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ABSTRACT
In this article, we examine the extent at which relationship management in downstream supply chain
predicts performance. Specifically, the paper assesses the extent at which collaborative and transactional
customer management predicts performance of selected pharmaceutical companies in Kampala. The
researchers employed case studies and cross-sectional research designs, which used a researcher’s made
questionnaire, for data collection. Data was analyzed using means and regressions, which were computed
using the statistical package for social scientist (SPSS). Findings revealed a high extent of relationship
management in downstream supply chain at an average mean of 4.23, as well as, high levels of
pharmaceutical performance at an average mean of 4.29. When these results were regressed, it was
indicated that, relationship management in supply chain highly predicts pharmaceutical performance in
Kampala (R2 value 74% and Sig. 0.014). The researchers therefore recommends managers, policy makers
and practitioners to give considerable attention in managing relationships within the downstream supply
chain, and in particular, ensure appropriate collaborations with customers. In this way, organizations
will retain their customers, increase sales levels and market shares, which will consequently improve
organizational performance.
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1. INTRODUCTION
The current economic realities of a highly volatile market and negligible or even negative
economic conditions, require enterprises to desist from traditional business practices that are ego
centric in nature, and employ sustainable practices of collaboration that enhance business
survival and growth in hard times [1]. Managing relationships in downstream supply chain has
been one of the most recommended contemporary business practices that organizations can
employ to achieve competitive advantage, especially in the current volatile markets and
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environmental conditions. Forging synergies, collaborating with customers and trading partners
is one most effective way of achieving high performance within an organization. Fiala (2004) as
cited by [29] argues that such strategic alliances promote efficiency, lower operational costs and
enhance supply chain visibility, which is crucial in mitigating supply chain problems or risks
that may impede the performance of any given organization. Similarly, [21] maintains that,
downstream relationship management not only lowers operational costs, but also helps mitigate
against the bullwhip effect. A problem commonly caused by lack of downstream or demand
information and irrational decision making in the supply chain process [15]. Collaborating with
customers as a key component of relationship management is one best way in which such a
problem can be mitigated. This is because collaboration increases demand information that can
support effective forecasting within the supply chain to allow control and strategizing against
such demand swings [12] which are responsible for the bullwhip effect thus improved
organizational performance.
The growth of many giant retail companies all over the world is mainly attributed to the way
such organizations manage their clients. Procter and Gamble for instance, forged a strategic
alliance with Wal-Mart to ensure that its products are brought closer to consumers markets; as a
result the two companies have grown from $375million since their relationship began in 1988 to
over $4billion today [18]. Similarly, companies like Tesco, Costco, and Cardinal Health have
grown large simply because they accord significant amount of attention to downstream
collaboration. Through collaborations and other forms of strategic alliances such companies
effectively improved their supply chain processes, which explains their success in terms of
business growth and expansion. [33] maintains that companies that embrace collaborations
within the supply chain network are more likely to enhance their operations to higher levels.
Unfortunately, in many developing countries, Uganda inclusive, companies do not give
considerable attention to downstream relationship management. This has been depicted in form
of low levels of technological integration that aid supply chain integrations and relationships.
[32] maintains that technological integration plays a pivotal role in promoting relationship and
integration within the supply chain network. Its absence therefore affects the management of
relationships within the supply chain process. [24] points out that technological integration in
Uganda is only at 6% among companies. This is too low to foster comprehensive country
collaboration or relationships among companies. Secondly, the limited absorption level of
information technology has been a major contributor to the low level of supply chain
development in many developing countries or continents like Africa. For instance, in Nigeria
and many other West African countries, companies easily abandoned new technological
integrations simply because they feel such technologies cannot address their needs on the
premise that they are not designed basing on the local needs of people, but rather adopted from
other external communities, societies or agencies [26]. This makes it inappropriate in solving the
needs of local companies, which has consequently made many companies reluctant to adopt
such technologies, thus poor supply chain integration, customer management and general
organizational performance. It is on the basis of such less integrated downstream supply chains
that this study sought to examine, why many organizations in developing countries, Uganda
inclusive, have not fully embraced relationships in downstream supply chain, yet they have been
known for promoting bulk purchasing, customers retention and downstream visibility whose
concepts are key in enhancing organizational performance.
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1.1

Research Objectives

To examine the extent at which relationship management in downstream supply chain predicts
performance of selected pharmaceutical companies in Kampala, Uganda. Specifically, the study
aimed at assessing the extent at which collaborative and transactional customer management
predicts performance of selected pharmaceutical companies in Kampala, Uganda.

