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Abstract: 

In this investigation, following the principal-agent theory, possibilities to reduce exist-

ing information asymmetries are being derived and their effects on the information ex-

change are being examined. Results of an empirical investigation based on a structural 

equation model confirm that monitoring measures and frequent meetings positively in-

fluence the exchange of information while explicit contracts rather have negative ef-

fects. Premiums and specific investments, however, seem to play insignificant roles. 

Measures, such as building a reputation mechanism, will probably prove to be effective 

only in the long run. 
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An empirical investigation of antecedents to information 

exchange in supply chains 

 

 

1 Introduction 

 

Fawcett/Magnan (2001) aptly sum it up by stating: “information is the ‘life blood’ of 

effective supply chain management”. Large (2005) equally comes to the conclusion that 

“open, friendly and extensive communication” with the supplier encourages successful 

supplier relationship management. 

Against this background, it is surprising that information exchange in SCM has so many 

shortcomings, as shown by various studies (Frohlich/Westbrook, 2001, Kemp-

painen/Vepsalainen 2003, Spekmann/Kamauff/Myhr 1998, Cachon/Fisher 2000). One 

study e.g., which explicitly deals with SCM and considers inherent peculiarities, was 

conducted by Windischer/Grote (2003) within 136 companies. Regarding point-of-sale 

data, only about 10 to 20 percent of the companies share this information with their 

main suppliers. Overall, the exchange of information must be considered very unsatis-

factory. In most cases, numerous competing interests and information asymmetries 

within the supply chain are being made responsible. 

Worth noting is also that the “Bullwhip Effect” (Forrester 1978, Lee et al., 1997), 

though long since known and easily avoidable by correctly passing on all order informa-

tion, is still fairly common (Müller 1995).  

Despite increasing attention being paid to SCM, relevant publications refer only occa-

sionally to measures which might help to improve information exchange (Li et al., 

2006) and to avoid existing information asymmetries and diverging interests (Feld-

mann/Müller 2003). Especially the principal-agent approach, though, might prove help-

ful when realizing measures to avoid information asymmetries within SCM. So far, 

however, these measures and their possible relevance for SCM have not been investi-

gated yet. The following comments are meant to help reduce this research deficit. 

• Therefore, this paper aims, by means of an empirical investigation to answer the 

question how measures to avoid information asymmetries affect the intensity of 

information exchange within SCM, in order to realize a better exchange of in-

formation. To this end and to answer this question, measures suggested by the 

principal-agent theory will be dealt with. 
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In this context, the research studies by Fawcett et al. (2009, 2008, 2007) should be 

stressed, which deal with the factors that might support or inhibit information exchanges 

in supply chains. Starting from a behavioural science perspective, Fawcett et al. work 

with the variables ‘connectivity’, ‘willingness’ and ‘information-sharing capability’. 

Factors like transaction costs, social dilemmas and opportunistic behaviour do play im-

portant roles in these research studies but the argumentation is not built on the principal-

agent theory, an approach this paper takes. 

 

Subsequent to this introduction, an explanation of the theoretical foundations of the 

principal-agent theory will be given, and measures to reduce information asymmetries 

will be derived.  

On the basis of the previously defined theoretical model, hypotheses regarding assumed 

correlations between these measures and information exchange are being derived. Sub-

sequently, the data collection method as well as the base data used in this study are be-

ing described. Finally, the method to analyze the results of this study are being pre-

sented. To this end, methods in structural equation models, especially the PLS method, 

are being discussed in more detail. 

On this basis, results as well as consequences for SCM will be discussed. The study 

concludes by considering the limitations of this investigation and by suggesting future 

research areas. 

 

 

2 Theoretical frame of reference 

 

Previous publications show that the principal-agent theory was repeatedly used as a 

theoretical basis for the foundation of organizational questions regarding buyer-vendor 

relationships (Müller, 2005).  

 

„In fact, the agent and principal are merely two (ore more) individuals (or organiza-

tions) in some sort of explicit or implicit contractual relationship” (Arrow, 1986)  

The principal-agent approach therefore focuses on the contract and its role in transac-

tional relationships between a  client (principal) and a contractor (agent). By delegating 

decisions to the agent, the principal tries to benefit from the agent’s information and 

specific knowledge. The latter has, as far as his or her knowledge, skills and experience 

are concerned, an informational advantage over the principal. Thus, the principal-agent 
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approach is based on an asymmetrical distribution of information: the principal lacks 

access to adequate information on the agent’s behaviour as the agent’s intentions and 

activities are hidden. The principal cannot know for sure whether the agent’s perform-

ance has influenced the result or whether external environmental influences have to be 

made responsible. Especially in complex and unsafe situations it is barely possible to 

reliably attribute the agent’s actual performance. 

The principal-agent theory helps to explain the problem of existing information asym-

metries in supply chain relationships and to derive suitable measures to reduce such 

asymmetries. A supply chain with different value-added levels can be interpreted as a 

sequence of bilateral client- contractor relationships, as shown in Figure 1, in which the 

information exchange between companies is limited by an asymmetrical distribution of 

information between the client and the contractor. According to the theory, the agent 

has an informational advantage over the principal since the agent denies the principal 

full access to important information and e.g. his or her cost situation. 

 

Figure 1 

 

Insert Figure 1 

 

 

The principal-agent theory here distinguishes between three different forms of informa-

tion asymmetries: ‘hidden characteristics’, ‘hidden action’ and ‘hidden intention’. Each 

form of these information asymmetries is characterized by a specific informational ad-

vantage the agent has over the principal.  In this context,  ‘adverse selection’, the phe-

nomenon described by Akerlof (1970), should be mentioned which is caused by existing 

information asymmetries between buyers and sellers. 

The principal-agent theory recommends specific measures in order to reduce such in-

formation asymmetries. 

• In ‘hidden characteristic situations’, when the principal cannot find out whether 

the agent will be able to meet his or her obligations, the principal-agent theory 

suggests signalling activities in the form of reputation building and specific in-

vestments (Arrow 1986). 

• In ‘hidden action situations’, the principal lacks the expertise necessary for a sat-

isfactory evaluation of the agent’s efforts. Instead, he or she can only observe 

the results of the agent’s actions. In order to create incentives for the agent to 

behave according to the principal’s expectations, the principal-agent theory rec-
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ommends  suitable incentives and control mechanisms as e.g. monetary incen-

tives, frequent meetings or monitoring activities (Holmström 1979). 

• In ‘hidden intention situations’, however, the principal lacks information on the 

agent’s motives and intentions. Therefore, he or she cannot determine whether a 

better result could have been obtained  had the contractor reached a different de-

cision. In this case, the principal-agent theory suggests explicit contracts, sanc-

tions and, when faced with particularly difficult problems, the vertical integra-

tion (Klein/Crawford/Alchian 1978). 

 

These measures suggested by the principal-agent theory in order to reduce existing 

information asymmetries form the basis for further investigations on how to improve 

information exchange. 

 

There are numerous definitions of the term information exchange explaining its differ-

ent dimensions. Following these definitions, different options exist when conceptional-

izing information exchange. One of the most common definitions, which will also be 

used in this paper, is to consider information exchange as transfer activity between prin-

cipal and agent. Existing definitions considering information exchange as transfer activ-

ity, stress the significance of anticipation during the exchange of information (Doucette, 

1997), others refer to reciprocity (Roloff, 1981). Furthermore, the informational value 

(Heide/Miner, 1992) as well as the scope and efficiency are characteristics of the trans-

fer (Anderson/Narus, 1990). In order to examine this multi-faceted transfer activity of 

information exchange, it is necessary to consider the above-mentioned elements.  

The measurements used were developed in accordance with Chen/Paulraj (2004) and 

Lusch/Brown (1996). They gather to what extent information can be made available by 

the main supplier in a timely and proactive manner and if even critical information are 

being exchanged and finally if this exchange is reciprocal. The focus has been put on 

information regarding products or costs in particular since especially the latter must be 

seen as a crucial factor for the exchange process within SCM (Huang/Lau/Mak, 2003). 

Below, hypotheses are now being derived for the measures as described in the above 

model in order to avoid information asymmetries in supply chain management (reputa-

tion, premiums, specific investments, frequent meetings, monitoring, explicit contracts) 

(see Figure Model). 

