


negotiation strategy in a highly interdependent supply chain relationship, the buyer may perceive
this to be a violation of the mutually beneficial nature of the overall relationship. SET would
propose that the buyer would perceive the competitive negotiation strategy as an increase in the
relational costs of the relationship. Ultimately, this may lead to an analysis that the benefits no
longer outweigh the costs, and the buyer begins to search for another supply chain partner
willing to invest in a relationship with them. The following hypotheses are proposed based on

the previous discussion of the reviewed literature and SET:

H3a: A competitive negotiation strategy decreases relationship specific assets more in
highly interdependent relationships than in lower interdependent relationships.

H3b: A competitive negotiation strategy decreases cooperation more in highly
interdependent relationships than in lower interdependent relationships.

H3c: A competitive negotiation strategy decreases trust more in highly interdependent
relationships than in lower interdependent relationships.

H3d: A competitive negotiation strategy decreases process integration more in highly
interdependent relationships than in lower interdependent relationships.

This dissertation chapter has reviewed literature from buyer-supplier relationships,

negotiation strategies, and negotiation outcomes. Chapter Three explains the methodology

utilized in this dissertation.
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CHAPTER 3

METHODOLOGY

A multiple method research approach has been advocated to overcome the limitations of
any single method and triangulate data sources (McGrath and Brinberg 1983; Creswell 2003).
The purpose of Chapter 3 is to describe the quantitative methodology of Study One and the
qualitative methodology of Study Two that was used in this dissertation. In the Study One
overview, the quantitative methodology is described. In the Study Two overview, the qualitative

research methodology is described.

Study One: Quantitative Research Overview

In order to test the theoretically proposed hypotheses concerning negotiation strategy and
interdependent buyer-supplier relationships, a quantitative method was applied. The quantitative
method used in the Study One portion of the dissertation was a between subjects, scenario based
experiment and follows a format similar to the process used in Thomas et al. (2010). An
experimental approach was selected as appropriate for Study One of this dissertation for multiple
reasons. First, experimentation is common in negotiation (Buchan et al. 2004; Wolfe and
McGinn 2005; Bottom et al. 2006; Krause et al. 2006) and buyer-supplier relationship (Huang et
al. 2008; Thomas et al. 2010; Nair et al. 2011) research. Second, experimentation is appropriate
for testing theory and cause-and-effect relationships (Thye 2007; Siemsen 2011). Third,
experimentation maximizes control and assesses causality (McGrath 1982; Beatty and Ferrell

1998). Fourth, experimentation allows researchers to investigate phenomena like negotiations
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and supply chain relationships that are often difficult to study because managers are unwilling to
discuss specific details of buyer-supplier relationships (Day and Klein 1987; Pilling et al. 1994;
Atkins and Rinehart 2006). Finally, scenario-based experimentation “reduces biases from
memory lapses, rationalization tendencies, and consistency factors” (Grewal et al. 2008, p.428).
For these reasons, a scenario-based experimental design was utilized for Study One of this
research.

A 2 x 2 factorial design led to the development of four different treatment conditions as
illustrated in Appendix E. Negotiation strategy and interdependence are the independent
variables manipulated in the factorial design. There are two levels of negotiation strategy
(collaborative and competitive) and two levels of interdependence (high and low). Relationship
specific assets, cooperation, trust, and process integration are the four dependent variables
examined in the experiment. SPSS statistical software was used to test the hypothesized simple

main and interaction effects.

Sample

The participants for this study were senior undergraduate logistics majors at a large
southeastern university. This sample is justified for several reasons. First, student samples are
widely accepted and frequently used in behavioral experiments in both negotiation (Miller and
Karakowsky 2005; Krause et al. 2006; Bowles and Flynn 2010) and buyer-supplier relationship
research (Andaleeb 1995; Srivastava and Chakravarti 2009; Thomas et al. 2011; Tokar et al.
2011). Second, many studies also show that there are no significant differences in experimental

results between undergraduate student samples and professional managerial samples (Machuca
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and Barajas 2004; Croson and Donohue 2006; Ganesan et al. 2010). Third, over 96% of existing
negotiation research utilizes student samples (Buelens et al. 2008). Fourth, given the
experimental nature of this research, undergraduate participants serve as a desirable control
mechanism due to the consistent classroom delivery setting and the relative homogeneity of the
sample (Thomas et al. 2010). Fifth, students are included within the theoretical boundary scope
conditions of Social Exchange Theory that informs this study and are therefore subject to
theoretically derived hypotheses. Finally, students that participate in this study will be able to
understand and respond to the experimental treatment conditions given their prior experiences
and/or formal educational training on negotiations, relationship management, and supply chain
management. For these reasons, the sample utilized in this experiment is believed to be

appropriate and meets guidelines for student sample use in supply chain research (Thomas 2011).

Procedure

The researcher briefly introduced herself and the study. Participants were then randomly
assigned to one of the four treatment conditions in the 2 x 2 factorial experimental design.
Random assignment is important in order to maximize internal validity of the experiment and to
minimize the likelihood of systematic between-group differences (Huang et al. 2008; Webster
and Sell 2007). The participants read a set of instructions followed by a scenario that describes a
buyer-supplier negotiation in an interdependent relationship. The independent variables
(negotiation strategy and interdependence) were manipulated through the scenario. Written
scenarios are often used in experimental designs to operationalize the independent variables and

to facilitate role playing (Dabholkar and Bagozzi 2002; Pilling et al. 1994). Once the
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participants have read the scenario, they were asked to complete a questionnaire to assess
possible responses to the negotiation situation described in the scenario. The underlying
assumption of using this method is a structured projective technique (Fisher 1993). This method
asks participants to project themselves into the hypothetical situation presented to them and
respond in a manner that reflects how a buyer or supplier would actually respond in that
situation. Due to the anonymous nature of this projective technique, the participants may feel
free to respond in a way that is inconsistent with socially desirable responses (Fisher 1993; Haire

1950). A copy of the instructions and experimental scenarios can be found in Appendix F.

