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Abstract  
Purpose – The aim of this study is to examine the role of governance and organizational 
justice on social capital formation in buyer-supplier relationship.  
Design/methodology/approach - A survey of 116 firms drawn from manufacturing, 
service, construction and extraction firms was used to test the proposed relationships. 
Data was obtained using a structure online survey questionnaire developed and shared 
using Google forms. The data collected was analysed using Partial least squares 
structural equations model (PLS-SEM).  
Findings - The results indicate that organizational justice and governance mechanisms 
are both positively related to social capital, and social capital is positively related to supply 
chain performance. The indirect effects estimation revealed that social capital mediates 
the indirect relationship between governance mechanism and supply chain performance 
and organizational justice and supply chain performance. 
Originality/value - This study has made significant contributions to scholarly knowledge 
on the antecedents and performance outcomes of social capital formation in buyer-supplier 
relationships. 
Keywords:  Governance Mechanism, Justice Perception, Social Capital in Buyer-Supplier 
Relationship, Supply chain performance 
 
1.0  INTRODUCTION  

In Buyer-Supplier Relationships, social capital research theory suggests that 
increased interaction and exchange leads to the development of trust and the creation 
of norms and sanctions which reduce transaction costs (Erridge & Greer, 2002). To 
enhance these collaborative relationships, SCM scholars continue to study how social 
capital creates value for firms that are participating in a collaborative relationship 
(Alghababsheh & Gallear, 2020b; Blonska et al., 2013; Carey et al., 2011; Carey & 
Lawson, 2011; Roden & Lawson, 2014; Sukoco et al., 2017). Generally, it is believed 
that firms that move from competitive procurement practices towards more collaborative 
supplier relationships can obtain higher long-term benefits from the exchange 
relationship (Erridge & Greer, 2002).  

Social capital refers to a network of resources that are embedded in 
interrelationships among humans (Wu & Chiu, 2018). Social capital describes the 
relationship between people who work in a specific society, and this enables the effective 
functioning of the society. Applied to the supply chain, social capital refers to a “set of 
social resources embedded in the relationships in a supply chain network”. Social 
capital is documented to minimize the potential for conflicts and promote cooperative 
behavior (Wu & Chiu, 2018). From the literature, three dimensions of social capital – 
relational, cognitive and structural social capital exist and interact to influence BSRs. 
Several studies have argued that social capital provides resources such as information, 
control, trust, and support (Bizzi, 2015; Handoko et al., 2017).  
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In attempting to understand the antecedents and performance outcomes of social 
capital in BSRs, researchers have examined the relationship between social capital and 
several performance outcomes, as well as antecedent factors. Following a systematic 
literature review, Alghababsheh & Gallear, (2020a) found that organizational justice has 
not received the attention of Scholars as an antecedent of social capital in BSRs even 
though perceived justice hugely influences subsequent behaviors and generation of 
social capital. In response to this call, this study examines the role of three justice 
dimensions as antecedents of social capital formation in buyer-supplier relationships 
by drawing on the organizational justice theory. In management research, the theory of 
organizational justice has been employed severally to explain the perceptions of fairness 
and equality within single organizations (Ali et al., 2016), as well as supply chains 
(Ziaullah, Feng, & Akhter, 2015) and how this results in performance outcomes. 

Additionally, the study examines the role of governance mechanism as an 
antecedent of social capital in BSRs. The use of social governance mechanisms 
instigates trust and increases the relational rent among parties in the supply chain 
relationship (Carey & Lawson, 2011). Because social governance mechanisms minimize 
the use of contracts and instead favor the development of informal relationships between 
parties (Yang et al., 2012), there is a high tendency for the accumulation of social capital 
among the parties.  

The performance outcomes of social capital formation in BSRs have also been an 
important consideration in the literature. Whiles this is considered to be generally 
positive, the work of (Villena et al., 2011) brought attention to a potential “dark side” of 
social capital formation in BSRs. Accordingly, this study examines the outcome of social 
capital formation on firm and supply chain performance. This is an attempt to 
understand how the existence of cognitive, structural and relational capital affects 
relationship, firm-level and overall supply chain performance.  

Whereas several studies on social capital formation in BSRs have been conducted 
over the years, this study contributes to this research stream in two ways. First, the 
study theorizes and empirically tests perceived justice and governance mechanism as 
antecedents of social capital formation, which have been sparsely explored by earlier 
studies (Alghababsheh & Gallear, 2020a). Second, the study presents a Sub-Saharan 
African perspective to the discussion on the research area. A scan of the literature 
reveals that research in this context, on the area of social capital in BSRs is lacking. 

This is problematic because BSRs exist in all markets, and the existence of 
unique cultural and institutional development may affect the development of social 
capital and its performance outcomes. For instance, because social capital is considered 
a collective good, it is logical to expect social capital to be present more in “collectivist” 
as compared to “individualistic” societies (Hofstede, 1980). This study seeks to examine 
organisational justice and governance mechanism as antecedents of social capital 

creation in BSRs, and the performance outcomes in organisations. A theoretical model 
is proposed and tested to advance knowledge in this area, and to provide empirical 
evidence that will aid managerial decision making. 
 