 

Reputation 
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Reputation represents an instrument in order to avoid behavioural insecurities and with 

which information on the other party’s reliability and goodwill is made available. Pre-

conditions for a functioning reputation mechanism are the communication of experi-

ences with agents, the direct or indirect diffusion of these experiences by third parties to 

other agents as well as the reaction to such experiences by terminating the business rela-

tionship with opportunistic agents (Büschken, 2002). At the same time, reputation in-

volves assessing the character, the skills, the reliability or other traits of the business 

partner which might be significant for the exchange relationship (Jones 

/Hesterly/Borgatti, 1997). Dyer (1996) provides a measurement value for determining 

the reputation degree with regard to fairness and reliability attributed to the car manu-

facturer from the supplier’s view. Gierl (2004) provides measurement values for deter-

mining the degree of investments which the buyer has made in his/her reputation of 

maintaining fair relationships with suppliers. There are, however, no measurements 

which determine to what extent buyers establish reputation mechanisms in order to 

spread information on the supplier’s reliability and goodwill. Therefore, following the 

definition of a reputation mechanism, new measurement values have been established. 

These measurements gather to what extent a functioning reputation mechanism regard-

ing communication, diffusion and reaction has been established, from the buyer’s point 

of view, in the relationship with a main supplier. 

Reputation-building behaviour is seen as strategically important in situations where 

partners lack full access to information sources, e.g. when parties are not equally in-

formed on parameters such as implementations or strategies. In particular, situations are 

being considered in which one party has access to specific information but the other 

party has not. Reputation mechanisms enable the informed party to make credible in-

formation accessible to the uninformed party. Meanwhile, the reputation mechanism 

can also be used as a screening-strategy by the uninformed party in order to better as-

sess the other partner’s behaviour (Müller, 2005). Trust-building measures, like building 

a reputation mechanism, reduce opportunist tendencies, as was shown by Gierl (2004).  

 

H01: An increased chance that the main supplier’s reputation might be damaged by the 

communication and distribution of bad experiences with regard to his or her information 

policy results in a better exchange of information. 

 

Specific investments 
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According to the theory, specific investments equally offer mechanisms regarding be-

haviour-based control (investment). Specific investments are investments made within 

exchange relationships which, outside of the relationship, are of little or no value. As a 

consequence, the investor will suffer considerable losses if the exchange relationship is 

dissolved. Here specific investments in physical goods, production facilities, tools or 

qualifications can be concerned (Buvik, 2002). This definition of specific investments 

was also used by Kwon (2004). The indicators for this paper were developed in accor-

dance with Kwon’s (2004) measurements. Measurements include to what extent specific 

investments, at the buyer’s request, are being made in information systems, processes 

and the buyer’s employees by the main supplier. 

If the agent was forced by the principal to make a specific investment, dissolving the 

exchange relationship would result in considerable losses for the agent, e.g. the decrease 

in value of equipment and furnishings, qualifications that cannot be used again or in-

coming payments, previously stimulated by investments, that won’t be received in the 

future. This should be avoided if possible as these losses on the part of the agent do in-

fluence his behaviour in the exchange relationship (Stump/Heide, 1996). 

This instrument might also be used in a supply chain relationship. The buyer for exam-

ple, might force the main supplier to make a specific investment by threatening to oth-

erwise dissolve the relationship. In doing so, the buyer seeks closer ties with the main 

supplier, which results in an extensive harmonization of objectives and interests. Previ-

ous publications have proved the positive correlation between specific investments be-

ing made and building close ties with the partner (John/Weitz 1989; Joshi/Stump, 1999). 

In this case, the main supplier might be more enticed to give the buyer access to infor-

mation by which improvements in performance and cost reductions can be achieved, as 

these factors are of interest to the main supplier. 

Equally, Fawcett et al. (2009, 2007) assume that IuK-systems have a positive effect on 

the information exchange in supply chains. “When a firm installs the technology needed 

to make information regarding customer and supplier needs, capacities, and capabilities 

readily available to decision makers, the company is more likely to appropriately align 

its strategy and structure with the environment, resulting in above average perform-

ance.” (Fawcett et al. 2009). On the other hand, Joshi/Stump (1999) refer to a negative 

correlation between specific investments being made and the building of long-term rela-

tionships.  
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H02: More specific investments in IuK-systems, processes and resources on the main 

suppliers’ request result in a better exchange of information. 

 

Premiums 

Premiums are, according to the theory, another possibility of behaviour-based control. 

Premiums can be described as financial incentives constituting a subjective value or ad-

vantage for the recipient. Financial incentives can be offered by means of behaviour-

based or output-based premiums (Britton/Ball, 1999). Output-based premiums are 

granted by the principal for services being rendered by the agent going beyond custom-

ary practices within the specific sector or market (Murry/Heide, 1998). By contrast, be-

haviour-based premiums are paid to reward the agent when he behaves in a certain, pre-

viously specified way, e.g. incentive payments to reward the agent’s suggestions for 

improving such factors as the principal’s cost or performance management. The indica-

tors used in this paper gather to what extent behaviour-based or output-based premiums 

are being paid by the buyer to control the information exchange with his main supplier.  

The impact of performance-related premiums was analyzed in Murry/Heide’s(1998) 

publication. They come to the conclusion that performance-related premiums as incen-

tive mechanisms of the manufacturer have a positive impact on the retailer’s behaviour. 

The principal might also have the option to grant incentive payments to reward certain 

suggestions for improvement on the part of the agents, e.g. suggestions for improving 

the cost or performance management. Wathne/Heide (2000) argue that using incentives 

to harmonize the different parties’ interests can only be successful if expectations in-

volved are sufficiently monitored, e.g. when incentives are combined with control. Fur-

thermore, performance-related premiums depend on two additional conditions, i.e. the 

agent can successfully influence the factors affecting remuneration and the agent recog-

nizes the connection between his behaviour and the remuneration to be received. 

 

H03: More monetary incentives we grant for the quick and extensive transmission of 

cost and product data result in more information being exchanged. 

 

Frequent meetings 

Frequent meetings serve the purpose of regular communication and of information ex-

change between principal and agent. Actors are thus enabled to get to know each other. 

If the information exchange is considered positively, the foundation will be laid for a 

trusting relationship (Müller, 2005). 
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Frequent meetings are meant to improve the cooperation between principal and agent in 

buyer-vendor relationships. Following the collaboration concept, it is important to es-

tablish the parties’ common goals as well as to coordinate the actions in order to achieve 

mutual performance improvements. Measurements therefore gather to what extent regu-

lar meetings between buyer and main supplier take place for determining objectives, 

assigning tasks and improving performances with regard to information transfer.  

Frequent meetings in order to build trustful relationships are another possibility to exert 

behaviour-based control. Since more frequent cultivation of communication relation-

ships may indicate and promote special trust-building (Large, 2005). 

Equally, Poppo/Zenger (2002) argue that by maintaining communication relationships, 

the parties are enabled to obtain information on each other’s behaviour. Thus, they can 

better decide whom to trust or rather not to trust. Large (2004) comes to the same con-

clusion. According to him, communication quantity has the biggest impact on the qual-

ity of the relationship and concludes that buyers who frequently communicate with sup-

pliers can most certainly expect good performances and services from them. 

 

H04: More frequent meetings and talks with our main suppliers on tasks, performance 

improvement and objectives result in a better exchange of information. 

 

Monitoring 

Another possibility of behaviour-based control is monitoring. According to Noordew-

ier/John/Nevin (1990), monitoring means a certain number of supervising actions by 

which the buyer makes sure that the services stipulated in the exchange contract are be-

ing rendered by the seller. These actions, however, are not specified further in this pub-

lication. Following Grover/Malhotra (2003), monitoring is a concept of different types 

of control mechanisms. They here refer to the publication of Stump/Heide (1996). 

Stump/Heide (1996) see monitoring as a number of measures to control various output 

factors such as product quality, delivery terms, price adequacy as well as completion of 

an order. Stank/Crum/Arango (1999) equally understand monitoring as consideration of 

different performance factors. In addition to that, behaviour-based control mechanisms 

may also be considered during monitoring (Stump/Heide, 1996). The use of multi-

functional teams is mentioned as one option to observe the other party’s behaviour. 

Measurements in this paper concentrate on performance and behaviour-related mecha-

nisms in order to supervise the exchange of information regarding products and costs 

with the main supplier. 
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The possibility to use monitoring as a control measure depends on the fact whether 

there is any evidence that obligations have not been met (Wathne/Heide, 2000; Lal, 

1990). In this case, information asymmetries can be corrected by means of control 

mechanisms, thus ensuring better transparency thanks to the information made avail-

able. Other authors (McGee 2004, Fawcett et al. 2009) agree that monitoring has a posi-

tive effect on information exchange. “For example barcodes, RFID, data warehouses, 

and data mining technologies allow a firm to continuously monitor customer behavior 

and detect environmental trends; making it possible to respond quickly to changing 

competitive rules” (Fawcett et al. 2009, McGee, 2004). 

More control options result in increased harmonization of interests. Some publications, 

however, come to the conclusion that monitoring rather increases the dangers of oppor-

tunism as the use of monitoring mechanisms might signalize distrust (Murry/Heide, 

1998; John, 1984). In this context, they refer to the importance of adequate relation-

ships. Though, a positive association is here implied. 

