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A B S T R A C T   

Vendor relationship management (VRM) is a software tool that helps to provide seamless connectivity between 
buyer and supplier. With the rapid development of information and communication technology (ICT) most firms 
have migrated to electronic VRM (EVRM) capability. Only a few studies have examined how EVRM can impact 
the dynamic B2B capability of firms that combine technological and social innovation in support of transitions 
and the achievement of business goals. There are also very few interdisciplinary studies using a range of per-
formance matrices to explore the relationship between firms' dynamic B2B capabilities and their sustainability 
performance, mediated through their various sustainable growth opportunities. In this context, this study aims to 
develop an integrative model for B2B EVRM capability and firm sustainability. With the help of dynamic 
capability view (DCV) theory and related literature, a theoretical model is proposed. This model was later 
validated using the covariance-based structural equation modeling technique (CB-SEM), in considering 378 re-
sponses from Indian firms. The study has three main findings. First, EVRM capability significantly and positively 
impacts B2B dynamic relationship capability between the firm and the vendors. Second, B2B dynamic rela-
tionship management capability has a significant and positive impact on firms' sustainability performance 
mediated through the financial, environmental, and operational performance of the firm. And third, Environ-
mental dynamism (ED) plays a significant role as a moderator, influencing B2B dynamic relationship manage-
ment capability.   

1. Introduction 

Business analysis is interdisciplinary in nature. In such research, 
scholars use several theories and models to interpret the business ac-
tivities of firms. Researchers examine business activities through the 
lenses provided by disciplines such as sociology, economics, manage-
ment, and psychology (Lindgreen et al., 2020). Digital technologies are 
exerting increasingly strong direct impacts on moves by businesses to-
wards a sustainable economy (Kristoffersen et al., 2021). This type of 
interdisciplinary research combines concepts, ideas, frameworks, and 
methodologies from various disciplines, which helps to generate novel 

ideas and knowledge and thus widens the scope of research (Markovic 
et al., 2021). The present study adopts an interdisciplinary research 
approach to chart its potential in the B2B marketing context. It develops 
an integrative model for B2B electronic vendor relationship manage-
ment (EVRM) capability and firm sustainability. There is a business 
process that uses the help of external providers in delivering products 
and services to client firms. These external providers are called vendors. 
These processes and practices are known as vendor relationship man-
agement (VRM) activities. This special type of business activity is 
assisted by software tools that help client firms to engage with the 
vendors. The B2B relationship through VRM practices helps both client 
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firms and vendors to improve their business relationship management 
activities. The VRM is considered an important business process: it im-
proves service quality and helps both of the firms involved to minimise 
their costs (Faisal and Raza, 2016; Rajaeian et al., 2017). 

Globalization is bringing about great changes in society, which must 
adapt to new digital technology (Ghosh et al., 2021; Skare and Soriano, 
2021). The rapid development of information and communication 
technology (ICT) has motivated firms to improve their electronic VRM 
(EVRM) capability. The EVRM capabilities of client firms involved in 
B2B relationship management with their vendors have been highly 
valued for the enhancements they have brought to their business ac-
tivities (Levina and Ross, 2003; Vargo and Lusch, 2011; Ahimbisibwe 
et al., 2017). EVRM activities have strengthened relationships between 
suppliers (vendors) and buyers (client firms), helping them both to 
establish an environment of trust that favours business growth (Su et al., 
2016; Hensel et al., 2021). In recent years, the evaluation and man-
agement of suppliers have increased exponentially, driven by the need 
for strategic sourcing and customer satisfaction (Araz and Ozkarahan, 
2007). 

When client firms deal with vendors, they must sense, seize, and 
transform their abilities to select appropriate vendors in order to be able 
to address the volatile and dynamic market environments (Whitaker 
et al., 2010; Narayanan et al., 2011; Singhal et al., 2020) with the help of 
vendors. This idea accords with dynamic capability view (DCV) theory 
(Teece et al., 1997). The business style of client firm with EVRM activ-
ities is seen to impact the sustainable growth ability of client firms, to 
ensure their profitability and to fulfil their commitments to society and 
the environment (Kim and Seo, 2021; Chatterjee et al., 2021). The 
sustainable growth opportunities mainly comprise the improvement of 
the firm's financial, environmental, and operational ability to impact its 
sustainable performance. The client firms' dynamic ability to work 
effectively with their vendors depends on the dynamism of the external 
environment (Chen et al., 2015; Hernández-Trasobares and Murillo- 
Luna, 2020; Piccolo et al., 2021; Malyy et al., 2021). Prior studies 
have discussed how a turbulent external environment can improve or 
destroy a firm's critical competencies (Afuah, 2001; Teo and Liu, 2007; 
Wamba et al., 2019). There are limited studies that show how the 
EVERM capabilities could impact the firms' sustainable performance by 
improving the intermediate contextual factors like sensing, seizing, and 
transforming capabilities. Also, not many studies are available that show 
how by improving firms' different performance matrices under the 
moderating influence of environmental dynamism (ED) a firm can 
improve its sustainability performance. Therefore, the aim of this 
interdisciplinary study is to address the following research questions 
(RQs). 

RQ1. : What are the impacts of EVRM capability on the B2B relationship 
management between client and vendor firms in a dynamic business 
environment? 

RQ2. : Is there any moderating impact of environmental dynamism be-
tween EVRM capability and firms' B2B dynamic relationship management 
capability? 

RQ3. : How could EVRM capability influence firms' sustainability perfor-
mance under varied contextual conditions? 

These RQs are capable of being addressed on the basis of 378 re-
sponses from the employees of firms based in India. The theoretical 
model so developed was tested by covariance based structural equation 
modeling analysis. For theoretical substantiation of the empirical find-
ings, the DCV theory was used to explain the direct implications of the 
firm's EVRM capability for its B2B relationship management and the 
contextual conditions under which EVEM capability can be used to 
improve the firm's sustainability performance. 

The remaining parts of the article are arranged as follows. Section 2 
presents background studies followed by theoretical underpinning and 
development of hypotheses in Section 3. Next, Section 4 presents 

research methodology followed by analysis of data and results un Sec-
tion 5. Thereafter, Section 6 presents implications and limitations with 
future scope. The article ends with a comprehensive conclusion in Sec-
tion 7. 

