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Abstract:  is study aimed to analyze the business marketing relationship between modern
suppliers and SME retailers to empower and strengthen SMEs in Indonesia. e theoretical
amework is the relationship marketing model developed by Morgan and Hunt (1994).
is amework is based on trust and commitment as the two key mediating variables.
e study surveyed 250 SME retailers as respondents selected using purposive sampling.
Furthermore, hypotheses were tested using path analysis. e findings showed that trust and
commitment to business partnerships mediate the effect of influence strategy on loyalty to
business partners and economic performance. e influence strategy significantly affects the
business performance of the involved parties. erefore, strategic business partnerships with
modern suppliers improve SME retailers’ business performance.
Keywords: strategic partnership, influence strategy, trust, commitment, loyalty.

1. Introduction

A partnership between companies is a strategy to increase competition,
product value, and business performance (Ejdys, 2018; Butaney &
Wortzel, 1988; Tokman et al., 2019). It provides strategic advantages
for the involved parties. e partnership between large enterprises is
profitable due to the absence of gaps in size, technology, and resources.
However, issues arise between large enterprises and SMEs because it
possibly causes positive or negative impacts (Butaney & Wortzel, 1988;
Keysuk, 2000). Maloni and Benton (2000) stated that power asymmetry
determines the success or failure of business relationships between large
enterprises and SMEs. Furthermore, Nyaga et al. (2013) suggested
that power asymmetry plays a key role in the strategic advantages
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enterprises gain in a business relationship. e study also stated that
power asymmetry could be disadvantageous for SMEs.

Hingley (2005) investigated the food industry supply channel
involving large businesses and SMEs in the UK. e study found
that the power asymmetry between the involved parties influenced
the quality of a business relationship, but not negatively. Building
understanding and communication helps anticipate the adverse impacts
of power asymmetry between large enterprises and SMEs. For instance,
the subcontracting partnership adversely affects several clusters of the
furniture and wood sector SMEs in Central Java, Indonesia. SMEs lack
technology support for developing product innovation, while business
processes greatly depend on large enterprises (Setyawan et al., 2015).
e partnership between exporters and crasmen involves exporters
providing raw materials, product designs, technical assistance, and market
channels. erefore, SMEs could not develop into efficient and well-
performing business units.

Setyawan et al. (2014) examined the business relationship between
large multinational enterprises and SME retailers in Yogyakarta,
Semarang, and Surakarta. e study suggested that multinational
enterprises gain long-term benefits under the agency partnership scheme.
In contrast, SME retailers only gain a short-term benefit without clarity
on the partnership sustainability. e study also found that SME retailers
accepted these conditions as the only way to gain profitable business.
Conversely, Ejdys (2018) found that the business relationship between
large enterprises and SMEs improves performance significantly for both
parties. Tokman et al. (2019) stated that trust, commitment, power, and
social bonds contribute to a successful partnership.

Morgan and Hunt (1994) suggested that the marketing framework
is feasible for analyzing business relationships between enterprises. e
study tested this model on the automotive industry in the US and found
that the key variables in business networks are commitment, trust, and
power.

Business-to-business (B2B) marketing studies examine the
relationships relevant to partnerships between enterprises. e two
dominant concepts in a business relationship are transaction cost and
relationship marketing. e transaction cost concept assumes that parties
in a business relationship have two weaknesses, including opportunism
and bounded rationality. erefore, rules and supervision are required to
balance the benefits of both parties (Buvik, 2001). Powell (2004) stated
that contractual arrangements that regulate penalties and incentives for
the involved parties should be devised to evade harm in a business
relationship.

e relationship marketing concept is implemented in the business
relationship between enterprises. Within this concept, the core of the
business relationship is trust in partners and commitment to business
relationships (Morgan & Hunt, 1994; Ramaseshan et al., 2006). It is a
long-term business relationship between enterprises that benefits both
parties (Hingley, 2005). Trust and commitment are major components
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in relationship marketing, resulting in business relationship satisfaction,
loyalty to business partners, and fine business performance (Grewal et
al., 2019). According to Haque and Rana (2019), relationship marketing
promotes convenience by accommodating both parties’ interests.

