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Abstract:  

This empirical paper investigates the affiliation between business relationship, capability and firm 
effectiveness in the Nigeria manufacturing firms. This study aims at relating business relationships 
which provides a mutual forum for the interaction of the goals and the influences that affect the 
achievement of a desired objective by interacting with other firms in the industry and building 
relationship between employee and customer in other to serve them well with firms capabilities 
playing an important role in developing other firm capabilities for customer management, process 
management, and firm effectiveness. A survey research method was used to generate data from 
manufacturing firms in Nigeria. Responses from survey were statistically analyzed using descriptive 
statistics, product moment correlation, and regression analysis. The results of the study confirms a 
statistical significant relationship exist between business relationships, capability and firm 
effectiveness in Nigeria. This study suggest strategies that firms can adopt to manage customer 
relationships and business relationships shifting from crude methods to a more sophisticated 
portfolio characterized by a stronger presence of partnership and market relationships. 
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1.0 INTRODUCTION 

Supplier-Buyer-customer relationships have been extensively examined over the last decade (Dwyer, 
Schurr, & Ho, 1987; Dyer, 1997; Zhao & Cavusgil, 2006). Much has been learned about the benefits 
of developing collaborative relationships (Helper&Sako, 1995; Dyer &singh, 1998; Kobate, Martin 
& Domoto, 2003) and about the dynamics on inter-firm relationships embedded in business 
networks (Ford, Hakansson, &Johanson, 1986; Hakansson & Snehota, 1995). 

There can be few in the business community, either public or private sector, who would not 
recognize the importance of relationships in developing, marketing, performing and maintaining 
effective operations. It is the interaction between organizations that could creates the dynamics of 
business but most frequently this crucial ingredient for success is subjugated in favor of process on 
the assumption that individuals already carry the right genes for developing and sustaining good 
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relationships. The general exception to this premise is in the field of sales where considerable 
material has been developed that aims to focus on customer engagement. In Nigeria some 
organizations invest considerable effort towards customer satisfaction and retention. However, the 
main investments are targeted towards recognized approaches that are deemed to invoke a sale by 
creating a demand driven relationship and less frequently to towards understanding the customer 
needs. 
Despite significant progress in answering the question of how management capabilities contributes 
to firm effectiveness (Dedrick et al., 2003; Wade and Hulland 2004), at least three opportunities 
remain. First, the recent business value of management literature has highlighted the importance of 
management aspects of capability (Bhatt and Grover 2005; Cotteleer and Bendoly 2006; Kohli 2007; 
Kohli and Grover 2008; Marchand 2005; Marchand et al. 2000; Marchand et al. 2002; Mendelson 
and Pillai 1998).  
 
However, with some notable exceptions (Marchand et al., 2000), few studies have empirically 
examined the link between management capability and firm effectiveness. Second, the role and 
articulation of “the underlying mechanisms” through which management capabilities improve firm 
effectiveness remain unclear (Bharadwaj 2000, p. 188). Finally, from an empirical perspective, many 
of the prior studies linking and relating capabilities with firm effectiveness do not fully address the 
issues related to reactive measures and unobserved firm heterogeneity. 
 
Relationships are mechanisms through which firms over time combine their own resources with the 
resources of their counterparts (Mota & de Castro, 2005; Dyer & Singh, 1998), absorb new 
knowledge and develop new capabilities (Dyer & Hatch, 2006; Furlan, Grandinetti, & Camuffo, 
2007). Moreover, the development of new capabilities opens new routes for exploration patterns 
with customers thus affecting the composition of the relationship portfolio of the firm (Furlan, 
Grandinetti, &Camuffo, 2007). 
 
Though business organizations tend to produce the products needed by the consumers, and also have 
a great chance of having a competitive advantage over its competitors, yet organizations still need to 
establish cordial relationship between them and their customers and other stake others of the firms 
like debtors and creditor in other to attain effectiveness (Furlan, Grandinetti, & Camuffo, 2007). 
Moreover, some problems facing some organizations nowadays are on how firms align with their 
customer’s relationship with the firm capabilities. Most organizations lack the problem of relating 
with the society to get a feed back about the product with a view to enhancing the product 
performance and also creating a positive effect to the firm effectiveness. It is therefore against this 
background, that this paper examines business relationship, capability and firm effectiveness: A 
panacea for promoting customer relationship in the Nigeria manufacturing firms. This study started 
with the introduction of business relationship and capability relying on the works of past researchers. 
This was then followed by the literature review, research methodology, analyses of data and 
consequently the discussion/conclusion. 
 
