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Abstract

Interaction between the buyer and seller has erdeag@n important resource for firm
adaptations and innovation. However, businessioelksttip research tend to assign equal
weight to antecedents and fail to consider théeraependencies and interactions. To
overcome this limitation, the paper proposes a\wae comparison approach to obtain
expert opinion for the assigning of weights to thastecedents. This approach follows
the framework provided by the Analytic Hierarchyp&ess (AHP). Aconceptual
framework, based on the IMP interaction model,ifigkthe elements of trust,
commitment, closeness/ co-operation, power/depeamdand exchange to buyer-seller
interaction is developed. A hierarchy-structuke Iconstruct is then designed to
represent the relationship between these interaetitecedents with adaptations/
innovation. Taking the dimensions of the trustredat as example, the paper illustrates
how pair-wise comparison can be used to assignhigetg these dimensions and rank
them according to importance and by extension titecadents to interaction found in
the conceptual model. The pair-wise comparisonaggr provides an additional avenue
for testing the robustness of the IMP Interactiarded. It is a convenient tool for
developing higher order relationships and has ttential for use in both cross-sectional
and longitudinal studies across different cultunedustries and even networks.
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Background

Interaction between firms and their suppliers/ooetrs within the supply chain
has been recognized as a prime factor for innovaimcess (Doloreux, 2004; Fatimah,
2001; Roy, Sivakumar and Wilkinson, 2004; KoschgtAl099; Laage-Hellman, 1997;



Eisenhardt and Tabrizi, 1995). This is a departume previous thinking that only the
producer or manufacturer is the source of innovadind has placed the buyer-seller
relationship dyad as a functional source of inniova¢von Hippel, 1988). As such,
interaction between the buyer and seller has erdeag@n important resource for firm
competitiveness and organizational strategy (Béayddohnson and Manyika, 2006;
Krapfel, Jr., Salmond and Spekman, 1991; Dyer angh$1998; Turnbull and Valla,
1986). Much of this importance lies in the colladtore nature of such relationships with
antecedents such as trust, commitment, cooperatimhpower/ dependence forming the
atmosphere of the relationship (Hakansson, 198&ypball, 2001).

Business relationship research focusing on tregioglships between antecedents
and consequences tend to assign equal weightege #ntecedents. This approach
however fails to recognize the ongoing interactiand interdependence between the
contributory antecedents and to give clear indicegtiof the relative importance of each
factor in contributing towards a higher-order riglaship (Wray, Palmer and Bejou,
1994). An alternative would be for the researcbdptus on only a few of these
components and conceptualize their relationshipk ag that between trust and
commitment. This limitation to business relatiopstgsearch is brought about by the use
of parametric statistics such as regression arsalygiich presupposes the normal
distribution of the population, and hence the neegissume equal weight amongst
determining factors (e.g. Cannon and Perreaull 989; Nielson, 1998; Blankenburg,
Eriksson.and Johanson, 1996; Metcalf, Frear anshiken, 1992) A similar argument
forwarded in the field of innovation research iattthe measurement of attributes by
means of perceived questionnaires that are evalugiag subjective indicators deviate
easily, based on the subjective cognizance of ¢ingom who replies to the questionnaire,
because the relative importance of the differemtegisions is not considered (Liu, 2005).

We propose the use of a non-parametric pair-voseparison approach for the
assigning of weights to the antecedents of buylgrdateraction so as to ascertain their
relative importance based on the framework provigethe Analytic Hierarchy Process
(AHP) (Saaty, 1994). The use of a non-parametgbnique allows for the assumption
of a free distribution of weights amongst the aatlsnts. In this aspect, the AHP method
provides a comprehensive, logical and structueahBwork that allows for the
understanding of complex weighting problems by dggosing the problem into a
hierarchical structure of multiple factors and nplét solutions. A pair-wise comparison
approach is then used to collect judgments fromoaof experts to assess and allocate
weights to these multiple factors. The same pasewiomparison approach used in the
AHP could be adopted in business relationship rekaavolving multiple factors in
their constructs. By allocating weights to the deieant factors it would be possible to
evaluate their impact on the dependent variabledas their degree of importance. The
different weights assigned to the factors wouldsthrovide an added dimension in
evaluating data collected through survey-basedreke

This research identifies the elements of trushhmitment, closeness/ co-
operation, power/dependence and exchange four ilMP interaction model as
determinants of interaction that result in adaptegiand innovation carried out within
successful buyer-seller relationships (CampbeD12@iallén, Johanson and Seyed-



Mohamed, 1991; Hakansson, 1982 ). A hierarchy-siradike construct is designed to
represent the relationship between the interact&iarminants and adaptation/
innovation. This paper then evaluates the usbeopair-wise comparison approach
adopted from the AHP for use in the assigning abis to these determinants. At the
end a discussion is carried out to identify imgiimas and further research.

Buyer-Sdller Interaction as determinant of Innovation

The IMP Interaction Approach by Hakansson andrbestrial Marketing and
Purchasing (IMP) Group (1982) posits that the reteship between the buyer and seller
can be forged and profiled through the linking ctiaties, sharing of resources and the
bonding of actors of the two firms; thus makingatssible to measure the level of buyer-
seller interaction (Hakansson, 1982; HakanssorSmathota, 1995). Based on
ethnographic interviews of 878 buyers and sellennf318 firms in France, Sweden,
Western Germany, Italy and the United Kingdom,graup believed that a model based
on cooperation rather than the traditional buydesadversarial model was a more
realistic representation of the data that theyectdd.