2. Background studies 

Vendor relationship management (VRM) helps the firms involved in 
B2B relationship management to effectively manage the relationship 
between client firms and vendors by introducing reliable practices and 
procedures by which they will interact (Michaelidou et al., 2011; 
Majumder et al., 2017; Bhattacharjee et al., 2021). The interactions 
between the vendor and client firms help the vendors to know the need 
of their client firms (Sharma et al., 2016; Vrontis et al., 2020; Wang 
et al., 2020). If the vendors supply the key products and services, it is 
essential that client firms invite the vendors to strategic meetings about, 
for example, the qualities required of the products and services (Bullen 
et al., 2017; Dasanayaka et al., 2020). The reason for the meeting with 
the vendors is that they are seen as critical suppliers who can make the 
products and services better and cheaper (Chatterjee, 2018; Cleary and 
McLarney, 2019; Nguyen et al., 2020). Vendor management seeks to 
establish a long-term B2B relationship between vendor and client firms, 
to ensure short-term gains and managerial cost savings (Chatterjee, 
2015; Hamidi and Moradi, 2017). Client firms must be able to establish 
long-term relationship with the vendors, as this helps to increase trust, 
preferential treatment, and long-term shared accountability for the 
success of the business (Payan et al., 2016; Thrassou et al., 2021a, b; 
Rasool et al., 2021; Leung et al., 2022). 

In selecting the best vendor for a particular product or service, the 
client firm must be able to sense the dynamic characteristics of the 
market and therefore be able to assess the core competencies of the 
vendors, including their methodology of development and discrimina-
tion and personal development, which all contribute to the success of the 
business (Levina and Ross, 2003; Chatterjee, 2019b; Ghosh et al., 2019). 
The impact of social capital and the creation of collaborative knowledge 
based on e-business proactivity should also be considered, especially in 
the aftermath of the COVID-19 pandemic (Al-Omoush et al., 2020; 
Sheshadri et al., 2020). This process is accelerated if the client firm gets 
involved in electronic VRM activities (EVRM) (Sharma et al., 2016; 
Tamilmani et al., 2021; Basile et al., 2021). 

Client firms must be able to sense, seize, and transform the available 
resources and improve their businesses in order to allow them to weigh 
the vendors' delivery competency, relationship ability, and transforming 
abilities. These are the qualities that make for good performance in the 
prompt, high-quality supply of products and services to client firms 
(Thakur-Wernz and Wernz, 2020). EVRM capabilities depend on several 
interdependent factors which need to be well managed for high per-
formance, and for this, high levels of integration ability are required 
between client firms and vendors (Kar, 2018). For effective EVRM 
capability, client firms need to develop their internal and external 
integrating capabilities (IIC and EIC) (Chang et al., 2016). IIC refers to 
the client firms' ability to adjust the internal dynamic capabilities that 
help them manage collaborative and synchronised processes (Zhao 
et al., 2011; Vrontis et al., 2021a). EIC refers to how successfully client 
firms can partner with the vendors to improve their developmental ac-
tivities efficiently in the dynamic business environment. 

EVRM activities also help client firms to integrate better the man-
agement of their B2B relationship with the vendors and thus ensure the 
firms' capacity for sustainable growth by improving the client firms' 
financial, environmental, and operational performance (Matschoss and 
Repo, 2020; Lichtenthaler, 2021; Vrontis et al., 2021b). Changes in the 
external environment impact the functionalities of both client firms and 
vendors due to the unpredictability of the situation (Schilke, 2014). 
Environmental dynamism is therefore perceived to affect the dynamic 
abilities of the firms and to impact their overall sustainable performance 
(Chen et al., 2015; Nedjah et al., 2022). 
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3. Theoretical underpinning and development of hypotheses 

3.1. Theoretical underpinning 

Firms' abilities are considered as highly valued attributes (Schreyögg 
and Kliesch-Eberl, 2007). The extant literature clearly distinguishes 
ordinary capabilities from dynamic capabilities (Teece, 2012). Ordinary 
capability is also called the resource base of the firm (Pezeshkan et al., 
2016) which helps a firm to undertake the functions essential for its 
routine tasks, including administrative, operational and governance- 
related functions (Teece, 2014). But in order to address a dynamic 
external business environment a firm needs dynamic capability, a sense 
of which is imported from dynamic capability view (DCV) theory (Teece 
et al., 1997). The DCV is interpreted as a “high-level routine (or 
collection of routines) that, together with its implementing input flows, 
confers upon an organization's management a set of decision options for 
producing significant outputs of a particular type” (Winter, 2003, p. 
991). The study by Ciasullo et al. (2020) demonstrates the importance of 
multi-level governance for achieving sustainable innovation in smart 
communities. When the client firm is engaged in collaboration with its 
vendors in the dynamic business environments, it must be able to use its 
EVRM capability in responding properly to the changes in the external 
business environment in order to identify the business opportunities 
open to both partners (Mikalef and Pateli, 2017). In such a situation, 
when environmental dynamism is perceived to be dominant, the client 
firm needs both EVRM capability and some other particular dynamic 
abilities. These include the ability to adjust its activities with the vendors 
in order to reduce costs and increase profitability, and to help it to 
determine the best time for aligning and realigning with core internal 
and external available resources (Wu, 2010; Wilden et al., 2013; Teece, 
2014). The client firm engaged in B2B relationships with vendors must 
have the dynamic abilities needed address the changes caused by envi-
ronmental dynamism. The dynamic capability of a firm is interpreted as 
its “ability to integrate, build, and reconfigure internal and external 
resources/competencies to address and possibly shape, rapidly changing 
business environments” (Teece, 2012, p. 1395). 

The three dimensions of dynamic capability are sensing capability, 
seizing capability, and reconfiguring or transforming capability (Teece, 
2014). The client firm must be able to sense threats and seize opportu-
nities (Wilden et al., 2013) and then rapidly reconfigure its resource 
base to capture business values from these opportunities. In this context, 
EVRM capability is considered a dynamic capability. The definition of 
EVRM capability is expanded to the three capabilities of sensing, seizing, 
and reconfiguring capabilities. 

It is argued that environmental dynamism can affect the dynamic 
capability of EVRM, and therefore these three strengthened dynamic 
capabilities. This, in turn could impact the company's financial, envi-
ronmental, and operational performance, that is its potential for sus-
tainable growth. 

3.2. Development of hypotheses 

From the studies of literature and theory, we can identify the 
contextual factors by which the EVRM capability could impact the firm's 
sustainability performance. These factors will be explained here, and 
attempts will be made to develop some hypotheses helpful for proposing 
a theoretical model. 

