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As a consequence of the development of intensified relations with suppliers, for many firms
the supply chain has become a significant source of risk exposure. In this paper we examine
firms’ use of control practices to manage risks associated with intensified collaboration with
supply chain partners. Specifically, we examine how buyers manage risks associated with
interfirm transactions through their choice of supply partner, in terms of perceived good-
will and competence trust, and their use of multiple interrelated supply chain management
(SCM) control practices. These control practices include contractual contingency planning,
performance target setting, operational reviews, information sharing, supplier support and
joint problem solving. We collect survey data from Japanese manufacturing firms about
their relations with part suppliers to test hypotheses about the associations between trans-

action risks, selection of trusted suppliers and use of SCM practices. Our results support that
transaction characteristics that are at the basis of transaction risks significantly affect the
selection of trusted partners to collaborate with as well as their use of various control prac-
tices to manage relationships. We also find that in particular competence trust facilitates
the use of control practices to support effective SCM.
. Introduction

Supply chain relations are considered critical firm
ssets that can be leveraged to enhance firms’ compet-
tive position (Anderson and Dekker, 2009). Recognizing
he opportunities that firms’ supply chains present, an
xtensive literature has delved into the formation, design,
tructuring and performance of collaborative relations in
he supply chain. Simultaneously, it is realized that these

elations also expose firms to significant risks; risks that
eed to be mitigated in order to effectively reap collab-
rative benefits. In particular, risks have been identified
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relating to a lack of cooperation of exchange partners,
and to performance failures even with full cooperation
(Das and Teng, 2001; Langfield-Smith, 2008). Transac-
tion risks thus essentially relate to the risk that firms
do not achieve intended or desired outcomes of supply
chain transactions they engage in. In order to mitigate
these risks, the supply chain and broader interfirm alliance
literatures have focused predominantly on the role of for-
mal contracts in aligning parties’ interests, coordinating
across firm boundaries and controlling behavior (Anderson
and Dekker, 2005, 2010; Cachon, 2003; Malhotra and
Lumineau, 2011). In addition, recent studies find that by
reducing concerns about a partner’s trustworthiness and
competence, the choice of partner to collaborate with can

contribute significantly to mitigating perceived risks, while
it can also contribute to enhanced contract and control
design (Dekker, 2008; Dekker and Van den Abbeele, 2010;
Li et al., 2008).
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The extensive body of empirical research on interfirm
collaboration that has emerged in the last two decades pro-
vides significant evidence for the impact of pre-execution
choices on collaborative performance. Notwithstanding
the importance of these structural choices at the outset
of a relationship, it is recognized that collaborative per-
formance also critically depends on the actual practices
that complement partner choice and contract design, and
that facilitate adequate risk management of collaborative
relations (Schreiner et al., 2009). These control practices
are of particular importance since problems of coordi-
nation and cooperation typically cannot be foreseen and
mitigated completely ex ante through partner choice and
contracting. Despite their presumed impact on collabo-
rative success, these practices to manage interfirm risks
and enhance collaborative action have received much less
research attention (Miller et al., 2008; Schreiner et al.,
2009).

In this study we aim to enhance the understanding of
the practices used by collaborating firms to manage risk in
the supply chain and to gain control over their cooperative
activities. In particular, we aim to contribute to the litera-
ture on the control of interfirm relationships by developing
and testing a structural model of how transaction risks that
follow from transaction characteristics are associated with
use of a broad set of practices for planning, coordination,
and adaptation with supply chain partners before and dur-
ing transaction execution.1 We explicitly view these supply
chain management (SCM) practices to be aimed at man-
aging transaction risk, and to be (partially) embedded in
the partners’ exchange contract. As prior research indi-
cates that transaction risk also affects firms’ preferences for
trusted partners, and that collaborative practices require
the presence of trust, we also include in our analysis an
examination of how buyer trust in goodwill and compe-
tencies of selected suppliers mediate the effects of risk on
SCM practices.

We conduct our study in the setting of supply chain
relations between Japanese manufacturing firms and part
suppliers, which are known to engage in close collaboration
and to rely extensively on SCM practices such as contractual
contingency planning, target setting, performance mea-
surement, information sharing, supplier development and
support, and joint problem solving. Prior studies also find
that use of such practices varies across different trans-
actional contexts that entail different levels of risk, and
across different relational contexts that, through supplier
selection, are aligned with the transaction’s risk profile
(Asanuma, 1989; Cooper and Slagmulder, 2004; Nobeoka,

1999). Accordingly, we focus on buyers’ choices concern-
ing two dimensions of supply chain collaboration: (1) the
selection of trusted partners for supply chain transactions,

1 SCM involves coordinated efforts to plan and control the flow of mate-
rials and information within a chain of firms that process raw materials
into finished goods and deliver these to customers, aspiring to manage
this flow in a synchronized way (Min and Mentzer, 2004). In reviewing
the literature on SCM practices, Anderson and Dekker (2009) differentiate
between structural and executional SCM practices, which are inextricably
related and cover both pre-executional and executional accounting and
control practices.
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and (2) their use of a broad set of interrelated SCM practices
to manage these transactions.

To explain variation in these choices, we collect survey
data concerning the sourcing of parts that vary in charac-
teristics such as asset specificity, uncertainty, transaction
size, supplier competition and complexity, and thus entail
different levels of transaction risk (Anderson and Dekker,
2005). The survey specifically focused on two types of parts
(generic and specific), and for each part type asked respon-
dents to provide information about the general level of
trust in the suppliers they select for supplying these parts,
and about the use of SCM practices to manage supply
chain transactions with them. Results show that trans-
action characteristics relate significantly to the level of
goodwill and competence trust that buyers have in the sup-
pliers they choose for a transaction, which finding supports
the idea that buyers favor trusted suppliers for risky trans-
actions. We also find that the extent of use of SCM practices
is associated with these characteristics, which shows that
the implications of risk extend beyond the contract and
influence the broader package of practices to manage coop-
eration. Finally, we find that competence trust partially
mediates the effects of transaction characteristics on the
use of SCM practices, indicating that supplier competence
facilitates the use of SCM practices in response to transac-
tion risk.

Our key contribution is the simultaneous analysis of
how transaction characteristics that are at the basis of
transaction risk influences both the selection of trusted
partners for a transaction and their use of a broad package
of interrelated SCM practices to manage the transaction.
Our analysis shows that the influence of these transaction
characteristics reaches well beyond the contract, affecting
both the practices firms use to manage cooperation and
their selection of trusted partners, which in turn facilitates
SCM. While prior studies have examined partner trust and
specific SCM practices typically in isolation, our analysis
shows these choices are better seen as integrated responses
to a transaction’s risk profile, with the selection of trusted
suppliers complementing instead of substituting the prac-
tices that buyers use to gain control over supply chain
transactions. This analysis thus also suggests that trust and
SCM practices are not equally relevant to buyers for all
types of transactions, and instead gain importance when
the nature of the transaction generates greater transaction
risk.

Within this broader contribution, we also reflect on
the belief that formal contracting in the Japanese context
is of limited importance and substituted by collaborative
practices. Key to this belief is the role of social controls
and trust in governing relationships. This argument, how-
ever, ignores the multidimensional nature of contracts,
which in addition to safeguarding may also facilitate plan-
ning and provide a framework in which collaborative
practices are embedded (Luo, 2002; Tomkins, 2001). Our
evidence supports the idea that contracts do have an
important role in this Japanese research setting, in par-

ticular when increasing environmental variability requires
more extensive contingency planning to facilitate adapta-
tion and change. Importantly, we find these contingency
planning contracts to be part of the broader set of SCM
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ractices used by exchange partners, and that these prac-
ices jointly reflect a higher-order construct analogous
o what Schreiner et al. (2009) refer to as alliance man-
gement capability. This fits the idea of control practices
eing used in combination in response to contextual factors
Otley, 1980).

In the next section we review literature pertaining to
isk in and control of supply chains and develop the model
o be tested empirically. The sections thereafter discuss
he data collection, variable measurement, model analysis,
esults, and the discussion, conclusions and limitations.

. Theory and hypothesis development

We focus on Japanese manufacturing firms which are
nown to use close and intensive collaboration with sup-
liers. Prior research has well documented the nature of
uch relationships regarding relational context and use of
ollaborative practices (e.g., selection of trusted suppliers
nd use of various SCM practices for complex and risky
ransactions). Prior research also supports the idea that
se of collaborative (cost management) practices is sup-
orted by a stronger relational context characterized by
rust between exchange partners (Cooper and Slagmulder,
004). We focus on two key elements of cooperation
etween supply chain partners and examine these as a
unction of transaction risk: (1) buyers’ selection of trusted
uppliers, and (2) collaborative practices used to manage
he transaction.2

Prior studies on interfirm collaboration, and supply
hain relations in particular, have considered transaction
isk as a key determinant of these choices (Anderson and
ekker, 2010).3 In testing the impact of risk on firms’ gov-
rnance choices, studies have in particular examined how
hese choices are associated with different characteristics
f the transaction that jointly determine the level of trans-
ction risk. Important transaction characteristics that are
t the basis of transaction risk, and in empirical studies
odeled as antecedents of governance choices, include

sset specificity, transaction size, uncertainty, part com-
lexity and lack of competition (e.g., Anderson and Dekker,
005; Dekker, 2008; Ellis et al., 2010; Sako and Helper,
998; Vanneste and Puranam, 2010; Wuyts and Geyskens,
005). Asset specificity refers to significant investments

n human or physical assets that have little or no value
utside of the transaction, creating exposure of exchange

Wattel et al. / Management A
artners to opportunistic holdup and inducing a greater
eed for coordination across firm boundaries. Transac-
ion size provides an indication of the total exposure to

