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1 Introduction

“Companies don’t make purchases, they establish relationships” (Goodman, cited from Kotler
2002). This is especially true for industrial markets, where purchasing a good often means to
maintain or to enter a long-term relationship with the chosen supplier. Thus, the decision faced
by the buying organization is to stay with the existing supplier or to switch to a new one. From
the point of view of the established supplier (in-supplier) this means that he has to undertake
considerable effort in order to prevent the customer from switching. A potentially new supplier
(“out-supplier”) is even more challenged, because he has to circumvent existing switching
barriers (Jackson 1985). Being considered from a potential buyer is the prerequisite for attracting
(as well as for keeping) customers. Especially in technology-intensive markets “simply being
considered may be a difficult task” (Heide/Weiss 1995, p. 30). The recognition of the
determinants of consideration is important for both —in-suppliers and out-suppliers. Surprisingly,
this issue has received only limited attention in empirical research. In particular, no study could
be found in which both, the consideration set structure and choice set structure, were examined in
an integrated model. The purpose of this paper is to provide new insight into how supplier
consideration is influenced by the previous relationship to an “in supplier” and by the state of
technological information in the buying situation. First, the consideration set and the choice set
are ranged in the context of organizational buying, and second, the theoretical framework,
including the research propositions, is presented. After having described the research method, the
results obtained from the empirical study are discussed.



2 The Structure of Consideration Sets and Choice Sets as Indicators
for Switching Behaviour

Purchasing industrial products is a complex process in which the buying organization has to pass
through different stages (Robinson/Faris/Wind 1967, Webster/Wind 1972; Johnston/Lewin
1996). This process can be reduced to the following three phases: (1) problem recognition and
establishing of specifications, (2) search phase, (3) choice phase. While in the first step the
buying problem is perceived by the organization and specific requirements are defined, in the
second phase the market is searched for relevant alternatives. At the end of phase 2 the buying
organization requests concrete proposals. The various offers of potential suppliers are evaluated
in the third phase which determines the final selection of the supplier. With reference to the
selection of alternatives this process is characterised by the formation of different sets of alterna-
tives which are processed by the buying organisation prior to choice (Shocker et al. 1991;
Roberts/Lattin 1991; Lehmann/Pan 1994). The initial awareness set, which includes all the
suppliers known by the buyer, may be reduced over time to a consideration set. This set is
formed in the beginning of the search phase and can be viewed “as consisting of those goal
satisfying alternatives salient or accessible on particular occasion” (Shocker et al 1991, p. 183).
Based on more detailed information on suppliers within the consideration set the buyer will
determine a final list of suppliers (shortlist) which is termed the choice set. At this point the
search phase is finished and suppliers in the choice set are asked to submit a tender or bid
(Patterson/Dawes 1999). The focus of our research is on the consideration set and the choice set
which comprise the number of suppliers recognised at the beginning and at the end of the search
phase (Figure 1).
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Figure 1: Stages in the Buying Process and Subsets of the Supplier Selection Process

According to the literature on consideration and choice sets we argue that the probability of
switching to an out-supplier is increased by the overall size (Sambandam/Lord 1995) — but even
more by the structure — of these sets (Patterson/Dawes 1999). Consequently, we investigate the
structure of the sets, i.e. the proportion of out-suppliers included in the consideration and choice
set. Since the choice set is based on the information obtained in the search phase its structure is a
stronger indicator of switching behaviour than the consideration set structure, which represents
the motivation to search for alternatives. Therefore, the consideration set structure can serve as a
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indicator for the fendency to switch while the choice set structure represents a indicator for the
readiness to switch.

3 Conceptual Framework and Hypotheses

The buying situation as analysed in this study is characterised by industrial buyers who have a
business relationship to an in-supplier. Industrial business relationships can be described as a
non- coincidental sequence of market transactions between a supplier and a customer being
sustained by some kind of inner connection (Plinke 1997, p. 23). The ‘inner connection’ can
result from investments into the relationship as well as from benefits derived from the
relationship (Jackson 1985). Both create commitment to the in-supplier or inertia against change.
Accordingly, the existing relationship to an in-supplier is proposed to be an important source of
influence on the decision to switch. Drawing on transaction cost economic and inter-
organisational theory, we address four dimensions of the previous relationship: (1) trust, (2)
specific investments, (3) switching costs, and (4) dependence on the in-supplier. In addition,
uncertainty can cause switching barriers. Uncertainty results from a lack of information about the
required product features as well as about changes in the technological environment (Stump
1995). Inter-organisational theories, especially resource-dependence theory, and transaction cost
theory state that uncertainty will have an influence on the stability of relationships
(Pfeffer/Salancik 1978; Williamson 1985). In addition, the perceived lack of information about
the technological environment may motivate the buyer to search for information. Considering
this aspect literature on organisational buying in high-technology markets has started to
emphasize the role of external consultants (Dawes/Patterson 1992; Dawes 1996;
Dawes/Patterson/Lee 1996; Patterson/Dawes 1999). Hence, three dimensions concerning the lack
of information are examined in our model: (1) need uncertainty, (2) technological uncertainty, (3)
cooperation with external consultants. Figure 2 depicts the conceptual model.
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Figure 2: Conceptual Framework

