process oriented advice was substantially given by most firms (mean=3.60yeHowe
most of the fims showed low levels of investing in personnel (mean=3.17).

The results in the table above revealed a significant and positive relationsigetet
the supplier development initiative components which are investing in personed&4frs
p<.05), process oriented advice (r=.445* p>.05), and Export Performance. Evaluation and
feedback, intensive information exchanges which are also components of the sabile,var
were not positively related to the dependent variable (p >.05). The composite variable of
Supplier Development Initiatives was also positively related to the export peafore
(r=.518**, p<.05).

485



The results showed no significant relationship between supplier development
activities and opportunisnp (>.05). This implies that supplier developmextivities both
direct and indirect don’t consequently reduce opportunistic tendencies among supplier

The results showed that opportunism is significantly and negatively relategdd e
performance of the variable (r00**, p<.01). This implies that opportunism has a negative
effect on the export performance of the exporting firms in Uganda.

Regression M odel
The results show the degree to which supplier development and opportunism can

explain Export performance. The results in the table below showed that suppliepdesed
and opportunism can explain 49.8% of the variance in export performance (Adjusted R
square = 0.498).

Table: VII
Unstandardized Standardized t Sig.
Coefficients Coefficients
M odel B Std. Error Beta
(Consgtant) 6.360 2.112 3.011 .010
Supplier Development 272 .196 .273 1.389 .188
Opportunism -1.519 493 -.606 -3.080 .009
Dependent Variable: Export Performance
R Square 0.565 F Change 8.438
Adjusted R Square 0.498 Sig. F Change 0.004

In addition, Opportunism (beta=606, Sig<.009) is more influential at explaining
export performance than supplier development (beta=.273). The regression moddidvas va
(Sig=.004).

Discussions, Conclusons And Recommendations
The results showed that most-sded gro-processing firms had substantial amounts

of intensive information exchanges & feedback and process oriented advice towards thei
suppliers. However, most firms showed low levels of investing in their suppliersnpets

The results indicated that investing in personnel significantly contribute to euppli
development. The findings are consistent with Bevery and Ulf (2005) who asséiit’shat
imperative to invest time and money into developing suppliers’ skills and capabdities

the supply chain is only as strong as its weakest link”.

The findings show a significant and positive relationship between supplier
development activities and export performance ofsedd agro processing firms. This
implies that the more e8eed processing firms uerdake supplier development activities, the
more their export performance will increase. The findings are consistent wtbr5(2007)
who asserts that supplier development activities encourage openness andyflariied to

achieve a competitive adwiage. The findings are also consistent with Wagner (2006) who
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asserts that seeking, building and maintaining relationships with suppliersddrass and
foundation for competition and survival of firms in the globally competitive marlestepl
Firms ca realize significant cost saving by reducing external spending which acooutt f
to 70 % of the budget of many firms. However the findings contradict with Larabd
Knemeyer (2004) who state that satisfactory performance can be achid¢vedtwivesing
extra effort to from a tight relationship with every supplier. In the same Ngreeke and
Mulle (2006) found a weak relationship between supplier collaboration and performance.

The findings established no significant relationship between supgéeslopment
activities and opportunism. Thisiplies thatsupplier development activities both direct and
indirect don’t consequently reduce opportunistic tendencies among suppliers.The fardings
consistent with Hwang and Burgers (1997) who assertfthia¢ gain from opportunistic or
deceitful behaviour is greater than the loss of the business relationship withyéne tha
supplier will persist with deceitful behaviour even in the presence of supplidiopieent
activities like training of supplie and monitoring of suppliers operations.

However, the findings are consistent with Wathne and Heide (2000) who assert that
supplier development activities like regular monitoring of supplier operationgaopardize
mutual trust building efforts because monitoring requires close scrutiny wfien detracts
from trusting behaviour.The findings established that opportunism is significantdy a
negatively related to export performance of the variable. This impliesopidrtunistic
behaviour like quality shirking, misrepresenting information and deceitful behaliaur
promising to deliver on time than doing the contrary has a negative effect @xpgbg
performance of the exporting firms in Uganda.