1.2

Research Hypotheses

From the above objectives, the study hypothesized that; (1) relationship management in
downstream supply chain is not a predictor of performance among selected pharmaceutical
companies in Kampala; (2) collaborative customer management is not a predictor of
performance among selected pharmaceutical companies in Kampala; and lastly, (3) transactional
customer management is not a predictor of performance among selected pharmaceutical
companies in Kampala, Uganda.

2. REVIEW OF RELATED LITERATURE
2.1 Relationship Management in Downstream Supply Chain and Company
Performance
Relationship management is a process in which an organization(s) creates long-term
understanding with its customers or business partners for strategic value, whereas, downstream
supply chain, which is sometimes referred to as ‘outbound logistics’, involves salespeople,
customers service representatives, prospectors, account managers, and field support
telemarketers who place phone calls out to customers [35]. A combination of the two concepts is
what we are referring to as relationship management in downstream supply chain. [8] asserts
that, this type of relationship involves establishing and maintaining long-term bonds with
customers, rather than acting as if each sale transaction is a complete new encounter. Company
or organizational performance on the other hand, is the extent at which an organization achieves
its intended goals. When an organization meets its intended objectives sufficiently then
performance is considered to be good or above expectations, but if it fails then performance is
considered poor or below expectations. Therefore, proper management of downstream
relationships boast organizational performance in a number of ways, including but not limited
to; lowering marketing costs, encouraging bulk purchases among customers, and creating a
supportive atmosphere between the seller and buyers, which boasts organizational performance
in terms of increased sale and market growth. [11] asserts that downstream relationships help
reduce demand uncertainty, a primary factor in causing the bullwhip effect within the supply
chain process. Managers therefore ought to forge close relationships with customers in order to
control against unnecessary demand fluctuations through increased forecasting and visibility in
the supply chain. In addition, such collaborations will allow members of the supply chain to
effectively stock levels, control costs and increase demand planning hence improving
organizational competitiveness.

2.2

Collaborative Customer Management and Company Performance

Collaborative customer management is a system used to organize information about customers,
their needs, company information, and sales information [35]. It is a broad term, which covers
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all aspects of the way companies manage their relationships with downstream customers [34].
Collaborative customer management determines organizational performance in a number of
ways, including among others; enhancing buyer-seller understanding, increasing supply chain
visibility, downstream efficiency, which consequently leads to improved organizational
performance through increased sales, profitability and market assurance [14], [25], and [29].
Given these benefits though, it should be noted that, a collaborative management can sometimes
be detrimental to an organization, because confidential information can easily leak or be exposed
to a company’s competitors by its trading partners. If this happens, it can affect organizational
competitiveness hence leading to its collapse. Managers therefore, ought to take precautions
before sharing strategic information with their supply chain partners. Though most scholars
generally contend towards collaborative customers management, [2] points out that realizing it
may sometimes require an organization to invest heavily in information technologies, yet such
technologies are usually very expensive and require much in terms of staff sensitization, training
and orientation, which most organizations, especially those in developing country, like Uganda
cannot easily afford [25].
Talking of Uganda, very few companies can collaborate extensively with their clients. This is
because of the limited technological capacity that the country has [24]. Those few that are
technologically integrated mainly collaborate in terms of e-mail, fax technologies, and telephone
calling. This somehow is not sufficient. The need for high-tech collaborative systems like,
electronic data interchange and enterprise resource planning is paramount for effective supply
chain management. World over, the integration of technology power has been commended for
supporting economic growth. In light of this, the Ugandan pharmaceutical industry needs to
borrow a leaf from successful stories of companies like Wal-Mart, Tesco, Costco, and Cardinal
Health which have used technology to become global powers. Although some elements of eSourcing, and e-Collaboration were indicated in PINE Pharmacy, Fist Pharmacy and Boots
Pharmaceuticals it was minimal and was only restricted to making orders, tracking customer
stock levels and informing each other on new market developments. Nothing like detailed
customer consultations, joint planning and visits were indicated. Nevertheless, they have some
level of information interchange which is essential for the growth and development of any
supply chain. With these prospects, [11] maintains that the best way in which companies can
achieve competitive advantage is through forging synergies and alliances in order to increase the
flow of information amongst them. In this way, efficiency will be enhanced; certainty increased
in the supply chain, thus improved organizational performance.