2 Consistent with prior SCM and outsourcing research (e.g., Anderson
nd Dekker, 2005; Dekker, 2003; Dekker and Van den Abbeele, 2010;
angfield-Smith, 2008; Langfield-Smith and Smith, 2003), we take the per-
pective of the buyer who typically initiates the transaction, and decides
n its scope and supplier selection.
3 Studies have distinguished two types of transaction risk: (1) relational

isk, concerning opportunistic behaviors of self-interested partners, and
2) performance risk, concerning performance failures even when part-
ers cooperate fully (Das and Teng, 2001). While describing different
bjects of risk, these risk types are considered to be strongly related as
oth derive from the same set of transaction characteristics (Anderson
t al., 2013).
potential opportunism and of coordination requirements
associated with the transaction.4 With respect to uncer-
tainty, critiques have been raised that prior studies have not
sufficiently distinguished between different types of uncer-
tainty that may affect supplier management practices (e.g.,
Chen and Paulraj, 2004; Geyskens et al., 2006).5 Accord-
ingly, we examine the effects of three types of uncertainty,
following from (1) environmental changes in market and
technology (environmental variability), (2) unpredictability
of technology development (technological unpredictabil-
ity), and (3) monitoring problems regarding the suppliers’
behaviors and performance (monitoring problems). While
variability is expected to induce greater use of supplier
management practices to anticipate and manage fluctua-
tions (e.g., Ellis et al., 2010), by their nature unpredictability
and monitoring problems are predicted to inhibit practices
such as planning, target setting, and performance measure-
ment (Geyskens et al., 2006). In particular, prior studies
suggest that with significant unpredictability and monitor-
ing problems, firms favor risk taking over the development
of disproportionally costly controls (Anderson and Dekker,
2005; Geyskens et al., 2006; Poppo and Zenger, 1998). Part
complexity creates a need for coordination among trans-
action partners, and introduces ambiguity about the cause
of transaction failure, which in turn makes it difficult to
apportion blame. Part complexity typically increases when
parts are customized to buyers’ requirements (Ellis et al.,
2010). To capture this complexity, prior Japanese supply
chain studies have differentiated between generic parts
(i.e., parts and materials not designed and manufactured
specifically to customers’ specifications and requirements),
and specific parts (i.e., parts and materials designed and
manufactured specifically to customers’ specifications and
requirements) (e.g., Nobeoka, 1999). Lack of competition
(or ‘market thinness’) in the supplier’s market, finally,
limits the ability to compare and replace suppliers, increas-
ing transaction hazards (Anderson and Dekker, 2005; Ellis
et al., 2010). Jointly, these transaction characteristics are
at the basis of the transactional risk that exchange part-
ners face and thus are expected to affect the scrutiny in
the choice of partner to collaborate with and the use of
SCM practices to manage and control the relationship with
suppliers. In particular, as we argue in the next section,
the transaction risks these factors generate are expected
to induce buyers on the one hand to favor suppliers they
trust in terms of goodwill and competence, and on the other
hand to affect the extent of use of SCM practices to control

ting Research 24 (2020) 122–139
and coordinate the transaction.
Fig. 1 provides an overview of the relationships that we

develop in the next section. We first review the use of SCM

4 Transaction size also relates to the size of the supplier base for dif-
ferent types of parts. Chen and Paulraj (2004), for instance, describe
how many firms recently have engaged in reducing the supplier base by
concentrating transactions at fewer suppliers. This practice is typically
associated with tighter partner selection processes and more extensive
coordination during transaction execution, such as increased information
sharing and interaction.

5 Similar arguments on the need to differentiate between multiple
dimensions of the firm environment are made within contingency-based
studies into management control design (e.g., Chenhall, 2003).
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Fig. 1. Hyp

practices in buyer–supplier relationships, and then how
characteristics of selected suppliers are expected to relate
to the use of SCM practices.

2.1. Transaction risk and the use of supply chain
management practices

In examining the management of interfirm relations,
prior studies have paid particular attention to firms’ con-
tracting choices to establish incentive alignment and joint
coordination (e.g., Anderson and Dekker, 2005; Dekker,
2008; Malhotra and Lumineau, 2011). In general, this lit-
erature finds that contracts not only fulfill the function
of managing relational risks that relate to opportunistic
behaviors of self-interested partners, but also of per-
formance risks that arise even with full cooperation by
providing a framework for coordination and adaptation
across firm boundaries. Indeed, most prior studies have
viewed formal contractual choices aimed at mitigating and
managing these transaction risks as a key driver of collabo-
rative performance (Anderson and Dekker, 2010; Schreiner
et al., 2009). At the same time it is recognized that contracts
are inherently incomplete and since problems of coop-
eration and coordination cannot be completely foreseen
ex ante, they need to be complemented by practices that
enable risk management during the relationship.

In contrast to the emphasis on structural design choices,
prior studies have only to a limited extent focused on the
control mechanisms and practices used during transaction
execution.6 With respect to alliance management studies,
Schreiner et al. (2009) comment that “prior research does
not sufficiently account for some of the specific imple-
mentation skills that enable a firm to effectively manage

an alliance when it’s up and running after formation or
design” (p. 1399). Similarly, Miller et al. (2008) criticize
prior research on formal risk management practices in

6 Some exceptions are Anderson et al. (2013), Cooper and Slagmulder
(2004), Dekker and Van den Abbeele (2010), Langfield-Smith and Smith
(2003), Langfield-Smith (2008) and Mahama (2006).
ed model.

interfirm relationships for neglecting the processes that
facilitate cooperation and lateral information flows. Impor-
tant collaborative practices identified in the literature
include the coordinating of tasks across firm boundaries,
the exchange of information and know-how, collaborative
problem resolution, partner development and support, and
more generally the influencing of behaviors of individ-
uals who are involved in the relationship on an ongoing
basis (e.g., Dekker, 2004; Doz, 1996; Schreiner et al., 2009).
Schreiner et al. (2009) argue that cooperative capabilities
essentially entail firms’ skills with respect to these issues,
which they classify as coordination, communication and
bonding skills. Underlying these skills are various specific
practices that, over time, enable firms to mitigate or reduce
risks related to inadequate cooperation and coordination
and to gain control over collaborative activities.

Prior studies of Japanese supply chain relations
have focused primarily on the collaborative practices of
exchange partners to set up and manage their collaborative
efforts. Important practices identified between Japanese
business partners include contractual contingency planning,
target setting, operational reviews, information sharing, sup-
plier support, and collaborative problem solving (Asanuma,
1984, 1989; Cooper and Slagmulder, 2004; Fujimoto, 1997,
2001; Itami, 1988; Kato, 1993, 1994; Manabe, 2004;
Nishiguchi, 1994). These practices are described as over-
lapping and used in combination in response to transaction
characteristics, and to span both pre-execution and exe-
cution phases of collaboration. We discuss each of these
practices in turn, how they relate to transaction risk and
how they interrelate.

An often-held belief is that in Japanese business rela-
tions formal contracting is of relatively limited importance
(Asanuma, 1989). This belief is founded on a legalistic
notion of contracts as a primary mechanism for safe-
guarding firms’ interests, and the substitutive role of
trust and obligations among Japanese business partners

(Sako, 1992). This notion, however, neglects the multi-
dimensional nature of interfirm contracts, which may be
developed for broader purposes than only safeguarding.
These broader purposes include contingency planning and
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roviding a frame of reference to facilitate cooperation,
uggesting contracts are mobilized to manage both rela-
ional and performance risks (Dekker, 2008; Luo, 2002;
omkins, 2001; Malhotra and Lumineau, 2011). This con-
ingency planning role of contracts likely gains importance
n complex and uncertain contexts that require more inten-
ive planning and adaptation.7 In the Japanese automotive
ndustry, for instance, contracts typically not only describe
uppliers’ responsibility for parts supply and quality, but
lso look ahead to describe the periodic revision of quan-
ity and price levels, providing continuous cost reduction
ressures throughout the supply chain and supporting
exible production adjustments (Asanuma, 1984, 1989).

mportantly, forward looking contracts (identifying poten-
ial contingencies and actions to be taken) provide a basis
or the development of collaborative practices and support
nteraction and communication between exchange part-
ers (Faems et al., 2008; Gulati, 1995; Luo, 2002).

Target setting between Japanese manufacturers and
heir suppliers has been studied particularly with respect
o target costing practices (e.g., Cooper and Slagmulder,
004; Kato, 1993, 1994). Typically, these practices involve
stage in which, after the choice of supplier but before
oving into the execution phase, the buyer presents to the

upplier a desired target price (cost) for parts and mate-
ials, and gives the supplier the responsibility for meeting
his target price.8 While this is often associated with the
se collaborative cost management to realize the target
ost (e.g., Cooper and Slagmulder, 2004; Kato, 1993; Tani
t al., 1994), typically at the time of entering into the busi-
ess relationship the buyer evaluates whether the supplier
as achieved the target price (cost) for parts and materi-
ls to approve these for sourcing. Subsequent operational
eviews by the buyer involve evaluating key dimensions of
upply chain performance, after the transaction has com-
enced. Adequately measuring supplier performance is

onsidered a key practice in enhancing and sustaining sup-
ly chain performance (Chen and Paulraj, 2004; Prahinski
nd Benton, 2004). Important dimensions identified in
rior studies of Japanese supply chains are suppliers’ efforts
n cost reduction for parts and materials, and whether their
uality meets minimum requirements (Fujimoto, 2001;
ishiguchi, 1994; Wada, 1984). Through their controlling
nd coordinating functions both target setting and oper-
tional reviews are considered key practices in managing
ransaction risk.