3.2.1. EVRM capability (EVC) 
The business activity in which external service providers are used for 

delivering different products and services to client firms is called vendor 
relationship management (VRM). The external service providers are 
called vendors. This process has been used for a long time in order to 
improve service quality and could lower the business costs, as a valuable 
integrative strategic alternative to specializing in core competencies 
(Faisal and Raza, 2016; Rajaeian et al., 2017; Chatterjee, 2019a). With 

the rapid progress of information and communication technology (ICT), 
most firms have migrated to electronic VRM (EVRM) capability. The 
EVERM tool is considered a backbone of managing B2B relationship 
between client firms and their vendors (Han et al., 2013). In maintaining 
EVRM activities, several challenges are faced by client firms when 
addressing the dynamic market environment. Studies in the extant 
literature of the client's perspective have provided some unique insights 
and analysed management abilities of client firms', including contact 
management capability, relationship management capability, and 
technology management capability (Palvia et al., 2010; Han et al., 2013; 
Nguyen, 2021; Thrassou et al., 2021a, b). The rapid changes in the 
business environments have forced client firms to deal with changing 
markets effectively by developing their several dynamic capabilities. As 
suggested by DCV (Winter, 2003), the extent to which the client firm can 
achieve better performance through developing EVRM activities with 
the vendors depends largely on its own dynamic abilities. The client firm 
must be able to acquire, integrate, and transform several resources to 
cope with the volatile dynamic business environment (Teece et al., 
1997). The client firm needs to be able to acquire and integrate 
distributed knowledge and the necessary resources for ensuring success 
through the EVRM activities with the vendors (Narayanan et al., 2011). 
The EVRM capability is construed as a dynamic ability which is 
perceived to have influenced the three salient dynamic capabilities of 
sensing, seizing, and transforming abilities (Teece, 2014). Accordingly, 
it is hypothesised as follows. 

H1a. : The client firm's EVRM capability (EVC) positively impacts its 
sensing capability (SEC). 

H1b. : The client firm's EVRM capability (EVC) positively impacts its 
seizing capability (SIC). 

H1c. : The client firm's EVRM capability (EVC) positively impacts its 
transforming capability (TRC). 

3.2.2. Sensing capability (SEC) 
Rapid changes in technology have altered the ways in which firms 

collaborate with their vendors and created problems for the firms 
around articulating their future development plans (Kim et al., 2019). 
New knowledge of developed business processes is an effective source of 
innovation. When client firms face problems due to rapid changes in the 
market environments, they need to change their business dynamics 
accordingly and to explore suitable opportunities by enhancing their 
sensing ability to stabilise their EVRM activities with their vendors 
(Bullen et al., 2017). In such circumstances, client firms need to un-
derstand such opportunities, which could be help them collaborate 
successfully with their vendors in improving their EVRM activities. This 
ability of the client firm is the sensing ability (Teece, 2014). Sensing 
capability is interpreted as “the ability of a given organization to iden-
tify, develop, codevelop, and assess technological opportunities that can 
meet customers' needs and business opportunities” (Wamba et al., 2019, 
p.3). 

This sensing ability helps the client firm to channelize EVRM activ-
ities by effectively utilizing the resources created during the initial mode 
of business activities for generating revenue, thereby impacting on 
financial performance (Dakhli, 2021). Sensing capability is construed to 
be a dynamic capability in terms of DCV (Teece et al., 1997). The client 
firm's EVRM capability helps it to use its sensing ability to increase 
revenue and profitability. The profit generating client firms then can 
enhance their compliance with their environmental obligations as a part 
of their corporate social responsibility (CSR), thus providing benefits 
both to themselves and society. The sensing ability of client firms 
engaged in B2B relationship with their vendors in the context of per-
forming EVERM activities enables them to deliver their products and 
services more efficiently (Zekos, 2003). Thus, the client firms' sensing 
ability is perceived to impact their operational performance through 
improvements in their financial and environmental activities. 
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Accordingly, the following hypotheses are formulated. 

H2a. : The sensing capability (SEC) of client firms engaged in B2B- 
EVRM activities with their vendors positively impacts their financial 
performance (FP). 

H2b. : The sensing capability (SEC) of client firms engaged in B2B- 
EVRM activities with their vendors positively impacts their environ-
mental performance (EP). 

H2c. : The sensing capability (SEC) of client firms engaged in B2B- 
EVRM activities with their vendors positively impacts their opera-
tional performance (OP). 

3.2.3. Seizing capability (SIC) 
In terms of DCV theory (Teece et al., 1997), a firm's seizing capability 

(SIC) is considered a dynamic capability. By mobilizing resources, a firm 
can seize some opportunities: this is its seizing capability (Pezeshkan 
et al., 2016). The ability to seize opportunities includes addressing 
marketing opportunities concerning new products, processes or services 
and the adoption of new technology (Teece, 2007; Viswanathan et al., 
2010; Chaudhuri, 2013; Lin et al., 2021). The seizing capability, in the 
context of EVRM activities between client firms and vendors, is con-
cerned with selecting the appropriate business design or model. This 
would mean adopting the business or commercialization strategy that 
leads most effectively to good decisions on when, where, and how to 
invest in the dynamic business environment (Teece, 2007). In the 
context of environmental dynamism, the client firm must be ready to 
seize new opportunities that result from the obsolescence of the pre-
vailing business model and then exhibit best performance through 
EVRM activities (Lin et al., 2021). This is more relevant to the small and 
medium firms with limited resources engaged in EVRM activities with 
their vendors (Guo et al., 2016). The seizing capability of the client firm 
engaged in EVRM activities will help it both to seize appropriate op-
portunities to do business better and to engage with community services 
beneficial to society and to itself (Rashid et al., 2014). With the help of 
seizing capability, which is as a dynamic capability, the client firm can 
also enhance its financial performance through improved productivity, 
profitability ratio and so on (Dakhli, 2021). By using its seizing capa-
bility, the client firm can improve the fairness and flexibility of its 
operation, which can positively influence its overall performance 
(Neely, 2007). All these inputs help to formulate the following 
hypotheses. 

H3a. : The seizing capability (SIC) of the client firm engaged in B2B- 
EVRM activities with its vendors positively impacts its financial per-
formance (FP). 

