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GREENING THE ORGANIC SUPPLY CHAIN
IN THE CONTEXT OF RELATIONSHIP
MANAGEMENT

Abstract: The aim of this article is to determine the role of relationship management
in the context of greening the organic supply chain.

The introduction of environmental activities in supply chain management is a cur-
rent topic due to the increasing environmental awareness of final customers. Nowa-
days, the customer is the central link around which economic activity takes place.
As it is an inseparable element of a company’s success and its market position, it is
necessary to compete by taking care of customer satisfaction and loyalty in order to
build long-term customer relationships which might be dependent on relationships
with suppliers.

Firstly, the concept of greening the organic supply chain is presented. Secondly,
the possible role of relationship management is outlined. The authors focus on re-
lationships with suppliers and customers with special interest on the perspective of
organic food distribution companies. Next, the research methodology is described.
Finally, the results, conclusions and recommendations for future research are given.

Anticipated results refer to premises of greening the organic supply chain in the
context of managing relationships with suppliers and customers. The following scien-
tific methods were used: literature analysis and a survey performed using a Computer
Assisted Telephone Interview and an Individual In-depth Interview.
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ZAZIELENIANIE ORGANICZNEGO EANCUCHA DOSTAW
W KONTEKSCIE ZARZADZANIA RELACJAMI

Streszczenie: Celem tego artykutu jest okreslenie roli zarzadzania relacjami w kon-
tekscie zazieleniania tanncucha dostaw ekologicznej zywno$ci.

Wprowadzenie dziatan srodowiskowych w zarzadzaniu fancuchem dostaw stanowi
aktualny temat ze wzgledu na rosnaca swiadomos¢ srodowiskowa odbiorcéw konco-
wych. W dzisiejszych czasach klient jest centralnym ogniwem, wokét ktérego odbywa
sie dziatalno$¢ gospodarcza. Poniewaz stanowi on nieodtaczny element sukcesu firmy
ijej pozycji na rynku, konieczne jest konkurowanie dtugoterminowych relacji poprzez
dbanie o jego satysfakcje ilojalnos¢, ktére moga by¢ zalezne od relacji z dostawcami.

Na poczatku przedstawiono koncepcje zazieleniania tancucha dostaw ekologicznej
zywnosci. Nastepnie opisano role, jaka moze odgrywacé zarzadzanie relacjami. Autorzy
koncentruja si¢ na relacjach z dostawcami i klientami, ze szczegélnym uwzglednie-
niem perspektywy przedsi¢biorstw zajmujacych si¢ dystrybucja zywnosci ekologicz-
nej. Dalej opisano metodologie badan. Na koniec podano wyniki, wnioski i zalecenia
dotyczace przyszlych badan.

Oczekiwane rezultaty dotycza przestanek zazieleniania fancucha dostaw ekolo-
gicznej zywnosci w kontekscie zarzadzania relacjami z dostawcami i klientami. Za-
stosowano nastepujace metody naukowe: analize literatury i ankiete przeprowadzong
przy wykorzystaniu techniki wywiadu telefonicznego wspomaganego komputerowo
oraz indywidualnego wywiadu poglebionego.

Slowa kluczowe: fancuch dostaw ekologicznej Zywnosci, zazielenianie fancucha
dostaw, zarzadzanie relacjami z klientami, zarzadzanie relacjami z dostawcami.

Introduction

Increasing customer expectations and legal regulations result in the improve-
ment of business activities regarding the environment, including those in-
volving cooperation and collaboration with suppliers and customers in the
supply chain, including greening practices in the organic supply chain. This is
crucial due to the key importance of the agri-food sector to the EU economy
(TIakovou, Vlachos, Achillas, & Anastasiadis, 2014, p. 1). As far as the matter
of relationship management is concerned, the importance of this concept was
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indicated in the food supply chain by Folinas, Aidonis, Triantafillou, & Malin-
dretos (2013, pp. 416-417) and in the organic food supply chain by Kottila and
Ronni (2008, p. 376). The main goal of this article is to determine the role of
relationship management in the context of greening the organic supply chain.
In order to do so, we need to take into account the environmental aspect of
greening the supply chain, supplier relationship management and customer
relationship management.

