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Abstract

Outsourcing is generally recegnized as a strategy for producing cost savings; however, by simply
following a traditional cost-focused approach, indusiries may be missing opportunities to gain further
competitive advantage. Similarly, poor outsourcing performance of manufacturing industry could be
improved through relational-oriented exchanpes and its antecedents. Researches that examine the link
among relational-oriented exchanges and their antecedents; and outsourcing performances in the
manufacturing industry is still in its early development stage. Owing to high competition and risks in a
mannfacturing environment, the present study aims at investigating the link between relational-oriented
exchanges, the antecedent of relational-oriented exchanges and outsourcing performances. Data was
collected from 224 electrical and electronic industries in Malaysia via a postal survey and analyzed by
using statistical package for social science (SPSS) version 19. The result of the findings of the
investigation revealed that dependence and communication behavior are significantly related to relational -
oriented exchanges while trust is insignificant. And also, relational-oriented exchange is directly
significant to outsourcing performances.

Keywords: Relational-oriented exchange, antecedent, outsourcing performance,
communication behavior, trust.
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H1.0 INTRODUCTION

Outsourcing, or what is commonly known as subcontracting,
employs resources out of the crganization, The purpose is to carry
out jobg which arc generally performed within the organization on
its own. In this current competitive world, successful outsourcing
is a powerful tool. Organizations can materialize as to create value
and expand the competitive advantage ahead of competitors.
Organizations can concentrate on their main competencies and
then depend on outsourcing partners for complementary
opcrations. The developing of strategic relationship can normally
produce synergy between organizations. Synergism that is capable
to be directed to immediate and permanent advantages with some
of them measured in financial terms while others in non-financial
terms.
Malaysian American Electronic Industry reported that local
clectrical and electronic industries faced gaps in their outsourcing
practices. It was not able to raisc local sourcing by 50 per cent
being inflexible to customer needs, despite substantial investment
[1]. These arguments show that the electrical and electronic
industries’ outsourcing performances in Malaysia need
improvement, Hence, this study will cxamine the factors that
coniribute to electrical and electronic industries outsourcing
success in Malaysia. There arc two main issues concerning the
enhancement of outsourcing success.

First, for the improvement of outsourcing performance, relational-
oriented exchange in terms of structural and process dimensions
would play a major role [2,3]. The relational-criented exchange is
considered as a durable relation of the two partics controlled by
the relational norms and ecthical principles [4]. For the
manufacturing industry, these relationships are separated by
structure and process elements of any long-term relationship
between supplier and manufacturer [5]. The structural dimension
refers to the close relationship and the process reflects a joint
action of activities between supplier and manufacturer. In
supplier-manufacturer exchanges, the performance hinges largely
on rclational exchanges providing intense cooperation, joint
planning, and mutual adopting of each other’s necds [6].

Second, the ocutsourcing performance is also closely related
to the antecedents of relational-oriented exchanges [7].
Antecedents of relational-oriented exchanges are the elements
determining the relational orientation of an exchange [7]. In the
manufacturing industry, those variables arc categorized as
economic factor, social factor, and communication behavior to
motivate, or drive the devclopment of supplier-manufacturer
relationship quality [8]. Dependence on the cconomy is the
determinant of governance type [9] while trust is the key social
variable that explaing infer-firm cooperation and long-term
relationships [10]. [ nalyze cconomic and social factors
affecting the behavior—md result of inter-firm rclaﬁon
[11]suggest that communication behavior is the antecedent'<
relationship formation to maintain competitive advantage.
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Therefore, relational orientation of an exchange has its own
factors to represent its quality, indicating that several variables
influence the degree of relationship quality, and that the degree of
relationship quality is related to the outsourcing success.

Empirical studies have shown the relationship between
relational-oriented exchanges or durable relationships and
performances, especially on the non-financial measures [13,14].
Hence, improvement in outsourcing performances is expected to
be explained by relational-oriented exchanges and factors as
antecedents of relational-oriented exchanges. However, the nature
of the relationship between these elements has not been fully
understood [15]. Furthermore, in manufacturing industry, the
outsourcing performance is mainly measured by financial
indicators [16]. The linkage among relational orientation of an
exchange, the antecedent of the relational-oriented exchange, and
the balanced performance measurement is still ambiguous. Hence,
this study aims at investigating the link between relational-
oriented exchanges, the antecedent of relational-oriented
exchanges and the outsourcing performance.

