08-12-2016

Master thesis Business Administration
University of Twente

School of Management and Governance
Chair of Technology Management

Satisfying suppliers in order
//
/to become a preferred

/ customer

/ The influence of three major social variables on this

process

Robbin van der Leljj

S1219502
CONTACT E-MAIL:
R.VANDERLELIJ@STUDENT.UTWENTE.NL

IST SUPERVISOR: PROF. DR. HABIL. HOLGER SCHIELE
2ND SUPERVISOR: DR. NIELS PULLES

EXTERNAL SUPERVISOR: NATACHA NAUMANN
PRACTICAL SUPERVISOR: FREDERIK VOS, MSC

NUMBER OF PAGES/WORDS: 67/30306
BIBLIOGRAPHY PROGRAM USED: ENDNOTE



mailto:r.vanderlelij@student.utwente.nl

Acknowledgements

In front of you lies my master thesis about the influence of three major social variables
(conflict, power and status) on supplier satisfaction and becoming a preferred customer.
This thesis is the final part of my graduation from the Master of Business Administration
(track: Purchasing and Supply Management) at the University of Twente. This was not
easy, luckily there were a number of people who have supported and helped me during this

period.

First, I would like to thank Nick Praas for his contributions to this thesis. The joint research
direction gave us the opportunity to share parts of our work. I have leveraged elements of
his theory, learnings and findings on preferred customer status, which I have incorporated

into this thesis as chapter 2. I really enjoyed our collaboration.

Second, I want to thank the employees of the purchasing department of the University of
Twente. I was always welcome and enjoyed my time at the department. And I want to

thank them for their contributions to the research (process).

Third, a major thank you to my supervisors prof. dr. Holger Schiele and dr. Niels Pulles for
reviewing this thesis, providing feedback for further improvements and finally grading this
thesis. Also, a big thank you to Frederik Vos for his practical support throughout the entire
process. Without it, this would be a lot harder.

Finally, I would like to thank my family and friends, who always supported me. This gave
me the strength to finish. Thank you all!

Robbin van der Lelij

08-12-2016



Abstract

In many firms the role of purchasing has changed from just a buying function into a
strategic function which can create a competitive advantage. A competitive advantage can
be reached by becoming a preferred customer of a supplier and, by that, getting a
preferential treatment from this supplier. Supplier satisfaction is seen as a necessary
condition to receive a preferred customer status. This study examines the influence of three
major social concepts (conflict, power and status) on the process of satisfying suppliers and
becoming a preferred customer. Data is gathered amongst suppliers of a public
organisation and analysed with PLS path modelling software. The results show that the use
of coercive power has an indirect effect on the level of supplier satisfaction, which is
mediated by conflict. Reward power does not have an influence on supplier satisfaction.
Further, having a high status as a buyer increases the chance of receiving a preferred
customer status. Finally, this study provides suggestions for buyers to better satisfy the
suppliers and increase the chances of becoming a preferred customer. Also future research

possibilities are discussed.

Keywords: supplier satisfaction; preferred customer status; coercive power; reward power;

conflict; status; conflict resolution
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1. Purchasing as a value-added resource for a firm

These days, firms spend more and more of their budgets on its suppliers for goods and
services in order to deliver on their businesses’ core strategies.' A study in 2013 of almost
2,000 publicly traded companies found that on average 70 per cent of the firms’ revenue is
spent on suppliers. In the past three years, the external spend as a percentage of the revenue
has increased by almost 4 per cent.” This points out the importance of purchasing.
However, it took a long time before this importance was recognised. Historically, the role
of purchasing was mainly to purchase the products the company needs to do business as
cheap as possible.’ By the growing recognition of the importance of purchasing, caused by
rapid external environmental and internal organisational changes due to increasing
outsourcing, globalisation and later e-business®, in many firms the role of purchasing has
changed from just a buying function into a strategic function.’ Instead of getting results in
the short-term (by purchasing for the lowest price), the focus shifted to, as the word
‘strategic’ already reveals, the long-term. Companies recognised the advantages of
strategically managing their resources to become more competitive. Therefore, purchasing

became a value-added resource to the firm.®

An important factor for the value creation by purchasing is the management of the
relationships with suppliers. A good buyer-supplier relationship can lead to certain
advantages (such as higher efficiency and flexibility) and even to a sustainable competitive
advantage.” A competitive advantage can be reached by becoming a preferred customer of
a supplier and, by that, getting a preferential treatment from this supplier compared to other
buyers (and perhaps competitors).® In order to become a preferred customer, it is necessary
to satisfy the supplier.” An unsatisfied supplier will probably not doing the best it can to
help the buying company and may produce products of less quality.'” The process of

satisfying the supplier and becoming a preferred customer does not only depend on

' See Eatough (2014)

? See Proxima (2013)

3 See Benton & Maloni (2005) p. 1

* See Spina, Caniato, Luzzini, & Ronchi (2013) p. 1202

> See Ellram & Carr (1994) pp. 13-15

% See Carr & Pearson (1999) pp. 497-498

7 See Nyaga, Whipple, and Lynch (2010), p. 101

¥ See Vos, Schiele, and Hiittinger (2016), p. 4618

? See Hiittinger, Schiele, and Schréer (2014), p. 711; Vos et al. (2016), p. 4618

19 See Snyder (2003; cited by Meena & Sarmah (2012) p. 1236
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economic factors, also relational and social behaviour are important.'' Therefore, the
influence of the three main concepts of the sociology (status, power and conflict) on this
process will be examined in this study. Thereby, this study deepens the influence of social
concepts on supplier satisfaction and preferred customer status. Since these two concepts
are important for firms in order to get a competitive advantage by purchasing, it is
important to find all relevant antecedents for these concepts. Therefore, the research

question of this thesis is:

- What is the influence of power, status and conflict on supplier satisfaction in

order to become a preferred customer?

This question is relevant, since no study before tested the influence of these major social
constructs together on supplier satisfaction and preferred customer status. Hence, this
research contributes to the literature by testing the interaction effects of these concepts
instead of only the individual effects of the concepts. Past research already showed that
coercive power and conflict separately can have a negative impact on the quality of a
relationship and the level of satisfaction'?, but the role of conflict induced by the use of
coercive power has not been researched yet. Next to this, it will be assessed whether
reward power contributes positively to supplier satisfaction in addition to these negative
effects. This study also takes the effect of conflict resolution on the impact of conflicts into
account. Besides this, the research includes the effect of the buyer’s status on the
relationship between power and satisfaction and becoming a preferred customer. Status is a
social concept that has recently received intensive attention by management scholars and
has been argued to influence plenty of individual and corporate-level perceptions of
relational aspects.”” Since it appears to have an influence on relational benefits, this
concept is applied in this research to buyer-supplier relationships. Therefore, new insights
are added to the study of inter-organisational status dynamics and their influence on
relational aspects, such as power and preferred customer status. From a practical
perspective, this research identifies whether the negative effects of the use of coercive
power and conflict on supplier satisfaction can be alleviated by the effects of reward power

and status. Also the impact of the buyer’s in becoming a preferred customer is studied. For

'See Vos et al. (2016) p. 4621
' See Brown, Lusch, & Nicholson (1995; Gaski & Nevin (1985;Geyskens, Steenkamp, & Kumar
(1999;Lusch (1976
" See Anicich, Fast, Halevy, & Galinsky (2015;Piazza & Castellucci (2014;Shipilov & Li (2008;Shipilov,
Li, & Greve (2011
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that reason, the findings of this research are useful for firms to better understand the effects
of the social constructs and use this information in order to increase satisfaction of the

suppliers and have a higher chance of becoming a preferred customer.

To achieve this, the next chapter will explain the relevant theoretical concepts. Next, the
hypotheses are drafted and a conceptual model is created. This is followed by the
methodology section, which gives a description of the case, explains the used method for
finding the literature for the theoretical background, the way the data is collected and
explains the statistical tests and procedures used to examine the conceptual model.
Thereafter the results will be presented, this will be done in twofold. First, the effects on
supplier satisfaction will be presented in incremental models. Thereafter, the results of the
full model will be discussed. This is followed by a discussion and the implications of these
findings. Finally, the limitations of this research and possibilities for future research are
discussed. In addition to this thesis, also a paper has been written on this topic. This paper

is added as appendix A.



2. Striving for a preferred customer status to gain preferential treatment of

suppliers

2.1 The preferred customer status as a special kind of buyer-supplier relationship.
The management of the relationship between a buyer and its suppliers is key to the success

of the supply chain'* and thus impacts the performance of a firm."> This should be an
incentive for buying firms to manage their relationships with their suppliers in the best way
possible. One such way to optimise the relationship is to acquire a preferred customer
status from the supplier, to consequently receive a preferential treatment by this supplier.
This chapter will investigate the history of this concept and currently available literature on
the preferred customer status. After the first part, the benefits and consequences of being a
preferred customer will be elaborated. Finally, the antecedents and how to become a
preferred customer are assessed.

A firm is a preferred customer of a supplier if that firm receives preferential resource
allocation from the supplier.'® This is not a new term, however it has not been used much
in the field of purchasing.'” The notion of becoming a preferred customer is reversed with
respect to traditional marketing literature.'® The traditional view was, and still is, that firms
tried to become preferred suppliers of their customers, whereas the preferred customer
concept advocates customers trying to become the preferred customer of their supplier.
The first to publish research, albeit a PhD-dissertation, about preferential treatment by
suppliers were Brokaw and Davisson in 1976."” They did research on supplier preferences
in the chemical industry. Fifteen years later, Williamson (1991) first suggested to
implement a preferred customer relationship through the signing of contracts between the
buyer and the seller to connect both parties for a long time.”’ However, he soon realised
that this would not work, stating that “such a contract would quickly become
unmanageable”' because of the huge number of contingencies possible. The solution lies
in building a ‘preferred customer relationship’ and ‘preferred supplier relationship’
between both parties. This can be done by the buyer if they purchase the majority of the

products at the same supplier. On the other hand, the supplier can allocate large amounts of

'* See Ambrose, Marshall, and Lynch (2010), p. 1269

'S See Tan, Kannan, Handfield, and Ghosh (1999), p. 1047

' See Steinle and Schiele (2008), p. 11

"7 See Hiittinger, Schiele, and Veldman (2012), p. 1194

' See Schiele, Calvi, & Gibbert (2012) p. 1178

' See Brokaw and Davisson (1976); Hiittinger et al. (2012), p. 1200
0 See Williamson (1991), p. 79

! Williamson (1991), p. 80



production flexibility for supplying scarce products on short notice to its largest and most
loyal customers.”> These were the very first ideas about how to become a preferred
customer. After Williamson, Moody (1992) identified ten characteristics of buyers that
were used to describe a ‘best customer’ by suppliers.”> She was the first to identify
antecedents of the preferred customer, by using the results of a survey conducted by the
Association for Manufacturing Excellence. Research on preferred customer status
continued but it took numerous years before it really got the attention of scholars. In 2008,
Steinle and Schiele researched the influence of preferred customer status on global
sourcing and they reasoned that proximity between buyer and supplier has a positive
influence on the relationship between the two.>* The real breakthrough for the concept of
preferred customer status came in late 2012, when the journal Industrial Marketing
Management dedicated a special issue to it. The nine articles of this issue cover the
subjects of customer attractiveness, supplier satisfaction and preferred customer status and
gave the research on these concepts a boost. Five of these articles are explicitly about

25, the

preferred customer status and elaborate on how to become a preferred customer
overarching framework between the three aforementioned concepts® and the effect of
buyer behaviour on preferred customer status.”” These articles form the new basis of the
preferred customer concept, identifying not only antecedents, but also consequences. The
following sections will first discuss the consequences of a preferred customer status,
followed by the antecedents of the preferred customer status and a model on how to

become one.

* See Williamson (1991), p. 80
» See Moody (1992), p. 52
* See Steinle and Schiele (2008), p. 11
* See Nollet, Rebolledo, & Popel (2012); Baxter (2012)
26 See Schiele, Calvi, et al. (2012); Hiittinger et al. (2012)
?7 See Ellis, Henke, and Kull (2012)
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2.2 Benefits of a preferred customer status: preferential resource allocation and
economic benefits

The definition by Steinle and Schiele (2008) named earlier already reveals the benefits of
being a preferred customer. The customer that is awarded a preferred status receives
preferential resource allocation from the supplier. There is a general division between
gradations of preferred customers, as shown in figure 1. Non-preferred customers are the
normal customers and they receive no extra benefits for their money. Medium preferred
customers receive some benefit, either in the form of exclusive products or for example
delivery conditions. These customers do have to pay for the benefits however. The top
preferred customers receive the most benefits and do not have to pay extra to receive these
benefits. These customers are the most preferred customers of the supplier. This implies
that the top preferred customer receives better treatment compared to its competitors that

source from the same supplier.

Top preferred customers
Mot all customers & free

MMedium preferred customers
Mot all customers & pay

nMon preferred customers
All customers & pay

Figure 1. Preferred customer pyramid

Receiving better treatment than competitors means by definition that it leads to an
advantage when competing with other customers over a scarce or valuable resource.”®
Better treatment can also come in the form of higher product quality and availability, lower
prices, faster delivery or support in the sourcing process.”” Other types of preferential
treatment are for example suppliers that respond first to the needs of their preferred
customers whereas non-preferred customers have to wait™’, the dedication of the supplier’s

best personnel to the relationship with the preferred customer or the sharing of new ideas

%% See Steinle and Schiele (2008), p. 11
# See Nollet et al. (2012) p. 1186
30 See Williamson (1991), p. 83



and/or innovations with preferred customers before sharing them with non-preferred
customers.®' Priority of delivery in times of resource scarcity is one of the most important
types of preferential treatment. Preferred customers can profit from their status in case of
capacity bottlenecks when a supplier has to choose to which customer he allocates his
remaining production capacity. This situation can occur when for example a base resource
is scarce, but also when the supplier is hit by a natural disaster like a tsunami or earthquake
and they have to decide which customer to allocate the remaining products or production
capacity to.>> Next to resource allocation benefits, a preferred customer status can also lead
to lower prices for the customer. This was first shown by Bew in 2007, with savings found
of 2 to 4 percent.” In 2011, Schiele et al. showed a significant positive relationship
between being a preferred customer and receiving benevolent pricing of the supplier. They
found this result through a survey with 166 sample cases.** The following section describes
the antecedents of the preferred customer status and how a firm can become a preferred

customer.

2.3 Customer attractiveness and supplier satisfaction as antecedents for preferred
customer status

Moody (1992) was the first to empirically identify ten characteristics of buyers that were
used to describe a ‘best customer’ by suppliers and start the empirical quest for antecedents
of preferred customer status.”> Suppliers were asked to rank the importance of 24
characteristics in the relationship with their buyers. The following ten characteristics were
rated as most important: early supplier involvement, mutual trust, involvement in product
design, quality initiatives, profitability, schedule sharing, response to cost reduction ideas,
communication and feedback, crisis management/response, and commitment to
partnership.*® Interesting about these characteristics is that seven out of ten are based on
communication or other forms of interaction.”’ It was however not until 2012 that a good
overview of antecedents became available through the work of Hiittinger et al. (2012).
They provided an extensive literature review regarding the antecedents of not only

preferred customer status, but also regarding customer attractiveness and supplier

31 See Steinle and Schiele (2008), p. 11; Hiittinger et al. (2012), p. 1194; Pulles, Schiele, Veldman, and
Hiittinger (2016), p. 136

32 See Pulles et al. (2016), p. 8

3 See Bew (2007), p. 2

** See Schiele, Veldman, and Hiittinger (2011), p. 15

> See Moody (1992), p. 52

36 See Moody (1992), p. 52

37 See Hiittinger et al. (2012), p. 1202



satisfaction.”® According to them, these three constructs should be analysed in an
integrative way. Customer attractiveness is necessary for the supplier to engage in a
relationship. If this relationship meets its expectations, the supplier is satisfied. If this
satisfaction is higher with certain customers compared to other customers, there is a
possibility for a preferential treatment for these customers.” Hiittinger et al. (2012) divided
all antecedents, or ‘drivers’, of preferred customer status in four categories: economic
value, relational quality, instruments of interaction and strategic compatibility. See table 1
for a summary of all the antecedents they found in available literature and the division in

categories.

Table 1. Antecedents of preferred customer status adapted from Hiittinger et al. (2012)

Economic Value Relational Quality Instruments of interaction Strategic compatibility
High purchase volumes  Loyalty Early supplierinvolvement  Strategicfit
Involvement in product
Profitability Trust design Shared future
Business opportunities Commitment Supplier development Cluster membership
Total cost as basis for Response to cost reduction
purchasing price Satisfaction ideas Geographical proximity
Low cost to serve the
customer Customer attentiveness ~ Communication and feedback
Respect Quiality initiatives
Fairness Schedule sharing
Action-oriented crisis
Strong bonds management

Simple and coordinated
business procedures
Predictable decision
processes

One of the most important antecedents of preferred customer status is the satisfaction of
the supplier.*® Schiele et al. (2012) state that a customer is awarded a preferential treatment
if “this customer is perceived as attractive and if the supplier is currently more satisfied

4! This again shows the importance of

with this customer than with alternative customers.
the interaction between customer attractiveness, supplier satisfaction and preferred
customer status. According to Ellis et al. (2012), two particular characteristics have a

positive effect on the buyer’s preferred customer status: supplier involvement and

*¥ See Hiittinger et al. (2012), pp. 1199, 1201, 1202

%% See Hiittinger et al. (2012), pp. 1194, 1195; Schiele, Calvi, et al. (2012) p. 1180
% See Schiele, Calvi, et al. (2012) p. 1181

I Schiele, Calvi, et al. (2012) p. 1181



relational reliability. Involving suppliers is a decision of the buyer to involve the supplier
early in the development of new products. Relational reliability reflects the fulfilment of
promises the buyer has made to the supplier. The higher the relational reliability, the more
it reduces risks for future exchanges with the buyer.* One of the most influential theories
in the research on preferred customer status is the social exchange theory (SET). SET
focuses on the reciprocity in an exchange relationship, meaning that “people cooperate
under the expectation that they will give and receive from the relationship.”* When
suppliers are satisfied with their relationship with the customer, it is expected that this
customer receives something in exchange for this satisfaction.** Preferential treatment as a
consequence of a preferred customer status can then be seen as a reward for delivering

satisfaction to the supplier.

Nollet et al. (2012) developed a four-step model describing how to become a preferred
customer using specific tactics that help the customer to get and keep a preferential status.
They base their model on social exchange theory. SET, in a business context, assumes that
exchanges involve social and/or economic results and that these results are compared to the
results with alternative exchange partners. The first step in their model is the initial
attraction of the supplier’s attention. The supplier has to be aware the potential client exists
and the potential client needs to have certain attractiveness factors. Among the most
important factors are: the client’s market share, growth and influence on the market. The
higher the expected value of these factors, the higher the chance that the supplier will
accept an initial exchange. In the first step it is imperative that the client presents itself as a
valuable partner. *> The second of four steps to become a preferred customer deals with
performance. After the initial exchange, the client has to satisfy the expectations of the
supplier that are raised. This step encompasses the creation of supplier satisfaction, one of
the necessary antecedents for a preferred customer status. The goal of creating a satisfied
supplier is to ensure the supplier will see the advantages of continuing to deal with the
client. For the next step, the client has to make the supplier perceive him as contributing
more and performing better than alternative customers, in order to make the supplier invest
more in their relationship. To become a preferred customer, the client continually needs to

exceed the expectations of the supplier and make sure he outperforms available

* See Ellis et al. (2012), p. 1265

* Nyaga et al. (2010), p. 102

* See Vos et al. (2016), pp. 4614-4615
* See Nollet et al. (2012) p. 1188



alternatives.*® Since the customers of a supplier are constantly being evaluated, step four
deals with the sustainability of the relationship with the supplier. As a preferred customer,
one needs to keep assessing the supplier’s needs and improve the value proposition to
maintain the preferred customer status.?” The research stream started by Hiittinger et al.
(2014) explores the antecedents of customer attractiveness, supplier satisfaction and
preferred customer status. Their research explores the influence of eight antecedents that
were found through a qualitative study among a sample of buyers of the focal firm. After
this, they tested these antecedents through a survey among key account managers of the
focal firm’s suppliers.*® They found that growth opportunity and, like Ellis et al. (2012),
reliability were significant influences on awarding preferred customer status. Vos et al.
(2016) then used both the data of Hiittinger et al. (2014) and data gathered by themselves
with a chemical concern to integrate the earlier model in to a single model that
differentiates between direct and indirect purchases. They showed that supplier satisfaction
influences preferred customer status, and that preferred customer status influences
preferential treatment.* The research done in this thesis will follow this stream of research
and will build upon it. The next chapter will further explore the concept of supplier

satisfaction, a necessary condition of becoming a preferred customer.

3. Supplier satisfaction, a necessary condition for preferred customer status

3.1 Supplier satisfaction, when the outcome of the relationship meets the expectations
of the supplier

Suppliers can help a firm achieve competitive advantage by providing resources like raw
materials and semi-finished products, but suppliers can also provide ideas, knowledge and
capabilities which a firm can not get elsewhere.’® Obviously it is possible that competitors
try to get the same resources from the same supplier.”’ So it is not as easy to get a
competitive advantage from your supplier. Because of this, it is important that a firm is
capable of getting better resources from their suppliers than their rivals in order to get

competitive advantages.’””> The fact that some buyers get better resources than their

* See Nollet et al. (2012) p. 1190
*"'See Nollet et al. (2012) p. 1191
* See Hiittinger et al. (2014), p. 697
* See Vos et al. (2016), p. 4618
*% See Koufteros, Vickery, and Droge (2012), p. 96
>! See Takeishi (2002), p. 323
%2 See Hunt and Davis (2008), pp. 16-19
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competitors means that the allocation of resources to buying firms is a selective process.™

As already stated in the introduction, supplier satisfaction plays a role in the process of
resource allocation: an unsatisfied supplier will probably not do the best it can to help the
buying company and may supply raw materials or products of less quality, what leads to a
lower quality of a buyer’s products. This of course has a negative influence on the sales
volumes and profitability of the buyer, so it is important to have a satisfied supplier.>* This
not only makes clear the importance of supplier satisfaction, it also demonstrates that a
company must be aware of the level of satisfaction of its own suppliers. This chapter will
investigate the history of supplier satisfaction and the definition will be explored. After this
part, the development of the empirical base will be discussed as well as the already known
antecedents of supplier satisfaction. Next, the state of the art of the concept will be

discussed. Finally, the benefits of supplier satisfaction are assessed.