The IMP Interaction model

Figure 1 below presents the basic model of the IM&action Approach taken
from Hakansson and the IMP Group (1982). It deplutsactors (party A and B) in an
exchange process involving resources and activiiesounding the exchange elements
of products and services, finance, information smclality and the interaction process
(which includes adaptations), is the atmospheta@fnteraction consisting of power/
dependence, cooperation, closeness and expectétiakansson, 1982).

Enwvironment
Party A Atmosphere Porty B
{(buying firm] (seling firm)
Wemems ond proc;:s\Z/
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—
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Figure 1: Main elements of the Interaction Modae&e: Hakansson, 1982)

More recent studies have interpreted the inteva@tmosphere to also include



trust, commitment, mutual goals, performance sattgin and IT Adoption. A table
comparing the constructs/ dimensions used in tiggnat IMP Interaction model with
some of the more recent published papers refergticexmodel is provided in Table.1 on
next page.

Table 1 Summary table of constructs/dimensions us#édP Interaction research

Author (Year) Constructs / Dimensions of IMP Interaction

Hakansson (1982) Power/ dependence, Co-operatiosefiess, Expectations

Product/ service exchange, Information exchangegrisial
exchange, Social exchange

Institutionalization, Adaptations

Metcalf, Frear and Product exchange
Krishnan (1992) Information exchange
Social exchange
Co-operation
Adaptation

Wilson (1995) Atmosphere- Commitment, Trust, coafien, mutual goals,
interdependence/ power imbalance, performanceaetisn,

Process — adaptation, non-retrievable investmbatges
technology, summative constructs, structural bosdsial

bonds
Nielson (1998) Closeness, Trust in customer, Comenit in relationship,
Information sharing, Relationship specific asseintiworking
Campbell (2001) Atmosphere — power/dependencst, tammitment, co-

operation/ closeness

Interaction process — exchange (product, informafioance,
social), mechanisms (adaptations, contact pattbergaining/

negotiations)
Roy, Sivakumar and | IT adoption
Wilkinson (2004) Commitment
Trust

Trust and commitment especially has been a pogldanent of study in the
recent constructs appearing in four of the fivelgs cited (Wilson, 1995; Nielson, 1998;
Campbell, 2001; Roy, Sivakumar and Wilkinson, 2004)le cooperation and closeness
have been grouped together in two of the citedtcocts (Nielson, 1998; Campbell,
2001). The atmosphere element of expectationsiathéorwarded in the initial model
by Hakansson (1982) has not been a subject of stualyy of the five studies quoted
here. Mutual goals, performance satisfaction andddption have only appeared once.



The variable must appear at least twice (oncearstudy and a second time elsewhere)
for it to be considered for this paper’s conceptuatlel.

Some of the studies segregate the atmosphere oftéraction from the elements
and processes of interaction while others do nambell (2001) for instance, further
refined the interaction process into exchange (pechdnformation, finance, social) and
mechanisms that include adaptations as a compoiién.differs from Hakansson
(1982) in that the exchanges are treated as elerteettie interaction whilst adaptation is
an interaction process.

The Conceptual Model

It is argued here that adaptation is a form obuation and has often been
mentioned in innovation literature (Todtling anduf@mann, 1999; DeBresson et al.,
1996, (and in the literature cited there in); Elsalt and Tabrizi, 1995; Damanpour,
Szabat and Evan, 1989). The interaction atmospifggewer/dependence, cooperation/
closeness, trust, and commitment are grouped tegatbng with the exchange processes
(product, information, finance and social) to faitme dimensions of buyer-seller
interaction that result in adaptations/ innovaiiothe buyer-seller dyadic relationship.
This interpretation of the IMP interaction modepigsented in Figure 2 below:

Power/ Dependence

Co-operation/ Closene

Trusi Interaction .| Adaptations,
Innovation

Commitmen

Exchange process

Figure 2: The determinants of adaptations/ innowvaith buyer-seller relationships.

Although the various factors of interaction atmuesge and exchange process as
depicted in Figure 2 are shown to be separate &ach other, they are actually
interdependent and interrelated. For instanceglédments of the interaction of product



exchange, social exchange, information exchangdiaace exchange will have an
impact on the level of commitment, the extent aéty and closeness between the buyer
and seller (Campbell, 2001) and trust will afféxt tevel of commitment (Morgan and
Hunt, 1994). This will be evident when we discuss mature of the variables below:

Buyer-Seller Interaction

The main function of interactions between the bwayel seller is to communicate
about, coordinate and adapt the activities anduress firms are allocating to and/or
using in the relationship (Wynstra, Axelsson and giar Valk, 2006). The benefits of
these interactions include that of more competipireduct offerings, increased revenues,
cost reduction, increased product quality and geoitong-term relationships (Metcalf,
Frear and Krishnan, 1992; Hallen, Johanson anddsklhamed, 1991). At the core of
this interaction is the exchange process that edoetween buyer and seller (Hallén,
Johanson and Seyed-Mohamed, 1991). This exchanges® has been identified as
involving the exchange of products or servicesariite, information and sociality
(Hakansson, 1982). A direct result of these excaamgll be the feeling of mutual trust
and co-operation between the buyer and seller.imhign will lead to adaptations made
by either firm in the elements exchanged or evermptiocess of exchange itself (Metcalf,
Frear and Krishnan, 1992). The atmosphere surragrttie interaction includes the other
interaction elements of closeness/ cooperatiornpameer/ dependence.