Information sharing involves the willingness of
xchange partners to exchange important, possibly pro-
rietary, information with each other (Mahama, 2006).

nformation sharing is considered essential for reducing
nformation asymmetry and supporting integration and

Wattel et al. / Management Ac
ollaborative effort between supply chain partners (Chen,
003; Chen and Paulraj, 2004; Corsten et al., 2011; Dekker,
003; Min and Mentzer, 2004; Paulraj et al., 2008). Corsten

7 Min and Mentzer (2004) similarly describe joint forecasting and plan-
ing as key elements of SCM, while Ellis et al. (2010) posit that contingency
lanning is an important supply chain risk management tactic.
8 While target setting is a broader concept than target costing, in the

apanese context target costing is a predominant form of target setting for
uppliers (e.g., Kato, 1993; Tani et al., 1994).
et al. (2011) find that the level of information sharing
between buyers and suppliers in the automotive industry
is positively associated with operational performance in
terms of enhanced innovation and reduced disturbances.
As Mahama (2006) notes, information sharing supports
cooperation as it helps to create awareness of parties’
expectations and capabilities, and to develop a shared
understanding of their actions. Prior studies of Japanese
supply chain relations similarly underscore the signifi-
cance of information sharing for enhancing cooperation
(Asanuma, 1984; Itami, 1988).

Supplier support involves activities undertaken by the
buyer to support suppliers both before and during the exe-
cution of the transaction, and typically includes meetings
with suppliers and providing teaching, guidance and advice
(Dyer and Nobeoka, 2000; Fujimoto, 1997; Nishiguchi,
1994). Such activities are often part of supplier develop-
ment programs that aim at enhancing supplier capabilities.
Since supplier support imposes a burden on buyers, they
tend to engage in these practices only when the expected
value of interaction is high (Cooper and Slagmulder, 2004).
Collaborative problem solving is another key element of
Japanese collaborative buyer–supplier relations (Manabe,
2004; Nishiguchi, 1994). As compared to firms’ indepen-
dent handling of problems and unexpected events, joint
problem solving allows a pooling of expertise, knowl-
edge and capabilities in the search for adequate solutions.
Mahama (2006) describes this practice as working harmo-
niously together for the mutual fulfillment of emerging
needs, which requires treating problems as joint responsi-
bilities and working collaboratively toward resolving these
problems. By allowing for the monitoring of behavior
and performance, reducing information asymmetry, and
supporting enhanced coordination and execution of trans-
actions, these practices of information sharing, supplier
support and joint problem solving are expected to be mobi-
lized in response to greater transaction risk.

While these six practices, which can take place at
various stages in the collaboration, are discussed as if
they constitute separate practices, the literature suggests
they overlap to some extent and that their use will
be interdependent, with practices reinforcing each other
and supporting each other’s effectiveness. For instance,
supplier support and collaborative problem solving are
typically tightly connected and both benefit from or
require the sharing of critical information, which in turn
is often based on target setting, evaluation and operational
reviews.9 Contingency planning contracts provide a basis
for these practices by including agreements that guide
cooperation, coordination and communication (Tomkins,
2001), and provide flexibility for adjustment (Luo, 2002).
The development of these contracts, however, is also typ-
ically based on target setting, evaluation and information

g Research 24 (2020) 122–139
sharing before collaborative activities commence. Indeed,
Japanese studies describe these SCM practices as jointly
forming a relation-specific skill, and that enhancing this

9 Prahinski and Benton (2004) suggest that the primary value of supplier
performance evaluations resides in the communication of this informa-
tion and actions to improve supplier capabilities and performance.



ing with suppliers in whom they can place greater goodwill
and competence trust.13 While goodwill trust should help
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skill is a major objective of close Japanese buyer–supplier
relationships (Asanuma, 1989; Fujimoto, 2001). Through
achieving high quality and meeting cost reduction tar-
gets, suppliers show their contribution to a buyer and
prove that they ‘earn’ the buyer’s effort allocated to them
(Asanuma, 1989). On the other hand, buyers provide sup-
port to suppliers and engage in joint problem solving to
meet the buyer’s needs. Through continuous interaction
and mutual sharing of information, suppliers learn about
buyers’ needs and how to satisfy them (Asanuma, 1989).
In combination, the described SCM practices can also be
seen as enhancing socialization between the supply chain
partners, which prior research finds to have strong associ-
ations with the willingness to share information, to engage
in joint problem solving, to adapt to unanticipated change
and to restrain from the use of power (Mahama, 2006).10

Since the six SCM practices are expected to operate
as an interrelated package throughout the management
of supply chain transactions, empirically their use should
show positive correlations and reflect one general under-
lying dimension. Schreiner et al. (2009) similarly find in
their analysis of alliance management skills that the three
skills they conceptualize (coordination, communication
and bonding) reflect a higher-order construct, which they
call “alliance management capability”.11 In a similar fash-
ion, we conceptualize SCM practices as a second-order
construct that includes the different first-order practices,
and we label this as the extent of use of SCM practices.
Based on the prior discussion, we expect that transaction
risk generated by transaction characteristics will be an
important determinant of the use of these practices, as the
value of these practices increases with the level of risk that
exchange partners face. However, as noted earlier, when
differentiating between different types of uncertainty that
contribute to transaction risk, technological unpredictabil-
ity and monitoring problems are expected to inhibit the
(cost-effective) use of SCM practices (Anderson and Dekker,
2005; Poppo and Zenger, 1998). Accordingly, we formulate
the following general hypothesis:

H1. The extent of use of SCM practices for managing
supply chain transactions is negatively influenced by (a)
technological unpredictability and (b) monitoring prob-
lems, and positively by (c) environmental variability, (d)
asset specificity, (e) transaction size, (f) lack of competition,
and (g) part complexity.

In the analyses, we test this hypothesis for the second-
order construct extent of use of SCM practices, but also
explore the associations with the transaction characteris-

Wattel et al. / Management A
tics for each of the six ‘lower-order’ constructs that underlie
the general SCM practices construct.

10 While some practices are arguably of a more ‘formal’ nature (e.g.,
contracting, target setting and operational reviews) and others more rela-
tional and increasing in interaction (information sharing, supplier support
and joint problem solving), based on our prior discussion we expect
these practices to be inextricably related, which supports complementary
instead of substitutive relations between them.

11 The operations literature similarly conceptualizes the type of sup-
ply chain practices that we study as elements of a higher-order process
labeled “supply chain integration” (e.g., Flynn et al., 2010).
127

2.2. Transaction risks and partner characteristics

While prior interfirm relationships studies have paid
ample attention to contractual and formal mechanisms of
governance and control, it is recognized that the design
and use of these mechanisms is significantly affected by
the characteristics of the partners that firms choose to col-
laborate with (Anderson and Dekker, 2010). The partner
selection process is seen as a primary way for buyers to
ascertain that suppliers are identified and selected with
characteristics that match the risks posed by the transac-
tion, and accordingly studies have looked into this selection
process, examining aspects such as the effort spent on and
criteria used for evaluating and selecting an appropriate
partner (Dekker, 2008; Dekker and Van den Abbeele, 2010).
Few studies, however, have explored the outcomes of the
selection processes, such as the extent to which chosen
partners actually match the criteria used for search and
evaluation. More generally, the characteristics of exchange
partners that firms choose to cooperate with have gone
relatively unexplored,12 even though this is an important
control choice in itself that likely relates to risk (Anderson
et al., 2013), and may affect the practices and processes
partners use to manage their collaboration.

A primary outcome of the selection process is the extent
of trust the buyer can place in the selected supplier. The
trust literature differentiates between two general types of
trust placed in exchange partners: goodwill trust and com-
petence trust (Sako, 1992). Goodwill trust concerns one’s
belief that another has the intention to behave in the inter-
est of the relationship, even when this is not in the other’s
interest to do so, and thus provides a reflection of another’s
trustworthiness. Competence trust concerns expectations
about another’s ability to perform as expected. A key aspect
contributing to competence trust, identified in Japanese
manufacturing supply chains, is the extent to which suppli-
ers bring valuable knowledge to the relationship that helps
to enhance supply chain performance (Asanuma, 1989;
Itami, 1988). Prior research has related these two rela-
tional characteristics to the ‘objective risk’ that exchange
partners face as determined by transaction characteristics,
in particular in relation to the search for and choice of
partners that are considered trustworthy and competent
(Dekker, 2008; Dekker and Van den Abbeele, 2010; Sako
and Helper, 1998; Wuyts and Geyskens, 2005). More com-
plex, specific, uncertain and larger transactions that entail
greater risk should increase buyers’ desire for collaborat-

ing Research 24 (2020) 122–139
in reducing perceived risk by reducing concerns about a

12 Exceptions are Wuyts and Geyskens (2005) who examine when firms
favor prior (trusted) partners, and Li et al. (2008) who examine the prefer-
ences for ‘friends, acquaintances and strangers’ under different conditions
of risk.

13 While this expectation follows the idea that transaction risk influences
buyers’ emphasis on supplier goodwill and competence during partner
search, and their effort to find the ‘right’ partner (e.g., Dekker, 2008), here
we consider the outcome of this selection process by analyzing trust-
based characteristics of suppliers that buyers have chosen to engage with
in a relationship for the sourcing of different types of parts.
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artner’s trustworthiness, competence trust should do so
y identifying a partner who can best handle the task at
and (Das and Teng, 2001). We therefore expect buyers
o differentiate in the choice of partners for transactions
ith different risk profiles and with increasing risk to rely
ore on suppliers who are considered more trustworthy

nd competent.14 We thus hypothesize that:

2. Goodwill trust in suppliers selected for supply chain
ransactions is positively related to (a) technological unpre-
ictability, (b) monitoring problems, (c) environmental
ariability, (d) asset specificity, (e) transaction size, (f) lack
f competition, and (g) part complexity.