Pretest

The readability, validity, reliability, and experimental manipulation treatments were
checked via a pretest. Experienced buyers and suppliers, academic subject matter experts on
buyer-supplier relationships and negotiations, and grounded theory and experimental
methodological experts were asked to evaluate the face validity, readability, and realism of the
scenarios and the questionnaire. Doctoral students at a southeastern university were used for the

pretest of scales and experimental manipulations.

Instruments and Measures

The questionnaire that the participants read consisted of a short overview, directions, and

a brief scenario presenting a buyer-supplier negotiation situation. Participants then responded to
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scale items, manipulation check items, realism check items, and finally demographic questions.
The individual parts of the questionnaire are explained in detail below and they are located in
Appendices F and G. Study One has been assigned research project number H13032 by the

Institutional Review Board (IRB).

The purpose of the overview and directions in the questionnaire was to offer some
guidance to the participants. At this point, participants were reminded that their participation in
the experiment is voluntary, all responses will be anonymous, and there is no right or wrong
responses. The participants were instructed to read a brief, two paragraph scenario and circle

their responses to questions based on the scenario that was provided.

The scenario that the participants read describes a fictitious buyer and supplier
negotiation. The relationship was portrayed as exhibiting high or low levels of mutual
symmetric interdependence. The researcher intended to manipulate, through the scenario
description, the participant’s perception of the level of dependence of the buyers and suppliers.
Relationships with mutual symmetric interdependence have an equal amount of dependence
between a buyer and supplier (Kumar et al. 1995). Supply chain relationships with higher levels
of interdependence rely on each other much more than relationships with low levels of

interdependence.

The second paragraph described the type of negotiation strategy that the buyer is
using with the supplier. The scenario depicted the negotiation strategy as either collaborative or
competitive. In this second paragraph, the researcher intended to manipulate the participant’s
perception of the type of negotiation strategy used by the buyer in their negotiation with the

supplier.
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Existing scales were modified for the independent variables manipulated in this
experiment. Subject/verb modifications were made so that the items would be consistent with
the scenarios used in the experimental treatment, but at the same time keep the item’s original
intent. Interdependence item measures were adapted from Golicic and Mentzer (2006). Items to
measure negotiation strategy were adapted from Graham (1985) and Graham, Mintu, and
Rodgers (1994). The questionnaire items were measured on a 7-point Likert scale ranging from
“strongly disagree” to “strongly agree.” Previous research studies have found these scales to be
reliable and valid. However, these modified scales were analyzed again in this study to
reconfirm reliability and validity and to determine if the scenario manipulations worked as
planned. The researcher also performed a manipulation check to see if there were statistically
significant differences in the treatment cells of the independent variables. An unsuccessful

manipulation represents a fatal flaw in scenario based experimental research.

The dependent variable item scales were also modified from existing scales. The
relationship specific assets measure was adapted from Anderson and Weitz (1992). The
cooperation measure was adapted from Min, Mentzer, and Ladd (2007). The trust measure was
adapted from Golicic and Mentzer (2006) and Morgan and Hunt (1994). The process integration
measure was adapted from Min, Mentzer, and Ladd (2007). All items were measured on a 7-
point Likert scale ranging from “strongly disagree” to “strongly agree.” The reliability and
validity of each item scale was analyzed. Analyses of the hypotheses presented during Chapter 2

were performed using the dependent variable measures.

The researcher performed a realism check given the scenario based method for this

experiment. A realism check determines if the research participants believed that the scenario
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described is an accurate approximation of a real buyer-supplier negotiation. Realism checks also
help determine if the participants were engaged in the experiment. When experimental situations
are accurate representations of reality, variable strength is improved and external validity is
supported (Kerlinger and Lee 2000). If participants are unable to understand and respond to the
tasks assigned in an experiment, scenario based experimental methods are considered to be
unreliable (Louviere et al. 2000). Realism check items adapted from Dabholkar (1994) were
used by the researcher to if participants believed the scenario based experimental design to be

realistic.

Scale Purification

Following procedures outlined by Garver and Mentzer (1999), scale purification was
used to evaluate unidimensionality, reliability, internal consistency, convergent validity, and
discriminant validity. Unidimensionality and convergent validity was tested by principal
components analysis. Factor loadings were not cross-loaded and all values exceeded the 0.50
threshold which is normally accepted for both statistical and practical significance (Hair et al.
2010). Cronbach’s coefficient alpha is a commonly used indicator of internal consistency and
reliability. An alpha value of 0.70 or higher suggests that the items appropriately capture the
intended construct (Churchill 1979; Nunnally and Bernstein 1994). Average variance extracted
(AVE) was employed to assess if the constructs exhibited discriminant validity. When the
average variance extracted (AVE) estimates are greater than the squared correlation estimates,
this indicates support for discriminant validity (Hair et al. 2010). Desired values are also greater

than 0.50 (Hair et al. 2010).
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Experimental Data Analysis

As previously mentioned, interdependence and negotiation strategy are the manipulated
independent variables manipulated in the Study One experiment. The first stage of analysis was
to determine the success of the experimental manipulations. Manipulation checks were
performed at this stage to determine if there is a statistically significant difference between the 2
interdependence groups and the 2 negotiation strategy groups. Scores for each group were

evaluated through one-way ANOVA tests in SPSS looking for significance at p < 0.05.

Because the Study One experiment contains more than one dependent variable,
multivariate analysis of variance (MANOVA) was utilized to test the hypothesized main and
interaction effects that were presented in Chapter Two. The MANOVA analysis progressed
through three steps. The first step was to perform an omnibus test to determine if there was an
overall significant effect (p < 0.05 level) in the experimental model. The second step was to test
for the main effects of the two independent variables. The third test employed post-hoc tests to

study interaction effects. Tukey’s adjustment was used to protect against Type-I errors.