Trust

Trust has been studied widely in research on (dyadic) buyer-seller relationships and business net-
works (Johanson/Mattsson 1987; Young/Wilkinson 1989; Anderson/Narus 1990; Morgan/ Hunt
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1994; Hakansson/Snehota 1995; Doney/Cannon 1997; Dyer/Chu 2000; Jeffries/Reed 2000).
Since there is no universally valid conceptualisation of trust a number of definitions has been
suggested. Moorman/Deshpandé/Zaltman (1993, p. 82) define trust as “the willingness to rely on
an exchange partner in whom one has confidence”, and propose that an expectation of
trustworthiness results from the ability to perform (expertise), reliability, and intentionality. In a
quite similar way Morgan/Hunt (1994, p. 23) conceptualise trust as “existing when one party has
confidence in the exchange partner’s reliability and integrity”. Other authors emphasize that trust
is one’s willingness to rely on another’s actions in a situation involving the risk of opportunism
(Williams 2001; Mayer/Davis/Schoorman 1995; Zand 1972). Accordingly, trust can be viewed as
“one party’s confidence that the other party in the exchange relationship will not exploit its
vulnerabilities [to opportunistic behaviour]” (Dyer/Chu 2000, p. 260).

While some research has focussed on trust between individuals (i.e. interpersonal trust), this
study examines trust at the level of the organisation (interorganisational trust). In a general sense
inter-organisational trust describes ‘“the extent to which organizational members have a
collectively held trust orientation toward the partner firm” (Zaheer et al. 1998, p. 143). According
to transaction cost economics and resource-dependence theory interorganisational trust operates
as a governance mechanism (de Bondeli Smith/Aldrich 1991; Williamson 1981; Ouchi 1980)
that “mitigates opportunism in exchange context characterised by uncertainty and dependence”
(Doney/Cannon 1997, p. 35). Specifically, we analyse buying firm'’s trust in the in-supplier firm
which is expected to emerge only when the customer and the in-supplier successfully have com-
pleted a number of transactions (Ring/Van de Ven 1992). Trust has thus an explicit past dimen-
sion and can be viewed as a bridge between the past and the future: “The past is reflected in the
parties’ experience and the future is called expectations and concerns fair pie of resources”
(Johanson/Silver 1999, p. 9).

Literature on trust in buyer-seller relationships has revealed that trust has an positive impact on
relationship continuity, commitment, repurchase intention and long-term orientation (Anderson/
Weitz 1989; Morgan/Hunt 1994; Ganesan 1994; Doney/Cannon 1997; Garbarino/Johnson 1999;
Bennett/Gabriel 2001; Kenney/Ferrel/LeClair 2001; de Ruyter et al. 2001). While leading to a
reduced perception of risk associated with opportunistic behaviour, reduced transaction costs (i.e.
costs of search, haggling, disputes and auditing) and increased ability to perform flexible adjust-
ments to changes (Young/Wilkinson 1989; Ganesan 1994) trust creates strong incentives to stay
with a previously chosen supplier. Thus, the customer will find only limited value in searching
for information about alternatives as well as in considering out-suppliers in the end of search
phase. Hence, we propose:

H;: The higher the trust of the buying firm in the in-supplier (a) the smaller the proportion of out-suppliers in the
consideration set, and (b) the smaller the proportion of out-suppliers in the choice set.

According to the degree of influence it is proposed that the effect of trust increases in the end of
the search phase, because then the opportunity of reducing uncertainty by the acquisition of
information is limited and trust can serve as a substitute for information.