2.0 LITERATURE REVIEW  
2.1 Governance 

Governance refers to the organizational or structural arrangements aiming to 
determine and affect the conduct of organization members. Formal control stresses 
written monitoring processes that identify the specific duties and tasks to be performed 
as well as the expected outcomes (Huang et al., 2014). The use of a written contract, 
rules, processes, and policies to monitor, reward, and penalize a partner's behaviour or 
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outcomes provides protection by ensuring that the promise or responsibility to 
undertake specific tasks is fulfilled and that organizational goals are reached 
Governance is examined in in two dimensions, thus the relational and contractual 
governance. In the context of buyer-supplier relationships these norms indicate 
mutuality of interest and essentially prescribe stewardship behaviour between both 
buyer and supplier in relation to the conduct surrounding the exchange. 

Contractual-based governance emphasizes the use of a formalized, legally 
binding agreement to govern the interfirm relationship. Contracts are seen as a critical 
instrument for controlling inter-organizational communication (Jajja et al., 2019). A 
written contract indicates that the exchange is significant to both parties in the 
relationship, laying out the exchanges ex ante elements and assisting in its supervision. 
Contracts integrate the expectations and obligations of actors in the connection and are 
defined as "the extent to which detailed and binding contractual agreements are 
employed to outline the roles and obligations of the parties" (Jajja et al., 2019) 

Relational-based governance, by contrast, highlights the role of norms of 
solidarity, flexibility and information sharing in the relationship process. Rather than 
prescribing relevant behaviour directly, relational governance specifies forms of 
behaviour that are desirable or undesirable (Jajja et al., 2019). It is characterized by a 
set of informal norms that affect how parties behave when dealing with one another. 
 
2.2 The Role of Governance and Organizational Justice  

Social capital highlights governing exchange through constant goals and common 
interests (Liu et al., 2009), which increases the certainty of a partner's behaviour. 
Governance mechanisms serves as a function in continuance against opportunism 
(Huang et al., 2014). When firms invest time and resources to develop high levels of 
contract specificity, there is little need to develop social mechanisms of governance 
(Nielsen, 2010). Dyer and Singh (1998) suggest that the use of one control mechanism 
can obviate the use of the other. Therefore, a high level of formal control reduces the 
level of need for social control in buyer and seller relationships (Huang et al., 2014). In 
the study of social capital, organizational justice is an important factor to consider. In 
some situations, rational control can aggravate sentiments of bias, injustice, and 
unfairness, leading to a subtle type of opportunism (Huang et al., 2014). In the buyer–
supplier relationship, justice, as a firm's perception of fairness, may produce problems 
(Liu et al., 2012). As a result, justice judgments resulting from social interactions and 
communications affect buyer–supplier relationships (Liu et al., 2012) 

Earlier theorists (e.g., Dwyer et al., 1987; Frazier, 1983) have indicated the 
importance of fairness in buyer–supplier partnerships by applying the justice idea to 
buyer–supplier exchanges. The buyer-supplier connection is concerned not just with 
economic transactions, but also with social interactions that may influence corporate 

behaviour (Liu et al., 2012). Indeed, a buyer–supplier relationship can be understood as 
a series of relationship phases through which interactions take place (Dwyer et al., 
1987; Frazier et al., 1988). The importance of distributive and procedural justice has 
been emphasized in existing empirical justice research. 
 
2.3 Theory of Organizational Justice (TOJ) 

The theory of organizational justice (Greenberg, 1987) has been used extensively 
in the intra-organizational literature, where the traditional focus has been on the role of 
justice in the workplace. Employees' conceptions of justice, it is assumed, will influence 
their behaviour and, as a result, organizational outcomes and performance (Colquitt, 
2001).  
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Employees who believe they are treated fairly contribute to performance by 
demonstrating good behaviours that are exemplars of what is known as organizational 
citizenship, which includes organizational commitment. Similarly, employees who 
believe they are being treated unfairly will engage in harmful retaliatory behaviour, 
which will have a detrimental influence on the organization's performance (Matopoulos 
et al., 2019).  

Research by Ogawa and Tanaka (2013) revealed that during the global financial 
crisis, long term customer–supplier relationship played an important role in mitigating 
the shock. More recently, Soundararajan and Brammer (2018) found that during a 
crisis, suppliers' conceptions of fairness can shift, affecting their reactions to social 
sustainability requirements. Furthermore, attitudes, behaviour, and decisions are 
influenced by justice perceptions in a wide range of social circumstances, and they play 
a critical role in defining buyer-supplier relationship reaction to organizational 
outcomes, procedures, and decision-making processes (Lind et al., 1993).  

Unlike philosophers and attorneys, managerial scientists are more concerned 
with what people believe to be just than with what is actually just. To put it another 
way, these scientists are following a descriptive agenda. They want to know why people 
think particular events are justified, as well as the repercussions of these judgments. In 
this sense, justice is a subjective and descriptive concept, capturing what people believe 
is right rather than an objective truth or a prescriptive moral code.(Cropanzano et al., 
2007). Organizational justice is a personal assessment of managerial conduct's ethical 
and moral standing. As a result of this approach, achieving justice necessitates 
management adopting an employee's perspective. 

 
Fig. 1:  Conceptual model 
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2.4 Supply chain Governance and Social Capital Formation in BSR  
Generally, governance mechanisms are used to manage supply chain 

relationships to ensure In Buyer-Supplier Relationships, social capital research theory 
suggests that increased interaction and exchange leads to the development of trust and 
the creation of norms and sanctions which reduce transaction costs (Erridge & Greer, 
2002). To enhance these collaborative relationships, SCM scholars continue to study 
how social capital creates value for firms that are participating in a collaborative 
relationship (Alghababsheh & Gallear, 2020b; Blonska et al., 2013; Carey et al., 2011; 
Carey & Lawson, 2011; Roden & Lawson, 2014; Sukoco et al., 2017). Generally, it is 
believed that firms that move from competitive procurement practices towards more 
collaborative supplier relationships can obtain higher long-term benefits from the 
exchange relationship (Erridge & Greer, 2002).  