ere are two gaps related to B2B studies in the context of SME
retailers. e first gap relates to implementing relationship marketing
to analyze partnerships between large enterprises and SME retailers
in Indonesia. e relationship marketing theory is based on trust
and commitment as mediating variables. is theory was examined
to unveil its feasibility as the framework for strategic partnerships
between large enterprises (suppliers) and SME retailers. e second
gap relates to the SME retailers’ strategic partnership. Retailers expect
strategic partnerships to improve business performance, as indicated by
higher sales, profits, and business growth. erefore, this study aimed to
analyze the effect of influence strategies, trust in business partners, and
commitment to partnerships on SME retailers’ business performance.

is study investigated business partnerships between large enterprises
and SME retailers in Solo Raya, Central Java, Indonesia. Relationship
Marketing was employed as a theoretical framework with four
variables, including influence strategies, trust, commitment, and business
performance. Influence strategy, or power, is how an organization
controls its partners to fulfil strategic goals (Maloni & Benton, 2000). It is
a reciprocal act of companies involved in a business relationship (Hingley,
2005). Furthermore, influence strategy (or power) is an independent
variable that affects trust and commitment (Ramaseshan et al., 2006).
Maloni and Benton (2000) used the term power instead of influence
strategy, though their conceptual definitions are similar. e two types
of power based on their source are coercive and non-coercive power
(Maloni & Benton, 2000). According to Kim (2000), companies in
business relationships use non-coercive power to control and evaluate
their partners. erefore, this study proposed that the influence strategy
of large companies as suppliers changes the performance of SME retailers.

is study developed a theoretical model of relationship marketing
based on Morgan and Hunt (1994), which found that power is a
dependent variable affecting business relationships in the US automotive
industry. Morgan and Hunt (1994) also identified trust and commitment
as two key mediating variables in relationship marketing. Moreover, Kim
(2000) proposed the role of power as a tool for companies to influence
business partners to fulfil their common goals. According to Chen et al.
(2011), influence strategy is an antecedent of trust, commitment, and
business performance in a relationship between companies. is study
adopted the concept of power as an influence strategy exercised by large
companies toward SME retailers.

Trust and commitment are key mediating variables in Relationship
Marketing eory (Morgan & Hunt,1994). is study proposed that
the two mediating variables are critical in assessing the effect of the
influence strategy on SME retailers’ business performance. SME business
performance should be measured with an easier method because the
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business processes are simple (Blackburn et al., 2013; Begonja et al., 2016).
is study analyzed the impact of large company suppliers’ influence
strategy on SME retailers’ business performance. It also proposed trust
in business partners and commitment to business relationships. ey are
the modifications of two original constructs of trust and commitment
developed by Morgan and Hunt (1994) in their relationship marketing
theory. Furthermore, a theoretical framework was developed to analyze
the strategic relationship between large companies and SME retailers. e
results are expected to enrich relationship marketing theory, especially in
B2B marketing.

2. eoretical Framework and Hypothesis

2.1 Relationship Marketing and Business Partnerships

Gulati et al. (2000) identified five key issues in the studies related
to strategic networks. e issues are industry structure, positioning
within an industry, inimitable firm resources and capabilities, contracting
and coordination costs, as well as dynamic network constraints and
benefits. e strategic partnership between large companies and SMEs
encompasses contracting and coordination costs, as well as dynamic
network constraints and benefits. Uzzi (1997) found that embeddedness
plays an important role in the business relationship. Embeddedness is the
strategic partnership between two companies, according to relationship
marketing (Gummerus et al., 2017). According to Morgan and Hunt
(1994), relationship marketing comprises establishing, developing, and
maintaining successful relational exchanges. It was defined by Gronroos
(1994) as a marketing activity to establish, foster, and maintain
relationships with consumers and business partners as a mutually
beneficial relationship to sustain the interests of both parties. Some basic
elements of relationship marketing include:

1. Commitment – Enterprises that fulfil their commitment
achieve customer satisfaction, repurchase intention, and long-
term financial benefits.