Specific Investments, Switching costs and Dependence

Specific investments, switching costs and dependence are related to the dimension of asset speci-
fity discussed in transaction cost theory. High asset specifity creates a safeguarding problem,
because market competition no longer serves as a restraint on opportunism (Rindfleisch/Heide
1997). Hence, asset specifity and the risk of opportunism are factors that induce shifts towards
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closer relationships, because such forms of bilateral governance are presumed to provide better
protection of specific assets against opportunistic behaviour than a market-based exchange
(Heide/John 1990). The safeguarding problem is closely connected the discussion of dependence
in resource dependence and social exchange theory (e.g. Pfeffer/Salancik 1978; Thibaut/Kelly
1959), because specific assets give rise to ‘replaceability’ problems. Heide/John (1988) argue
that by combining the transaction cost model with insights from dependence theory a more
comprehensive understanding of the solutions for the safeguarding problem can be achieved.
Specifically, it is proposed that the deployment of transaction specific assets in buyer-seller
relationships involves the problem of interfirm dependence and high switching costs. Thereby,
»transaction specific assets are investments in durable assets that are highly specialized to the
exchange relationship and not easily redeployable and have little salvage value in other
relationships” (Williamson 1981, p. 555). Thus, switching cost are created, if investments in the
existing relationship are not fully amortized. Since switching costs are related to both, to the
specific investments in the previous relationship and to the need to invest in a new exchange
relationship with a potential supplier (Jackson 1985), we classify them as a separate variable. In
other words, specific investments represent the ‘past-dimension’ of asset specifity whereas
switching costs represent the ‘future dimension’ of specifity in a buying situation. However, we
propose that there is a strong relation between specific investments and switching costs:

H,,: The higher the specific investments in the existing relationship (i.e., to the in-supplier), the higher the level of
switching costs.

Moreover, we argue that both, specific investments and switching costs, create dependence,
which is described by “the extent of the replaceability of the exchange partner” (Heide/John
1988, p. 24). Dependence represents the ‘present dimension’ of specifity resulting from past
investment and from expectations of required investments in the case of switching:

Hyy: The higher the specific investments to the previous relationship, the higher the level of dependence.

H;: The higher the level of switching costs, the higher the level of dependence.

In terms of transaction cost theory, once specific investments have been committed, the buying
situation is fundamentally transformed (Williamson 1985), i.e. the previously competitive
situation is transformed into a situation in which the in-supplier has a quasi monopolistic
advantage. Thus, the general effect of specific investments, switching cost and dependence is a
disincentive to explore new vendors. However, specific investments constitute a sort of
dependence that may prompt buyers to pursue dependence balancing-strategies (Heide/John
1988), whereby considering out-suppliers may be one such strategy (Heide/Weiss 1995). Based
on this reasoning it is expected that specific investments have a negative indirect effect, but a
positive direct effect on the consideration and choice of out-suppliers:

Hy:  The higher the specific investments made by the buyer in the previous relationship, (a) the higher the proportion
of out-suppliers in the consideration set, and (b) the higher the proportion of out-suppliers in the choice set.

Hs: A high level of switching costs will result in (a) a smaller proportion of out-suppliers in the consideration set,
and (b) a smaller proportion of out-suppliers in the choice set.

Hs:  As the dependence on the in-supplier increases, (a) the proportion of out-suppliers in consideration set will be
smaller (b) the proportion of out-suppliers in the choice set will be smaller.

As the dimensions of specifity are not directly related to information search we propose that there
will be no significant changes in the size of impact on the structure of consideration and choice
set.



Product-related uncertainty, technological uncertainty and cooperation with external
consultants

Uncertainty, i.e. the extent to which information-related problems exist, is a general determinant
of organisational decision-making (Achrol/Stern 1988; Heide/Weiss 1995). Specifically, uncer-
tainty within buying decision making refers to the extent to which a buying firm has information
gaps with reference to (1) the evaluation of the performance of the in-supplier and of potential
suppliers, and (2) the circumstances surrounding the buying situation. The first refers to behav-
ioural uncertainty, the second to environmental uncertainty. Behavioural uncertainty is described
in transaction cost theory as “the degree of difficulty associated with assessing the performance
of transaction partners” (Rindfleisch/Heide 1997, p. 43). Environmental uncertainty has been dis-
cussed in transaction theory as well as in interorganisational theories, such as resource depend-
ence theory and social exchange theory, and can be defined as “the degree to which future states
of the world cannot be anticipated and accurately predicted.” (Pfeffer/Salancik 1978, p. 67).

With regard to the switching decision the buying firm is faced by (a) reduced behavioural uncer-
tainty because of experiences made in the existing relationship with the in-supplier (past dimen-
sion), and (b) behavioural uncertainty because of the a lack of experiences with purchasing the
needed product (future dimension). The first has been conceptualised as trust, i.e. as the degree
to which the buying firm has confidence that the in-supplier will not exploit its vulnerability. The
second represents the need uncertainty, which describes a generally complex situation where the
buying organisation lacks clear understanding of suitable specifications for the product
(Moller/Laaksonen 1986). This dimension of uncertainty is closely related to the complexity of
the purchase decision (Patterson/Dawes 1999), which is defined as “how much information the
organization must gather to make an accurate evaluation of the product” (McQuiston 1989, p.
70). According to transaction cost theory the effect of behavioural uncertainty is a performance
evaluation problem and induces measurement, screening and selection costs (Buvik 2000). As
such costs could be avoided by staying with the approved supplier a negative effect of need
uncertainty on the consideration and choice of out-suppliers can be assumed. However, it seems
reasonable that one possible strategy to respond to incomplete information is to search for new
information. Supporting this view, a positive relationship between need uncertainty (or
complexity of the purchase decision) and (a) the external information search (Dawes et al. 1993)
on the one hand, and (b) the proportion of out-suppliers in the choice set (Patterson/Dawes 1999)
on the other hand, has been explored in literature. Taking this into consideration we expect that
the negative effect of need uncertainty will be overcompensated in the beginning of search
process. At the end of the search process the effect is supposed to be only partly compensated,
because the remaining lack of information cannot be reduced efficiently in this later stage of the
buying process. In particular we propose, that