Social capital refers to a network of resources that are embedded in 
interrelationships among humans (Wu & Chiu, 2018). Social capital describes the 
relationship between people who work in a specific society, and this enables the effective 
functioning of the society. Applied to the supply chain, social capital refers to a “set of 
social resources embedded in the relationships in a supply chain network”. Social 
capital is documented to minimize the potential for conflicts and promote cooperative 
behavior (Wu & Chiu, 2018). From the literature, three dimensions of social capital – 
relational, cognitive and structural social capital exist and interact to influence BSRs. 
Several studies have argued that social capital provides resources such as information, 
control, trust, and support (Bizzi, 2015; Handoko et al., 2017).  

In attempting to understand the antecedents and performance outcomes of social 
capital in BSRs, researchers have examined the relationship between social capital and 
several performance outcomes, as well as antecedent factors. Following a systematic 
literature review, Alghababsheh & Gallear, (2020a) found that organizational justice has 
not received the attention of Scholars as an antecedent of social capital in BSRs even 
though perceived justice hugely influences subsequent behaviors and generation of 
social capital. In response to this call, this study examines the role of three justice 
dimensions as antecedents of social capital formation in buyer-supplier relationships 
by drawing on the organizational justice theory. In management research, the theory of 
organizational justice has been employed severally to explain the perceptions of fairness 
and equality within single organizations (Ali et al., 2016), as well as supply chains 
(Ziaullah, Feng, & Akhter, 2015) and how this results in performance outcomes. 

Additionally, the study examines the role of governance mechanism as an 
antecedent of social capital in BSRs. The use of social governance mechanisms 
instigates trust and increases the relational rent among parties in the supply chain 
relationship (Carey & Lawson, 2011). Because social governance mechanisms minimize 
the use of contracts and instead favor the development of informal relationships between 

parties (Yang et al., 2012), there is a high tendency for the accumulation of social capital 
among the parties.  

The performance outcomes of social capital formation in BSRs have also been an 
important consideration in the literature. Whiles this is considered to be generally 
positive, the work of (Villena et al., 2011) brought attention to a potential “dark side” of 
social capital formation in BSRs. Accordingly, this study examines the outcome of social 
capital formation on firm and supply chain performance. This is an attempt to 
understand how the existence of cognitive, structural and relational capital affects 
relationship, firm-level and overall supply chain performance.  
 Whereas several studies on social capital formation in BSRs have been conducted over 
the years, this study contributes to this research stream in two ways. First, the study 
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theorizes and empirically tests perceived justice and governance mechanism as 
antecedents of social capital formation, which have been sparsely explored by earlier 
studies (Alghababsheh & Gallear, 2020a). Second, the study presents a Sub-Saharan 
African perspective to the discussion on the research area. A scan of the literature 
reveals that research in this context, on the area of social capital in BSRs is lacking. 
This is problematic because BSRs exist in all markets, and the existence of unique 
cultural and institutional development may affect the development of social capital and 
its performance outcomes. For instance, because social capital is considered a collective 
good, it is logical to expect social capital to be present more in “collectivist” as compared 
to “individualistic” societies (Hofstede, 1980). This study seeks to examine 
organisational justice and governance mechanism as antecedents of social capital 
creation in BSRs, and the performance outcomes in organisations. A theoretical model 
is proposed and tested to advance knowledge in this area, and to provide empirical 
evidence that will aid managerial decision making. 
 
 2.5 Social Capital in BSR and Organizational Performance  

This study draws on the social capital theory (Nahapiet et al., 1998) to argue that 
the accumulation of social capital in the buyer-supplier relationship is a recipe for 
enhanced organizational outcomes. The social capital theory is one of the most useful 
theories for explaining the nature of cooperation among firms(Carey & Lawson, 2011). 
Social capital refers to a network of resources that are embedded in interrelationships 
among humans (Wu & Chiu, 2018). Social capital describes the relationship between 
people who work in a specific society, and this enables the effective functioning of the 
society. Social capital is a valuable asset that can help explain how buyer-supplier 
relationships contribute to a company’s competitive advantage (Carey et al., 2011). 
Applied to the supply chain, social capital refers to a “set of social resources embedded 
in the relationships in a supply chain network”.  

In the buyer-supplier relationship, social capital is the stock of goodwill built up 
from past experience between the buyer and supplier (Carey & Lawson, 2011). Social 
capital in buyer-supplier relationships can contribute to creating effective relationships 
through increased knowledge exchange, learning, resilience, responsiveness, and 
innovation (Alghababsheh & Gallear, 2020a). Social capital is documented to minimize 
the potential for conflicts and promote cooperative behavior (Wu & Chiu, 2018). In a 
buyer-supplier relationship, high levels of social capital are characterized by a shared 
vision, trust, belief and social ties. Generally, social capital facilitates collective actions 
(Alghababsheh & Gallear, 2020b), and enhances organizational outcomes. A high level 
of social capital in the buyer-supplier relationship manifests through increased 
coordination, joint knowledge creation and high levels of decision congruence that leads 
to the pursuit of shared goals, and enhances organizational performance.  