Schiele et al. (2011) stated the following about the research to supplier satisfaction:
“Customer satisfaction has been recognised as a relevant concept of business success.
Despite its apparent significance, supplier satisfaction has been widely neglected and
remained largely unexplored.”” This indicates that the importance of the concept is clear,
but there is not done a lot of research to the concept.”® The main reason for this is that the
relationship between buyers and suppliers was commonly seen from the perspective of the
suppliers, since they had to satisfy the customers as much as possible to keep them their
customer. It has only been recently that there is more and more attention for another
perspective, the buyers need to satisfy the suppliers in order to get the best resources from
them.”” This idea of ‘reverse-marketing’ dates back to 1988, but only recently supplier
satisfaction has gained more attention in the supply chain management literature.”
Supplier satisfaction itself was first mentioned in the nineties, but since the early 2000s
several scholars have done research into this concept. Wong was in 2000 one of the first
who did research into supplier satisfaction. His study was conceptual in nature, claiming

that working together with suppliers will improve both supplier satisfaction and customer

> See Pulles et al. (2016), p. 129
>* See Snyder (2003), cited by Meena and Sarmah (2012), p. 1236; Essig and Amann (2009), p. 104
>>Schiele et al. (2011), p. 12
>% See Benton and Maloni (2005), p. 2
°7See Schiele, Calvi, et al. (2012), p. 1178
*¥ See Leenders and Blenkhorn (1988), p. 2
%% See Schiele, Ellis, EBig, Henke, and Kull (2015), p. 133
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satisfaction.®” In this year also the first empirical research into supplier satisfaction was
done. Forker and Stannack (2000) tested the different effects of competitive and
cooperative relationships on the level of satisfaction of both the buyers and the suppliers.®’
During the rest of this decade, the basis of the concept of supplier satisfaction developed

into how it is known nowadays.

However, the development of the concept led to different ways of defining it. For example,
Essig and Amann (2009) define supplier satisfaction as follow: “Supplier satisfaction: a
supplier’s feeling of fairness with regard to buyer’s incentives and supplier’s contributions
within an industrial buyer-seller relationship as relates to the supplier’s need fulfilment,
such as the possibility of increased earnings or the realisation of cross-selling.”®* Another
definition was given by Schiele et al. (2012): “supplier satisfaction is a condition that is
achieved if the quality of outcomes from a buyer-supplier relationship meets or exceeds the

63 This definition combines previous definitions with the social

supplier's expectations.
exchange perspective, what makes this the most complete definition of supplier

satisfaction.

This definition is in line with the Social Exchange Theory (SET), which also can be used
to define supplier satisfaction. The roots of satisfaction can namely be found in that theory.
Before two parties engage in a relationship with each other, they have to assess the
attractiveness of the other party. This is based on the expectations the parties have of the
value of a relationship with each other. When the expected value of a relationship is above
a certain level, the other party will be seen as attractive. This is considered by many
scholars in the marketing literature as a necessary condition of starting a relationship.®*
These expectations can be seen as the result of the rewards that are expected minus the
costs of being involved in a relationship. Following the reasoning of social exchange
theory, the expectations of the relationship are relevant for suppliers when it comes to
evaluating customer relationships. Supplier satisfaction is the result of the comparison
between the expectations of a relationship with a buyer and the delivered outcome of this
relationship. That means that supplier satisfaction is the degree to which expectations are

met or even exceeded.

% See Wong (2000), p. 427

%! See Forker and Stannack (2000), p. 31

%2 Essig and Amann (2009), p. 104

% Schiele, Calvi, et al. (2012), p. 1181

%4 See Schiele, Veldman, Hiittinger, and Pulles (2012), p. 140
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So satisfaction is the result of the comparison between the expectations and the actual
outcome of a relationship. According to the meta-analytical study of Geyskens et al. (1999)
satisfaction is a multidimensional construct. It consist of an economic part and a non-
economic or social part.” In line with this finding, Gassenheimer and Ramsey (1994)
studied the satisfaction between two channel members including both economic findings
and the social interaction in their operationalisation of the construct.® Also other scholars
saw that satisfaction is not a unitary construct and highlighted two dimensions of this
concept; namely economic and social satisfaction.®” This is also the case according the
social exchange theory, the exchange between two parties can be divided into social and
economic exchange and so can satisfaction in exchange relationships.®® Thus satisfaction
consists of two parts, an economic and a social part, and both parts together constitute the

actual satisfaction with the relationship.

The economic part of satisfaction refers to the evaluation of the economic outcomes that
flow from the relationship with the partner firm relative to the firm’s expectations
concerning the financial aspects of the relationship. Examples of terms that belong to these
economic outcomes are general effectiveness and productivity, sales volume, margins,
profits and other financial outcomes. An economically satisfied firm considers the

relationship to be a success with respect to goal achievement.”

The social part of satisfaction is about the evaluation of the psychosocial aspects of a
relationship, in which degree the interaction with the exchange partner is fulfilling, easy
and smooth.”” When a firm is satisfied with the social outcomes of the exchange
relationship, it appreciates the contact with its partner and likes to work with this partner,
because it considers the partner as concerned, respectful, and willing to exchange ideas.”"
This dimension focuses on other aspects of subjective character such as social contact,
communication or shared values.”> But both dimensions of satisfaction are still the result of

the comparison of the expectations and outcome of the relationship.

5 See Geyskens et al. (1999), p. 223

%6 See Gassenheimer and Ramsey (1994), p. 261

%7 See Mohd Noor, Perumal, and Goaill (2015), pp. 128-129

% See Low, Lee, and Cheng (2013), p. 2

% See Geyskens and Steenkamp (2000), p. 13

7% See Geyskens and Steenkamp (2000), p. 13

! See Geyskens et al. (1999), p. 224

7 See del Bosque Rodriguez, Agudo, and Gutiérrez (2006), p. 667
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3.2 The findings of supplier satisfaction in 2000-2010, the development of the
empirical base of the concept

In the first decade of this century, scholars started to explore the concept of supplier
satisfaction. In this period, the first empirically studies into this area are conducted. By
this, the empirical base of supplier satisfaction was developed. This chapter will describe
the studies on supplier satisfaction conducted in this period. Table 2 will provide an

overview of these studies and their findings.

Table 2. Overview of the studies to supplier satisfaction and their findings (2000-2010)

Authors Focus (possible antecedents of supplier satisfaction) Method Findings
Wong (2000) Cooperative culture, commitment to suppliers” satisfaction, constructive Conceptual This article argued that companies need to develop a co-
controversy operative culture of working together with their

suppliers, commit to satisfying their suppliers’ needs
and adopt an open-minded attitude in their interactions
with their suppliers in order to satisfy the suppliers.

Forker and Cooperative relationships Survey The level of supplier satisfaction is higher in

Stannack (2000) cooperative relationships than in competitive

relationships.

Whipple et al. The level of information exchange, accuracy of information exchange, timeliness of Survey An increase in the amount of operational information

(2002) information exchange exchanged is found to have a positive impact on the

overall level of satisfaction.

Mauna (2003) Profitability, agreements, early supplier involvement, business continuity, Conceptual Based on the nine dimensions named in the column
forecasting/planning, roles and responsibilities, openness and trust, 'focus', Mauna developed a questionnaire that is useful
feedback and the buying company’s values. for buying companies to measure and improve supplier

satisfaction.

Benton and Maloni  Coercive-mediated power sources, reward mediated power sources, non-mediated ~ Survey Coercive-mediated power sources were found to

(2005) power sources, performance negatively impact supplier satisfaction, while reward

mediated power sourcesa and non-mediated power
sources have a positive effect on satisfaction. There
was not found a relationship between performance and
supplier satisfaction.

Leenders et al. 1. Granting substantial volumes, long-term commitments, and exclusivity Conceptual They argued buyers can improve the level of

(2006) agreements 2. Sharing internal information and extensive communication 3. Exhibit satisfaction of their suppliers by the four marketing and
a willingness to change behaviour in the purchasing organisation 4. Respond rapidly supply management tools named in the column 'focus'.
to requests from suppliers

Essigand Amann  Intensity of cooperation, order process, billing/delivery, communications, conflict ~ Survey They operationalised supplier satisfaction through an

(2009) management, general view index consisting of three dimensions: the strategic

level, the operational level and the accompanying level.

Nyaga et al. (2010) Collaborative activities, trust, commitment Survey They found that the collaborative activities information
sharing, joint relationship effort, and dedicated
investments have a positive impact on supplier
satisfaction which is mediated by trust and

commitment.
Ghijsen et al. Indirect influence strategies, direct influence strategies, direct supplier development Survey They found that the use of promises and both human-
(2010) activities, dependence and capital-specific supplier development positively

impact supplier commitment, while indirect influence
strategies, the other direct influence strategies and
capital-specific supplier development have a positive
effect on supplier satisfaction. On the other hand,
requests, threats and legalistic pleas were found to have
a negative impact on supplier satisfaction.

As already stated, Wong (2000) was one of the first who did research on supplier
satisfaction. He argued that a relational and cooperative approach towards suppliers will
lead to a higher level of supplier satisfaction with the relationship. But his research was
conceptual, he did not test this empirically.” Forker and Stannack were in 2000 the first

who empirically tested possible antecedents of supplier satisfaction. They compared the

3 See Wong (2000), p. 427
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effects of competitive and cooperative exchange relationships on the level of satisfaction of
buyers and suppliers. They found that the level of satisfaction is higher in a cooperative

relationship compared to a competitive relationship, what corresponds to the assumption of

Wong (2000).”

Whipple et al. (2002) tested in their research the effect of information-sharing between
trading partners on the overall satisfaction of both parties. They found that an increase in
the amount of operational information exchanged has a positive impact on the overall level

of satisfaction in the relationship.”

Maunu (2003) developed in her study a conceptual framework consisting of nine supplier
satisfaction dimensions, divided in two groups: business-related dimensions and
communication-related dimensions. The business-related supplier satisfaction dimensions
are concrete, fact-based values. The dimensions which belong to this group are
profitability, agreements, early supplier involvement, business continuity and
forecasting/planning. On the other hand, communication-related dimensions are softer,
human-based values. These values consist of roles and responsibilities, openness and trust,
feedback and the buying company’s values.”® Based on these nine dimensions, Maunu
(2003) developed a questionnaire that enables the buying firm to measure supplier
satisfaction and which can be used to improve its processes with suppliers and external

partners. 7

Benton and Maloni (2005) empirically tested the impact of different forms of power and
performance on supplier satisfaction. The researchers included coercive-mediated power
sources, reward-mediated power sources and non-mediated power sources in their
research. Coercive-mediated power sources were found to negatively impact supplier
satisfaction, the other two sources had a positive effect on satisfaction. They did not found

evidence that performance has a positive effect on the level of satisfaction.”®

Leenders et al. (2006) explained the current buyer-supplier relationship in terms of
satisfaction and stability by providing a framework named ‘The Purchaser-Supplier

Satisfaction Matrix’ in their book. They stated that buyers can improve the level of

™ See Forker and Stannack (2000), p. 31
7> See Whipple, Frankel, and Daugherty (2002), p. 67 p.75, cited by Hiittinger et al. (2012), p. 1199
76 See Maunu (2003), pp. 91-98
7 See Maunu (2003), pp. 62-90
78 See Benton and Maloni (2005), p. 1
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satisfaction of their suppliers by the following four marketing and supply management

tools:

1. Granting substantial volumes, long-term commitments, and exclusivity agreements.
2. Sharing internal information and extensive communication.
3. Exhibit a willingness to change behaviour in the purchasing organisation.
4. Respond rapidly to requests from suppliers.
This has also been a conceptual study, they did not test the effects of these tools on

satisfaction empirically.”

Supplier satisfaction was explored by Essig and Amann (2009) as a factor of buyer—
supplier relationship quality. To operationalise supplier satisfaction, they used an index
that contains 36 indicators that are subsumed to three dimensions and six indicator groups.
The first dimension refers to the strategic level of a relationship and contains indicators
that allow for conclusions about the intensity of cooperation. The second dimension is the
operational level, which contains the order process and billing/delivery as indicators. The
accompanying level is the third dimension. Communication, conflict management and the

general view of the relationship are the indicators of this dimension.®

Nyaga et al. (2010) tested the effects of collaborative activities, such as dedicated
investments, information sharing and joint effort, on satisfaction from the perspectives of
both buyers and suppliers. They found that all three collaborative activities lead to
commitment and trust, which leads to a higher level of satisfaction and better

performance.81

Ghijsen et al. (2010) tested the effects of influence strategies and supplier development on
the supplier commitment and satisfaction. The researchers made a distinction between
indirect influence strategies (information exchange and recommendations) and direct
influence strategies (requests, promises, threats and legalistic pleas). Also two dimensions
of direct supplier development activities were taken into account, namely human-specific
supplier development and capital-specific supplier development. They found that the use of
promises and both human- and capital-specific supplier development positively impact

supplier commitment, while indirect influence strategies, the other direct influence

7 See Leeders, Johnson, Flynn, and Fearon (2006); cited by Hiittinger et al. (2012), p. 1199
% See Essig and Amann (2009), pp. 105-107
#1 See Nyaga et al. (2010), p. 101
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strategies and capital-specific supplier development have a positive effect on supplier
satisfaction. On the other hand, requests, threats and legalistic pleas were found to have a

negative impact on supplier satisfaction.™

Hiittinger et al. provided in 2012 a good overview of the known antecedents of supplier
satisfaction. They did an extensive literature review of the antecedents of supplier
satisfaction and also of the drivers of customer attractiveness and preferred customer
status. They found nine relevant articles covering antecedents of supplier satisfaction, these
articles are discussed above. They noticed that the found antecedents of supplier
satisfaction can be categorised into four groups, namely technical excellence, supply value,
mode of interaction and operational excellence.® The ‘technical excellence’ group refers
mainly to the technical aspects of the business and the R&D department is an important
part of this. Antecedents in this group are for example: early supplier involvement,
technical competence and supplier development. The group of ‘supply value’ antecedents
refers to the way of value creation in the relationship and is mainly influenced by the
purchasing department. The profitability, the bargaining position and also ‘how
cooperative the relationship is’ are examples of antecedents in this category. The ‘mode of
interaction’ group of antecedents is about the way of interaction between the companies
and is driven by all functions of a business. Communication, the structure of the
communication, the way of reacting on the other party and information sharing are in this
group. The ‘operational excellence’ category of antecedents refers to the operational part
of the buying firm that influences the interaction with the supplier and is the responsibility
of the production/logistics areas (the production department). Forecasting and planning, the
order process and payment habits are part of this group. So the mode of interaction is
driven by all functions, the other three categories can be attributed to different functions of
a company. Hiittinger et al. (2012) observed two major trends in the reviewed articles. The
first trend they found is that scholars in the field of purchasing and supply management
mainly tested the effect of different relationship strategies on supplier satisfaction. The
conclusion of this is that suppliers, in contrast to buyers who are more focused on
performances and the outcome of the relationship, find the atmosphere of the relationship
and the development of norms more important. A buyer should take this in account,

otherwise this difference could lead to dissatisfaction. The second trend they observed is

%2 See Ghijsen, Semeijn, and Ernstson (2010), pp. 22-24
% See Hiittinger et al. (2012), pp. 1198-1200
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that scholars in this field use marketing or supply chain management literature as a
conceptual basis, for studying the impact of business and communication-related factors on

supplier satisfaction.™

3.3 State of the art, the nine dimensions of supplier satisfaction

Recently, a new model of supplier satisfaction was introduced by Hiittinger et al. (2014).
They tried to find other antecedents by using a mixed method approach. Based on the
literature review of the antecedents and by using a world café¢ method with buyers of an
automotive original equipment manufacturer (OEM), they identified eight possible
antecedents of supplier satisfaction. These possible antecedents were empirically tested by
a quantitative survey. By doing so, they combined theory building with the testing of the
theory. The eight possible antecedents they identified are growth opportunities, innovation
potential, reliability, relational behaviour, operative excellence, support, contact
accessibility and involvement. These possible antecedents were placed in a model with
supplier satisfaction, preferred customer status and preferential treatment. The impact of
these possible antecedents on supplier satisfaction in this model was analysed through a
partial least squares (PLS) analyses. It was found that three of them have a significant
effect, namely growth opportunity, reliability and relational behaviour.*” The reason they
give for this is that “[...] the results can hardly be generalised to all industry settings. [...]
in other industries, other factors or weights could emerge”.* Therefore, Vos et al. (2016)
replicated the model of Hiittinger et al. (2014) to test it in another context. They made a
distinction between direct and indirect procurement and also included one new possible
antecedent, namely profitability. They found that growth opportunity, reliability and
profitability have a significant impact on supplier satisfaction both when the procurement
is indirect or direct. Operative excellence has only a significant effect on supplier
satisfaction when the procurement is indirect, while the effect of relational behaviour is
only significant when the purchasing is direct of nature.®” At the end of their study, they
improved this model (see figure 2). The idea of this model is that the innovation potential
influences growth potential, support, reliability and involvement have an impact on
relational behaviour and contact accessibility affects operative excellence. Growth

opportunity, profitability, relational behaviour and operative excellence will influence

% See Hiittinger et al. (2012), p. 1200 p.1200
% See Hiittinger et al. (2014), p. 697
% Hiittinger et al. (2014), p. 713
%7 See Vos et al. (2016), pp. 4618-4622
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supplier satisfaction, all these are categorised as relational aspects. Next, supplier
satisfaction will have a positive impact on preferred customer status, which shows the
intention of the supplier. And finally, preferred customer status will have a positive effect
on preferential treatment, the actual behaviour of the supplier. This model could be the

base for future research on supplier satisfaction.

| Relational Aspects || Supplier Intention | | Supplier Behavior
Innovation Growth
potential opportunity
Profitability :
gutppfhert_ Preferred Preferential
Support atistaction Customer Treatment
Status
N Relational
Reliabilit
ehadiity behavior
Involvement
Contact Operative
accessibility excellence

Figure 2. The improved model of Vos et al. (2016)

3.4 Ensuring the satisfaction of suppliers to gain additional benefits from the
relationship

8 Therefore

Purchasing became considered as a value-added capability to the firm.®
suppliers are becoming partners to create value in a supply chain and the relationship with
the suppliers is needed to be sustainable and long-lasting.® The value of the interaction
with a supplier does not have to come immediately by low prices only, on the long-term a
close cooperation between buyer and supplier can provide also value. It is only possible to
have a long-lasting relationship with a supplier when the supplier is satisfied with the
relation.” Besides that, supplier satisfaction is also directly linked to the quality of the

. . : 1
relationship and value creation.’

As already stated, supplier satisfaction plays also a role in the process of resource

allocation: an unsatisfied supplier will probably not do its utmost best it can to help the

¥ See Carr and Pearson (1999), p- 498
% See Ulaga and Eggert (2006), pp. 119-120
% See Schiele, Calvi, et al. (2012), p. 1181
! See Vos et al. (2016), p. 4613
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buying company, resulting in for example supply of products of less quality.”* Poor quality
input for the buying firms will lower the quality of the buyer’s products and thus influence
the buyer’ sales volumes and profitability.” Pulles et al. (2016) tested the relationship
between supplier satisfaction and preferential resource allocation and found that supplier
satisfaction has a positive direct effect on preferential resource allocation.”® This means
that if a buyer can not meet or exceed the expectations of the supplier about the

relationship, then they probably will not get the best resources.

Besides this, supplier satisfaction can also lead to a preferred customer status. Schiele et al.
(2012) state that a customer is awarded a preferential treatment if “this customer is
perceived as attractive and if the supplier is currently more satisfied with this customer
than with alternative customers.””> So when the level of satisfaction with a particular buyer
is higher than the level of satisfaction with alternative buyers of a supplier, that buyer is
granted with a preferred customer status at the supplier. Thereby it can receives a
preferential treatment, so a better treatment than the other customers of the suppliers. The
benefits of such a preferential treatment are for example receiving higher product quality
and availability, lower prices, faster delivery and/or support in the sourcing process.”® The
previous chapter has already described the benefits of having a preferred customer status in

more detail.

4. Power, different ways of controlling

4.1 History of the concept power, a mechanism to control

9597 and

According to Russell (1938), “power is a basic force in social relationships
therefore plays a huge role in all kind of interactions.” So it is not surprising that the
concept of power has been researched by scholars in many diverse disciplines, including
sociology, economics and management and organisational behaviour.”” The definition of
power varies in the different research fields, but most definitions have the same base,

namely that the power holder has the ability to influence or control the behaviour of those

%2 See Meena and Sarmah (2012), p. 1236
> See Essig and Amann (2009), p. 104
' See Pulles et al. (2016), p. 136
% See Schiele, Calvi, et al. (2012), p. 1181
% See Nollet et al. (2012) p. 1186
°7 Sturm & Antonakis (2015) p. 137
% See Fehr, Herz, & Wilkening (2013) p. 1325; Rucker & Galinsky (2008) p. 257-258
% See Shervani, Frazier, & Challagalla (2007) p. 639
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with whom the power holder is in contact with.'” So there are many different ways to
define power and scholars have argued that it is difficult to give a comprehensive
definition of the concept of power.'”" The various definitions of power are focused on
different points, like the antecedents, units of analysis, outcome of interest, the actor’s

102

intentions and the response of the target. "~ Also the operationalisation of the concept of

power varies, it has been “measured in terms of dependency, influence, resistance, and the

modification of others’ states”.'!*

For instance, Weber (1947) defines power as the probability that a person can carry out
his/her own will despite resistance.'® This is one of the first definitions of power and the
starting point for most conceptualisations of this concept. The definition of Weber sees
power as an ability of a person, “the ability to influence others and make them do things
they would not do otherwise.”'” On the other hand, Emerson (1962) defines it as a
property of a social relation. “The power of actor A over actor B is the amount of
resistance on the part of B that can be potentially overcome by A.”'° Power is therefore
the outcome of the extent to which actor B is dependent on the resources of actor A. That

means that the more dependent B is on A, the more powerful A becomes.'”’

According to Sturm and Antonakis (2015), “power is having the discretion and the means

to asymmetrically enforce one’s will over entities.”'®

Here the term ‘entity’ can refer to
different levels of analysis namely the individual, group, organisational, cultural, and
country levels. They explained that discretion refers to the available scope of action to
power holders and the means through which this discretion works.'” Sturm and Antonakis
(2015) reviewed in their study different definitions of power (23 in total), based on the
three essential characteristics of power: “Power is about having (a) discretion (agency) to
act and (b) the means (innate, position) to (c) enforce one’s will. That is, a powerful agent

is one who can exogenously affect his or her environment or others at will.”''* Almost all

of the 23 definitions include the part of enforce will, about half of them include two

1% See Shervani et al. (2007) p. 639
1% See Lukes (1986); cited by Keltner, Gruenfeld, & Anderson (2003) p. 265
192 See Keltner et al. (2003) p. 265
1% Sturm & Antonakis (2015) p. 138
1% See Weber (1947); cited by Sturm & Antonakis (2015) p. 139
19 Sturm & Antonakis (2015) p. 139
1% Emerson (1962) p. 132
%7 See Sturm & Antonakis (2015) p. 139
1% Sturm & Antonakis (2015) p. 139
1% See Sturm & Antonakis (2015) p. 139
"%Sturm & Antonakis (2015) p. 139
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characteristics and only three definitions do include all characteristics. See table 3 for the

definitions and to which characteristics they comply.