H3b. : The seizing capability (SIC) of the client firm engaged in B2B- 
EVRM activities with its vendors positively impacts its environmental 
performance (EP). 

H3c. : The seizing capability (SIC) of the client firm engaged in B2B- 
EVRM activities with its vendors positively impacts its operational 
performance (OP). 

3.2.4. Transforming capability (TRC) 
The transforming capability (TRC) of a firm is described as a dynamic 

capability for integrating, reconstructing, renovating, creating resour-
ces—and in some cases disposing of some existing resources—in order to 
ensure more effective innovation (Teece, 2017). The ability to manage, 
coordinate, and control business-related activities with vendor firms 
requires the skillful sourcing of external knowledge. This applies espe-
cially to client firms collaborating with vendors in the context of EVRM 
activities (Becker and Dietz, 2004). Transforming capability (TRC) is 
considered as a dynamic capability as envisaged by Teece (2014). We 
should note here that large firms like IBM, Apple, GE and P&G have 
already created systems for collaborating with their vendors: they have 
already developed the knowledge transfer process. Such knowledge 

management systems improve the problem-solving efficiency of the 
firms involved (Prajogo and Ahmed, 2006). Transforming or reconfi-
guring the capability of the client firm involved in EVRM activities with 
their vendors means using all possible sources and opportunities in order 
to react effectively to dynamic changes in the market. This client firm 
transforming capability could animate the collaboration between client 
firm and vendor, thus helping to ensure better performance for the joint 
venture (Wamba et al., 2019). That is, transforming ability can improve 
the financial performance of the firms involved through higher profit-
ability. With greater profitability, the client firm is better able to fulfil its 
corporate social and environmental responsibilities (Kim and Seo, 
2021). All these improvements in the client firm can impact its opera-
tional performance. Hence, the transforming ability of a client firm 
involved in B2B relationship with vendors to improve the vendor's 
management activities can impact its financial, environmental and 
operational performance. Accordingly, the following hypotheses are 
derived. 

H4a. : The transforming capability (TRC) of the client firm engaged in 
B2B-EVRM activities with its vendors positively impacts its financial 
performance (FP). 

H4b. : The transforming capability (TRC) of the client firm engaged in 
B2B-EVRM activities with its vendors positively impacts its environ-
mental performance (EP). 

H4c. : The transforming capability (TRC) of the client firm engaged in 
B2B-EVRM activities with its vendors positively impacts its operational 
performance (OP). 

3.2.5. Financial performance (FP) 
The financial performance (FP) of a firm is considered a subjective 

measure of how well a firm uses its assets and resources for generating 
revenue (Dakhli, 2021). The FP of a firm can be estimated by assessing 
various parameters of the firm, such as net profit margin, gross profit 
margin, debt to equity ratio. Gross profit margin is the ratio of the 
revenue to total costs (Dakhli, 2021). Other measures of FP include 
leverage, profitability, solvency and ownership liquidity (Borhan et al., 
2014). A strong FP enables a firm to enjoy more confidence and cer-
tainty, which help it take proper decision. However, the concept of FP 
has drastically changed, to include not just profitability but also how 
well the firm can maintain its environmental commitments (Nirino 
et al., 2019). In the context of improved EVRM activities the client firm 
needs to apply its dynamic capabilities in order to extract best potential 
value from its vendors, which means incurring lower costs, leading to 
higher profits, which supports sustainability (Zavolokina et al., 2016). 
Accordingly, the following hypothesis is prescribed. 

H5. : The financial performance (FP) of the client firm engaged in B2B 
relationships with its vendors through EVRM positively impacts the 
firm's sustainability performance (FSP). 

3.2.6. Environmental performance (EP) 
To ensure better environmental performance (EP), the firm needs to 

render community services beneficial for society. Both client and vendor 
firms need not only to engage in environment-related causes but also to 
uphold better environmental practices. The client firm needs to 
encourage the vendors to be more environmentally sensitive while 
delivering its products and services (Kim et al., 2019). The client firm 
should discuss environment-related best practices with its vendors 
through VRM activities, and environmental issues should be part of the 
client-vendor business agenda (Thakur-Wernz and Wernz, 2020). The 
firm also needs to emphasize the welfare of its stakeholders, to improve 
its corporate image and the loyalty of its customers (Rashid et al., 2014). 
Firms are required to focus on environmental issues including green 
recruitment, green technology, strategy and green products (Dögl and 
Holtbrügge, 2014). One aspect of improving a firm's environmental 
performance is better ways of exhibiting its corporate social 
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responsibilities, that is, the actions and policies concerned with a range 
of specific issues (Aguinis, 2011). Thus, to improve environmental 
performance, the firm must spend resource, time, and effort, in collab-
oration with its vendors. In the context of EVRM activities, client firms 
need to use their dynamic capability to select the best vendors: those 
who combine greater environmentally sensitivity and the ability to 
develop and deliver increasingly profitable products or services. This 
will help the client firm to spend more on developing environmentally 
friendly green products and services. Accordingly, it is hypothesised as 
follows. 

H6. : The environmental performance (EP) of the client firm engaged 
in B2B relationships with its vendors through EVRM process positively 
impacts its sustainability performance (FSP). 

3.2.7. Operational performance (OP) and firm sustainability performance 
(FSP) 

There are five operational performance objectives: cost, quality, 
speed, dependency, and flexibility (Neely, 2007). The measure of a 
firm's ability of the firm to deliver products and services efficiently to its 
potential customers is called operational performance (Zekos, 2003). 
The conventional way of assessing a firm's OP is to compare its current 
performance some standard performance parameters, against a set of 
schedules (Li et al., 2022). However, this concept has recently under-
gone changes; it now also includes assessment of corporate financial 
activities: “Corporate finance must go beyond the classic objective of 
maximizing stakeholder value, trying to incorporate environmental, 
social, and governance factors into instrument choices by evaluating 
costs and benefits towards a new concept of finance” (Fatemi and 
Fooladi, 2013, p.101). It is important that the client firm involved in 
EVRM activities with its vendors should be engaged in sustainable ac-
tivities (Lichtenthaler, 2021), which requires investment. The client firm 
should use its dynamic capabilities to improve its business interactions 
with the vendors so as to gain the extra profits needed for investing in 
sustainable activities. Accordingly, the following hypothesis is 
prescribed. 

H7: The operational performance (OP) of the client firm engaged in 
B2B relationships with its vendors through EVRM process positively 
impacts the firm sustainability performance (FSP). 