This supports observation made by Wathne Hedle (2000) who assert that the
occurrence of opportunistic behaviour has important implications in that if the risk of
opportunism in a particular relationship is sufficiently high. Considerable resoorast be
spent in control and monitoring resources that could have been deployed more prgductivit
for other purposes.The findings are also consistent with Calfee and Rubin (1993)eshko str
that the risk of opportunism may produce substantial opportunity costs in the form of
“valuable deals that won't be doneAmong suppliers, the category of opportunism that is
more prevalent is in the form of quality shirking. This means that a supplethisolding
efforts or passively failing to honor an agreement

Conclusions
The study examined the effect of supplier development and export perforafianilee

deed agro processing firms in Uganda. Specifically the study examinestrtivture of
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supplier development activities among thesgied agroprocessing firms, its relamship

with opportunism and export performance of thesesedd agrgprocessing firms. The study
established a significant positive relationship between supplier developntieitieacand
export performance; therefore firms in the-sgled agro processing industry ought to engage
more in activities that help improve the operations of their suppliers.The silsdy
established a significant negative relationship between supplier developoiwities and
opportunism. Hence, firms ought to be extra cautious when engaging in any supplier
developmengctivities. Oil seed agro processing firms ought to be stricter when monitoring
activities of the supplier’'s in order to reduce opportunistic behaviour sinceedtlgihas a

negative effect on their export penfnance.

References:

Abla M. AbdelLatif and JeffreyB. Nugent (1995), Export promotion policies: transaction
costs and export channels Egypt University of southern CaliforniaDepartmentof
economics, University Patkos AngelesUSA

Amelia, Carr, Hale Kaynak, Janet, Hartley, Anthony, Ross (20@)pplier dependence:
impact on supplier’s participation and performancdhternational journal of operations &
operations management, Vol.28 No. 9, pp.899-916

Beverly, Wagner. lan, Fillis &ohansson (2006)Ah exploratory study of SME local
sourcing and supplier development in the grocery retail sedtgrnational journal of retail

& distribution management Vol.33 No.10

Calfee, J.E and Paul H. Rubin (1993Ych-transactional data in economics and marketing”,
managerial decision economjck4, 16373 California, department of economics, University
Park los Angeles California 90089-015. USA

Carlos, M.P. (2004), Export performance measurement: an evaluation of the empirical
research in thditerature, Academy of marketing science review.

Cristobal, SancheRodriguez, David, Hemsworth & angel, R. Martidezente (2005), the
effect of supplier development initiatives on purchasing performance: a structural”model
Supply chain management: an international journal, 10/4 289-301.

Daniel, R. Krause, Lisa M, Ellram (1997) “succefsgtors in supplier development
international journal of physical distribution & logistics management, Vol 27, No.1

Das, T.K (2005), Deceitful behaviors of alliance partners: potential and preverition

management decision, Vol.43 No.5, pp.706-719

488



Das, T.K and Teng, B (2001)Tfust control and risk in strategic alliances: an integrated
framework”, journal of organizational studies, Vol.22, pp.251-83.

Domonquez Zinn (1994), “Internationaupplier characteristics associated with successful
buyer/seller relationshipgournal of business logistics, Vol 15, No 2.

Ernestl, Verwaal, bas, Donkers (2001fjrtn size and export intensity: a transaction cost
and resourcébased prspectiveJournal of economic literature, Erim report series research in
management.

George john (1984),An empirical investigation of some antecedents of opportunism in a
marketing channég| journal of marketing research, Vol.21, no.3, pp.278-289

Georg, O. Whitelll, Janice R.W. Joplin & M. Feras Salama (200pthtracts and conflict
resolution strategies in foreign ventures: a transaction cost perspegctimérnational
journal of conflict management, Vol.18, No. 4, pp.376-390.