2. Trust – Chen (2011) defined trust as a willingness to
rely on an exchange partner in whom one has confidence.
It requires confidence to trust the partner due to their
expertise, consistency, and intention. Furthermore, trust is
an intentional behavior reflecting reliance on partners and
involves uncertainty and vulnerability of the trusted party.

e concept of relationship marketing is a result of the transitional
process from the traditional buyer-seller into a more strategic business
relationship. Spekman and Carraway (2006) discussed the transitional
process and suggested several prerequisite factors, which became the
theoretical basis for relationship marketing.
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Morgan and Hunt (1994) developed a relationship marketing model
by proposing trust and commitment as two key mediating variables. e
model was tested in the automotive industry and its business network in
the United States. erefore, this study used trust in business partners
and commitment to business relationships as the key mediating variables.
It aimed to analyze the business relationship between SMEs as retailers
and large enterprises as suppliers.

2.2 Influence Strategy and Relationship Marketing

Power is the ability to influence others (Ramaseshan et al., 2006;
Kim, 2000; Butaney & Wortzel, 1988). It is also known as the
influence strategy in inter-firm relationships (Maloni & Benton,
2000). Furthermore, power is divided into coercive and non.coercive
(Ramaseshan et al., 2006). Coercive power is the company’s ability to
control and sanction business partners when they violate the business
agreement. Non-coercive power is the company’s ability to reward
business partners when they improve performance related to their
partnership (Zemanek & Pride, 1996). According to Ramaseshan et al.
(2006), department stores use coercive power by putting pressure on
tenants to achieve certain behaviors. ere might be penalties when the
tenants fail to comply with these rules. Coercive power is commonly used
in advertising campaigns, customer service levels, or store opening hours.

Influence strategy in the business relationship between modern
enterprises as suppliers and SME retailers relates to a party’s ability to
influence the decisions of another party. It is reflected in the supplier’s
ability to determine the highest retail price of products distributed to
SME retailers. Alternatively, the influence strategy limits the number
of products distributed to retailers to ensure even distribution. SME
retailers could influence the suppliers by requesting a discount for cash
purchases or bonuses for certain sales amounts.

e influence strategy positively impacts the enterprise’s satisfaction
with the business relationship. Terawatanavong et al. (2007) stated that
a profitable business relationship results from satisfaction. erefore,
influence strategies using non-coercive and non-conflict approaches are
preferred to maintain relationship satisfaction (Kim, 1998).

Regarding relationship marketing, Morgan and Hunt (1994) stated
that influence strategies impact the trust in business partners and the
commitment to business relationships. Wu et al. (2004) explicated
that trust, influence strategy, and duration of business relationships are
associated with the commitment to maintain long-lasting and mutually
beneficial business relationships.

H1 Influence strategy positively affects business relationship satisfaction.
H2 Influence strategy positively affects trust in business partners.
H3 Influence strategy positively affects commitment to business relationships.
H4 Business relationship satisfaction positively affects trust in business

partners.
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H5 Business relationship satisfaction positively affects commitment to
business relationships.

2.3 Relationship Marketing, Loyalty to Business Partners, and Business
Performance

Studies on customer behavior show that commitment is a construct
of customer loyalty (Wood, 2002). Commitment is a component of
relationship marketing and ensures a long-term customer relationship
(Cooper et al., 2005). is construct is useful for explaining relationship
marketing, where customers committed to a specific brand are more likely
to be loyal.

e concept of continuance commitment has been introduced recently
as a form of commitment. Continuance commitment is a bond between
two organizations for long-term economic benefits or cost efficiency (Wu
et al., 2012). It is rooted in the scarcity of alternatives and switching costs
(Wong et al., 2008). In B2B marketing, a customer with a continuance
commitment would unlikely switch to other business partners because it
is costly and has rare alternatives (Sahadev, 2008). A business relationship
has economic benefits, making it costly to switch partners (Sahadev,
2008). erefore, continuance commitment is an appropriate construct
to measure commitment to business relationships between enterprises.

