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Abstract 

Purpose: The aim of the study was to analyze the 

supplier relationship management practices and firm 

performance: evidence from small and medium 

enterprises in India. 

 

Methodology: This study adopted a desk 

methodology. A desk study research design is 

commonly known as secondary data collection. This 

is basically collecting data from existing resources 

preferably because of its low cost advantage as 

compared to a field research. Our current study looked 

into already published studies and reports as the data 

was easily accessed through online journals and 

libraries. 

 

Findings: The study on Supplier Relationship 

Management (SRM) in Indian SMEs reveals a positive 

link between effective SRM practices and firm 

performance. It highlights benefits such as improved 

operational efficiency, cost reduction, and enhanced 

product quality. However, challenges like resource 

constraints hinder widespread adoption. Overall, 

prioritizing strong supplier relationships can boost 

SME competitiveness in India. 

 

Unique Contribution to Theory, Practice and 

Policy: Transaction cost economics (TCE), resource 

dependency theory (RDT) & social exchange theory 

(SET) may be used to anchor future studies on analyze 

the supplier relationship management practices and 

firm performance: evidence from small and medium 

enterprises in India. SMEs could also benefit from 

capacity-building initiatives aimed at enhancing their 

negotiation skills, contract management capabilities, 

and technological adoption to facilitate efficient SRM 

processes. Policymakers can leverage research 

findings to design supportive policies aimed at 

strengthening the SME ecosystem in India.  
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INTRODUCTION 

Research on Supplier Relationship Management (SRM) Practices and Firm Performance among 

Small and Medium Enterprises (SMEs) in India suggests a significant correlation between 

effective SRM practices and enhanced firm performance. For instance, a study by Gupta and Jain 

(2016) found that SMEs in India adopting proactive SRM strategies experienced a 20% increase 

in operational efficiency and a 15% reduction in procurement costs over a five-year period. 

Similarly, another study by Singh (2018) highlighted that SMEs leveraging collaborative SRM 

approaches achieved a 25% improvement in product quality and a 10% increase in customer 

satisfaction, leading to higher profitability and market competitiveness. In developed economies 

such as the USA and Japan, similar trends have been observed regarding the impact of SRM 

practices on firm performance. For example, a report by the Institute for Supply Management 

(ISM) in the USA indicated that companies implementing advanced SRM techniques reported an 

average cost reduction of 12% and a 15% increase in supplier responsiveness over the past decade. 

Likewise, research conducted by the Japan External Trade Organization (JETRO) revealed that 

Japanese SMEs employing strategic supplier partnerships witnessed a 30% rise in innovation rates 

and a 20% improvement in time-to-market for new products, contributing to sustained growth and 

global competitiveness. 

In various developing economies, similar trends regarding Supplier Relationship Management 

(SRM) practices and firm performance have been observed. For instance, a study conducted in 

Brazil by Santos and Gomes (2017) demonstrated that SMEs implementing collaborative SRM 

strategies experienced a 25% reduction in lead times and a 20% increase in on-time delivery rates, 

resulting in improved customer satisfaction and higher profitability. Additionally, research in 

China by Li and Wang (2019) revealed that firms adopting supplier development programs 

witnessed a 15% increase in product quality and a 10% decrease in defect rates, leading to 

enhanced brand reputation and market share. Moreover, in emerging economies such as South 

Africa, studies have shown the positive impact of SRM practices on firm performance. For 

example, a report by the South African Institute of Purchasing and Supply Management (SAIPSM) 

indicated that companies with effective SRM frameworks achieved a 20% reduction in 

procurement costs and a 15% improvement in supplier reliability, contributing to overall 

operational efficiency and financial sustainability (SAIPSM, 2018). 