Adaptations / Innovation

Adaptations within the buyer-seller relationshefer to the mutual adjustments
made by the buyer and seller to their existing potsl processes and organization in
order to comply with the needs of their partnerligia Johanson and Seyed-Mohamed,
1991). As adaptations may involve modificationptoducts or services, and to the
manufacturing process, as well as changes in ttigagxge process to suit the relationship
requirements, adaptations can be recognized asfide innovative activities of a firm.
This is because since innovation is a result oidreous interactions between buyer and
seller, the related innovative activities wouldlute the adaptation, adoption,
improvement, or inducement of complementary andlianx support techniques made
by buyer and seller that can lead to the introductif a new or improved product,
process, material, market or organization (Hob@893; Todtling and Kaufmann, 1999;
DeBresson et al., 1996; Eisenhardt and Tabrizi51®&manpour, Szabat and Evan,
1989; Nelson and Phelps, 1966).

Power/ dependence

The question of how much power one company hasanaher and of how
much they are dependent or independent of each @®pending on how this is
perceived) is also related to the issue of corfifblson, 1995; Hakansson, 1982). A
company may be said to have power to exert contret another as in a large buyer
/customer to its suppliers. It may choose to bepethdent and adopt arms-length
transactions in dealing with suppliers but may finid approach to be less competitive
compared to the business relationship approactuy&resuppler relationship governed



by trust and commitment would reduce opportunissixand reap benefits in lower
transaction costs and increased competitivenessr(@&yd Chu, 2003; 2000). However,
doing so would involve investments in resourcesthedsharing of activities. The
relationship with the suppler has changed to onetef-dependence and power as a
coercive force is replaced by cooperation and bolation. Similar arguments may be
used to discuss the power of the supplier ovebtlyer where it has resources the other
needs (Hallen, Johanson and Seyed-Mohamed, 1991).

Cooperation/ closeness

The feeling of closeness between two organizatftiresbuyer and seller) is
achieved when they have reached the stage of sficckmg-term relationship involving
close cooperation between them. The two firms negrimeshed in the social networks
of each other at the business level as well dsegpérsonal level to the extent that the
term ‘intimacy’ may be used to describe their sb@tationships (Nielson, 1998). A
close relationship has the benefit of optimal stwgof process, joint product
development and other forms of adaptations, sharfingchnical information and other
strategic collaborations and competitive advantédgegd on close and frequent
interactions on the two businesses (Hallen, Johmmasd Seyed-Mohamed, 1991,
Hakansson, 1982).

Trust

Trust is now considered a classic factor for loegn relationships and effective
governance and has been a subject of study linkilognnovation (Clegg, 2002; Hattori
and Lapidus, 2004; Bouty, 2000; Ryssel, Ritter @ednunden, 2004). For innovation to
flourish it is very important that there is a fifteav of knowledge. Information and social
exchange is a means of binding together the comgpieteof the two parties in the dyadic
relationship of the buyer and seller. In such aadion trust plays a pivotal role in
successful collaboration as it is used to overcopportunistic behavior. It is the extent
to which one partner may depend on another to &btek its business interests and
studies have shown that trust is a vital elemeiat lofisiness relationship and the intensity
of interactions (Morgan and Hunt, 1994; Joshi anarfp, 1999; Sako, 1992). The degree
of trust will determine the extent to which orgaatiens are willing and able to interact
(Athaide, Meyers and Wilemon, 1996). Whenever, padies enter into collaborative
innovation, it usually means that the two parties@mmitted to each other, with the
pay-off being shared benefits from adaptationsiandvation (Eisenhardt and Tabrizi,
1995). Trust can be further differentiated into diensions of partner’s honesty,
benevolence trust and competence trust (Kumar,e8eme Steenkamp, 1995).

Commitment

Commitment can be defined as the customer's drmatantion to develop and
sustain the relationship with the supplier in thied term (Anderson and Weitz, 1992;
Dwyer, Schurr and Oh, 1987; Morgan and Hunt 19@é)nmitted customers will offer
more value to their suppliers through their conttitn to the ongoing relationship.
Indirect functions such as collaborative innovatéom product development are also



likely to be fulfilled when partners are committ@lalter and Ritter 2003). Customer
commitment can be described along three dimensibafective commitment,
expectation of continuity and willingness to invasthe relationship (Kumar, Scheer and
Steenkamp, 1995). An aspect of commitment is réjoutén that a company may wish to
be perceived as being persistent, consistent diat)lee Commitment in buyer-seller
relationships involves “stability and sacrifice”daallows the coordination advantages of
vertical relationships and the entrepreneurial athges of separate ownership
(Anderson and Weitz 1992). It is demonstrated hyllingness to dedicate specialized
assets for a particular relationship, thus dematisty that the buyer and seller can be
relied upon for future support. Commitments invgbledges, credible commitments,
idiosyncratic investments, and the dedicated aliocaf resources, which become
specific to a relationship (Anderson and Weitz, 2)99