 

H05: More supervision of the documentation and transmission of product and cost in-

formation results in more information being exchanged. 

 

Explicit contracts 

Explicit contracts offer ways to control agents in buyer-vendor relationships based on 

their behaviour. Explanations on methods for inter-organizational control via explicit 

contracts can first be found in Heide’s (1994) publication. He identifies role specifica-

tion, planning, process adaptation, control mechanisms, incentives as well as sanctions 

as possible control mechanisms of explicit contracts. Thus, explicit contracts specify the 

performance to be achieved as well as necessary controlling elements. These elements 

are to be itemized in advance so that misunderstandings as far as contractual stipulations 

are concerned can be avoided. In this paper, measurements regarding explicit contracts 

gather in particular to what extent the transfer of information on products and costs is 

being described in contracts. 

One possibility to reduce existing behavioural insecurities as well as diverging objec-

tives between main supplier and buyer in a supply chain relationship is, according to the 

principal-agent theory, the conclusion of a contract. 

It is here imperative to draw up the contract in such a way that the main supplier’s be-

haviour can be controlled by adequate incentives in the buyer’s interests and by appro-

priate sanctions, so that non-conformity will not make sense for the main supplier. Se-
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curity mechanisms, available e.g. with vertical integration, can also be realized when 

drawing up explicit contracts. Thus, contracts contain hierarchical controlling elements, 

as e.g. explicit information on roles and responsibilities to be assumed, specified meth-

ods with regard to monitoring and sanctions for non-compliance as well as results and 

performances to be achieved (Poppo/Zenger, 2002). 

Here, however, previous research has shown that regulating information exchange can 

be problematic as it might prove difficult to exactly determine in advance which infor-

mation is required in the future. Even if information exchange is to be controlled by ex-

plicit contracts, partners still might have enough room to maneuver 

(Hamel/Doz/Prahalad, 1989). Explicit contracts specifying the partners’ anticipated re-

actions or possible sanctions could also be seen as violation of the decision-making 

autonomy, which might encourage opportunistic behaviour (Cavusgil/Deligonul/Zhang, 

2004). Therefore, the following negative association is being implied. 

 

H06: More detailed specifications on control, incentive and sanction mechanisms in 

contracts result in less information being exchanged. 

 

3 Data collection via online survey 

The questionnaire was sent to 1200 members of the Confederation of Logistics 

(Bundesvereinigung für Logistik (BVL)). For conducting the online survey, a period of 

about 6 weeks was determined. This response period was chosen to give survey partici-

pants enough time to fill in the questionnaire. In order to improve the rate of return, fol-

low-ups were carried out after about 2 and 4 weeks. Altogether, 166 questionnaires 

were filled in and sent back, representing a rate of return of 13.8 percent. As the ques-

tionnaire was thus filled in by means of an online tool (Grant/Teller/Teller, 2005), in-

formation that participants had left out when answering the questions could be ex-

cluded. Otherwise, participants would not have been able to continue to work on the 

questionnaires. In doing so, all 166 questionnaires could be included in the analysis, i.e. 

no questionnaire had to be left out due to missing information. The sample size, due to 

the analysis method (Götz/Liehr-Gobbers, 2004) chosen and the questions to be exam-

ined, can thus be considered sufficient.  

 

With regard to company sizes, the sample shows the following distribution: small and 

medium-sized enterprises with a turnover of up to 50 Mio. Euro represent a proportion 

of 49 percent compared to large companies with 46 percent. About 5 percent did not 

Page 11 of 33

http://mc.manuscriptcentral.com/tprs  Email: ijpr@lboro.ac.uk

International Journal of Production Research

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60



For Peer Review
 O

nly

 12

include any information on their annual turnover. This suggests that both in small and 

medium-sized enterprises and in large companies information exchange in buyer-seller 

relationships is considered and dealt with similarly. 

An exact comparison with the population, however, was not possible as sector informa-

tion was available for some addressees only. When analyzing the sample with regard to 

the duration of business relations with the relevant main supplier, it becomes clear that 

more than 58 percent of these relations have lasted more than 10 years. Another 15 per-

cent of business relations have lasted more than 8 years. Therefore, mostly close or 

long-term business relations are considered in this investigation. In order to generalize 

the findings based on the empirical study, it is necessary to ensure that these findings, 

with regard to the population, are representative. To verify whether distortions occurred 

due to contact persons not participating in this survey, a so-called non-response test was 

being performed. On the basis of the return date, the sample was then being divided in 

three equal portions and the first one, i.e. the companies that replied early, was com-

pared with the last portion, the companies that replied late. This test was based on Arm-

strong/Overten’s suggestion (1977, p. 397) that companies that reply last are similar to 

companies which reply not at all. The comparison by means of the t-test and with a sig-

nificance level of only one percent showed significant differences in average values just 

for one of the 32 measured, Likert-scaled indicators. The value measured in this investi-

gation roughly corresponds to the significance level of the tests and thus to the error 

contribution which could be expected. It can therefore be assumed that altogether non-

response bias does not occur. The sample can thus be considered representative. 

By checking the respondents’ eligibility by means of their personal details it was exam-

ined whether a possible informant bias might have occurred. About 81 percent of the 

sample are purchasing managers and heads of logistics as well as supply chain manag-

ers and executives. They represent the relevant target group. Besides, most of the re-

spondents have occupied their positions for a long time so that they can be expected to 

have the necessary know-how to answer the questions. 

For these reasons, the occurrence of a possible informant bias can thus be excluded.  

To exclude accidental and systematic measurement mistakes, the validity of the measur-

ing instrument (Anderson/Gerbing, 1991) was being verified both during development 

and subsequently by means of the results. The validity measures like the psa-index and 

the csv-index showed that indicator allocation to the constructs as well as their content-

related relevance is unambiguous. In order to determine the error terms during meas-

urements, the two-product model (Diamantopoulos/Winkelhofer, 2001) was being ap-
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plied. The result shows a high external validity. For these reasons, the occurrence of a 

common-method bias can be excluded. 

 

 

4 Model development and data analysis 

 

As constructs cannot be measured directly, however, an operationalization of these la-

tent constructs via indicators might be required. For measurements of latent constructs, 

linear structural equation modeling has been used in this paper. 

 

4.1 Measurement model  

By means of the measurement model, the constructs are assigned appropriate indicators.  

In principle, two different modeling approaches can here be used. In the formative case, 

indicators present defining features of the underlying construct. Accordingly, the value 

of the construct will change as soon as the expression of at least one indicator changes 

within the formative measurement model. Contrary to that, the construct in reflective 

measurement models causes the indicators’ expressions, i.e. indicators represent the un-

derlying construct. While indicators can be freely chosen when specifying the reflective 

measurement model, the specification of formative constructs must be as detailed as 

possible. The decision whether indicators are to be specified reflectively or formatively 

is based on content-related considerations. In this case, formative indicators are con-

cerned as the indicators are about defining features which, as the sum of single meas-

ures or elements, reflect the relevant measures or the construct respectively (Jarvis et 

al., 2003). The measurement model is therefore being specified by means of formative 

indicators. 

Based on a thorough analysis of relevant literature, first a written definition of con-

structs was developed (Diamantopoulos/Winkelhofer, 2001). Such a procedure compels 

the researcher to draw up a definition of the constructs that is as extensive, clear and 

comprehensible for third parties as possible. This is essential since, in the formative 

case, the construct is defined by the entirety of its indicators and therefore all facets are 

also represented by indicators. Subsequently, formative indicators were generated on 

the basis of the definitions developed. In those cases where appropriate indicators could 

already be found in the literature, these indicators were used and adapted to the context 

to be examined. In the other cases, they were derived from the definition previously de-

veloped. For all facets of the construct must be covered by indicators in order to obtain 

Page 13 of 33

http://mc.manuscriptcentral.com/tprs  Email: ijpr@lboro.ac.uk

International Journal of Production Research

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60



For Peer Review
 O

nly

 14

content-related congruence between definition and operationalization (Bollen/Lennox, 

1991). At last, these indicators were tested within the framework of a preliminary analy-

sis. 

 

4.2 Evaluation of the measurement model 

 

The measurement model comprises 24 indicators, and one statement each was formu-

lated for each indicator. By means of 7-point scales, the degree of approval was meas-

ured. An overview of the indicators on which this paper is based can be found in appen-

dix 2. For verifying the quality of the measurement model, quality criteria discussed by 

Götz/Liehr-Gobbers (2004) were used for the verification of formative measurement 

models.  