2.3

Transactional Customer Management and Company Performance

Transactional customer management is a form of business dealing whereby a company or an
organization does not closely relate with its customers. It is sometimes known as arms-length or
adversarial customers management. This is because of the limited information exchange among
trading partners, discreteness in purchasing and non-reciprocal tendencies that are characterized
with little or no supportive arrangements between the seller and buyer [22]. Every company lives
on its own. [6] argues that, this kind of business approach is perhaps suitable for routine
purchases and not strategic intensions. Organizations that are therefore seeking competitiveness
need not to delve in this kind of relationship, which is ego centric in nature but rather engage in
strategic or collaborative customer management approaches, which encourage bulk purchase,
joint planning and assistance for each other. Unfortunately in Uganda, majority of the small and
medium enterprise (SMEs) are inclined to this kind of business practice [23] which explains the
limited growth of most SMEs within the country. A little different though, the pharmaceutical
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sector indicated a relatively high level of customer collaborative management, as compared to
transactional practices. Indeed, if compared with other sectors, the pharmaceutical industry has
recorded high proliferation in recent years with over 400 licensed pharmaceutical companies in
Uganda [28]. This is mainly attributed to the way the industry is managed and regulated by the
National Drug Authority. The authority should partly be credited for this growth because of its
role in streamlining the operations of pharmacies within the country. Secondly, the need for
increased visibility and minimized supply chain uncertainties in the pharmaceutical industry has
seen many companies collaborate and shun away from transactional business practices, which
limits information flow within the supply chain echelon.

3. RESEARCH METHODOLOGY
3.1

Research Design, Study Population and Sample Sizes

The study employed case studies and cross-sectional research designs to gather and analyses
data. Cross-sectional design for instance, was applied in form of collecting data from different
social settings or pharmacies, which was done at the same period of time, whereas case studies
were used to collect data in different units of analysis. This helped provide detailed data and
descriptions even though they were located in different social settings. The study samples were
determined using the [20] size determination formula. Data was mainly primary in nature and it
was collected using a five point researcher’s made likert scale questionnaire. The study mainly
used sample random sampling method to collected data. This is because respondents were
widely spread, as indicated in table A.
Table A: Showing the Population, Sample Size and Sampling Techniques of the Study
Categories of Respondents/
Pharmaceutical Companies
PINE Pharmacy
PAROMBO Pharmacy
VINE Pharmacy
ICON Pharmacy
FREICCA Pharmaceuticals
KAM CARE Pharmaceuticals
MIDAS Care Uganda
ESCORTS Pharmaceuticals
OCEAN Pharmaceutical
GOOD DAY Pharmacy
GITTOES Pharmaceuticals
FIRST Pharmacy
ABACUS Pharmaceuticals
PLANET Pharmacy
SUPREME Pharmacy
Boots Pharmaceuticals
Total

Population

Sample Size

Sampling Technique

15
10
35
20
25
15
10
15
18
20
30
15
25
25
10
15
303

15
10
28
18
24
15
08
12
18
17
24
15
13
24
10
14
265

Simple Random
Simple Random
Simple Random
Simple Random
Simple Random
Simple Random
Simple Random
Simple Random
Simple Random
Simple Random
Simple Random
Simple Random
Simple Random
Simple Random
Simple Random
Simple Random

Source: Primary Data Sampled using the Krejcie and Morgan Sampling Technique, (1970)
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3.2