3. Competence trust in suppliers selected for supply
hain transactions is positively related to (a) technological
npredictability, (b) monitoring problems, (c) environ-
ental variability, (d) asset specificity, (e) transaction size,

f) lack of competition, and (g) part complexity.

.3. The relation between partner characteristics and use
f SCM practices

Since partner choice precedes the relationship design
nd execution phases, choices in this stage can impact these
ater stages of cooperation. Indeed, prior studies have found
hat the partner selection process and partner characteris-
ics can substantially influence subsequent control choices.
n the one hand, it has been argued that in particular trust

n transaction partners allows firms to reduce their inten-
ity of control as this trust may substitute for costly formal
ontracts and controls (e.g., Dekker, 2008; Gulati, 1995).
s observed by Malhotra and Lumineau (2011), this per-
pective primarily considers the safeguarding function of
ontracts and goodwill trust. A more recent perspective is
hat trust in exchange partners can be complementary to
ontrol, in particular by facilitating the design and use of
ontrol mechanisms (Dekker and Van den Abbeele, 2010;
alhotra and Lumineau, 2011; Poppo and Zenger, 2002;

anneste and Puranam, 2010). This facilitating role follows
rom the learning and mutual knowledge that is associ-
ted with trust, which improves both partners’ willingness
nd their ability to develop controls that enable enhanced
oordination and adaptation.15

While these arguments have primarily been studied
ith respect to firms’ choices concerning contractual con-

rol, we also expect that the selection of trusted partners
o collaborate with will be interrelated with buyers’ use of
CM practices. Descriptive evidence, for instance, shows
hat Japanese automotive companies organize supplier
ssociations to interact and share information intensively

Wattel et al. / Management Ac
ith suppliers who they consider trustworthy (Dyer and
obeoka, 2000; Manabe, 2004). This practice is viewed to
e particularly valuable when buyers have high trust in

14 In contrast to the use of SCM practices, for these hypotheses, we expect
onsistent effects of the three uncertainty types, all of which should result
n a preference for trusted partners (e.g., Wuyts and Geyskens, 2005).
15 Underlying these arguments is the assumption that with increasing
rust the focus of control changes, with a reduced emphasis on safeguard-
ng and greater emphasis on coordination and mutual adaptation (Dekker,
008).
supplier competencies, and it contributes to further devel-
oping their capabilities since it facilitates rapid diffusion of
technological innovations to all members (Manabe, 2004;
Sako, 1996). Cooper and Slagmulder (2004) concluded that
trust between transaction partners stimulates them to
innovate in interorganizational cost management, which
includes practices such as target setting, performance mea-
surement, information sharing and joint problem solving.
Similarly, Min and Mentzer (2004) describe trust as a
foundation upon which collaborative SCM practices are
developed.

We expect that buyers’ goodwill and competence trust
in suppliers facilitate the use of SCM practices for at least
two reasons. First, when buyers cooperate with suppliers
who they perceive to be trustworthy, the willingness to
interact, exchange information and engage in collaborative
practices will be enhanced (Corsten et al., 2011). Thus,
under circumstances of greater risk, we expect buyers to
select suppliers who they consider more trustworthy (cf.
H2), with whom they can engage in more extensive SCM
practices. Second, these practices will be more effective
when used in collaboration with suppliers who are consid-
ered to be more competent (Asanuma, 1989).16 Although
it could also be argued that SCM practices are needed in
particular when suppliers lack adequate competencies, we
expect competence problems to be resolved primarily by
the matching of suppliers with the nature of the transac-
tion (cf. H3). Thus, we argue that when transaction risks
increase, buyers are more likely to choose suppliers they
consider to be of greater competence and with whom they
can engage more effectively in SCM practices. Thus, we
expect that goodwill trust and competence trust in sup-
pliers facilitate the use of SCM practices.

H4. The extent of use of SCM practices for managing sup-
ply chain transactions is positively influenced by buyers’ (a)
goodwill trust and (b) competence trust in selected suppli-
ers.

3. Method

3.1. Sample and data collection

To test the structural model (SM), we collected survey
data about SCM relations between Japanese manufactur-
ing firms and their suppliers. The setting of manufacturing
firms that outsource parts to suppliers provides a well-
suited context to examine the hypotheses. Prior Japanese
studies in this setting indicate that the complexity of the
parts sourced is a key determinant of the way in which

g Research 24 (2020) 122–139
firms manage transaction with suppliers (Asanuma, 1984,
1989; Fujimoto, 2001; Nobeoka, 1999). In particular com-
plex parts are typically associated with higher risk as
they involve a different profile on the other transaction

16 One caveat in predicting these causal relations is that trust may not
only facilitate the use of SCM practices, but the use of these practices over
time may also affect buyers’ trust in suppliers. Although our model and
measurement is consistent with the argument that selection of trusted
partners in response to risk facilitates SCM practices, longitudinal data
would allow further exploring of how these dimensions interact over time.



and suppliers detail activities and issues that are expected
to arise in the future. Contracts of this nature facilitate
contingency planning and provide a frame for collabora-

18 Other executives were targeted when these executives were not
listed, and we asked targeted respondents to forward the survey when

ccount
characteristics as well, such as greater specificity, transac-
tion size and reduced competition. Accordingly, in order
to obtain adequate variation in the sources of transac-
tion risk and in the use of SCM practices, we follow these
prior studies by distinguishing between generic and spe-
cific parts. Generic parts are defined as parts and materials
that are not designed and manufactured specifically to
the customer’s specifications and requirements, while spe-
cific parts are defined as parts and materials that are
designed and manufactured specifically to the customer’s
specifications and requirements, and thus involve greater
complexity (Nobeoka, 1999). We requested respondents
to answer the survey questions twice; once for generic
parts and once for specific parts they source from suppli-
ers. To ensure consistency in their choice of parts to reflect
on (i.e., to reduce between-firm variation in what respon-
dents consider to be generic and specific parts), in the
questionnaire we provided definitions with typical exam-
ples of both types of parts. Based on Nobeoka (1999), we
defined specific parts as ‘Specially ordered parts of which
the basic technology and design are dependent on your [the
buyer’s] company’s specific specifications and product. They
are parts and/or materials with relatively low versatility [to
other products].’ Generic parts were defined as: ‘Standard
parts of which the basic technology and design are not depend-
ent on your [the buyer] company’s specific specification and
product. They are parts and/or materials with relatively high
versatility [to other products].’

In the questionnaire respondents had to provide
responses for the measurement items twice; once for
generic parts and once for specific parts. The only excep-
tion was for the items of technological unpredictability and
environmental variability, which due to their nature vary
only at the firm (and not part) level, and thus were filled
in once. One consequence of this design to measure at the
part level is that our measurement level precludes analyz-
ing the buyer’s sourcing relation with a specific supplier.
The primary benefit of this measurement level, however,
is that it well fits the nature of and causal relations among
our constructs. In particular, by not measuring at the level
of an individual relationship, we can capture the extent to
which buyers favor trusted suppliers for different types of
transactions, and use of SCM practices as relating to a set of
suppliers that provide particular types of (generic or spe-
cific) parts. This reduces concerns about potential reversed
causality in our estimations (e.g., the nature of transactions
determined by the trust in and the SCM practices with a
supplier). In particular, we can treat the transaction charac-
teristics as exogenous as respondents were explicitly asked
to describe the trust-based characteristics of chosen sup-
pliers and the SCM practices used for these given types of
parts.17

Wattel et al. / Management A
We employed an extensive translation process, to check
for consistency and interpretation of the questions that
were asked to respondents in Japanese. All questions were

17 Although some suppliers may be able provide both types of parts, it
is unlikely that buyers’ supplier bases for these parts overlap much as the
skills required to provide generic and specific parts differ (Asanuma, 1989;
Fujimoto, 2001; Nobeoka, 1999).
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translated from Japanese into English by (1) a language
center, (2) a Japanese academic colleague, and (3) one of
the three authors who was not involved in developing
the Japanese version. Some differences between transla-
tions followed from choice of wording, which though did
not provide a different meaning to/interpretation of the
questions. The English version was then back-translated
into Japanese by another translator of the language center,
which supported the appropriateness of the translation and
interpretation of the survey questions. The questionnaire
was pretested for wording, understandability and com-
pleteness among a group of Japanese colleagues active both
in academia and in practice.

The questionnaire was sent out in 2008 to 376 com-
panies in processing and assembly industries, which all
were listed on the first section of the Tokyo Stock Exchange.
Based on a list of executives in Japanese companies (’Kaisha
Shokuinroku’), we addressed the survey to procurement
executives, and if these were not listed to manufacturing
executives, as we expected these functions to be closely
involved in managing supplier relations and to have ade-
quate knowledge to answer all questions.18 In total, 100
firms participated by responding, providing an overall
response rate of 26.6%. Responses were obtained from firms
in the following industries: general machinery (30 out of
122), electrical machinery (49 out of 165), transportation
machinery (15 out of 63) and precision machinery (6 out of
26). Two firm responses were deleted because of missing
data. Since each respondent completed the questionnaire
for two types of parts, the total sample at the part level used
for analysis is 196.19

3.2. Variable measurement

Constructs were measured using existing scales when
available. Unless stated otherwise, items were measured
using a 5-point Likert scale, with “1” representing a “low
degree” and “5” representing a “high degree”. For all con-
structs, we specify a reflective measurement model (MM),
in which observed item values are considered to be a func-
tion of the value of the latent underlying construct.