3.2.8. Moderating role of environmental dynamism (ED) 
Whenever a relationship between two constructs is not constant, a 

third variable acting on this relationship may facilitate the forward 
relationship or retard the forward relationship and even in some cases it 
can reverse the direction of the relationship. This third variable is called 
moderating variable. Environmental dynamism (ED) refers to the 
unpredictability and volatility of the firm's external environment 
(Schilke, 2014). ED is a key factor of DCV theory (Teece et al., 1997; 
Schilke, 2014). Levinthal (2000) has argued that benefits derived from 
dynamic capability vary according to the context in which it is deployed. 
In the moderately dynamic markets characterised by stable industrial 
structures and defined market boundaries, firms follow linear and pre-
dictable paths (Eisenhardt and Martin, 2000). But high velocity markets 
are not predictable but uncertain, volatile, complex with ambiguous 
structures (Alexander et al., 2018). The unpredictable character of ED 
suggests opportunities of exploring EVRM capability in the three di-
mensions of dynamic capabilities, sensing, seizing, and transforming 
(Teece, 2014). Accordingly, it is hypothesised as follows. 

H8a. : Environmental dynamism (ED) moderates the relationship be-
tween the client firm's EVRM capability (EVC) and its sensing capability 
(SEC). 

H8b. : Environmental dynamism (ED) moderates the relationship be-
tween the client firm's EVRM capability (EVC) and its seizing capability 
(SIC). 

H8c. : Environmental dynamism (ED) moderates the relationship 

between the client firm's EVRM capability (EVC) and its transforming 
capability (TRC). 

With all these inputs, a model has been developed and is provided in 
Fig. 1. 

4. Research methodology 

The hypotheses were tested, and the model was validated using the 
covariance-based structural equation modeling technique, which can 
easily estimate the hypothesised model. The proposed theoretical model 
represents the several hypothesised paths that were articulated intui-
tively by establishing relationships between the constructs. These 
hypothesised paths were validated, using CB-SEM modeling, by the 
analysis the survey data, which is symmetric about the mean. CB-SEM 
can easily analyse a complex model. Such analysis by PLS-SEM tech-
nique is not possible because by this technique, some constrains like 
heteroskedasticity, auto-correlation, as well as endogeneity arise 
(Dogan, 2004). CB-SEM helps to analyse both the confirmatory and 
exploratory models (Byrne, 2010), and can easily estimate the R2 values 
(coefficients of determination) of the endogenous variables, thus helping 
us to assess the overall predictive power of the model. In the survey, the 
inputs from the respondents need to be quantified by a standard scale for 
analysis. The present study used a 5-point Likert scale from 1, Strongly 
Disagree (SD) to 5, Strongly Agree (SA). 5-point Likert scale has been 
used because it is simple to apply. In addition, 5-point Likert scale 
provides the respondents to take neutral stand by expressing ‘neither 
disagree nor agree’ option. 

4.1. Measurement instruments 

Survey-based data are analysed to test the hypothesised relation-
ships. The procedure is for studies which we need to test hypotheses- 
testing, develop of scales, describe the demography, and develop the 
research model (Lee and Shim, 2007).The questionnaire was prepared 
with the input from previous literature. A pre-test was conducted on 40 
responses, in order to improve the wording, understandability and 
format of the questions, after which some of the questions were 
improved. A pilot test was conducted to confirm the reliability of the 
scales (MacKenzie et al., 2011). The questions were provided to a small 
sample of the main survey population, though with the same selection 
criteria and a diverse group of respondents. The results of the pilot test 
prompted us to drop those items that could not improve the reliability of 
the corresponding constructs. After the pilot test the items were fine- 
tuned with the help of six experts with knowledge of the present 
study. Out of these six experts, four experts came from industries, each 
having >15 years of professional experience in the relationship man-
agement field. The remaining two experts are academicians each having 
PhD degrees with >10 years of teaching and research experience in the 
domain of this study. Ultimately 38 items remained. 

4.2. Collection of data 

The survey respondents, in India, were chosen on the basis of 
‘judgement sampling’. On the basis of this judgement, a convenience 
sampling approach was adopted for selecting at random 35 firms in 
Mumbai, Bengaluru, and Delhi. Of these 35 firms, 19 were found to have 
been engaged in EVRM activities. Top executives of these 19 firms were 
asked to allow their employees of different ranks to participate in the 
survey. All these top executives were informed that the aim of this study 
is purely academic, and assured that the confidentiality and anonymity 
of the respondents and the details of the firms concerned will be strictly 
preserved. After much persuasion, the top executives of 14 firms even-
tually agreed to allow their employees of different ranks to take part in 
the survey. The top executives also provided details of 694 of their 
employees holding a range of managerial positions. All 694 prospective 
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participants were provided with response sheets, each containing 38 
items, each item having 5 response options to be completed with a tick 
mark. With each response sheet, a guideline was provided detailing the 
aims of the study and how to complete the response sheet. All the tar-
geted respondents were asked to respond within two months (August – 
September 2021), during which time 389 responses were received: a 
response rate of 56.05 %. On scrutiny, it was found that 11 responses 
were vague and not considered. These 11 responses were not considered 
because the concerned respondents were found to have put tick marks in 
more than one option against each question. The analysis was conducted 
on 378 responses, against 38 items. This is within the permissible range 
(Deb and Lomo-David, 2014). The demographic data of these 378 re-
spondents are provided in Table 1. 

5. Analysis of data and results 

5.1. Measurement property and discriminant validity test 

A loading factor (LF) was estimated for each item in order to measure 
convergent validity. To examine the validity, reliability, and internal 
consistency of the constructs, average variance extracted (AVE), com-
posite reliability (CR), and Cronbach’s alpha (α) were estimated. All the 
estimated values are within the permissible range. The lowest permis-
sible values of AVE and CR are 0.50 and 0.80 respectively (Hair et al., 
2017; Rana et al., 2021). Table 2 shows the results. 

All the square roots of the AVEs were greater than the corresponding 
bifactor correlation coefficients, which satisfies Fornell and Larcker's 
criteria (Fornell and Larcker, 1981), confirming discriminant validity. 
The results are shown in Table 3. 