Table 3. Definitions of power and their properties adapted from Sturm and Antonakis (2015)

Defining property
Source Year Definition of power Discretion Means  Enforce will
Weber 1947 Ability to carry out his or her own will X X
Dahl 1957 Ability to compel others to do something X
French & Raven 1959 Ability to influence via different means X X
Thibaut & Kelly 1959 Ability to control others’ outcomes X
Cartwright 1959 Being able to influence others at will X
Mechanic 1962 A force that results in behavior X
Emerson 1962 Influencer is independent and target is dependent for resources X X X
Etzioni 1965 Holding preferences of followers in “abeyance” X
Siu 1979 Influencing beliefs, emotions, and behaviors of people X
McClelland 1975 Having impact on others or systems X
Dépret & Fiske 1993 Asymmetrical outcome control X
Fiol, O'Connor & Aguinis 2001 Power is the ability or potential to influence others X
Keltner, Gruenfeld & Anderson 2003 Modify others’ states via resources and punishments X X
Galinsky, Gruenfeld & Magee 2003 Control own and others’ resources X X X
Van Dijk & Poppe 2006 A general striving for agency
Sivanathan, Pillutla & Murnighan 2008 Control, modify, or influence others via rewards and punishments X X X
Magee & Galinsky 2008 Asymmetric control of resources in social relations X
Lammers, Stoker & Stapel 2009 Agency without influence by others X
Malhorta & Gino 2011 Control one’s own and others’ resources and outcomes X X
Jordan, Sivanathan & Galinsky 2011 Asymmetric control over valued resources X X
Goldstein & Hays 2011 Asymmetric control of valued resources, rewards, and punishments X X
Rucker, Dubois & Galinsky 2011 Asymmetric control over other people or valued resources X X
Rucker, Galinsky & Dubois 2012 Perceived asymmetric control relative to others X

Building on this conceptualisations, power within the context of a buyer—supplier
relationship can be defined as the ability of the buying firm to influence or control the

11

decisions and behaviour of the supplying firm.'"" Therefore, power is seen as the

mechanism of one firm to induce desired actions of another firm, which can be done in

different ways. 2

4.2 Power as a function of sources of power

Power is a broad concept, there are many ways to influence others. So power itself can be
used in multiple ways. In science, there are several ways to classify the different sources of
power. One of the most popular ways to classify power in different forms comes from the
social psychologists French and Raven (1959), who identified five sources. Another
popular way is to see the use of power as a mean to influence strategies or tactics. These

approaches will be discussed below and compared with each other.

"' See Pulles, Veldman, Schiele, & Sierksma (2014) p. 18
12 See Maloni & Benton (2000); cited by Pulles et al. (2014) p. 18
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The social psychologists French and Raven (1959) classified power into five different
sources of power: expert, referent, coercive, legitimate and reward power.'"> A few years
later Raven (1965) added a sixth source: informational power.''* The first five are still the
most commonly used sources of power, the sixth is sometimes used by others scholars and
is not always included in research as a different source of power. Coercive power refers to
the ability of the power holder to punish the target firm if this firm does not comply with
the wishes of the power holder.'"> “Reward power depends on the ability of the power

holder to provide benefits and to remove or decrease negative valence”' '

if the target firm
complies with the wishes of the power holder.''” Expert power stems from the perception
of the target firm that the power holder possesses some special knowledge or expertise that

is valuable to the target firm."®

The attractiveness of the power holder to the target firm is
the basis of referent power. It implies that the target firm desires identification with the
power holder for recognition by association and therefore can be influenced.'”” Legitimate
power refers to the belief of the target firm that the power holder has the right to

influence.'°

Further, some researchers split legitimate power into different forms of this
kind of power, for example Brown and Frazier (1978) and Kasulis et al. (1979) did make a
distinction between legal legitimate power (the judiciary right to influence'’') and
traditional legitimate power (the natural right to influence'??).' The later added sixth
source, informational power, can be seen as a distinct from expert power.'* This kind of
power arises when the power holder has knowledge that is useful in the relationship with
the target firm (or information that the target firm needs), instead of special knowledge or
expertise by expert power. Informational power can also arise when the power holder is
able to interpret existing information in a way that is meaningful but not yet known by the

125

target firm. = The above mentioned way is not the only way the concept of power is split

into different forms. For example Frazier and Summers (1986) did use different influence

'3 See French, Raven, & Cartwright (1959); found in Shafritz, Ott, & Jang (2015) p. 253
14 See Raven (1965; cited by Raven (2008) p. 1
'3 See Terpend & Ashenbaum (2012) p. 54; Pulles et al. (2014) p. 20; Maloni & Benton (2000) p. 57; Kim,
Pinkley, & Fragale (2005) p. 800
"¢ French et al. (1959) p. 156; cited by Terpend & Ashenbaum (2012) p. 54
17 See Pulles et al. (2014) p. 20
'"® See Maloni & Benton (2000) p. 57; Kim et al. (2005) p. 800
"% See Maloni & Benton (2000) p. 57; Kim et al. (2005) p. 800
120 See Maloni & Benton (2000) p. 57
12! See Maloni & Benton (2000) p. 59
122 See Maloni & Benton (2000) p. 59
' See Brown & Frazier (1978); Kasulis, Spekman, & Bagozzi (1979)
124 See Forsyth (2009) p. 227
125 See Lee (2001) p. 3
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strategies as forms of power, namely information exchange, recommendation, promises,
threats and requests.'?® But these influence strategies are pretty much the same as the five
traditional power sources of French and Raven, each influence strategy corresponds with a
power source. Kipnis et al. (1980) explore the tactics commonly used by managers to
influence others.'”” Kipnis and Schmidt (1983) and Yukl and Tracey (1992) built on this
study and together, these researchers identified nine dimensions of influence tactics:
pressure, legitimation, exchange, coalition, ingratiation, rational persuasion, inspirational
appeal, consultation and personal appeal.'”® These dimensions of influence are more
focused on the interpersonal relationships. The traditional five power sources of French
and Raven (or the influence strategies of Frazier and Summers) are better suitable studying
inter-organisational relationship. For that reason the power sources of French and Raven

will be used in this research.

4.3 Classification of the sources of power into dichotomous groups

Based on the classification of French and Raven (1959), several dichotomous groups of
these power sources were made based on the nature of the different forms of power. Table
4 gives an overview of these groups. Hunt and Nevin (1974) were the first to do this: they
made a distinction between coercive and non-coercive power. The grouping was easy,
punishment power (which can be considered as similar to the coercive power source of
French and Raven) was a form of coercive power, the other four sources of power were
non-coercive.'”” Other scholars saw quickly that this way of grouping is not the best way.
For instance, Etgar (1978) distinguished the sources of power based on the financial impact
they have. He identified reward and punishment power (similar to coercive power) as
sources of economic power, because these two bases of power have an financial impact (on
the target’s party). Expert, legitimate and referent power are identified as non-economic
power, because they are not financial in nature."*® Kasulis et al. (1979) made a distinction
between direct (reward, punishment (coercive) and legal legitimate power) and indirect
power (information, traditional legitimate and referent power). The reason for this
distinction is that coercive, reward and legal legitimate power use direct outcome control to
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influence others, whereas the other sources of power use indirect outcome control. ™" In

12 See Frazier & Summers (1986) p. 172
'*" See Kipnis, Schmidt, & Wilkinson (1980)
128 See Kipnis et al. (1980); Kipnis & Schmidt (1983); Yukl & Tracey (1992)
12 See Hunt & Nevin (1974) p. 187
1% See Etgar (1978) p. 54
B! See Kasulis et al. (1979)
24



1995, Brown, Lusch and Nicholson used the same grouping, but they named the groups

non-mediated and mediated power.'*

Non-mediated power sources are more relational and
positive than mediated power.'** Non-mediated power is not expressed by the firm having
the power, but the target firm decides whether and how it will be influenced by it."** So it
is possible that the firm with the power is not aware that these non-mediated sources of
power are used or even exist. The mediated power sources are really used by the power

holder. Using mediated sources of power, a firm intentional controls the reinforcements in

order to influence its partner.'*’

Table 4. Overview of the classification of the power sources into dichotomous groups

Authors Dichotomous groups Sources of power
Hunt & Nevin (1974) 1. Coercive power Punishment . -
2. Noncoercive power ~Reward; Expertise; Legitimate; Referent
Etgar (1978) 1. Economic pc.)wer Reward; P@Mnt
2. Noneconomic power Expert; Legitimate; Referent
Brown & Frazier (1978) 1. Welgh.ted power Reward; Punfghment; I._/.egal legitimate
2. Unweighted power  Expert; Traditional legitimate; Referent
. 1. Direct power Reward; Punishment; Legal legitimate
Kasulis et al. (1779
asulis et al ( ) 2. Undirect power Information; Traditional legitimate; Referent
John (1984) 1. Contmge.nt power Reward; Pupfshmsnt
2. Noncontingent power Expert; Legitimate; Referent
Frazier & S ers (19984) 1. Percept%ons altered lnforrT]atlon exchange (mformanon).; Recommf:gdahon (expe.rtlse)
2. Perceptions unaltered Promises (reward); Threats (coercive); Legalistic (legal legitimate); Request (referent)
1. Medi R« ; Puni s 1 legiti
Brown et al. (1995) ediated -power eward,- umshm.eflt, Lega‘ -egltlmate
2. Non-mediated power Information; Traditional legitimate; Referent

Looking at table 4, it can be concluded that most scholars made a distinction between
reward, coercive and legal legitimate power on one side and expert, referent and traditional
legitimate power on the other side. In general, the dichotomies of power sources can be
named as aggressive (reward, coercive and legal legitimate power) and nonaggressive
power."*® The aggressive power focuses on the use of economic resources of the power
holder and on using this as a direct economic incentive (either positive or negative) on the
target firm. The nonaggressive power can have economically effects indirectly and on the

137 Another difference

long-term, but is focused on developing the relational environment.
between these two forms of power is that aggressive power is really used by the power
holder based on whether or not the target firm complies with its wishes and the used

reinforcements are external to the target firm,"*® while on the other hand the target firm

132 See Brown et al. (1995) p. 365
133 See Benton & Maloni (2005) p. 4
"** See Zhao, Huo, Flynn, & Yeung (2008) p. 370
1> See Maloni & Benton (2000) p. 57; Terpend & Ashenbaum (2012) p. 53
13¢ See Johnson, Sakano, Cote, & Onzo (1993) p. 2
7 See Lee (2001) p. 150
138 See Lee (2001) p. 151
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decides whether and how it will be influence by the nonaggressive power sources. Since
nonaggressive power sources (expert, traditional legitimate and referent power) are not
used by an actor, these sources of power are excluded from this research. The most widely
recognised sources of aggressive power are coercive and reward power. These two sources

will be the focus of this study.

5. Conlflict, the perception of differences of interest

5.1 Conflict, disagreements due striving to achieve own goals

According to Thompson (1998), “conflict is the perception of differences of interests
among people”."* Conflicts can appear when two or more social entities (i.c., individuals,
groups, organisations and nations) have contact with each other in order to achieve their
own objectives. Due to using the relationship with another party to only reach their own
objective, the relationship may become incompatible. This happens when two or more
parties need a similar resource which is scarce, when they have preferences regarding their
joint action that (partially) exclusive the wishes of the other party or when they have

different attitudes, values, beliefs, and skills.'*°

Conflict has been studied by scholars from different disciplines, like philosophy,
sociology, economics, political science, anthropology, and psychology.'*' Conflicts can
occur in any kind of social interaction and even an individual can experience a conflict
with itself. So there are intra-personal conflicts, inter-personal, intra-group, intra-
organisation/inter-group, inter-organisational and international conflicts and each level has
its own primary research field.'*> Most of the early contributions to the study of social
conflict came from philosophers and sociologists. In recent years, management scholars

became interested in the study of social conflict.'*’

Each discipline sees the term conflict
slightly different. The basic view of sociologists is that conflict is a function of social
structure and tends to harm the way society evolves.'** For instance, the classical

sociologist Georg Simmel (1908) hypothesised that “a certain amount of conflict is as

" Thompson & Thompson (1998) p. 4
140 See Rahim (2001) p. 1
14! See Bennett & Neiland (2002) p. 1; Rahim (2001) p. 1
12 See Blazejewski & Becker-Ritterspach (2011) p. 2
'3 See Rahim (2001) p. 2
1% See Bennett & Neiland (2002) p. 1
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essential to the proper functioning of groups, as are stability and order”.'*® Elton Mayo
sees conflict as evil which should be minimalised or, even better, eliminated.'*® Conflict is
the outcome of power relations according to the political science. Marxist and Gramscian
see class struggle as the main cause of conflicts.'*’ On the other hand, economists view
conflict as the result of rational decision making by an individual trying to maximise its
own utility given that resources are scarce.'*® Thus, conflict is not only a complex topic,
the wide variety of views on the subject from a wide range of disciplines further
complicates the picture even more.'*® As a result of the many different views on conflict,
there is not a generally accepted definition.”® Rahim (2001) stated that: “the term

. . . 151
‘conflict’ does not have a single clear meaning.”"

Pondy (1967) observed that the early used definitions of conflict are focusing on different
parts of conflict. Some definitions describe the antecedent condition of conflicts, like
scarcity of resources or policy differences. Other definitions are focusing on the affective
or cognitive state of the individuals involved. Examples of the described affective state of
individuals in a conflict are stress and tension, while the perception or awareness of the
conflict situation are examples of the cognitive state. Last, definitions of conflict can also
focus on the behaviour during a conflict, ranging from resistance to overt aggression.'
Fink (1968) observed the same in his classic review, there is a high variance in conflict
definitions. There are a lot of definitions for specific areas and some broad definitions that
try to capture the whole concept.®> An example of a very specific definition of conflict
comes from March and Simon (1958). They define conflict as a “breakdown in the
standard mechanisms of decision making, so that an individual or group experiences
difficulty in selecting an alternative.”'>* This is a narrow conceptualisation of conflict and

is only useful in some organisational research.'> Pondy (1967) uses a much broader

definition for conflict, he sees organisational conflict as a dynamic process caused by

145 Simmel (1908) pp. 17-18); cited by Rahim (2001) p. 5
'4¢ See Rahim (2001) p. 5
147 See Bennett & Neiland (2002) p. 1
1% See Bennett & Neiland (2002) p. 1
14 See Bennett & Neiland (2002) p. 1
1" See Mack & Snyder (1957) pp. 212-213; Fink (1968) p. 412; Thomas (1992) p. 268
"' See Rahim (2001) p. 17
"2 See Pondy (1967) p. 298
'3 See Fink (1968) p. 412
'3 March & Simon (1958) p. 112
'35 See Rahim (2001) p. 17
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organisational behaviour."*® This definition excludes very little of anything happening in a
group.””” But there are not only differences in the definitions of conflict, most scholars
agree that conflict always include some opposition, tension or incompatibility.'>® Placing
conflict in the context of a buyer—supplier relationship, conflicts arise due the different
interests and goals of the two parties. A buyer—supplier conflict can be defined as a
disagreement between buyer and supplier that appears because each party strives to

achieve its own business goals.'”’

5.2 Conflicts in organisations, it has not only negative consequences

Traditionally, conflict is seen as a negative incident with only negative outcomes and needs
to be prevented.'® Later, scholars found that this construct is multidimensional and can
also be favourable in certain cases for the involved parties. So, conflicts can be both
functional and dysfunctional.'®" A functional conflict is defined as “an evaluative appraisal
of the results of recent efforts to resolve disagreements”.'®® This means that the
functionality of a conflict is the extent to which disagreements have been productively

resolved. ' 1t refers to situations where the aftermath or outcome of a conflict results in

long-term benefits to both exchange partners.'®*

In the intra-organisational research, two scholars identified two types of conflict. Jehn
(1995) made a distinction between task and relationship conflicts, while Amason (1996)

distinguished between cognitive and affective conflicts.'®

These two ways correspond
well; cognitive conflicts are similar to task conflicts and are mostly functional, while
affective conflict is almost the same as relationship conflict and is mainly dysfunctional.'®®
Jehn (1995) defines task conflict as “disagreements among group members about the
content of the tasks being performed, including differences in viewpoints, ideas, and

opinions.” In contrast, relationship conflict refers to “interpersonal incompatibilities among

group members, which typically includes tension, animosity, and annoyance among

136 See Pondy (1967) pp. 299-300
137 See Rahim (2001) p. 17
138 See Blazejewski & Becker-Ritterspach (2011) pp. 2-3
1% See Samaha, Palmatier, & Dant (2011) p. 102
1% See Skarmeas (2006) p. 568; Rose & Shoham (2004) p. 942
1! See De Clercq, Thongpapanl, & Dimov (2009) p. 284
12 Anderson & Narus (1990) p. 45
19 See Chung, Sternquist, & Chen (2006) p. 351
'%* See Hunt (1996) p. 419
195 See Rose & Shoham (2004) p. 943
1% See Ensley, Pearson, & Amason (2002) p. 369
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members within a group”.'” The cognitive conflict is defined as “task oriented and
focused on judgmental differences about how best to achieve common objectives”.'®® By
the disagreements about the best way to do something, discussions arise about the
alternative ways viewed from multiple perspectives. This improves the overall decision
making.'® On the other hand, affective conflict is seen as personally oriented disagreement
focusing on interpersonal dislikes and disaffections.'”® According to Jehn (1995), this type

of conflict will cause problems in decision making.'”!

Since these groups are based on the source of the conflict, the outcome of the cognitive or
task conflict is not always functional. Another problem with this grouping is that a
cognitive conflict can trigger a affective conflict, so a conflict can be cognitive and

. 172
affective.!”

But there is another way to distinguish between functional and dysfunctional
conflict; conflict resolution. The way a conflict is managed determines the outcome of a
conflict, whether it is functional or dysfunctional. Maloni and Benton (2000) define
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conflict resolution as “the ability to manage and resolve a conflict. The impact of the

way of managing and resolving a conflict can have productive or destructive effects on the

relationship.' ™

When two parties who are in a conflict with each other are able to manage
and resolve this conflict in such a way that both parties can work together again with no
problems, the conflict resolution can be seen as constructive conflict resolution. This
makes a conflict turns out to be functional. In that case, the disagreements were productive
and helpful with the view on the future and will have a positive outcome. But when two
parties can not solve their conflicts together, the conflict resolution process can be seen as
a destructive conflict resolution. The negative feelings about each other will increase by
this and it will negatively affect the working relationship between the two as well as the
outcome. The main difference between a dysfunctional and functional conflict is the
outcome of the conflict. The distinction between task or cognitive conflicts on one hand
and relationship or affective conflicts on the other is made on the basis of the nature of the

conflict. While this most of the time corresponds with the outcome, this is not always the

case. Besides that, a task or cognitive conflict can trigger a relationship/affective conflict,

17 Jehn (1995) p. 258

1% Amason (1996) p. 127

' See Ensley et al. (2002) p. 369

7" See Amason (1996) p. 127

"I See Jehn (1994); cited by Amason (1996) p. 127

'”2 See Ensley et al. (2002) p. 369

'7> Maloni & Benton (2000) p. 56

174 See Assael (1969) p. 581; Deutsch (1969); cited by Mohr & Spekman (1994) p. 139
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so a conflict becomes both. Since the construct of conflict resolution is more focused on
the outcome of a conflict, instead of the nature of the conflict, this is a better way to
distinguish between functional and dysfunctional conflicts. When a conflict is solved in a
good way, the conflict becomes functional. In the meantime it could have negative effects,
but on the long-term the outcome is positive. Besides that, this method is also more
suitable in inter-organisational relationships, because Jehn and Amason did focus on

interpersonal relationships. Therefore conflict resolution is included in this research.

6. Status, a subjective judgement of rank

6.1 Status in organisational theory, a borrowed concept from sociology

The roots of status are in the sociology, the concept of status was already used in the 1930s
in this field of research. Having a high status is associated with terms like respected,
admired, regarded and prestige. Although the concept exists already a long time, there is
no broad agreement on the precise definition of status. For instance, scholars have used

status as a subjective evaluation of an entity as well as an objective, structural reality.'”

A commonly used definition of status in the sociology is the definition from Goldhamer
and Shils (1939), they did in fact observe that: “men evaluate the objects, acts, and human
attributes with which they come into contact. These evaluations may become systematised
into a hierarchy of values... Such a judgment of rank made about either the total person or
relatively stable segments of the person constitutes the social status of that person (for the
individual making the judgment).”'’® This definition gives a good impression of the most
import parts of social status: it is a subjective assessment of social rank based on a

hierarchy of values.'”’

In the organisational and management theory the concept of status was only introduced in
the early 1990s and has received increasing attention from economic sociologists and
organisational theorists since that time according to Huang and Washington (2015)."” Also
in this area of research the main focus is on the status of individuals, the status of
employees is studied most. Also the idea that organisations itself have status also gets

increasingly attention in the literature. In the early days of status becoming increasingly

'7> See. Piazza & Castellucci (2014) p. 288
17® Goldhamer & Shils (1939) p. 179
77 See Piazza & Castellucci (2014) p. 290
'8 See Huang & Washington (2015) p. 1752
30



relevant in the field of organisational and management research, definitions that differ
completely from the definitions in the sociology were used. For example, Podolny (1993)
defines market status as follows: “I define a producer’s status in the market as the
perceived quality of that producer’s products in relation to the perceived quality of that

- 179
producer’s competitors’ products.”"’

Piazza and Castellucci (2014) concluded that this is just a signal of quality and does not
include the social environment or social rank. This economic view of status was in the
beginning very popular, but some researchers missed the sociological roots of the concept
by excluding any mention of rank order or hierarchy from the definition.'™ Therefore,
other scholars used other definitions, like “socially constructed, intersubjective agreed and
accepted ordering or ranking of individuals, groups, organisations, or activities in a social
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system or “the prestige accorded to firms because of the hierarchical positions they

occupy in a social structure”.'™ Podolny’s early definition of status is now widely seen as
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unnecessarily limited in explanatory power —°, as the majority of scholars have

acknowledged that status is more than only a signal of quality and they argue that both the
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sociological and economic view of the concept should be included in the definition.
the introduction of her book ‘Status in Management and Organizations’, Pearce (2011)
combines both views of status by arguing that “status is grounded in social consensus,
must be perceived by individuals, and can be assessed via structural characteristics (but is
not reduced solely to these measurement indicators).”'® This definition includes both
quality and social order. This thesis sees status as a subjective ranking based on

characteristics and achievements the assessor thinks are important.