Conversely, this study contends that buyer-supplier relationships with a low level 
of social capital are often conflict-laden, has poor coordination, and high probability of 
opportunistic behaviors all of which lead to reduced performance. The findings of 
Jääskeläinen et al., (2020) indicated that the availability of social capital in a buyer-
supplier relationship is a relevant antecedent to successful solution provision activities. 
Again, Leem & Rogers, (2017) found a positive relationship between the three 
dimensions of social capital and firm performance.  
To this end, this study hypothesizes that: 
 

H3: Social capital in Buyer-Supplier relationships is positively to organizational 
performance.  
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2.5.1 The Mediating Role of Social Capital in the Link Between Governance and 
Firm Performance  

This study contends that social capital accumulation in the buyer-supplier 
relationship acts as the mechanism through which supply chain governance influences 
firm performance. Governance mechanisms in buyer-supplier relationships, both 
contractual and social mechanisms have been shown to influence the relationship 
among the parties in the exchange relationships. Through norms of flexibility, solidarity 
and information sharing (Carey & Lawson, 2011) relational governance encourages both 
parties in the exchange relationship to work towards mutual benefits.  

As governance enables parties to manage the relationship and elicit the 
compliance of each party to their respective obligations, the performance outcome 
manifests as a result of the social capital that accumulates among the partners. By 
ensuring that each party performs, governance mechanisms help to avoid conflict 
arising out of the relationship and moves towards the development of social capital in 
the form of shared vision, trust, belief, and social ties, which in turn enhances 
organizational performance (Lawson et al., 2008). Based on this premise, I argue that 
social capital accumulation acts as a conduit through which governance mechanisms 
influence organizational performance. There, the study hypothesizes that  
 

H4: Social capital accumulation in buyer-supplier relationships mediates the 
relationship between Governance mechanisms and firm performance.  
 
2.5.2 The Mediating Role of Social Capital in the Link Between Justice Perception 
and Firm performance  

Justice perception in buyer-supplier relationships determines the nature of 
commitment a party makes to the exchange relationship. Thus, in a situation where one 
party believes it is treated unfairly, there is little tendency for the accumulation of social 
capital which manifests through reduced trust and relationship commitment. The 
performance outcome in such situations is reduced. Conversely, perceptions of high 
justice levels lead to increased social capital accumulation and subsequently higher 
organizational performance. To this end, social capital accumulation act as a conduit 
through which justice perception influences firm performance.  

This study argues that the impact of justice perception on firm performance is 
indirect, and acts via the accumulation of social capital. According to (Ziaullah, Feng, & 
Ahmad, 2015), justice in supply chains lead to increased trust and results in 
commitment, all of which elicits higher organizational performance outcomes. This 
further means that when the perception of justice leads firms to act in a way that 
enhances social capital accumulation (through trust and commitment), organizational 

performance is improved. Conversely, having negative perceptions on the level of justice 
may lead to actions that reduce social capital accumulation in the relationship, and the 
result is a reduction in organizational performance. On this premise, this study 
proposes that 
 

H5: Social capital accumulation in buyer-supplier relationship mediates the 
relationship between Justice Perception and firm performance.  
 
 
3.0 METHODOLOGY  
3.1 Measurement Development  
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Organizational justice was measured using a 14-item scale that captured the 
various aspects of perceived justice in the literature – distributive justice (4 items), 
procedural justice (5 items), and interactional justice (5 items). All items are measured 
on a scale of 1 to 7. The governance mechanism was measured using an 8-item 
construct that captures the two dimensions of governance in the literature - 
formal/contractual governance (4 items) and social/relational governance (4 items). All 
items were measured on a 7-point scale. Social capital is measured using a 14 items 
scale that captures three dimensions - cognitive capital (4 items), relational capital (5 
items), and structural capital (5 items). All items were measured on a 7-point scale. 
Supply chain performance was measured using 7 items anchored on a 7-point scale. 
 
3.2 Measurement Model 

In this section, PLS-SEM was used to examine the measurement model using 
confirmatory factor analysis. In structural equations modelling, the measurement model 
refers to the relationship between the measurement indicators and the underlying 
constructs. The essence of the measurement model is to establish the validity of the 
indicators used to measure each construct (Collier, 2020). The measurement model is 
developed based on measurement theory and is a prerequisite to the structural model 
(Hair Jr et al., 2016). The use of the PLS-SEM measurement model is common in 
research on social capital and performance outcomes, generally due to its ability to 
model reflective and formative indicators and its suitability for lower sample sizes and 
indicator distributions that do not follow normality. Examples of studies in the area that 
have used PLS-SEM are (Horn et al., 2014; Jääskeläinen et al., 2020; Kumar & Rahman, 
2016; Yim & Leem, 2013).  

In estimating the measurement model, all the measurement items for each 
construct were treated as reflective indicators. To minimize the complexity of the 
measurement model, a single construct was generated for each one of social capital, 
perceived justice, and governance mechanism using all the indicators under the various 
dimensions. Because each of the items reflects the existence of the underlying factor, 
this ensured the estimation of a parsimonious model and helped to avoid using a 
second-order factor, for which the estimation procedure is an ongoing subject of debate.  
 
4.0 RESULT AND DISCUSSION  
4.1 Firm and Respondent Characteristics 

In this section, demographic details of the nature of responding firms and their 
representatives are presented. Later in the path analysis, the firm-level characteristics 
are used as control variables to remove the confounding effect that the size of a firm, its 
age, ownership structure, or industry can have on social capital formation and 
performance outcomes. The respondent’s key attributes examined are the educational 

level and the industry experience.  
 
