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In June 2006 media headlines read: “Airbus canrehtain A-380 Deadlines”. According to this, a
promise of delivery, a performance promise to amaias a business customer apparently could not
be kept. This announcement became known not ontpan field of industry, but to the general
public, and may have yield consequences of an @gsmnoature which experts can by all means
estimate and at which non-experts can at leastsgues

Those of us who have had to wait in vain for aneexgd delivery, the appointed arrival of workmen,
scheduled planning sessions or the timely depadipaiblic transport certainly know that business
contracts are not assigned solely based on pricdityor other such aspects; that indeed even the
development and maintenance of a business relatpul®es not present the final consideration in
choosing a supplier, but that the decision of gewand corporate clients to place orders depends on
an appraisal of the supplier’s ability to fulfillish contractual obligations. This trait, or more
accurately this characteristic of the supplier bancalled trustworthiness — as is shown below, we
prefer this specific term over the more multi-faedtand more diffuse general understanding of
reliability. The perceived trustworthiness is awaafor a customer, a customer benefit and advantage
the revealed and demonstrated trustworthiness lzeipgtential possibility for differentiation from
competitors who show a different degree of trusthioess.

In this contribution we do not discuss the condisiotypes, and sources of trust and trustworthiness
We rather show that the uni-dimensional constnuggtivorthiness (be it perceived or revealed) may
act as a decisive criterion for selecting a supplfethis proves to be true, the “list” of compate
advantages or type of them has to be enlarged.

1. Trustworthiness as an Attribute and Economic Evaluéion Standard

Trustworthiness is to be understood as the deg@errore specifically the likelihood — to which a
supplier keeps his performance promise (Laag, 20B&)ler and John (1991) state that promise
fulfillment is — at least — an important dimensiintrustworthiness, besides consistency and others.
In our more focused, uni-dimensional perspectiuestivorthiness means that the customer can “rely
upon” the supplier's commitment (Gunter, 1997) watlcertain probability. “Customer know that
whatever takes place or has been agreed uponcétreyely on the service provider, its employees
and systems, to keep promises and perform withbiést interest of the customers at heart”
(Grénroos, 2001). Schurr and Ozanne (1985) statefdh the buyer “...the trustworthy seller's word
is reliable and exchange obligations will be fldil’. That means at the same time that the buyer
will not expect opportunism of the supplier at keagh regard to fulfilling the performance-related
promises. Barney and Hansen (1994) define trushivass: “... an exchange partner is trustworthy
when it is worthy of the trust of others”. Trustwliness then is an attribute of individual exchange
partners.

The construct trustworthiness may be considereldeasy one part of the construct reliability. The
latter is normally applied indiscriminatingly witfeference to products, systems, individuals or
organizations. Trustworthiness refers exclusivelypossible and actual contractual partners, thus to
individuals, groups, or organizations (institutions the strictest sense such as a company,
association, etc.). The construct reliability isualyy independent of performance promises, it
includes solely implicit or explicit statements abdhe fulfillment of expectations — that is to say
even without any direct performance promises aasedegree of reliability of a system or product
can be asserted. We prefer to systematically sepaspects of the trustworthiness of people and
organizations from those of reliability in order alow better insight into contractual buyer-seller
relationships and their fulfillment.
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In the light of the New Institutional Economicsgthonstruct trustworthiness of a supplier can be
classified as follows. A customer and a suppli@chean agreement on an object of a contract, an
object of a transaction, a property right whichlwit is to result in the conclusion of a contract.
Within the same context, agreement is reached enctmtribution of the customer in return.
Moreover a third dimension is added in order to enarecisely describe the transfer of the property
rights and to specify the transaction: the dynasomponent of “time”, i.e. the setting of the
temporal component which states when exactly tester of the property right will take place and
thus the customer will be able to expect when teehthe object of the transaction at his or her
disposal. It is evident that this dimension playsat in influencing economic considerations sugh a
for example calculations on economic efficiencyamag that the question of temporal availability
is one of the criteria according to which a custoroan assess the propitiousness and the
preferability of an offer.

The fourth dimension of property rights and theansfer is formed by the probability with which an
intended, expected and/or contractually agreedranster of a property right will take place.
Meaning the probability with which the keeping/fllihg of a promise given by the supplier will
occur looking at it in an objective way or from thebjective point of view of people involved (in
special cases also of people not involved). Ithgiaus that also customer promises, for example
with regard to the agreed-upon customer contrilnuibotailor-made products in return can be viewed
under the aspect of trustworthiness — here: ottts¢omer. This however is not the subject of furthe
discussion here.