6.2 Status in relationships, three different function

Piazza and Castellucci (2014) classified three functions of status in their paper, namely
status as signal (of quality), status as intangible assets and status as mobile resource. They
stated that they are aware of the fact that this distinction between the different roles of
status does not really exist in practice, because status will always play these three roles at

the same time. But this distinction is clearly visible in the literature, where studies most of

' Podolny (1993) p. 830
%0 See Piazza & Castellucci (2014) p. 291
"1 Washington & Zajac (2005) p. 284
' Jensen & Roy (2008) p. 496
' See Jensen, Kim, & Kim (2011 p.87)
'™ See Piazza & Castellucci (2014) p. 292
185 pearce (2011) p. 6
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the time focus on one specific role of status. This does not mean these studies pay no

attention at all to the other roles, but they highlight just one dimension.'*

The first role of status is status as a signal (mostly of quality). This role is mainly studied
in the early research of status in the organisation and management theory. This view of
status comes from the need to compensate for, avoid or deal with uncertainty and to do so,
the status of a company was used.'®” There are namely many uncertainties in an exchange
relationship, because companies do not have all the relevant information or even have
wrong information. This uncertainty can come from several sources, for example the
variance of the quality can be high. Another possible reason for uncertainty is that
collecting information is simply too costly.'®® As a result, “the greater market participants’
uncertainty about the underlying quality of a producer and the producer’s product, the
more that market participants will rely on the producer’s status to make inferences about
that quality”.189 Although this role of status is similar to reputation and the concept of
status has been developed in the management and organisation theory since the
introduction of it, this view of status remained popular among scholars. The reason for this
is probably the intuitiveness of this idea combined with the broad cross-disciplinary
attraction of it.'”” A recent example of a study to the signalling effect of status is the
research of Pollock et al. (2010). They assessed the value of high-status affiliates for
young, unproven firms. Their study was based on a sample of 257 initial public offerings
(IPO’s). They found a positive linear relationship between the amount of prestigious
executives and outside directors affiliated with the newly launched IPO and the valuation
of the IPO."" This makes clear that new firms, which do not have a clear defined position
in the status hierarchy, can overcome uncertainty by exploiting affiliations with high-status
companies to signal quality.'”? Another study done to the effects of status as signal of
quality, is the research of Malter (2011). He explored the antecedents and consequences of
status of French wineries with the effects of the quality of the produced wine and
reputation are also taken into account. The study shows that indeed the signalling role of

status exists, however when the effects of quality and reputation are included as control

'8 See Piazza & Castellucci (2014) p. 301
%7 See Piazza & Castellucci (2014) p. 302
"% See Piazza & Castellucci (2014) p. 302
% Podolny (2005 p.18), cited by Piazza & Castellucci (2014) p. 302
1 See Piazza & Castellucci (2014) p. 302
' See Pollock, Chen, Jackson, & Hambrick (2010) pp. 6-7
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variables, the effect of the signalling role of status is significantly reduced.'”® According to
Piazza and Castelucci, this research is very important for future research to the signalling
effect of status. It makes clear that status signals should be clearly distinguished from

quality and reputation signals.'"*

Another way of seeing status is that status is an intangible asset for the individual or
organisation holding it. This view is broader than the view of status simply reduced as a
signal of quality or performance. Viewed from this perspective, having a high status
ensures several positional advantages (getting a better reward for a certain effort, for
example better payment for men compared to women) and often strains from individual
characteristics and abilities. This makes this view popular in the organisational behaviour
literature.'®” In the field of sociology many scholars make a distinction between earned and
ascribed status.'”® Earned status can be acquired on the basis of achievement and
performance. On the other hand, ascribed status is granted based on certain characteristics
like gender and race. Therefore getting ascribed status is beyond the control of an
individual."”

On micro level, researchers are mostly concerned with the effects of ascribed status. They
look into the differences in the outcome for men and women or the different races. O’Brien
and Dietz (2011) argued that ascribed status plays a big role in organisations. Building on
the social dominance theory, they argue that differences in ascribed status (such as gender
and race) are the base of multiple hierarchies in organisations.'”® These differences are the
main focus of the empirical research on status as an intangible asset, studying the
advantages of having status, the behaviour patterns that are created by the ascribed status
hierarchies and the related difficulties for the low-status actors.'”> A recent study to this
role of status comes from Duguid et al. (2012). They tried to explain the variance in
individuals’ concerns about being considered as a value member of a team by status. They
found that individuals who have a low categorical status (status as a result of being part of
a certain category, like with gender or race) and belong to a numerical underrepresentation

in the group at a job with high prestige (for example women and racial minorities in highly

193 See Malter (2011b) p. 2
19 See Piazza & Castellucci (2014) p. 303
1% See Piazza & Castellucci (2014) p. 303
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qualified jobs) are feeling more threatened by the potential inclusion of others who are

200

similar to them.”" This is contrary to the homophily-based reasoning, which assumed that

people prefer contact with similar people among dissimilar people.*”!

The role of status as intangible asset is also studied on a macro level, mainly focused on
the role of status of firms by forming alliances and the outcome of these alliances. For
example, Chung et al (2000) explore factors that drive alliance formation, including status
similarity. They did this research in the field of investment banking firms in the United
States. The findings indicate that investment banks of similar status are more likely to
become alliance partners.””? To cite a more recent example of a study exploring status as
an intangible asset, Shipilov and Li (2008) analyse the structural holes (when a firm
maintain links with groups of otherwise disconnected partners) of investment banks in the
United Kingdom. They found that status accumulation, the ability of firms to increase their
status as a group by forming cooperative relationships, has a positive impact on revenue
generation.203 Shipilov et al. (2011) further studied the role of status in the selection of
partners. They examined the influence of a brokerage position of a firm in combination
with aspiration-performance gaps on an organisation’s propensity to initiate ties to partners
of different status. They found that firms in brokerage positions are more likely to initiate

ties to others of a different status than non-brokers.>**

The two roles of status discussed above mainly focus on the positive and negative effects
of having high or low status, but often do not look into the possibility that the status
hierarchy can change, so a low-status actor becomes a high-status actor over time or vice
versa. The third assumption of the different roles of status addresses this concern, it sees
status as a mobile resource.””” This means that status can be transferred from one actor to
another through a relationship between the two.?® This highlights the social nature of the
construct and makes a clear distinction between status and the economic concept of

207

reputation.” " The foundation for this role of status has been laid by Podolny and Phillips

(1996). They studied the growth and decline of status of investment banks in the eighties.
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They found that performance in the past has a positive effect on the future status of a
company, as well as having higher-status affiliates. Since the low-status actor benefits from
the relationship with a higher-status actor due an increase in its own status, the higher-
status actor wants to get something in return for this.””® Castellucci and Ertug (2010) build
on this idea with their research, they explored the reasons for high-status companies to
engage relationship with low-status firms in the field of Formula 1 racing. They found that
high-status firms can secure greater effort from low-status firms. This effect will be bigger
when the differences in status between the partners is also bigger. This effort of the low-
status firm has a positive impact on the performance of the high-status company and
compensates the negative consequences for high-status firms to engage in a relationship

with firms of a lower status.””

Bothner et al. (2010) also tested the dynamic view of status
in their research to network fragility as a determinant of status evolution. Their results
support the idea that status of an actor will increase over time when this actor is connected
with multiple high-status actors in a network. Such a network allows for status transfer, but
in a way the low-status actor does not rely on one high-status actor. That makes the process
of transferring status easier, because if one high-status actor fall out of grace, the low-
status actor still has support from other high-status actors. But only affiliated with high-
status actors is not enough, although it is necessary for the transfer of status: diversification

is also key to a sustained, favourable position within the status hierarchy.*"’

This thesis endorses the assumption that status influences the exchange relationship in
three ways. Status has a signalling effect, although this function has little to no effect for a
buyer in a buyer-supplier relationship since the supplier sells the products to the buyer. The
only way this can play a role is that the supplier is associated with the outcome of the
buyer. Status is also an intangible asset, based on both characteristics and achievements of
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Besides

the organisation. In this way, having a higher status will ensure some benefits.
that, status is also a dynamic concept. The status of an actor can change over time,
including transferring from one actor to another. So a lower-status actor can benefit from a

higher-status actor in a relationship by an increase in its status. The higher-status actor will

% See Podolny & Phillips (1996)
2% See Castellucci & Ertug (2010)
219 See Bothner, Smith, & White (2010
' See Piazza & Castellucci (2014) p. 303
35



want something in return for this process.?'* This will also be the case in a buyer-supplier

relationship.

7. Hypotheses

7.1 Coercive power has a negative influence on supplier satisfaction, while reward
power positively impacts supplier satisfaction

Power is used as a tool to let another party do something the power holder wants and often
this is against the will of the other. It is almost always used for only the power holder’s
own win. The power holder tries to appropriate more value for itself in the relationship,
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mostly at the expense of the other party.” ~ When the target firm perceives it this way, it

will express a higher level of dissatisfaction.”'*

Also the use of power leads to negative
feelings by the target firm, due to a loss of autonomy, since power is a tool used to let the
target firm do something against it will. This will lower the social outcome of the exchange

relationship.’'

These effects of power are also found by past studies studying interpersonal
relationships, individuals express a lower level of satisfaction when their supervisor uses
power over them.”'® So in general the use of power is experienced as unpleasant, what
lowers the social outcome of the relationship. This makes the use of power a source of
dissatisfaction. But this makes no distinction between the different ways of using power.
Since these different forms of power have different effects on the outcome for the target
firm, critical part of satisfaction, it is likely that different sources of power will impact

supplier satisfaction differently.

Coercive power is used through threats which will be executed unless the other party
performs the desired behaviour. Being exposed to coercive power as a supplier and by that
to threats and/or punishment by the buyer will often bring costs*'” and generally reduce the
value of the outcome of the relationship.”'® Therefore, the use of coercive power of the
buyer will lead to a decrease in economic value for the supplier, what is an important part

of the outcome of the relationship. Since satisfaction is the result of the comparison

?12 See Piazza & Castellucci (2014) p. 303
13 See Gulati & Sytch (2007); Johnson et al. (1993); cited by Nyaga, Lynch, Marshall, & Ambrose (2013) p.
2
1% See Nyaga et al. (2013) p. 6
1% See Ramaseshan, Yip, & Pae (2006) p. 65
*16 See Fragale, Overbeck, & Neale (2011) p. 769
27 See Anderson & Narus (1990) p. 46
1% See Scheer & Stern (1992) p. 131
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between the expectation and the outcome, this will lead to a lower level of supplier
satisfaction. Geyskens et al. (1999) found that channel members that are exposed to the
coercive power do not want to be involved with the user of this power.?"” Geyskens and
Steenkamp (2000) came to the same conclusion, they stated that dealers do not like to
interact with parties that use coercive power.””’ This feeling of not wanted to interact
anymore with these parties can be seen as a part of the social outcome of the relationship
and leads to dissatisfaction with the relationship. Also, Brown et al. (1995) found in their
study that the use of coercive power leads to a negative attitude toward cooperation with
the user of the power.”*' In line, Skinner et al. (1992) studied among others the relationship
between different bases of power, cooperation between firms and satisfaction of the
relationship. They found that the use of coercive power leads to less cooperation, which
has a negative impact on satisfaction.”** Also this negative attitude to cooperation and the
actual reduced cooperation are negative social outcomes and thus lowers the level of
satisfaction. In another study researching the impact of power and relationship
commitment on supply chain integration, Zhao et al. (2008) found a negative relationship
between coercive power and the supplier’s willingness to invest relationship resources in a
relationship.”*> When a supplier is happy with the relationship, it wants to maintain this for
a long time and is willing to makes investments in this relationship. The negative effect of
coercive power on the supplier’s willingness to invest indicates a lower level of
satisfaction due the use of this source of power. Besides that, coercive power will also lead
to an unfair outcome, which leads to the target firm seeks ways to resist to the power
holder.”** This explains why coercive power will probably have a negative effect on

supplier satisfaction.

On the other hand, reward power refers to the ability of a buying firm to offer benefits that
are attractive to the supplier.”” This source of power is still used to influence the other
party’s behaviour, but in a more positive way than coercive power. However, the target
firm will still lose some autonomy, since it does what the power holder wants. It gets

namely only a reward if it complies with the wishes of the power user, so it acts like the

1% See Geyskens et al. (1999) p. 227
220 See Geyskens & Steenkamp (2000) p. 15
22! See Brown et al. (1995); cited by Ke, Liu, Wei, Gu, & Chen (2009) p. 840
2 See Skinner, Gassenheimer, & Kelley (1992) p. 174
2 See Zhao et al. (2008) p.b381
24 See Kumar (1996); cited by Pulles et al. (2014) p. 20
25 See Pulles et al. (2014) p. 20
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power holder wants instead of the way it would have acted originally.”*® This is not
pleasant for the target firm. Since the social part of satisfaction is about the evaluation of
the psychosocial aspects of a relationship, this has a negative impact on the social outcome.
However, by the use of reward power, the power holder convinces the other to do what the
power holders want by giving a reward. The other party chooses to act like the power
holder desires over to ignore it, because it prefers the increase of economic value the
reward brings. The increase of the economic outcome will have a positive effect on the
level of satisfaction.”*” Nyaga et al. (2013) stated the same in their research to the effects of
perceptions of power use and prevailing on behavioural and operational outcomes.
Whereas coercive power can be viewed as a form of opportunism in which the buying firm
expects to gain at the expense of the supplying firm and leads to negative emotions by the
supplier, reward power, in contrast, is likely to encourage positive perceptions by the
supplier. These positive perception can lead to a higher level of satisfaction. They also
found that the use of reward power is positively related to the supply chain partner’s
collaborative and adaptive behaviour, which are social outcomes.**® Skinner et al. (1992)
found in their study that the use of reward power leads to more interfirm cooperation,
which has a positive effect on the social outcome.””” Similarly, the study of Zhao et al.
(2008) found reward power to positively relate to the supplier’s willingness to invest in
relationship resources, which indicates that the supplier is satisfied with the relationship
(because investing indicates a long-term vision and satisfaction is a necessarily condition

for that).”*°

It is likely that the negative effects of losing autonomy due reward power are
compensated by the increase of other social outcomes and the increase of economic value
and that the net effect of reward power on the outcome is positive. Therefore, it is

hypothesised that:
H1: The use of coercive power has a negative impact on supplier satisfaction.
H2: The use of reward power has a positive impact on supplier satisfaction.

7.2 Conflict is influenced by the use of power
The power holder uses its power to influence the behaviour of another party to act as the

power holder desires. The power is mainly used for the own benefit of the power holder

26 See Ramaseshan et al. (2006) p .65
7 See Ramaseshan et al. (2006) pp. 64-65
% See Nyaga et al. (2013 p.11)
29 See Skinner et al. (1992) p. 174
230 See Zhao et al. (2008) p. 381
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and mostly on the cost of the target firm. This is unpleasant for the one over who power is
wielding and leads to negative feelings.”' All these negative feeling which have emerged
in the interaction between the two companies will create a tense atmosphere. Since a
conflict can be seen as a disagreement and the tension between buyer and supplier that
appears because each party strives to achieve its own business goals®?, the use of power

can lead to conflicts. But again, not all sources of power have the same effect.

Coercive power can be seen as opportunistic behaviour. Opportunism is characterised by a
lack of openness and honesty in transactions, including self-interest seeking behaviour by

misleading and confusing exchange partners.””

Opportunistically acting, like
misrepresenting information and material facts, evades obligations, fails to honour
promises and demonstrates no regard for principle, produces feelings of tension and
frustration because the operations of the target firm are disrupted and its sense of justice is
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d.

undermine Besides, the use of coercive power leads to the target firm doing things

against its will.”

This causes tension and frustration by the target firm. This is in line with
other authors, who all stated that the target is expected to feel tension and frustration when
it is exposed to coercive power.”® When this happens, disagreements are expected to be
expressed frequently between suppliers and distributors because of this tension and
frustration.”®” Zhuang et al. (2010) stated that the use of coercive power leads to conflicts
because the target firm will be affected financially if it does not agree to the wishes of the
power holder.”® Besides that, when the target firm feels being attacked due to coercive
power regardless of its own behaviour, it is more likely to use power itself or to revolt
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against the more powerful firm's domination.”” This will increase the number of conflicts

in the future.

On the other hand, the use of reward power will have other effects. This source of power
refers to the capacity of the buyer to offer benefits to the supplier that are considered as

attractive. An example of such benefit is to increase the business with the supplier in the

51 See Skarmeas (2006) p. 568
2 See Samaha et al. (2011) p. 102
3 See Williamson (1985); cited by Skarmeas (2006) p. 569
7% See Skarmeas (2006) p. 569
7 See Welch & Wilkinson (2005) p. 206
2% See Lusch (1976; Brown et al. (1995); Gaski & Nevin (1985)
>7 See Frazier & Rody (1991) p. 56
¥ See Zhuang, Xi, & Tsang (2010) p. 140
39 See Lawler, Ford, & Blegen (1988) p. 104
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future.

Due to giving the reward to the supplier, the supplier will feel obligated to agree
with the power holder, since the power holder provided him with rewards (and thus more
value).”*! So because of the rewards offering by the power holder, the target firm will
agree to the wishes of it. The target firm evades disagreements and thus conflicts, in order
to get the promised rewards and maybe get in the future more rewards. Also the positive
sanctions enhance the target firm’s willingness to cooperate with the power holder, what
lead to a decrease of clashes.** Also Skinner et al. (1992) found in their study that the use
of reward power leads to more willingness to cooperate with the power holder.”* This

willingness to cooperate of the target firm will lead to less tension in the relationship and

also less disagreements. Therefore, it is hypothesised that:
H3: The use of coercive power has a positive impact on conflict.
H4: The use of reward power has a negative impact on conflict.
7.3 The use of power affects the process of conflict resolution

A conflict does not necessarily have to be a bad thing, it can have benefits for the
relationship on the long-term. This depends on how a conflict is managed, how the process
of conflict resolution proceeds. Conflict resolution refers to the ability to manage and

resolve a conflict.>*

When this process proceeds well, the conflict resolution process can
be seen as constructive and productive. Is this not the case, this process is destructive.**
This process of managing a conflict makes a distinction between a functional and a
dysfunctional conflict. Accordingly, functional conflict is defined as ‘“an evaluative

246 1t refers to situations

appraisal of the results of recent efforts to manage disagreements.
where the outcome of a conflict has beneficial results to both exchange partners, instead of

: 24
negative results.**’

As already stated, the use of coercive power leads to negative emotions, tension and
frustration by the target firm. This increases the chance that exchange partners lock

themselves into a conflict spiral, instead of working together to resolve the relationship

9 See Pulles et al. (2014) p. 20
I See Lusch (1976) p. 384
2 See Lusch (1976) p. 384
3 See Skinner et al. (1992) p. 174.
% Maloni & Benton (2000) p. 56
** See Assael (1969) p. 581; Deutsch (1969); cited by Mohr & Spekman (1994) p. 139
6 Anderson & Narus (1990) p. 45
7 See Hunt (1996) p. 419
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problems in a mutually beneficial way.**® This in line with Brown et al. (1995), they found
in their study that the use of coercive power leads to a negative attitude toward inter-
organisational cooperation with the user of the power.*** Also Skinner et al. (1992) found
that the use of coercive power leads to less cooperation.””” Sanzo et al. (2003) came to a
similar finding. They found that the use of coercive power will limit the communication
between the two parties involved.”>' Less cooperation and communication between the
parties ensures that the process of conflict resolution can not be run smoothly. Also the
decrease in willingness to cooperate by the supplier will lead to less effort from the

supplier to solve the conflict. This will lead to a poor management of conflicts.

While on the other hand, the use of reward power by the buyer, is likely to encourage

positive perceptions of the target firm.>*

Due to the rewards that are given and the positive
perceptions of the target firm, the willingness of the target firm to cooperate will increase.
It will make more effort to solve conflicts and tries to manage conflicts in a positive way.
Also the communication between the two parties will be better compared to a situation
when the buyer uses coercive power. Communication between the parties is necessary to

resolve the conflict, otherwise the process of conflict resolution can not proceeds.

Therefore, it is hypothesised that:
H5: coercive power has a negative impact on conflict resolution
H6: reward power has a positive impact on conflict resolution

7.4 Conflicts has a negative influence on the level of satisfaction

Rosenberg (1974) identifies several consequences of conflicts in international distribution
channels. He stated that conflicts lead to a decrease in efficiency in distribution and
consequently to increased costs. This means that conflicts will lower the economic
outcome of the interaction between firms and by that the level of satisfaction. Other
negative aspect of conflicts he found are the resistance to resolve future conflicts,
emotional disruption and the damage created through subjectivity and distorted judgments.

This has a negative impact on the social outcome of the relationship.*>> More recent studies

¥ See Skarmeas (2006) p. 569
% See Brown et al. (1995; cited by Ke et al. (2009) p. 840
29 See Skinner et al. (1992) p. 174
»! See Sanzo, Santos, Vazquez, & Alvarez (2003) p. 333
2 See Nyaga et al. (2013) p .49
3 See Rosenberg (1974) p. 73
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also found that the outcome of a relations is impacted by conflicts. Rose and Shoham
(2004) found that conflict reduce the quality of strategy and thereby also operating
performance.””* The study of Webb and Hogan (2002) showed that the frequency of the
conflict, however not the intensity, has a negative effect on channel performance.”> This is
in line with Rose et al. (2007), who found that conflict negatively impact performance with
channels of distribution.””® The reduced performance leads to a decrease in economic

outcome and by that a decrease in satisfaction.

This is in line with other studies, which found direct links between conflict and
performance. Specifically, Jehn (1994) reported that conflict reduced intragroup
performance and satisfaction.””’ Gaski (1984) concluded that conflict reduced channel
member' satisfaction and channel performance.”® Also Essig and Amann (2009) thought
that conflicts have an impact on supplier satisfaction, they made ‘conflict management’ a
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part of the supplier satisfaction index.”” Therefore, it is hypothesised that:

H7: Conflict has a negative impact on supplier satisfaction.