5.2. Moderator analysis (multi group analysis) 

To ascertain whether the effects of the moderator ED are significant 
on the linkages H1a, H1b, and H1c, multi group analysis (MGA) was 
performed using a bootstrapping process with 5000 resamples. The ef-
fects of ED on the three linkages were analysed, considering them in two 

categories Strong ED and Weak ED. It is known that if the p-value dif-
ference for the effects of two categories of a moderator on a particular 
linkage becomes either <0.05 or >0.95, it is said that the effects of that 

Fig. 1. Conceptual model (adopted from DCV theory).  

Table 1 
Demographic information (N = 378).  

Particulars Category Frequency Percentage (%) 

Gender Male  270  71.4 
Female  108  38.6 

Hierarchy of managers Junior manager  201  53.1 
Midlevel manager  116  30.7 
Senior manager  61  16.2 

Nature of industry Manufacturing  142  37.6 
Service  236  62.4  

Table 2 
Measurement properties.  

Constructs / items LF AVE CR α t-values 

EVC   0.83  0.87  0.90  
EVC1  0.89     22.11 
EVC2  0.85     26.17 
EVC3  0.93     25.51 
EVC4  0.96     24.21 
SEC   0.79  0.82  0.86  
SEC1  0.85     20.11 
SEC2  0.80     37.79 
SEC3  0.95     28.48 
SIC   0.85  0.89  0.94  
SIC1  0.90     36.17 
SIC2  0.94     37.11 
SIC3  0.89     39.07 
SIC4  0.87     34.18 
SIC5  0.95     38.08 
SIC6  0.96     37.11 
TRC   0.86  0.89  0.93  
TRC1  0.96     39.17 
TRC2  0.94     36.15 
TRC3  0.95     38.27 
TRC4  0.90     33.06 
TRC5  0.85     24.19 
TRC6  0.86     21.32 
FP   0.87  0.90  0.94  
FP1  0.95     29.21 
FP2  0.95     20.12 
FP3  0.90     27.29 
FP4  0.94     39.11 
FP5  0.89     17.29 
FP6  0.95     24.17 
EP   0.84  0.88  0.93  
EP1  0.86     29.28 
EP2  0.87     28.19 
EP3  0.91     26.12 
EP4  0.87     37.08 
EP5  0.89     27.29 
EP6  0.90     28.11 
OP   0.84  0.88  0.92  
OP1  0.90     38.11 
OP2  0.94     29.17 
OP3  0.85     25.11 
FSP   0.92  0.95  0.98  
FSP1  0.90     26.27 
FSP2  0.96     24.04 
FSP3  0.92     39.61 
FSP4  0.97     29.20  
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moderator on that linkage are significant (Hair et al., 2016). Here the 
results show that the effects of the moderator ED on the three linkages 
are significant. The results are shown in Table 4. 

5.3. Common method bias (CMB) 

The results depend on the survey-based data, hence the possibility of 
CMB, which was mitigated by pre-emptive procedural measures. During 
the survey, the potential respondents were assured that their anonymity 
and confidentiality would be strictly preserved, so that the respondents 
could be expected to provide their responses without any external in-
fluence. Also, in order to estimate the severity of CMB, a post-hoc Har-
man's Single Factor Test (SFT) was conducted. The results showed that 
the first factor was 23.12 % of the variance, which is less than the cut-off 
value of 50 % (Podsakoff et al., 2003). As opined by Ketokivi and 
Schroeder (2004), the Harman's SFT is not a strong test for verifying 
CMB. Hence, another test is necessary to examine CMB. A marker var-
iable test (Lindell and Whitney, 2001) was also conducted; the results 
indicated that the differences between the original and the CMB- 
adjusted correlations were very small (≤0.06) (Mishra et al., 2018). 
Thus, it can be inferred that CMB does not severely distort the results of 
this study. 

5.4. Hypotheses testing (structural equation modeling) 

For the SEM used to test the hypotheses and to validate the proposed 
theoretical model, several fit indices and tests were conducted for Root 
Mean Square Error (RMSE), ratios between chi square and degrees of 
freedom. All the values are within the allowable range. Hence, it is 
concluded that the model is fit. The results are shown in Table 5. 

This process helps to compute β-values, p-values, and R2 values. The 
results are shown in the Table 6. 

With all these inputs, the validated model is shown in Fig. 2. 

5.5. Results 

The present study contained 18 hypotheses. Out of these 18 hy-
potheses, three (H8a, H8b, and H8c) pertain to the effects of the 
moderator ED on the linkages H1a, H1b, and H1c. The results demon-
strate that EVC could impact SEC, SIC, and TRC (H1a, H1b, and H1c) 
significantly and positively since the concerned path coefficients are 
0.17, 0.21, and 0.23 respectively with respective significance levels of p 
< 0.001(***), p < 0.05(*), and p < 0.001(***). 

The results also show that:  

• SEC could impact FP, EP, and OP (H2a, H2b, and H2c) significantly 
and positively since the concerned path coefficients are 0.19, 0.22, 
and 0.26 respectively with significance levels, respectively, of p <
0.001(***), p < 0.05(*), and p < 0.01(**).  

• SIC could impact FP, EP, and OP (H3a, H3b, and H3c) significantly 
and positively since the concerned path coefficients are 0.29, 0.31, 
and 0.25 respectively with significance levels, respectively, of p <
0.05(*), p < 0.01(**), and p < 0.01(**).  

• the impacts of TRC on FP, EP, and OP (H4a, H4b, and H4c) are 
significant and positive since the concerned path coefficients are 
0.28, 0.33, and 0.20 respectively with significance levels, respec-
tively, of p < 0.05(*), p < 0.01(**), and p < 0.001(***).  

• FP, EP, and OP could impact on FSP (H5, H6, and H7) significantly 
and positively since the concerned path coefficients are 0.41, 0.43, 
and 0.39 respectively with significance levels, respectively, of p <
0.001(***), p < 0.001(***), and p < 0.01(**). 

• The moderator ED significantly and positively impacts on the re-
lationships H1a, H1b, and H1c since the concerned path coefficients 
are 0.11, 0.14, and 0.18 respectively with significance levels, 
respectively, of p < 0.001(***), p < 0.05(*), and p < 0.01(**).  

• So far as coefficients of determination are concerned, EVC could 
explain SEC, SIC, and TRC to the tune of 32 % (R2 = 0.32), 37 % (R2 

= 0.37), and 40 % (R2 = 0.40) respectively. Again, SEC, SIC, and TRC 

Table 3 
Discriminant validity test (Fornell and Larcker criteria).  