Exchange

The exchange process involves the exchange otiptednd services and of
financial exchange, not unlike normal businesssaations. There is also the exchange in
information, which is technical and organizatiomahature and considered sensitive or
strategic. This is underlined by social exchanggs/ben members or actors of the two
buyer and seller firms (Hakansson, 1982). Socieharges are viewed as interaction
processes where the interactions are any set eh\ddsde behavior on the part of at least
two persons who respond and are affected by e&ehn as part of an adaptation process
(Hallen, Johanson and Seyed-Mohamed, 1991). Ir#tomexchange may involve
comparison of cost data and information about teahimprovements where there is
joint product development and an exchange in prisdared services (Metcalf, Frear and
Krishnan, 1992). This of course leads to jointhéag or ‘interactive learning’ as
mentioned by Lundvall (1998) carried out in a timgtenvironment where information
shared is treated as confidential. Sharing of m&dfon may be conducted in both a
formal and informal environment. Casual exchangag l@ad to new insights and more
detailed discussions that can then lead to innord®rr, 1990).

The interactions and interdependencies betweealibee variables are indeed
complex but thus far the common approach in stuglthese relationships is to build
conceptual models and test it using parametrioigcies. An exception has been the
study by Wray, Palmer and Bejou (1994) where newgblork analysis was used to
study relationship quality. This paper proposesethod of evaluating the inter-
relationships amongst the interaction elements jpgimwise comparison approach to
assign weights to the elements so as to presemtitha higher order relationship.

The AHP pair-wise comparison approach for ranking of interaction variables

This section evaluates the use of the pair-wisepasison approach adopted from
the AHP for use in the assigning of weights to deteants of interaction already derived
in the previous section. In the process, a hiegastiucture like construct is designed to
represent the relationship between the determimmovwer/dependence, closeness/



cooperation, trust, commitment and exchange toesgker interaction.

Developed by Saaty (1980) as a decision-makingnigae, the AHP method has
been applied to a wide-range of large-scale prejactl current decision-making
problems and issues. In business relationship reséae AHP method has been applied
towards supplier selection (Chan, 2003; Davies,12@@d other similar decision-making
studies. There has not been any published workg ulse AHP for the setting of weights
to business relationship variables for the esthtiient of higher order relationships but
there are evidence of its use in other fields acthe ranking of the dimensions for
organisational innovation (Liu, 2005) and measuanganufacturing system’s
performance (Yurdakul, 2002).

The application of the AHP recognizes the knoweedfexperts by making use
of their subjective judgments, which are transfairmo quantitative data, by using the
pair-wise comparison approach. The AHP can compaaatitative as well as qualitative
information. The AHP utilizes pair-wise comparisdogstablish factor weights for
decision models, establish priorities for a decisiboice by way of ranking the
importance of these variables, and generate aecstatistics to confirm its decision
analysis. It is a superior decision-making methodglbecause it requires all of the
factors in the decision environment to be directiynpared with all other factors,
providing a more inclusive consideration of theemattion and value of each factor
relative to all other factors (Saaty, 1994).

The steps to be carried out in the pair-wise comparof the interaction variables
(adapted from Schniederjans (2004)) are discussievb

Step 1. Establishment of the hierarchy model fokireg of variables and dimensions

In this step a hierarchy of the constructs, basethe conceptual model
developed in the previous section, is establishdwtp visualize the variables and
dimensions or factors that must be weighted or uséuke research (see Figure 3 on next
page). The idea of the decision hierarchy is tal#ish the relationships of the
dimensions and sub-dimensions. At the top of #wsibn hierarchy is the consequence
of the study which in this case is adaptationspuation. At the next level is interaction
and below it are the interaction dimensions of catment, cooperation/ closeness, trust,
power/ dependence, and exchange. Commitment,andséxchange have further sub-
dimensions at the fourth level. The model hierarsiops at the fourth level but could be
extended to the actual measures of the dimensimhswb-dimensions.



Adaptation/
Innovation
Interaction
Commitment Co-operation/ Trust Power/ Exchange
Closeness Dependence
Affective Expectation Willingness Product/ | Information | Financial | Social
Commit- of continuity | toinvest service exchange exchange| exchange
ment exchange
Belief in Benevolence | Competence
Partner's Trust Trust

Honesty

Figure 3. Hierarchy model for ranking of variabéesl dimensions of interaction

For the purpose of illustrating the pair-wise amson approach for assigning
weights to the factors, the paper will focus onttiree sub-dimensions of trust namely
belief in partner’s honesty, benevolence trust@mdpetence trust. The data set used
here are all assumed randomly generated data.