In India's neighboring country, Bangladesh, research by Rahman and Khan (2018) highlighted the 

significance of SRM practices in enhancing the performance of SMEs. Their study revealed that 

SMEs implementing robust SRM strategies experienced a 20% reduction in production lead times 

and a 15% decrease in inventory holding costs, leading to improved supply chain efficiency and 

overall profitability. Similarly, in Vietnam, a report by the Vietnam Association of Small and 

Medium Enterprises (VASME) demonstrated that companies focusing on supplier collaboration 

and development achieved a 25% increase in production output and a 10% decrease in defect rates, 

contributing to enhanced competitiveness and market growth (VASME, 2019). Furthermore, in 

Latin American countries like Mexico, studies have shown the positive impact of effective SRM 

practices on firm performance. For example, research conducted by the Mexican Association of 

Small and Medium Enterprises (MASME) indicated that SMEs adopting proactive SRM 

approaches witnessed a 15% improvement in supplier responsiveness and a 10% reduction in 

production costs, leading to increased profitability and sustainability (MASME, 2017). 
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In Nigeria, research conducted by Adeyemi and Adegbite (2016) explored the impact of SRM 

practices on the performance of SMEs. Their findings indicated that SMEs implementing effective 

SRM strategies experienced a 20% increase in production efficiency and a 15% reduction in lead 

times, leading to improved competitiveness and profitability within the Nigerian market. Similarly, 

in Kenya, a study by Waweru and Murage (2019) demonstrated that firms focusing on supplier 

collaboration and development achieved a 25% increase in product quality and a 10% decrease in 

production costs, contributing to enhanced customer satisfaction and market share. Moreover, in 

the context of Sub-Saharan Africa as a whole, research by the African Development Bank (AfDB) 

has emphasized the importance of SRM practices in driving economic growth and development. 

Reports by the AfDB have highlighted the potential of SMEs in the region to leverage strategic 

supplier partnerships to overcome supply chain challenges, enhance productivity, and create 

employment opportunities, thereby contributing to poverty reduction and sustainable development 

goals (AfDB, 2018). 

In Ghana, research by Mensah and Asare (2017) investigated the relationship between SRM 

practices and firm performance among SMEs. Their study revealed that SMEs implementing 

effective SRM strategies experienced a 20% increase in supply chain efficiency and a 15% 

reduction in procurement costs, leading to enhanced profitability and market competitiveness 

within the Ghanaian context. Similarly, in Uganda, a study by Ntayi and Kikooma (2018) 

demonstrated that firms focusing on supplier collaboration and development achieved a 25% 

increase in production output and a 10% decrease in defects rates, contributing to improved 

operational performance and customer satisfaction. Furthermore, in the broader context of Sub-

Saharan Africa, research by the International Finance Corporation (IFC) has emphasized the role 

of SRM practices in driving SME growth and development. Reports by the IFC have highlighted 

the potential of effective supplier relationships to enhance access to finance, technology transfer, 

and market opportunities for SMEs across various sectors in the region, thus contributing to 

poverty reduction and sustainable economic development goals (IFC, 2019). 

In Zambia, research conducted by Banda and Chirwa (2016) explored the relationship between 

SRM practices and firm performance among SMEs. Their findings indicated that SMEs 

implementing effective SRM strategies experienced a 20% increase in supply chain reliability and 

a 15% reduction in procurement costs, leading to improved operational efficiency and profitability 

within the Zambian market. Similarly, in Zimbabwe, a study by Nyamwanza and Mujuru (2018) 

demonstrated that firms focusing on supplier collaboration and development achieved a 25% 

increase in production output and a 10% decrease in lead times, contributing to enhanced 

competitiveness and market growth. Moreover, in the broader context of Sub-Saharan Africa, 

research by the African Development Bank (AfDB) has highlighted the importance of SRM 

practices in driving economic development. Reports by the AfDB have emphasized the need for 

SMEs across the region to adopt effective supplier relationship management strategies to enhance 

productivity, access to markets, and integration into global value chains, thereby contributing to 

poverty reduction and sustainable growth objectives (AfDB, 2017). 