For verifying the quality of the measurement model on the basis of empirical results, 

indicators first have to be examined with regard to multicollinearity. Analyzing the cor-

relation matrix of the indicators did not provide any evidence of it. A calculation of the 

Variance Inflation Factor (VIP) for most of the indicators, however, showed a degree of 

multicollinearity which, with a value of 12, was too high, possibly leading to a distor-

tion of parameter values. To solve this problem, correlation structures between indica-

tors of the relevant construct were taken into account when calculating the weights of 

the indicators. This is made possible by mode A of the partial least squares method 

(PLS) being used as analysis method in this paper. Since in mode A weights represent 

covariances between latent constructs and indicators. Following the logic of formative 

measurement models, measurement quality is evaluated by means of these indicator 

weights and their respective significances (Nunnally/Bernstein, 1994). Results of the 

measurement evaluation are illustrated in appendix 3. Values mentioned by Chin (1998) 

were used as boundary values. Predominantly, the criteria reach good values. Except for 

two indicators, the criteria are met with regard to all the other indicators. Eliminating 

formative indicators in the case of decreased quality is regarded critically in the litera-

ture. When the hypothesis test instead of the optimization of statistical quality measures 

is being emphasized, an adaptation of the model with formative indicators is not advised 

(Hinkel, 2001). In this case, formative indicators were therefore not eliminated. Equally, 

the Stone-Geisser test shows commuality-Q
2
 values of constructs above zero, which 

suggests a sufficient predictive relevance of the measurement model. 
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4.3 Evaluation of the structural model 

 

The analysis of the full model (see appendix 1) was carried out by using the partial least 

squares method (PLS). As with the PLS method no special conditions are to be met 

when distributing the data, only non-parametrical tests can be used. For evaluating the 

quality of the structural model, the following criteria are mentioned in the literature: the 

coefficient of determination, the path coefficient, the effect size and the Stone-Geisser 

test (Götz/Liehr-Gobbers, 2004). When analyzing the structural model, which illustrates 

the correlations between measures and information exchange, it becomes evident that 

some path coefficients with a value > 0.1 refer to a correlation between single measures 

and the exchange of information (Seltin/Keeves, 1994). Equally, effect size calculations 

indicate that the measures exert strong to substantial influence on information exchange. 

This investigation is based on one-sided significance tests as the hypotheses established 

and to be verified are directional, i.e. with regard to measures, an effective direction to-

wards the information exchange can be assumed. At the same time, the coefficient of 

determination of the endogenous latent variable ‘information exchange’ has an average 

to substantial value with R
2
 = 0.486 (Chin, 1998). Equally, the Stone-Geisser test car-

ried out shows, with Q
2
 = 0.2634 > 0, adequate prognostic relevance of the structural 

model (Chin, 1998). Overall, the structural model can therefore be considered adequate 

with regard to quality so that valid statements can be made on the basis of this model. 

 

4.4 Parameter estimation  

 

The calculation of parameters to estimate possible correlations is being done on the ba-

sis of the PLS estimation algorithm by Wold (1985). Finally, estimation values are as-

sessed by means of significance tests which can be performed with approximate t-

statistics generated by resampling techniques. Resampling is a computer-based statisti-

cal method for the specific analysis of data. For want of appropriate distribution as-

sumptions with the PLS-method, statements on the significance level can only be made 

on the basis of additional resampling plans like bootstrapping and jackknifing. Calcula-

tion results are illustrated in figure 2. 

 

Figure 2: 

 

Insert figure 2 
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With regard to the measures ‘reputation mechanism’, ‘specific investments’ and ‘pre-

miums’, according to the hypothesis H01, H02 and H03, a positive association with in-

formation exchange was assumed. The path coefficient of the measure ‘premiums’, with 

a value of -0.023, the coefficient of the measure ´specific investments`, with a value of -

0.053 and also the coefficient of the measure `reputation mechanism`, with a value of 

0.008, refer to a missing association with regard to information exchange 

(Seltin/Keeves, 1994). With a value of t = 0.2233, a value of t = 0.4675 and a value of t 

= 0.0838, these ones can be considered negligible. Thus, these hypotheses remain with-

out results.  

 

As to the measures ‘monitoring’ and `frequent meetings`, also a positive association ac-

cording to the hypotheses H04 and H05 between these measures and information ex-

change was assumed. The path coefficient of the measure ‘monitoring’ shows a value of 

(0.437, p < 0.01) and the coefficient of the measure `frequent meetings` a value of 

(0.509, p < 0.01) therefore indicates a strong, positive and significant association re-

garding information exchange. These hypotheses can therefore not be rejected. Propor-

tional to the other measures, the measure ‘monitoring’, with an effect size of f
2
 = 0.12, 

exerts a weak to moderate influence on information exchange and the measure `frequent 

meetings`, with an effect of f
2  

= 0.21, exerts a moderate to strong influence on informa-

tion exchange. 

 

With respect to the measure ‘explicit contract’, a negative association according to hy-

pothesis H06 between this measure and information exchange was assumed. The path 

coefficient of the measure ‘explicit contract’ shows a value of (-0.188. p < 0.10) and 

therefore indicates a weak, negative association with regard to the information ex-

change. The relevant hypothesis can therefore not be rejected. The negative influence of 

the measure ‘explicit contract’ on the information exchange proportional to the other 

measures and with an effect size of f
2
 = 0.02 has to be considered weak.  

 

5 Discussion of results and implications for theory and practice 

 

The summary of the hypothesis test produces mixed results. While one half of the hy-

potheses could not be rejected and thus the assumptions made could be supported, the 
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other half of the hypotheses remain without results and thus make the interpretation and 

discussion of findings difficult. 

 

Reputation 

With respect to the measure ‘reputation mechanism’, the result is unclear. At first, repu-

tation does not seem to be a significant measure either. Further investigations, however, 

i.e. when only relationships with main suppliers of more than 10 years are considered, 

suggest a possible correlation between reputation mechanism and information ex-

change. This could be explained by the fact that this measure proves to be effective only 

in the long run. A possible cause for this might be the period of time that it takes to 

build a reputation mechanism. 

When looking at single measures, it seems that this assumption can be confirmed since 

the single measure “response to a known misdemeanour of the main supplier” contrib-

utes the most to information exchange variance. By contrast, the two other measures 

which ensure the communication and diffusion of the main supplier’s unfair behaviour, 

contribute to a far lesser degree to information exchange variance.  

In the long run, buyers should supposedly diffuse and also communicate the experiences 

gained with their main supplier, i.e. build a reputation mechanism. By doing so, trust-

building mechanisms can be enhanced and the main supplier’s opportunistic behaviour 

might be prevented by also communicating bad experiences made with him or her. 

Jonsson/Zineldin (2003) for instance were able to prove that reputation positively influ-

ences the supply chain performance. Here, reputation was seen as one of the key factors 

(cf. Jonsson/Zineldin 2003, p. 236). A party’s good reputation builds trust in another 

party and is thus the foundation for the formation of a close and long-term relationship. 

According to Ploetner/Ehret (2006, p. 8) who have looked at trust-building measures 

within SCM, however, this is a long drawn-out process. Therefore, building a reputation 

mechanism must probably be seen as a long-term measure to promote information ex-

change whose full potential unfolds only in the future. 

 

Specific investments 

Equally, as far as specific investments are concerned, the result remains unclear. Basic 

data prove that companies for the most part refrain from using this measure. Specific 

investments as well might hardly be relevant for information exchange within SCM.  
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On closer examination of the single measures, information exchange is affected most 

profoundly by the main supplier’s adaptation of the information processes, while the 

other measures do influence information exchange only slightly or not at all. 

A possible explanation might be found in Joshi/Stump´s (1999) publication. 

Joshi/Stump (1999) establish a negative association between specific investments and 

long-term relationships, often found within SCM and units examined here. They inter-

pret this result in such a way that using specific investments is likely to promote oppor-

tunistic behaviour in long-term relationships. 

They also point out that this result according to the ‘transaction cost theory’ is quite as-

tonishing and not explainable (cf. Joshi/Stump 1999, p. 344). However, the authors try 

to explain this result by referring to the ‘relational exchange theory’. By means of this 

theory they come to the conclusion that there are situations in which the negative effect 

of specific investments is more important than the positive effect of dependence, i.e. the 

value of continuing relationships are no longer important for the investing party (cf. 

Joshi/Stump 1999, p. 346). Thus, the parties behave contrary to the transaction cost the-

ory. 