Spekman and Carraway (2006) and Gronroos (1994) found that trust
is the basic component of relationship marketing. Trust implies the
expectations of the parties in a transaction and the risks associated with
assuming and acting on such expectations (Ramaseshan et al., 2006).
Discussion about trust is linked to relationship marketing (Morgan &
Hunt, 1994; Haque & Rana, 2019). Additionally, trust and commitment
are integral to relationship marketing (Ekelund & Sharma, 2001).

e outcome of a business relationship within the relationship
marketing model is loyalty to partners. Ramaseshan et al. (2006)
examined the impact of relationship marketing on retailers’ loyalty in the
retail industry in China. e study showed that relationship marketing
strategies positively affect retailers’ loyalty to their suppliers. erefore,
trust and commitment are key mediating variables in this study. Wu et
al. (2012) analyzed the role of trust and commitment in the supply chain
partners of the high-tech industry in Taiwan. e study corroborated
the role of relationship marketing as a mediating variable of loyalty to
business partners.

Companies have business partnerships to improve their performance
or competitive advantage, a valuable tool to win a business competition.
A relationship marketing-based business relationship has several
advantages, including improved economic performance (Corsten &
Kumar, 2005; Johnson, 1999) and strategic performance (Ramaseshan
et al., 2006). Business relationships based on trust and commitment
improve economic and strategic performance (Mas-Ruiz, 2000).
According to Corsten and Kumar (2005), the economic performance
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parameters affected by relationship marketing are sales, growth, profits,
and company size.

H6 Business relationship satisfaction positively affects loyalty to business partners.
H7 Business relationship satisfaction positively affects business performance.
H8 Trust in business partners affects loyalty to business partners.
H9 Trust in business partners affects business performance.
H10 Commitment to business relationships positively affects loyalty to

business partners.
H11 Commitment to business relationships positively affects business

performance.

3. Research Method

3.1 Conceptual Framework

e study model explains the relationship between the constructs. e
conceptual framework is presented in Figure 1.

Figure 1
e Conceptual Framework of SME Retailers Partnership

3.2 Population and Sample

e study population comprised SME retailers and grocery stores engaged
in the distribution channels of foods and agricultural products. e
sample consisted of SME retailers and grocery stores in Solo Raya selected
using purposive and quota sampling methods with the following criteria:

1. SME retailers are not affiliated with any national or
international franchise.

2. SME retailers are engaged in food commodities and
agricultural products.

3. ey have more than five years of experience in the business.

Regarding the sample size, 250 SME retailers were initially targeted
as the respondents. is relates to the spread of SME retailers in food
commodities and agricultural products in the Solo Raya area, Central
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Java Province, Indonesia. e respondents are concentrated in five local
markets, including Pasar Legi and Pasar Nusukan in Surakarta, Pasar
Bunder in Sragen, Pasar Sunggingan in Boyolali and Pasar Tawangmangu
in Karanganyar. In each local market, a quota of 50 SME retailers was
taken according to the sample criteria, resulting in 250 respondents. e
number of respondents was based on the multivariate data analysis that
requires 250–500 respondents to obtain a stable beta coefficient (Hair et
al., 2010).

3.3 Operational Definition and Variable Measurement

Table 1 summarizes the operational definition and variable measurement.

Table 1
Variable Measurement Dimensions

e estimation model involves the following equations:

1.Business relationship satisfaction = a11 + b11 Influence strategy + e11
2.Trust in business partners = a21 + b22 Influence strategy + e23
3.Commitment to business relationship = a31 + b32 Influence strategy + e33
4.Trust in business partners = a41 + b42 Business relationship satisfaction + e43
5.Commitment to business relationship = a51 + b52 Business relationship satisfaction + e53
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6.Loyalty in business partners = a61 + b62 Trust in business partners + b63 Business
relationship satisfaction + b64 Commitment to business relationship + e65

7.Business performance = = a71 + b72 Trust in business partners + b73 Business
relationship satisfaction + b74 Commitment to business relationship + e75

ese equations were simultaneously estimated using path analysis.