H,,: The motivation to reduce uncertainty by searching for information will result in a positive effect of need
uncertainty on the proportion of out-suppliers in the consideration set.

H;,: The information-related problems with respect to the buying situation that still remain at the end of search
phase will result in a negative effect of need uncertainty on the proportion of out-suppliers in the choice set.

The buyer’s perceptions of environmental uncertainty can arise when changing demand condi-
tions and technological changes demand extensive exchange of new information, renegotiations
of agreements and realignment of resources (Buvik 2000; Williamson 1985). For the purpose of
this research, we focus on the effect of environmental uncertainty with respect to the
technological changes on the supply side. Accordingly, we address the technological uncertainty.
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Following the reasoning of transaction cost theory, the effect of technological uncertainty is the
emergence of an adaptation problem (i.e. difficulties with modifying agreements to changing
circumstances) which gives rise to an increase in communication, negotiation and coordination
costs (Rindfleisch/Heide 1997). To avoid such adaptation costs buyers are likely to stay in the
relationship with the in-supplier (Ganesan 1994). Thus, the general effect of technological uncer-
tainty on switching behaviour is expected to be negative:

Hg:  As the level of technological uncertainty increases, (a) the consideration set will contain a smaller proportion of
out-suppliers, (b) fewer out-suppliers will be included in the choice set.

Contrary to proposition Hg, but consistent with Hg,, Heide/Weiss (1995) prove that technological
change serves to both expanding a buyer’s information collection effort (i.e. to increase the ten-
dency to include out-suppliers in the consideration set) and restricting the probability to switch to
a new supplier. However, we argue that the positive effect on the consideration of out-suppliers
is an indirect one. In particular, we propose, that the technological uncertainty will induce the
cooperation with external consultants, because outside consultants can provide extensive market
knowledge and technical expertise (Dawes/Patterson/Midgley 1997) and thus enhance organisa-
tional learning (Dawes 2001). Hence,

Hy: There is a positive effect of technological uncertainty on the extent of cooperation with external consultants.

Literature on high-technology markets has shown that choice set size and the proportion of out-
suppliers in the choice set is greater if external consultants are involved in the buying process
(Dawes 1996, Patterson/Dawes 1999). In this study we examine the general cooperation with
external consultants as an indicator for the effort to enhance the technological knowledge of the
organisation. Consequently, we do not link cooperation with external consultants to the need
uncertainty of the specific buying situation. However, we propose that the consequence of the
cooperation with external consultants for this more general purpose is the same as of hiring con-
sultants in order to support a particular purchase decision. Because of their extensive knowledge
about possible suppliers of different technological solutions outside consultants are likely to pro-
vide the buying firm with information about the capabilities of potential suppliers and thus create
an incentive to include new suppliers in the consideration and choice set:

H,o: As the extent of cooperation with external consultants increases, (a) the proportion of out-suppliers in the
consideration set will be larger, and (b) the choice set will contain a greater proportion of out-suppliers.

With respect to the size of impact we propose two conceivable views exist. While Heide/Weiss
(1995) argue that technological uncertainty will lead to higher motivation to search in the
beginning of search process, Dawes (1996) shows that searching for information and shortlisting
of suppliers are influenced by outside consultants in a similar way. Thus, identifying the degree
of influence is handled in this study as an explorative task.



4 Method

Pretest, research setting and sample

In order to capture the domain of the constructs in the research model an extensive search of
literature was undertaken (Churchill 1979). Next, exploratory interviews with purchasing and
technical directors of three medium-sized companies and three large scale enterprises and several
academical experts were conducted in order to confirm the relevance of the issue, pretest the
questionnaire, and identify key-informants. Afterwards, the revised questionnaire was filled out
by 11 industrial firms. The pretest revealed no significant problems with the remaining measures
and scaling formats.