7.5 Not all the conflicts have a negative impact on supplier satisfaction

Not all conflicts are the same, different conflicts have different effects on the long-term.
All conflicts lead to some negative feelings, negative emotions and tension on the short-
term, but on the long-term the effects of a conflict can be positive or negative. As already
explained there are strong differences between functional and dysfunctional conflicts. How
a conflict turns out, depends mainly on the conflict resolution. The impact of conflict
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resolution on the relationship can be productive or destructive.”” This mean that the way

in which partners resolve a conflict has effects on the success of the relationship.*’

When a conflict occurs between a buyer and a supplier, this has some negative
consequences on the short-term. There are negative feelings between both parties, which
can have a negative impact on the cooperation between the two companies. But when the

management of conflicts, the conflict resolution, is proceeding well a conflict can appear to

% See Rose & Shoham (2004) p. 942
3 See Webb & Hogan (2002) p. 348
26 See Rose, Shoham, Neill, & Ruvio (2007) p. 296
»7 See Jehn (1994) p. 223
¥ See Gaski (1984)
»% See Essig & Amann (2009) p. 106
60 See Assael (1969) p. 581; Deutsch (1969); cited by Mohr & Spekman (1994) p. 139
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1.2

be functiona A functional conflict can contribute to increasing the effectiveness of the

relationship by for example improved decision quality, reduced likelihood of future
destructive conflict, more mutually beneficial solutions and better goal achievement.”®* It
will also improve the communication between the firms.*** Besides that, a functional
conflict can also produce a sense of unity between the involved parties”® and increase the
financial performance of both parties.”*® This all will increase the outcome, both social and
economic, of the relationship on the long-term.”®” So when the conflict resolution is going

well, the long-term benefits will compensate the short-term negative effects. Therefore, it

is hypothesised that:

HS8: Conflict resolution negatively moderates the negative impact of conflict on

supplier satisfaction.

7.6 Status weakens the effect of coercive power on supplier satisfaction and
strengthens the effect of reward power

Recently, there is attention in the literature for the interactive effects of power and status of
the power holder. All the researches done in this are on an interpersonal level. For instance,
Fragale et al. (2011) found that individuals with high power, but without status are judged
as cold, but power with status is associated with warmth.*®® Anicich et al. (2016) found that
high power combined with low status is a direct source interpersonal conflict and
demeaning treatment. Increasing the status of a high-power role reduces conflict whereas
decreasing its status increases conflict.**” Overall, high power with low status was found to
be negative and higher status softened the effect of power. The idea of an interaction
effects between power and status is based on a similarity of the two concepts: power and
status are both sources of being potentially able to influence others.”’® In contrast to power,
status 1s given voluntarily by the other firm. In other words, power is more of a property of

the actor, while status is more of a property of co-actors and observers.””! So when the

262 See Hunt (1996) p. 420
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270 See French et al. (1959); cited by Fragale et al. (2011) p. 767
' See Magee & Galinsky (2008) pp. 363-364
43



status of the buyer is high, the supplier accepts that the buyer will influence it and therefore

accepts the use of power of the buyer.*’

By accepting the use of power by the other firm, also the consequences of the use of power
are accepted.’”> Power is used to appropriate more value for the power holder in the
relationship, mostly at the expense of the target firm. This leads to an unfairly division of
the outcome, but this is accepted by the target firm if the power holder has a higher status
according to the target firm. Also the loss of autonomy due the use of power of the power
holder will be accepted. The reason for this is that by granting a higher status to the power

holder, also the right to influence is given to the power holder.

The same applies to the effects of the use of coercive power. The negative feelings and the
negative attitude toward inter-organisational cooperation with the user of the power which
are a result of coercive power will be less present/minimalised when the power user has a
higher status than the target firm. Also the opportunistic behaviour is accepted and
therefore the negative impact of opportunistic behaviour is weakened. But only the lower
social outcome is accepted. The reduced economic value of the relationship due the use of

coercive power still has a negative impact on the level of satisfaction.

So by granting a higher status to the power holder, also the right to influence is given to the
power holder. But when the power holder then chooses to use reward power, the more
positive source of power, instead of coercive power, the positive effects will be
strengthened. The loss of autonomy and limited negative feelings caused by reward power
will be accepted and have limited negative effects on the social outcome. Besides that, a
company benefits from having a relationship with a higher-status actor due to status
transfer. In return it will put extra effort into the relationship. When the higher-status actor
also gives rewards, which is not necessary since the lower-status actor already wants to do
something in return for the increase in status, the positive effect of the reward will be even
more strengthened. Next to this effects, the increase of economic value due to the rewards
are the same. That means that the overall outcome increases and by that, also the level of

satisfaction will be higher. Therefore, it is hypothesised that:

HO: Status negatively moderates the negative effect of coercive power on supplier

satisfaction.

*72 See Sell, Lovaglia, Mannix, Samuelson, & Wilson (2004) p. 48
*” See Sell et al. (2004) p. 48
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H10: Status positively moderates the positive effect of reward power on supplier

satisfaction.

7.7 Status helps to receiving a preferred customer status

According to Piazza and Castellucci (2014), status can play multiple roles. One of them is
that social status can be seen as a transferable asset, so being in a relationship with a buyer
with a high status has a positive effect on the own status of the supplier.””* Building on the
idea of status being transferable, Castellucci and Ertug (2010) found in their study that
high-status firms can secure a greater effort in relationships with low-status firms. These
low-status firms are willing to do something extra for the high-status firms if they can
profit from the higher status.”” In return for the increase of status the low-status supplier
gets from interaction with a buyer with a high status, the supplier could give the buyer a
preferred customer status. So the supplier awards a preferred customer status in exchange

for an increase of its social status.

Another role status can play in a interfirm relationship is the role of intangible resource.
Status plays an important role in the formation and development of cooperative
relationships with other companies *’® The development of the relationship is necessary in
the process of becoming a preferred customer according to the steps of Nollet (2012).2”
This is in line with Perrow (1961), who stated that status of the buyer influences the

*7® These ideas also appear in other studies of

process of resource allocation by the supplier.
status. Patterson et al. (2014) stated that most researchers agreed that status can lead to
benefits.””” For example Podolny (1993) indicated that “a higher status leads to lower
transaction costs in forming syndicate and investor relations.””® Similar Washington &
Zajac (2005) argued that high status actors receive benefits that can not be explained by
their performance.”®' So, previous studies found that status can provide privileges, benefits
and also competitive advantages.”®” Since only high status firms can obtain these

privileges, benefits and competitive advantages, it is similar to preferred customers. The

7 See Piazza & Castellucci (2014) p. 301
7 See Castellucci & Ertug (2010) p. 149
7% See Piazza & Castellucci (2014) p. 303
77 See Nollet et al. (2012) p. 1190
7% See Perrow (1961) p. 341
7 See Patterson, Cavazos, & Washington (2014) p. 76
2 podolny (1993) p. 851
1 See Washington & Zajac (2005) p. 284
282 See Patterson et al. (2014) p. 75
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preferred customers also receive better treatment. Therefore, it can be hypothesised that

status could have an influence on a preferred customer status:

HI11: Having a high status as buyer has a positive impact on getting a preferred

customer status.

7.8 Supplier satisfaction leads to preferred customer status

In the existing literature, supplier satisfaction is seen as necessary condition for achieving a
preferred customer status.”® Scholars argue that satisfied suppliers allocate their best
resources to relationships, giving the buyers who satisfied them best a preferred customer

%% This view is supported by the social exchange theory; the

status over other buyers.
principal idea of this theory is that you will get back what you give. So the better a buyer is
able to fulfil the expectations of the supplier, which makes the supplier more satisfied, the
more the supplier will try to let the buyer feel the same. Thus the buyer who fulfilled the
expectations the most or satisfied the supplier best, has a higher chance of receiving a
preferred customer status. Vos et al. (2016) empirically supported this idea in their

research. They found a significant positive influence of supplier satisfaction on preferred

customer status.”® Therefore, it is hypothesised that:

H12: Supplier satisfaction has a positive impact on awarding a preferred customer

status to the buyer.

3 See Hiittinger et al. (2012) pp. 1202-1203
% See Hiittinger et al. (2012) p. 1203
%5 See Vos et al. (2016) p. 4613
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8. Methodology

8.1 The University of Twente, a special case

The research of this thesis is conducted at the University of Twente (UT). This university
was founded in 1961, opened in 1964 and was first mentioned as Technische Hogeschool
Twente (THT). It is called Universiteit Twente since 1986. The UT is a technical
university, but also offers degrees in non-technical studies. There are working around
3.000 professionals and researchers at the UT and the university has more than 9.000
students. The UT has almost 7.000 suppliers, of which 250 have a permanent contract. In

total the purchase volume is more than €77 million.

This study builds on the researches of Hiittinger et al. (2014)**® and Vos et al. (2016)**
and can be seen as a partially replication of these studies. Vos et al. (2016) points out that a
replication in combination with extending on that research can be very valuable for
obtaining new and more insights in a research field.®® This will increase the possibility to
generalise the results, as a greater population or populations under different circumstances
are tested. Hiittinger et al. (2014) tested the model with data collected at an automotive

manufacturer for direct procurement and Vos et al. (2016) collected data on indirect

%6 See Hiittinger et al. (2014)
7 See Vos et al. (2016)
%8 See Vos et al. (2016) p. 4621
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procurement of a chemical company.”*The context of this case is different. The University
of Twente is a public institution, which differs from a private company. First, instead of
maximising the profit, the goal is to maximise the value for the researchers and students.
But the biggest difference in the field of purchasing is that purchasing of public
organisation is directed by the government. When a public institution wants to purchase a
specific amount of work, service and/or supply, it has to follow given rules and procedures
most of the time. Since no previous study tested the concepts of supplier satisfaction and
preferred customer status at a public institution, this study will provide insights whether the

model is also applicable for public institutions.

8.2 Systematic literature search

A systematic literature search on the most important subjects was conducted as a start of
this thesis. The reason for this is to summarise the existing literature on these topics and to
provide a theoretical background on these concepts as a solid base for this empirical
research. There is been searched for articles about supplier satisfaction, preferred customer
status, power, conflict and status. In order to develop a good search strategy, recent articles
were used as a base to define the construct. The article of Hiittinger et al. (2012) is used as
basis for supplier satisfaction and preferred customer status. This article provides a
literature review of customer attractiveness, supplier satisfaction and preferred customer
status.”® The article of Johnson and Lacoste (2016)*°' was used as start of the search to

power and conflict and article of Piazzi and Casteluzzi (2015)*

is the starting point for
status. These articles provide a good view of the concepts and by that, a list of relevant
search terms was compiled. Using these search terms, an analysis of theory and literature
have been done in a structured manner in the Scopus-database. The found articles have
been assessed based on their title and abstract as useful or not. See table 5 for a summary
of the search results per search query. In addition to this structured search for literature via
Scopus, also other search engines were used in order to find articles that are not available
in the Scopus database (namely Google Scholar and Web of Science). Next to the articles
founded in this way, the strategy ‘backward and forward reference searching’” was used.

Backward reference searching involves identifying and examining the references or works

cited in an article. Forward reference searching is when a researcher identifies articles that

% See Vos et al. (2016) p. 4616
> See Hiittinger et al. (2012)
#! See Johnsen & Lacoste (2016)
92 See Piazza & Castellucci (2014)
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cite a particular article or work in a publication. The articles found with this strategy were
also examined based on their title and abstract. In this way the number of useful articles
founded was extended. In order to identify more literature that matches the level of
analysis of this study (inter-organisational relationships), also search terms in combination
with terms like ‘buyer-supplier relationship’ and ‘inter-organisational relationship’ have

been used.

Table 5. Literature search details

Search Initial Selection criteria Useful title ~ Useful abstract Final

"supplier satisfaction" 41 - 21 17 16
"preferred customer" 42 - 20 17 15
"power" 2.403.155 59* 34 16 14
"conflict" 257.306 86** 28 15 15
"status" 1.364.451 184%** 83 37 32

Notes: *=searched in "Business, Management and Accounting", limited to articles since 2012. **=added
"literature review" to the search query, searched for articles in "Business, Management and Accounting",
imited to articles since 2012. ***=searched for "organizational status" instead of "status"

8.3 Survey design and measures used

In order to test the hypothesis of this research, a questionnaire has been made. This
questionnaire is not only made for this study, it will be used by more scholars. The
questionnaire consists of five parts, regarding supplier satisfaction, preferred customer
status, relational aspects, other influences and general information. The first two parts of
the survey, regarding supplier satisfaction and preferred customer status, built on the
researches done by Hiittinger et al. (2014)*? and Vos et al. (2016)** and will provide extra
information for this research. A replication of the model of Vos et al. (2016) can be found
in Appendix B. The measures used for the supplier satisfaction and preferred customer
status questions are conducted from that research of Vos et al. (2016). Both power
measures, the use of coercive and the use of reward power, are adapted from the article of
Pulles et al. (2014). The measures of both reward and coercive power consist of four
questions each related to the respectively source of power.””” The measure of conflict
comes from the study of Kumar et al. (1992) and consists of three questions.”***7 In order

to operationalise conflict resolution, the measure of Benton and Maloni (2005) is used. The

% See Hiittinger et al. (2014)
% See Vos et al. (2016)
¥ See Pulles et al. (2014) p. 25
% See Kumar, Stern, & Achrol (1992) p. 252
#7 1t can be discussed that the measure of conflict is actually a measure of ‘level of relational conflict’. For
readability purposes, further on in this thesis, there will be referred to ‘conflict’ while ‘level of relational
conflict” would even better fit the operationalisation.
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measure of Benton and Maloni is adopted in its entirely and consists of three questions.?*®

The operationalisation of status was more difficult, because it is not been used in the in the
existing literature on an inter-organisation level in the same way as this research uses it.
Therefore, the measurement of Torelli et al. (2014) was implemented. The questions
originally were made for measuring the status of individuals, but are also suitable in this
case. This measurement consist of five questions and includes for example aspects like
admired by others and having a high prestige.””” Four out of five questions are used,
because two questions are very similar. All the measures used in this study are presented in
Appendix C. All items are measured on a five-point Likert scale ranging from ‘strongly
disagree’ to ‘strongly agree’. In addition to the dependent and independent variables of this
research, the survey includes also questions about characteristics of the supplier and

relational characteristics, such as supplier size and the length of the relationship.

8.4 Data collection and sample

The quantitative data for this study is collected in collaboration with the purchasing
department of the University of Twente. The University of Twente has 6.679 suppliers, but
not all these suppliers are suitable for this study. Only suppliers were the university has
spent at least €10.000 in 2015 are included in this research. This threshold is used in order
to eliminate the smaller suppliers from the sample who just sold to the university on one
instance and did not build a relationship. Due to this threshold, there were 618 suppliers
left. The purchasing department did not have a list with the contact details of all their
suppliers, they only could provide a list with the contact details of 119 contracted
suppliers. The contact details of the remaining 499 suppliers were found on the websites of
them. Through this, the majority of e-mail addresses were in the form of
info@companyX.com. Early July 2016, the questionnaire was sent via e-mail to these 618
suppliers. In the next weeks, three reminders were sent to the suppliers and the suppliers
with known phone numbers and contact person were called to encourage participation.
After about four weeks, 85 useable responses were collected. This gives a response rate of
13,8 percent. There is not an agreed norm for the response rate, however the common
response rate usually fluctuates between 15% and 25%.°* So the response rate of this
research is a bit lower than average. The low response rate can be explained by several

possible reasons. First, the absence of a contact person and by that a personal e-mail

% See Benton & Maloni (2005) p. 8
% See Torelli, Leslie, Stoner, & Puente (2014) p. 40
3% See Vos et al. (2016) p. 4621
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address for most of the suppliers. This is shown by the difference in response between the
two groups: 38,2 percent of the suppliers with a personal e-mail address responded, while
only 10,3 percent of the other group responded. Second, the period of data collection
coincided with the summer holiday period. A third possible reason is the length of the
survey. The estimated duration of the survey was thirty minutes and this probably has
discouraged a lot of suppliers to fill it in. Since 85 responses is too low, there has been
done a second round of data collection. The questionnaire was shortened and was sent after
the holiday period, so that two potential reasons for a low response rate with the first round
data collection were eliminated. This time the questionnaire was sent to 207 suppliers,
which were also part of the first round but did not filled the questionnaire in that time. By
this, nineteen additional responses were collected, what makes a total of 104 useable

responses. Table 6 gives an overview of several characteristics of the respondents.

Table 6. Characteristics of sample

1. Lenght of relationship 2. Number of employees 3. Region of respondent
<5 years 231% <10 31,7%  Enschede 21,2%
5 - 10 years 37,5% 10-50 26,9%  Twente 16,3%
11 - 20 years 23,1%  51-250 24,0%  Overijssel 2,9%
> 20 years 14,4%  251-1000 6,7%  Nederand 49 0%
Not specified 1,9% >1000 8,7%  Europe 8,7%
Not specified 1,9% Rest of the world 1,9%
4. Industry of respondent
Primary sector (Basic industry, e.g. mining & farming) 1,0%
Secundary sector (Industrial sector, e.g. industry, energy-/waterutilities, construction) 26,9%
Tertiary sector (Service sector, e.g. logistics, retail, cleaning, repair, insurance) 38,5%
Quatemary sector (Information sector, e.g. economic/tax consultant, IT-services, engineers, lawyers) 31,7%
Unknown 1,9%

A general concern for survey studies is the non-response bias, which relates to the
difference between the answers of the respondents and from those who did not responded.
Thereby, the collected answers do not represent the view of the whole sample, which is an
important condition to be allowed to generalise the sample to the population.301 Based on
the assumption that the responses of late respondents represents the responses of non-
respondents, the answers of the first 25 percent respondents are compared to the last 25

302

percent respondents.”~ The means of their answers on all single questions used in this

research are compared using an independent T-test. The results did not show any

3% See Armstrong & Overton (1977) p. 396)
392 See Pulles et al. (2016) p. 134
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significant difference between the early and late respondents at p < 0.05 (see appendix D).
Since the late respondents group consists of the seven last respondents of the first survey
and the nineteen respondents of the second survey, also the first nineteen of the first
questionnaire are compared with the respondents of the second questionnaire. This test
shows one significant difference, only on the item ‘Rewardpower4’ the two groups scored
significant differently. In addition, also the means of the revenue from the University of
Twente of the respondents who did participate and who did not participate are compared
based on the spend of the university of 2015. First, it was checked whether the revenue was
normally distributed. This was not the case, since the skewness and kurtosis are not close
to zero (respectively 5.81 and 37.95). For that reason, a nonparametric test was performed.
This test found a significant difference between the average revenue of the two groups, the
revenue of the suppliers who participated is significantly higher (see appendix E). Thereby,
the non-response bias could have an impact on the results. This should be taken into

account when generalising the results.

8.5 Statistical method

The obtained data via the survey was empirically tested through Partial Least Squares
(PLS) path modelling, using the SmartPLS 3.0 software of Ringle et al. (2015). **® This
statistical method allows to test whole models (in which a variable is both independent and
dependent) consisting of cause-effect relationships with latent variables. This not possible
with a regression, a regression only allows to test a model with one dependent variable.
According to Henseler and Sarstedt (2013), there are four advantages of using the method
PLS path modelling, what makes this method very popular among scientist and
practitioners.’® The first advantage is that PLS path modelling makes no assumptions

305

about the tested population or scale of measurement™ ", which makes it can be used also

when the distributions are highly skewed.”®® The second one is that this method of

1.3°7 The reason for this is that

analysing can be used even when the sample size is smal
PLS path modelling test the separate subparts of the model by ordinary least squares, so the
complexity of the overall model will be barely influenced by a small sample size.*”®

Further, the development of modern software with graphical user-interfaces and open

3% See Ringle, Wende, and Becker (2015)
% See Fornell & Bookstein (1982) p. 443; Henseler and Sarstedt (2013), p. 566
*% See Fornell and Bookstein (1982), p. 443;cited by Henseler and Sarstedt (2013), p. 566
3% See Bagozzi & Yi (1994; cited by Henseler and Sarstedt (2013), p. 566
397 See Chin and Newsted (1999), p. 314
3% See Fornell & Bookstein (1982) p. 443; Henseler and Sarstedt (2013), p. 566
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packages of PLS path modelling has improved the use of the method.*” And last, PLS path
modelling is preferred over covariance-based SEM when the number of variables is high in
relation to the number of observations and where the number of indicators per latent
variable is low.’'® Besides that, non-normality of the sample does not affect the results
when PLS path modelling with SmartPLS is used. Some additional descriptive statistics
and analyses are done with IBM SPSS 223!

8.6 Data structure quality assessment and model validity and reliability

First, a factor analysis is performed to control if the used items to measure a certain
construct indeed measure the same. The factor loadings of the components were retained
with a principal component analysis (PCA), as well as the unique variance of the items on

312

their intended components.” © The PCA is conducted with the default options for both

Varimax and Oblique (Delta = 0) rotations. Based on the eigenvalue greater than 1, the
PCA extracted the expected seven factors. The individual loadings need to be 0.55.°"
Results show loadings of the items on the intended factors of higher than 0.55 for all of the
Oblique solutions and Varimax solutions (see Appendix F), except for one conflict
resolution item (ConflictResolution2). This item is placed in the same factor as the items of
conflict. This mean that this item did not measure the same as the other items of conflict
resolution and therefore this item is left out further analysis. The communalities for each
individual item are all above 0.50,the factor averages are all above 0.60 and the total

average is above 0.70. When the communalities are high, a factor analysis will be able to

accurately recover factors. This is also the case when sample size is relatively small.*'*

The next step is to check the reliability and validity of the indicators and the latent factors.
This is done in SmartPLS by running the model (bootstrapping 5000). The reliability of the
indicators is assessed by the outer loadings of each individual indicator. According to
Hulland (1999), the minimum loading of each indicator has to be 0.7 to accept the
indicators. This mean that “there is more shared variance between the construct and its
measure than error variance.”'> One indicator of reward power (RewardPowerl) scores

way too low, only 0.292. Therefore, this indicator is left out of this study. When this

% See Fornell & Bookstein (1982) p. 443; Henseler and Sarstedt (2013), p. 566.
*1% See Henseler and Sarstedt (2013), p. 566.
*!! See IBM-Corporation (2014
312 See Petter, Straub, and Rai (2007), p. 641
*13 See Tabachnick & Fidell (2007)
3% See MacCallum, Widaman, Preacher, and Hong (2001), p. 634
313 Hulland (1999), p. 198
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indicator is left out, each indicator has a loading higher than 0.7, what means that the
indicators can be considered as reliable as a measure for the respectively construct (see
table 7). To assess the internal consistency of the constructs, composite reliability is used.
This measure is suggested as a replacement for Cronbach’s alpha, since Cronbach’s alpha
tends to provide conservative measures in PLS-SEM.’'® The values for composite
reliability should be higher than 0.7 or higher than 0.6 if the research is exploratory.’'’
Table 7 shows that the values for each construct is higher than the threshold, which
indicates that the internal consistency of all constructs can be considered as reliable. The
validity of the constructs has also to be assessed to ensure the constructs indeed measure
what they intend to measure and thus are free from systematic measurement error. To
evaluate the validity of the constructs in a good way, two subtypes of validity will be

employed: the convergent validity and the discriminant validity.*'®

The convergent validity
examines if a factor is unidimensional, so that the measures of a construct are related.’"’
The measure used to assess the convergent validity is the average variance extracted
(AVE). An AVE higher than 0.5 is considered as acceptable, according to Bagozzi and Yi
(1988).>*° Table 7 shows that the AVE for each construct is higher than 0.5, so all these

values of AVE are high enough, using the threshold of Bagozzi and Yi(1988).