Step 2. Establish the pair-wise comparisons of dgimms and sub-dimensions

In this step each factor or dimension/ sub-dim@ng compared with all other
factor or dimension/ sub-dimension, one factor/afision/ sub-dimension at a time. This
is where the term pair-wise comparison comes frbime. rating measure scale used for
these comparisons forces the decision maker oretgpehoose the most desirable
alternative and rate the other alternatives omgedrom “equally important” to the most
desirable alternative of “absolute importance”taslates to each of the factors. This
same scale will be used for making comparisons émtvalternatives and usesa 1 to 9
rating system based on Saaty’s (1980) original vesrkollows:

1. Equally important;
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. Equally to weakly more important;

. Weakly more important;

. Weakly to strongly more important;

. Strongly more important;

. Strongly to very strongly more important;

. Very strongly more important;

. Very strongly more important to Absolute morgortant; and
. Absolute importance.

OCO~NO UL WN

Based on the scale, a pair-wise comparison queestice could be designed as in
table 2.1 below consisting of 18 scale columns;é@escolumns to the left favouring the
trust sub-dimension in colum 1 and 9 scale colutarike right favouring the sub-
dimension in column 2. The expert is asked to camfae trust sub-dimension in
Column 1 against the sub-dimension in column 2 bgwow. Table 2.1 illustrates the
expert's decision when comparing the three trustdsmensions of 'Belief in partner's
honesty', '‘Benevolence trust' and '‘Competence.thgtexample, for the first row
decision, the expert decided that '‘Benevolence' irugeakly more important (number 3
on the scale above) when compared to 'Belief itnpds honesty' and subsequently ticks
the 3rd scale column to the right of centre.

Table 2.1. Pair-wise comparison questionnaire éongaring trust dimensions.

Column 1 Absolute | Very | Strong | Weak | Equal | Weak | Strong | Very | Absolute | Column 2
Strong Strong

Belief in / Benevolence

partner’s trust

honesty

Belief in / | Competence

partner’s trust

honesty

Benevolence / Competence

trust trust

To begin explaining the computations for the assig of weights to the three
trust sub-dimensions of ‘Belief in partner’s horygsBenevolence trust’ and
‘Competence trust’, an initial matrix comparisable as in Table 2.2 could be used to
show the factors that are being considered (romd)tlae alternative comparisons needed
(columns). Bearing in mind that the comparisonstatee made using the Saaty 1 to-9
scale, where the sub-dimensions are compared aath @ther, we begin with the easy
comparison of each sub-dimension being compardditgelf. They would all of course
register a value of 1 for being equally importdritese values can be entered into the
comparison table to create a diagonal line thatlda/the upper and lower portions of the
table as presented in Table 2.2.
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Table 2.2. Diagonal comparisons Step 2 pair-wibketior comparison of trust
dimensions.

Belief in Benevolence | Competence

Partner’s Trust Trust
Trust Honesty
Belief in Partner’'s
Honesty 1
Benevolence Trust

1
Competence Trust
1

Referencing the set of assumed random data bilgdh table 2.1, the next step is
to make comparisons between differing trust subedsions. These values will go in the
upper right portion of the comparison table. FiBglief in partner’'s honesty’ is
compared with ‘Benevolence trust’. What is beingdas ‘Benevolence trust’, with
respect or relative to ‘Belief in partner’'s honésf\s seen from table 2.1 the decision
maker or expert thinks ‘Benevolence trust’ is #idimore important than ‘Belief in
partner’s honesty’ and assigns a rating of “3"weeakly more important” rating. When
placing the rating values in the table (see tal8¢ 2always start with the row, then
column for the comparison. So, the rating of “3&gan the 'Belief in partner's honesty'
row, and the 'Benevolence trust' column. Secorede®pert compared 'Belief in partner's
honesty' with '‘Competence trust'. ‘Competence'tgigiven a rating of “9” or “absolute
importance” compared to 'Belief in partner's hoyieSlo, the rating of “9” goes in the
'‘Belief in partner's honesty' row, and the '‘Competetrust' column as presented in table
2.3. Lastly, the expert thinks the '‘Competencet'trang is somewhere between the
previous two ratings of “3” and “9” when' compariit@o 'Benevolence trust'. So the
rating given is a “6” or “Strongly to very stronghyore important” and the rating of “6”
goes in the '‘Benevolence trust' row, and the 'Coemge trust' column as presented in
table 2.3.

Table 2.3. Between comparisons AHP Step 2 pair-teiske for comparison of trust
dimensions.

Belief in Benevolence | Competence
Partner’s Trust Trust
Trust Honesty
Belief in Partner’s
Honesty 1 3 9
Benevolence Trust 1 6
Competence Trust 1

12



To finish off Step 2, pair-wise comparison, aredséo determine the rating in the
lower portion of Table 2.3. The inverse rule islgggpbwhich simply means that the
inverse of the related upper proportion valueshmnsed for the related ratings of the
lower values in the table. The complete table shgwail pair-wise comparison values for
the “trust” antecedent is presented in Table 2.4.

Table 2.4. Complete comparisons AHP Step 2 paietable for comparison of trust
dimensions.

Belief in Benevolence | Competence
Partner’s Trust Trust
Trust Honesty
Belief in Partner’s 1 3 9
Honesty
Benevolence Trust 1/3 1 6
Competence Trust 1/9 1/6 1

Step 3. Compute the trust sub-dimensions priorities

In this step the researcher uses the previousgrméened comparison ratings to
compute a set of priorities for the individual tregb-dimensions. This involves several
small computation sub-steps. The completed compamatings for the trust antecedent
sub-dimensions from Step 2 are converted into deldionm as presented in Table 2.5.
The greater the number of places behind the de@uniat, the greater will be the
precision of the resulting values. At least 4 ptasieould be used and the last value
should be rounded up for values of 5 or more. Tém@mdal values in each column are
then summed up.