The sampling frame for the final study was a national mailing list (Hoppenstedt database of
German enterprises) of manufacturing firms from 17 different two-digit NACE groups, with the
highest representation of firms from mechanical engineering (20.3%) and metal processing
(19.6%). Based on the pretest, technical directors were identified as key-informants.
Subsequently, a random sample of 1.100 names of technical directors was drawn from the
sampling frame. After a reminder letter and a follow-up phone call 212 questionnaires were
returned, resulting in an response rate of 19.3%. The final sample consisted of 191 buying firms,
after eliminating 21 questionnaires due to missing values. All of the seventeen NACE groups
were represented in the sample, whereby mechanical engineering (18.8%) and metal processing
(16.2%) remained to have the highest representation. The respondents were technical directors
(34.4%), managing directors (29.7%, with highest concentration in small and medium-sized
firms), purchasing managers (11.8%), and others (mainly production managers). A non-response
analysis has been performed (Armstrong/Overton 1977) by comparing early responses (67%) and
late responses (33%). No significant differences emerged between the two groups of respondents
with respect to (a) number of employees, (b) key informants involvement in the buying process,
(c) consideration set size, and (d) choice set size.

Respondents were asked to describe the buying behaviour with respect to a freely chosen, recent
purchase of production equipment. Moreover, the respondents had to choose purchase situations
in which exactly one in-supplier existed (this restriction is important in order to examine the
impact of the previous relationship).

Measures

Consideration set structure was measured by asking the respondents to list all suppliers
considered in the beginning of search process (after specification of the problem) and to state for
each supplier if this is the supplier of the previous solution or not. The proportion was calculated
by dividing the number of new suppliers by the overall number of suppliers. The Choice set
structure was measured by asking the respondents to state which of the considered suppliers were
invited to submit a tender (Patterson/Dawes 1999). Appendix 1 shows the distribution of the
consideration set and choice set structure.

Measures for the variables were either developed specifically for this study or adapted from prior
literature. Except for the variable ‘cooperation with consultants’, which was assessed by using a
7-point single item scale, all constructs were measured by using 7-point multiple item scales. To
evaluate scale properties we used traditional and advanced methods (Fornell 1982; Homburg/
Giering 1996). First, corrected item-to-total correlations were inspected to detect ill-fitting items
and Cronbach’s alpha was calculated to asses the reliability of each scale. Afterwards the entire
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set of items was subjected to confirmatory factor analysis to verify unidimensionality using
Amos 4.01 (analysis of moment structures). All the factor loadings exceed the required level of
0.4 and have t-values greater than 4.5. A description of the items used in the analysis and a sum-
mary of the evaluation of the measurement model is presented in Appendix 2. Finally,
discriminant validity was assessed by factor analysing all items representing the multi-item scales
for the constructs in analysis (Appendix 3). The analysis assigned all of the six item pools to their
construct factors and factor loadings are greater than 0,5 as suggested by Hair et al. (1995).

Test of Hypotheses

Initial support for our conceptual model (see Figure 2) is provided by the correlation matrix of all
variables which is shown in Appendix 4. In order to provide stronger support for the
hypothesized relationships the path coefficients for the structural model were estimated using
Maximum likelihood method of Amos 4.01. Though the overall chi square statistic is significant
(x2 (355) = 534.42, p = 0.00), the various fit indices show a reasonable fit (GFI = 0.85, AGF =
0.82, CF1=0.95, RMSEA = 0.05). The estimation results (standardized parameter estimates) are
shown in Figure 3.
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Figure 3: Structural Equation Results: Standardized Parameters (standardized coefficients in brackets are not
significant at p < 0.1 level)

The structural model explains 19.7% of the variance in the proportion of out-suppliers in the
consideration set and 25.5%, and in the proportion of out-suppliers in the choice set. Further, the
model explains 35.0% (specific investments), 35.3% (dependence) and 3.9% (cooperation with
consultants) of the variance in the other endogenous theoretical constructs.

The direct and indirect effects are depicted in Table 1.



(a) Consideration Set (N=191) (b) Choice Set (N=191)

Direct Indirect Total Direct Indirect Total

Effects Effects Effects Effects
Specific Investments (Hy; Hy) 0.21%** -0.29 -0.08 (0.15) -0.15 -0.15
Switching Costs (Hs; Hs) -0.27%** -0.08 -0.35 -0.20%** -0.10 -0.30
Dependence (Hg) -0.24%** -0.24 -0.29%** -0.29
Trust (Hy) (0.07) n.s. -0.21%** -0.21
Need Uncertainty (H7) 0.13* 0.13 (0.07) n.s.
Technological Uncertainty (Hg) -0.20%* 0.02 -0.17 -0.20%* 0.03 -0.17
Cooperation with Consultants (H,o; Hg) 0.11% 0.11 0.14** 0.14

Table 1: Direct and Indirect, and Total effects on the Proportion of Out-Suppliers (a) in the Consideration Set, (b) in

the Choice Set.