Constructs EVC SEC SIC TRC FP EP OP FSP AVE 

EVC  0.91         0.83 
SEC  0.28  0.89        0.79 
SIC  0.32  0.19  0.92       0.85 
TRC  0.34  0.28  0.22  0.93      0.86 
FP  0.31  0.24  0.19  0.24  0.93     0.87 
EP  0.33  0.19  0.38  0.21  0.26  0.92    0.84 
OP  0.37  0.27  0.32  0.39  0.18  0.24  0.92   0.84 
FSP  0.26  0.26  0.21  0.37  0.39  0.17  0.31  0.96  0.92  

Table 4 
Moderator analysis (MGA).  

Linkages Hypotheses p-Value difference Remarks 

EVC → ED → SEC H8a  0.04 Significant 
EVC → ED → SIC H8b  0.01 Significant 
EVC → ED → TRC H8c  0.02 Significant  

Table 5 
Structural equation modeling (SEM).  

Particulars Range Values 

Chi square: degree of freedom <3.000 (Kline, 2005)  2.022 
Comparative Fit Index (CFI) >0.930 (Hair et al., 2016)  0.942 
Normal Fit Index (NFI) >0.800 (Segars and Grover, 1993)  0.837 
Trucker Fit Index (TFI) >0.950 (Sharma et al., 2005)  0.981 
Root Mean Square Error (RMSE) <0.070 (Steiger, 2007)  0.041  

Table 6 
Path coefficients, p-values, and remarks.  

Linkages Hypotheses β-values p-Values Remarks 

EVC → SEC H1a  0.17 p < 0.001(***) Supported 
EVC → SIC H1b  0.21 p < 0.05(*) Supported 
EVC → TRC H1c  0.23 p < 0.001(***) Supported 
SEC → FP H2a  0.19 p < 0.001(***) Supported 
SEC → EP H2b  0.22 p < 0.05(*) Supported 
SEC → OP H2c  0.26 p < 0.01(**) Supported 
SIC→FP H3a  0.29 p < 0.05(*) Supported 
SIC→EP H3b  0.31 p < 0.01(**) Supported 
SIC→OP H3c  0.25 p < 0.01(**) Supported 
TRC → FP H4a  0.28 p < 0.05(*) Supported 
TRC → EP H4b  0.33 p < 0.01(**) Supported 
TRC → OP H4c  0.20 p < 0.001(***) Supported 
FP → FSP H5  0.41 p < 0.001(***) Supported 
EP → FSP H6  0.43 p < 0.001(***) Supported 
OP→FSP H7  0.39 p < 0.01(**) Supported 
EVC → ED → SEC H8a  0.11 p < 0.001(***) Supported 
EVC → ED → SIC H8b  0.14 p < 0.05(*) Supported 
EVC → ED → TRC H8c  0.18 p < 0.01(**) Supported  
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could explain FP, EP, and OP to the tune of 30 % (R2 = 0.30), 34 % 
(R2 = 0.34), and 37 % (R2 = 0.37) respectively.  

• FP, EP, and OP could simultaneously explain FSP to the extent of 71 
% (R2 = 0.71) which is the predictive power of the proposed theo-
retical model. 

6. Discussion 

The present study has found that client firms have always valued the 
ability of vendors to successfully implement EVRM, strengthening the 
B2B integrative relationship between the client firm and its vendors 
(Ahimbisibwe et al., 2017). The present study has documented several 
challenges faced by client firms and prescribed how such challenges 
could be addressed. Several studies have investigated and analysed the 
EVRM capabilities of vendors, but they seem to have denied the 
importance of the client firms' capabilities (Wang and Wang, 2019). The 
present study has discussed the performance of client firms in the 
context of EVRM activities and found that their capabilities are critical. 
With regard to the client firm, the present study has added several 
unique insights to the extant literature by providing substantial inputs to 
the other related research contexts like global software development and 
new work on supply and demand (Sainathan and Groenevelt, 2019). The 
present study has demonstrated that rapid technological change has led 
to client firms encountering an increasingly volatile and dynamic 
environment in which they need to possess dynamic capabilities for 
responding effectively to changing markets, including sensing, seizing, 
and transforming abilities (Teece, 2014). The present study has 
demonstrated that since the information technology-related tasks 
(EVRM activities) are by nature highly inter-firm dependent, client firms 
need to be able to acquire and integrate distributed knowledge by 
reconfiguring their dynamic abilities to ensure success in their B2B 

relationship management with their vendors. 
The present study has shown that ED has a considerable impact on 

the relationships between EVC and the three dynamic capabilities. This 
has been supported by another study, by Wamba et al. (2019). The ef-
fects of the moderator ED on the three relationships H1a, H1b, and H1c 
were found to be significant through multi group analysis (MGA). The 
analysis of these effects through graphical representation is shown in 
Fig. 3. 

In the three graphs, continuous line and dotted line show the effects 
of Strong ED and of Weak ED respectively. The continuous lines are 
more inclined than the dotted lines on the EVC axes. This shows that, 
with increased EVC, the rate of decrease of SEC, SIC, and TRC is greater 
for the effects of Strong ED on the three linkages than for the effects of 
Weak ED. In all the graphs, the magnitudes of the gradients of all the 
continuous lines are more than those of the dotted lines. 

6.1. Theoretical implications 

The theoretical contributions of this study can be conceptualised in 
various ways. This study provides empirical support for the notion that a 
firm's dynamic EVRM capability is not a universal ‘one size fits all’ 
phenomenon. It demonstrates empirically that the benefits derived from 
a firm's dynamic capabilities vary according to the specific issue on 
which the ability has been deployed. This study has illuminated the need 
for the client firm to use its dynamic capability in order to help it extract 
maximum value from its vendor firms. Its findings help to define the 
boundaries of DCV: an important contribution to the successful use of 
any theory. It has also been shown that environmental dynamism (ED) 
plays a key role in moderating the relationships between EVRM capa-
bilities with the three distinct dimensions of dynamic capabilities of the 
client firm. The present study has considered environmental dynamism 

Fig. 2. Validated model (SEM).  