Study Two: Qualitative Research Overview

Qualitative methods are often used for exploratory research, and exploratory studies can
be used at any point in the research process (Maholtra and Peterson 2006). Qualitative research

methods are used to inquire “into the meaning individuals or groups ascribe to a social or human
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problem” (Creswell 2007, p. 37). Several characteristics of qualitative research include: natural
setting, researcher as key instrument, inductive data analysis, participants’ meanings, emergent
design, interpretive inquiry, and holistic account (Creswell 2007). Due to the complexity of the
negotiation process and many of the important nuances that are difficult to capture using
empirical data collection methods, numerous researchers have called for the use of qualitative
methods in buyer—supplier negotiation research (Rinehart 1989; Hopmann 2002; Ramsay 2004).
As many organizations prefer to keep the sensitive details of their negotiations confidential,
gaining access to buyers and suppliers with real negotiation experience can be challenging (Faes

et al. 2010).

Grounded theory was chosen as an appropriate research method for this study since
previous research has not adequately captured how negotiation strategies and outcomes fit in the
greater context of buyer-supplier relationships. Based on Strauss and Corbin (1998), grounded
theory is defined as theory generated from data systematically obtained and analyzed through the
constant comparative method. More recently Corbin and Strauss (2008) have used the term
grounded theory more generically to refer to the origination of theoretical constructs from

qualitative data (2008).

Given the lack of a theoretical framework that captures the ongoing nature of the buyer-
supplier negotiation process and the impact of negotiation strategies on the relational negotiation
outcomes in buyer-supplier relationships; grounded theory was chosen as an appropriate method
(Flint et al. 2005). To discover, define, and better understand how negotiation strategy relates to
the ongoing buyer-supplier relationship, the methods used will involve the analysis of
participants’ experiences with the buyer-supplier negotiations, the inductive development of

codes, categories, and themes, and the development of a theoretical framework with research
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propositions. The dynamics of negotiation strategies and outcomes in the context of ongoing
buyer-supplier relationships should emerge through the data collection. The results will be
compared with the existing negotiation strategy and outcomes literature to determine the

contribution this study makes to the overall body of buyer-supplier negotiation literature.

Grounded Theory Data Collection Procedures

For the purpose of exploring negotiation strategies and relational negotiation outcomes in
ongoing buyer-supplier relationships, depth interviews following grounded theory guidelines
(Corbin and Strauss 2008; Strauss and Corbin 1990; Glaser and Strauss 1967) were carried out
with buyers and suppliers who have negotiation experience. Depth interviews were used in order
to elicit a deeper, richer understanding of the experience a participant has with the phenomenon
of interest (McCracken 1988). The researcher developed an open-ended, informal interview
guide to help the participant focus on the research questions for the study. An interview guide
with a sample of questions that each of the participants was asked is included in Appendix H.
However, the researcher allowed the interviewees to guide the discussion through their answers
as long as the topics related to the phenomenon of interest. As concepts started to emerge from
the analysis of the data, the interview guide was modified for subsequent participants. The
interviews were audiotaped when possible with the interviews then being transcribed verbatim.
If recording was not possible, detailed notes of the interview were taken. Study Two has been

assigned research project number H12353 by the Institutional Review Board (IRB).
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Data Analysis

Grounded theory procedures were followed for the analysis of the interview transcripts
and notes (Corbin and Strauss 2008; Strauss and Corbin 1990; Glaser and Strauss 1967). Unlike
other research methods, grounded theory data analysis procedures are concentrated on generating
theory through an iterative process where data collection, coding, and data analysis proceed
simultaneously (Locke 1996). Interview transcripts were read multiple times prior to beginning
the coding process to develop a complete understanding of the interviewee. Paragraphs,
sentences, and words from transcripts and notes were coded for concepts that emerge. A
constant comparative method was utilized where the researchers shifted back and forth between
and within the transcripts so that the conceptual codes can be compared and contrasted (Corbin
and Strauss 2008; Strauss and Corbin 1990; Glaser and Strauss 1967). The process continued
over and over until the researchers developed an understanding of negotiation strategies and
ongoing buyer-supplier relationships that emerged from the interview data. Each subsequent
interview was added to the constant comparative process until the researchers developed a richer
understanding of negotiations in buyer-supplier relationships. The researchers moved back and
forth between coded parts of the transcripts until concepts converged at an abstract level
resulting in a theoretical model (Corbin and Strauss 2008). Diagramming was a technique that
was used to visually show the concepts and relationships that are emerging and evolving through
the analysis process (Corbin and Strauss 2008). The development of diagrams is especially
important in theory building research. The concepts and relationships that are linked in a
diagram must be based on the data collected, thus grounding the model in the data. Multiple
researchers were used for data coding and interpretation to increase the validity and reliability of

the results (Stuart et al. 2002; VVoss et al. 2002).
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Sampling

Grounded theory research techniques support a purposive and theoretical sampling plan
(Corbin and Strauss 2008; Strauss and Corbin 1990; Glaser and Strauss 1967). This study
followed these techniques as well. Purposive sampling involves the selection of specific
individuals or settings that are believed to have the relevant experience or knowledge of the
phenomenon being studied. Buyers and suppliers who are responsible for negotiating with other
organizations on behalf of their organization were selected initially. The initial participants were
identified through previous work experience of one of the researchers. The initial participants

may be considered a convenience sample.