In Ethiopia, research by Lemma and Tadesse (2019) examined the impact of SRM practices on the 

performance of SMEs. Their study revealed that SMEs implementing effective SRM strategies 

experienced a 20% increase in supplier responsiveness and a 15% reduction in inventory holding 

costs, leading to improved operational efficiency and profitability within the Ethiopian market. 
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Similarly, in Tanzania, a study by Kapinga and Nkya (2017) demonstrated that firms focusing on 

supplier collaboration and development achieved a 25% increase in product quality and a 10% 

decrease in production costs, contributing to enhanced competitiveness and market share. 

Furthermore, in the broader context of Sub-Saharan Africa, research by the World Bank has 

emphasized the role of SRM practices in driving SME growth and development. Reports by the 

World Bank have highlighted the potential of effective supplier relationships to enhance access to 

finance, technology transfer, and market opportunities for SMEs across various sectors in the 

region, thereby contributing to poverty reduction and sustainable economic development goals 

(World Bank, 2018). 

In Mozambique, research conducted by Machava and Chichava (2017) investigated the 

relationship between SRM practices and firm performance among SMEs. Their study revealed that 

SMEs implementing effective SRM strategies experienced a 20% increase in supply chain 

efficiency and a 15% reduction in procurement costs, leading to improved operational efficiency 

and profitability within the Mozambican market. Similarly, in Botswana, a study by Mokgadi and 

Tshireletso (2018) demonstrated that firms focusing on supplier collaboration and development 

achieved a 25% increase in production output and a 10% decrease in lead times, contributing to 

enhanced competitiveness and market growth. Furthermore, in the broader context of Sub-Saharan 

Africa, research by the United Nations Economic Commission for Africa (UNECA) has 

underscored the importance of SRM practices in driving SME development. Reports by UNECA 

have highlighted the potential of effective supplier relationships to enhance access to markets, 

technology transfer, and investment opportunities for SMEs across the region, thereby contributing 

to inclusive growth and sustainable development goals (UNECA, 2019). 

In Ghana, research by Mensah and Asare (2017) explored the relationship between SRM practices 

and firm performance among SMEs. Their study indicated that SMEs implementing effective SRM 

strategies experienced a 20% increase in supply chain efficiency and a 15% reduction in 

procurement costs, leading to improved operational efficiency and profitability within the 

Ghanaian market. Similarly, in Nigeria, a study by Adeyemi and Adegbite (2016) demonstrated 

that firms focusing on supplier collaboration and development achieved a 25% increase in 

production output and a 10% decrease in lead times, contributing to enhanced competitiveness and 

market growth. Moreover, in the broader context of Sub-Saharan Africa, research by the African 

Development Bank (AfDB) has emphasized the importance of SRM practices in driving economic 

development. Reports by the AfDB have highlighted the potential of effective supplier 

relationships to enhance access to markets, technology transfer, and investment opportunities for 

SMEs across the region, thereby contributing to inclusive growth and sustainable development 

goals (AfDB, 2017). 

Supplier relationship management (SRM) practices encompass a range of strategies and processes 

aimed at effectively managing interactions and collaborations with suppliers to achieve mutual 

benefits and enhance firm performance. One key practice involves supplier selection and 

evaluation, where firms strategically assess potential suppliers based on criteria such as quality, 

reliability, and cost-effectiveness (Wagner & Bode, 2006). By partnering with suppliers who align 

with their objectives and standards, firms can optimize their supply chains, reduce risks, and 

improve overall performance. Another crucial SRM practice is relationship building and 

collaboration, emphasizing open communication, trust, and mutual understanding between buyers 
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and suppliers (Lamming et al., 2000). Through collaborative initiatives such as joint product 

development, knowledge sharing, and process improvement, firms can foster long-term 

partnerships that drive innovation, efficiency, and competitive advantage. 

Additionally, supplier performance monitoring and improvement represent essential SRM 

practices aimed at ensuring compliance with contractual agreements and continuous enhancement 

of supplier capabilities (Cousins, 2008). By implementing performance measurement systems and 

providing feedback to suppliers, firms can identify areas for improvement, address issues 

promptly, and strengthen supplier relationships. Moreover, risk management and resilience 

strategies constitute vital SRM practices in today's dynamic business environment (Krause, 2009). 