H2.0 LITERATURE REVIEW
2.1 Antecedents of Relational-Oriented Exchange

In his attempt to study the variables determining the relational
orientation of an exchange, [7] conducted an investigation of six
major motivations, or the reasons behind the development of
inter-organizational relationships. He claims that an inter-
organizational relation is developed because:

1. A law or regulation stipulates that a firm purchases
particular goods and services which falls under
necessity;

2. The firm may improve its reputation, which falls under
the purview of legitimacy;

3.  Firms are desirous of exercising power or controlling
another organization or the other organization’s
resources which falls under the purview of asymmetry;

4. Firms are desirous of managing uncertainty in the
environment which falls under stability;

5. Firms aim to pursue goals or interests under reciprocity;
or

6. A firm may acquire lower costs and higher benefits
under the purview of efficiency.

Although the above discussed determinants may be individual
causes of relationship formation in itself, the decision to initiate a
relationship with another organization has its basis on many
alternatives. Table 1 shows the antecedents of relational-oriented
exchange dimension.

Table 1 Antecedents of Relational-oriented Exchange Dimension

Information

Quality

Communication quality is a key
aspect of information
transmission with the inclusion of
factors such as the accuracy,
timeliness, adequacy, and
credibility of information
exchanged.

Information participation is
referred to as the level to which
the relationship partners engage
in planning and goal setting
together. Through the
participation, relationship
members internalize goals for the
organizational performance and
are motivated to achieve those
mutual goals by working together
with the suppliers.

[18,19,20,21]

Information
Participation

[11,22]

Information
Sharing

Information sharing is defined as [19]
the level to which critical, often
proprietary, information is
communicated to one's partner.
Close-knit ties often lead to

significant and frequent

information exchanges between

high performing partners.

Antecedents of Definition Literature
Supplier-
Manufacturer
Relationship
Dimensions
Dependence Dependence is referred to as the [9,17]
firm’s requirement for
relationship maintenance to fulfil
the goals.
Trust The inclination to depend on an [10]

exchange partner in whose
honesty and benevolence is
acknowledged.

Following [5], this research states that close and relational-
oriented exchanges have their basis on the interaction of
efficiency, stability and reciprocity motivations. In order to
improve efficiency and obtain stability, an organization may try to
cement a stable relationship with another. In addition, if the
organization expects that higher internal efficiency will result
from the relationship, there will be an increase in its desire to
carry out mutually beneficial goals and interests.

2.2 Dependence and Relational-Oriented Exchange

Companies that cooperate to reach mutual goals are convinced of
their dependence on each other; a rationale that arises from the
exchange paradigm [e.g 25]. Interdependence stems from the
relation wherein the supplier and manufacturer expect mutual
benefits from their interaction [26] and wherein any loss are offset
but expected gains [27]. Both parties acknowledge the benefits of
interdependence in promoting efficiency and stability motivations,
that are greater than what the entities alone could accomplish.
Efficiency and stability motivations present the hope of outcome
improvement and the adaptation of the company to the uncertainty
in the environment.

Relational-oriented exchanges stem from the level of
interdependence. That is the mutual dependence between supplier
and manufacturer. For the reflection of interdependence variable,
two concepts are identified which are magnitude and asymmetry
[28,29]. The magnitude of this interdependence is referred to as
the total dependence within the exchange and the asymmetry of
dependence at the comparative dependence level.

High magnitude of interdependence impacts the creation of
relational structures and processes as the close relationship
encourages the employment of non-coercive force, reduces
conflict, foments stability and promotes durability [30]. The
degree of dependence of a supplier on a manufacturer may also
influence relationship behavior. This is because high dependence
implies that a valued resource is available from the manufacturer
which represents potentially gainful payoffs. To ensure continued
supplies in a high dependence situation, one should be expected to
cooperate, even if it is non-voluntary in nature. For low
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dependence, the level of relationship may be conditioned by other
factors but is likely to be lower since desired payoffs may be
perceived to be low and not immediately forthcoming. Drawing
upon the previous empirical evidences, industrial applications and
new concepts in relationship management, it is posited that higher
level of dependence between supplier and manufacturer is
hypothesized to be positively related to relational-oriented
exchanges. The above arguments lead to:

Hypothesis I1: Higher level of dependence has a significant
positive impact on relational-oriented exchanges

2.3 Trust and Relational -Oriented Exchange

According to [31], trust, the belief of the reliability of the word of
one party and his fulfilment of the obligation, is significantly
linked to the firm’s inclination for collaboration. In addition, [32]
claimed that keeping other things constant, exchange relationships
involving trust are able to withstand preat stress and present
higher adaptability while [33] stated that lack of trust will be
damaging to information exchange, to the mutual influence and it
will decrease the optimum joint problem solving. This statement
is reinforced by [23] stating that following the establishment of
trust, the supplier and manufacturer become convinced that joint
efforts result in outcomes that go above what each of them could
achieve. In conclusion, the literature concerning trust states that
successful partnerships should have ingrained high levels of trust.

Building upon this rationale, tmst is defined as the
inclination to depend on an exchange partner whom one is
confident of. It acts as an alternative to a hierarchical contrel [34]
and enables the creation of versatile structures [35] to the extent
that it removes the wariness against opportunistic behavior and
heightens satisfaction in the relation and continuous expectations
[17], and in doing so, cements cooperation, coordination,
collaboration and communication [36,37]. Great levels of trust
allow organizational members to concentrate on achicving their
main goal and save them from having to deal with secondary
crises that exist in a low-trust environment. A low trust
environment can freeze interactions as it drives the direction of
the processes under suspicion, monitoring, or activation of
confractual safeguards [38], while trust encourages voluntary and
non-obligatory extra efforts between the two parties like any
special treatment, and cnables the adaptation to future issucs and
hence, it i8 considered as a significant high-performance
component.

Partnerships between supplier and manufacturer, presenting
greater levels of trust, show greater success compared to their
counterparts [11] as greater levels of trust pave the way for tighter
bonds between individuals and firms. These bonds result in
relationship sustenance rather than break up. An indication of
partnership efficacy is the prediction of its longer life [24]. Firms
who trust their partners to a great extent present higher
satisfaction with the partnership and thus, a satisfying partnership
arises when mutual expectations of the partnership have been
reached [23]. [10]proposed trust-commitment theory to clarify
the way trust and commitment lead to successful relational
cxchanges. Based on the empirical evidences, a social perspective
as trust is posited as positively related to relational-criented
exchanges. The above arguments lead to:

Hypothesis 2: Higher level of trust has a significant positive
impact on relational-oriented exchanges

24 Communication Behavior and Relational-Oriented
Exchange

Communication processes and the sharing of information are the
basis of many organizational functioning aspects [12,39]. Two

communication behavior aspects addressing the level of
information exchange are invaluable to the relationship namely,
information sharing, and the level of information quality and
participation. These aspects of information sharing (quantity and
quality) are needed for the successful development of supplier-
manufacturer relationships. Communication’s impact on relational
sentiments should come out as positive and it cements the channel
of distribution and develops an environment characterized by
mutual support and participative decision making [12].

Information Quality: The supplier’s commitment to the
manufacturing may be enhanced following the organization’s
provision of greater information quality. In the context of inter-
organizational level; [40] revealed that a strong relation exists
between communication quality and two kinds of organizational
commitment which are consensus and resource. Information
quality was also found to be related to the supplier-manufacturer
relationship in a positive way [41]. The expectation is such that
following the supplier’s perception of the usefulness of
information in a timely, clear and thorough manner, his
commitment to the business relation will be reinforced.

Information Sharing: Information sharing (both quantity and
quality) is considered as the level of critical and proprietary
information encapsulating organizational skills and routines and
communicated to one's strategic alliance partner [11,42]. [43]
revealed that almost 30 percent is spent by purchasing managers
and their colleagues of their working hours on externally
communicating with suppliers as cited in [44]. Commmication
with varying people from companies encapsulates the use of
information exchanged [11], and transforms into the most
significant supply chain management skills needed by purchases
to carry out oral as well as written communication efficiently
[44,45,46]. Effective information sharing develops information
value for people within and across organizations, and reduces the
potential conflict among collaborative supplier-manufacturer
relationship [47].