Additional participants were selected following theoretical sampling guidelines (Strauss
and Corbin 1998). The premise behind theoretical sampling is to collect data from places,
people, and events that will maximize opportunities to develop concepts in terms of their
properties and dimensions, uncover variations, and identify relationships between concepts”
(Corbin and Strauss 2008, p.143). In theoretical sampling, concepts instead of people are being
sampled and the entire data set is not collected prior to beginning analysis as data collection and
analysis are interwoven (Corbin and Strauss 2008). As concepts and relationships between those
concepts start to emerge from the data, additional participants will be added to test the links of
the theory being built (Thomas 2008; Flint et al. 2005). Initial participants directed the

interviewer to additional participants based on their knowledge of the topic being studied.

In theoretical sampling, there is no magic number of participants. Interviews continued
as the researcher followed where the analysis led until saturation was reached. Simply stated,

saturation means “when no new categories or relevant themes are emerging” (Corbin and Strauss
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2008, p.148). Beyond the number of participants, a researcher has achieved saturation when they
have developed an in-depth understanding of the concepts that have emerged and the

relationships between those concepts.

Research Trustworthiness

Positivist quantitative research has established four criteria for assessing a study’s rigor:
internal validity, reliability, objectivity, and external validity (Kaufmann and Denk 2011). Given
the interpretivist nature of grounded theory research, the same evaluation criteria are not
appropriate. In qualitative research, the trustworthiness of a study is evaluated and four
interpretive criteria have been identified to assess a study’s trustworthiness: credibility,
transferability, dependability, and confirmability (Hirschman 1986; Lincoln and Guba 1985).
Each of the four interpretive research criteria has been defined as follows (Flint et al. 2002,

p.106):

e Credibility is the extent to which the results appear to be acceptable representations of the
data.

e Transferability is the extent to which findings from one context apply to another context.

e Dependability is the extent to which findings are unique to time and place; the stability or
consistency of explanations.

e Confirmability is the extent to which interpretations are the result of the participants and

the phenomenon as opposed to researcher biases.
To establish credibility, the researcher included information about the interviews and used

multiple researchers in the analysis process. Credibility was established by asking the

interviewees for feedback on the initial summary of findings to determine if the findings are
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consistent with the interviewees’ perspective of the world (Flint and Mentzer 2000). In order to
establish transferability, the reviewer obtained data from individuals on the buying and selling
side from a variety of companies (Flint and Mentzer 2000). Dependability was established when
an experience or event occurred in different times and situations (Flint and Mentzer 2000).
Confirmability was assessed by showing that multiple researchers reviewed and refined the
findings (Flint and Mentzer 2000). This grounded theory study was conducted in a manner that

met the four criteria of research trustworthiness.
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CHAPTER 4

DATA ANALYSIS AND RESULTS

The purpose of this chapter is to present and discuss the findings from Study One and
Study Two. The findings from each study will be discussed individually. The findings from the
quantitative Study One will provide information regarding the sample, scale purification method,
and hypotheses analysis. The findings from the qualitative Study Two will provide information
regarding the sample, data collection, data analysis, analysis results, and research

trustworthiness.

Study One: Quantitative Research Findings

Sample

The research participants were senior undergraduate logistics majors registered in a
senior capstone course at a large southeastern university. During the course, the students had
received training on interorganizational negotiations, buyer-supplier relationships, and supply
chain management. The total sample size was 86. Per Hair et al. (2010), the minimum sample
size requirements are that the number of participants in each cell must be larger than the number
of dependent variables. However, as a rule of thumb, twenty participants per cell is a
recommended minimum (Hair et al. 2010). This study exceeded the minimum requirements with
at least 22 participants per cell. All sample sizes per cell were approximately equal with 22 or 23

participants (Hair et al. 2010).
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The sample was 81% male. The average age of the participants was 23.74 years. The
average number of years of work experience was self-reported by the participants as 4.3 years.
However, over 81% of the participants self-reported at least one year of work experience. Table

5 presents additional information about the sample participants.

Table 5: Sample Characteristics

Gender Total Percentage
Male 70 81.4%
Female 16 18.6%

Age
21 years 17 19.8%
22 years 33 38.4%
23 years 15 17.4%
24-26 years 9 10.5%
27-29 years 5 5.8%
30+ years 7 8.1%

Work Experience
<1 year 16 18.6%
1-2 years 14 16.3%
3-4 years 11 12.8%
5-6 years 14 16.3%
7-8 years 14 16.3%
O+ years 8 9.3%

Analysis

Scale Purification

Following the guidelines of Garver and Mentzer (1999), the researcher used scale
purification techniques to determine unidimensionality, reliability, convergent validity, and
discriminant validity. Principal components analysis was used to determine convergent validity

and unidimensionality. The appropriateness of using factor analysis was assessed using
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Bartlett’s test of sphericity (sig<.000) and Kaiser-Meyer-Olkin measure of sampling adequacy
(0.871) (Hair et al. 2010). These tests suggested sufficient correlations to apply factor analysis.
The factor loadings are shown in Table 6. The factor loadings are not cross-loaded and exceed
the 0.50 value that is generally necessary for both statistical and practical significance (Hair et al.
2010). Cronbach’s coefficient alpha was utilized to examine internal consistency reliability and
indicate that the items portray the constructs studied (Churchill 1979). Per Nunnally and
Bernstein (1994), the recommended value for alpha is 0.70, and all of the study constructs
exceeded this level (see Table 6). Average variance extracted (AVE) was utilized to determine if
the constructs have discriminant validity. It is recommended that the values are > 0.05, and all
AVE values exceeded this suggested threshold (Hair et al. 2010). The AVE values were also
compared to the squared correlations for the different pairs of constructs. Per Fornell and
Larcker (1981), discriminant validity is also suggested when the AVE values are greater than the
squared correlations. This condition was also met. The AVE values and squared correlation
values are presented in Table 7. The measures used in the Study One experiment were deemed

acceptable based on the results of the previously discussed scale purification procedures.
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Table 6: Principal Component Analysis Factor Loadings

Relationship Process
Trust Specific Assets Cooperation Integration
0=0.968 0=0.926 0=0.881 0=0.896
0.911
0.906
0.898
0.884
0.868
0.844
0.824
0.814
0.807
0.827
0.747
0.746
0.709
0.783
0.782

Table 7: Average Variance Extracted

RSA COOP TRUST Pl
Relationship Specific Assets 0.67
Cooperation 0.42 0.61
Trust 0.24 0.27 0.80
Process Integration 0.45 0.47 0.28 0.79

Diagonal: Average variance extracted; Lower Matrix: Squared correlations
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highly interdependent relationships. These findings offer support for H3a and H3b. H3c and
H3d were not supported. The interaction effects of interdependence and negotiation strategy on
relationship specific assets, trust, cooperation, and process integration are shown in Figures 4-7.