Another publication that deals with specific investments within SCM, refers to specific 

risks with regard to investment decision-making. In this study, investment decision-

making from the suppliers’ view was being examined, namely in supply chain networks 

dominated by buyers (cf. Ojala/Hallikas 2006). With regard to specific investments, 

they identified lack of trust, insufficient information transfer on the buyer’s part as well 

as existing power asymmetries as potential risk factors. The authors stress the fact that 

investment decision-making within SCM is a complex and high-risk problem when it 

comes to decision-making. They note, however, that the necessity of a close coopera-

tion, as within SCM, progressively increases the pressure on suppliers to make specific 

investments. They argue that the willingness to make specific investments within SCM 

is closely linked to the following factors: open information exchange, mutual depend-

ence and a trusting atmosphere. Therefore, specific investments do not seem to have any 

effects on information exchange. The exchange of information is rather a prerequisite 

for the willingness to make specific investments. 

 

Premiums 

As to the measure ‘premiums’, there is no clear result. Basic data show that a high per-

centage of companies do not use premiums. This could be explained by the fact that 

premiums might not be truly relevant for information exchange within SCM.  
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The indicator that measures to what extent contractual stipulations with the main sup-

plier do exist with regard to financial remunerations also suggests that premiums by 

means of monetary incentives are not truly significant. This single measure does not 

contribute to explaining the variance of the information exchange  and does therefore 

not influence it. 

 

This might be due to the fact that business partners´ socialization, promoted on a long-

term basis, to expect financial remunerations for providing certain information, does not 

seem to make sense and would involve unsustainable costs. 

Radhakrishnan/Srinidhi (2005), who have examined the effects of a resource-based re-

muneration system to improve information exchange in a value-added chain, also come 

to this conclusion. The authors of this paper tried to identify under which monetary 

conditions the retailer is ready to disclose the informational advantage he or she has 

over the manufacturer regarding market information. They found that the retailer’s 

readiness to pass on his or her knowledge depends not only on the quantity of informa-

tion but also on the result he or she might be able to realize when the market informa-

tion is not shared with the manufacturer. In order to be able to use the additional infor-

mation, however, the manufacturer will incur costs which usually exceed the benefits he 

or she might gain from the additional information. Thus, premiums do not seem to be 

suitable measures to encourage information exchange. Alternatively, rather than pro-

moting monetary remunerations in terms of extrinsic motivation the participants’ intrin-

sic motivation should be encouraged instead. By doing so, they will recognize the im-

portance of information exchange when it comes to a more efficient and effective com-

pletion of their tasks. 

 

Frequent meetings 

As expected, frequent meetings exert a positive influence on information exchange.  

On closer examination of the single measures it becomes clear that meetings which help 

to improve cooperation exert a positive influence on information exchange. Results 

found in previous papers, especially with regard to inter-organizational communication, 

could thus be confirmed. Large (2006, p. 1023; 2004, p. 439) also found that communi-

cation quantity is truly relevant for successful supplier management performance pro-

vided that the relationship is based on a good and solid foundation. Besides, Wallen-

burg’s findings (2004, p. 249) equally confirm that relationship intensity can positively 

influence communication and information intensity. These results show that frequent 
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meetings are of great importance for close and long-term relationships as found within 

SCM. 

 

Purchasers are therefore advised to regularly contact and personally meet with their 

main suppliers and to strengthen this relationship. Here, frequent meetings and the qual-

ity of information exchanged are important factors. Intensive communication leads to 

better informed parties, which again creates a trusting atmosphere and a close and long-

term relationship. 

 

Monitoring 

As expected, monitoring measures exert a positive effect on information exchange. 

Thus, previous results on possibilities to implement monitoring measures could be con-

firmed (Murry/Heide, 1998; John, 1984). Both Murry/Heide (1998) and John (1984) 

came to the conclusion that monitoring should only be applied within trusted relation-

ships. In their publications, they draw the conclusion that, in fact, monitoring poses a 

risk when pursuing common goals. Within trusted relationships, this risk can considera-

bly be reduced. In simple terms, the result could be summarized within the following 

thesis: monitoring in long-term relationships encourages the pursuit of shared informa-

tion exchange. In accordance with indicator weights, the verification of documents and 

reports as well as the supervision of the communication with the main supplier play im-

portant roles. The assignment of process teams, however, seems to have less signifi-

cance for the improvement of information transfer. 

Equally, other publications refer to the fact that monitoring measures are frequently 

drawn on by the industry (Shutt, 1995). It has to be taken into consideration, however, 

that monitoring measures involve certain costs. Besides, monitoring measures seem to 

exert weaker effects on information exchange than the measure ‘frequent meetings’ 

does. Therefore, when using monitoring measures, it has to be made sure that costs are 

carefully weighed against the potential benefits of information exchange. 

 

Explicit contracts 

Explicit contracts negatively influence information exchange within SCM and should 

thus be avoided if possible. 

 

Previous investigations suggested a negative influence on opportunistic behaviour (Ca-

vusgil/Deligonul/Zhang, 2004), a fact that this investigation supports. Consequently, it 
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can be concluded that explicit contractual stipulations regarding information exchange 

within SCM are probably rather inappropriate. 

This is particularly relevant if the information need repeatedly changes and if there is a 

comprehensive information network, a condition typical for relations within SCM. 

 

Another indication is the strong indicator weighting (CONTRACT1), measuring the 

regulations on scope and frequency of product and cost information to be exchanged 

with the main supplier. Here, especially explicit stipulations might be concerned, limit-

ing the necessary flexibility during the exchange of information (cf. Anderson et al. 2001).  

Especially those sectors that are subject to constant changes with regard to product or 

cost information are advised to refrain from such explicit contracts. In fact, other 

mechanisms come into play here as explicit contracts might also inhibit the adaptation 

to changing market conditions (cf. Brown/Cobb/Lusch 2006). In this way, contractual 

stipulations might have negative consequences for a party and as a result will probably 

trigger opportunistic behaviour on its part. 

Next to explicit contracts, relational contracts become increasingly important in relevant 

literature. These contracts are based on implicit agreements that in particular comprise 

common values, norms, expectations and beliefs. By means of these relational contracts, 

it is possible to establish the roles and expectations of the parties, while, at the same 

time, the parties’ flexibility and autonomy is not undermined (cf. Brown/Cobb/Lusch 

2006). In their paper Brown/Cobb/Lusch (2006) have looked at the effects of explicit 

and relational contracts within SCM and come to the conclusion that explicit contracts 

have legalizing roles in trade relationships but do not exactly help to improve relations. 

In fact, the authors find that by means of relational contracts differing role perceptions 

can be resolved. 

 

In summary, it can be ascertained that the measures to promote information exchange 

seem to supplement each other and can therefore not be substituted. Other publications 

support this assumption. Murry/Heide (1998) find for example that premiums function-

ing as incentives apparently cannot be compensated by personal relationships. Equally, 

Poppo/Zenger (2002) indicate that formal control mechanisms in fact complement those 

mechanisms that help to promote personal relationships. 

 

The implications and consequences for practitioners can be summarized as follows: 
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• A reputation mechanism is, in the long run, of significance for information ex-

change within SCM. Building reputation should thus be seen as a long-term in-

vestment. 

• Specific investments must be seen as rather inappropriate when it comes to en-

couraging information exchange within SCM. In fact, a functioning information 

exchange is a prerequisite for specific investments to be beneficial. 

• Premiums do not significantly influence information exchange within SCM and 

should thus be avoided. 

• Frequent meetings can encourage information exchange considerably within 

SCM and should thus be used extensively. 

• Monitoring measures are an essential instrument when it comes to encouraging 

information exchange within SCM. Costs of these measures, however, should be 

taken into consideration. 

• Explicit contracts do have a negative effect on information exchange within 

SCM and should thus be avoided if possible. 

 

 

6 Limitations of this paper and suggestions for further research  

 

Methodically, this investigation shows that, by considering the effects of measures on 

information exchange in an overall model, valid results can be produced. By combining 

the measures in a full model, it is possible to better evaluate potential interdependencies 

as well as the effects of the measures as far as their intensity on the information ex-

change is concerned. It was thus possible to make statements on the effect of each 

measure proportional to the other measures. In accordance to the coefficient of determi-

nation, which indicates the explained variance of the information exchange, it can be 

ascertained, however, that measures examined here only account for about 50 percent of 

the variance. It is therefore possible that other factors that, so far, have not been taken 

into consideration, influence information exchange as well. Neither premiums nor spe-

cific investments make a noteworthy impact on information exchange. This, at first 

glance, also applies to the reputation mechanism. As far as these measures are con-

cerned, the principal-agent theory does not necessarily help to illustrate information ex-

change. This implies that the principal-agent theory, in some areas, meets its limits. 
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The principal-agent theory only allows for a partial consideration of possible measures, 

i.e. from the purchaser’s view. Consequently, those measures that, from the main sup-

plier’s perspective, might improve the exchange of information have not been consid-

ered. For this reason, relevant measures should also be examined from this perspective. 