Trustworthiness therefore reflects the degree dhogy with which supplier promises are kept and

thus the probability for the adherence of the taatien contents and conditions agreed upon by the
contracting parties. The question how to handleettamty that arises in such cases, which have
been dealt with extensively in management theorthenpast years, shall only be mentioned here.
Figure 1 shows the elements of the definition ofstivorthiness if used to describe a possible
competitive advantage of a supplier company orrégresentatives. It thus conceptualizes the
construct of trustworthiness in the context of eatibn criteria in supplier selection and supplier-

customer relationships.

For the differentiation of trustworthiness from etlconstructs such as for example credibility etc.,
the work of Laag shall be referred to in which tdatimitation of the construct of Trustworthiness is
analyzed more closely (Laag, 2005).

Similarly it is not the measuring of the construgtich should be explored here. We do however
assume that the perceived probability of adherémperformance promises can be assessed through
customer surveys; moreover, that customers useaimesignals as indicators for the supplier’s
trustworthiness and that in turn the suppliers semghals for their own trustworthiness when
according goals have been set. Furthermore, experipooth personal and that of others) as well as
the trustworthiness communicated within the mafkeilogous to the construct of reputation) are
co-effective components for the creation of contexdach individual case.
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Figure 1: Elements of a definition of trustworthiness as a competitive advantage

1. characteristic of an individual person or an organisation

2. perceived trustworthiness = element in individual evaluation processes

3. ex-ante: stochastic variable (uncertainty)

4. ex-post: yes/no dichotomic variable (promise kept or not)

5. transaction or interaction-based but development dimension over time

6. experiences as a basis

7. market communication about trustworthiness

8. precondition: (performance) promise (contract)

9. ‘litigable” subject to be proved (accepted/rejected, assessed) on a legal level

2. The Taxonomy of Competitive Advantages

If the trustworthiness of a supplier is relevant ¢astomer decisions, if a high degree of perceived
trustworthiness contributes to the preferabilityaoBupplier, then trustworthiness is — at least in
theory — a value and benefit for the customer dng ta possible competitive advantage of the
respective supplier (Backhaus, 2003; Plinke, 2000).

The starting point thus must be the decision pmoés customer, the selection of a product, seyvic

supplier, or relationship according to preferredugaoffered by competitors on the supply side.
“Customer value”, “value for the customer” or “Comster Preferred Value” is discussed deeply by
e.g. Sheth et al. (1991), Woodruff (1997), Andersod Narus (1998), Holbrook (1999), Woodall

(2003), Gronroos (2004, 2007), Wilson et al. (20@8)d many others. According to those

approaches, all issues and arguments (“performi@materes”; Homburg et al. 2009, p.72) perceived
by customers may lead to preference and prefemabilioffers by potential customers.

Potential and actual competitive advantages of Isagphave been examined more closely and
analyzed in a strategic management and marketingexbby Porter (2004 and earlier editions) and
e.g. in Germany by Simon (1988) and Backhaus (2008inpetitive advantages have often come
into the focus of economic considerations on cafmrstrategic management, partially also in
industry analyses, in order to explain the dynanotsompetition. When it comes to defining a

competitive advantage or differential advantageq(elp et al., 2008) most authors refer to Michael
Porter, of course, but we rarely find differing ewen precise definitions or taxonomies of

competitive advantage categories. Barney stateism&-gain competitive advantages when their
theory of how to compete in an industry or marletconsistent with the underlying economic

processes in that industry or market and when fiangrdirms share this theory or are unable to act
upon it as completely” (Barney, 2001).

In the literature, the categorization of compeéitadvantages is mostly carried out according to the
competitive strategies identified — among othetsy-Porter, consequently a supplier’'s possibilities
of positioning, profiling and differentiation. Adnal starting points are formed by price-quantity
and preference strategies as well as Porter'stating of the competition strategies according to
differentiation, cost-leadership and concentratéhtegy. The system of the latter form of
categorization can be criticized with good reasagr tb its fuzziness, something which can be left
out here however.