Table 2.5. Step 3 decimals and summation of athpee comparisonalues

Belief in Partner's Benevolence | Competence
Honesty Trust Trust
Trust
Belief in Partner’'s
Honesty 1.0000 3.0000 9.0000
Benevolence Trust 0.3333 1.0000 6.0000
Competence Trust 0.1111 0.1667 1
ColumnTotal 1.4444 4.1667 16.0000




The summed values from Table 2.5 are then divizdedk into the column values
from which they came. The resulting ratios aredagkened values of this sub-step and
are shown in Table 2.6.

Table 2.6. Step 3 ratios of column total pair-wgsenparison tabled values.

Belief in Partner's Benevolence Competence

Honesty Trust Trust
Trust

1.0000/ 1.4444 | 3.0000/ 4.1667 | 9.0000/ 16.000¢
Belief in Partner’'s =0.6923 =0.7200 =0.5625
Honesty

0.3333/ 1.4444 | 1.0000/ 4.1667 | 6.0000/ 16.000(
Benevolence Trust =0.2308 =0.2400 =0.3750

0.1111/1.4444 |0.1667/ 4.1667 | 1.0000/ 16.000d
Competence Trust = 0.0769 = 0.0400 = 0.0625
Column Total 1.0000 1.0000 1.0000

In the final sub-step of Step 3 the priorities dach alternative is determined.
This is accomplished by averaging the darkened xatiues in each row of Table 2.6.

Table 2.7. Step 3 Final substep pair-wise comparnsiority calculations.

Resulting
Priority Calculations Priorities
Trust

(0.6923 + 0.7200 + 0.5625) / 3 = | 0.6583
Belief in Partner’s
Honesty

(0.2308 + 0.2400 + 0.3750) /3 =| 0.2819
Benevolence Trust

(0.0769 + 0.0400 + 0.0625) /3 = | 0.0598
Competence Trust

Total 1.0000

Based on the factor priorities computed in Tabi@is possible to rank the
selection of the three trust dimensions. In theneple of ranking the trust dimensions
and using assumed weights, Belief in Partner’s ldynie first with a weight of 0.6583,
Benevolence Trust is second with a weight of 0.2&h8 Competence Trust third with a
weight of 0.0598. In short, the larger the weigtithe higher the priority ranking is the
trust dimension.
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Step 4. Determine consistency ratios:

The pair-wise comparison approach based on the iktRod does more than
produce weights for the ranking of determinants)dtudes some additional analysis
which permits researchers to investigate if thgemilve ratings are consistent enough to
justify using the results. In other words, AHP dteeitself for internal reliability to make
sure the ratings consistently make sense for $esareher to rely on the AHP analysis for
ranking of factors. There are a number of sub-diegenerate the consistency ratios, the
full statistical steps of which space do not alkmwe shown here. However, for the sake
of discussion the computed consistency ratio (OR}He trust dimensions (using the
assumed random data) came out to 0.0519.

The interpretation is that for values of CR > Oti€re exists sufficient
inconsistency that a re-evaluation of the basitofacand alternatives (that is Step 2, and
all the subsequent computations in the remainiegs3tshould be undertaken. Simply
put, there is too much inconsistency to use the At¢fhod and new, more carefully
made comparisons are needed before a decisiondsheuhade. For values of CR less
than or equal to 0.10 the decision maker’s ratargsrelatively consistent and the AHP
method can be used for making a decision. As casebée in the CR of 0.0519, there is
not a sufficient amount of inconsistency to challethe existing solution or bother going
to obtain additional ratings.

Discussion and Further Research

The relative importance of the different trust dimsions developed highlights the
strength of the pair-wise comparison ranking apgimodhe approach is further facilitated
by the availability of user friendly software sua$ Expert Choice. In the theoretical
framework presented in this paper it is shown thatapproach can hypothetically be
used to identify the ranking or weight of each comgnt of the trust dimension and by
extension the interaction determinants as well,elgtmust, commitment, power/
dependence, closeness/ cooperation and exchamges, ifi the study relating to the
consequence of adaptations/ innovation, it is ptss$d determine the relative
importance and ranking of these antecedents tovgaictsessful adaptations/ innovation
within the buyer-seller relationship dyad. Therpaise comparison approach which is
based on the AHP method also comes with the coriputaf consistency ratios which
acts as the reliability check for the approactermal validity of research is also
ascertained since the pair-wise comparison ddiased on the opinion of experts. Based
on the strength of these arguments it could beladad that the pair-wise comparison
approach provides for another avenue or dimensiotekting the robustness of the
conceptual model presented in this paper throwggassumption of free distribution of
weights amongst the antecedents. As this conceptodél is based on the IMP
Interaction model, the implication is that the paise comparison approach could also
be used as an additional option for testing theisotess of the IMP model.