2.0 Literature review 
2.1 Business Relationship 
 A business relationship provides a mutual forum for the interaction of the goals and the influences 
that affect the achievement of a desired objective. In a successful business relationship, the parties 
achieve their individual and shared goals and objectives through the successful planning, execution, 
and delivery of their respective responsibilities (Furlan et al., 2007). In Nigeria today some 
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organization failed due to the fact that they do not plan execute, and deliver goods services to their 
customers.  
 
Recent empirical research shows that functional capabilities drive towards evolution of SMEs. 
(Furlan et al., 2007), initially various firms are dependent upon few customers and work at their 
request. Then they develop design and marketing capabilities to explore new markets, proactively 
manage their customers and establish a variety of relationships with them (Dedrick et al., 2003). 
Design capabilities are the prerequisite to establishing more valuable and balanced relationship. 
 
No matter what industry you’re in, building business relationships helps you increase sales, develop 
innovative ideas and discover new ways to grow your company. It therefore shows a good 
interaction between the organization and its customer.: 
2.2.1 Tips used in Building business Relationship 
Some of the tips to build customer relationship as cited by RievaLesonsky (April 2011) includes: 

 Join the club. Industry trade associations, niche organizations such as groups for minority or 
women business owners, groups your key clients belong to and your local chamber of 
commerce are all great places to make new contacts. 

 Join the group. Know what you are hoping to achieve from a particular organization. Do 
you want to meet prospective clients, potential partners, job candidates, or suppliers? Setting 
goals will help you assess whether an organization is right for you.  

 Be prepared. In any situation where you’re meeting new people, bring an open mind and a 
friendly attitude. Also, bring business cards and be ready to describe what your business does 
in simple terms (“We help small businesses save money by preparing their taxes”). Greet 
everyone with a smile, eye contact and a handshake. 

 Follow up. When you meet someone, you’d like to get to know, follow up. Use social 
networking tools to link up on LinkedIn, become friends on Facebook or follow each other 
on Twitter, and you will also be exposed to the person’s network of contacts.  

 Take it offline. Connecting on social media is a good start, but to truly foster a business 
relationship, you need to spend time face-to-face. Suggest getting together for coffee or a 
meal to share more about your businesses and how you might work together.  

 Keep in touch. Business relationships are like flowers—without nurturing, they wither and 
die. Make it a point to regularly connect with your key relationships, whether it isretweeting 
their tweets, mailing a card or meeting for lunch.  

 Harness technology. Contact management software can help you track information about 
your contacts so you do not have to remember birthdays, children’s ages, or hobbies. The 
software does it for you and sets up reminders for actions like emailing or sending birthday 
cards.  

 Be patient. Business relationships take time to pay off. It may take years of talking and 
planning with someone before you actually end up working together or seeing any results 
from one of their ideas, referrals, or suggestions.  
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 Aim to give, not just get. Of course, you want to benefit from business relationships—but 
that is more likely to happen, if you have a generous attitude. Focus on how you can help 
your contacts, and you will find that you get more than you give. 

2.1.1 Communication Channels for Business Relationships 
As complex as relationships are, there are only four methods of direct communication between 
individuals (One-to-One, 2005).: 

 Telephone: Pick up the phone and call, frequently. 
 Snail Mail: Letters can be a powerful method to introduce yourself and build your reputation 

as a trusted business advisor. 
 Email: The most common channel. Use it often, with respect for the recipient. 
 Face-to-face: The single most powerful channel for communication. Expensive, but 

powerful. Use it as often as possible. 
 
Moreover, review of past studies suggests the importance of two important factors that define the 
quality of a firm’s effort—namely, customer-driven development (CDD) and cross-functional 
integration (CFI) (Baker and Sinkula 1999, 2005; Souder et al. 1997; Cooper and Kleinschmidt 
1993, 1995; Atuahena- Gima 1995). CDD refers to the degree to which customers are involved with 
and drive the product development process, while CFI captures the degree to which the development 
process is integrated across functional units within the firm and external partners outside the firm.  
 
To develop unique and successful products, firms need better insights into the needs of their 
customers, together with better capabilities for acting on those insights (Souder et al.,1997). With 
both domestic and foreign competition increasing in intensity, the only way to succeed is to become 
customer-driven (Baker and Sinkula 2005).  
 
Conversely, being customer-driven may be toothless unless top management sets up a cross-
functional process in which different functional areas cooperate in converting customer insights into 
successful products (Leenders and Wierenga 2002). Doing so, according to Song and Parry (1997) 
enhances time efficiency in product development (). 
 