**% p <0.01; ** p<0.05; * p=0.1; n.s. = not significant

(The indirect effect were derived by multiplying the sequential estimates along any given path. For example
the indirect path from technological uncertainty to consideration set is (0.20 x 0.11) = 0.02. Total effects are
simply the sum of direct and indirect effects.)

The specific results are the following:

For H,, contrary to our proposition, (a) trust has no significant effect on the proportion of out-suppliers in the
consideration set. As predicted, (b) trust has a significant negative effect on the proportion of out-suppliers in the
choice set (p<0.01). Thus, as expected, trust has a stronger impact on the choice set structure than on the
consideration set structure.

As supposed by H,, specific investments have (a) a strong positive effect on switching costs (p<0.01), and (b) a
positive effect on dependence (p<0.01), resulting in a negative indirect effect on the proportion of out-suppliers
in the consideration set and the choice set. Moreover, as predicted by Hy, specific investments have a positive
direct effect on the proportion of out-suppliers in the consideration set (p<0.05), but failed to affect choice set
structure.

For Hj, as assumed, switching costs increase the dependence, resulting in a negative indirect effect on considera-
tion set choice set structure (p<0.01). Furthermore, supporting Hs, switching cost have a negative direct effect (a)
on the proportion of out-suppliers in the consideration set (p<0.01), and (b) on the proportion of out-suppliers in
the choice set (p<0.05).

Hg is also supported, i.e. the dependence significantly decreases (a) the proportion of out-suppliers in the
consideration set (p<0.01) and (b) the proportion of out-suppliers in the choice set (p<0.01).

As predicted by H;, need uncertainty increases (a) the proportion of out-suppliers in the consideration set
(p<0.1). Contrary to our suppositions, (b) need uncertainty has no significant effect on choice set structure.
However, the results confirm our expectation, that need uncertainty will increase the motivation to consider out-
suppliers at the beginning of search phase, but not at the end of this phase.

For Hg, as expected, a higher level of technological uncertainty significantly decreases (a) the proportion of out-
suppliers in the consideration set (p<0.05), and (b) the proportion of out-suppliers in the choice set (p<0.05).
Furthermore, as predicted by Hy, technological uncertainty increases the extent of cooperation with external
consultants.

As presumed by Hjo, cooperation with out-suppliers significantly increases (a) the proportion of out-suppliers in
the consideration set, and (b) the proportion of out-suppliers in the choice set. Surprisingly, the effect on
consideration set structure is smaller than on choice set structure.

In order to ascertain that the proportion of out-suppliers in the consideration set and in the choice
set can serve as indicators for switching behaviour we have compared the means of our two
dependent variables with respect to the final buying decision. As Table 2 shows, the average
proportion of out-suppliers in the (a) consideration set, and (b) choice set is smaller for buyers
who decided to stay with the in-supplier, rather than to switch to an out-suppliers. In particular,
the mean of the proportion of out-suppliers in the choice set is considerably smaller for buyers
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who decided not to switch to an out-supplier. Hence, we can proof that the consideration set
structure serves as a good indicator for the fendency to switch, while the choice set structure
serves as an indicator for the readiness to switch. To verify this proposition further research is
needed.

Average Proportion of Out-Suppliers in the:

Final choice of Supplier (a) Consideration Set (b) Choice Set Cases
In-Supplier chosen 0.61 0.46 111 (58%)
Out-Supplier chosen 0.77 0.76 80 (42%)

Table 2: Average proportion of out-suppliers in the consideration and choice sets by the final choice of supplier
5 Discussion and conclusion

Our results show, that the consideration and choice of out-suppliers at the beginning and at the
end of search phase is determined in part by the outcomes of the existing relationship to an in-
supplier (i.e., trust, specific investments, switching costs, and dependence), and in part by the
extent, to which information related problems exist (need uncertainty, technological uncertainty,
and cooperation with external consultants). Thereby, switching costs and dependence on the in-
supplier have the strongest impact on the consideration set structure, while trust and dependence
have the strongest effect on the choice set structure. As these effects are negative, the determi-
nants serve as switching barriers. However, by separating specific investments from switching
costs and dependence, we were able to show that the effects of asymmetrical dependence on the
stability of relationships are twofold. On the one hand, higher levels of asymmetrical dependence
may prompt buyers to (partially or completely) withdraw from the existing relationship (Emerson
1962). Supporting this view, a positive direct effect of buyer’s specific investments on the
consideration of out-suppliers has been identified. On the other hand, it is proposed by
dependence theory and transaction cost theory that higher levels of buyer’s specific investments
increase the tendency to stay with an existing supplier (Ganesan 1994). This view is supported,
by showing that specific investments have a negative indirect effect on the consideration and
choice of in-suppliers. With respect to the existing relationship we can derive the following
implications. Altogether, specific investments, switching costs and dependence are factors that
may prevent buyer’s from considering new suppliers already in the beginning of search phase.
Trust does not prevent buyers from including out-suppliers in their consideration sets, but
restricts the tendency to invite out-suppliers to submit an offer. Thus, our results support the view
of Johnson (1982) who stated that “People stay in relationships for two major reasons: because
they want to; and because they have to” (Johnson 1982, p. 52-53). While specific investments,
switching costs, and dependence create ‘involuntary’ switching barriers, trust creates an incentive
to stay voluntarily in a relationship (Plinke 1997).