Both manufacturers and suppliers have perceived that
information sharing contributes to operating efficiency and mutual
benefit between frading partners in crogs-national collaboration,
thus improving performances [48]. information sharing
has emerged as a key construct in thearca of strategic supplier-
manufacturer relationship, and therefore has been revealed to be a
significant predictor of relationship SUCCess
[11,44,47,48,49,42,50].

Information Participation: Information participation is
considered as the level to which partners take part in planning and
goal setting in a joint manner [11]. The two information attributes
of sharing and participation arc linked to the stratcgic supplier
relationship and are gignificant in the coordination of both parties’
activities. For example, the purchasing executive has to be
committed to offer superior and correct forecasts of requirements
to suppliers to facilitate better planning of available capacity
[51,52,53,54]. This implics that rclational oricnted cxchanges arc
linked with greater levels of information participation. The above
arguments lead to:

Hypothesis 3: High level of communication behavior has a
significant positive impact on relational-oriented exchanges

2.5 Relational-Oriented Exchange and Outsourcing Success

Based on the literature, firm performance is impacted by its
strength to inteprate, develop and reconfigure resources in a
process known as dynamic capabilities [55]. More specifically,
dynamic capabilities clarify why firms in one industry perform in
different ways. For instance, [56] posit that dynamic capabilitics
arc ingrained in firms and comprise of a sct of specific and clear
strategic and organizational processes while [57] revealed that
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firms characterized by a dedicated capability in managing inter-
firm relationships produced greater market value compared to
their lacking of capability counterparts. In other words,
companies systematically investing in the development of the
management of supplier-manufacturer relationship display
consistent performance compared to those who forego such
investments. As such, it can be stated that investments in the
development of relational-oriented exchanges minimizes both
coordination and integration costs and enhances the synergistic
advantapes existing through strategic outsourcing.

Many researchers have highlighted the increasing trend of
outsourcing see e.g. [58,59]. Through the outsourcing of activities
to experienced suppliers, companies are able to concentrate on
their core products and activities [60]. This specialization in core
activities allows the minimization of the capital base and
facilitates enhanced return on invested capital [61] and opens the
firm to the possibilities of taking advantage of economies of scale.
Nevertheless, outsourcing would entail placing important
activitics cxternal to the firm [62]. Therefore, manufacturers and
suppliers are required fo cooperate through the relational
exchange the co-ordination of these activities in an efficient
manner [63].

In short, relational-oriented exchanges enable firms to
produce greater value [64,65] and at the same time help develop
additional benefits for firms over time [66]. Cutsourcing firms
provide the chance to benefit from the cost advantages in
comparison to their vertically integrated counterparts
[67,68,70,71]. Outsourcing leads to decreased manufacturing and
minimal investment in plant and equipment [67]. Moreover, the
decreased investment in manufacturing capacity also decreases
the fixed costs and results in an even lower break-even point. The
improvement in short-run cost supports the decision to outsource
making it an attractive technique for firms to improve their
financial performance particularly in the short run. The above
arguments lead to:

Hypothesis 4: Relational-oriented exchanges have a significant
positive impact on outsourcing success in terms of financial
performance.

Dependence

Communication
Behavior
Information Quality
Information Sharing
Information
Participation

Figure 1 Research Framework
3.0 RESEARCH METHODOLOGY

A quantitative research approach was considered appropriate for
this study. Questionnaire was used to collect data for this sudy
through a postal survey. In order to achieve the stated objective of
the study, the Malaysian Electrical and Electronic industries were
selected as the population of the study. The listing of the
industries was selected from the directory of the Federation of

Malaysian Manufacturer [72]. The selection of the corresponding
industry was based on the International Standard Industrial
Classification Code (ISIC). The firms involved in this study are
those with the numbers of employees greater than 100. This
followed the decision made by [73] who suggested that in
outsourcing management studies, one should only consider
companies that have more than 100 employees which are
organizations that are large enough to participate actively in
outsourcing management practices. Based on the selection
criteria, 865 companies that are listed as manufacturers of
electrical and electronic companies were chosen to participate in
this study. Respondents’ quality is a crucial factor and the chosen
respondents are expected to be the most knowledgeable regarding
the operation and management of the organization outsourcing.
Hence, the respondents are the managers in purchasing, materials
planning, general managers or directors.