3.2.1. Endogenous variables
Contractual contingency planning is measured by an item

about the extent to which contracts between the buyer

ing Research 24 (2020) 122–139
they believed a colleague would be better able to answer. The distri-
bution of responses was follows: procurement 71%, manufacturing 15%,
corporate planning 5%, technology 3%, and other 6%.

19 As each firm is represented in the dataset twice, there is some clus-
tering of observations. Accordingly, while we use LISREL for hypothesis
testing, we also estimate the models as direct effects models in Stata
using clustered-robust regression analyses. We obtain similar results,
indicating that clustering has little influence on the significance of the
estimates reported later. This also implies that potentially omitted firm
effects (which are captured by the firm clusters) on use of SCM practices
and supplier trust do not appreciably affect our results.
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increases the required variation for our hypothesis tests.
Given their measurement at the firm level, technological

20 Since the measurement of variables relates to the type of part sourced,
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ion (Asanuma, 1984, 1989). Target setting & evaluation is
easured based on Mahama (2006) and adapted to the

apanese business context (Cooper and Slagmulder, 2004;
ato, 1993, 1994) by two items that reflect the buyers’ use
f target costing practices in its interaction with suppliers.
pecifically, we measure the extent to which, before engag-
ng in the transaction, the buyer (1) establishes for suppliers

target cost/price for parts and materials, and (2) evalu-
tes whether, at the time of entering into the transaction,
uppliers have achieved the target price (cost) for parts
nd materials. Measurement of operational reviews is simi-
arly based on Mahama (2006) and adapted to the Japanese
usiness context (cf. Fujimoto, 2001; Nishiguchi, 1994).
wo items ask the respondent about the extent to which
he buyer, after engaging in the transaction, evaluates (1)
uppliers’ cost reduction efforts for parts and materials,
nd (2) whether suppliers supply parts and materials that
ave an adequate level of quality. Measurement of infor-
ation sharing is again based on Mahama (2006) which
ts well with the Japanese business context (Asanuma,
984; Itami, 1988). Two items measure the extent to which
he buyer before and after engaging in the transaction
hares with suppliers (1) a wide variety of useful infor-
ation to improve success of the transaction, and (2)

nformation regarding events and changes that are likely
o influence the transaction. Supplier support is measured
y two items about the extent to which before and after
ngaging in the transaction the buyer undertakes activities
o support suppliers. These include (1) holding frequent

eetings with suppliers, and (2) frequent provision of
uidance and advice to suppliers (i.e., supplier develop-
ent) (Cooper and Slagmulder, 2004; Fujimoto, 1997;
ishiguchi, 1994). Problem solving is measured by three

tems that reflect the extent to which the buyer (1) shares
ith suppliers various problems associated with parts and
aterials, (2) solves problems associated with parts and
aterials in cooperation with suppliers in various ways,

nd (3) addresses unpredicted market or technological
hanges, after the transaction has commenced, in coopera-
ion with suppliers (adapted from Mahama, 2006 to fit the
apanese business setting; cf. Manabe, 2004; Nishiguchi,
994).

For the second-order factor, extent of use of SCM prac-
ices, we specify a reflective MM in which the second-order
actor loads on each of the six SCM practices (i.e., since the
se of one SCM practice is expected to be interrelated with
he use of the other practices).

Competence trust is measured by one item that reflects
he extent to which suppliers bring valuable knowledge
o the relationship that helps enhancing supply chain per-
ormance. Specifically, the item measures the extent to
hich buyers believe that suppliers they have an ongoing

usiness relationship with for the type of parts supplied
rovide useful suggestions and advice that are valuable to
he buyer (Asanuma, 1989; Itami, 1988). Finally, goodwill
rust reflects the extent to which the buyer believes that
uppliers they have an ongoing business relationship with

Wattel et al. / Management Acco
re trustworthy. This is measured by one item about the
xtent to which the buyer believes that suppliers of the type
f parts they supply (i.e., generic or specific) are always fair
nd honest to them (Sako, 1992).
3.2.2. Exogenous variables
Technological unpredictability is measured by one item

of Jaworski and Kohli (1993) asking how difficult it is to
forecast where the technology in the firm’s industry will
be in the next two or three years. Monitoring problems is
measured by two items (based on Anderson and Dekker,
2005) that capture the difficulty in (1) assessing the qual-
ity and costs of suppliers’ products, and (2) comparing
different suppliers’ products. Environmental variability is
measured by four items that were adapted from Jaworski
and Kohli (1993) and fitted to the Japanese manufacturing
context and language. The items capture the frequency of
changes in the firm’s environment caused by (1) changes
in customers’ product needs, (2) technological changes in
the industry, (3) pace of technological obsolescence, and
(4) technological innovation in the industry that facili-
tates new product ideas. Asset specificity has two items that
measure (1) the difficulty of switching suppliers immedi-
ately, and (2) the losses which would be suffered by the
buyer if the supplier stopped delivery of their products
(Anderson and Dekker, 2005). Transaction size is measured
by one indicator reflecting the volume of transactions with
part suppliers (Anderson and Dekker, 2005).20 We mea-
sure lack of competition using the reverse of three items
reflecting whether (1) the buyer can search among many
potential suppliers before engaging in a transaction, (2)
there are many suppliers who can [i.e., have the capability
to] deliver the same parts and (3) there are many suppli-
ers who deliver similar parts [to the buyer] (adapted from
Anderson and Dekker, 2005). Larger values on this reversed
scale reflect a greater lack of competition and increasing
transaction risk. Finally, part complexity is captured by an
indicator variable: whether the parts described are generic
(0) or specific (1), using the definitions provided earlier
(Nobeoka, 1999).

In the analyses that follow, we pool the data per-
taining to both generic and specific parts. As expected,
specific parts score significantly higher on asset speci-
ficity and transaction size, and face less competition.21

Buyers report, however, no significant difference between
these parts in monitoring problems. The generally low
mean scores on monitoring problems are consistent with
Japanese manufacturing firms typically obtaining in-depth
knowledge about supplied parts regardless of their char-
acteristics (generic or specific). For instance, Japanese
automotive firms typically capture parts information by
outsourcing the same parts from multiple suppliers and/or
partial in-house production (Asanuma, 1984; Itami, 1988;
Nobeoka, 1999). Further, we observe that for specific
parts, firms report more extensive use of SCM prac-
tices. Importantly, inclusion of different types of parts

esearch 24 (2020) 122–139
to capture transaction size we used an item asking for the extent to which
“The amount of transactions with the supplier we choose as a business
partner is large”.

21 All differences between generic and specific parts can be inferred from
the last line in Table 3.
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Table 1
Descriptive statistics of (A) endogenous variables (N = 196) and (B) exogenous variables (N = 196).

(A) Descriptive statistics Measurement model (MM)
estimates

Min Max Mean S.D. Skew Kurt � t-Value �s

SCM practices
Contractual contingency planning 1 5 3.27 1.12 0.01 −1.07 1.00 – 0.89
Target setting & evaluation (˛ = 0.66)

Presenting target price/cost 1 5 3.54 1.12 −0.39 −0.65 1.00 – 0.66
Evaluating target achievement 2 5 4.08 0.87 −0.86 0.23 0.87 7.66 0.74

Operational reviews (˛ = 0.67)
Evaluating cost reduction 1 5 4.23 0.88 −1.07 0.89 1.00 – 0.78
Evaluating quality level 1 5 4.57 0.70 −2.04 5.26 0.72 9.52 0.70

Information sharing (˛ = 0.88)
Sharing information 1 5 3.86 0.84 −0.63 0.59 1.00 – 0.89
Sharing events/changes 1 5 4.03 0.81 −0.92 1.39 0.97 15.22 0.88

Supplier support (˛ = 0.80)
Meetings with suppliers 1 5 4.03 0.89 −0.86 0.64 1.00 – 0.78
Giving guidance/advice 1 5 3.69 0.92 −0.53 0.05 1.14 11.88 0.86

Joint problem solving (˛ = 0.82)
Sharing problems 2 5 4.19 0.77 −0.75 0.23 1.06 12.10 0.82
Solving problems jointly 2 5 4.22 0.76 −0.75 0.24 1.00 – 0.79
Addressing changes jointly 1 5 4.27 0.73 −0.94 1.47 0.88 10.38 0.72

Supplier trust
Goodwill trust 2 5 3.83 0.59 −0.24 0.38 1.00 – 0.89
Competence trust 2 5 3.81 0.73 −0.09 −0.38 1.00 – 0.90

(B) Min Max Mean S.D. Skew Kurt � t-Value �s

Transaction characteristics
Tech unpredictability

Difficulty to predict techn. changes 2 5 3.10 0.75 0.27 −0.25 1.00 – 0.90
Monitoring problems (˛ = 0.70)

Difficulty of evaluation 1 5 2.65 1.07 0.46 −0.44 1.00 – 0.65
Difficulty of comparison 1 5 2.46 0.99 0.35 −0.47 1.19 5.86 0.83

Environmental variability (˛ = 0.87)
Changing customer needs 2 5 3.64 0.92 −0.35 −0.67 1.00 – 0.72
Technological obsolescence 1 5 3.59 1.02 −0.16 −0.85 1.39 12.27 0.90
Technological change 2 5 3.80 0.94 −0.41 −0.68 1.32 12.51 0.93
New products from technological innovation 2 5 3.80 0.80 −0.35 −0.21 0.71 7.96 0.59

Asset specificity (˛ = 0.79)
Difficulty of switching 1 5 3.20 1.11 −0.10 −1.00 1.00 – 0.88
Suffering a significant loss 2 5 3.86 0.96 −0.39 −0.83 0.73 11.03 0.74

Size 2 5 3.52 0.81 0.38 −0.50 1.00 – 0.89
Lack of competition (˛ = 0.85)

Size of supplier base (R) 1 5 2.69 0.86 0.50 −0.28 0.70 10.13 0.64
Number of potential suppliers (R) 1 5 3.00 0.85 0.10 −0.63 1.00 – 0.93
Number of alternative parts (R) 1 5 2.91 0.81 −0.01 −0.46 0.87 15.63 0.85

0.50

ree) to
R = 0.064

also correlates positively with size, environmental variabil-
ity, asset specificity and part complexity, while it correlates
negatively with technological unpredictability and moni-
toring problems. The correlations between the transaction

Table 2
Factor loadings extent of use of SCM practices.