4.2 Firm-Level Characteristics 

The examined firm-level characteristics include firm size, ownership status, firm 
age, and Industry. Table 4.1 presents details of the findings. Nearly 64% of the 
participating firms are in the service sector. The ownership structure is also dominated 
by local private companies. The average firm size is 148 employees and ranges between 
3 and 800 employees. The large variance in firm size indicates that the results of the 
study are potentially representative of a wide range of firms, albeit firm size is controlled 
for in the path analysis.  
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Table 4. 1 Firm-level characteristics 

 Count Percentage   

Industry Construction 14 12.1   
Extraction 4 3.4   
Manufacturing 24 20.7   
Service 74 63.8   

 Total 116 100   
Ownership: International Joint venture 10 8.6   

Local private company 55 47.4   
Local public company 23 19.8   
Local private-public 
company 

12 10.3 
  

A subsidiary of a foreign firm 16 13.8   

 Total 116 100   
      
 Min Max Mean SD 
Firm size (Number of employees) 3 800 148.98 179.57 
Firm Age  1 90 17.97 17.791 
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Table 4. 2 Measurement Model Results 
 Constructs  Loading  t- value  

Organisational Perceived Justice (AVE = 0.624, CR = 0.937, CA = 0.924)   

DJ2. Our gain from this partnership is commensurate with the roles and responsibilities we have taken in it 0.809 19.690 

DJ3. Our gain relative to our contribution to this partnership is about the same as that of other firms in similar business 

relationships 
0.741 13.618 

DJ4. Our gain relative to our contribution to this relationship is about the same as that of our partner 0.719 11.606 

IJ3. This business relationship is characterized by mutual respect 0.806 22.405 

IJ4. Our partner always makes us aware of important issues 0.851 28.760 

IJ5.  Our partner often explains the reasons behind relevant policies 0.854 32.356 

PJ2. Our partner is willing to modify its policies based on feedback we provide 0.774 15.891 

PJ4. Our partner is familiar with the situation we face 0.750 14.124 

PJ5. Our partner has adopted consistent policies and decision-making procedures 0.794 16.333 

Governance Mechanism (AVE = 0.648, CR = 0.916, CA = 0.889)    

FC2. Specific, well-detailed agreement with our key suppliers 0.703 12.399 

FC3. Formal agreement that details the obligations of both our firm and key suppliers 0.697 10.693 

RG1. Team building exercises  0.830 25.036 

RG2. Social events 0.888 40.472 

RG3. Joint events 0.868 27.417 

RG4. Regular supplier conferences   0.822 21.942 

Social Capital (AVE = 0.647, CR = 0.901, CA = 0.863)   

RC5. The relationship is characterized by close interaction 0.736 9.270 

SC2. We have frequent communication with our major supplier 0.856 35.994 

SC3.  We promote a joint benefit and risk management system with our major supplier 0.752 11.109 

SC4. We maintain a frequent and intensive interaction between personnel 0.844 30.010 

SC5. We engage in and organise business events with our suppliers 0.827 18.532 

Supply Chain performance (AVE = 0.863, CR = 0.974, CA = 0.968)   

SCP2. This organization’s primary supply chain has the ability to deliver value-added services to final customers 0.905 30.434 

SCP3. This organization’s primary supply chain has the ability to eliminate late, damaged and incomplete orders 0.942 64.360 

SCP4. This organization’s primary supply chain has the ability to deliver products precisely on-time to final customers 0.953 100.941 

SCP5. This organization’s primary supply chain has the ability to minimize all types of waste throughout the supply 

chain 
0.935 45.502 

SCP6. This organization’s primary supply chain has the ability to quickly respond to and solve problems of the final 
customers 

0.936 50.218 

SCP7. This organization’s primary supply chain Is able to meet special customer specification requirements 0.903 23.696 

T-values are evaluated at 2.65, two -tailed test.   

Source: Field study, 2021. 
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4.3 Reliability and Validity  
The reliability of the measurement items are assessed using the Cronbach’s alpha 

(CA) statistic and composite reliability (CR) scores. The generally agreed threshold in the 
literature is that that CA values above 0.7 indicate good internal consistency (Hair et 
al., 2019) and CR values above 0.7 are preferable (Malhotra et al., 2017). From table 
7.4, all the CA and CR values are above 0.7, which is an indication of internal 
consistency among the measurement indicators of the various constructs. Thus, the 
constructs used in this study demonstrate an acceptable level of reliability.   

Convergent validity measures the extent to which the scale correlates positively 
with other measures of the same construct (Malhotra et al., 2017). According to 
Anderson and Gerbing, (1988), convergent validity can be examined by establishing a 
significant loading of each indicator on the underlying factor (construct). Two main ways 
of establishing convergent validity in the literature are the existence of significant, 
unidimensional factor loadings and the use of AVE values. From table 4.7, all the 
indicators are significantly related to their underlying constructs and the loadings are 
sufficiently high (above 0.7).  

Again, the indicators are unidimensional as the load significantly on their 
theorized factors only. Further, the AVE value of 0.50 or higher indicates that, on 
average, the construct explains more than half of the variance of its indicators (Hair Jr 
et al., 2016). Thus, according to Fornell and Larcker, (1981) obtaining an AVE value of 
0.5 and above is an indication of convergent validity when evaluating structural models. 
From table 4.7, all the AVE values associated with the constructs are above 0.5. This is 
an indication that the constructs have demonstrated significant convergent validity.  

Whiles convergent validity (as established in section 4.4.2) seeks to test whether 
the measurement indicators converge and explain a single underlying concept, 
discriminant validity seeks to test if constructs are unrelated and/or can be 
distinguished from the other constructs (Collier, 2020). To establish discriminant 
validity, one must prove that a construct is distinct from all the other constructs by 
empirical standards (Hair Jr et al., 2016). For a PLS-SEM analysis, measures of 
discriminant validity include cross-loading analysis, the Fornell-Lacker criterion, and 
the heterotrait-monotrait ratio (Hair Jr et al., 2016).  