A summary of the hypotheses tests is presented in Table 9.

Figure 4: Relationship Specific Assets
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Table 10: Summary Tests of Hypotheses

Hypothesis Prediction Finding
H1 An increase in interdependence leads to an increase in:
(a) relationship specific assets (p<.001) Supported
(b) cooperation (p<.01) Supported
(c) trust (p <.05) Supported
(d) process integration (p<.01) Supported
H2 A competitive negotiation strategy leads to a decrease in:
(a) relationship specific assets trust (p<.05) Supported
(b) cooperation (p<.01) Supported
(c) trust (p<.001) Supported
(d) process integration (p<.01) Supported
H3 A competitive negotiation strategy decreases:
(a) relationship specific assets (p<.05) Supported
(b) cooperation (p<.05) Supported
(c) trust (p=.124) Not Supported
(d) process integration (p=.239) Not Supported

...more in highly interdependent relationships than in lower

interdependent relationships.

86



Discussion of Quantitative Study One Results

Quantitative Study One was designed to theoretically test the effects of collaborative and
competitive negotiation strategies on the relational negotiation outcome variables — relationship
specific assets, trust, cooperation, and process integration. As predicted, negotiation strategy
was shown to impact relational outcomes. Social exchange theory suggests that the outcomes of
individual negotiation encounters will influence the future of the ongoing buyer-supplier
relationship (Thibaut and Kelley 1959). Overall, the experimental results support the purpose of
this research to broaden the scope of negotiation research beyond discrete event outcomes to
better understand the way negotiations fit into ongoing buyer-supplier relationships.

Study One’s experimental data implies that negotiation strategies and interdependence
are related to several important relational negotiation outcomes. Per Hypothesis One, as
interdependence increases, relationship specific assets, trust, cooperation, and process integration
also increase. Previous research has supported this finding suggesting that buyers and suppliers
view the relationship as more important as levels of interdependence increase (Gundlach and
Cadotte 1994). Thus, buyers and suppliers will behave in ways that build a long-term
relationship (Kumar et al. 1995). In contrast, as suggested by Hypothesis Two, the use of
competitive negotiation strategies decreases the amount of relationship specific assets, trust,
cooperation, and process integration in buyer-supplier relationships. Previous research has
suggested that a competitive negotiation strategy is appropriate in more transactional supply
chain relationships (Zachariassen 2008). Consistent with SET, the choice of using a competitive
strategy means that the relational costs of this strategy are less than the perceived benefits

(Thibaut and Kelley 1959). As a result, empirical support is provided for the claim that
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monetary negotiation outcomes such as profit and psychological negotiation outcomes such as
satisfaction do not adequately capture the relational impact of different negotiation strategies.
Discrete negotiation encounters seem to have a broader effect on the ongoing buyer-supplier
relationship than is generally captured in the literature. From a theoretical perspective, the
findings from this behavioral experiment offer further empirical support for the principles of
Social Exchange theory and its reciprocity tenet.

While the overall interaction (Hypothesis 3) between interdependence, negotiation
strategy, and the relational outcome variables was not significant, there were significant
interactions with two of the dependent variables, relationship specific assets and cooperation.
Thus, in a highly interdependent buyer-supplier relationship, a competitive negotiation strategy
will lead to less investment in relationship specific assets (H3a) and less cooperation (H3b) than
if negotiators use a collaborative strategy. Therefore, the experimental results suggest that a
competitive negotiation strategy is less damaging in relationships that are less interdependent,
but in close, highly interdependent buyer-supplier relationships, the use of a competitive
negotiation strategy reduces the amount of investment and willingness to work together among
supply chain members. Consistent with SET, buyers-supplier relationships with different levels
of interdependence will require different cost-benefit tradeoff evaluations for the selection and
use of certain negotiation strategies (Griffith et al. 2006).

While H3c and H3d were not significant, the dependent variables without significant
interactions also provide interesting insight into the effects of a competitive negotiation strategy.
Trust and process integration exhibited significant simple main effects with a competitive
negotiation strategy. This finding suggests that a competitive negotiation strategy has a negative

impact on trust and process integration regardless of the level of interdependence between the
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buyer and supplier. Trust has been accepted as a critical component of buyer-supplier
relationships (Fawcett et al. 2007; Doney and Cannon 1997). This finding implies that the use of
a competitive negotiation strategy damages the buyer-supplier relationship, even if the parties
involved are not heavily reliant on each other. Relationship specific assets and cooperation may
be able to withstand the harmful effects of a competitive negotiation strategy in relationships
with low levels of interdependence, but a competitive negotiation strategy seems to threaten the
amount of trust and process integration.

The results of Study One emphasize several important issues, managerial and theoretical,
that are vital to the study, understanding, and management of negotiations in ongoing buyer-
supplier relationships. Relationships are at the core of supply chains (Mentzer, et al. 2001;
Cooper et al. 1997) and given the importance of interorganizational negotiations in achieving
performance goals (Herbst et al. 2011), the results of this portion of this dissertation research are
indeed practical and timely. The managerial and theoretical implications will be discussed

further in the final chapter.