Data Quality and Analysis

Before data collection, consultations were made from fellow lecturer and pharmacists to
validate the research instrument. After this, data was collected, coded and entered into
the SPSS. Validity test were performed between downstream supply chain relationship
management and company performance. The content validity index for relationship
management in downstream supply chain was 0.88, while that of pharmaceutical
performance was at 0.84. When the two indices were combined, it came to 0.86, which
was acceptable. When the content validity index of an instrument is above 0.70 then it
qualifies to be accepted as valid, [4]. Similarly, reliability tests were computed and the
Cronbach‘s alpha coefficient was 0.82, which was also acceptable. Further, Amin points
out that, when an alpha is equal to 0.5 or higher reliability is regarded to be sufficient.
To validate the instruments further, a factor analysis was performed on the two main
variables of study as follows; relationship management in downstream supply chain
indicated an average factor loading of 0.92, while that of pharmaceutical performance
was at 0.87, which was acceptable. In light of these tests, the extent of relationship
management in downstream supply chain and the level of pharmaceutical performance
were measured using means. Regressions techniques on the other hand, were used to
measure the degree at which, relationship management predicted pharmaceutical
performance. Numerical values and response modes were used to interpret the means as
indicated in table B:
Table B: Numerical values and response modes used to interpret the Means
Mean Range
Response Mode
Interpretation
4.30 – 5.00
Strongly Agree
Very High
3.50 – 4.20
Agree
High
2.70 – 3.40
Not Sure
Undecided
1.90 – 2.60
Disagree
Low
1.10 – 1.80
Strongly Disagree
Very Low
Source: Mabonga (2012).

4. FINDINGS
4.1

Relationship Management in Downstream Supply Chain

The extent of relationship management in downstream supply chain among pharmaceutical
companies in Kampala was high at average of 4.23. This was as due to very high results on
collaborative customer management as compared to the moderate extent of transitional customer
management as indicated in the subsequent sections.

4.1.1

Collaborative Customer Management

Results indicated a very high level of collaborative customer management among
pharmaceutical firms in Kampala, with an average mean of 4.37. This was attributed to very
high responses on the issues of; collaborative customer relationships helping the company retain
customers thus increasing sale levels and profitability (mean = 4.73), collaborative customer
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relationships helping the company increase their sales levels (mean = 4.64), the company usually
practices collaborative relationships with its customers (mean = 4.60), collaborative customer
relationships helps the company increase market shares (mean = 4.58), extending credit facilities
to customers with whom the company collaborative with (mean = 4.53), the company listens to
the complaints of its collaborative customers than the non-collaborative ones (mean = 4.46), the
company extends priority of service to collaborative customers as compared to those it does not
collaborate with (mean = 4.32), the company offers discount facilities to collaborative customers
even though they had not purchased in bulk (mean = 4.18), collaborative customers usually do
not make prompt payments when purchasing products from the company (mean = 3.84), and
lastly, delivery of services or products is rarely based on cash for the company’s collaborative
customers (mean = 3.81).

4.1.2

Transactional Customers Management

A moderate extent of transactional customer management was revealed among pharmaceutical
companies in Kampala, with an average mean of 4.09. This was due to moderate responses on
the issues of; transactional customers making prompt payment whenever they were purchasing a
given product from a company (mean = 4.58), delivery of services or products is based on cash
to the company’s transactional customers (mean = 4.47), the company practice transactional
relationship with some of its clients (mean = 4.40), the company offers discount facilities to
customers who purchase in bulk even if they are transactional purchasers (mean = 4.33),
transactional customer management helps the company increase its sales levels (mean = 4.21),
transactional customer management helps the company increase its market shares (mean = 4.04),
transactional customer management helps the company retain customers which in turn
increasing sale levels and profitability (mean = 3.94), the company extends priority of service to
transactional customers than those it collaborate with (mean = 3.81), the company listens to the
complaints of its transactional customers as compared to those it collaborate with (mean = 3.62),
and lastly, the company extends credit facilities to customers it does not collaborative with
(mean = 3.48).