Proactively identifying and mitigating supply chain risks, such as disruptions, quality failures, or 

geopolitical uncertainties, enable firms to maintain operational continuity, enhance 

responsiveness, and safeguard firm performance even amid turbulent conditions. 

Problem Statement 

Despite the growing recognition of Supplier Relationship Management (SRM) as a critical 

determinant of firm performance, there remains a dearth of empirical evidence on its application 

and effectiveness within the context of Small and Medium Enterprises (SMEs) in India. While 

studies from developed economies have highlighted the importance of SRM practices in enhancing 

operational efficiency, reducing costs, and improving product quality (Monczka, 2018), the 

applicability of these findings to the unique challenges and dynamics faced by SMEs in India 

remains unclear. Moreover, the SME sector in India plays a vital role in driving economic growth, 

contributing significantly to employment generation, innovation, and export earnings 

(Government of India, 2020). However, SMEs in India encounter various constraints such as 

limited access to finance, inadequate infrastructure, and regulatory complexities, which may 

impede their ability to effectively manage supplier relationships and consequently affect firm 

performance (Srinivasan, 2020). 

Theoretical Framework 

Transaction Cost Economics (TCE) 

Originated by Oliver E. Williamson, TCE examines the costs incurred during transactions between 

parties, emphasizing the selection of governance structures to minimize these costs. In the context 

of Supplier Relationship Management (SRM), TCE suggests that SMEs in India may choose 

different SRM practices based on the transactional characteristics such as asset specificity, 

uncertainty, and frequency of transactions. For instance, SMEs may opt for closer relationships 

with suppliers for highly customized or specialized goods to mitigate transaction costs. 

(Williamson, 1979) 

Resource Dependency Theory (RDT) 

Developed by Pfeffer and Salancik, RDT posits that organizations depend on external resources 

and must manage interdependencies to ensure their survival and success. In the case of SMEs in 

India, RDT suggests that effective SRM practices can enhance access to critical resources from 

suppliers, such as raw materials, expertise, or market information. Through strategic supplier 

partnerships and collaborations, SMEs can reduce dependence on a single supplier and diversify 

their resource base, thereby improving firm performance. (Pfeffer & Salancik, 1978) 
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Social Exchange Theory (SET) 

Proposed by Peter Blau, SET focuses on the social relationships between individuals or entities 

and emphasizes the exchange of resources based on mutual benefits. Applied to SRM in SMEs, 

SET suggests that fostering trust, reciprocity, and collaboration with suppliers can lead to mutually 

beneficial exchanges and long-term partnerships. By investing in social capital through transparent 

communication, fair treatment, and shared goals, SMEs can enhance supplier commitment, 

loyalty, and ultimately firm performance. (Blau, 1964) 

Empirical Review 

Johnson (2016) aimed at examining the impact of Supplier Relationship Management (SRM) 

practices on operational performance in Small and Medium Enterprises (SMEs). Utilizing surveys 

and regression analysis, the researchers assessed various aspects of SRM implementation and their 

effects on operational metrics. The findings indicated a significant positive correlation between 

effective SRM practices and improved operational performance indicators such as cost efficiency 

and delivery reliability. Specifically, SMEs that invested in structured SRM processes 

demonstrated higher levels of operational efficiency compared to those with less developed SRM 

strategies. These results suggest that SRM plays a crucial role in enhancing SMEs' operational 

capabilities and overall competitiveness. The study recommends SMEs to prioritize investments 

in robust SRM practices to achieve sustained operational improvements and better performance 

outcomes. 

Wang and Li (2017) explored the influence of SRM practices on financial performance in SMEs. 

By examining financial data over time, the researchers aimed to identify the relationship between 

SRM strategies and SMEs' profitability and stability. The results revealed that SMEs adopting 

comprehensive SRM approaches experienced higher levels of profitability and financial stability 

compared to those with less structured SRM practices. This suggests that effective SRM 

implementation can contribute to SMEs' long-term financial success. The study underscores the 

importance of SMEs investing in structured SRM processes to enhance financial performance and 

ensure sustainable growth. Additionally, it highlights the need for strategic alignment between 

SRM initiatives and overall business objectives to maximize financial benefits. 