Factor 1

1. Contractual contingency planning 0.459
2. Target setting & evaluation 0.546
3. Operational reviews 0.713

Wattel et al. / Management Accounting Research 24 (2020) 122–139
Part complexity 0 1

Note: all items, except for part complexity, are measured on a 1 (low deg
scored. GOF statistics: df = 251, �2 = 488.62 (p < 0.01), RMSEA = 0.066, SRM

unpredictability and environmental variability do not dif-
fer between part types.

3.3. Descriptive statistics and correlations

Panel A in Table 1 presents descriptive statistics and
MM estimates for all endogenous variables, and Panel B
provides the same for all exogenous variables. Table 2 pro-
vides the estimated factor loadings for the second-order
factor extent of use of SCM practices, and shows all first-order
practices load significantly on this second-order factor. The
MM estimates are discussed in more detail in the next
section. The correlations in Table 3 provide some initial

support for most expectations, but also show some unex-
pected relationships. Goodwill trust and competence trust
correlate most strongly with transaction size, environmen-
tal variability and asset specificity, while goodwill trust
0.50 – – 1.00 – 0.89

5 (high degree) scale, and items for lack of competition are reversed (R)
, GFI = 0.85, CFI = 0.95, NNFI = 0.93.

correlates negatively with technological unpredictability
and monitoring problems. Extent of use of SCM practices
4. Information sharing 0.780
5. Supplier support 0.793
6. Joint problem solving 0.803

Variance explained: 48.31%; Cronbach ˛: 0.82.
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characteristics and the six SCM dimensions are largely con-
sistent with those for the second-order factor. As expected,
the two trust dimensions correlate positively with the
extent of use of SCM practices.

Looking at the correlations among the exogenous vari-
ables, as can be expected, technological unpredictability
correlates positively with environmental variability. Mon-
itoring problems are particularly related to technological
unpredictability and to asset specificity, while greater sup-
plier competition reduces these problems. As can also
be expected, asset specificity is significantly higher for
complex parts, while supplier competition is significantly
less intensive for more specific and complex parts. While
transaction size is also higher for more specific parts,
there are no significant differences in monitoring prob-
lems across parts of different complexity, which, as noted
earlier, likely follows from Japanese manufacturing firms’
in-depth knowledge about their supplied parts regardless
of their characteristics. Since the measurement of techno-
logical unpredictability and environmental variability is at
the firm level, these variables do not differ for parts of dif-
ferent complexity.

4. Analyses and results

We simultaneously estimate the SM (relating constructs
to each order) and MM (relating measurement items to
constructs), using maximum likelihood estimation in LIS-
REL 8.80. We use multiple fit measures to assess how well
the estimated model fits the sample data and to increase
the probability of rejecting a “false” model and not reject-
ing a “true” model (Hu and Bentler, 1999).22 As a sensitivity
test, we also estimate the SM using factor scores instead of
specifying an elaborate MM, and find that the SM parame-
ter estimates and significance levels are very similar, while
the reduced model complexity causes all fit statistics to
improve. These results alleviate concerns that SM estimates
are influenced by the inclusion and estimation of an elab-
orate MM. As noted in the next sections, we also estimate
a series of alternative MMs and SMs and compare these
with the reported model in terms of fit (i.e., chi-square dif-
ference tests and fit indices) and parameter estimates, to
assess whether alternative MMs and SMs fit the data better
(Jöreskog and Sörbom, 1993).

4.1. Results for the measurement model estimations

In order to identify the scales of multiple indicator con-
structs, the loading of the indicator that was expected a

ting Research 24 (2020) 122–139
priori to best represent the construct is fixed at a value of
one. We fix measurement error for single indicator con-
structs by specifying an expected error variance of the

22 The goodness-of-fit index (GFI), standardized root mean residual
(SMSR), and root mean squared error of approximation (RMSEA) indicate
how well the model reproduces the sample data. The comparative fit index
(CFI) and non-normed fit index (NNFI) compare the discrepancies from a
“null-model” with those from the fitted model to evaluate improvement
in fit. Recommended cutoff values are 0.08 for SRMR, 0.06 for RMSEA and
0.95 for GFI, CFI and NNFI, with “loosened” values for combinations of
measures (Hu and Bentler, 1999).



negative coefficients, which effects are opposite of the
expectation in H2a and H2b. While we expected unpre-
dictability and monitoring problems to favor the selection

25 Anderson and Dekker (2005) similarly find that increased supplier
competition is associated with greater use of product and price speci-
fications in IT outsourcing contracts, which follows from the enhanced
supplier and transaction information that buyers can obtain with more
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indicator (i.e., we multiply the item’s variance with 0.20
as error variance) (Jöreskog and Sörbom, 1993).

The fit statistics for the MM show a good fit with the
data, and for each construct the estimates show significant
factor loadings (�) and satisfactory standardized loadings
(�s) (see Table 1). The quality of the MM is further evalu-
ated by comparisons with a series of alternative and more
restricted MMs which combine or re-specify dimensions
(Bollen, 1989). These alternative models (untabulated) all
result in a significantly worse fit, and the decrease in factor
loadings also support for the reported MM. These results
also alleviate concerns about common method bias, since
models combining items of different constructs (i.e., to test
whether these reflect a common source) fit the data worse.

Extent of use of SCM practices is modeled as a second-
order construct, since each of the six practices is expected
to relate positively to the others and to follow from the
higher-order process of SCM.23 Thus, to model and esti-
mate the second-order factor model, we similarly specify
a reflective MM that recognizes interrelationships among
the individual first-order practices. This MM also fits the
data well (df = 169, �2 = 356.72 (p < 0.01), RMSEA = 0.071,
SRMR = 0.069, GFI = 0.87, CFI = 0.93, NNFI = 0.91). All first-
order practices load significantly on this second-order
factor. Even though smaller in size, the significant loading
for contractual contingency planning supports the idea that
the broader set of SCM practices used for managing transac-
tions are at least partially embedded in the formal contract
between exchange partners and that its contingency plan-
ning nature facilitates the other practices. A chi-square
difference test shows that an alternative MM separating
the contract dimension from the other SCM practices does
not provide a better fit with the data (�df = 9; ��2 = 5.73),
thereby supporting the argument that these different prac-
tices are inextricably related.24

4.2. Results for the structural model estimations

We test hypotheses 1–4 by estimating two nested struc-
tural models. We first estimate a model in which the
higher-order construct extent of SCM practices is explained
by the transaction characteristics that reflect transaction
risk. This model thus enables us to see how these character-
istics are directly associated with the use of SCM practices.
Subsequently, we add to the model goodwill and com-
petence trust as factors that are influenced by the set of

Wattel et al. / Management 
transaction characteristics, and that mediate their effects
on the extent of use of SCM practices. This two-stage pro-
cedure to estimate and present the results allows to show

23 We use second-order factor analysis to test whether lower-order con-
structs have a common underlying factor (Thompson, 2004) that provides
an aggregate reflection of SCM practices. If we model all items to load
directly on the overall SCM construct instead of the first-order practices, fit
decreases significantly (�df = 59; ��2 = 244.87). This supports our mod-
eling of these practices as separate dimensions that in turn jointly reflect
a higher order construct.

24 This is reinforced by a ML exploratory factor analysis, which provides
one eigenvalue greater than one (i.e., 3.37; the second eigenvalue is 0.82),
and all six practices load significantly on this factor.
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how the effects of transaction characteristics on SCM prac-
tices are mediated by the two trust dimensions.

Table 4 reports the parameter estimates and fit statis-
tics for the first two model estimations. The fit statistics
of Model 1 indicate this model reproduces the sample data
well. Most coefficient estimates are consistent with H1 and
indicate that the extent of use of SCM practices is nega-
tively associated with technological unpredictability (H1a)
and positively with environmental variability (H1c), asset
specificity (H1d), transaction size (H1e) and part complex-
ity (H1g). Use of SCM practices, however, is less extensive
when competition is limited, which is opposite of H1f. On
the one hand, it appears that greater supplier competition
increases the buyer’s power base, which it can use to per-
suade suppliers to engage in collaborative SCM practices.
On the other hand, as will follow from the results of Model
2, greater supplier competition also appears to increase
the ability to place greater trust in suppliers’ goodwill and
competence, and that by allowing supplier comparisons,
competition enables buyers to obtain information that sup-
ports more intensive use of SCM practices, such as target
setting, operational reviews and information sharing (cf.
Dekker and Van den Abbeele, 2010).25 The effect of mon-
itoring problems (H1b) is negative but insignificant. The
R2 of 49% indicates that jointly these variables explain a
significant proportion of the variation in firms’ use of SCM
practices.26

Model 2 in Table 4 adds goodwill trust and competence
trust as mediating factors, and thus decomposes the effects
in Model 1 into direct and indirect effects.27 The fit statis-
tics again indicate a good fit between the estimated model
and data, and the R2 values indicate that the hypothesized
transaction characteristics explain a significant proportion
of the variance in both trust dimensions. The positive and
significant coefficients of environmental variability, asset
specificity and transaction size on goodwill trust provide
support for H2c, H2d and H2e. Technological unpredictabil-
ity and monitoring problems, however, have significant

ting Research 24 (2020) 122–139
intense supplier competition.
26 An alternative model that differentiates between formal (contracting,

target setting, operational reviews) and relational (information shar-
ing, supplier support and joint problem solving) SCM practices provides
largely the same results, except for significant effects of (1) asset speci-
ficity only on formal practices, and (2) part complexity only on relational
practices. As these results match the findings in Table 6, we do not report
this model separately.