4.2

Pharmaceutical Performance

The level of pharmaceutical performance in Kampala was also high at an average mean of 4.29.
This was because of very high responses on the level of market shares, as compared to the level
of sales management as follows:

4.2.1

Sale Management

Findings postulated a high level of sale management among pharmaceutical companies in
Kampala, with an average mean of 4.24. This was attributed to high responses on the issues of;
collaborative customers strategies always attracting more sale (mean = 4.65), company’s sales
levels increasing ever since it started the business (mean = mean = 4.62), company’s business
profits increasing over years as a result of increase in sales (mean = 4.59), the company always
meeting its sale targets (mean = 4.43), the company having enough capital invested to generate
desired profits (mean = 4.41), the company’s profitability margins commensurate with the sales
levels of the business (mean = 4.41), the company gives discount which attracts more sales
(mean = 4.38), the company sales are sufficient as to capital employed (mean = 4.35), the
company’s credit terms are in position to attract more customers (mean = 4.22), the company
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rarely receives bad debtors (mean = 3.91), and lastly, the company’s non-collaborative customer
strategies have always attracted more sales (mean = 2.62)

4.2.2

Market Share

A very high level of market share was showed among pharmaceutical companies in Kampala,
with an average mean of 4.34. This was as a result of very high responses on the issues of; the
number of our clients has been increasing over years (mean = 4.72), the products the company
deals in are always appreciated by its clients (mean = 4.69), collaborative customer strategies
have always attracted more customers (mean = 4.63), transactional customer strategies have
always attracted many customers (mean = 4.58), the customers the company serve always come
back to buy from it (mean = 4.58), the company has captured a substantial number of clients
from other regions (mean = 4.53), the company has an assured market for the products it deals in
(mean = 4.50), the company has business outlets in other regions (mean = 4.41), the company
has loyal customers whom it can depend on (4.37), there are many other businesses similar to
ours in the same area (mean = 4.30), the company believes it shall become market leaders with
time (mean = 4.23), the company believes its among the market leaders in the industry (mean =
3.90), the company has more customers than its competitors (mean = 3.82), and lastly, the
company has a substantial number of clients in Kampala than our competitors (mean = 3.52)

4.3

Measuring the Predictability amongst Study Variables

This section presents predictability of relationship management in the downstream supply chain
on the performance of pharmaceutical companies in Kampala. It also provides the relative
predictability of constructs like customer collaboration management and transactional customer
management on organizational performance as shown in table B.
Table B: Shows the Regression Model Summary of Relationship Management in Downstream
Supply Chain & Performance of Selected Pharmaceutical Companies in Kampala

Source: Primary Data
Relationship Management in Downstream SC (RMDSC)

Table B shows regression results on the first and main hypothesis of the study, which stated that,
relationship management in downstream supply chain, is not a predictor of performance among
Pharmaceutical. Findings revealed that, relationship management in downstream supply chain
positively and significantly predict performance of selected pharmaceutical companies in
Kampala with R2 value 74%, and Sig. value 0.014, which resulted into the rejection of the null
hypothesis. This implies that, 74% variability in pharmaceutical performance is explained by
relationship management in the downstream supply chain, while the remaining 26% is the
unexplained variables. The researchers therefore, conclude that, relationship management in
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downstream supply chain highly predicts performance among selected pharmaceutical
companies in Kampala.
Table C: Shows the Coefficients of the Study and how they predict Pharmaceutical
Performance in Kampala, Uganda

Source: Primary Data
Collaborative Customers Management (CCM)
Transactional Customers Management (TCM)

From table C above, results on the second and third hypothesis of the study are given. Beginning
with the second hypothesis which that, collaborative customer management is not a predictor of
performance among selected pharmaceutical companies in Kampala, Uganda. It was indicated
that, collaborative customer management positively and significantly predicts performance
among selected pharmaceutical companies in Kampala by an r2 value 76% and Sig. 0.031, which
resulted into the rejection of the null hypothesis. To digest this statistics further, one would say
that, 76% change in pharmaceutical performance is due to collaborative customer management.
The researchers therefore, conclude that, collaborative customer management highly predicts
performance among pharmaceutical companies in Kampala.
The third hypothesis stated that, transactional customer management is not a predictor of
performance among Pharmaceutical companies in Kampala, Uganda. Findings showed that,
transactional customer management positively and significantly predicts performance in
pharmaceutical companies in Kampala with r2 value 17% and Sig. value 0.018. This implies that,
17% of the variations in pharmaceutical performance can be explained by transactional customer
management practices. Despite rejecting the hypothesis, the extent at which, transactional
customer management predicts performance among pharmaceutical companies was observed to
be generally low. The researchers therefore, conclude that, transactional customer management
weakly predicts performance among pharmaceutical companies in Kampala, Uganda.