In this paper, the authors looked at bilateral relationships between the buyer and the 

main supplier. In order to give the complexity of supply chains more attention, how-

ever, future research should also include the implementation of measures to promote 

information exchange for the entire supply chain. Besides, institutional framework con-

ditions might be able to influence the application of measures that are not taken into 

consideration within the principal-agent theory. 

Institutional framework conditions include e.g. cultural norms as well as laws and regu-

lations that may limit a company’s room to manoeuvre. These framework conditions 

might e.g. influence the way certain measures are being applied. 

Furthermore, future research should include another differentiation on the subject ‘in-

formation exchange’ in order to determine whether the implementation of relevant 

measures leads to differences in quality or quantity during the exchange of information. 

A model was developed in order to explain the information exchange within SCM. The 

validation, however, was limited to German companies only. Therefore, further research 

on the verification and application of the model within an international context would 

be helpful. Results show that trust-building measures and interactions associated with 

them like e.g. frequent meetings between participants are of particular importance  for 

the information exchange within SCM. As, however, direct interactions between par-

ticipants are no longer considered in the principal-agent theory, in this regard this theory 

reaches its limits. Further observations with regard to the interaction behaviour in par-

ticipants and thus on information exchange therefore should be based on behaviour-

based theories instead. 

Page 23 of 33

http://mc.manuscriptcentral.com/tprs  Email: ijpr@lboro.ac.uk

International Journal of Production Research

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60



For Peer Review
 O

nly

 24

References 
Akerlof, G. A. 1970. The Market for Lemons: Quality Uncertainty and the Market Mechanism. Quarterly 

Journal of Economics, Vol. 84, 488-500. 

Anderson, J.C., Gerbing, D.W., 1991. Predicting the Performance of Measures in a Confirmatory Factor 

Analysis with a Pretest Assessment of their Substantive Validities. Journal of Applied Psychology 76 (5), 

732-740. 

Anderson, J.C., Narus, J.A., 1990. A model of distributor firm and manufacturer firm working 

partnerships. Journal of Marketing 54 (1), 42-58.  

Anderson, E.; Jap, S.; Azoulay, P.; Henderson, R.; Mayer, K.; Silverman, B. (2001): Challenges in 

creating and maintaining"hand-in-glove” buyer supplier relationships. Washington, DC, August 2001. 

Armstrong, J.S.; Overton, T.S. (1977): Estimating Nonresponse Bias in Mail Surveys, in: Journal of 

Marketing Research 14. Jg. (1977), S. 396-402. 

Arrow, K.J., 1986. Agency and the Market. In: Arrow K.J., Intriligator, M.D. (Eds.). Chapter 23, 

Handbook of Mathematical Economics, Band III, Amsterdam, 1183-1195. 

Bollen, K.A., Lennox, R., 1991. Conventional Wisdom in Measurement: A Structural Equation 

Perspective. Psychological Bulletin 110, (2), 305-314. 

Britton, L.C., Ball, D.F., 1999. Trust Versus Opportunism: Striking the Balance in Executive Search. 

Service Industries Journal 19 (2), 132-149. 

Brown, J.R., Cobb, A.T., Lusch, R.F., 2006. The roles played by interorganizational contracts and justice 

in marketing channel relationships. Journal of Business Research 59, 166-175. 

Büschken, J., 2002. Wirkung von Reputation zur Reduktion von Verhaltensunsicherheit (Effect of 

reputation to the reduction of behaviour uncertainty). Diskussionspapier der Katholischen Universität 

Eichstätt, Germany. 

Buvik, A., 2002. Hybrid governance and governance performance in industrial purchasing relationships. 

Scandinavian Journal of Management 18, 567-587. 

Buvik, A.; Haugland, S.A. (2003): Asset Speci_city, Relation Duration, and Contractual Safeguarding, 

TCE Workshop 2003, S. 2-33. 
Cachon, G.; Fisher, M. (2000): Supply chain inventory management and the value of shared information, in: 

Management Science 46 Jg. (2000) Nr. 8, S. 1032-1048. 

Cavusgil, S.T., Deligonul, S., Zhang, C., 2004. Curbing Foreign Distributor Opportunism: An 

Examination of Trust, Contracts, and the Legal Environment in International Channel. Journal of 

International Marketing 12 (2), 7-27. 

Chen, I.J., Paulraj, A., 2004. Towards a theory of supply chain management: the constructs and 

measurements. Journal of Operations Management 22, 119-150. 

Chin, W.W., 1998. The Partial Least Squares Approach to Structural Equation Modeling. Modern 

Methods for Business Research, G.A. Marcoulides (Ed.). Modern Business Research Methods. Mahwah, 

NJ: Lawrence Erlbaum Associates, 295-336.  

Diamantopoulos, A., Winkelhofer, H., 2001. Index Construction with Formative Indicators: an Alternative 

to Scale Development. Journal of Marketing Research 38 (2), 269-277. 

Doucette, W.R., 1997. Influences on member commitment to group purchasing organisations. Journal of 

Business Research 40, 183-189. 

Dyer, J.H., 1996. Does Governance Matter? Keiretsu Alliances and Asset Specificity as Sources of 

Japanese Competitive Advantage. Organization Science 7 (6), 649-666. 

Fawcett, S.E., Magnan, G.N., 2001. Achieving World-Class Supply Chain Alignment: Benefits, Barriers, 

and Bridges. Center for Advanced Purchasing Studies, Arizona State University, USA. 

Fawcett, S.E., Osterhaus, P., Magnan, G.N., Brau, J., McCarter, M.W. 2007: Information sharing and 

supply chain performance: the role of connectivity and willingness. Supply Chain Management: An 

International Journal, Vol. 12, No. 5, 358-368. 

Fawcett, S.E., Magnan, G.M., 2008. Supply chain alliances and social dilemmas: bridging the barriers 

that impeded collaboration. International Journal of Procurement Managmeent, Vol.3, No. 1, 318-342. 

Fawcett, S.E., Wallin, C., Allred, C., Magnan, G.N., 2009. Suply chain information-sharing: 

benchmarking a proven path. Benchmarking. An International Journal, Vol. 16 No2, 222-246. 

Feldmann, M., Müller, S., 2003. An incentive scheme for true information providing in Supply Chains. 

Omega – The International Journal of Management Science 31, 63-73. 

Forrester, J. W. 1978. Industrial Dynamics – A Major Breakthrough. Roberts, E. B. (Edit): Managerial 

Applications of System Dynamics, Cambrigde, MA, 37-65. 

Friese, M., 1998. Kooperation als Wettbewerbsstrategie für Dienstleistungsunternehmen (Co-operation as 

competition strategy for service enterprises). Wiesbaden, Germany. 

Fröhlich, M.T., Westbrook, R., 2001. Arcs of integration: an international study of supply chain strategies. 

Journal of Operations Management 19 (2), 185-200. 

Gierl, H., 2004. Welche Abnehmer verhalten sich gegenüber ihren Zulieferern opportunistisch? (Which 

customers behave opportunistic opposite to their suppliers?). Die Unternehmung 58 (1), 27-51. 

Page 24 of 33

http://mc.manuscriptcentral.com/tprs  Email: ijpr@lboro.ac.uk

International Journal of Production Research

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60



For Peer Review
 O

nly

 25 

Götz, O., Liehr-Gobbers, K., 2004. Analyse von Strukturgleichungsmodellen mit Hilfe der Partial-Least-

Squares (PLS)-Methode (Analysis of structure equation models with the help of the Partial least Squares 

(PLS) method). DBW 64, 714-737. 

Grant, D.B., Teller, C., Teller, W., 2005. Web-Based Surveys in Logistics Research: An Empirical 

Application. Kotzab, H., Seuring, S., Müller, M., Reiner, G., Research Methodologies in Supply Chain 

Management, Heidelberg New York. 

Grover, V., Malhotra, M.K., 2003. Transaction cost framework in operations and supply chain 

management research: theory and measurement. Journal of Operations Management 21, 457-473. 

Hamel, G.; Doz, Y., Prahalad, C.K., 1989. Collaborate with your competitors (?) and win. Harvard 

Business Review 67 (1), 133-139. 

Heide, J.B., 1994. Interorganizational Governance in Marketing Channels. Journal of Marketing 58, 71-

85. 

Heide, J.B., Miner, A.S., 1992. The shadow of the future: effects of anticipated interaction and frequency 

of contact on buyer-seller cooperation. Academy of Management Journal 35 (2), 265-291. 

Holmström, B., 1979. Moral Hazard and Observability. Bell Journal of Economics 10, 74-91. 

Huang, G.Q., Lau, J.S.J., Mak, K.L., 2003. The impacts of sharing production information on supply 

chain dynamics: a review of the literature. International Journal of Production Research 41 (7), 1483-

1517.  