Jeffrey, T. Macher &Barak, D. Richman (2008), fransaction cost economics: an
assessment of empirical research in the social sciences, business and, paitit3, Issue

1, 2008, article 1

Jill, E. Hobbs (199%” a transaction cost approach to supply chain managemesiply
chain management, vol 1, No.2, 1996.15-27

Johnson, J.L, Cullen,J.B arfbkangl (1996),” opportunistic tendencies in 1JVs with the
Japanese: the effects of culture, shared decision making and relatidrisigsaational
executive, vol.38 No1,pp.76-94.

Krause, D.R. & Ellram, L.M(1997b), sticcess factors in supplier development”
,International journal of physical distribution & logistics management, vol.27, No 1,-pp.39
52.

Lambert, D.M & Knemeyer, A.M (2004)we’re in this togethér Harvard business vew,
Vol. 82, No. 12, pp.144-22

Mavrogiannis, Bourlakis & Ness (2008), “assessixgort performance in the Greek food
and beverage industry: an integrated structural equation model apprddctsh food
journal

Monczka, R.M, Trent, R. & Callahan, T. @%) “ Supplier base strategies to maximize
supplier developmehtinternational journal of physical distribution& logistics management,
Vol.23 No.4,pp.42-54.

Nigel F. piercy, Constantine S. Katsikeas & david W. Cravens (1997), “exantin@ngle of

buyetseller relationship in export performance” journal of world business/32 (1)

489



Paul Westhead (2008lrternational opportunity exploitation behaviour reported by types of
firms relating to exporting experiente journal of small business and enterprise
development.

Prahinski, C and Benton, W.C. (20043upplier evaluations: communication strategies to
improve supplier performancejournal of operations management, Vol, 22, No.!, pp.39-62.
Robert V. Krejcie & Daryle W. Morgan (1970), “Determinirsgmplesize for research
activities’ educational and psychological measurement, 1970, 30,607-610.

Ruerd ruben, dave Boselie and Hauliang Lu, (200vg¢gétables procurement by Asian
supermarkets; a transaction cost approach, supply chain managensmtihternational
journal, 12/1. 60-68

Rupert, loader (1997) aSsessing transaction costs to describe supply chain relationships in
Agri-food systems”supply chain management volume 11, No. 11, pp.23-35.

Sharon Williams (2007),supplier development progm; the SME experientejournal of
small business and enterprise development. vol. 14 No.1, pp93-104.

Shueh€hin Ting, ChengNan Chen, Darrell E. Bartholomew (2007an"“integrated study of
entrepreneurs’ opportunisimJournal of business & industrial marketing, Vol 22. No. %,
PP322-335.

Stephan, M wanger (2006),supplier development practicesan exploratory study,
European journal of marketing, Vol.40, No.5/6, 2006, pp. 554-571.

Szwejczewski, Goffin, Lemke, Rolf Pfeiffer & Lohmu Eller (20013upplie development
management in German manufacturing companies, an empirical investigai@nnational
journal of physical distribution & logistics management, Vol.31 No,5

TradeMap (2009),Uganda’s export performancethe international trade center (ITC)
UNCTAD (2008), ‘Export performance following trade liberalization: some patterns and
policy perspectiveseconomic development in Africa report.

UNCTAD (2009), ‘strengthening regional and economic integration for Africa’s
developmerit Economic development in Africa report.

Wathne, H. Kenneth and Heide, Jan, B (200@ppbrtunism in inter firm relationships;
forms, outcomes and solutiGnpurnal of marketing, vol.64, No.4, pp36-51.

Williamson, O.E (1979), Transaction cost economics: the governancecontractual
relationships”journal of law and economics, 22, 223-60

Williamson, O.E. (1985), Markets and hierarchies; analysis and atitist implications,

New York: the free press

490



Yi Liu, Lei Tao, Yuan Li, Adel L. ElAnsary (2008), ‘the impact of a idtributor’s trust in a
supplier and use of control mechanisms in relational value creation in marketing clannels

Journal of Business & Industrial Marketing. Vol 23, Issue 1.

491