The questionnaire consists of four (4) sections: general
information about the organization and respondents’ profile,
factors as the antccedents of supplicr-manufacturcr relationship,
the relational orientation of the exchange and the outsourcing
performance. The general information collects information on the
profiles of the organization related to company ownership, the
type of manufacturing indusiry, the type of products produced, the
respondent’s working experience with multinational companies,
the respondent’s involvement in outsourcing, the respondent’s
position in the company, the organization’s operation years in
Malaysia and the organizations’ size according to the number of
employees. The objective of this section is to understand the
general profile of the organization.

Section two (2) of the questionnaire contained 37 items that
probe the antecedents of supplier-manufacturer relationships
related to the economy factor (dependence), social factor (trust)
and communication behavior (information quality, information
sharing and information participation). The objective of this
section is to identify the factors as antecedents of supplicr-
manufacturer relationships. The measurement instruments for
dependence are adapted from [17]; trust from [10]; information
quality, information sharing and information participation from
[11]. The items were measured on a 7-points Likert scale which
investigates the extent of level ranging from 7 for “Strongly
Agree” to 1 for “Strongly Disagree”.

The third scction investigates the relational-oriented
exchange which has becn categorized as structure and process
aspects: expectation of continuity, team-consciousness,
cooperation and communication which consisted of 8 items. The
measurement instruments for structure and process are adapted
from [74]. The mecasurcment is gauged through a 7-peints
Likert scale which measures the extent of level ranging from
7 for “Strongly Agree™ to 1 for “Strongly Disagree™.

The fourth section containg two sub-constructs that are
customers’ intangible benefits (14 items) and tangible benefits (3
items). This section is designed to understand the benefits of
outsourcing success acquired by the organization. The questions
are modified from past studies by [69] and [13] to be structurally
short and precisc. In addition, the sequencing of this section is
done in a logical manner, starting from an organization’s
outsourcing success related to cost before attempting to find out
more about the organization’s outsourcing success related to
strategic  performance/internal process performance. The
measurement is measured ¢ points Likert scale ranging from 7
for “Strongly Agree” to 1 for—=trongly Disagree”. Measurement
of cnvironmental factors is newly developed and crossed
referenced to available literature reviews.

Upon the completion of the instrument development in this
study, the developed instrument was subjected to a pre-test
(content validity and reliability test). The result of the validity and
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the reliability test revealed that the items of developed instruments
measured the content intended by the researcher while the
reliability test of the collected data reveals that the instrument is
internally consistent (Cronbach’s alpha greater than 0.7).
Subsequently, the main data collected was analyzed using the
Statistical Package for Social Science (SPSS) version 19.

4.0 FINDINGS

A total of 865 postal surveys were sent out in two waves to the
respondents. The total responses received were 224. Six (6) of the
responses were rejected due to incomplete information in the
responses. Hence, the final number of completed and usable
responses is 218. The response rate is based on the following
assumption:

Model Std Err Bet t Sig. Toleran VI
Beta or
a ce F
(Constant) 497 291 113 089
Dependenc 36 64 .000 1.1
. .388 .060 s 56 P 861 61
.00 .01 1.8
Trust .001 .074 1 3 .986 541 47
Communic
ation 42 5.8 .000 1.9
behavior 475 .081 8 61 ok 516 37

Response Rate =Total response received - Rejected responses
Total response sent

Based on this assumption, the effective response rate is 25.2 per
cent [(224 - 6)/865]. The first wave yielded 147 responses and the
second wave yielded 71 responses. Such response rate is within
the acceptable range as previous studies from Malaysian
manufacturing researches yielded a similar range between 18-26
per cent [75,76,77].

The findings of this study reveal that 35.7 per cent of the
responding organizations are owned by Malaysians whereas the
remaining 63.8 percent are owned by foreigners. From the foreign
ownership, US and European owned companies constituted
59.7 per cent and only about 40 per cent are owned by Asians
(Japanese, Korean or Singaporean) implying that local electrical
and electronic industry heavily relies on foreign investors. The
electrical sector constituted 51.4 per cent whereas the electronic
sector constituted 48.6 per cent. The response rate distribution is
balanced between both sectors. 79 per cent of the organizations
have more than 150 employees. Only 20 per cent of the
responding organizations have between 50 to 150 employees. This
reflected the earlier recommendation that organizations need to
have more than 100 employees to be involved in outsourcing
programs [73]. 100 per cent of the surveyed organizations
acknowledged that they have been involved in outsourcing
management. The statistic provided an assurance that the
organizations surveyed have engaged in outsourcing activities and
are valid for future statistical analysis. The result further shows
that only 28.6 per cent of the target respondents have work
experience in outsourcing for less than 5 years. About 71.4 per
cent of the respondents have work experience of more than 5
years and above. This adds credibility to the respondents’
knowledge on outsourcing activities. In addition, majority of the
respondents (74.3 per cent) has a tertiary education. Only 25.7 per
cent of the respondents have lower than tertiary education. With