15



The pair-wise comparison approach could prove ta bgeful tool in business
relationship research. By assigning weights tadihgensions, sub-dimensions and even
at the measures level, it is possible to rank thiiphe variables of a complex conceptual
framework. The analysis and findings is not justited to relationship statistics and
strength of the determinant factors but can alsodeel to arrange the factors in order of
importance to the consequence of study be it inmvar performance value or others.
The significance of the factors being studied isjuast in the strength of relationship but
also in its order of ranking. New variables whettaduced could be compared to
existing variables either on a cross-sectionabogitudinal study to observe changes in
factor importance over time. If weights were todssigned to the lowest level of the
hierarchy i.e. to the measures of factors/ dimerssiby computing the product of the
measure weights to the factor weights, a compagsaoid even be done with all other
measures including with the measures of other facto

As most of the determinants of buyer-seller intBom like trust, social exchange,
cooperation and closeness are culture relatedatiiengs would provide an opportunity
for researchers to carry out investigations accossitries, cultures, industry sectors and
even across networks. For instance, the pair-vasgarison framework can be used as a
tool for comparing the relative importance placedle different determinants arising
from inter-cultural differences (Schoder and Haeml2004). As the rankings lend itself
to survey type research, the results could be géped to the industry or country. Of
course, the number of experts to use for the stipgeapinions of factor weights have to
be carefully considered. Liu (2005) in his studyasganizational innovation used the
expert opinion of only ten people who are academicspractitioners. What needs to be
done now is to operationalize the hierarchy franméviay conducting an empirical study
supported by the pair-wise comparison approach.

References

Anderson, E. and Weitz, B. (1992). The Use of Pésdg Build and Sustain Commitment
in Distribution Channelslournal of Marketing Research. 29 (February).18-34.

Athaide, G. A., Meyers, P. W. and Wilemon, D. L996). Seller-Buyer Interactions
During the Commercialization of Technological Pgénovationslournal of
Product Innovation Management.13 (5). 406-421.

Beardsley, S., Johnson, B.and Manyika, J. (2006jn&etitive advantage from better
interactionsMcKinsey Quarterly. 2006 (2).

Blankenburg, D., Eriksson, K.and Johanson, J. (L®ésiness Networks and Cooperation
in International Business Relationshigsurnal of International Business. Special
Issue.

Bouty, I. (2000). Interpersonal and interactioriefices on informal resource exchanges

between R&D researchers across organizational tawigsdAcademy of
Management Journal. 43(1). 50-65.

16



Campbell, N. C. G. (2001). Buyer/Seller Relatiopshin Japan and Germany: An
Interaction approaclhturopean Journal of Marketing. 19(3).

Cannon, J. P. and Perreault Jr., W. D. (1999). B&gdler relationships in Business
Markets.Journal of Marketing Research. XXXVI (Nov). 439- 460.

Chan, F. T. S. (2003). Interactive selection mddesupplier selection process: an
analytical hierarchy process approaletternational Journal of Production Research.
41(15). 3549-3579.

Clegg, C., Unsworth, K., Epitropaki, O. and Parkear(2002)Implicating Trust in the
Innovation Procesgournal of Occupational and Organizational Psychology. 75.
409-422.

Damanpour, F. Szabat, K. A. and Evan, W. M. (1988g relationship between types of
innovation and organizational performandaurnal of Management Sudies. Nov
1989.

Davies, M. (2001). Adaptive AHP: a review of markgtapplications with extensions.
European Journal of Marketing. 35(7/8): 872-893.

DeBresson, C. et al. (199@&conomic Interdependence and Innovative Activity: An Input-
Output Analysis. Edward Elgar.

Doloreux, D. (2004). Regional networks of small ameldium sized enterprises: evidence
from the metropolitan area of Ottawa in Candtlaopean Planning Studies. 12 (2):
173-1809.

Dwyer, F. R., Schurr, P. H., and Oh, S. (1987). &eping Buyer-Seller Relationships.
Journal of Marketing. 51 (April), 11-27.

Dyer, J. H. and Chu, W. (2003). The role of trustiimess in reducing transaction costs
and improving performance: Empirical evidence frtbra United States, Japan and
Korea.Organization Science.14(1). 57-68.

Dyer, J. H. and Chu, W. (2000) The determinantsusit in supplier-automaker
relationships in the U. S., Japan and Kodearnal of International Business
Sudies.31(2). 259-285.

Dyer, J. H. and Singh, H. (1998). The relationalwi Cooperative strategy and sources of
interorganizational competitive advantagecademy of Management Review. 23(4).
660-679.

Eisenhardt, K. M. and Tabrizi, B. N. (1995). Accaking adaptive processes: Product
Innovation in the Global Computer IndustAdministrative Science Quarterly. 40. 84-

17



110.

Fatimah Mohd. Amin (2001)nnovation in Small and Medium Enterprises (SMES) in the
Malaysian Information Technology (IT) Industry. PhD Thesis. George Mason
University.

Hallén, L., Johanson, J. and Seyed-Mohamed, N (19%®t&rfirm Adaptation in Business
RelationshipsJournal of Marketing. 55 (April). 29-37.

Hakansson, H. and the IMP Group (1988)ernational Marketing and Purchasing of
Industrial Goods: An Interaction Approach. Chichester, NY: John Wiley.

Hakansson, H. and Snehota, I. (eds.) (1998Yyeloping Relationshipsin Business
Networks. London: Routledge.