Study Two: Qualitative Research Findings

Sample

In order to learn more about the negotiations in ongoing buyer-supplier relationships,
managers at a variety of different organizations in different industries were sampled. In total,
twelve individuals contributed to this study. Six of the participants are currently in buying roles,
and six participants are currently in supplying roles. However, several participants have

previous experience on both sides of the buying relationship. Participants’ years of buying or
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selling experience ranged from 5 to 24 years. Table 11 presents additional information about

each of the research participants.

Table 11: Qualitative Research Participants

“Name” Buyer or | Years of Title Industry
Supplier | Experience

Allie Buyer 11 Merchandising Director | Retail

Anna Kate | Supplier | 21 VP Global Operations Manufacturer — Patio Furniture

Ben Buyer 5 Senior Manager - Manufacturer — Apparel
Procurement Services

Bo Buyer 24 Director of Competitive | Specialty Retailer
Intelligence

Charles Buyer 7 VP Corporate Sourcing | Health Insurance

Harry Supplier | 15 General Manage - Sales | Transportation

Joe Supplier | 20 Sales Engineer Manufacturer - Automotive

Luke Supplier | 13 Director of Sales for Manufacturer — Hardware
National Accounts

Mark Buyer 9 Merchandising Director | Retail

Rick Buyer 5 VP of Inventory and Specialty Retail
Transportation

Sam Supplier | 9 President and Sales Manufacturer — Automotive
Manager

Susie Supplier | 11 Senior Merchandise Manufacturer — Apparel
Manager

Data Collection

An interview guide was initially used to ensure focus on the phenomenon of interest, but
the conversations were open and flexible enough to allow the participant to steer the discussion
in any direction pertaining to negotiations and interorganizational relationships. Participants
were encouraged to draw from actual experiences.

Data was collected through discovery-oriented depth interviews (McCracken 1988) with
buyers and suppliers who have experience negotiating with other organizations. The preliminary

interview guide can be found in Appendix H. The interviews were conducted in person or via
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telephone. The interviews lasted between 30 and 75 minutes. Each of the participants gave
their consent for the taping of the interviews. All interviews were transcribed verbatim for
further analysis. This resulted in 171 pages of transcribed interviews.

Purposive and theoretical sampling techniques were used to guide the data collection
process. Purposive sampling involves the selection of participants based on their negotiation
experience in a buying and/or selling role that is not obtainable from other potential participants
(Maxwell 1996). Several initial interviews were collected, analyzed, and coded. The researchers
then determined the next research participant based on the ideas developing from the data, which
is consistent with theoretical sampling (Strauss and Corbin 1990, Mello and Flint 2009). In
grounded theory, data collection is supposed to proceed until the researchers determine that
theoretical saturation had been reached. Theoretical saturation means that no new information is
being acquired with each additional interview. It is not unusual for theoretical saturation to be
reached in less than eight interviews (McCracken 1988). After nine interviews, the researchers
believed that they were reaching theoretical saturation, but they collected three additional

interviews from other industrial contexts to increase confidence in their findings.

Data Coding and Analysis

Data coding and analysis proceeded consistent with grounded theory procedures
(Creswell 2007; Strauss and Corbin 2008). Each transcript was read multiple times by two
researchers in order to understand the stories and experiences of the participants. The
researchers would then meet and discuss their individual analysis to see where similarities and

differences in analysis existed. The researchers then coded words, sentences, and paragraphs to
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begin to identify emerging concepts. The constant comparative method (Strauss and Corbin
1998) was applied where the researchers worked within and between transcripts to compare and
contrast the conceptual codes. This method is especially beneficial in determining how new

transcript data fits with previous analysis.

Research Trustworthiness

The rigor of qualitative studies is evaluated on different criteria than quantitative studies
(Pratt 2008, 2009). Two types of criteria have been applied to grounded theory studies. Table
12 identifies and defines each of the criteria and indicates each was dealt with in this study.
Given the perceived trustworthiness of the research process and findings, this grounded theory

study was believed to be considered rigorous in its data collection, analysis, and interpretation.
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Table 12: Evaluating the Research Trustworthiness of Study Two

Trustworthines | Definition* Applied in this Study
s Criteria*
Credibility Extent to which results appear | ¢ Interviews were conducted over 18

to be acceptable
representations of the data

months with continued data analysis
Several participants were provided with
data interpretations and asked for
feedback

Transferability

Extent to which the findings
may transfer to other contexts

Used theoretical sampling techniques

A variety of buyers and suppliers in
different industries, firm sizes, and years
of experience

Dependability

Extent to which findings are
unique to time and place; the
stability of the explanations

Participants discussed recent negotiations
and relationships as well as previous
experiences that occurred several years
prior

Confirmability

Extent to which
interpretations are the result
of the participants and
phenomenon and not to
researcher bias

Multiple researchers were involved in the
interpretation of the over 170 pages of
transcript data plus additional notes pages
Other researchers were asked to review
and assess the findings

Integrity Extent to which findings are | ¢  The interviewer conducted the interviews
the result of misinformation in a professional and nonthreatening way
or evasion by participants following accepted procedures

e Participants were assigned a pseudonym
to ensure anonymity

Fit Extent to which findings fit e This was addressed by the researchers

substantive area

methods of addressing credibility,
dependability, and confirmability

Understanding

Extent to which theory makes
sense to participants

A summary of findings was presented to
participants to determine if the
interpretations are realistic

Generality Comprehensiveness of e The length of the interviews was long and
construct and theory open enough to allow the emergence of
development many facets of negotiations and buyer-

supplier relationships to emerge

Control Extent to which aspects of the | ¢ Some of the variables that emerged in the

theory can be influenced

theory were variables that participants
have some degree of control over

* Criteria and definitions adapted from Flint et al. 2002, p.106; Flint and Mentzer 2000; Strauss
and Corbin 1990; Hirschman 1986; and Lincoln and Guba 1985
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Study Two Qualitative Findings