*16 See Bagozzi & Yi (1988) p. 82; Hair, Sarstedt, Ringle, & Mena (2012) p. 423 Wong (2013) p. 22
*'7 See Bagozzi & Yi (1988) p. 82
*!% See Sarstedt & Mooi (2014); cited by Henseler, Ringle, & Sarstedt (2015) p. 115
319 See Henseler, Hubona, & Ray (2016) p. 11
320 See Bagozzi & Yi (1988) p. 82
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Table 7. Reliability and validity (1)

Indicator Outer loading Composite reliability Convergent Validity (AVE)

SupplierSatisfactionl 0.859
SupplierSatisfaction2 0.876

Supplier satisfaction  SupplierSatisfaction3 0.867 0.939 0.753
SupplierSatisfaction4 0.880
SupplierSatisfactionS 0.858
PreferredCustomerStatus1 0.860
PreferredCustomerStatus2 0.887

Preferred customer status PreferredCustomerStatus3 0.842 0.918 0.691
PreferredCustomerStatus4 0.789
PreferredCustomerStatus5 0.771
Conflictl 0.921

Conflict Conflict2 0.925 0.951 0.866
Conflict3 0.944
. . ContlictResolutionl 0.787

Conflict Resolution ConflictResolution3 0.962 0.870 0.772
Status1 0.892
Status2 0.906

Status Status3 0.955 0.962 0.863
Status4 0.962
RewardPower2 0.720

Reward Power RewardPower3 0.975 0.865 0.686
RewardPower4 0.767
CoercivePowerl 0.764

Coercive Power - ocreivePower2 0919 0.915 0.731
CoercivePower3 0.877
CoercivePower4 0.853

The discriminant validity assesses if the measure of a construct is statistically different

from the measurements of the other constructs.>?!

Multiple methods are used to assess the
discriminant validity. The Fornell-Larcker criterion and the heterotrait-monotrait (HTMT)
ratio of the correlations between the latent variables are used. The method of Fornell and
Larcker (1981) assumes good discriminant validity when the square roots of AVE in each
latent variable is higher than the correlation coefficients with the other constructs.’*> Table
8 shows that no correlation coefficient is higher than the square roots of AVE. The HTMT-
approach is introduced by Henseler et al. (2015) after they showed that the traditional
methods do not “reliably detect the lack of discriminant validity in common research
situations.”* In order to assess discriminant validity, the HTMT ratio can be used in two

ways: namely as criterion or as statistical test.’**

Both methods will be used. Using the
HTMT ratio as a criteria, the value of it needs to be below a certain threshold. The

literature suggest to use either 0.85 or 0.90 as the level of the threshold.** Table 9 shows

2! See Hair (2010)
322 See Fornell & Larcker (1981)
3 Henseler et al. (2015) p. 115
324 See Henseler et al. (2015) p. 121
325 See Henseler et al. (2015) p. 121
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the values of the HTMT ratio for all variables compared to each other (see bottom-left
corner of the table). All scores are lower than the threshold (either 0.85 or 0.90), so this
result support discriminant validity. The HTMT ratio can also be used as a statistical test to
assess discriminant validity. Confidence intervals are created for the HTMT for each
relation between two latent variables. This method assumes discriminant validity when the
null hypothesis is accepted; HO: HTMT > 1. This means that if the value ‘1’ lies within the
confidence interval, discriminant validity can not be guaranteed. But if the value ‘1’ lies
outside of this interval, the two variables are considered as empirically distinct.”*® The
values of the confidence intervals are shown in table 9 (in the top-right corner), showing
that none of the relations have a confidence interval including the value ‘1°. Also this
method supports discriminant validity. Both convergent and discriminant validity are well
established. Last, the model fit has to be assessed. This can be done by looking at the value
of the standardised root mean square residual (SRMR). A cut-off value of 0.10 is seen as
an adequate threshold to assess the model fit, although a score below 0.08 is seen as

better.’?” The SRMR value of this model is 0.097, so model fit can be accepted.

326 See Henseler et al. (2015), p. 122
327 See Henseler et al. (2014), cited by Vos et al. (2016) p. 4617
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Table 8. Means, Standard Deviations, and Correlations of the Constructs

M SD 1 2 3 4 5 6 7
1 Coercive power 1.82 0.88 0.85
2 Conflict 1.33 0.70 0.34 0.93
3 Conlflict resolution 3.14 1.10 -0.02 0.05 0.88
4 Preferred customer status  3.19 0.85 -0.07 -0.15 0.01 0.83
5 Reward power 1.98 0.88 0.67 0.15 -0.06 0.00 0.83
6 Status 4.07 0.72 -0.26 -0.33 0.16 0.40 -0.12 0.93
7 Supplier satisfaction 4.23 0.74 -0.34 -0.48 0.18 0.50 -0.20 0.54 0.87

M = mean; SD = standard deviation; bold elements on the diagonal represent the square roots of the AVE; off-diagonal elements are
correlations between the constructs.

Table 9. Reliability and validity (2)

Construct 1 2 3 4 5 6 7 8 9 10
1 Coercive power - 0.09-0.65 0.07-0.28 0.10-0.49 0.13-0.51 0.05-0.43 0.09-0.33 0.65-0.87 0.10-0.49 0.16-0.58
2 Conflict 038 - 0.06-0.31 0.03-0.76 0.19-0.79 0.11-0.65 0.06-0.50 0.07-0.41 0.05-0.65 0.19-0.79
3 Conlflict resolution 0.08  0.08 - 0.01-0.54 0.02-0.28 0.03-0.29 0.08-0.32 0.06-0.34 0.06-0.41 0.10-0.41
4 Moderating effect conflict resolution 028 0.14 0.11 - 0.02-0.73 0.01-0.58 0.08-0.47 0.07-0.35 0.04-0.47 0.07-0.46
5 Moderating effect status (coercive power) 0.35  0.58 0.03 0.30 - 0.40-0.87 0.05-0.39 0.05-0.34 0.05-0.52 0.10-0.52
6 Moderating effect status (reward power) 0.22 0.44 0.10 0.15 0.74 - 0.04-0.32 0.04-0.30 0.03-0.45 0.06-0.40
7 Preferred customer status 012  0.17 0.12 0.28 0.20 0.08 - 0.11-0.32 0.25-0.60 0.38-0.71
8 Reward power 0.77  0.17 0.09 0.20 0.14 0.07 0.13 - 0.07-0.35 0.13-0.44
9 Status 029 0.35 0.19 0.26 0.31 0.23 0.44 0.13 - 0.38-0.73
10 Supplier satisfaction 0.38  0.53 0.21 0.24 0.30 0.10 0.55 0.22 0.58

Notes: bottomleft corner holds HTMT-scores for the relationship between the variables on both axes. Topright corner holds HTMT confidence intervals of
the relations between variables of both axes.

9. Results

9.1 Results of the partial models
In order to get more insights into the relationships between the social variables and

supplier satisfaction, as a first step the results are obtained for three different models. The
first model tests the effects of both coercive and reward power on supplier satisfaction. The
second model adds the relationship between conflict and supplier satisfaction. The third
model includes the moderating effects of status between both power sources and supplier
satisfaction and the moderating effect of conflict resolution between conflict and supplier
satisfaction. By testing a moderating effect in SmartPLS 3.0, it is also necessary to include
the direct effect of the moderator to the dependent variable. Therefore, also the direct
effects of status and conflict resolution on supplier satisfaction are included. The most
important outcomes of the PLS path model are the R? values of the endogenous
(dependent) variables and the level and significance of the path coefficients.”*® The R?
indicates the proportion of variance explained in the endogenous latent variable by the

explaining latent variables. R? values above 0.75, 0.50 and 0.25 can be considered as

328 See Hair, Ringle, & Sarstedt (2011) p. 147
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substantial, moderate and weak, respectively. These outcomes of the partial models will be
discussed. The results of these models can be found in table 10. In the first model, the
effect of coercive power on supplier satisfaction is significant. The impact of reward power
is on the other hand not significant. These two variables account for thirteen percent of the
variance in supplier satisfaction (R? = 0.13). When adding the relationship between conflict
and supplier satisfaction (model II), the impact of coercive power is weakened and no
longer significant. In this model, only conflict has a significant effect on supplier
satisfaction. The R? increases to 0.29 and can be considered as weak. In the third model,
both the effects of coercive and reward power on supplier satisfaction reduce and are still
not significant. The impact of conflict on supplier satisfaction even strengthens slightly and
is again significant. Also the direct effect of both conflict resolution and status on supplier
satisfaction are significant. Only the moderating effect of status between reward power and
supplier satisfaction is significant. This is a negative effect, which means that the higher
the status, the less effect reward power has on supplier satisfaction. In this model the R?

has increased to 0.52, which is a moderate score .

Table 10. Results of the partial models

Independent variable PLS (modelI) PLS (modelIl) PLS (model III)
Power

Coercive power -0.294 (2.01)* -0.129 (n.s.) -0.054 (n.s)
Reward power -0.090 (n.s.)  -0.120 (n.s.) -0.041 (n.s.)
Atmosphere

Contflict -0.425 (2.79)** -0.489 (4.22)**
Conflict resolution 0.177 (1.93)*
Status 0.313 (3.54)**
Moderating effects

Status-Coercive power 0.040 (n.s.)
Status-Reward power -0.280 (2.04)*
Conflict Resolution-Conflict 0.218 (n.s.)

R? 0.13 0.29 0.52

Path coeflicients (t-values) *p < 0.05, **p < 0.01, n.s. = non significant.
9.2 Results of the full model
In order to test the hypotheses of this study, the full model is calculated by SmartPLS 3.0.
The model is bootstrapped with 5.000 subsamples and tested on a significance level of 0,05

with a one-tailed test type. This is done because the coefficient is expected to have a sign
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(either positive or negative), as reflected in the hypotheses.*”’ As already stated, the most
important outcomes of the PLS path model are the R? values of the endogenous
(dependent) variables and the level and significance of the path coefficients.”>" In this
model, supplier satisfaction, preferred customer status, conflict and conflict resolution are
endogenous variables. Supplier satisfaction has a R? value of 0.523, which can be regarded
as moderate. The R? value of preferred customer status is 0.280 and this value can be
considered as weak. The R? values of conflict and conflict resolution are very low,
especially the value of conflict resolution, respectively 0.119 and 0.003. Next, the path
coefficients are evaluated on strength and significance. If a coefficient is significant, the
hypothesised direction of a relationship is empirically supported®' and this result can be

332 The path coefficients are presented in the

generalised from sample to a population.
model with results below (see figure 4) and in table 11. Both the relationships between
coercive power and supplier satisfaction (H1: t= 0.5320; p = -0.06; > = 0.004) and reward
power and supplier satisfaction (H2: t= 0.243; p = -0.03; 2= 0.001) are not even close to a
significance level with P-values above 0.5. Coercive power (H3: t=2.610; B = 0.38; > =
0.093) is found to have a significant positive impact on conflict at an alpha-level of 0.01,
while the negative influence of reward power (H4: t= 0.446; B = -0.05; 2 = 0.002) is not
supported. Both coercive power (HS: t= 0.229; B = 0.03; 2 = 0.001) and reward power
(H6: t=0.438; B = -0.07; £ = 0.003) are found to have no significant impact on conflict
resolution. Hypothesis 7 (Conflict has a negative impact on supplier satisfaction) is
supported at an alpha-level of 0.01 (H7: t=3.981; f =-0.50; £2 = 0.249). There is not found
any empirically evidence for the moderating effect of conflict resolution on this
relationship (H8: t=1.201; B = 0.22; f> = 0.081), as well as for the moderating effect of
status on the relationship between coercive power and supplier satisfaction (H9: t=0.222;
= 0.03; £2=0.001). On the other hand, the moderating effect of status on the relationship
between reward power and supplier satisfaction is found to be significant (H10: t=1.952; B
= -0.27; 2 = 0.071), although this effect is negative instead of positive as hypothesised.
This is because the impact of reward power on supplier satisfaction is not positive as
expected, but turns out to be negative. Next, the relationship between status and preferred
customer status (H11: t=2.204; B = 0.19; £2=0.035) is significant at an alpha-level of 0.01.
The same applies for the last hypothesis (H12: t= 4.726; B = 0.40; 2 = 0.160), the

%% See Kock (2015), p. 1
30 See Hair et al. (2011) p. 147
3! See Hair et al. (2011) p. 147
332 See Henseler et al. (2016) p. 11
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relationship between supplier satisfaction and preferred customer status is also supported at
an alpha-level of 0.01. This is in line with the finding of Vos et al. (2016) and thus this
relationship is successfully replicated. A full replication of their improved model can be
found in appendix B. In addition, their model is extended with the variables and

relationships of this research. The outcome of that model is shown in appendix G.

The effect of coercive power on supplier satisfaction is found to be no longer significant
when conflict is included in the model. However, the effect of coercive power on conflict
is significant, even as the effect of conflict on supplier satisfaction. Hence, it seems to be
the case that conflict mediates the relationship between coercive power and supplier
satisfaction. To check whether this mediation role of conflict between coercive power and
supplier satisfaction is significant, a procedure that explicitly tests this effect is used.
According to Rungtusanatham et al., this is a better procedure than the use of an implicit

333

test (e.g. Sobel test).””” Their suggestion is to make a percentile bootstrap confidence

334 The results show that indirect effect of coercive

interval out of the bootstrapped sample.
power on supplier satisfaction through level of conflict is significant (95% confidence
interval of -0.40 to -0.04). Therefore, it can be concluded that conflict performs as a full
mediator between coercive power and supplier satisfaction. When testing moderating
effects in SmartPLS 3.0, it is necessary to also include the direct effect of the moderator in
the model. Thereby, also the direct effects of status and conflict resolution on supplier
satisfaction are tested. It is found that status has a significant effect on supplier satisfaction
(t= 2.095; B = 0.17; £2 = 0.046). Also the relationship between conflict resolution and
supplier satisfaction is significant (t= 2.078; f = 0.24; > = 0.096). These two relationships

are significant at an alpha-level of 0.05.

33 see Rungtusanatham, Miller, & Boyer (2014) p. 102

3 See Rungtusanatham et al. (2014) pp. 104-105
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Figure 4. Results from PLS path modelling

Table 11. Bootstrap and effect statistic of the model (bootstrap samples = 5000)

B SE t f2
H1 Coercive Power -> Supplier Satisfaction -0.059 0.112 0.530 0.004
H2 Reward Power -> Supplier Satisfaction -0.030 0.122 0.243 0.001
H3 Coercive Power -> Conflict 0.378 0.145 2.610 0.093
H4 Reward Power -> Conflict -0.054 0.121 0.446 0.002
HS Coercive Power -> Conflict Resolution 0.031 0.135 0.229 0.001
H6 Reward Power -> Conflict Resolution -0.068 0.155 0.438 0.003
H7 Conflict -> Supplier Satisfaction -0.497 0.125 3.981 0.249
H8 Moderating Effect Conflict Resolution on Conflict-SS -> Supplier Satisfact 0.223 0.186 1.201 0.081
H9 Moderating Effect Status on CP-SS -> Supplier Satisfaction 0.029 0.133 0.222 0.001
H10 Moderating Effect Status on RP-SS -> Supplier Satisfaction -0.268 0.137 1.952 0.071
H11 Status -> Preferred Customer Status 0.188 0.085 2.204 0.035
H12 Supplier Satisfaction -> Preferred Customer Status 0.403 0.085 4.726 0.160

Notes: p = standerdised coefficent beta; SE = standard error of B; t = t-statistic; f> = effect seize of variance explained by predictor; * = p < 0.05 (one
sided); ** = p < 0.01 (one-sided).

10. Discussion and implications

10.1 Discussion of the results

The goal of this thesis is to explore the effects of the major sociological constructs on
supplier satisfaction and preferred customer status. It is found that the use of coercive
power does not have a direct significant effect on supplier satisfaction. However, it has a
significant indirect effect on supplier satisfaction which conflict mediates. Since most other
scholars already found a direct effect of coercive power on satisfaction, this finding is

unexpected. But there are more studies that did not succeed in finding a significant
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relationship between the use of coercive power and satisfaction.*®> This could indicate that
the relationship between these two is influenced by a moderating variable. Kiyak et al.
(2001) found that resistance moderates between coercive power and satisfaction, this could

be the explanation for not finding a significant effect.**°

Another explanation could be that
there is just no direct relationship between coercive power and supplier satisfaction.
Coercive power could have only indirect effects on the level of satisfaction by a mediator,

like conflict.

The results show that reward power does not affect supplier satisfaction or conflict
significantly. This result is unexpected, since other scholars already found relationships
between reward power and (supplier) satisfaction or conflict. But some studies also did not
found a significant effect of the use of reward power on satisfaction. Again, this could
indicate an influence of a moderating variable. It could also be the case that the use of
reward power itself is not enough to produce satisfaction, but may strengthen the effects of
other variables. Another possible reason is that the reward itself might not match the
expectation of the supplier, what leads to less satisfaction.””” According to Blau (1964),
"Regular rewards create expectations that redefine the baseline".”® Another possible
explanation for the non-significant results of the use of reward power could be that the
University of Twente can not reward its suppliers in most cases, since it has to comply to

certain procurement rules and procedures.

There is also no significant effect found between both sources of power and conflict
resolution. It might be that the past does not influence the way of resolving a conflict. So
the use of power before a conflict does not influence the resolution of it, only when the use
of power actually is used as a strategy to resolve a conflict it has an impact. Other scholars
found that persuasive attempts to solve a conflict are more constructive than the use of

coercive power.>>’

This study found a significant relationship between conflict and supplier satisfaction. This
is in line with other studies.’** The main reason for this relationship is that a conflict has a

negative impact on both the economic and social outcome. On the other hand, there is no

333 See Kiyak, Roath, & Schatzel (2001) p. 23; Rawwas, Vitell, & Barnes (1997) p. 57
336 See Kiyak et al. (2001) p. 23
37 See Gaski & Nevin (1985) p. 138
3% Blau (1964) p. 117
339 See Mohr & Spekman (1994) p. 139
30 See Gaski (1984); Jehn (1994) p. 223
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evidence found for the moderating effect of conflict resolution on the relationship between
conflict and supplier satisfaction. This is surprising, since several scholars already found
that there are dysfunctional and functional conflicts.**' A possible explanation for this
result is that conflict resolution as a moderator is not a good measure for making this
distinction. This assumption is supported by the results, which show a direct positive effect
of conflict resolution on supplier satisfaction. The construct of conflict resolution has some
similarities with functional conflict, while the measure of conflict could be explained as
dysfunctional conflict. Since both have a significant effect on supplier satisfaction, the idea

of two different kinds of conflicts is supported.

The moderating effect of status on the relationship between the usage of coercive power
and supplier satisfaction is not supported. This is not in line with studies on interpersonal
relationships, where interaction effects are found between status and power. It could be the
case that this does not apply to the use of coercive power in inter-organisational
relationships. Also the low usage of coercive power by the University could be an
explanation. On the other hand, the moderating effect of status on the relationship between
the use of reward power and supplier satisfaction is supported. This moderating effect is
not positive as expected, the reason for this is that the effect of reward power in supplier
satisfaction turns out to be negative instead of positive. This moderating effect means that
the negative impact of the use of reward power on supplier satisfaction is smaller when the
buyer has a higher status. This finding is in line with studies on interpersonal relationships
which found that a higher status alleviates the negative effect of power. Having a high
status is found to have a significant effect on becoming a preferred customer. This also
indicates that when the buyer has a low status, it would be more difficult to receive a
preferred customer status. An important reason for this is that a high-status actor can get
greater effort from lower-status actors. The relationship between supplier satisfaction and
preferred customer status is supported. This is in line with the results of the empirical study

of Vos et al.(2016).>*

10.2 The implications
The practical implications of this research are twofold. First, the findings of this study
prove again the positive impact of supplier satisfaction on becoming a preferred customer.

This highlights the importance of satisfying the suppliers as a buyer, since it is an

31 See Jehn (1994); Amason (1996)
32 See Vos et al. (2016) p. 4618
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important factor for gaining a competitive advantage due purchasing. Companies need to
be aware of this and do their best to satisfy their strategic most important suppliers in order
to receive a preferential treatment of them. Secondly, the findings show that social factors
also play a role in supplier satisfaction and preferred customer status. This means that also
a buyer who economically can not offer very much, still can satisfy its suppliers and
become a preferred customer. This research found that high-status buying firms can benefit
from their rank through increased satisfaction and a higher chance of becoming a preferred
customer. This also means that low-status buying firms should try to increase their status to
get the same benefits. Besides that, conflict impacts supplier satisfaction in different ways.
A dysfunctional conflict has a negative influence on supplier satisfaction, while the impact
of a functional conflict is positive. This indicates the importance of managing a conflict, in
order to satisfy the suppliers a firm must ensure that a conflict will be functional. Hereby,
the level of satisfaction of the supplier will be higher and the chance of becoming a

preferred customer will be increased.

While the practical implications point out the interest of the findings of this research for
firms, the theoretical implications refer to the impact on the literature. This study provides
more data and insight in the concepts of supplier satisfaction and preferred customer status.
It is found that conflict fully mediates the relationship between coercive power and
supplier satisfaction. So, coercive power appears to reduce the level of satisfaction of
suppliers only when it causes conflicts in the relationship. In contrast to past studies which
studied only a direct link between coercive power and satisfaction, this research
emphasised the need to explore the relationship between coercive power and satisfaction in
more detail. Further, the research showed that the status of the buyer plays indeed a big
role in buyer-supplier relationships. It is found that the buyer’s status has a direct impact
on supplier satisfaction and preferred customer status. Also it negatively moderates the
negative effect of reward power on supplier satisfaction. Besides that, this study once again
supports that conflict is a multidimensional construct, with a dysfunctional and a functional
part. That makes it important to find the different effects of conflict and what ensures that a
conflict becomes functional. Although most scholars already recognised conflict as a
multidimensional construct, research on the different effects of dysfunctional and
functional conflicts on inter-organisational relationships are limited. This is the first study

that tested the effects of both types of conflict on supplier satisfaction as far as known. The
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results indicate that the two types have a different impact on the level of satisfaction of

suppliers.