5. DISCUSSIONS AND RECOMMENDATIONS
5.1 Relationship Management in Downstream Supply Chain and Company
Performance
A high extent of relationship management in SC was indicated among pharmaceutical
companies in Kampala with an average mean of 4.23. When this result was regressed against
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pharmaceutical performance, it was revealed that, relationship management in downstream
supply chain highly predicts pharmaceutical performance in Kampala (R2 value 74%, and Sig.
value 0.014). This finding is in agreement with studies like [10], [30] and [31] conducted in the
line of downstream supply chain management. These provide clear justifications on the
influence of downstream supply chain management on organizational performance. However,
even though [27] also largely contends on the role of downstream supply chain management in
Uganda, she has some reservations on the practicality of managing relationships within the
country. This is in agreement with [23] who conducted a study on SMEs in Eastern Uganda, and
found out that, very many organizations were still bogged in transactional management of
business with limited collaborative tendencies. This is detrimental in achieving organizational
competitiveness because of the high costs associated in such business practices [12], [16] and
[22]. Managers are therefore encouraged to engage in collaborative practices that promote bulk
purchasing, supply chain visibility and forecasting hence effective demand planning, and
improved organizational performance.

5.2

Collaborative Customer Management and Company Performance

A high level of collaborative customer management among pharmaceutical companies in
Kampala was indicated with an average mean of 4.37. This was then regressed against
pharmaceutical performance, and it was revealed that, collaborative customer management
highly predicts pharmaceutical performance (r2 value 76%, and Sig. value 0.031). Similarly, [19]
conducted a study on a process oriented perspective on customer relationship management and
found out that, collaborative customer management practices strongly predict organizational
performance. This is in agreement with studies like [12], [17] and [25] who contend towards the
role of collaborative customer management in enhancing organizational performance. On a
negative note however, [30] observe that achieving a collaboration arrangement with your
customer may require an organization to invest in information technology. This is not easy for
most companies in the developing world due to costs associated with such installations. This
study therefore recommends managers to always find ways of moving at par with the rest of the
world. Yes, it is expensive to go technology, but this is the only way organizations can
effectively collaborate with their clients and remain competitive in the global arena.

5.3

Transactional Customer Management and Company Performance

A moderate level of transactional customer management among pharmaceutical companies in
Kampala was revealed with an average mean of 4.09. This was then regressed against
performance, and findings suggested that, transactional customer management weakly predicts
pharmaceutical performance in Kampala (r2 value of 17%, and Sig. 0.018). Although the
research hypothesis was rejected in this case, the level at which transactional customer
management predicts pharmaceutical performance was very weak. This suggests that, even if a
considerable amount of attention is devoted on transactional practices little is likely to be
realized in terms of organizational performance. This is because such transactional business
approaches do not appreciate long-term orientations that are known to foster mutual assistance
and problem solving between buyers and sellers [17]. Transactional business practices are rather
based on arm-length principles, which are known have limited information exchange between
buyers and sellers of goods and thus poor supply chain relations [16], [22]. In this regard,
managers are encouraged not to accord considerable attention on transaction business practices
since they have little to offer in terms of organizational performance, but rather devote enough in
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terms of collaborative customer management, which have proved viable in promoting bulk
purchasing, enhancing supply chain planning and visibility, and consequently, improved
organizational performance.

6. CONCLUSIONS
From the findings, the researchers concluded on the hypotheses as follows: (1) relationship
management in downstream supply chain highly predicts performance among selected
pharmaceutical companies in Kampala, (2) collaborative customer management highly predicts
performance among selected pharmaceutical companies and lastly, (3) transactional customer
management weakly predicts performance among selected pharmaceutical companies in
Kampala. In this regard, managers, decision makers and practitioners need to offer considerable
attention on managing downstream relationship, in particular, ensure appropriate collaborations
with their customers. This will help an organization(s) retain more of its customers, increased
sales level and market shares, thus improving organizational performance.
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