In this study, the Fornell-lacker criterion is used to establish discriminant 
validity. As established by  Fornell and Larcker, (1981) discriminant validity is 
established via this method by comparing the AVE values of the constructs to the shared 
variances. The acceptance criteria is that the AVE value of a construct should be greater 
than the highest of its shared variance (the square of its correlation coefficient) with 
another construct. The table below presents the correlation coefficient of the 
measurement constructs (in the lower diagonal) the AVE values (along the diagonal) and 
the shared variances (in the upper diagonal) for examination of discriminant validity 

using the Fornell-Lacker criterion.  
 

Table 4. 3 Fornell- Lacker criterion 

 1 2 3 4 

1. Justice  0.624 0.244 0.405 0.102 

2. Governance Mechanism .494 0.648 0.370 0.052 

3. Social capital  .637 .609 0.647 0.063 

4. Supply chain performance  .320 .230 .251 0.863 

Source: Field study, 2021. 
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From table 4.8, the AVE values (as shown in the diagonal) for each construct is 
higher than the highest of the construct’s shared variance with other constructs. This 
indicates that the constructs demonstrate discriminant validity. 
 
4.4 Structural Model – PLS Path Analysis 
In structural equations modeling, the structural model examines the relationships 
among the latent constructs (Collier, 2020). The structural model is examined using 
PLS-SEM.  
 
4.4.1 Model Fit Results  

Model fit criteria for PLS-SEM models is still evolving (Dash & Paul, 2021), and 
researchers have been cautioned to tread carefully when using fit results from PLS 
models (Benitez et al., 2020). Because a comprehensive assessment has yet to be 

conducted, all guidelines should be treated as tentative (Hair et al., 2019). Following 
these developments, this study follows Benitez et al., (2020) to use the standardized root 
mean residual (SRMR) as a measure of model fit. The rule of thumb is to obtain an 
SRMR Value less than .08. The SRMR for this study’s model was .060, indicating a good 
fit with the data.  

The model quality criteria was assessed using the R2. Generally, R2 is used to 
assess the goodness of fit in regression analysis (Benitez et al., 2020). The R2 measures 
the variance, which is explained in each of the endogenous constructs and is, therefore, 
a measure of the model’s explanatory power (J. Hair et al., 2019). The results indicate 
that R2  values for social capital and supply chain performance (both acting as 
dependent variables at a point in the model) are 0.773 and 0.124 respectively and both 
are significant at 5%. This indicates that the model has sufficient explanatory power.  
 

4.4.2 Analysis of direct paths  
The direct paths in the model are assessed and the details are presented in the 

table below. The path coefficients (β) and the t-values are examined to establish the 
significance of the paths. All the estimated paths were controlled for firm size, firm age, 
ownership status and industry type. The results indicated that none of the control 
variables was significantly related to the dependent variables – supply chain 
performance. Significance tests of the results are implemented using bootstrapping of 
1000 subsamples implemented in the PLS algorithm. Details of the results are presented 
in Table 4.9  
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Figure 4. 1 PLS-SEM Path Analysis 
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Table 4. 4 Direct effects 

 Outcome  = Social Capital 
Outcome = Supply chain 
performance 

  β t Sig (p) β t Sig (p) 

Control Variables        

Firm size  0.030 0.603 0.546 
-
0.111 

1.056 0.291 

Firm Age   -0.037 1.033 0.302 
-
0.032 

0.359 0.720 

 Industry  0.018 0.428 0.668 
-
0.123 

1.694 0.091 

Ownership  -0.002 0.057 0.955 
-
0.128 

1.141 0.254 

       

Main Variables        

Governance -> Social capital (H1) 0.384 3.785 0.000    

Justice -> Social capital (H2) 0.540 5.486 0.000    

Social capital -> SC performance 
(H3) 

   0.285 3.297 0.001 

 
  From table 4.9, the control variables firm size, firm age, ownership structure 
and industry have no significant relationship with either social capital or supply 
chain performance. All relationships are evaluated at a 5% significance level for two-
tailed tests. The results indicate that supply chain governance is positively related to 
social capital formation (β = .384, t = 3.785). This provides support for hypothesis one 
of this study. From this result, the existence of a governance mechanism in the 
supply chain may likely influence the development and sustenance of social capital 
among supply chain members.  

Again, the results also show that perceived organizational justice is positively 
related to social capital formation (β = .540, t = 3.785). Hypothesis two of the study 
is supported. There is evidence to support the proposition that a higher perception of 
justice will lead to the accumulation of social capital in the supply chain. The results 
also indicate that there is a positive relationship between social capital in BSRs and 
supply chain performance (β = .285, t = 3.297). This provides support for hypothesis 
three of the study. Social capital accumulation increases the level of trust and 
cooperation among supply chain partners and may contribute towards an 
improvement in supply chain performance.  
 
4.5 Analysis of indirect Paths  

Hypothesis four and five of the study proposed potential moderating effects of 
social capital in the link between organizational justice and governance mechanism 
on supply chain performance. The indirect effect is evaluated using the bootstrapping 
algorithm in SMART PLS, and the results are presented in the table below.  

 
 
 
 
 
 
 

Table 4. 5 Indirect effect results. 