A widespread approach is a rough differentiation coimpetitive advantages into two basic
categories, namely on the one hand such which wsfi#int the quality, benefit, and value of the
contract’s object for the customer (“better thae dompetitors’ offers”) and such which start with
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the costs for the customer, meaning not the puechese but the “Total Cost of Ownership” for the
buyer (“more cost-effective for the customer”). FAICO view can be further refined by starting
with individual components of the TCO and by makihg contractual terms of the development
costs, of the purchase price including incidentajussition costs, of the current costs as wellfas o
the disposal costs, the content of competitive athges (Glinter, 1997 and 2007).

Apart from these two groups of competitive advaesaghe understanding of regarding temporal
advantages as being an argument for the prefdyabfloffers through customers in that they are an
independent competitive advantage themselves €ifasbm a customer’s point of view”) has
become more and more widespread throughout theyéass. If one follows this approach, aspects
such as “time to market”, bidding periods and delwvtimes among others become independent
competitive advantages themselves apart from tbeeamentioned basic categories. What needs to
be pointed out is that “faster” from a perspect¥enstitutional economics as used above means: a
faster transfer of the property right and not fgample a higher work speed of a machine (this
would have to be subsumed where necessary undejutdidy advantage mentioned above as the
first basic category).

Marketing theory and scholars often seem to asstimé suppliers keep their promises. As
practitioners often refer to their trustworthinessa decisive aspect in competition, we claim that
trustworthiness should be regarded as the fourtiicbzategory of a competitive advantage. No
statements are to be made at this time on the enfpirndation and examination. The following
cases should simply be pointed out — on the bésiserdotal evidence and plausibility: from time to
time, customers look for a management consultawtyér, tax advisor, workman or something
similar for the first time, for example at a nevedtion. Let us assume that the available offerewer
either of absolute equal preferability or could betevaluated at all concerning quality (“better”),
cost-effectiveness (TCO) and time (“faster”). Imf@tion on the latter case (“cannot be evaluated at
all’) is especially given by the approaches of Emaits of Information and the Principal-Agent
Theory in the framework of the New InstitutionaldBomics. In cases like the ones named above
ceteris paribus we are able to uncover and name the decisiverionté& we answer to the question
“Being the ordering party, which of the supplieend rely on the most? Who will keep (with the
highest probability) their performance promises®u3 the decisive competitive advantage (strictly
from the customer’s point of view; we can eventhgeterm “customer advantage”) in this situation
would be the one of the subjectively perceivedtivosthiness. From the supplier’s point of view,
this argument must then be included in the fouattegory of a competitive advantage.

This leaves the unanswered question why it is neeessary to form four categories of competitive
advantage..and not an arbitrary numbar In that casex would have to be the number of possible
purchasing, vendor selection, and/or contract-awwgrctriteria of a customer. The answer is
seemingly simple if the above-mentioned approachinefitutional economics argumentation is
followed. Moreover, it can formally and pragmatlgadbe argued that there is little sense in making
an arbitrarily set high number of competitive adeges the basis of positioning, of marketing
strategies and of the use of marketing instruménsthe other hand, it would make no sense at all
to take a very little or not at all structured “gbomerate” of one or two competitive advantagea as
basis and especially not: to talk about only onmpetitive advantage which then would encompass
the complete benefit and value for the customervamald need to be further differentiated in itself.
From a pragmatic and empiric point of view, mor@siderations on the expedience of a catalogue
of competitive advantages could be now made.

Barney and Hansen claimed in 1994 that capabiltieproperty rights can only be sources of
competitive advantages if the admission to thenessricted or if not all competitors have the same
control over it. They come to the conclusion thaiability thus is not a competitive advantagesor
sorce of it (Barney/Hansen 1994). In our contribotiwe claim that keeping the promises, i.e.
trustworthiness and dependability as variants ldlyéity, are not inherent to different companias
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individuals to the same extent. If organizationalirdividual pre-conditions or promise-keeping
ability and behavior differ, then trustworthinesaynbecome a value for customer and a differential
competitive advantage.