Ittner, C.D., Larcker, D.F., Nagar, V., Rajan, M.R., 1999. Supplier selection, monitoring, and firm 

performance. Journal of Accounting and Public Policy 18, 253-281. 

Jarvis, C.B., Mackenzie, S.B., Podsakoff, P.M., 2003. A Critical Review of Construct indicators and 

Measurement Model Specification in Marketing und Consumer Research. Journal of Consumer Research 

30, 199-218. 

John, G., 1984. An Empirical Investigation of Some Antecedents of Opportunism in a Marketing 

Channel. Journal of Marketing 21, 278-289. 

John, G., Weitz, B., 1989. Salesforces compensation: An empirical investigation of factors related to use 

of salary versus incentive compensation. Journal of Marketing Research 26, 1-14. 

Jones, C., Hesterly, W.S., Borgatti, S.P., 1997. A General Theory of Network Governance: Exchange 

Conditions and Social Mechanisms. The Academy of Management Review 22 (4), 911-945. 

Joshi, A.W., Stump, R.L., 1999. Determinants of Commitment and Opportunism: Integrating and 

Extending Insights from Transaction Cost Analysis and Relational Exchange Theory. Canadian Journal of 

Administrative Sciences 16 (4), 334-352. 

Jonsson, P.; Zineldin, M. (2003): Achieving high satisfaction in supplier dealer working relationships, in: 

Supply Chain Management: An International Journal. Vol.l 8., No. 3, 224-240. 

Kemppainen, K.; Vepsalainen, A.P.J. 2003. Trends in industrial supply chains and networks. International 

Journal of Physical Distribution u. Logistics Management. Vol. 33., No. 8, 701-719. 

Klein, B., Crawford, R.G., Alchian, A.A., 1978. Vertical Integration, Appropriable Rents, and the 

Competitive Contracting Process. Journal of Law and Economics 22, 297-326. 

Kwon, I.W.G., 2004. Factors Affecting the Level of Trust and Commitment in Supply Chain 

Relationships. The Journal of Supply Chain Management, 4-23. 

Lal, R,. 1990. Improving Channel Coordination Through Franchising. Marketing Science 9 (4), 299-318. 

Large, R.O., 2004. Communication capability and attitudes toward external communication of purchasing 

managers in Germany. International Journal of Physical Distribution & Logistics Management 36 (6), 

426-444. 

Large, R.O., 2005. External communication behaviour of purchasers – effects on supplier management 

performance. Journal of Purchasing & Supply Chain Management 11, 28-41. 

Large, R.O. (2006): Interpersonelle Kommunikation und erfolgreiches Lieferantenmanagement. Analyse 

des externen Kommunikationsverhaltens von Bescha_ungsmanagern auf Basis eines 

Strukturgleichungsmodells, in: Zeitschrift f�ur Betriebswirtschaft 76. Jg. (2006) Nr. 10, S. 1005-1034. 
Lee, H. L./Padmanabhan, V./Whang, S. (1997): The Bullwhip Effect in Supply Chains, in: Sloan Management 

Review, Jg. 38, Nr. 1, S. 93-112. 

Li, S., Ragu-Nathan, B., Ragu-Nathan, T.S., Rao, S.S., 2006. The impact of supply chain management 

practices on competitive advantage and organizational performance. Omega – The International Journal 

of Management Science 34, 107-124. 

Lusch, R.F., Brown, J.R., 1996. Interdependency, Contracting, and Relational Behavior in Marketing 

Channels. Journal of Marketing 60, 19-38. 

McGee, K. 2004. Give me that real-time information, Havard Business Review, Vol. 82, No. 4, 26. 

Müller, M., 2005. Informationstransfer im Supply Chain Management (Information sharing in Supply 

Chain Management), Wiesbaden, Germany. 

Murry, J.P., Heide, J.B., 1998. Managing Promotion Program Participation within Manufacturer-Retailer 

Relationships. Journal of Marketing 62, 58-68. 

Noordewier, T.G., John, G., Nevin, J.R., 1990. Performance Outcomes of Purchasing Arrangements in 

Industrial Buyer-Vendor Relationships. Journal of Marketing, 80-93. 

Page 25 of 33

http://mc.manuscriptcentral.com/tprs  Email: ijpr@lboro.ac.uk

International Journal of Production Research

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60



For Peer Review
 O

nly

 26

Nunnally, J.C., Bernstein, I.H., 1994. Psychometric Theory. New York: McGraw-Hill, 3
rd 

edition. 

Ojala, M.; Hallikas, J. (2006): Investment decision-making in supplier networks: Management of risk, in: 

International Journal of Production Economics 104. Jg. (2006), S. 201-213. 

Ploetner, O.; Ehret, M. (2006): From relationships to partnerships – new forms of cooperation between 

buyer and seller, in: Industrial Marketing Management 35. Jg. (2006), S. 4-9. 

Poppo. L., Zenger, T., 2002. Do Formal Contracts and relational governance function as substitutes or 

complements?. Strategic Management Journal 23, 707-725. 

Radhakrishnan, S., Srinidhi, B. (2005): Sharing Demand Information in a Value Chain: Implications for 

Pricing and Pro_tability, in: Review of Quantitative Finance and Accounting 24. Jg. (2005) Nr. 1, S. 23-

45. 

Roloff, M. E., 1981. Interpersonal Communication: The social exchange approach. Beverly Hills, CA: 

SAGE Publications, Inc. 

Seltin, N., Keeves, J.P., 1994. Path Analysis with Latent Variables. Husen, T., Postlethwaite, T. (Ed.). 

The International Encyclopedia of Education. Oxford: Pergamon, 2
nd 

edition, 4352-4359. 

Shirley, M.M., Xu.L.C., 1998. Information, incentives, and commitment: an empirical analysis of 

contracts between government and state enterprises. Journal of Law, Economics, \& Organization 14 (2), 

358-378. 

Shutt, C.A., 1995. “1996 P-O-P Times Trends Surveys”, in: P-O-P Times 8 (10), 54-80. 

Spekman, R.E.; Kamauff Jr., J.W.; Myhr, N. 1998. An empirical investigation into supply chain 

management - A perspective on partnerships. International Journal of Physical Distribution & Logistics 

Management. Vol. 28., No. 8, 630-650. 

Stank, T., Crum, M., Arango, M., 1999. Benefits of interfirm coordination in food industry supply chains. 

Journal of Business Logistics 20 (2), 21-42. 

Stump, R.L., Heide, J.B., 1996. Controlling Supplier Opportunism in Industrial Relationships. Journal of 

Marketing Research 33, 431-441. 

Vachon, S.; Klassen, R.D. (2006): Extending green practices across the supply chain: The impact of 

upstream and downstream integration, in: International Journal of Operations & Production 

Management 26. Jg. (2006) Nr. 7, S. 795-821. 

Wallenburg, C.M. (2004): Kundenbindung in der Logistik. Eine empirische Untersuchung zu ihren 

Einussfaktoren, Haupt Berne 2004. 

Wathne, K.H., Heide, J.B., 2000. Opportunism in Interfirm Relationships: Forms, Outcomes and 

Solutions. Journal of Marketing 64, 26-51. 

Windischer, A., Grote, G., 2003. Success Factors for Collaborative Planning. Seuring, S., Müller, M., 

Wold, H., 1985. Partial Least Squares. Kotz, S., Johnson, N.L. (Ed.). Encyclopaedia of Statistical 

Sciences, Volume 6. New York: Wiley, 581-591. 

 

Page 26 of 33

http://mc.manuscriptcentral.com/tprs  Email: ijpr@lboro.ac.uk

International Journal of Production Research

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60



For Peer Review
 O

nly

 27 

Figure 1: 
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Figure 2: 

 

   
(Significance level: * p ≤ 0.10; ** p ≤ 0.05; *** p ≤ 0.01) 
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Appendix 1: 

Full model 
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Appendix 2: 

Table 2: Indicators of the measurement model 

 
Constructs Indicator identification Indicator text Indicator code 

Contractual arrange-

ments(cf. Bu-

vik/Haugland 2003, p. 32, 

cf. Lusch/Brown 1996,  

p. 35) 

The contract with our main supplier 

stipulates to what extent and at which 

intervals product or cost information has 

to be exchanged. 

CONTRACT1 

(formative) 

Contractual sanctioning 

mechanisms  

(cf. Cavusgil/ Deli-

gonul/Zhang 2004,  

p. 17) 

The contract with our main supplier 

clearly stipulates what consequences 

will result from late or incomplete pro-

vision of product or cost information 

agreed upon. 

CONTRACT2 

(formative) 

Contractual incentive 

mechanisms (cf. Heide 

1994, p. 75; cf. 