4. Data Analysis and Discussion

4.1 Validity and Reliability Testing

Table 2 illustrates the validity testing result using Confirmatory Factor
Analysis (CFA). e study adopted Hair et al. (2010) criteria of validity,
where the construct indicator is valid when the correlation coefficient
exceeds 0.5. Subsequently, Cronbach’s Alpha was used to assess the
constructs’ reliability. e constructs are considered reliable with a
minimum value of 0.6 (Neuman, 2000).
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Table 2
e Result of Validity Testing of the Study Instrument
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e validity test results showed that trust in business partners has factor
loading less than 0.5, namely “Our suppliers are honest.” Nevertheless,
this question was not omitted because a factor loading of 0.472 is
still acceptable (Nunnally, 1978). It is essential to inform the business
partner’s honesty, establishing trust.

Table 3 presents the reliability test results using Cronbach’s Alpha.
According to Hair et al. (2010), the minimum value for Cronbach’s
Alpha is 0.6, meaning that the construct with a coefficient less than 0.6
has low reliability.

e reliability test showed that the study instrument has a low
Cronbach’s Alpha coefficient. e value of loyalty to business partners,
commitment to business relationships, and trust in business partners
slightly exceeds the minimum criterion of 0.6.

Table 3
e Results of Reliability Testing

4.2 Hypothesis Testing

Hypotheses were tested using path analysis on the relationship between
constructs that simultaneously examine two mediating variables of
commitment to business relationships and trust in business partners.
However, the analysis focused on the relationship between constructs
to explain strategic partnerships between SME retailers and large
enterprises. Figure 2 shows a strategic partnership model between SME
retailers and large enterprises.
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Figure 2
Empirical Model of SME Retailers’ Strategic Partnership

Figure 2 shows the empirical model of a strategic partnership with
each regression coefficient. Table 4 summarizes the path analysis with the
critical ratio of each regression coefficient.
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Table 4
e Path Analysis Results
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Table 5
e Goodness of Fit of SME Strategic Partnership Model

Table 4 illustrates the relationship between constructs in the
SME retailers–large enterprises partnership model. e path analysis
showed that the influence strategy implemented by large enterprises
toward SME retailers positively and significantly affects business
relationship satisfaction, trust in business partners, and commitment to
business relationships. is is indicated by the critical ratio values of
6.918, 2.844, and 9.328, respectively. Meanwhile, business relationship
satisfaction positively and significantly affects trust in a business
partner, commitment to business relationship, and retailer’s business
performance. It is indicated by the critical ratio values of 7.181, 5.741, and
3.602, respectively. is implies that customer satisfaction mediates the
effect of influence strategy on trust in a business partner, commitment to
business relationships, and business performance. Business relationship
satisfaction insignificantly affects loyalty to business partners (CR =
1.574). is means that business relationship satisfaction does not
mediate the effect of influence strategy on loyalty to a business partner.

Trust in business partners positively and significantly affects loyalty
to business partners and business performance, as indicated by the
critical ratio values of 3.615 and 4.114, respectively. erefore, trust in
business partners mediates the effect of influence strategy and business
relationship satisfaction on loyalty to business partners and business
performance.

Commitment to business relationships positively and significantly
affects loyalty to business partners and business performance, as shown by
the critical ratio values of 6.521 and 3.749, respectively. is means that
commitment to business relationships mediates the effect of influence
strategy and business relationship satisfaction on loyalty to business
partners and business performance.

e goodness of fit showed that the study model fits the data well.
From the six criteria for the goodness of fit, only the adjusted goodness
of fit index/AGFI is moderate, while the other five were good. is
means the model is a good-fitting model theoretically and empirically. e
model was devised based on the conceptual framework of relationship
marketing. Moreover, the relationship marketing model constructs
include satisfaction, commitment, and trust. In this case, commitment
and trust are the key mediating variables in relationship marketing.
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4.3 Discussion

is study corroborates the relationship marketing model developed by
Morgan and Hunt (1994) that commitment and trust mediate between
influence strategy and business performance. Morgan and Hunt (1994)
tested this model on the business channels of the automotive industry
in the US and found similar results to this study. Regarding the use
of influence strategy in business relationships between enterprises, this
study showed different results from Morgan and Hunt (1994). According
to Morgan and Hunt (1994), the influence strategy of enterprises with
greater power negatively impacts their partners’ business performance.
is study found that large enterprises with greater power positively
impact the business performance of SME partners. Maloni and Benton
(2000) found that power is the core of influence strategy that positively or
negatively affects a business partnership. An example of an adverse effect
is exploitation, while constructive influence strategy leads to strategic
business partnerships (Nyaga et al., 2013). Large enterprises practice
influence strategy by offering discounts to SME retailers that sell products
beyond sales targets.

