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ARTICLE INFO ABSTRACT
Article history: This study focuses on the impact of the cultural dimension of individualism, face-to-face
Received 21 September 2010 communication and the effect of relational norms such as supplier involvement and trust
Received in revised form 15 July 2011 on the market performance of buyer firms. We use the culture literature and social
Accepted 5 September 2011 exchange theory to test hypotheses using a sample of Brazilian and US manufacturing
firms. The data were analyzed using variance-based structural equation modeling,
Keywords: employing nonlinear partial least squares regression. Our findings indicate that
Brazil individualism is negatively related to the involvement of suppliers in the production
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process but is not associated with trust in suppliers. In addition face-to-face
communication seems to have a positive effect on supplier involvement and trust.
© 2011 Elsevier Ltd. All rights reserved.

1. Introduction

“Culture and communication are so intricately intertwined that they are, essentially synonymous” Helen Deresky,
2008, p. 126

Many global manufacturing firms form contractual or equity relationships with suppliers who might be geographically
and culturally distant. Cultural issues thus predominate in all aspects of cross-cultural management including buyer-
supplier relationships. However, cultural comparisons have not been sufficiently dealt with by past studies in the
international business literature in the context of such global, dyadic interactions (Cannon, Doney, Mullen, & Petersen, 2010).
What has been even less observed in this research stream is the role of communication, mainly face-to-face communication
in strengthening the nature of such exchanges with performance being the eventual goal.

In our comparative analytical model in this study, we include the cultural dimension of individualism, face-to-face
communication, supplier involvement and trust and examine their influence on a buyer firm’'s performance. The
investigation is viewed from a buyer firm’s perspective in that we analyze whether individualistic buyers and those that
engage in a higher degree of face-to-face communication are able to involve suppliers, develop trust in them, and how this
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integration of suppliers in the production process might affect the market performance of the buyer firm. Since the relational
norms of involvement and trust are determined endogenously, we include all our variables in a single structural equation
model and compare the cultural orientations of buyer firms from Brazil and the United States.

Our study makes the following contribution. First, we add to the body of literature by linking these social constructs to
economic incidents (Luo, 2007; Uzzi, 1997). The novelty of our paper however lies in its focus on face-to-face communication
which has been incorporated into our theoretical model. This variable has been largely ignored as an enhancer of
relationships. Face to face communication might add somewhat to the firm’s financial expenses but might reduce the costs of
knowledge or resource transfer or trust building or eliciting contribution from suppliers that ultimately positively settles on
the bottom line. Neither has this construct of communication been adequately examined in this buyer-supplier context nor
has its contribution to the trust-building process been verified (Dyer & Chu, 2000). Our goal is also to note this role in dyadic
associations. Third, there are several studies cited at various junctures in this paper that focus on the antecedents of trust and
its effect on performance. However, few studies which included international dyadic relationships did not explicitly explore
how cultural elements might play a role in trust (Dyer & Chu, 2000; Liu, Luo, & Liu, 2009). For example, although Krishnan,
Martin, and Noorderhaven (2006) examined the trust-performance relationship in international alliances, they included
cultural distance only as a control variable in their model but did not investigate how the cultural orientation of the partners
would influence trust or performance. We fill this gap through a cross-culture comparison of buyer firms from Brazil and the
United States. Fourth, we weigh in on relative market performance as the dependent variable as compared with relationship
performance which has been a common dependent construct in prior research. Furthermore, we explicitly and directly
assess the relationship aspect of buyer-supplier links and thus our findings contain managerial implications as pointed out
in the discussion section. Clearly, for global managers, understanding how successful management of the relationship with
suppliers will impact their market performance as compared to that of rival firms is much more meaningful from a
profitability perspective than simply knowing that their relationship with suppliers is superior without having quantifiable
measures as in previous studies which are reviewed in the following sections. Finally, on the methodological front, we use a
structural equation method that captures the entire relationship along with mediators in a single model of individualism-
supplier relations-performance.

The paper is organized as follows. The next section describes our conceptual model and literature. We then develop
hypotheses relating individualism to supplier relationship characteristics. This section is followed by research methods,
results and then the conclusion.

2. Individualistic traits of culture and social exchange theory

Economic, interorganizational exchange relations between buyers-suppliers are also embedded in social exchanges
(Blau, 1964; Granovetter, 1985; Poppo & Zenger, 2002; Uzzi, 1997). Social exchange theories have previously been applied to
understand opportunism and survival in international joint ventures (Luo, 2007; Steensma & Lyles, 2000), relational
governance supported by trust (Poppo & Zenger, 2002) and other trust mechanisms (Nooteboom, Berger, & Noorderhaven,
1997; Uzzi, 1997) and to a small extent in the execution of purely production-based, cross-cultural economic transactions
such as buyer-supplier relationships that might be improved or exacerbated by social exchanges (Liu, Luo, & Liu, 2008).
Based on this support, we broadly integrate social exchange theory with the culture literature to develop a model of buyer—
supplier relational norms and performance. Below we describe the main constructs in our model and explain the rationale
for including them therein.

Culture is a ‘social’ construct as it pertains to shared values, beliefs, mores and norms by people in society. Probably the
most widely used cultural framework is that presented by Hofstede (1980) which identified four dimensions of culture, i.e.
uncertainty avoidance, power distance, masculinity—-femininity and individualism-collectivism. In spite of its limitations,
this model has stood the test of time and has been predicted to continue to provide insights on cross-cultural management in
the foreseeable future (Triandis, 1982). As Taras, Kirkman, and Steel (2010, p. 406) state, ‘(v)irtually all later models of culture
include Hofstede’s dimensions and have conformed to his approach’. They contend that the findings of those models are also
consistent with other studies on culture. Therefore, we believe that the use of Hofstede’s cultural dimensions in the present
one sufficiently serves its purpose.

Buyer-supplier relationships in global industries are commonly characterized as markets rather than hierarchies. Therefore,
the dimensions of masculinity-femininity which describes role definitions of group members or power distance that explains
different qualities of equality between any two positions in society or economy do not apply in market interactions based on an
economic perspective in this particular context. Uncertainty avoidance or the tolerance for ambiguity might influence the
boundaries and accommodation of risk in the arrangement between any two parties. Therefore it might not be directly
applicable to the ongoing working relationship. Hofstede also included two additional dimensions of culture some years after
his first study was released; long-term orientedness and indulgence versus restraint. Long term orientation is specifically
applicable to Asian cultures that rank high on this scoring system. Indulgence reflects societal preference for easy satisfaction
and gratification of needs (Hofstede, Hofstede, & Minkov, 2010). Hence, neither of these values is applicable to the issue in our
study. Individualism is also the cultural variable that has the closest correlation with economic constructs such as national
wealth (Hofstede, Hofstede, & Minkov, 2010). We consider this construct to be to be the most relevant to the relationships
between global firms and their suppliers. This stance is similar to that of previous studies which isolated this dimension in
their analyses (Oyserman, Coon, & Kemmelmeier, 2002). Hence, we include individualism as the main construct in our study.
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