2.2. Marketing capabilities 
 
Capabilities are “complex bundles of skills and accumulated knowledge that enable firms or 
strategic business units to coordinate activities and make use of their assets” (Day, 1990, p. 38). The 
strategic management literature suggests that basic competencies must be in place before 
organizations can develop advanced environmental management practices requiring higher-order 
learning proficiencies (Christmann, 2000; Hart, 1995).  
 
According to the resource-based view (Barney & Zajac, 1994), competitive strategies and 
performance depend significantly upon firm-specific organizational resources and capabilities. 
Applying the resource-based view to the domain of corporate environmental strategies, Hart's (1995) 
natural resource-based view of the firm argues that firm competitive advantage is rooted in 
capabilities that facilitate environmentally sustainable economic activity. A firm's environmental 
strategies depend on its ability to distribute resources toward developing basic strategic 
competencies (Aragon-Correa, 1998). For instance, an organization's expertise in complementary 
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knowledge-based processes may support the development of more advanced environmental 
management processes (Hart, 1995). Nidumolu et al. (2009) also propose specific firm competencies 
that can lead to innovation opportunities in a firm's path to sustainability.  
 
In sum, past research suggests that firm capabilities may play a critical role in the development of 
innovation-based sustainability strategies. The strategic marketing literature states that the primary 
role of marketing in the competitive advantage process is innovation (Varadarajan, 1992; 
Weerawardena, 2003). Past research suggests that marketing capability contributes to commercial 
success of the products and services marketed by the firm (Day, 1994; Hooley et al., 1999; O'Cass & 
Weerawardena, 2009; O'Driscoll, Carson, & Gilmore, 2000), and that marketing capability plays a 
critical role in organizational innovation-based competitive strategy (Weerawardena & O'Cass, 
2004); however, the literature specifically examining the role of marketing capabilities in innovation 
based competitive strategy has been limited (Weerawardena, 2003). Still, research suggests that the 
combination of marketing capabilities and the facilitation of market success that marketing entails 
leads to competitive advantage (Sharma et al., 2010; Weerawardena, 2003). 
 
Capabilities are distinct competencies that are difficult to imitate by current competitors, difficult to 
substitute by current and new competitors and valuable, i.e. positively valued on the market (Barney, 
1991; Rumelt, 1984; Wernerfelt, 1984). In view of this discussion, the following hypotheses were 
proposed: 
H0: There is no significant relationship between business relationship, capability and firm 
effectiveness. 
Ho2: Business relationship, capability has no impact on firm effectiveness 
H03: There is no significance difference between the mean of firms whose business relationship and 
capability are high and the firm whose business relationship and capability are low.   
 
3 Methodology/Design 
A cross sectional survey design was adopted to examine the relationships that exist between business 
relationship, capability and firm effectiveness in Nigeria manufacturing firms. This study also 
follows an anova research strategy and helps in predicting behavior, thus justifying the use of survey 
research (Bordens & Abbott 2002). It also examine whether or not a relationship exists between the 
variables of study (Kerlinger, 1973). Data was generated from manufacturing firms across Nigeria 
on a wide basis relating to business relationship, capability and firm effectiveness.   
 
The study population considered of manufacturing firms in Nigeria. Since 55.2% of Nigeria’s 2,250 
manufacturing firms are based in Lagos state (MAN, 1994, 2003). Lagos was considered a good 
representation of the manufacturing firms in Nigeria. Therefore the population sample was taken 
from Lagos state. With the help of field research assistants, the questionnaire was administered to 
the manufacturing firms.  
 
The technique used in the selection of participating manufacturing firm was a simple and stratified 
random sampling technique. A total of 350 copies of the questionnaire were administered to the 
firms but 311 were completely filled and returned. This represent 88.9% response rate. Sampling is a 
part of the entire population carefully selected to represent that population. The justification for 
using simple random sampling technique is that it eliminates the likelihood that the sample is biased 
by the preference of the individual selecting the samples (Bordens and Abott, 2002). Another 



, 20143Arabian Journal of Business and Management Review (Nigerian Chapter) Vol. 2, No.  

43 
 

justification is that it is particularly essential when one wants to apply research findings directly to a 
population (Mook, 1983).  
  
The participating manufacturing firms constituted the analysis. The administration of the 
questionnaire was done on one senior manager or CEO at each firm surveyed. The use of primary 
data method is justified since according to (Cowton, 1998). It is the quickest and simplest of the 
tools to use, if publication is the objective.  
 