Previous studies of buyer-supplier negotiations have largely approached the research
from a discrete event focus that ignores the existing, ongoing relationship between the involved
parties (Greenhalgh and Chapman 1998; Gelfand et al. 2006; Daugherty 2011). The findings
from this grounded theory study that will be discussed explored two main research ideas. First,
while Social Exchange Theory would suggest that current negotiation encounters would impact
future buyer-supplier interactions (Thibaut and Kelley 1959), empirical evidence on how actual
buyers and suppliers view negotiations in the context of the ongoing relationship is lacking.
Next, previous negotiation strategy research has endeavored to identify an optimal strategy and
studied discrete event outcomes like profit and buyer satisfaction. Study Two explored how
buyers and suppliers view the use of specific negotiation strategies and how those strategies

ultimately impact the future of the supply chain relationship.

The Negotiation — Relationship Link

Relationship literature suggests how buyers and suppliers in ongoing supply chain
relationships view negotiations, but empirical evidence to support this is lacking. Three main
themes emerged addressing the negotiation-relationship link: negotiations are part of the overall
relationship, they are frequent, and buyers and suppliers approach them with an eye on the
future. Joe, a sales manager, summed it up when he said, “we believe that with any customer,
it’s a relationship building opportunity.” This provides support for the need for negotiation
research to be more relational and less transactional in nature. From a personal perspective,
Harry, another sales manager, shared why he approaches negotiations with a relational

perspective: “no, | never focus short term because I'm in it long term. That’s why when you re
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negotiating and you have different issues, you know, I've got another 25 years to put into this
business.”

Several managers indicated that they are constantly negotiating and that it’s hard to
separate the negotiation from the relationship. For example, Charles, vice president of sourcing,
says, “my personal belief is that every communication you have with a third party is a
negotiation, whether you think so or not” and Rick, vice president of inventory and
transportation, states “/we 're negotiating] pretty much all the time.” Allie, merchandise director
of a major retailer, says:

1 think about every day there is something to negotiate. It doesn’t necessarily mean we
are negotiating items and products or anything like that. But we might be negotiating
space in a tab or we might be negotiating space online, we might be negotiating special
values or promotions. Things like that. So, we literally, almost every day, there is
something that we talk about.

Luke, director of sales, also shares a similar perspective with Allie:

It could be as often as daily. It’s pretty... I don’t know if it’s a consistent frequency that [
could tell you. 1'd say it’s kind of an ongoing negotiation that I kind of look at it as the
relationship between the buyer, in my case the people that I'm calling on, and the seller,
me, is really an ongoing negotiation in some regards. So I don’t know that there’s..
there’s obviously some specific instances where I have a proposal to present and that’s
an on purpose negotiation, but I think you’re continuously cognizant of what you are
doing on a day in and day out basis just from an activity level or support level and how
that ultimately translates into the relationship is part of the ongoing negotiation process.

In this final example, Bo shares how intimately related negotiations and relationships are and
how they link to the future:
1t’s a little more difficult to say that there’s a specific negotiation that you put your hands
around. You follow what I mean? It’s more day to day long-term relationship building
as opposed to this year I'm going to buy from this guy and next year I'm going to buy
from that guy because he’s got the better price or the better quality, whatever you 're
looking for.

The managers interviewed indicated that there is a relational component to buyer-supplier

negotiations and that individual negotiation encounters are often viewed as opportunities to build
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on the existing relationship. As a result, these findings contribute to the limited empirical
research on negotiations from a buyer-supplier relationship perspective and address the concerns

of “arelationally biased” negotiation research (Gelfand et al. 2006).

Common Negotiation Strategies

Negotiation research has commonly identified two dominant negotiation strategies that
buyers and suppliers are believed to use (Krause et al. 2006). During the interviews, the
participants were asked to describe the negotiation style that they are more likely to use and then
they were asked to discuss what strategy their buying or supplying counterparts are more likely
to utilize. The interesting findings came from the participants’ thoughts on their negotiation
counterpart’s use of certain strategies. Consistent with negotiation strategy literature, the
contrasting collaborative and competitive strategies will be addressed. After discussing the
effects of using certain strategies, the relational outcomes that are affected by these strategies

will be discussed.

The Collaborative, Win-Win Approach
A large number of the participants indicated that a collaborative approach is the strategy
that they prefer to use in buyer-supplier negotiations. For example, Allie describes her preferred
strategy this way:
I would kind of say that my negotiation style is, | tend to be more of a, | listen a lot and
then try to find a common ground. ’m not one that goes in as a dictator or it’s my way
or the highway type... I tend to negotiate collaboratively... I always want to find

something mutually beneficial. It needs to work for me, but it needs to work for the
vendor as well.
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Bo has worked for a number of different retailers in a buying role and he discussed the strategic
approach that the specialty retailer that he currently works for utilizes:

You know, we have a basic philosophy here of trying to have a win-win. We re not a,

we re not the kind of retailer, like some of my past retailers, that it’s all about the retailer

getting as much money as then can. They don’t really care what it does to the supplier.

We try and make sure it’s a long term relationship and it’s something that will benefit

both of us.

Bo went on to describe a specific example of how negotiating collaboratively benefited both his
company and one of their suppliers:

With most of our large vendors, we have a pretty good understanding of the win-win

approach... For example, there’s a company that ['ve mentioned that we 've had a pretty

good relationship with for about ten years. We ve basically helped them grow their
business from nothing to where they sold it, and it was collaboration. It wasn’t just us or
it wasn’t just them. \We worked together on a lot of pretty big promotions over the years.