Effects of ED on H1a Effects of ED on H1b Effects of ED on H1c

Fig. 3. Effects of ED on H1a, H1b, and H1c.  
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as an important moderator which could influence the relationships be-
tween sensing, seizing, and transformational capabilities with their 
predictor EVRM capability (EVC). The present study has been able to 
successfully explain how to address the uncertain nature of environ-
mental dynamism, the firms' sensing, seizing, and transformational ca-
pabilities being the dynamic capabilities could help for successfully 
utilizing EVRM abilities (Teece, 2014). This is claimed as a unique 
theoretical contribution of the present study. Consideration of ED as a 
moderating variable enabled us to address the key research questions. 
This study has extended DCV theory by conceiving of EVRM capability 
having three sub-capabilities: sensing, seizing, and transforming capa-
bilities. No other studies are known to have investigated how EVRM 
capability duly moderated by the impacts of environmental dynamism 
could improve firm sustainability performance by developing the 
sensing, seizing, and transforming capabilities as well as by improving 
financial, operational, and environmental performance of the firms. 

To date, no other study has investigated how the EVC of customer 
companies involved in B2B relationship management processes with 
their supplier companies could improve their financial, environmental, 
and operational performance, potentially impacting directly on the 
sustainability of customer companies. The present study investigated all 
these issues and analysed the moderating effects of ED on the relation-
ships of the three capabilities with their common predictor EVC. This too 
is a unique theoretical contribution of the present study. Wang and 
Wang (2019) investigated and analysed the impacts of vendors' ability 
on outsourcing performance in relation to information technology. The 
present study has extended this work to investigate how client firms' 
EVRM capability could impact their own sustainability. This adds 
considerable value to the literature. A study of Cleary and McLarney 
(2019) investigated how effective vendor management strategy could 
successfully derive organizational benefits. The concept of this study has 
been extended in the present study by investigating how EVRM capa-
bilities could eventually impact sustainability performance of the firms 
by developing some intermediate contextual factors. This concept has 
added value to the body of relationship management literature. 

6.2. Implications for practice 

The findings of the present study suggest important guidelines for 
managers and leaders of client firms involved in making decisions on 
investments aimed at developing their EVRM capability. Before invest-
ing in developing EVRM capability, these managers need to estimate 
their requirements in dealing with the vendor firms. They also need to 
sense the external dynamic changes of the business environments and 
internal changes of the resources of the firms if they are to develop 
appropriately the features and functionalities of EVRM and to assess 
whether their can seize all the potential opportunities when dealing with 
the vendor firms. They should assess their firms' ability to establish 
cordial relationship with the vendors by reconfiguring both their 
intangible assets (exchange of skills and knowledge between the client 
firms and vendor firms) and their tangible assets (usage of infra-
structural facilities). The present study has also demonstrated that 
EVRM-enabled dynamic capability helps client firms achieve their sus-
tainable performance through optimization of environmental dyna-
mism. Thus, it can be inferred that investments in EVRM capability can 
help client firms to achieve their sustainable performance goals even in 
the face of the dynamism of the challenging external environment. The 
present study has shown that the sensing, seizing, and transforming 
abilities of the firms could impact on their financial, environmental, and 
operational performance. This implies that managers must deploy 
patience and foresight when deciding how best to build the capabilities 
of their firm and how to explore the options for improving their sus-
tainable performance. The present study has demonstrated through 
interdisciplinary study that both the financial and the operational per-
formance of the client firm derive profits from their B2B activities with 
vendor firms. But at the same time the client firms need to fulfil their 

social and environmental commitments as a part of their corporate so-
cial responsibilities. This means investing in developing green products 
and services along with the vendor firms. The client firms also need to 
persuade their vendor firms to take their environmental commitments 
seriously and, whenever required, they need to train the vendor firms' 
employees and managers so that they too can participate and contribute 
to the innovation and development of more environment-friendly 
products and services. Since the EVRM capabilities are the new com-
petencies of the firms, it is essential that the employees of all hierarchy 
should be aware how best potentials of EVRM abilities could be 
extracted to benefit the firms. For this, the leaderships of the firms 
should arrange to impart proper training and readiness to the employees 
as to how to best utilize the EVRM abilities even under the influence of 
environmental dynamism. 

6.3. Limitations and scope for future research 

The study has several limitations. First, its findings depend on cross- 
sectional data, in which the causalities between the relationships of the 
constructs may be weak, giving rise to endogeneity defects. To eliminate 
these defects, future researchers might valuably conduct longitudinal 
studies. Second, the results presented here rely on the inputs of the re-
spondents based in India, which introduces an external validity issue. In 
order to provide a generalisable result, future researchers should collect 
data from respondents evenly dispersed around the globe. Third, the 
DCV theory used in this study suffers from the defects of context- 
insensitivity as noted by Ling-Yee (2007) and cannot identify the con-
ditions in which the abilities of the client firms would be most valuable 
(Schilke, 2014). Future researchers might usefully explore the optimum 
conditions under which EVRM-enabled DC could produce firms' best 
sustainable performance. Fourth, while the present study has investi-
gated and analysed several dynamic capabilities of client firms, it did not 
explore EVRM capability from the perspective of the vendor firms. 
Future research should perhaps investigate EVRM capability from the 
perspectives of both client and vendor firms: this would provide more 
clarity around the successful usage of EVRM capability. Fifth, the pre-
sent study has not discussed the rival model issue which should be 
considered as a limitation of this study. By comparing the proposed 
theoretical model with the rival model, superiority of the proposed 
theoretical model could have been tested. Future researchers may 
consider this point. Finally, the explanative power of the model is 71 %. 
Future researchers should consider whether including other boundary 
conditions and constructs could enhance the explanatory power of the 
proposed theoretical model. 

7. Conclusion 

The present study has been able to highlight how by using EVRM 
tool, it has been possible by the firms to establish an intimate connection 
between byers and suppliers since the tool helps to deepen the byers- 
suppliers relationship helpful for development of trust between them 
to successfully achieve the common goal. It benefits both the suppliers 
and buyers in different contexts. The study has contributed how, with 
the advent of ICT, the firms have been able to adopt EVRM for suc-
cessfully managing the relationships between different vendors of the 
firms. Limited interdisciplinary studies are available whereby properly 
using a range of performance matrices supplemented by the firms' dy-
namic capabilities, the firms could explore the relationship between the 
firms' dynamic abilities and their sustainability performance. In such 
context, this study has been able to derive valued contributions to enrich 
the vendor relationship management literature. The present study has 
provided a successful framework with high explanative power that could 
help to improve sustainability performance of a firm by developing 
EVRM capabilities. In this context, the retrospection of this study is 
claimed to be a novel contribution to the body of relationship man-
agement literature. 
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