1. Greening the organic supply chain

Green practices have been conducted by many enterprises for many years.
This led to environmental cooperation between suppliers and buyers in many
links of the supply chain. Srivastava defined Green Supply Chain Management
(GSCM) as “integrating environmental thinking into supply-chain manage-
ment, including product design, material sourcing and selection, manufac-
turing processes, delivery of the final product to the consumers as well as
end-of-life management of the product after its useful life” (Srivastava, 2007,
pp- 54-55). GSCM includes such fields, as: internal environmental manage-
ment, environmental performance management, environmental collaboration,
environmental supplier evaluation, green purchasing and green information
systems and eco-design.

Green, Zelbst, Maecham, & Bhadauria (2012, p. 299) argued, that one of the
strategic imperatives of GSCM is the adoption of environmental sustainability
in order to develop processes and deliver products and services in a way that
is environmentally friendly and communicated throughout all levels of the
organization. They also state that cooperation with customers might directly
impact environmental performance.

Diabat and Govindan (2011, p. 665) provided a partition of drivers of
implementing GSCM: certification of suppliers environmental management
system, environmental collaboration with suppliers, collaboration between
product designers and suppliers to reduce and eliminate product environ-
mental impacts, government regulation and legislation, green design, ISO
14001 certification, integrating quality environmental management into the
planning and operation process, reducing energy consumption, reusing and
recycling materials and packaging, environmental collaboration with custom-
ers and reversed logistics.

The significance of an environmental management system - in this case
ISO 14001 - in GSCM is supported by the study performed by Darnall, Jolley,
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& Handfield (2008, p. 42). It is shown, that organizations that implement ISO
14001 are more likely to implement GSCM practices.

Every driver is the subject of cooperation or collaboration between supplier
and customer. Zhu, Sarkis and Lai (2008, p. 12) underlined the importance
of external GSCM, understood as relationship management with suppliers
and customers aiming at fulfilling GSCM goals. Sarkis (2012, pp. 209-210)
identified five flows present in GSCM: a flow of materials, services, finances,
information and waste. He also expressed (Sarkis, 2012, pp. 203-204) the
significance of relationships with suppliers and customers in managing those
flows.

Tundys and Rzeczycki (2015, p. 46) argued, that organic food supply chains
involve local producers collaborating in order to promote their products on
local markets. This might result in decreasing the costs and environmental
impacts of transport and distribution. The weakest point of greening the
supply chain is its cost-efficiency (Testa and Iraldo, 2010, p. 961) and the
higher price of the final product (Ghosh and Shah, 2012, p. 578). The low
cost-efficiency of greening the supply chain may derive from the high cost
of recycling (Srivastava 2007, p. 59). However, cost savings are seen as one of
the major benefits of greening the supply chain (Rao & Holt, 2005, p. 912).
The question that remains to be answered is regarding the possibilities of
achieving reliable cost-efficiency of the green supply chain.

High prices were also identified as hindrances of the growth of the organic
food market by Kottila and Ronni (2008, p. 377). Furthermore, environmen-
tal aspects are pointed out as one of the main reasons for customers to buy
organic food (Sirieix, Kledal, & Sulitang, 2011, p. 676).

2. Supplier relationship management in organic supply chain

In the light of greening the supply chain, the significance of the process of sus-
tainable development, including the social and environmental responsibility
of supply chains, has been identified. (Urbaniak, 2014, pp. 52-61). While the
organic food market has not reached the maturity level, its growth and devel-
opment give substantial opportunities (Dovleac, 2016, p. 325). According to
the literature the following problems in organic supply chains could be seen:
high operating costs, lack of alignment between supply and demand, poor reli-
ability of supply, lack of collaboration among chain members, different values
and motivation among different actors in the chain, and lack of information
flow (IFOAM, 2016). Referring to the concept of greening supply chains, the
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supplier relationship management could play the role to improve this collabora-
tion on the strategic level by helping to establish common environmental goals,
motives and manners. More precisely a company can, for example, seek sup-
pliers and cooperate with those, how low energy, water and soil consumption
(Blome, Hollos, & Paulraj, 2014, pp. 32-49), ask suppliers to commit to waste
reduction goals (Ocicka & Razniewska, 2018) or participate in the eco-design
of products for disassembly, recycling or reuse (Sarkis, 2014, p. 10). From the
strategic point of view, the management of supplier relations has an impact on
the competitiveness and value of enterprises (Blaskovich et al., 2014, pp. 33-36).