3. Trustworthiness and Business-to-Business Marketin§trategies

Trustworthiness as a competitive advantage playgmportant role in the decision options of a
supplier, if customers — especially because ofrthbligations and interests in markets along the
supply chain — are dependent on the highest pessiéfjree of observance of their supplier and
cooperator's performance promises. When does tpgyaand which possible strategic and
instrumental reactions are available to the supdlie

One hypothesis which is to be formulated at thisjpis as follows: trustworthiness as a customer
advantage and contract-awarding criterion is depeindn the homogeneity or heterogeneity of the
suppliers product, service, or performance in gares well as of whether the objects of a conti@act
be agreed upon are standardized goods with a lgnedeof specificity or whether they are goods
which can only be specified with a high degree pecsficity after the conclusion of contract. The
latter presents itself especially in the case stamized production as well as for complex services
the contentual constellation of which can only beadter the placement of an order. Expressing this
hypothesis in concrete terms can be carried ofdllasvs:

» Trustworthiness plays an especially large role asustomer advantage if the goods and
services are extremely homogeneous; meaning theenegt case in which there are no
differences in quality, costs or time (case 1) sTikithe case for the deliveries of standard parts,
commodity chemicals and high-standardized indusg@ods where there are almost no
possibilities for differentiation and other compigg advantages are hard to achieve. There are
possible connections here between the temporahgalya of delivery time in connection with
a high significance of the trustworthiness.

* In case 2, trustworthiness plays a rather importald, too, namely if the agreed good or
service is very inhomogeneous and can possibly belyspecified after the conclusion of
contract. This concerns for example the creatiomarfiplex large-scale plants or buildings,
complex infrastructure projects, management, legal tax counseling and similar service
packages.

A kind of U-curve can be formed by these two thasbikh shows the meaning of the argument of
Trustworthiness (as a competitive advantage) deppdnah certain types of goods and the supplier-
customer-relations connected to them:
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Significance of the
argument of
trustworthiness

high

low

Type of good/

homogeneous Heterogeneous service
low specificity high specificity

Case 1 Case 2

Figure 2: The “trustworthiness curve”

The ,trustworthiness curve” shows that this contpetiadvantage has different degrees of relevance
in different business situations and it indicatesrections to categories of product/service package
(Engelhardt/Kleinaltenkamp/Reckenfelderbdumer, 199 empiric examination is yet to be
carried out.

A second hypothesis is related to the relevanaavailability of the contracted object for the buyer
The higher the need of availability, the more im@ot is trustworthiness as an evaluation critenon
the choice of a supplier. Probably this is true floe need of availability due to technical or
functional requirements (the case of spare patt®,to financial requirements (the case of necgssar
liquidity), or due to psycho-social requirementse(tase of image and reputation risks).

The third hypothesis stated here claims that trodhiness is a major issue in vertical marketing
setting when there is a longer supply chain andtiedyzed customer has to fulfill his own promises
towards the next stage in the vertical supply cleain In these cases we propose that trustworthines
Is a matter of stability of the supply chain onteéevel of the chain.

4. Need for Research and Managerial Implications

If one assumes that the differentiation, structyrand conceptualization of the trustworthiness
construct was carried out in a practical manneag,.2005) then in the next step, various research
questions still remain to be clarified, the resoltsvhich are expected to have by all means fruitfu
implications for business-to-business marketing.

First of all, studies are to be carried out for thi#erent types of business-to-business marketing
transactions and relationships with regard to tlay wustomers perceive the construct and under
which circumstances the trustworthiness of the bep@nd/or his representatives is of special
relevance. After the investigation of the trustworess signals from a customer’s point of viewe- th
next step in the author’s research project - teguiments which are at a supplier’s disposal ireord
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to signal trustworthiness remain to be analyzedusiness-to-business marketing this means: under
strict consideration of the derived demand, siiicéhe end, this is a kind of trigger for the “degr
of need for trustworthiness”.

Considerations on trustworthiness give some contfbthusinesses and managers worrying about
their competitiveness in quality, price/cost, anéi They implicate that there is more than one
possible “road to Rome”, and even in the case dairedisadvantages in comparison to competitors,
or in a “tie” situation with regard to quality, &dtcost of ownership for the customer, and times on
argument for preferability and thus a positioniagtor lies in the trustworthiness required by the
customer. It contains a chance to achieve competiidvantages even if one doesn't hold the
position of cost leader or does not offer the npsgressive product. Trustworthiness can “tip the
scales”, if a supplier can — in the case of comagdmg customer decision-making behavior — signal
the following to them: “We keep our promise; yonaaly on us!* Or if in business-to-business
marketing — faced with the multi-leveled verticaamkets and thus derived demand — a business is
able to communicate just as the DHL logistics comypgarmulated it in one of their campaigns: “We
keep your promise!”
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