11. Limitations and future research

11.1 Limitations of this research

The first limitation is the low sample size. Although the sample size is above the general
accepted threshold of one hundred, this number may still be too low to test a complicated
model with this many relationships. Also generalising of the findings to the entire
population is hard with this sample size. Besides that, also a non-response bias of
unsatisfied suppliers can have an impact. Although the disclaimer of the questionnaire
explicitly stated that the questionnaire could not be used as a marketing tool, it is possible
that unsatisfied suppliers did not fill in the questionnaire. Besides this, it is also found that
the revenue of the participated suppliers is significant higher than the revenue of the
suppliers who did not fill in the questionnaire, what indicates a non-response bias. This
calls for caution when generalising the results. Another limitation is that the questionnaire
might not have fit the context of the research. The model and corresponding survey of Vos
et al. (2016) was designed to suit for a production- or industry-setting, while in this study it
is used in a mostly service-oriented organisation: an university. There were comments on
the technical focus of the questionnaire, that some questions were not applicable to the
certain supplier. Even though the main research model does not use variables which
questions were ‘unanswerable’, the fact that suppliers deem the questionnaire not fitting
might induce some bias to the rest of the questions. The third limitation is that the
operationalisation of conflict resolution is not very good. Looking at the questions, they do
not measure exactly conflict resolution. It is more focussed on the outcome of discussions.
Finally, the research did not match the case entirely. It is found that the University of
Twente did not use a lot of power, which is an important part of this research. The means
and standard deviation of coercive power is 1.83 and 0.88 and reward power has a mean of
1.98 and a standard deviation of 0.88. A possible explanation for this is that a public
institution has to follow predefined procedures and rules most of the time, which limit the
possibilities to use power. Also the mean and standard deviation of conflict was very low,
namely 1.33 and 0.70. The low usage of power and absence of conflicts is far from ideal

for this research and does influence the overall results.
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11.2 Future research possibilities

This research found a new antecedent for both supplier satisfaction and preferred customer
status. Especially the finding of the influence of status on preferred customer status is
interesting, since only supplier satisfaction was found to have a significant impact. These
findings encourages the search for more antecedents of both concepts. This could lead to
generally accepted directives for satisfying suppliers and becoming a preferred customer.
The findings of this study show that social concepts do have an impact on supplier
satisfaction and preferred customer status. Therefore, other social construct are also
possible drivers of supplier satisfaction and preferred customer status. Since the tested
sources of power do not have a direct significant effect on supplier satisfaction, only a
significant indirect effect of coercive power is found it would be interesting to study the

effects of the other sources of power on supplier satisfaction.

It is found that conflict resolution does not moderate the relationship between conflict and
supplier satisfaction. By that, it is not a good way of making a distinction between
dysfunctional and functional conflicts. But since conflict resolution has a direct positive
significant effect on supplier satisfaction, it is likely that dysfunctional and functional
conflicts both exist and impact satisfaction in a different way. It would be interesting to
study this in a model with dysfunctional conflict and functional conflict are both included
as a own variable. A potential way to do this is to use task conflict as functional conflict
and relationship conflict as dysfunctional conflict.>*’ Original, these constructs are applied
on interpersonal relationships. The measures are therefore made for this kind of

344

relationship.”™ However, with a few adjustments this measure could also become

applicable for inter-organisational relationship. For instance, Rose and Shoham (2004)

used these two types of conflict in their study to inter-organisational conflicts.**’

Since status is found to impact both supplier satisfaction and preferred customer status, it
would be interesting to get more insights into the concept. At the moment, the
understanding of organisational status is limited, and needs to be studied more. Especially,

research to explore the antecedents of status is necessary.

Besides this, it would be interesting to not only measure the supplier satisfaction with the

entire relationship, but also split the concept in a social and economic part. By doing so,

3 See Jehn (1995) p. 258
3 See Jehn (1994)
3 See Rose & Shoham (2004) p. 946
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the exact impact of variables on supplier satisfaction would become more clear. It will also
provide more insight in the contribution of the social and economic part on the total

satisfaction.

Another interesting possibility for future research is to study the relationship between
supplier satisfaction and preferred customer status from the perspective of the suppliers.
This will give more insights in how suppliers differentiate between buyers and what are
important factors for them to award a preferred customer status. This can examine whether
economic factors or social/relational factors are more important for a supplier. This makes
it also possible to study the influence of status difference between buyers instead of only
the status difference between buyer and supplier. This will show whether a firm also
requires, next to a high status, a higher status than the other buyers to become a preferred

customer.
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- Competitive paper -

Abstract

Supplier satisfaction is seen as a necessary condition to receive preferred customer status from
suppliers. This study examines the influence of three major social concepts (i.e. conflict, power
and status) on supplier satisfaction. Data from 100 suppliers of a Dutch public organisation
suggests that the use of coercive power has an indirect effect on supplier satisfaction, mediated
by conflict. Also, higher buyer status increases the chance of having satisfied suppliers and
decreases conflicts. Future research should further deepen our understanding of the impact of
conflict on the relational atmosphere between buyers and suppliers and the role of status in this.

Keywords: supplier satisfaction; coercive power; conflict; status; buyer-supplier relationships.

Introduction: Conflict as an Important but mostly Neglected Concept in Supplier Satisfaction
Research

Suppliers can help a firm to achieve competitive advantage by not only providing resources like
raw materials and semi-finished products, but also ideas, knowledge and capabilities which a firm
can not get elsewhere (Koufteros et al., 2012). Obviously it is possible that competitors try to get
the same resources at the same supplier (Takeishi, 2002). Hence, it is important that firms are
capable of getting better resources from their suppliers than their rivals to get competitive
advantages (Hunt and Davis, 2008). The fact that some buyers get better resources than their
competitors means that the allocation of resources to buying firms is a selective process (Pulles et
al., 2016). The management of the relationship between a buyer and its suppliers is key to the
success of the supply chain (Ambrose et al., 2010) and thus impacts the performance of a firm
(Tan et al., 1999). This should be an incentive for buying firms to manage their relationships with
their suppliers in the best way possible. When buyers fail to manage their relationships
successfully, unsatisfied suppliers will probably not doing their best to help the buying company
or supply products of less quality, what leads to a lower quality of the buyer’s products. Several
researchers emphasised that it is important to have satisfied suppliers (Essig and Amann, 2009;
Meena and Sarmah, 2012). Hence, supplier satisfaction directly links to value creation (Vos et al.,
2016).

Supplier satisfaction is defined as “a condition that is achieved if the quality of outcomes from a
buyer-supplier relationship meets or exceeds the supplier's expectations” (Schiele et al., 2012, p.
1181). Antecedents increasing supplier satisfaction have been extensively researched, such as
growth opportunities, profitability, relational behaviour and operative excellence of the buyer,
but antecedents that have a negative annotation, such as conflict in the relationship, remain
largely neglected by scholars. Even though other organisational research emphasised the strong
impact of conflict on relational atmosphere and cooperation (Euwema et al., 2003; Vaaland,
2004), the role of conflict in buyer-supplier relationships has not gotten sufficient attention by
past supplier satisfaction research. Accordingly, it is particular unknown which role the buyer’s
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use of coercive power as well as its status play in combination with conflict in the decrease of
supplier satisfaction. This research is a first step into a new stream of buyer-supplier conflict
research. Determining not only how conflicts influence supplier satisfaction, but also identifying
the influence of its antecedents.

How is supplier satisfaction influenced by the conflict level in a buyer-supplier
relationship and its antecedent’s status and coercive power?

On the one hand, this study contributes to theory by analysing what the role of conflict level is in
bridging between buyer’s use of coercive power and supplier satisfaction. Past research already
showed that coercive power and conflict apart can be detrimental to the quality of a relationship
(Brown et al., 1995; Gaski and Nevin, 1985; Geyskens et al., 1999; Lusch, 1976), but the role of
conflict induced by the use of coercive power has not been researched. As will be outlined in
detail in the next sections, conflict and coercive power follow slightly different logics. Whereas
conflicts are stemming from opposing interests of the buyer and supplier, coercive power is a
one-sided focus on value appropriation of one party at the expenses of the other party, in this
case of the supplier. On the other hand, this research assesses the role of the buyer’s status on
conflict in the relationship and the satisfaction of suppliers. Status is a concept in psychology and
strategic management that has recently received intensive attention by scholars and has been
argued to influence a plenitude of individual and corporate-level perceptions of relational aspects
(Anicich et al., 2015; Piazza and Castellucci, 2014; Shipilov and Li, 2008; Shipilov et al., 2011).
Because of its apparent influence on relational benefits, we apply the concept in this research to
buyer-supplier relationships. Hence, we add new insights to the study of inter-organisational
status dynamics and how they influence relational aspects, such as conflict and satisfaction. From
a practical perspective, this research identifies whether the negative effects of the use of coercive
power and relational conflict on supplier satisfaction can be alleviated by the effects of status on
these constructs. To achieve this, the next sections will introduce the concepts of conflict,
coercive power and status and their link to supplier satisfaction. This is followed by a detailed
explanation of the sampling procedure and statistical methods used to analyse these
relationships. Afterwards the results of the analysis are presented, followed by the discussion and
future research agenda to conclude the paper.

A Higher Level of Conflict in a Relationship Reduces Supplier Satisfaction

According to Thompson and Thompson (1998), “conflict is the perception of differences of
interests among people” (Thompson and Thompson, 1998, p. 4). So, conflicts can appear when
two or more social entities (i.e., individuals, groups, organisations and nations) have contact with
each other in order to achieve their own objectives (Rahim, 2001). Conflict has been studied by
scholars from different disciplines, like philosophy, sociology, economics, political science,
anthropology, and psychology (Bennett and Neiland, 2002; Rahim, 2001). Each discipline sees the
term conflict slightly different. The basic view of sociologists is that conflict can be seen as a
function of social structure (Bennett and Neiland, 2002). For instance, from the viewpoint of the
classical sociologist Georg Simmel in 1908, “his general hypothesis was that a certain amount of
conflict is as essential to the proper functioning of groups, as are stability and order” (Rahim,
2001, p. 5). However, later sociologists, such as Elton Mayo saw conflict merely as evil, which
should be minimised or, even better, eliminated (Rahim, 2001). . Furthermore, according to
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political science, conflict is the outcome of power relations. For example, Marxist's and
Gramscian’s see class struggle as the main cause of conflicts (Bennett and Neiland, 2002).
Economists view conflict as the result of rational decision making by an individual trying to
maximise its own personal utility given that resources are scarce. Finally, in organisational
sciences, Pondy (1967) observed that the different conceptualisations of conflict are focusing on
different parts of conflict. Some definitions describe the antecedent conditions of conflicts, like
scarcity of resources or policy differences. Other definitions are focusing on the affective or
cognitive state of the individuals involved. Also, several definitions focus on the behaviour during
a conflict, ranging from resistance to overt aggression (Pondy, 1967).

Nevertheless, despite the different viewpoints described before, there are not only differences in
the definitions of conflict, since most scholars agree that conflict includes some opposition,
tension or incompatibility (Blazejewski and Becker-Ritterspach, 2011). In line with this, a buyer—
supplier conflict can be defined as a disagreement between buyer and supplier that appears
because each party strives to achieve its own business goals (Samaha et al., 2011). Conflicts arise
due the different interests of the two parties and have consequences for the relationship. For
example, Rosenberg (1974) identified that conflicts lead to a decrease in efficiency in distribution
and consequently to increased costs. Also, conflicts increase the resistance to resolve future
conflicts, cause emotional disruption and can damage the relationship through subjectivity and
distorted judgments. This is in line with other studies, which found direct links between conflict
and relational atmosphere. Specifically, Jehn (1994) and Gaski (1984) reported that conflicts
reduce intragroup as well as channel member’s performance and satisfaction. Hence, literature
suggests that conflict in buyer-supplier relationships might reduce the satisfaction of suppliers.
Therefore we expect that:

H1: Conflict level in the relationship has a negative impact on supplier satisfaction.

Recently, there is attention in literature for the simultaneous effects of power and status on the
conflict experienced in interpersonal relationships. For instanceAnicich et al. (2015) found that
high power combined with low status is a direct source of interpersonal conflict and demeaning
treatment. They emphasised that power and status are two key antecedents to conflicts. The idea
of the simultaneous effects of power and status on conflict is based on the similarity of the two
concepts: power and status are both sources of possible influence over others (Fragale et al.,
2011; French et al., 1959). However, in contrast to power, status is given voluntarily by the other
party and is not a deliberate action to appropriate value from a relationship. Hence, power is
more of a property of the actor, while status is more of a property of co-actors and observers
(Magee and Galinsky, 2008). Since both power and status have already been shown to have great
influence on conflict on the interpersonal level, this research analyses the influence of power and
status on the inter-organisational level.

A Buyer’s Usage of Coercive Power Increases Conflict and Reduces Supplier Satisfaction

According to Russell (1938), power is a basic force in social relationships and therefore plays a
huge role in all kind of interactions (Fehr et al., 2013; Rucker and Galinsky, 2008; Sturm and
Antonakis, 2015). The definition of power varies in the different research fields, but most
definitions have the same base, namely that the powerholder has the ability to influence or



control the behaviour of those with whom the powerholder is in contact with (Shervani et al.,
2007) or as Sturm and Antonakis (2015) put it: “power is having the discretion and the means to
asymmetrically enforce one’s will over entities” (Sturm and Antonakis, 2015, p. 139).

Building on this conceptualisation, power within the context of a buyer—supplier relationship can
be defined as the ability of the buying firm to influence or control the decisions and behaviour of
the supplying firm (Pulles et al., 2014). Therefore, power is seen as the mechanism of one firm to
induce desired actions of another firm, which can be done in different ways, in particular through
the use of coercive power (Maloni and Benton, 2000; Pulles et al., 2014). Hence, in this research
we look in particular into the effect of one particular form of power: coercive power. Coercive
power refers to the ability of the powerholder to punish the target if it does not comply with the
wishes of the powerholder (Kim et al.,, 2005; Maloni and Benton, 2000; Pulles et al., 2014;
Terpend and Ashenbaum, 2012). Accordingly, coercive power is exhibited through threats which
will be executed unless the other party performs the desired behaviour. Being exposed to
coercive power as a supplier and by that to threats and/or punishment by the buyer, will often
bring costs (Anderson and Narus, 1990) and reduces the value of the outcome of the relationship
for the supplier (Scheer and Stern, 1992). This is unpleasant for the one over who power is
wielding and leads to negative feelings (Skarmeas, 2006). Such negative feelings, which have
emerged in the interaction between the two companies, can create a tense atmosphere.
Correspondingly, Welch and Wilkinson (2005) argue that the use of coercive power is a source of
conflict, since it leads to the target firm doing things against its will. This causes tension and
frustration (Brown et al., 1995; Gaski and Nevin, 1985; Lusch, 1976). When this happens,
disagreements are expected to be expressed frequently between supplier and buyer (Frazier and
Rody, 1991). Additionally, when the target firm feels that it is being attacked due to coercive
power regardless of its own behaviour, it is more likely to use power itself or revolt against the
more powerful firm's domination (Lawler et al., 1988). This will increase the number of conflicts in
the future. Accordingly, we expect that the use of coercive power of the buying firm leads to
increased conflicts in the relationship with the supplier.

H2: The use of coercive power has a positive impact on conflict level in the relationship.

As explained before, coercive power is used as a tool to let another party do something the
powerholder wants. It is almost always used for the powerholder’s own win. The powerholder
tries to appropriate more value for itself in the relationship, mostly at the expense of the other
party (Gulati and Sytch, 2007; Johnson et al., 1993; Nyaga et al., 2013). When the target firm
perceives it this way, it will express a higher level of dissatisfaction (Nyaga et al., 2013). This will
lower the social outcome of the exchange relationship (Ramaseshan et al., 2006). Accordingly, a
buyer’s use of coercive power leads to a decrease in the economic value of the relationship for a
supplier, what is an important part of the outcome of the relationship. Because satisfaction is the
result of the comparison between the expectation and the realised outcome (Emerson, 1976),
usage of coercive power probably leads to a lower levels of supplier satisfaction. Correspondingly,
Geyskens et al. (1999) and Geyskens and Steenkamp (2000) found that firms that are exposed to
coercive power do not want to be involved with the user of this power. Also, Brown et al. (1995)
found in their study about power and relationship commitment that the use of coercive power
leads to a negative attitude toward cooperation with the powerholder. Correspondingly, coercive
power often leads to an unfair outcome, leading the target firm to seek ways to resist to the
F



powerholder (Kumar, 1996; Pulles et al., 2014). This explains why coercive power will probably
have a negative effect on supplier satisfaction.

H3: The use of coercive power has a negative impact on supplier satisfaction.

After outlining the effect of power in the previous paragraphs, the next section will introduce the
notion of status in buyer-supplier relationships and describe how status is related to conflict,
supplier satisfaction and coercive power.

Buyer Status Reduces Conflict, Increases Supplier Satisfaction and is Negatively Related to the
Buyer’s Usage of Coercive Power

The roots of status are in sociology research, which already used this concept in the 1930s. Having
a high status is associated with terms like being respected, admired, regarded and prestige. A
commonly used definition of status in sociology comes from Goldhamer and Shils (1939), they
observed that: “men evaluate the objects, acts, and human attributes with which they come into
contact. These evaluations may become systematised into a hierarchy of values [..] Such a
judgment of rank made about either the total person or relatively stable segments of the person
constitutes the social status of that person (for the individual making the judgment)” (Goldhamer
and Shils, 1939, p. 179). In other words, it is the ranking of an entity into a hierarchy. Next to
status of individuals, also organisational status exists. Organisational status has its purpose, Piazza
and Castellucci (2014) classified three inter-related functions of status in their paper, namely:
status as signal, as intangible asset and as mobile resource.

The first role of status, as a signal (mostly of quality), was mainly studied in the early research of
status in organisational and strategic management literature. This view of status comes from the
need to compensate (or avoid/deal with) uncertainties (Piazza and Castellucci, 2014). In this
research stream, it was argued that “the greater market participants’ uncertainty about the
underlying quality of a producer and the producer’s product, the more that market participants
will rely on the producer’s status to make inferences about that quality” (Podolny, 2005, p. 18).
Hence, this role of status is similar to reputation. Although the concept of status has been
developed since the introduction of it, this view of status remained popular among scholars for a
long time. A recent example of a study to the signalling effect of status is the research of Pollock
et al. (2010), who assessed the value of high-status affiliates for young, unproven firms. Their
study was based on a sample of 257 initial public offerings (IPOs). They found a positive linear
relationship between the amount of prestigious executives affiliated with newly launched IPOs
and the valuation of those IPOs (Pollock et al., 2010). This makes clear that new firms, which do
not have a clear defined position in the status hierarchy, can overcome uncertainty by exploiting
affiliations with high-status companies to signal quality (Malter, 2011a, b).

Another way of seeing status is status being an intangible asset for the individual or organisation
holding it. This view is broader than the view of status simply reduced to a signal of quality. Here,
research often focused on the role of status of firms by forming alliances and the outcome of
these alliances. For example, Shipilov and Li (2008) analysed the structural holes (when a firm
maintain links with groups of otherwise disconnected partners) of investment banks in the United
Kingdom. They found that status accumulation, the ability of firms to increase their status as a
group (by forming cooperative relationships) has a positive impact on revenue generation
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(Shipilov and Li, 2008).. Viewed from this perspective, having a high status ensures positional
advantages. Differences in status are the main focus of the empirical research on status as an
intangible asset, studying the advantages of having status, the behaviour patterns that are
created by the ascribed status hierarchies and the related difficulties for the low-status actors
(Piazza and Castellucci, 2014).

Finally, status has also a function as a mobile resource (Piazza and Castellucci, 2014). Status can
be transferred from one actor to another through a relationship between the two (Podolny,
2001). This highlights the social nature of the construct and makes a clear distinction between
status and the economic concept of reputation (Podolny, 2010). Scholars suggest that when low-
status actors benefit from the relationship with a higher-status actors, due an increase in their
own status, the higher-status actor might get something in return for this (Podolny and Phillips,
1996). Castellucci and Ertug (2010) build on this idea with their research, by exploring the reasons
for high-status companies to engage in relationships with low-status firms in the field of Formula
1 racing. They found that high-status firms can secure greater effort from low-status firms. This
effect is bigger when the differences in status between the partners is also bigger. The results
show that a lower-status actor can benefit from a higher-status actor in a relationship by an
increase in its status, whereas the higher-status actor could receive a return for this process
(Piazza and Castellucci, 2014). In line with this, Patterson et al. (2014) stated that most
researchers agreed that status can lead to reciprocal benefits and Podolny (1993) indicated that
“a higher status leads to lower transaction costs in forming syndicate and investor relations”
(Podolny, 1993, p. 851). This is in line with Washington and Zajac (2005), who found that high
status organisations receive benefits above and beyond what they would receive based upon
their performance or quality.

When linking status to this research, it can be expected that having the possibility to receive
additional relational benefits (i.e. status) from the buyer, might lead suppliers to comply more
often with the wishes of a buyer, which reduces conflict in the relationship. Also, the supplier
might want to maintain the relationship in the long-term with the high-status buyer to take
maximum advantage of it, so the supplier might avoid conflicts with the buyer. As explained
before, status is a mobile resource, which can be transferred from one party to another (Podolny,
2001). Hence, the buyer’s status is the capacity of a buyer to offer benefits to the supplier that go
beyond regular transactional benefits and can thus be considered attractive to the supplier.
Accordingly, past research showed that status is positively related to the tendency of a party to
provide the status-holder with higher performance and quality of products (Castellucci and Ertug,
2010) as well as the development of cooperative relationships (Piazza and Castellucci, 2014). The
underlying reasoning for this is that the relational effort of the low-status firm compensates the
negative consequences for the high-status firm to engage in a relationship (Castellucci and Ertug,
2010). Based on these findings, we expect the higher the status of a buyer, the more a supplier is
motivated to work cooperatively together, which leads to reduced conflicts in the relationship.

H4: Buyer status has a negative impact on conflict level in the relationship.

The buyer’s possibility to offer more benefits to another party, beyond purely transaction-related
exchanges, has already been shown to increase the satisfaction of suppliers (Pulles et al., 2014). It
can be expected that being in a relationship with a buyer with a higher status has a positive effect
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on the own status of the supplier (Piazza and Castellucci, 2014). As explained before, the status of
an actor can change over time, including transferring from one actor to another. In this context,
status plays an important role in the formation and development of cooperative relationships
with other companies (Piazza and Castellucci, 2014). In line with this, Nyaga et al. (2013)
discovered that additional relational benefits are positively related to the supply chain partner’s
collaborative and adaptive behaviour. It is likely that status serves as additional social outcome
and therefore increases the economic value of a relationship (Emerson, 1976). As such, it can be
expected that suppliers are more satisfied with a relationship with a buyer with higher status,
than with lower-status buyers.

H5: Buyer status has a positive impact on supplier satisfaction.