Satisfaction in a business partnership is crucial in sustaining the
partnership quality. Regarding the business relationship between SME
retailers and large suppliers, satisfaction involves the policies related
to products and prices. ese policies include discounts for a specific
amount of purchase, priority for specific products, and a goods return
policy. Terawatanavong et al. (2007) reaffirmed that business partnership
satisfaction is a strategic element in the sustainability of a long-term and
profitable business relationship.

is study found that trust in business partners and commitment to a
business relationship are the key mediating variables (KMV) that relate to
the influence of strategy and business performance. e finding supports
Morgan and Hunt (1994) preliminary study on relationship marketing
in a business-to-business setting. Moreover, this study found that SME
retailers tend to trust large businesses or suppliers as their business
partners. ey perceive that large suppliers greatly notice their interests
because they spearhead the distribution process to the final customers.
Moreover, SME retailers perceive that large suppliers determine their
business policies by considering their interests.

SME retailers have a continuance commitment or a long-term
attachment to a business relationship due to economic factors
(Ramaseshan et al., 2006). Regarding business partnerships between large
suppliers and SME retailers, the commitment to business relationships
occurs due to two factors. First, the large suppliers commit to the business
relationship due to reasonable costs for maintaining the relationship with
SME retailers. Second, SME retailers commit to the business relationship
because it is costly to switch business partners.

e loyalty to a business partner in a strategic partnership involves the
SME retailers’ willingness to repurchase from large suppliers. Customer
behavior in B2B relates to the volume and purchase frequency instead
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of reference (Spekman & Carraway, 2006). Traditional retailers are
relatively loyal to their suppliers since they have a positive perception
toward them. is positivity results from trust in business partners and
commitment to a strategic partnership.

e influence strategy used by large suppliers toward SME retailers
positively affects business relationship satisfaction, trust in a business
partner, and commitment to business relationships. e SME retailers’
commitment to business relationships and trust in business partners
improve business performance. Retailers claim to obtain higher sales,
company growth, and profits due to strategic partnerships with large
suppliers. is finding supports Haque and Rana (2019) on business
performance improvement due to strategic partnership.

5. Conclusion

e analysis showed that a strategic partnership improves SME retailers’
business performance. is study also found that the influence strategy
used by large suppliers positively affects the SME retailer’s business
relationship satisfaction, commitment to business relationships, and trust
in business partners. Large suppliers constantly encourage SME retailers
to improve performance by providing incentives, discounts, bonuses, and
excellent services. Furthermore, they benefit from the performance of
SME retailers. Large enterprises with many SME retailers also experience
business growth in sales, market share, profits, and company size.

is study only examined SME retailers’ perceptions and not the
perceptions of both parties. In relationship marketing studies, this is
known as the non-dyadic approach. erefore, the influence strategy
was examined based on the perception of one party. e strategy was
generalized instead of being classified as coercive and non-coercive.
Classification is essential to identify the strategy employed by the involved
parties in a business relationship.

is study is expected to contribute to developing B2B relationship
marketing. It verified that influence strategy emerges due to power
asymmetry in capital, technology, organizational management and
human resources, and positively impacts SME partners. However, the
power asymmetry between large enterprises and SMEs in strategic
partnerships benefits both parties.

Large enterprises and SMEs should optimize and make their business
relationships more strategic. Both parties must maintain trust in business
partners and commitment to business relationships. In devising business
strategies, they must recognize the interest of business partners and realize
that it should be a long-term partnership.

is study is also expected to contribute to the policy-making on
SME development. It emphasized the advantages of strategic partnerships
between large enterprises and SMEs. Large enterprises have the capacity
to support and encourage SMEs to improve their business performance
through a mutually beneficial strategic partnership.
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