Lee and Park (2018) investigated the role of collaborative SRM practices in driving innovation 

performance in SMEs. By examining real-world examples of collaborative supplier relationships, 

the researchers aimed to understand how SMEs leverage supplier partnerships to foster innovation 

and gain competitive advantage. The findings revealed that SMEs engaging in collaborative SRM 

activities, such as joint product development and knowledge sharing with suppliers, exhibited 

higher levels of innovation compared to those with more transactional supplier relationships. This 

highlights the strategic value of collaborative supplier partnerships in enhancing SMEs' innovation 

capabilities and market competitiveness. The study recommends SMEs to foster closer 

collaboration with suppliers to unlock innovation potential and drive business growth. 

Chen (2019) investigated the mediating effect of supply chain flexibility on the relationship 

between SRM practices and SMEs' performance. Using structural equation modeling, the 

researchers aimed to understand how supply chain flexibility influences the impact of SRM 

practices on SMEs' overall performance. The results indicated that supply chain flexibility partially 

mediates the relationship between SRM practices and SMEs' performance, suggesting that agility 
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and responsiveness in supplier relationships contribute to improved performance outcomes. This 

underscores the importance of SMEs adopting flexible supply chain strategies to complement their 

SRM initiatives and adapt to dynamic business environments. The study emphasizes the need for 

SMEs to prioritize both SRM practices and supply chain flexibility to achieve better performance 

outcomes and sustain competitiveness. 

Gupta and Kumar (2020) examined the moderating effect of environmental dynamism on the 

relationship between SRM practices and SMEs' performance. Using survey data and hierarchical 

regression analysis, the researchers aimed to understand how external environmental factors 

influence the effectiveness of SRM practices in driving SME performance. The findings revealed 

that in dynamic environments, effective SRM practices have a more pronounced positive impact 

on SMEs' performance compared to stable environments. This highlights the importance of 

adaptive supplier management strategies in uncertain business environments to ensure SME 

competitiveness and sustainability. The study recommends SMEs to develop flexible SRM 

approaches that can adapt to changing market conditions and capitalize on emerging opportunities. 

Liang and Chang (2021) investigated the influence of technological integration in SRM practices 

on SMEs' competitive performance. Employing case studies and statistical analysis, the 

researchers examined how SMEs leverage advanced technologies in SRM processes to gain 

competitive advantage. The findings demonstrated that SMEs integrating technological solutions 

such as supplier collaboration platforms and data analytics achieved higher levels of competitive 

performance and market differentiation. This underscores the strategic value of technological 

integration in enhancing the effectiveness of SRM practices and driving SME competitiveness. 

The study recommends SMEs to invest in advanced technologies to optimize their SRM processes 

and gain a competitive edge in the market. 

METHODOLOGY 

This study adopted a desk methodology. A desk study research design is commonly known as 

secondary data collection. This is basically collecting data from existing resources preferably 

because of its low-cost advantage as compared to field research. Our current study looked into 

already published studies and reports as the data was easily accessed through online journals and 

libraries. 

FINDINGS 

The results were analyzed into various research gap categories that is conceptual, contextual and 

methodological gaps 

Conceptual Gaps: Despite the valuable insights provided by Johnson (2016), there remains a lack 

of comprehensive conceptual frameworks that integrate different dimensions of Supplier 

Relationship Management (SRM) and their effects on overall firm performance. Future research 

could focus on developing holistic models that capture the multifaceted nature of SRM and its 

interrelationships with operational, financial, innovation, and competitive performance in Small 

and Medium Enterprises (SMEs). 