Hattori, R. A. and Lapidus, T. (2004) Collaboratidtrust and Innovative chang#urnal
of Change Management. 4(2). 97-104.

Hobday, M. (2003). Innovation in Asian Industrialion: A Gerschenkronian Perspective.
Oxford Devel opment Sudies. 31(3). 293-314.

Joshi, A.W. and Stump, R.L. (1999). The Contindgfifiiect of Specific Asset Investments
on Joint Action in Manufacturer-Supplier Relatioipsta An Empirical Test of the
Moderating Role of Reciprocal Asset Investments;éstainty, and Trustlournal of
the Academy of Marketing Science. 27(3). 291-305.

Koschatzky, K. (1999). Innovation networks of intysand business-related services-
relations between innovation intensity of firms aadional inter-firm cooperation.
European Planning Studies. 7(6): 737-757.

Krapfel, Jr. R., Salmond, D. and Spekman, R. (19QX%trategic approach to managing
buyer-seller relationship&uropean Journal of Marketing. 25(9): 22-37.

Kumar, N., Scheer, L. K. and Steenkamp, J. E. [|M9%) The effects of perceived
interdependence on dealer attitudiesirnal of Marketing Research. 32. 348-356.

Laage-Hellman, J. (1997Business Networks in Japan: Supplier-Customer Interactionin
Product Development. London: Routledge.

Liu, C., (2005) An empirical study on the constractof a model for measuring AHP
organisational innovation in Taiwanese high-tectegmisesInternational Journal
of Innovation Management. 9(2). 241-257.

Lundvall, B.-A. (1998). Why study national systeams national styles of Innovation?
Technology Analysis and Strategic Management. 10(4). 407-421.

18



Metcalf, L. E. Frear, C. R. and Krishnan, R. (19®)yer-Seller relationships: An
Application of the IMP Interaction ModdEuropean Journal of Marketing. 26(2):
27-46.

Morgan, R.M., and Hunt, S.D. (1994). The commitrienst theory of relationship
marketing.Journal of Marketing. 5/8, 3, 20-38.

Nelson, R.R. and Phelps, (1966). Investment in msmi@chnological diffusion and
economic growthAmerican Economic Review. 56(2). 69-76.

Nielson, C. C. (1998) An empirical examinationtbie role of ‘closeness' in industrial
buyer-seller relationship&uropean Journal of Marketing. 32(56). 441-463.

Oktemgil, M. and Greenley, G. (1997). Consequentésgh and low adaptive
capability in UK companieguropean Journal of Marketing. 31(7): 445-466.

Orr, J. E. (1990). Sharing Knowledge, Celebratogntity: Community Memory in a
Service Culture. In Middleton, D. and Edwards, &l9.),Collective Remembering.
London: Sage, 169-189.

Roy, S., Sivakumar, K. and Wilkinson, I.F. (200dinovation Generation in Supply
Chain Relationships: A Conceptual Model and ReseBropositionsJournal of the
Academy of Marketing Science. 32(1), 61-79.

Ryssel, R., Ritter, T. and Gemunden, H. G. (2004 impact of information technology
deployment on trust, commitment and value credtidsusiness relationships.
Journal of Business & Industrial Marketing. 19(3). 197-207.

Saaty, T. L. (1994). How to make a decision: Thalitic Hierarchy Process$nterfaces.
Nov-Dec 1994. 19-43.

Saaty, T. L. (1980)The Analytic Hierarchy Process. Planning, Priority Setting,
Resource Allocation. McGraw-Hill International Book Co.

Sako, M. 1992. PriceQuality and Trust: Inter-Firm Relations in Britain and Japan.
Cambridge, UK: Cambridge University Press.

Schniederjans, Marc J. (2004nformation Technology Investment : Decision-Making
Methodology. Singapore: World Scientific Publishing Company9g.1

Schoder, D. and Haenlein, M. (2004). The relatmpartance of different Trust
constructs for sellers in the online workeectronic Markets. 14(1). 48-57.

Todtling, F. and Kaufmann, A. (1999). Innovativestgms in regions of Europe- A
comparative perspectiveuropean Planning Studies. 7(6)699-717.

19



Turnbull, P. W. and Valla, J. (1986). Strategicripiag in Industrial Marketing: An
Interaction ApproachEuropean Journal of Marketing. 20(7). 5-21..

von Hippel, E.(1988)The Sources of Innovation. New York: Oxford University Press.

Walter, A. and Ritter, T. (2003). The influenceaofaptations, and commitment on value-
creating functionsJournal of business and industrial marketing. 18(4/5). 353-365.

Wilson, D. T. (1995). An Integrated Model of Buy@eller Relationshipslournal of the
Academy of Marketing Science. 23(4). 335-345.

Wray, B. Palmer, A. and Bejou, D. (1994). Using na¢network analysis to evaluate
buyer-seller relationship&uropean Journal of Marketing. 28(10).

Wynstra, F., Axelsson, B. and van der Valk, W. @0@&n application-based classification
to understand buyer-supplier interaction in busreesviceslnternational Journal of
Services Industry Management. 17(5): 474-496.

Yurdakul, M. (2002). Measuring a manufacturing syss performance using Saaty’s
system with feedback approat¢htegrated Manufacturing Systems. 13(1). 25-34.

20