this, targeted respondents should not have a problem in
understanding the contents of the questionnaire.

4.1 Result of Hypotheses Testing

Multiple regression analysis was performed in the determination
of the association among the variables. Consequently, the result
of the regression analysis identifies the most contributory
variables among the set of antecedents of relational exchanges
that best predict the relational-oriented exchange factor
(expectation of continuity, team-consciousness, cooperation and
communication). The result showed in the Table 2 demonstrate
that the regression equation with predictors was significant, R =
657, R? = 432, R%adj = 424, F (3, 210) = 52.268, p < .001. In
other words, the multiple correlations between the predictor and
the dependent variable were .657; the predictor accounted for 43.2
per cent of the variance in the relational-oriented exchange. The
generalizability of this model in another population was .424. The
value of R? dropped to only .008 (about 1 per cent) in the adjusted
R?adj, which indicates that the cross validity of this model was
fine.

The significant F-test revealed that the relationship between
the dependence variable (Relational-oriented Exchange) and
independent variables (Dependence, Trust and communication
behavior) was linear and the model significantly predicted the
dependent variable. The F-test (3, 210) = 52.268, p < 0.001)
indicates on overall significant prediction in the independent
variables to the dependent variables, but lack of information about
the importance of each independent variable. Table 2 shows the
individual contributor of each predictor with a regression
equation. Among the three predictors, communication behavior (3
= 428, t = 5.861, p = .000) had the highest standardized beta
coefficient, which indicates that communication behavior, was the
most important variable in predicting relational-oriented
exchanges.

Table 2 Multiple Regression Result between Relationships Motivations
(RM) and Relational-oriented Exchange

Std.
Adjusted  Error of . Durbin-
2
R R R? the ¥ Sig. Watson
Estimate
.657 432 424 92582 52.268  .000 1.658

a. Dependent Variable: Relational-oriented exchange

The other important predictor in descending order was
dependence (B = .365, t = 6.456, p = .000). However, trust (B =
0.001, t = .018, p = .986) was not significantly related to
relational-oriented exchanges.

The result of the test between the relational-oriented
exchange factor and outsourcing success revealed that the
regression equation with predictor was significant, R = .638, R? =
406, R?adj = .404, F (1, 210) = 142.454, p <. 001. In other
words, the multiple correlation coefficients between the
dependent variable were .638; the predictor accounted for 40.6 per
cent of the variance in the outsourcing success. The
generalizability of this model in other population was .404 as
shown in Table 3.
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Table 3 Multiple Regression Result between Relational-oriented
Exchange Factor and Outsourcing Success

The mixed results between the individual dimensions of the RM
factors and relational-oriented exchange variable of this study
suggest that the first and third hypotheses were supported while
the second hypothesis was not supported. The present study
revealed statistical significant results between the relationship of
RM factors and relational-oriented exchanges of electrical and
electronic manufacturing companies which are consistent with the
findings of prior studies [78,79,80], whereby it was also revealed
that—the interaction of economic and social factors are

Wterminants in the industrial supplier-manufacturer relationship.
%lthough the results of the present study indicate mixed results,
tN¢Foverall finding suggests that RM factors are significant and