27 We include a covariance between the two trust dimensions as these
may be positively associated. In contrast to the correlation in Table 3
(r = 0.28; p < 0.01), the model-estimated covariance is insignificant, which
indicates that common variation in goodwill and competence trust results
from the transaction characteristics that we model to influence buyers’
preference for trusted suppliers. Indeed, omitting this covariance gen-
erates only a small decrease in model fit, although predictably several
coefficient estimates increase in significance since there is no longer a
correction for common variance between the two dimensions.
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Table 4
Structural model (SM) parameter estimates.

Model 1 Model 2

SCM practices Goodwill trust Competence trust SCM practices

Technological unpredictability −0.37*** −3.35 −0.13* −1.74 −0.04 −0.43 −0.33*** −3.11
Monitoring problems −0.15 −1.22 −0.24*** −2.81 −0.02 −0.17 −0.10 −0.80
Environmental variability 0.41*** 3.95 0.15** 2.12 0.26*** 2.99 0.29*** 2.84
Asset specificity 0.29** 2.09 0.23** 2.36 0.13 1.15 0.20 1.47
Transaction size 0.28*** 2.90 0.16** 2.44 0.34*** 4.08 0.12 1.21
Lack of competition −0.43*** −3.47 −0.19** −2.27 −0.18* −1.74 −0.33*** −2.75
Part complexity 0.70*** 3.05 −0.04 −0.23 0.01 0.03 0.70*** 3.25
Goodwill trust – – – 0.17 1.16
Competence trust – – – 0.37*** 3.32
R2 0.49 0.32 0.26 0.56

Cell statistics are the coefficient estimate and t-value. GOF statistics Model 1: df = 145, �2 = 356.72 (p < 0.01), RMSEA = 0.073, SRMR = 0.070, GFI = 0.87,
CFI = 0.93, NNFI = 0.91. GOF statistics Model 2: df = 169, �2 = 356.72 (p < 0.01), RMSEA = 0.071, SRMR = 0.069, GFI = 0.87, CFI = 0.93, NNFI = 0.91.

* Significant at p < 0.10 (two-tailed).
** Significant at p < 0.05 (two-tailed).

*** Significant at p < 0.01 (two-tailed).

Table 5
Summary of hypotheses and results.

SCM practices Goodwill trust Competence trust

Hypothesis Sign Support Hypothesis Sign Support Hypothesis Sign Support

Tech unpredictability 1a − y 2a + n 3a + n
Monitoring problems 1b − n 2b + n 3b + n
Environmental variability 1c + y 2c + y 3c + y
Asset specificity 1d + y 2d + y 3d + n
Transaction size 1e + y 2e + y 3e + y
Lack of competition 1f + n 2f + n 3f + n
Part complexity 1g + y 2g + n 3g + n
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Goodwill trust 4a + n
Competence trust 4b + y

redicted sign (+ or −) of the influence of the independent variable (Mod

f trusted suppliers, it appears that these factors instead
onstrain buyers in the extent to which they can place
oodwill trust in the selected suppliers, which may result
rom the ambiguity and lack of transparency about behav-
ors that these factors generate (Sako and Helper, 1998).
he negative coefficient of lack of competition on goodwill
rust is opposite of H2f, and instead suggests that the ability
o search among a greater pool of suppliers and the threat
f competition allow to place more confidence in suppli-
rs’ intentions.28 Part complexity is insignificant. It thus
ppears that transaction characteristics that vary not only
etween but also within part types better explain variation

n goodwill trust.
Competence trust is positively and significantly asso-

iated with environmental variability and transaction
ize, and negatively with lack of competition. While the
oefficients for environmental variability and transaction
ize are consistent with H3c and H3e, the marginally sig-
ificant coefficient of lack of competition is again opposite
f the expectation (H3f), and suggests that the opportu-

ity for buyers to select from a larger pool of suppliers
nables them to identify more competent suppliers. The
esults provide no support for the other hypotheses related

28 This trust arising from the threat of competition fits the notion
f calculative-based trust which is based on ‘calculated’ expectations
egarding another’s interests (Dekker, 2004).
2).

to competence trust, and thus indicate that goodwill trust
relates to a broader set of transaction characteristics than
competence trust does.

Of the two trust dimensions, only competence trust
is significantly associated with the extent of use of SCM
practices, providing support for H4b but not for H4a. As
compared to Model 1, we observe that several transaction
characteristics weaken in their direct association with the
use of SCM practices. This provides support for mediating
effects of buyers’ selection of trusted suppliers on extent
of use of SCM practices, in particular of competence trust.
Indeed, the three characteristics that are significantly asso-
ciated with competence trust (i.e., variability, size and lack
of competition) also have significant indirect effects on the
extent of use of SCM practices.29

Despite the positive and significant correlation with
use of SCM practices (cf. Table 3), the coefficient of good-
will trust is not significant. In contrast, it appears that
when transaction conditions generate greater transaction
they can place goodwill trust, while it is the selection of
more competent suppliers that facilitates greater use of

29 The t-values of these indirect effects are 2.50 (p < 0.05), 2.81 (p < 0.01),
and 1.93 (p < 0.10), respectively.
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Table 6
Structural model (SM) parameter estimates of Models 3 and 4. (A) Model 3 estimates; (B) conditional covariance estimates and (C) Model 4 estimates.

Contractual cont. planning Target setting Operational reviews Information sharing Supplier support Joint problem solving

(A)
Technological unpredictability −0.27* −1.80 −0.46*** −3.95 −0.12 −1.13 −0.13 −1.38 −0.32*** −3.36 −0.24*** −3.01
Monitoring problems −0.09 −0.55 −0.24** −1.98 −0.16 −1.39 −0.17 −1.60 0.00 0.04 −0.09 −1.04
Environmental variability 0.41*** 3.01 0.16* 1.67 0.25*** 2.66 0.27*** 3.01 0.35*** 3.91 0.20*** 2.69
Asset specificity 0.16 0.83 0.48*** 2.97 0.50*** 3.29 0.10 0.77 0.13 1.07 0.23** 2.10
Transaction size 0.26** 1.98 0.15 1.61 0.11 1.17 0.23*** 2.64 0.12 1.51 0.20*** 2.88
Lack of competition −0.22 −1.32 −0.40*** −3.05 −0.63*** −5.02 −0.25** −2.32 −0.20* −1.91 −0.28*** −3.06
Part complexity 0.29 0.93 −0.08 −0.37 0.17 0.77 0.62*** 3.04 0.68*** 3.40 0.37** 2.19
R2 0.18 0.47 0.45 0.34 0.42 0.42

(B)
Contractual cont. planning –

Target setting 0.05 0.93 –
Operational reviews 0.20*** 3.38 0.15*** 3.24 –
Information sharing 0.16*** 3.03 0.09** 2.37 0.17*** 4.19 –
Supplier support 0.15*** 2.84 0.16*** 3.70 0.18*** 4.44 0.22*** 5.48 –
Joint problem solving 0.09** 2.08 0.09*** 2.62 0.19*** 5.14 0.18*** 5.46 0.16*** 4.87 –

(C)
Technological unpredictability −0.21 −1.40 −0.53*** −4.25 −0.08 −0.77 −0.12 −1.20 −0.29*** −3.12 −0.21*** −2.64
Monitoring problems −0.01 −0.07 −0.33** −2.29 −0.10 −0.86 −0.15 −1.35 0.03 0.33 −0.04 −0.38
Environmental variability 0.29** 2.06 0.17 1.50 0.16 1.62 0.19** 2.08 0.27*** 2.94 0.13* 1.75
Asset specificity 0.04 0.20 0.55*** 2.89 0.41*** 2.69 0.04 0.29 0.06 0.48 0.15 1.38
Transaction size 0.12 0.83 0.13 1.12 −0.01 −0.14 0.12 1.25 0.02 0.19 0.13* 1.66
Lack of competition −0.11 −0.61 −0.42*** −2.81 −0.55*** −4.32 −0.19* −1.65 −0.13 −1.19 −0.21** −2.28
Part complexity 0.31 1.01 −0.10 −0.41 0.18 0.87 0.64*** 3.17 0.69*** 3.54 0.39** 2.35
Goodwill trust 0.32 1.50 −0.39** −2.22 0.19 1.31 0.04 0.28 0.10 0.79 0.21* 1.84
Competence trust 0.26* 1.66 0.34*** 2.66 0.27** 2.49 0.30*** 2.94 0.27*** 2.72 0.13 1.58
R2 0.23 0.59 0.52 0.40 0.48 0.46

Cell statistics are the coefficient estimate and t-value. GOF statistics Model 3: df = 225, �2 = 441.62 (p < 0.01), RMSEA = 0.067, SRMR = 0.065, GFI = 0.86, CFI = 0.95, NNFI = 0.93. GOF statistics Model 4: df = 251,
�2 = 488.62 (p < 0.01), RMSEA = 0.066, SRMR = 0.064, GFI = 0.85, CFI = 0.95, NNFI = 0.93. Note the effects of transaction characteristics on goodwill trust and competence trust are similar as in Table 4.

* Significant at p < 0.10 (two-tailed).
** Significant at p < 0.05 (two-tailed).