In the wake of supply chain environmental performance excellence the
supplier development concept is prominent. Companies can engage in close
cooperation for the greening of its supply chain with a limited number of
suppliers, rather develop than abandon suppliers if they do not meet the set
environmental standards and provide suppliers with capital for new invest-
ments in green technology and acknowledges suppliers’ ecological perfor-
mance through training along with others and awards (Blome et al., 2014,
pp- 32-49). The following operations can be implemented: visiting supplier
plants and helping them to improve environmental performance, timely and
frequent communication on green performance matters and acknowledging
green supplier performance (Krause and Scannell, 2002, pp. 13-21). Moreover,
sustainable reporting is as an instrument of performance management in all
economic sectors, including organic food retailers (Luki¢, 2016, p. 149). It is
important especially in long channels like retail chains, where one company
can be a leader for example in greening the supply chain. For organic food,
this kind of distribution system adds value through price and high distribu-
tion intensity. Whereas, short channels like (direct from producers) add value
through their production methods and sustainable practices (Hamzaoui-
Essoussi & Zahaf, 2012, p. 145).

3. Customer relationship management in the organic supply
chain

Current conditions and changes in the market require more commitment
from companies, and more intensified and conscious adaptation to the needs
of customers. Organizations need business supply activities to maximize the
customer base and gain a competitive advantage in the market. It is impor-
tant to understand that the logistics contribute to customer satisfaction by
fulfilling the customer needs in the best possible way. Retailers used to be
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intermediaries in the supply chain and played rather a passive role. Now we
can observe a power shift from manufacturers to retailers because of various
value additions offered by retailers (Ramanathan et al., p. 2017b).

In relationship marketing, the perception of the product changes. In the
traditional approach, the product is one of the marketing instruments that
is shaped according to the needs of customers. However, in partner market-
ing, the relationship is the product. As Kotler (2018, p. 70) mentions - smart
companies do not sell products, they sell benefits packages. They do not only
offer purchase value but the value of use. Kotler believes that “customer values
represent all the benefits it can bring when purchasing and using a product
or service” (Kotler, 2018, p. 70). It is a general and capacious way of perceiv-
ing values - through the prism of material and non-material benefits that are
widely understood and perceived by the client. A more specific approach to the
issue of value for the client is presented by Doyle, who indicates that creating
value for the client must take into account three principles (Doyle, 2003, p. 85):
- the customer chooses the supplier, which in his opinion will offer him the

greatest value;

- the main motive for the customer is the ability to meet the need (solution
to the problem), not the product itself;

- it is better to build long-term relationships rather than individual tran-
sactions.

Customer’s value, in the understanding of Doyle, depends on its subjective
assessment by the buyer. The customer, based on this assessment, chooses
the supplier who will provide him with the highest value. Understanding
the value goes beyond the product or service. It is not the product itself that
motivates the customer to choose a given seller but the ability to meet the
need. Much more beneficial, from the point of view of value for the customer,
are long-term relationships established with the supplier rather than single
transactions (Doyle, 2003, p. 85). “In the modern world, the client must be
appreciated for his skills, knowledge, lifestyle, interests, for what and who he
loves, etc. The client needs to experience something new, learn how to teach
himself and others, including the company he is already bound or wants to
bind” (Krawiec, 2016, p. 50).