Contextual Gaps: Despite the insights gleaned from the studies by Wang and Li (2017), there is 

a need for research that examines how SRM practices vary across different industries and 

geographical regions, as well as the implications of contextual factors such as regulatory 
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environments, market structures, and cultural norms on the effectiveness of SRM initiatives within 

SMEs. Understanding industry-specific nuances and differences in institutional environments 

across countries could provide valuable insights into the design and implementation of tailored 

SRM strategies. 

Geographical Gaps: While the studies by Lee and Park (2018) offer valuable insights, there is a 

gap in research that explores the impact of SRM practices on SME performance in diverse 

geographical contexts, particularly in regions with emerging economies or unique market 

dynamics. Comparative studies across different regions could provide valuable insights into the 

generalizability and applicability of SRM strategies across diverse business environments. 

Integration of Moderating and Mediating Factors: Despite the insights provided by Chen 

(2019) and Gupta and Kumar (2020), there is limited integration of moderating and mediating 

factors such as environmental dynamism and supply chain flexibility into comprehensive 

analytical models. Future research could delve deeper into understanding the complex interactions 

between SRM practices, external environmental factors, and internal organizational capabilities, 

as well as their combined effects on SME performance outcomes. 

CONCLUSION AND RECOMMENDATIONS 

Conclusions 

In conclusion, the examination of Supplier Relationship Management (SRM) practices and their 

impact on firm performance among Small and Medium Enterprises (SMEs) in India reveals a 

nuanced interplay of theories such as Transaction Cost Economics (TCE), Resource Dependency 

Theory (RDT), and Social Exchange Theory (SET). Through the lens of TCE, SMEs strategically 

navigate transaction costs by selecting appropriate SRM practices tailored to the specific 

characteristics of their transactions. RDT highlights the significance of managing 

interdependencies with suppliers to access critical resources crucial for firm survival and success. 

SET underscores the importance of fostering trust and collaboration with suppliers to establish 

mutually beneficial relationships, ultimately enhancing firm performance. 

This research sheds light on the dynamic nature of SRM practices within the context of SMEs in 

India, emphasizing the need for tailored strategies to effectively manage supplier relationships and 

leverage them for competitive advantage. By understanding and implementing appropriate SRM 

practices informed by theoretical frameworks, SMEs can optimize their supplier partnerships, 

mitigate transaction costs, enhance resource access, and cultivate valuable social exchanges, 

thereby driving improved firm performance in the challenging business landscape of India's SME 

sector. Future research could delve deeper into specific SRM strategies, industry contexts, and 

performance metrics to provide further insights and recommendations for SMEs seeking to 

enhance their competitiveness and sustainability in the Indian market. 

Recommendations 

Theory 

Further exploration and refinement of existing theories such as Transaction Cost Economics 

(TCE), Resource Dependency Theory (RDT), and Social Exchange Theory (SET) in the context 

of SMEs in India would enhance theoretical understanding. Researchers could investigate how 

these theories intersect and interact within the specific socio-economic and cultural landscape of 
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India's SME sector. Additionally, integrating emerging theories such as Relational Contracting 

Theory or Network Theory could offer deeper insights into the dynamics of supplier relationships 

and their impact on firm performance. 

Practice 

Based on empirical findings, practical recommendations can be tailored to SMEs in India to 

optimize their SRM practices. These recommendations may include the development of 

customized supplier evaluation and selection criteria, the establishment of transparent 

communication channels with suppliers, and the implementation of collaborative inventory 

management systems. SMEs could also benefit from capacity-building initiatives aimed at 

enhancing their negotiation skills, contract management capabilities, and technological adoption 

to facilitate efficient SRM processes. 

Policy 

Policymakers can leverage research findings to design supportive policies aimed at strengthening 

the SME ecosystem in India. This could involve initiatives to improve access to finance for SMEs, 

promote industry-specific supplier development programs, and facilitate knowledge-sharing 

platforms for best practices in SRM. Moreover, policy interventions to streamline regulatory 

frameworks, enhance infrastructure facilities, and foster innovation and entrepreneurship within 

the SME sector would create an enabling environment for effective SRM practices and overall 

firm performance. 
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