*** Significant at p < 0.01 (two-tailed).
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CM practices.30,31 Table 5 summarizes the results of the
ypotheses tests.

.3. Additional analysis for the specific SCM dimensions

In order to provide insight into how each of the
ix SCM practices is used in response to the transac-
ion characteristics, we repeat the prior analyses for the
ix first-order SCM practices. Since these are interre-
ated, we also model them as used in combination by
pecifying covariances between all six practices. Table 6
ecomposes the second-order SCM construct into its six
onstituent dimensions. We first discuss the results of
odel 3 that excludes the two trust dimensions (panels A

nd B), and then Model 4 that includes them as mediators
panel C).

The fit statistics show Model 3 fits the data well and
ost effects are consistent with Model 1 in Table 4. Tech-

ological unpredictability seems to inhibit a broad range
f SCM practices (i.e., contractual contingency planning,
arget setting, supplier support and joint problem solv-
ng), while monitoring problems appear to primarily inhibit
etting adequate targets. Environmental variability has sig-
ificant positive coefficients on the use of all six practices.
sset specificity is associated with greater use of target
etting, operational reviews and joint problem solving,
hich practices may help to ascertain appropriate cost and

uality levels. Lack of competition has consistent negative
oefficients on all practices which, except for contractual
ontingency planning, are significant. This implies that if
uyers can choose from a greater range of potential suppli-
rs or substitute products, they have more opportunities
o set targets and review performance (e.g., through to the
bility to compare supplier performance), and to persuade
uppliers to engage in sharing of information, support
ractices and collaborative problem solving (e.g., follow-

ng from pressures on suppliers to maintain their position;
ato, 1994; Itami, 1988). Transaction size is primarily asso-
iated with contractual contingency planning, information
haring and problem solving, while part complexity seems
o be particularly associated with greater interaction with
uppliers through supplier support, information sharing
nd joint problem solving.

Panel B of Table 6 reports the conditional covariance
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stimates of the relations between SCM practices, after con-
rolling for all transaction characteristics. Except for one,
he estimates are positive and significant, which supports

30 An alternative argument is that SCM practices increase trust in sup-
liers. While model equivalence precludes testing which formulation of
ausality fits the data best, our specification follows prior research which
nds that buyers align supplier choices with the nature of the transaction
nd with the practices needed to manage the transaction (Asanuma, 1989;
ooper and Slagmulder, 2004; Nobeoka, 1999). This also fits our data col-

ection approach which asked respondents to reflect on the practices that
re generally used to manage relations with suppliers of particular types
f parts.
31 Given the high correlation between asset specificity and part complex-
ty, we also re-estimate Model 2 without part complexity. This provides
imilar effects as reported; except for the effect of asset specificity on use
f SCM practices which increases in strength and significance (coefficient
.44; t = 3.17; p < 0.01).
the idea that these practices are used in combination. This
is consistent with these practices being a joint interrelated
response to transaction risks, and the use of each practice
being facilitated by the use of the other practices even after
controlling for transaction characteristics.

Model 4 adds the two trust dimensions to the esti-
mations. Model fit remains adequate. Panel C shows that
increased goodwill trust is associated with a decrease in
target setting and an increased intensity of joint problem
solving, resulting in offsetting effects on the second-order
SCM measure. Thus, although we expected goodwill trust
to increase buyers’ willingness to engage in SCM practices
with suppliers, we observe this effect only for joint prob-
lem solving. In contrast, it appears that buyers limit the
extent of ex ante target setting and evaluation for suppli-
ers who are considered trustworthy, which instead may be
managed through informal agreements, a common under-
standing of what realized performance needs to be, and
a collaborative approach to problem solving when per-
formance expectations are not met. Consistent with the
highly significant coefficient in Table 4, competence trust
is positively associated with practically all practices, again
supporting the role that trust in supplier competencies has
in facilitating SCM practices.32 The inclusion of the two
trust dimensions results in a weakening of the coefficients
of most of the transaction characteristics on the use of
SCM practices, again supporting the presence of mediat-
ing effects, in particular of competence trust. Thus we infer
that the competence trust which follows from enhanced
supplier knowledge is the main facilitator of collaborative
SCM practices.

5. Discussion, conclusions and limitations

This study provides empirical evidence on the use
of management control practices in the context of SCM
by Japanese manufacturing firms. While prior accounting
studies on interfirm relationships have shown consider-
able interest into the contractual and formal design of such
relations (Anderson and Dekker, 2010), only a few studies
have examined the actual practices firms use for managing
these relationships. Our focus on two types of choices by
Japanese firms, the choice to collaborate with trusted part-
ners and their use of multiple interrelated SCM practices,
represent key ways in which supply chain collaboration is
shaped in order to cope with transaction risks that arise
from transaction characteristics. Our findings underscore
the importance of simultaneously examining partner trust
and SCM practices for transactions that vary in risk, and
indicate that for risky transactions buyers favor suppli-
ers in whom they place high goodwill trust, while trust

earch 24 (2020) 122–139
in supplier competencies facilitates the use of SCM prac-
tices. We also observe, however, that several transaction
characteristics have opposite effects. In particular techno-
logical unpredictability and monitoring problems appear

32 Re-estimating Model 4 without part complexity provides similar
effects, with the effects of asset specificity on information sharing, sup-
plier support and problem solving increasing in strength and significance
(p < 0.05, p < 0.05, and p < 0.01, respectively).
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to reduce the ability of buyers to place confidence in sup-
pliers’ goodwill and to limit the use of SCM practices that
require more intensive cooperation. These opposite effects
are consistent with recent critiques that stress the need to
distinguish between multiple dimensions of uncertainty,
as these may differentially influence supplier management
practices (Geyskens et al., 2006). Finally, we provide evi-
dence that the use of SCM practices is interdependent,
which fits with the notion of higher-order collaborative
capabilities (Schreiner et al., 2009) and the documented
efforts of Japanese suppliers to, in their collaboration with
buyers, develop relation-specific skills (Asanuma, 1989;
Fujimoto, 2001).

Taken together, our results contribute to the litera-
ture on interfirm relationships by showing how transaction
characteristics that define transaction risk are of key impor-
tance for buyers’ selection of trusted supply chain partners,
and for the interrelated set of practices they use for plan-
ning, coordination, and adaptation with these partners. The
positive association between competence trust and use of
SCM practices fits the notion of trust supporting the use
of these practices when exchange hazards and transaction
complexities increase, instead of the often assumed sub-
stitutive relation between trust and the mechanisms that
firms use to gain control over interfirm transactions. We
thus conclude from our results that the implications of risk
extend well beyond the contract and influence the broader
package of practices used to manage cooperation. Put in a
broader perspective, this also implies that, to obtain a richer
understanding of the way firms aim to gain control over
their collaborative practices, studies may on the one hand
recognize a wider set of control practices and the associa-
tions among these practices, and on the other hand more
explicitly consider the influence of risk, and particularly the
transaction characteristics that are the basis of transaction
risk.

Our research design is not without limitations. First, as
with any cross-sectional study, we cannot rule out con-
cerns about endogeneity and the direction of causality
between variables. Second, our study provides insight into
buyers’ SCM practices in response to transaction charac-
teristics, but due to data limitations does not delve further
into the performance effects of these practices. Measur-
ing and modeling performance outcomes would allow an
examination of the question whether an (in)appropriate
matching of SCM practices with transaction risk leads to
higher (lower) supply chain performance (e.g., Anderson
and Dekker, 2005). Third, the practices studied take place
within the specific setting of Japanese business relation-
ships among manufacturers and suppliers. Although we
examined rather generic practices that are not unique to
Japan (e.g., Mahama, 2006) and a set of transaction char-
acteristics which are also commonly used in the literature
to reflect transaction risk, the intensity and nature of SCM
practices may to some extent be culturally specific. While
we believe that our findings are largely consistent with
prior interfirm studies on partner selection, governance
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and control, comparative research into other empirical
contexts could indicate the extent to which the observed
relationships generalize to or show differences with other
settings.
137

Fourth, our analysis of the role of contracts is limited
to the extent that they involve contingency planning. A
broader assessment of contracting practices, such as the
nature or type of clauses, level of detail and tightness of use,
would allow more comprehensive modeling of potential
complementary and substitutive relations with other SCM
practices and trust. Fifth, we strived to comprehensively
measure different SCM practices, but we recognize that
in practice more may exist. Future studies could identify
other practices, and also measure SCM practices in greater
detail (e.g., types of information shared). This similarly
holds for our measurement of the two trust dimensions,
which could also be enhanced by capturing the buyers’
emphasis during the selection process on suppliers’ good-
will and competence relative to others. Sixth, in order to
keep the questionnaire length acceptable (as we required
respondents to fill it in twice for different parts), for sev-
eral constructs, our measurement includes only one or
two indicators. While the measurement items are close to
the meaning of the constructs, supporting content validity,
using more items would be preferred to capture the com-
plexity of these constructs, and to be able to conduct tests
of validity and reliability.

Finally, for each firm we obtained data from one key
informant who reflected on the sourcing of two types of
parts to provide insight into buyers’ general approach to
managing different types of transactions with suppliers.
Although our informants occupy key positions in their
firms, enhancing the credibility of their responses, and
although we find no evidence for the presence of common
method bias, survey research always generates concerns
about its potential presence, which could be countered by
using multiple respondents at both buyers and suppliers.
Such an approach could also focus in greater detail on spe-
cific buyer–supplier transactions, including suppliers’ view
and influence on the practices employed. Despite these lim-
itations, we believe this study enhances our knowledge
of firms’ practices for managing cooperative relationships
with partners in the supply chain.
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