With regard to the dimension of uncertainty we found support for a negative direct effect of tech-
nological uncertainty on the proportion of out-suppliers in both sets. Thus, technological uncer-
tainty can prevent buyers from switching. However, technological uncertainty increases the
tendency to cooperate with external consultants, i.e. it has an (indirect) positive effect as well.
Hence, in-suppliers should not rely on the thought that technological uncertainty serves as a
switching barrier. Instead, in-suppliers as well as out-suppliers are well advised to establish good
working relationships with these ‘influential’ external consultants (Patterson/Dawes 1999). In
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addition need uncertainty increases the tendency to consider new alternatives. However, this
effect proved not to be very strong.

To sum up, a considerable part of our hypotheses has been supported by the empirical results.
However, some results are not easy to explain and are issues which warrants further research. In
particular, the different effects of some factors on the consideration set at the one hand and on the
choice set on the other hand need to be discussed in more detail. Moreover, the amount of
variance explained for each of the endogenous variables suggests that additional variables may
affect the consideration and choice of out-suppliers. For example, satisfaction with the in-
supplier and situational factors, such as formalization of the buying process, have not been
examined in this study. Finally, a multi-informant strategy would have been desirable, rather than
collecting data from key informants.
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Appendix 1: Absolute and Relative Frequency of In-Suppliers and Out-Suppliers in Consideration and

Choice Set
Consideration Set (N=191) Choice Set
(N=191)

Number of Suppliers Frequency % Frequency %
In-Suppliers

0 9 4.7 22 11.5

1 182 95.3 169 88.5
Out-Suppliers

0 11 5.8 26 13.6

1 27 14.1 55 28.8

2 54 28.3 69 36.1

3 54 28.3 23 12.0

4 20 10.5 11 5.8

5 or more 25 13.1 7 3.7
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Appendix 2: Items Representing Different Scales and Confirmatory Factor Analysis Results

Factor and Individual t-Values Construct Average
Description of Items (7-point scale with 7 = strongly agree; 1 = strongly disagree; item of Factor reliability variance
(translated from German language) reliability loadings extracted
1. Specific Investments (Coefficient 0. = .88): 0.89 0.73
Spezlnv_1: We have made significant investments in resources dedicated to our 0.69 13.62

relationship with this supplier.

SpezInv_2: Our firm has significantly invested in personnel in order to deal with this 0.88 16.41

supplier.

Spezlnv_3: Our procedures and routines have been tailored to meet the requirements 0.63 12.74

of dealing with this supplier.

2. Switching Costs (Coefficient a = .82): 0.83 0.61
Switch_1: We thought that a significant part of our investments would be worthless if 0.75 13.80

we switched to a new supplier.

Switch_2: Our belief was that developing procedures to deal effectively with a new 0.49 10.35

supplier would take a lot of time and effort.

Switch_3: We thought that purchasing from a new supplier would devaluate a 0.60 11.79

significant amount of existing knowledge.

3. Dependence (Coefficient a = .87): 0.87 0.58
Depend_1: The supplier can be replaced relatively quickly and easily. (reverse coded) 0.61 12.36

Depend_2: Even if we wanted, it is nearly impossible to replace the supplier. 0.57 11.64

Depend_3: We have strongly committed to the supplier. 0.62 12.45

Depend_4: If we no longer wanted to work with this supplier, we could switch to a 0.62 12.40

new supplier without any problems. (reverse coded)

Depend_5: Our firm is much more dependent on this supplier than the supplier is on 0.48 10.38

us.

4. Trust (Coefficient o= .96): 0.96 0.75
Trust_1: We are convinced that the supplier is fair and honest to us. 0.71 14.36

Trust_2: If problems (such as shipment delays) arise, this supplier is honest with 0.77 15.30

regard to these problems.

Trust_3: We are convinced, that the supplier is doing his best do solve emerging 0.79 15.69

problems.

Trust_4: We are convinced, that this supplier correctly performs its tasks, even if we 0.79 15.68

cannot control this.