Std.
2 Adjusted Error of . Durbin-
R R R? the F Sig. Watson
Estimate
.638 406 404 .86390 142.454 000 1.752
Collineari;
Un- g sw Statistic
Model Std § t Sig.
ode Beta Error  Beta e Toleranc
e
8.13
(Constant) 1.642 202 4 .000
Relational-
oriented 11.9  .000*
exchange .585 .049 .638 35 Hk 1.000

they—jointly explain the variance of the relational-oriented
exchange variable. The evidence from this study suggests that
high levels of RM factors are related to high level of strategic
ré¢lationship. However, the individual dimensions of RM factors
tt contribute strongly to the relational-oriented exchange need

a. Dependent Variable: outsourcing success

The value of R? dropped to only 0.002 (about 0.2 per cent) in the
adjusted R?adj, which indicates that the cross validity of this
model was fine. The significant F-test revealed that the
relationship between dependent variable and independent
variables was linear and the model significantly predicted the
dependent variable. The F (1, 210) = 142.454, p<. 001, indicates
an overall significant prediction in the independent variables
which is relational-oriented exchange factor (§ = .638, t = 11.935,
p = 0.000) as an important variable in predicting the outsourcing
success.

The summary of the test of hypotheses in this study is
presented in Table 4.

Table 4 Summary of Hypotheses Testing on the effect of the antecedents
of relational oriented exchange on the Relational-oriented Exchange

Hypotheses  Statements of Hypotheses Remarks
Ha: 1 Higher level of dependence has a  Supported
significant  positive impact on A
relational-oriented exchanges hypotheses
Ha: 2 Higher level of trust has a significant ~ Not
positive impact on relational-  supported
oriented exchanges Ha:
hypotheses
Ha: 3 High level communication behavior ~ Supported
has a significant positive impact on  Ha:
relational-oriented exchanges hypotheses
Ha: 4 Relational-oriented exchange factor  Supported

has a significant positive impact on  Hy:
outsourcing success Hypotheses

H5.0 DISCUSSION AND IMPLICATION

Multiple regression analysis was conducted to examine the
highest contributor of explanatory variables among the RM
factors that best predict the relational-oriented exchange variable.
The results indicate that dependent, trust and communication
behavior jointly explained 43 per cent of the variance of the
relational-oriented  exchanges. Two  predictor  variables,
dependence and communication behavior were found to be
statistically ~ related to  relational-oriented  exchanges.
Communication behavior was the strongest contributor predictor
that explains the variance of relational-oriented exchange,
followed by dependence.

to be taken into consideration by organizations that wish to
strengthen the relationship.

Furthermore, the non-significant results concerning the
relationship between RM variable and supplier-manufacturer
strategic  relationship in the electrical and electronic
manufacturing companies are in line with some studies [17,81].
According to [81], the lack of trust may still lead to continuous
relationship while supplier viewpoints reveal that the trust
perception is not a relevant determinant of long-term orientation.
Despite the unexpected result, it implies that suppliers focus on
the objective evidence of dependability as opposed to their
channel partner’s motives.

Stated differently, the findings imply that the variance in the
relational-oriented exchange is expounded by specific RM factors.
Hence, the findings imply that the relational-oriented exchange
could be enhanced through RM. Specifically, this study found
that: (1) the relational orientation of exchange may be improved
through a high level of dependency; (2) the relational orientation
of exchange may be improved through a higher level of
communication behavior.

Overall, the results of the correlation analysis revealed that
dimension between RO and outsourcing success was significant.
The results of the correlation analysis suggest that high levels of
RO attributes are related to high level of outsourcing success. This
study hypothesized that RO has a significant positive relationship
with outsourcing success (hypothesis 4). The variance in the
outsourcing success is explained by the relational-oriented
exchange. The present study particularly revealed that the
outsourcing performance in light of implementation factors the
company carries out for the achievement of its objectives, goals
and expectations may be improved through supplier-manufacturer
strategic relationship. The evidence from this study suggests that a
relational-oriented exchange is important to organizations. Indeed,
high level of relational-oriented exchanges relates to a high level
of outsourcing success.

M6.0 CONCLUSION AND FUTURE-WORK

The results indicate that the relational-oriented exchange is
positively related to the outsourcing success. Stated differently,
the achievement level in outsourcing performance may hinge on
the degree of relational-oriented exchanges. A higher degree of
relational-oriented exchanges may lead to higher level
outsourcing success. For the assessment of the relational
orientation of exchange in the form of strategic relations, it is
necessary to look beyond just specific transactions but to related
components and relationships that surround them in light of
relational norms of the partner in the exchange. The study stands
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as a basis on which further empirical investigation can be done on
other subsectors of Malaysia manufacturing sector.
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