The Internet takes a special place in managing customer relationships.
According to Czarniewski (2014, p. 38), ,the use of modern information tech-
nologies gives a new dimension to the company’s relationships with clients [...]
The Internet has become a space enabling multilateral communication, search-
ing for information, entering into transactions and even co-creating value”
Companies decide more and more to build relationships with their partners
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on the Internet. Customers make use of the internet to preview retailers and
their products. This behaviour represents an entirely different experience to
shoppers who prior to the internet age, could only gain an insight by actually
going to the store (Ramanathan et al., 2017a).

Thanks to mobile technologies, a company can now be aware of the client’s
context and knowledge of contact aspects such as: the device used by the cli-
ent, its location, products and forms that he/she viewed before establishing
a connection with a consultant, and increase work efficiency (Forbes, 2015).
Technology provides the ability to retrieve accurate information about con-
sumer purchasing behaviour and thus allows for more precise communication
with them. With the emergence of the Internet and huge information resources
in the form of comments, posts and other forms of activity, new methods of
research are becoming more important - netnography (community research
using social media) or iterative experiments in which a significant role is
played by social networks (they enable the involvement of a group of users)
(Stupinska & Szwaijlik, 2018, p. 93). The collected data and then its thorough
analysis, allows formulating a response to the needs and expectations of cus-
tomers and introducing valuable changes not only in the product but in the
whole marketing strategy.

The use of the Internet has improved the research process, first of all it
made it possible to reach the surveyed group, and also shortened the time
of obtaining information from users, which is a key element determining
the efficiency of the innovation development process (Stupinska & Szwajlik,
2018, p. 95). A company can carry out the analysis of the created product at
every stage, properly shape it, and consult the process with the target group.

Therefore, the approach to building relationships also changes. This created
a new wave of customer loyalty patterns to retain present customers and also
to attract new ones. Further to the introduction of loyalty schemes pressing
the need to analyse customer data to enhance business benefits in terms
of creating sales and designing services. This analysis has helped to create
a clear connection between operational planning and marketing strategies
(Ramanathan & Ramanathan, 2013).

The Internet gives more opportunities to build relationships with clients
but also to manage the entire long-term process. In the group of 121 surveyed
companies, the largest number of respondents (98%) indicated online advertis-
ing (Google Ad words, Facebook Ads, etc.) as the element that has the greatest
impact on building customer loyalty. It is also a tool used by respondents most
often (58% of companies). For the most effective tools, chosen in the process
of building loyalty, the surveyed companies consider (most often), content
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marketing (e.g. in the form of a blog), in second place - 75% of companies
and in fifth-place social media (maintaining a company profile on social
networking sites) — in 70% of companies. It is worth noting that thanks to
the digitalization of the 21st century, one unsatisfied customer generates the
opinions of hundreds, or even thousands of potentially dissatisfied custom-
ers, which affects the opinion about the company. Likewise, the reputation
of satisfied people on the web spreads. This transfer of information on the
Internet is almost instant and goes to the thousands of people who rely heavily
on the opinion of friends, family, loved ones and sometimes even strangers.
Such openness results in people distributing the brand. That is why the proper
building of the basics of gratitude economics and effective branding on the
Internet can bring us many benefits.

To summarize, the customer relationship management of today is mainly
related to online and mobile marketing and communication. This also applies
to the organic food supply chain.

4. Research methodology

The goal of the study was to identify the premises of greening the organic sup-
ply chain in organic food distribution companies. The research method used
in this paper is a survey. The research technique used is a Computer Aided
Telephone Interview. The study was conducted on a group of 120 companies
that distributes organic food in Poland and that employ more than 10 people.
The respondents were selected from personnel responsible for environmental
cooperation with suppliers, e.g.: quality managers, sourcing managers, etc.
The study was conducted in the fourth quarter of 2017.
The research questions were the following:
1. Do organic food distribution companies plan their environmental goals?
2. Do organic food distribution companies monitor their environmental
impacts, e.g. use of fuel and energy?
3. Do organic food distribution companies monitor the environmental im-
pacts of their suppliers?
4. Do you reduce your environmental impacts according to the listed areas?
There are several possibilities of the reduction of environmental impacts
listed in question 4:
- reduction of fuel usage,
- reduction of energy usage,
- reduction of the usage of packaging materials.
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The surveyed companies that answered positively were also asked about
the scope of significance. The main hypothesis is the following:

There is a relationship between monitoring the environmental impacts
of the company and monitoring the environmental impacts of its suppliers.