Shirley/Xu 1998,  

p. 370) 

The contract with our main supplier 

clearly stipulates which financial remu-

neration is to be paid for the timely and 

complete provision of product or cost 

information agreed upon. 

CONTRACT3 

(formative) 

Contractual control 

mechanisms (cf. Heide 

1994, p. 75; cf. 

Shirley/Xu 1998,  

p. 370) 

The contract with our main supplier 

clearly specifies which mechanisms can 

be used to supervise the flow of infor-

mation. 

CONTRACT4 

(formative) 

Explicit 

Contract 

Existent contractual regu-

lations (cf. Bu-

vik/Haugland 2003, p. 

32) 

Contractual stipulations specify the 

communication and information-based 

operations between our company and 

our main supplier. 

CONTRACT0 

(reflective) 

Information-based output 

control (cf. Noordew-

ier/John/ Nevin 1990, p. 

92) 

Our company records in writing whether 

the main supplier provides reports, lists 

or similar with the relevant cost or prod-

uct information in a timely and complete 

manner. 

MONITOR1 

(formative) 

Communication-based 

output control (cf. Noor-

dewier/ John/Nevin 1990, 

p. 92) 

Our company supervises whether prod-

uct and cost information to be provided 

by the main supplier is being communi-

cated to our employees. 

MONITOR2 

(formative) 

Behaviour-based control 

(cf. Ittner et al. 1999, p. 

266) 

Our company uses process teams or 

other mechanisms to observe the flow of 

information between us and our main 

supplier. 

MONITOR3 

(formative) 

Monitoring 

Existent control (in ac-

cordance 

withStump/Heide 1996) 

Our company has protocols or similar 

concerning the communication and 

information-based operations with our 

main supplier. 

MONITOR0 

(reflective) 

 

Behaviour-based premi-

ums (in accordance with 

Britton/Ball 1999, p. 134 

et seq., Murry/Heide 

1998, p. 60) 

For the main supplier’s suggestions 

leading to the improvement of our cost 

or performance management, monetary 

incentives are being granted. 

PREMIUM1 

(formative) 

Output-based premiums 

(in accordance with 

Murry/Heide 1998,  

p. 60, Britton/Ball 1999, 

p. 134 et seq.) 

For the main supplier’s improved per-

formance in terms of a more transparent 

presentation of or a faster provision with 

cost or product information, monetary 

incentives are being granted 

PREMIUM2 

(formative) 

Premiums 

Monetary incentive 

mechanisms (in accor-

dance with Murry/Heide 

1998, p. 60, Britton/ Ball 

1999, p. 134 et seq.) 

We grant our main supplier monetary 

incentive to remunerate him for the good 

communication and execution of infor-

mation-based operations. 

PREMIUM0 

(reflective) 
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Investment in physical 

assets (cf. Kwon 2004, s. 

appendix) 

At our request, our main supplier has 

made significant investments in specific 

communication and information systems 

within our business relationship. 

INVESTMENT1 

(formative) 

Investments in structural  

assets (cf. Kwon 2004, s. 

appendix) 

At our request, our main supplier has 

adapted his information processes to our 

requirements. 

INVESTMENT2 

(formative) 

Investment in human 

resources (cf. Kwon 

2004, s. appendix) 

At our request, our main supplier has 

made considerable investments in the 

qualification of our employees with 

regard to communication. 

INVESTMENT3 

(formative) 

Specific In-

vestments 

Existent specific invest-

ments (cf. Joshi/Stump 

1999, 

p. 351) 

Thanks to our main supplier’s invest-

ments, our company has special equip-

ment or qualifications concerning in-

formation-based operations and com-

munication with our main supplier. 

INVESTMENT0 

(reflective) 

Exchange on objectives 

(in accordance with the 

collaboration concept, cf. 

Friese 1998, p. 62) 

Regular meetings with our main supplier 

are being organized to determine com-

mon goals. 

MEETING1 

(formative) 

Exchange on process 

improvements (cf. 

Chen/Paulraj 2004, p. 

141) 

We regularly discuss possibilities to 

improve processes with our main sup-

plier. 

MEETING2 

(formative) 

 

Exchange on the determi-

nation of responsibilities 

(in accordance with the 

collaboration concept, cf. 

Friese 1998, p. 62) 

We regularly meet with our main sup-

plier to determine tasks and responsibili-

ties. 

MEETING3 

(formative) 

Frequent Meet-

ings 

Existent regular meetings 

(cf. Chen/ Paulraj 2004, 

p. 141) 

Regular meetings are being scheduled 

with our main supplier. 

MEETING0 

(reflective) 

 

Communication (cf. Büs-

chken 2002, p. 6) 

We communicate any unfair behaviour 

of our main supplier to third parties. 

REPUTATION1 

(formative) 

Diffusion (cf. Büschken 

2002, p. 6) 

Third parties will spread information in 

our sector concerning any unfair behav-

iour that we might have experienced 

with our main supplier. 

REPUTATION2 

(formative) 

Reaction (cf. Büschken 

2002, p. 6.) 

Business connections with other compa-

nies in our sector help to directly com-

municate any unfair behaviour of our 

main supplier to a large number of peo-

ple, which will result in our main sup-

plier’s loss of reputation. 

REPUTATION3 

(formative) 

Reputation 

mechanism 

Functioning reputation 

mechanism (cf. 

Jones/Hesterly/ Borgatti 

1997, p. 926) 

If we have bad experiences with our 

main supplier, his reputation will be 

damaged. 

REPUTATION0 

(reflective) 

Efficiency (cf. Chen/ 

Paulraj 2004, p. 141) 

Exchange of product or cost information 

with our main supplier is timely. 

INFORMATION  

EXCHANGE1 

(formative) 

Reciprocity (cf. 

Chen/Paulraj 2004,  

p. 141; Lusch/Brown 

1996, p. 35) 

We inform one another of events or 

changes regarding products or costs that 

concern the other party. 

INFORMATION  

EXCHANGE2 

(formative) 

Anticipation (cf. 

Lusch/Brown 1996, 

p. 35) 

Our main supplier, without request, 

supplies information on costs or prod-

ucts that might be relevant for us. 

INFORMATION  

EXCHANGE3 

(formative) 

Information 

Exchange 

Information value 

(cf. Chen/Paulraj 2004, p. 

141) 

We share even sensitive information 

with our main supplier. 

INFORMATION 

EXCHANGE4 

(formative) 
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Existent information 

exchange (cf. 

Brown/Cobb/Lusch 2006, 

p. 170) 

Communication with our main supplier 

is open and prompt. 

INFORMATION 

EXCHANGE0 

(reflective) 
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Appendix 3: 

Parameter estimations of the measurement model  

 

 
Indicator Psa-

Index 

Csv-

Index 

VIP (max) Weights t-statistic Two-

product-

model 

t-statistic Commu-

nality-Q2 

CONTRACT1 1 1 0.422 3.453*** 

CONTRACT2 0.9 0.8 0.371 3.982*** 

CONTRACT3 0.8 0.6 0.099 0.572 n.s. 

CONTRACT4 1 1 

12.798 

0.291 2.859*** 

0.744 17.476*** 0.657 

MONITOR1 0.9 0.8 0.602 6.708*** 

MONITOR2 0.9 0.8 0.311 4.620*** 

MONITOR3 0.7 0.4 

12.798 

0.274 3.230*** 

0.650 9.854*** 0.670 

PREMIUM1 1 1 0.795 1.493* 

PREMIUM2 1 1 

12.683 

0.235 0.456 n.s. 

0.656 4.501*** 0.898 

INVESTMENT1 1 1 0.292 1.544* 

INVESTMENT2 0.7 0.5 0.436 2.139** 

INVESTMENT3 1 1 

12.808 

0.375 2.520*** 

0.826 15.073*** 0.757 

MEETING1 0.8 0.6 0.403 12.70*** 

MEETING2 0.8 0.6 0.352 16.67*** 

MEETING3 0.9 0.8 

12.807 

0.332 12.40*** 

0.862 23.104*** 0.843 

REPUTATION1 1 1 0.313 2.682*** 

REPUTATION2 1 1 0.344 4.382*** 

REPUTATION3 1 1 

9.919 

0.406 2.973*** 

0.605 8.482*** 0.889 

0.411 11.838*** INFORMATION 

EXCHANGE1 

0.6 0.4 

0.293 6.215*** 

0.268 4.506*** 

INFORMATION 

EXCHANGE2 

0.7 0.5 

INFORMATION 

EXCHANGE3 

0.7 0.5 

INFORMATION 

EXCHANGE4 

1 1 

12.464 

0.292 6.735*** 

0.771 14.519*** 0.293 

(Redun-

dancy-

Q2) 

 

    (Significance level: * p ≤ 0.10; ** p ≤ 0.05; *** p ≤ 0.01) 
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