3.1 Analytical tools and Hypotheses Tests and Results 
To derive useful meaning from the data, and examine the propositions of this study, data from the 
survey was analyzed using SPSS 17.0 (Statistical Package for Social Sciences) focusing on the 
descriptive and inferential statistics. Descriptive statistics such as mean, percentages and frequencies 
were employed in the study to measure demographic characteristics of respondents, to answer 
research questions relating to business relationship, capability and firm effectiveness. They are not 
meant to test a formal research hypothesis, but rather the summaries from a sample that characterize 
that sample. Pearson Product-moment correlation was used to examine the existence of relationship 
between business relationship capability and firm effectiveness in the Nigeria manufacturing firms. 
Regression Analysis was used to ascertain the amount of variations in the dependent variable which 
can be associated with changes in the value of an independent or predictor variable in the absence of 
other variables 
4.0 RESULTS AND DISCUSSION 
4.1 SOCIO-ECONOMIC CHARACTERISTICS OF THE SURVEY 
Table 1: Demographic Profile of Respondents 

 Frequency Percent 

 
Sex 
 
 
 
Age (in years) 
 
 
 
 
 
Marital Status 
 
Educational Qualification 

Female 
Male 
Total 
Less than 30 
30 but less than 40 
40 but less than 50 
50 but less than 60 
60 and above 
Total 
Single 
Married 
Divorced 
Total 
Bachelor’s degree or equivalent 
Master Degree 
Professional qualification 
Total 
 

209 
102 
311 
93 
79 
60 
44 
35 
311 
90 
201 
20 
311 
113 
83 
115 
311 
 

67.2 
32.8 
100.0 
29.9 
25.4 
19.3 
14.1 
11.3 
100.0 
29.0 
64.6 
6.4 
100.0 
36.3 
26.7 
37.0 
100.0 
 

Source: Researcher’s survey 2014 
The demographic profile of respondents in Table 1 reveals that majority of the respondents were 
female, constituting 67.2% of all the respondents. Respondents who were 30 but less than 60 years 
old make up 88.7% of the entire respondents. Those who were less than 30 years old constitute only 
29.9%, while 60 years and above constitute an insignificant proportion (11.3%) of the entire 
respondents. Majority of the respondents sampled were married and they constitute 64.6%, while 
29.0% were single. The divorced constituted a percentage of 6.4% of the entire population. Also, in 
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terms of educational qualification, majority (36.3%) of them were Bachelor’s degree or equivalent 
holders. Respondents who were holders of master’s degree constitute 26.7% while those who had 
professional qualifications make up 37% 
 
4 EMPERICAL RESULTS 
4.1  VARIABLES AND MEASURES 
4.1.1 BUSINESS RELATIONSHIP 
Business relationship & capability was measured on a five-item scale adapted from Ray et al., 
(2007) and Saraf et al., (2005). This study initiated Seven items using a five-point likert scale which 
ranged from strongly agree to strongly disagree to access questions on business relationship and 
capability. The results of the respondents rating on the five items were looked into, added up and 
averaged to generate the mean of variable. Business relationship and capability is considered high if 
the index is equal to or greater than 5.0 while it is considered low if less than 5.0. The Cronbach 
alpha of the items was calculated to be 0.92 suggesting that the items are reliable. See table 2. 
 
Table 3: Mean index of Business relationship & capability 
Business relationship and Capability Frequency Average Weight 
Customer orientation 
Market orientation 
Competitor orientation 
Customer satisfaction 
Competitive environment 
Technology orientation 
Market turbulence 
Mean of Means 

311 
311 
311 
311 
311 
311 
311 

4.04 
3.70 
4.22 
3.67 
3.98 
4.32 
4.07 
4.32 

 
Table 2 

Reliability Statistics 

Cronbach's Alpha 

Part 1 
Value .921 
N of Items 7a 

Part 2 
Value .894 
N of Items 6 

Total N of Items 13 
Correlation Between Forms .683c 

Spearman-Brown Coefficient Equal Length 4.794c 
Unequal Length .754c 

Guttman Split-Half Coefficient 6.514 
 
4.1.3 FIRM EFFECTIVENESS 
In order to measure firm effectiveness, we used six items adapted from Christmann, 2000; Hart, 
1995 including the firm's performance related to business, operations, and customer service. 
Specifically, firm effectiveness of the focal firm is operationalized by items indicating the extent to 
which it performs better than its key competitors in (i) return on investment (ROI), (ii) profits as a 
percentage of sales, (iii) decreasing the product or service delivery cycle time, (iv) rapid response to 
market demand change, (v) rapid confirmation of customer orders, and (vi) increase in customer 
satisfaction. 
 