  β SE t Sig (p) 
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Control Paths      

Ownership -> Social capital -> SC performance 
-
0.001 

0.012 0.054 0.957 

Industry -> Social capital -> SC performance 0.005 0.013 0.411 0.681 

 Firm size -> Social capital -> SC performance 0.008 0.014 0.597 0.550 

Firm Age -> Social capital -> SC performance 
-
0.011 

0.011 0.990 0.322 

     

Hypothesized paths     

Governance -> Social capital -> SC performance 
(H4) 

0.110 0.044 2.468 0.014 

 Justice -> Social capital -> SC performance 

(H5) 
0.155 0.058 2.662 0.008 

  
In estimating the indirect effects, four control paths were estimated to account 

for the potential confounding effects of the control variables – firm size, firm age, 
industry and ownership. In all, the control variables were used as antecedents to 
model social capital as mediators and supply chain performance as the dependent 
variable. The results indicate that none of the control variables significantly acts as 
antecedents of social capital. The results further show that the indirect relationship 
between governance mechanism and supply chain performance via social capital is 
positive and significant (β = 0.110, t = 2.468). This provides support for hypothesis 
four of the study, that social capital mediates the relationship between governance 
mechanism and supply chain performance.  

Again, the results show that the indirect relationship between justice and 
supply chain performance via social capital is positive and significant (β = 0.115, t = 
2.662). Hypothesis five of the study is supported, as social capital mediates the 
relationship between organizational justice and supply chain performance.  
 
4.6 Summary of Hypothesis Test results 

This section presents a summary of the results from testing the study’s five 
propositions. The summary is presented in Table 4.11 below.  
 
Table 4. 5 Hypothesis testing and findings 

Hypothesis Relationship Beta 
Value  

T 
value  

P 
value  

Remarks 

H1 Governance -> Social capital  0.384 3.785 0.000 Supported  
H2 Justice -> Social capital  0.540 5.486 0.000 Supported  
H3 Social capital -> SC performance  0.285 3.297 0.001 Supported  
H4 Governance -> Social capital -> 

SC performance  
0.110 2.468 0.014 

Supported  

H5  Justice -> Social capital -> SC 
performance  

0.155 2.662 0.008 
Supported  

 
As proposed in hypothesis one, this study finds support for the positive 

relationship between supply chain governance and social capital formation. This is 
in line with the findings of  Carey and Lawson, (2011) and the theoretical standpoints 
of transaction cost economics (TCE) and the relational view (RV) make it plausible to 
expect such a relationship. According to TCE, organizations seek to minimize 
transaction costs using governance mechanisms such as formal contracting. It is 
reasonable to expect that the existence of a governance mechanism will lead to better 
organization of the buyer-supplier relationship in which each party is aware of, and 
has full knowledge of what is required of them (Huang et al., 2014). Governance 
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mechanisms are used to manage the relationship to ensure that each party performs 
as expected (Anin et al., 2016).  

The relational view echoes a similar standpoint, where using relational 
mechanisms can get parties to perform as expected of them to ensure the relationship 
works to achieve the intended targets. Overall, the existence of governance 
mechanisms enables the achievement of certainty in rules and responsibilities, all of 
which increase the level of trust and coordination among supply chain members over 
time. Thus, it is not surprising that governance mechanism is positively related to 
social capital accumulation in the buyer-supplier relationship. Again, because 
governance mechanisms seek to achieve the long term goal of keeping each partner 
focused on what is expected of them in the buyer-supplier relationship, proper use 
of governance mechanisms promotes the good relationship among the partners 
(Huang et al., 2014) and this improves social capital accumulation (Carey & Lawson, 
2011).  

In hypothesis two, the study finds a positive relationship between justice 
perception and social capital in the buyer-supplier relationship. It is reasonable to 
expect, from the organizational justice theory perspective that perception of fairness 
improves the relationship among partners in the exchange relationship. When a 
party believes that the treatment it receives from the other party is fair in terms of 
procedures, interactions and distribution of earnings, then there is a good reason to 
expect that each party will be committed to maintaining the relationship (Matopoulos 
et al., 2019). Because social capital is an accumulation of goodwill, trust and 
commitment over time, one key antecedent should be the perception of justice.  

This is because perceptions of unfairness or opportunism on the part of one 
party may lead to retaliation on the part of the other party and damage to the 
relationship (Ziaullah, Feng, & Ahmad, 2015). In supply chain management, fair 
dealing with supply chain partners is often considered one of the means of keeping 
the chain vibrant and productive. This is because exploiting other partners in the 
supply chain or behaving opportunistically hurts overall supply chain performance 
as the aggrieved partners seeks to deliver suboptimal performance, or seek to employ 
retaliatory tactics over time (Y. Liu et al., 2012).  

The results obtained support hypothesis three, which proposed that social 
capital is positively associated with supply chain performance. The relationship 
between social capital and performance has been a subject of keen interest. Whereas  
Villena, Revilla, and Choi, (2011)   warns of a potential dark side to social capital, 
the majority of studies have tested and often obtained a positive relationship between 
social capital and performance measures (See e.g. (Gelderman et al., 2016; Leem & 
Rogers, 2017; C. H. Liu, 2017; Son et al., 2016; Zhang et al., 2020). From the 
perspective of social capital theory, these findings are not surprising as social capital 

in the buyer-supplier relationship manifests in the form of “intangible asset” 
(Nahapiet & Ghoshal, 1998) that aids relationship development and resource 
deployment to enhance performance outcomes. This has important practical 
implications as companies are becoming more and more embedded in a complex 
network of relationships (Son et al., 2016). Again, formal and informal collaboration 
and coordination, as well as interaction between colleagues, units and departments, 
create spillover effects that can improve working conditions and organizational 
performance (Leem & Rogers, 2017). 