Finally, there is a likely negative relationship between buyer status and the buyer’s use of coercive
power. One function of status is that it helps market participants to assess attributes of a firm,
such as quality of product, cooperativeness or innovative potential easily (Piazza and Castellucci,
2014). It is build-up by a firm’s actions over time (Podolny, 2005) and the use of coercive power
might endanger its creation. For example, Geyskens et al. (1999) and Geyskens and Steenkamp
(2000) found that channel members that are exposed to coercive power do not want to be
involved with the user of this power. A reasoning for this is that the use of coercive power
reduces the value of the relationship as experienced by the other party, which is exposed to
coercive power (Anderson and Narus, 1990; Scheer and Stern, 1992). As a result, the buyer’s use
of coercive power reduces the valuation of the relationship a supplier has. Hence, it is likely that
coercive power impacts the buyer’s status (as compared with other buyers) negatively. In line
with this, Washington and Zajac (2005) found that high status organisations receive benefits
above and beyond what they would receive based upon their performance or quality. Status has
thus a positive influence on privileges and benefits. Since these privileges and the benefits
attached to it are only accessible for a limited number of firms (Castellucci and Ertug, 2010), it is
likely that high status buyers have less incentive to use coercive power, in particular because
coercive power can endanger the relational atmosphere. Besides, status itself is also a source of
being able to influence others, like power is (Fragale et al., 2011; French et al., 1959). So having a
high status as a buyer ensures that it is more likely that suppliers comply with its wishes, what
causes that the use of coercive power is less needed. Hence, we expect that the use of coercive
power does not only have a negative influence on the buyer’s status, but also that high status
individuals tend to refrain from the use of coercive power, since they already get additional
benefits and do not want to endanger these benefits.

He6: Coercive power has a negative relationship with buyer status.

After having outlined the hypotheses of this research in the previous sections, the next section
describes the sampling and analyses procedures applied, followed by the findings of the analyses.

Methods: Responses of 100 Suppliers were Analysed with PLS Path Modelling

Data collection & Sampling: Data was gathered with support of a Dutch public company



The quantitative data for this study was collected in collaboration with the purchasing
department of a company from the educational sector in the Netherlands. Out of 6.679 suppliers,
only suppliers where the company has spent at least €10.000 in 2015 are included in this
research. This threshold is used to eliminate the smaller suppliers from the sample who just sold
to the focal company on one instance and did not build a relationship. Due to this threshold, there
were 620 suppliers to contact. The questionnaire was sent via e-mail to these 620 suppliers begin
of July 2016. In the next weeks, three reminders were sent to the suppliers and the suppliers with
known phone numbers and contact person were called to encourage participation. After
excluding cases which indicated to have no sufficient knowledge about the buyer to complete the
questionnaire (N=4), 100 useable responses were gathered (16.12%). Detailed demographics of
the sample are presented in Table 1.

Table 1: Demographics of the Sample

1. Lenght of relationship 2. Number of employees 3. Region of respondent
< 5 years 23,0% <10 32.0% Enschede 22,0%
5 - 10 years 36.0% 10 - 50 28.0% Twente 15.0%
11 - 20 years 25,0% 51-250 23,0% Overijssel 3,0%
> 20 years 15.0% 251 - 1000 7.0% Nederland 49.0%
Not specified 1.0% = 1000 9,0% Europe 10,0%
Not specified 1.0% Rest of the world  1,0%

4. Industry of respondent

Primary sector (Basic industry, e.g. mining & farming) 1,0%
Secundary sector (Industrial sector, e.g. industry, energy-/waterutilities, construction) 27,0%
Tertiary sector (Service sector, e.g. logistics, retail, cleaning, repair, insurance) 39.0%

Quaternary sector (Information sector, e.g. economic/tax consultant, IT-services, engineers, lawyers) 33,0%

Survey Design: All survey items were based on existing measures

The measures used for supplier satisfaction and preferred customer status questions are based on
the research of Vos et al. (2016). The use of coercive power was adapted from the article of Pulles
et al. (2014). The measure of conflict comes from the study of Kumar et al. (1992). For status, the
measurement of Torelli et al. (2014) was implemented. This measurement normally consists of
five questions, but four of these questions are used, because two questions were very similar. The
questions originally were made for measuring the status of individuals, but were adjusted to this
case. All items were measured on a five-point Likert scale ranging from ‘strongly disagree’ to
‘strongly agree’. The survey includes also questions about characteristics of the supplier and
relational characteristics, such as supplier size and the length of the relationship.

Statistical Methods & Data Assessment: PLS-PM is used for data analysis, factor loading,
reliability, fit, discriminant and convergent validity are all satisfactory for testing hypotheses

The obtained data was empirically tested through Partial Least Squares (PLS) path modelling,
using the SmartPLS 3.0 software of Ringle et al. (2015). PLS path modelling is preferred over
covariance-based SEM when the number of variables is high in relation to the number of
observations and where the number of indicators per latent variable is low (Henseler and
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Sarstedt, 2013). Besides that, non-normality of the sample does not affect the results when PLS
path modelling with SmartPLS is used. Some additional descriptive statistics and analyses are
done with IBM SPSS 22 (IBM-Corporation, 2014).

For data assessment, first, a factor analysis is performed to control if the used items to measure a
certain construct indeed measure it. The factor loadings of the components are retained with a
principal component analysis (PCA) (Petter et al., 2007). The PCA is conducted in SPSS with the
default options for both Varimax and Oblique (Delta = 0) rotations, the individual loadings need to
be 0.55 (Tabachnick and Fidell, 2007). Results show loadings of the items on the intended factors
of higher than 0.55 for all of the Oblique and Varimax solutions. The communalities for each
individual item are all above 0.50, the factor averages are all above 0.60 and the total average is
above 0.70. As long as communalities are high, on average, a factor analysis will accurately
recover factors even when sample size is relatively small (MacCallum et al., 2001).

The next step is to check the reliability and validity of the indicators and the latent factors. This is
done in SmartPLS by running the model (bootstrapping 5000). The reliability of the indicators is
assessed by the outer loadings of each individual indicator. According to Hulland (1999), the
minimum loading of each indicator has to be 0.7 to accept the indicators and this was achieved by
the data.

Table 2: Descriptive Statistics and Correlations

Construct M 5D 1 3 3 4
1 Supplier satisfaction 423 0,73 0.86
2 Conflict level 1,33 0.71 -0.47* 0,03
3 Status 1,84 0853 -0.32* 0.33* 0,93
4 Coercive Power 4.06 0,72 0.54% 0.33% 0,26 088

M =mean; 3D = smndard deviation; * = Comrelation is signifcant; bald elements on the diagonal represent the
square roots of the AVE; off-dagonal elements are carrelaions between the constructs.

To assess the internal consistency, AVEs for each construct appear higher than 0.5 and all
composite reliabilities are above the threshold of .70. Concerning discriminant validity Table 2
shows that no correlation coefficient is higher than the square roots of AVE. Additionally, the
HTMT-approach (Henseler et al., 2015) shows that all scores are lower than the threshold (either
0.85 or 0.90) and the values of the confidence intervals show that none of the relations have a
HTMT confidence interval including the value ‘1’. Both convergent and discriminant validity are
well established. Last, the model fit has to be assessed. This can be done by looking at the value of
the standardised root mean square residual (SRMR). A cut-off value of 0.08 is seen as an adequate
threshold to assess the model fit (Henseler et al., 2016). The SRMR value of this model is 0.058, so
model fit is satisfactory.

Results: The Effects of the Buyer’s Coercive Power Usage are Fully Mediated by Conflict Level,
whereas the Buyer’s Status has also a Direct Effect on Supplier Satisfaction

The results of the PLS-PM analysis are presented in Figure 1. Firstly, concerning hypothesis 1, it is
found that the level of conflict in a relationship has a negative impact on supplier satisfaction (H1:
t= 2.27; B = -0.30; f2 = 0.13; p<0.05). Also hypothesis 2, which supposes that the use of coercive
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power has a positive impact on the level of conflict in a relationship, is supported (H2: t=2.40; B =
0.27; f2 = 0.08; p<0.05). Further, the data does not support the hypothesis that coercive power
has a negative impact on supplier satisfaction (H3: t= 1.24; B = -0.13; f2 = 0.02; p=n.s.). Concerning
hypothesis 4, the findings support the assumption that the status of the buyer has a negative
impact on the level of conflict in the relationship (H4: t= 1.83; B = -0.26; f2 = 0.08; p<0.05).
Hypothesis 5, that status of the buyer has a positive impact on supplier satisfaction, is also
supported (H5: t= 3.74; B = 0.41; f2 = 0.25; p<0.05). Finally hypothesis 6, which assumes that there
is a negative relationship between the use of coercive power and the buyer status is supported by
the results (H6: t= 2.39; B = -0.26; f2 = 0.07; p<0.05).

Figure 1: PLS-Path Analysis Results
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In the tested model, the level of conflict mediates in the relationships between coercive power
and supplier satisfaction and between buyer status and supplier satisfaction. To test whether
these mediation effects are significant or not, a procedure that explicitly tests these effects is
used instead of the use of an implicit test (e.g. Sobel test), as suggested by Rungtusanatham et al.
(2014). Their suggestion is to make a percentile bootstrap confidence interval out of the
bootstrapped sample. The results show that indirect effect of coercive power on supplier
satisfaction through level of conflict is significant (95% Clj,w= -0.25; 95% Clpgn= -0.01; p<0.05),
while the indirect effect of status on supplier satisfaction mediated by the level of conflict is not
significant (95% Cliow= -0.01; 95% Clyigh= 0.26; p=n.s.). Correspondingly, conflict serves as a full
mediator between coercive power and supplier satisfaction, whereas conflict is only a partial
mediator in the relationship between a buyer’s status and supplier satisfaction.

Discussion, Limitations and Future Research: Next to Level of Conflict in a Relationship, Buyer
Status has a Strong influence on the Satisfaction of Suppliers

This paper aims to contribute to supplier satisfaction research by analysing what the role of
conflict level is in bridging between the buyer’s use of coercive power, status, and their outcome,
supplier satisfaction. The findings show, firstly, that conflict has a negative influence on supplier



satisfaction. Which is unsurprisingly, since conflict is commonly associated with tensions which
reduce relationship satisfaction and is therefore in line with previous research (Gaski, 1984; Jehn,
1994). Secondly, it is found that the use of coercive power does not have a direct significant effect
on supplier satisfaction. Yet coercive power has a significant indirect effect on supplier
satisfaction via the creation of conflict in a relationship. Since most other scholars already found a
direct effect of coercive power on satisfaction, this finding is unexpected. Still, there are also
other studies that did not succeed in finding a significant relationship between the use of coercive
power and satisfaction (Kiyak et al., 2001; Rawwas et al., 1997). For example, Kiyak et al. (2001)
found that resistance, a similar construct to conflict, moderates between coercive power and
satisfaction. Accordingly, in combination with the findings of this study, this could mean that no
direct relationship between coercive power and supplier satisfaction exists, but that this link is
influenced by the degree to which it evokes conflicts or influences other relational variables.
Finally, the inclusion of the buyer’s status in this studies shows that status does not only increase
a supplier’s satisfaction and reduces the tendency to have conflicts in the relationship, but is
negatively related to the use of coercive power. Hence, the buyer’s status can mitigate the
negative fall-out of using coercive power on the relational conflict level as well as increase the
satisfaction of suppliers. These findings support the notion that status is an asset which can be
used by a buying firm for its advantage. Nevertheless, our understanding of the concept of status
is still limited and it needs more scrutiny from scholars in future studies, in particular to
determine how it can be influenced. For now status, next to the use of coercive power, seems to
be indeed a relevant construct in influencing relational aspects in buyer-supplier relationships,
such as conflict and satisfaction.

Concerning the theoretical implications of this paper, even though conflict and coercive power
follow slightly different logics, either stemming from opposing interests of the buyer and supplier
or stemming from value appropriation of one party on the expenses of the other party, it
appeared that the effect of coercive power on supplier satisfaction is fully mediated by conflict,
whereas status has a direct influence. This means that coercive power appears to reduce supplier
satisfaction only when it leads to conflict in the relationship. So, opposed to past studies who
studied only a direct link, this research emphasised the need to analyse in more depth the
relationship between coercive power and satisfaction. Moreover, the research showed that buyer
status is indeed a very influential concept in buyer-supplier relationships. The exact mechanisms
underlying the positive influence of status on supplier satisfaction and a reduced conflict level are
still open for further investigation. This research showed that status might have the potential to
mitigate conflict and lead to satisfaction. This adds to the recent research findings from strategic
management and psychology, emphasising the importance of status as a relational construct
(Anicich et al., 2015; Piazza and Castellucci, 2014).

From a practical perspective, this research found that the negative effects of the use of coercive
power and the resulting relational conflict on supplier satisfaction can be alleviated by a buyer’s
status. Status does not only reduce the level of conflict in a relationship induced by negative
influences such as coercive power, but also directly influences the satisfaction of suppliers with
the relationship. Hence, building on the notion of status as a mobile resource, this research
showed that high-status buying firms can benefit from their rank through increased satisfaction
and the resulting increased benefits from a supplier, whereas low-status buying firms are advised
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to increase their status to reap the same benefits. Nevertheless, the practical means to increase
status have not yet been discovered and need to be studied in future.

The study has several limitations. Firstly the sample was moderate and is based on indirect
procurement of a public company in the Netherlands. Generalising these findings to other
populations than the one studied here has to be made with caution, so additional research in
other contexts and for other product categories is needed. Secondly, the means and standard
deviation of conflict in the sample are 1.33 and 0.71 respectively. Due to this low variance, we
advise that the general measurement of conflict as used in this research might need to be further
distinguished between dysfunctional and functional types conflict in future. A way of doing this is
to use the concepts of task conflict and relationship conflict as outlined by the research of Jehn
(1995) and Rose and Shoham (2004). Finally, as this research shows, buyer status has a negative
influence on the use of coercive power, reduces conflict in the relationship and increases supplier
satisfaction. However, we do not know yet what the antecedents and influencing factors of buyer
status are. Consequently, future research should assess the antecedents of a firm’s status and
how status can be influenced over time.
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Appendix B — Replication of the improved model of Vos et al. (2016)
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Appendix C — used measures

Supplier satisfaction (source: Vos et al. (2016))
SupplierSatisfactionl Our firm is very satisfied with the overall relationship to the University of Twente.
SupplierSatisfaction2 On the whole, our firm is completely happy with the University of Twente.
SupplierSatisfaction3 Generally, our firm is very pleased to have the University of Twente as our business partner.
SupplierSatisfaction4 If we had to do it all over again, we would still choose to use the University of Twente.
SupplierSatisfaction5 Our firm does not regret the decision to do business with the University of Twente.
Preferred customer status (source: Vos et al. (2016))
Compared to other customers in our firm's customer base...
PreferredCustomerStatus1 ... the University of Twente is our preferred customer.
PreferredCustomerStatus2 ... we care more for the University of Twente.
PreferredCustomerStatus3 ... the University of Twente receives preferential treatment.
PreferredCustomerStatus4 ... we go out on a limb for the University of Twente.
PreferredCustomerStatus5 ... our firm's employees prefer collaborating with the University of Twente to collaborating with other customers.
Conflict (source: Kumar et al. (1992))
Contflict] Our relationship with the buyer can be best described as tense.
Contlict2 We have often disagreements in our working relationship with the University of Twente.
Conflict3 We frequently clash with the University of Twente on issues relating to how we should conduct our business.
Conflict resolution (source: Benton and Maloni (2005))
ConflictResolutionl Discussions within areas of disagreement are productive.
ConflictResolution2* Discussions intend to create more problems.**
ConflictResolution3 Discussions increase effectiveness/strength of relationship.
Status (source: Torelli et al. (2014) )
According to us ...
Status .. the University of Twente has a high-status.
Status2 ... the University of Twente is admired by others.
Status3 ... the University of Twente has a high prestige.
Status4 .. the University of Twente is highly regarded by others.
Reward power (source: Pulles et al. (2014))
RewardPowerl * The University of Twente offers rewards so that we will go along with their wishes.
RewardPower2 We feel that by going along with the University of Twente, we will be favored on other occasions.
RewardPower3 If we do not do as asked, we will not receive the rewards offered by the University of Twente.
RewardPower4 The University of Twente offers us rewards if we agree with their requests.
Coercive power (source: Pulles et al. (2014))
CoercivePowerl The University of Twente makes it clear that failing to comply with their requests will result in penalties against us.
CoercivePower2 If we do not agree with the University of Twente’s suggestions, they could make things difficult for us.
CoercivePower3 If we do not do as asked, we will not receive very good treatment from the University of Twente.
CoercivePower4 If we do not go along with the University of Twente, they might withdraw certain services/resources we need.

* = deleted item; ** = reversed question




Appendix D — results non-response bias test
Respondents group N Mean Sample mean T-value Std. Deviation Std. Error Mean

0
SupplierSatisfactionl <25% 26 415 0.30 0.97 0.19
>75% 26 4.08 4.12 0.89 0.17
o <25% 26 4.00 0.94 0.18
SupplierSatisfaction2 ¢,/ 26 4.00 401 0.00 0.69 0.14
o <25% 26 4.00 0.94 0.18
SupplierSatisfaction3 -1.03
Hppler>atisaction >75% 26 423 4.10 0.65 0.13
o <25% 26 446 081 0.16
SupplierSatisfactiond 0.53
tpplier>atisiaction >75% 26 435 4.45 0.75 0.15
o <25% 26 450 0.71 0.14
SupplierSatisfactions 0.20
vppliersatisiactio >75% 26 446 451 0.71 0.14
PreferredCustomerStatus <25% 26 3.19 0.25 0.94 0.18
1 >75% 26 3.12 3.19 ' 124 0.24
PreferredCustomerStatus <25% 26 3.15 0.68 0.83 0.16
2 >75% 26 2.96 3.12 ' 1.18 023
PreferredCustomerStatus <25% 26 3.15 1.90 0.97 0.19
3 >75% 26 258 3.04 ' 121 0.24
PreferredCustomerStatus <25% 26 3.77 0.89 0.91 0.18
4 >75% 26 3.50 3.67 ' 124 024
PreferredCustomerStatus <25% 26 3.00 147 0.75 0.15
5 >75% 26 265 2.93 ' 0.94 0.18
. <25% 26 127 0.67 0.13
Conflct] >75% 26 1.19 132 047 0.49 0.10
. <25% 26 131 0.74 0.14
Conflict2 -0.21
onfie >75% 26 135 137 0.56 0.11
. <25% 26 123 0.65 0.13
Conflict3 0.52
onfie >75% 26 1.15 1.30 037 0.07




Respondents group N Mean  Sample mean T-value Std. Deviation Std. Error Mean

ConflictResolution] iii;ﬁ ;2 g(l); 3.17 -0.21 i?g gg;
ConflictResolution2 iiijﬁ ;g 323 4.64 -0.38 82‘1‘ g ig
ConflictResolution3 igijﬁ ;2 ;glj " 0.95 i ;g g;i
<259 26 4.12 0.82 0.16

Statusl >75°2 26 415 R E R 0.13
<259 26 3.96 0.92 0.18

Status2 >75°2 26 4.04 399 0 0.66 0.13
<259 26 3.96 0.96 0.19

Status3 >75<2 26 419 208 M o 0.11
<250 26 4.04 0.92 0.18

S >75<2 26 415 s P e 0.12
RewardPowerl iiijﬁ; ;2 ii; L85 0.90 (1)(7)2 g?;
RewardPower2 ii:jﬁ; 52 ?éz 507 1.08 1(2)2 85(5)
RewardPower3 iggjﬁ: 52 122 504 0.71 (l);i 8?2
RewardPower4 jigjﬁ: 52 i;; L63 1.84 822 giz
CoercivePowerl jigjﬁ: 52 igz L7 0.27 (l)gz g?;
CoercivePower2 iigjﬁ: §2 i?; L83 0.14 ??T 8;2
CoercivePower3 iigjﬁ: ;2 i?; 103 0.14 ?33 g;?
, <25° 26 1. 1.0 0.21
CoercivePower4 >7502 2% IZ; 1.83 0.72 0.82 0.17




Appendix E — results comparison revenues of respondents and non-respondents

Group Statistics
Std. Std. Error
N Mean Deviation Mean
Respondents 103 178628,63 413164,723 40710,330
Non-respondents 449 78809,85 197016,274 9297,773
Hypothesis Test Summary
Null Hypothesis Test Sig. Decision
Independent-
The distribution of Inkoopvolume is  Samples Reject the
1 the same across categories of Mann- 016 nu _
Complete. Whitney U hypothesis.
Test

Asymptotic significances are displayed. The significance level is 05.



Appendix F — results factor analysis

Rotated Component Matrix”

Component
1 2 3 4 5 6 7
SupplierSatisfactionl ,740 ,205 247 -,288 -,045 -,100 ,088
SupplierSatisfaction2 , 754 171 ,332 -,229 -,100 -,034 ,066
SupplierSatisfaction3 ,843 ,194 ,183 -,120 -,018 -,083 ,102
SupplierSatisfactiond ,735 ,288 ,174 -,243 -,232 ,022 ,063
SupplierSatisfactionS , 746 297 ,154 -,146 -,223 ,009 ,024
PreferredCustomerStatus1 ,333 L1770 ,165 ,051 ,048 -,001 -,014
PreferredCustomerStatus2 221 ,870 ,055 ,047 ,150 ,014 -,005
PreferredCustomerStatus3 ,104 ,829 ,187 -,019 -,105 ,135 ,015
PreferredCustomerStatus4 ,094 ,761 218 -,195 -,010 -,133 ,030
PreferredCustomerStatus5 ,195 ,733 ,097 -,001 -,105 ,122 -,080
Contlict1 -,270 -,041 -, 111 ,851 ,127 ,045 -,032
Contflict2 -,188 -,068 -,091 ,851 177 -,086 ,121
Contlict3 -,222 -,019 -,136 ,859 ,205 -,046 ,041
ContflictResolutionl ,033 -,096 ,054 ,045 ,012 -,107 ,893
ConflictResolution2 ,079 -,027 ,156 -,839 ,033 -,101 -,003
ContlictResolution3 ,174 ,046 ,102 ,053 -,013 ,068 ,859
Status1 217 ,157 ,835 -, 151 -,061 -,054 ,047
Status2 ,237 ,172 ,846 -,084 -,098 ,052 ,077
Status3 ,188 ,164 ,897 -,133 -,155 -,012 ,058
Status4 ,207 214 ,893 -,162 -,080 -,015 ,032
RewardPowerl ,018 ,140 ,052 -,139 ,056 ,797 ,047
RewardPower2 -,006 ,132 -,012 ,063 ,353 ,621 ,030
RewardPower3 -,174 -,090 -,104 ,143 ,359 ,750 -,040
RewardPower4 ,009 -,053 ,010 -,016 ,261 ,818 -,102
CoercivePowerl -,037 -,023 -,183 ,061 175 ,L199 -,018
CoercivePower2 -,152 ,000 -, 114 ,149 ,867 ,210 -,022
CoercivePower3 -,235 -,037 -,036 ,110 ,707 ,388 ,127
CoercivePower4 -,110 ,008 -,044 213 ,672 ,454 -,077

Extraction Method: Principal Component Analysis.

Rotation Method: Varimax with Kaiser Normalization.

a. Rotation converged in 7 iterations.
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Appendix G — The model of Vos et al. (2016) combined with this research
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