Table 4: Mean index of firm effectiveness 
Firm effectiveness Frequency Average weight 

Return on investment (ROI) 
Profits as a percentage of sales 
Decreasing the product or service delivery cycle time 
Rapid response to market demand change 
Rapid confirmation of customer orders, 

311 
311 
311 
311 
311 

4.14 
4.24 
3.72 
3.85 
3.92 
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Increase in customer satisfaction. 
 
Mean of means 

311 4.26 
 
 
3.99 

 
With respect to business relationship, capability and firm effectiveness, the mean index of participating 
firms were 3.99 and 4.32 respectively (see Table 3 and 4) 
H1 was tested through correlations coefficient test. Pearson’s product moment correlations 
coefficient (0.678**) indicates that business relationship capability and firm effectiveness are 
significantly and positively correlated with each other at 0.01 level of significance. Therefore, the 
null hypothesis of no significant relationship is rejected. Hence, there is a significant relationship 
between business relationship capability and firm effectiveness in the Nigeria manufacturing firm.  
 
Table 5a: Model summary 
Model R R Square Adjusted R Square Std. Error of the Estimate 
R/P .678 .530 .519 .86392 
Table 5b: ANOVA 

Model  Sum of square  Mean Square F Sig. 
R/P Regression 

Residual 
Total 

64.133 
75.382 
139.515 

1 
133 
311 

64.133 
.746 

85.928 .000 

Table 5c: Coefficients 
Model  Unstandardized 

coefficients 
Standardized 
Coefficients 

 Sig. 

R/P  B Std Error Beta T P 
 (Constant) 

Business Relationship & 
capability 

13.361 
2.307 

.767 

.171 
 
.678 

12.908 
26.894 

.000 

.000 

 
H2 was tested through a regression analysis. The results of the regression analysis of the relationship 
between business relationship capability and firm effectiveness are shown in table 5. Table 5(b) 
above shows that the analysis of variance of the fitted regression equation is significant with F value 
of 85.928. This is an indication that the model is a good one. Since the p-value is less than 0.05, it 
shows a statistically significant relationship between the variables at 95% confidence level. This 
shows that business relationship and capability has a significant impact on firm effectiveness in the 
Nigeria manufacturing firm. The standardized coefficients (Beta) value in Table 6 reveals the 
independent variable is statistically significant at 0.05 significant level. 
 
Table 6: Independent samples test on firm effectiveness that have high business capability and those 
that have low business capability.  
6 a: Group statistics 
 Business 

relationship & 
Capability 

N Mean Std. Deviation Std. Error Mean 

Firm effectiveness 
Index 

Low 
High 

48 
86 

3.5795 
4.3545 

.89442 

.34401 
0.05726 
0.01667 

6 b: Independent samples test 
 t-test for Equality of Means 
  

T 
 
Df 

 
Sig. 
(2-tailed) 

 
Mean 
Difference 

95% Confidence Interval 
of the Difference 
Lower Upper 
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Firm 
effectiveness 

-15.948 668 .000 -.77495 -0.87036 -0.67954 

H3 was tested using independent samples test. The result of the independent sample T test has 
revealed in 6(a) shows that business relationship & capability mean index (4.35) of firms with high 
business relationship is different from the firm effectiveness mean index (3.58) of firms with low  
firm effectiveness. The difference between the two mean was found to be statistically significant at 
p<.05. Therefore, the null hypothesis of no significant difference is rejected. Thus, there is a 
significance difference between the mean of firms whose business relationship and capability are 
high and the firms whose business relationship and capability are low.    
 
5 DISCUSSIONS AND FINDINGS 
The findings of this study revealed a positive and statistically significant relationship between 
business relationship, capability and firm effectiveness. This is also in the findings of Bhatt and 
Grover, (2005) which confirms a statistically significant relationship between business relationship, 
capability and firm effectiveness. The findings also indicate that firms with good business 
relationship and capability attract and retained customers to its organization.  
 
There can be little doubt that relationships are also a critical factor for all business whether private 
sector, public or third sector. In fact some might suggest that relationships are the real critical 
success factor without which it becomes difficult to build or sustain business over time. These 
relationships are multidimensional and need to be recognized for the value they bring and potential 
risk that emerge from failing relationships.  
 
Therefore, relationships cannot be left to luck, nor can organizations rely on osmosis or attrition to 
develop the appropriate behaviors to support that ethos. Far from being a side issue relationships are 
fundamental aspect of business processes and a key factor in driving business success. As such 
organizations should understand their importance and strive to embed both structure and leadership 
in order to exploit the potential benefits 
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