As a contribution to this stream of literature, this study finds that social 
capital mediates the relationship between governance mechanism and supply chain 
performance. This result provides an extension to the work of Carey and Lawson, 
(2011), and further responds to calls for examining the mechanism through which 
governance mechanisms influence supply chain performance. Conceptually, the 
propositions of the TCE and social capital theory make it certain to expect this kind 
of relationship. As governance mechanisms increase the certainty with which parties 
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perform their obligations, it is expected that their relationships will improve and the 
social capital will increase. An increment in social capital is expected then to be 
associated with increased commitment and attention and resources to developing 
the exchange relationship and the resultant increase in supply chain performance.  

The study also found support for hypothesis five, which proposed that social 
capital mediates the relationship between organizational justice and supply chain 
performance. Similar to hypothesis four, combining the theory of organizational 
justice with the social capital theory provides a theoretical basis for expecting this 
relationship. First, the buyer-supplier relationship is built on the economic exchange 
expectations, where each partner expects to obtain a befitting reward for its offering. 
Thus, a party’s perception of whether or not they have been treated in fairness by 
the other party has a significant impact on the nature of future dealings, and 
subsequently social capital accumulation.  

Thus, justice perception can influence supply chain performance via the 
creation of social capital. In this case, it is expected that high perceptions of justice 
in the supply chain promote trust among the supply chain partners and this 
increases the commitment to deliver what is expected of them in the supply chain, 
leading to improved performance. Overall, this study has shown that organizational 
justice and governance mechanism are antecedents of social capital formation in 
buyer-supplier relationships and that supply chain performance may be improved 
by the level of social capital. 
 
5.0 Theoretical Implication 

This study has made significant contributions to scholarly knowledge on the 
antecedents and performance outcomes of social capital formation in buyer-supplier 
relationships. First, the study responds to calls to examine governance mechanism 
and organizational justice as antecedents to social capital formation in buyer-
supplier relationships. By so doing, this study extends the theories of organizational 
justice and transaction cost economics as potent standpoints of explaining the 
mechanism of social capital accumulation in supply chains.  

Second, this study has proposed and tested the indirect effects of governance 
mechanism and organizational justice on supply chain performance via the 
accumulation of social capital. This study is one of the few in the literature that 
simultaneously seeks to examine the antecedents and performance outcome of social 
capital formation in buyer-supplier relationships.  

Third, while social capital formation in buyer-supplier relationships has been 
a topic of interest among academicians, there is a dearth of studies on this research 
stream in Sub-saharan Africa. This contributes to this discussion from this context 
and offers empirical evidence on the proposed relationships.  

 
5.1 Conclusion  

Drawing on the organizational justice theory, transaction cost economics, and 
social capital theory, this study has examined the organizational justice perception 
and governance mechanism as antecedents of social capital formation, and the 
performance outcome thereof. Using a sample of 116 responding firms drawn from 
Accra, the study has developed and tested five propositions on the nature of the 
relationships among the variables using PLS-SEM implemented in SMART PLS 3. 
The study has shown that organizational justice and governance are positively 
related to social capital formation in the buyer-supplier relationships and that social 
capital is positively related to supply chain performance. Again, the study has tested 
and proven that social capital mediates the relationship between organizational 
justice and supply chain performance and that social capital also mediates the 
relationship between governance mechanism and supply chain performance.  
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5.2 Limitations of the Study 
This study examines the relationship between perceived justice, social capital, 

governance mechanism and firm performance. Despite providing important 
contributions towards a theoretical understanding of the antecedents and 
performance outcomes of social capital in buyer-supplier relationships, some 
limitations are outlined here. First, the study uses cross-sectional data, and this 
limits the ability of the study to make causal inferences on the relationships among 
the variables. Whereas cross-sectional studies can determine associations, its ability 
to make inferences is limited and longitudinal studies are preferred in that respect. 
Second, the study uses data from a single country context and this makes it difficult 
to generalize the findings to other countries in the African region. Third, several other 
antecedents of social capital in buyer-supplier relationships are worthy of study. 
However, this study only considers organizational justice and governance 
mechanisms.  
 
5.3 Recommendation for Further Studies  

This study has made a significant contribution to the literature on social 
capital formation in buyer-supplier relationships. However, there are still limitations 
and opportunities for further research that should be considered in the future. First, 
whereas the use of multiple industries in this study has offered higher grounds for 
generalizing the results, the nature of social capital formation may differ among 
industries. Thus, future studies need to conduct industry-specific comparative 
studies to advance knowledge on the nature of social capital formation in different 
industries. Second, this study has revealed important relationships between 
organizational justice, governance mechanism, social capital, and supply chain 
performance.  

However, since this is a cross-sectional study, its ability to infer causality is 
limited. Thus, future studies should undertake longitudinal research in the area to 
provide more concrete evidence of causality among the variables. Third, future 
studies should test the current model in other parts of the country or even better 
undertake a large-scale survey of firms in Ghana to provide further insights into the 
relationship. Fourth, future studies may modify the current model to include other 
important mediators and/or moderators that can enhance the explanatory power of 
the model. One such promising area is testing the potency of organizational distance 
as an antecedent of social capital formation.  

Finally, due to limited sample size and quest to achieve model parsimony, the 
analysis was done at the first-order factor level. Future studies should consider the 
various dimensions of governance, justice, and social capital at individual levels to 
advance knowledge in this area.   
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