Trust_5 We are convinced, that this supplier considers our interests. 0.74 14.82

Trust_6: We can count on the supplier’s promises to our firm. 0.70 14.16

Trust_7: We can rely on the information given by this supplier without any concern. 0.68 13.76

Trust_8: This supplier is trustworthy. 0.79 15.62

5. Need Uncertainty (Coefficient a = .82) 0.83 0.62
NeedUncert_1: We were uncertain if the potential technological solutions would 0.50 10.33

fulfil our requirements.

NeedUncert 2: We were unsure, if we had sufficient knowledge in order to select the 0.63 11.82

optimal solution.

NeedUncert 3: We were uncertain, if the right decision would be made with regard to 0.71 12.67

the choice of the needed solution.

6. Technological Uncertainty (Coefficient a = .82) 0.82 0.53
TechUncert_1: As technology is changing rapidly, we often had to redefine our 0.59 11.47

requirements on the demanded solution.

TechUncert_2: There is a variety of product innovations on the supply side. 0.58 11.41

TechUncert_3: Technological developments on the supply side have no far-reaching 0.45 9.65

consequences. (reverse coded)

TechUncert_4: The amount of technological alternatives is permanently growing 0.49 10.19

because of technological dynamics in the supplier’s industry.

7. Cooperation with Consultants (In order to bring us up-to-date with the
technological developments we cooperate with external consultants.)

8. Consideration Set (Proportion of Out-Suppliers)
9. Choice Set (Proportion of Out-Suppliers)

GFI: 0,856; AGFI: 0,818; CFI: 0,95; RMSEA: 0,05

Appendix 3: Results of Exploratory Factor Analysis
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Factor Loadings

Factor Items Faktor 1  Factor2  Factor3  Factor4  Factor5  Factor 6
Trust 3 0.90 0.02 0.00 -0.04 0.03 0,02
Trust Trust 8 0.89 -0.01 0.00 0.04 -0.07 0,00
Trust 4 0.88 0.00 0.13 0.00 -0.05 0,02
Trust 2 0.87 0.04 0.05 -0.01 -0.06 0,08
Trust 5 0.85 -0.02 0.09 0.07 -0.08 0,01
Trust 6 0.84 0.04 0.00 -0.11 -0.07 0,00
Trust 1 0.83 0.07 0.14 0.01 -0.10 -0,03
Trust 7 0.81 0.00 0.12 -0.02 -0.07 0,08
Depend 4 0.01 0.80 0.05 0.05 0.04 0,15
Dependence Depend 1 0.01 0.77 -0.02 0.11 0.03 0,15
Depend 3 0.07 0.72 -0.01 0.32 0.04 0,13
Depend 2 0.04 0.70 0.08 0.17 -0.07 0,15
Depend 5 -0.02 0.68 0.00 0.12 -0.01 0,08
TechUncert 2 0.11 0.02 0.77 0.09 0.04 0,13
Technological TechUncert 1 0.09 0.09 0.72 0.12 0.14 0,16
Uncertainty TechUncert 4 0.10 -0.06 0.67 0.18 0.03 0,08
TechUncert 3 0.06 0.04 0.67 0.00 0.11 0,02
Specific Spezlnv_2 -0.04 0.28 0.14 0.84 -0.05 0,20
Investments Spezlnv 1 -0.02 0.25 0.19 0.73 -0.10 0,21
Spezlnv_3 -0.03 0.33 0.16 0.68 0.03 0,25
Need NeedUncert 3 -0.09 -0.03 0.11 0.02 0.83 -0,06
Uncertainty NeedUncert 2 -0.08 0.00 0.11 -0.02 0.79 0,02
NeedUncert 1 -0.13 0.04 0.07 -0.08 0.70 0,07
Switching Switch 1 0.00 0.26 0.13 0.24 0.03 0,82
Costs Switch 2 0.04 0.24 0.13 0.18 -0.03 0,68
Switch 3 0.11 0.30 0.24 0.22 0.07 0,55
Eigenvalue 6.65 5.42 2.78 2.01 1.29 1,11
Explained Variance 23,12 12.31 8.75 8.05 7.27 6.67
Total explained Variance 66,17
Extraction Method: Principal Axis Factoring; Rotation Method: Varimax with Kaiser Normalization
Appendix 4: Correlation Matrix of Measurement Scales
1 2 3 4 5 6 7 8 9
1. Specific Investments 1.00
2. Switching Costs .59 1.00
3. Dependence .53 54 1.00
4. Trust -.02 .08 .06 1.00
5. Need Uncertainty -.05 .03 -00 -17 1.00
6. Technological Uncertainty 33 37 12 .19 21 1.00
7. Cooperation with Consultants .03 -.02 .06 .03 .04 20 1.00
8. Consideration Set (Proportion of Out-Suppliers  -.15 -35 -30 -.15 .09  -21 .08 1.00
9. Choice Set (Proportion of Out-Suppliers) -19  -35 -35 -29 .06 -25 .09 72 1.00
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