Those questions are supposed to illustrate the premises of greening the
organic supply chain. It can be assumed, that companies answering positively
for all those questions will provide the right conditions for greening the sup-
ply chain.

5. Results

The results of the study regarding research questions are presented in Table 1.

Table 1. Results of the study I

. Answers (%)
Questions

Yes No
1. Do organic food distribution companies plan their environmen- 45 55
tal goals?
2. Do organic food distribution companies monitor their environ- 33 67
mental impacts, e.g. use of fuel and energy?
3. Do organic food distribution companies monitor the environ- 26 74
mental impacts of their suppliers?
4. Do organic food distribution companies reduce environmental 27 73
impacts according to the listed areas?
Answer “YES” to all four questions 13 87

The detailed results of the study regarding research question no. 4 and in-
cluding only answers given by companies that answered positively are shown
in Table 2. Results of the study II.

No more than 50% of the surveyed companies either plan their environ-
mental goals, monitor the environmental impacts of their own or of their
suppliers or reduce their environmental impacts. Nevertheless, in every case,
more than 25% of the surveyed companies perform at least one of the de-
scribed activities. However, only 13% of the surveyed companies gave positive
answers to all four questions. It means, that 13% of the surveyed organic food
distribution companies provide the supposed right conditions for greening
their supply chain. Furthermore, the majority of companies that answered
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Table 2. Results of the study II

Area of reduction Scope of significance (%)
of environmental No significance (we
impact Major significance | Minor significance | do n({t reduce this
impact)
Reduction of fuel 79 18 3
usage
Reduction of energy 76 21 3
usage
Reduction of the 79 18 3
usage of packaging
materials
Table 3. Chi-Square Tests
Asymptotic . .
Vaue | df | Sgnificance | BRctSE | BuactSig
(2-sided)
Pearson Ch-Square 34,413* | 1 0,000
Continuity correction®| 31,725 | 1 0,000
Likelihood ratio 32,134 | 1 0,000
Fisher’s Exact Test 0,000 0,000
N of valid cases 120

*0.0% cells (0) have expected count less than 5. The minimum expected count is 8,45.

® Computed only for a 2x2 table.

positively to question no. 4. described their scope of the significance of the
reduction of an environmental impact as being major.
Calculations related to verification of the hypothesis are given in Table 4.

Table 4. Monitoring environmental impacts

Monitoring the environmental
impacts of the company (%)

Yes No
Monitoring the environmental Yes 68 32
impacts of the suppliers No 13 87

In the group of companies that monitor the environmental impact of their
suppliers, 68% of companies monitor their own environmental impacts and
32% do not. In the group of companies that do not monitor the environmental
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impacts of their suppliers, there are statistically fewer organizations that use
the environmental impact measurement (13%) than those who do not use
such measurements (87%) and statistically significantly less than in the group
that performs such an activity (by 55 percentage points).

Conclusions and recommendations for future research

There were several assumptions regarding an organic food distribution com-
pany ready to green its supply chain. Only 13% of the surveyed companies
tulfilled all of them. Given that, only 13% of the surveyed companies are able
to green its supply chain at the time of research. However, there are statistically
more companies that monitor both their own environmental impacts and
those of their suppliers (Pearson’s Chi-square 34,413). Those organizations
possess the information necessary to set joint environmental goals with their
suppliers and might develop stronger relationships and build partnerships.
There is no reason to undermine the accuracy of the hypothesis. One question
that remains unanswered is: will companies disclose information necessary
to build a green supply chain?

There is one main recommendation for future research: study regarding
environmental cooperation and collaboration in the organic food supply chain
that will reveal the scope of joint activities between different supply chain
participants, including the use of different relationship management tools.
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