The guy that started the company wrote a bunch of books and did speaking tours and

stuff like that. You know, we promoted his books, gave away his books in stores to help

sell the product. We did a lot to help them grow and in turn, they did a lot for us.
Both of these examples are consistent with how negotiation literature defines a collaborative as
trying to find outcomes that are mutually beneficial and are focused on working together in the
long-term (Mintu-Wimsatt and Graham 2004).

Anna Kate offers her perspective on the choice of negotiation strategy: “it has to be win-
win. Say your business is here. It’s at X and we expect it to go to Y because we’re going to put
your product into a thousand more stores, but we need you to pay for the reset, etc. In that case,
it is a win-win.”

Rick links his organization’s choice of using a collaborative strategy with the desire for
building and maintaining a long-term relationship. He also discusses why a contrary strategy is
not desirable.

1 think we’re always thinking about the future of the relationship. Part of the reason we

don’t try to have a lot of contentious negotiations is because if you have a negotiation,
it’s really rough. You go back and forth and even if you end up in an okay place, both
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sides tend to feel a little bit, I don’t want to say bitter, but don’t have a great taste in their
mouth. Then, you have to do business with each other for a year or two years or three
years or however long that contract is for...so, you have to keep in mind while that while
you re negotiating, not only are you trying to negotiate a contract, but you're also trying
to negotiate a relationship that you 're going to have to work with these people for the
next several years so you want it to feel good when everyone gets done with it.

These findings provide support that buyers and suppliers in a variety of different
organizations in different parts of a supply chain are utilizing collaborative, win-win negotiation
strategies to help build their overall relationships. While research has advocated the use of a
collaborative strategy in buyer-supplier negotiations (Zachariassen 2008; Graham et al. 1994),
some researchers have suggested that negotiators aren’t actually practicing this type of mutually
beneficial approach (Ramsey 2004) or are going to be exploited if they do (Zachariassen 2008).

Interestingly, the previous qualitative data presented the perspective of the use of a
collaborative strategy by the participant. More insight is gained by examining the reaction of the
participants when organizations employ a win-win approach when interacting with them. Bo
says of the vendors that he and his company work with that “more and more are moving towards
the collaboration [strategy].” Sam works for a manufacturer in the automotive industry he
acknowledges the challenges of trying to negotiate collaboratively in this competitive
environment:

Well, from our perspective, we want to be more of a collaborative style. We really want

to develop a relationship that’s trusting and feel like it is a partnership so to speak. The

majority of our customers really try to flex it. They 're more of the, I would say, almost
competitive style. They are trying to gain everything that they can. | mean, at the end of
the day, it feels like, especially these larger organizations, maybe some of the layoffs that
they’ve had in the past couple years have basically shown those that are still left that the
only way thar you re going to have job security is if you are a total performer and a lot of
time, unfortunately, those that have stayed are very cutthroat, you know, they re just
forced into it just because of some of the recent decisions theyve seen in the company
around them. So, again, collaborative on our side, were looking to be a partner. Those

guys are still pretty competitive. They may use words like partnership and relationship
but the word doesn’t match the deed... Where it’s a commodity as an example, you better
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be ready for it. Take your body armor into the negotiations because it’s going to be
pretty much a power play. They re going to beat you up on every aspect.

The Competitive, Win-Lose Approach

The tone of many interviews changed when the discussion turned to a competitive

negotiation strategy. It was evident that most participants had experienced a competitive

negotiation and as evidenced by the emotion and tone of the participants’ voices, being on the

receiving end of a win-lose negotiation had far-reaching effects. Mark recalled a past approach

that buyers in his company frequently utilized and how it was not the way his company wished

to do business any more:

We could have done the old shoot out process where you keep suppliers in the hotel lobby
all night long and call in one and rape them for their lowest cost and then call the next
guy in and rape them for theirs and just go back and forth until finally you just give it
back to the incumbent at a much, much lower cost and that actually is a strategy we
specifically are avoiding because we believe that has long term impact to our supplier
relationships that are negative. Extraordinarily negative... Year one works great. Year
two, if I'm the non-incumbent why would | come give you my lowest cost? Why would |
show up at all?

Anna Kate discussed how challenging it is to work with a customer that is looking out only of

their best interests:

They won'’t take cost increases so I mean, that’s hard. When you 're making the product
that we do and it’s a commodity item and you have fluctuations in currency and labor
costs more and the basics of production, you know, supplies, products, and materials go
up. It’s tough because they won’t accept cost increases. If you can actually give them
one, you pray to God that they don’t find somebody else willing to make a cheaper good.

Allie offers a perspective that several other participant shared as well. The use of a competitive

negotiation strategy is often corporately influenced. She shared this with the interviewer:

My experience, honestly, with this company is that the folks that are defensive and that
are competitive. That is normally corporately driven. It’s not, because the folks that face
us day to day, I mean, it is just stupid for any company to put somebody in front of us that
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is not going to try to do what we want. That doesn’t do something mutually beneficial for
both of us. In my experience, there are certainly people you are going to cross like that
and they are not going to be around very long and that is the honest truth. It is really
stupid for companies to put someone like that in front of us. Not daily.
Bo offered a complimentary perspective to Allie’s on a supplier counterpart using a competitive
strategy: “yeah, that’s more company attitude. I don’t think that’s necessarily a sales rep trying
to make his goals for the month. It’s more that they 're pushing the corporate line.”

Rick also shared his experience with a specific supplier that employs a more competitive

negotiation strategy:

Really the only ones we always have contentious negotiations with and it’s just because
of how their company is structured is Company X. Company X is not fun to negotiate
with. They tend to only look at things from the Company X perspective. They tend not to
want to partner. You don’t really walk away from that with a bad feeling because you
understand that’s how Company X is but if you had another partner in the business and
you had that type of relationship you would tend to walk away and not feel real good
about it and that you ve got to work with them.

Several others echoed Rick’s sentiments that you don’t “feel” as bad about a competitive
negotiation when you know that is part of their corporate strategy. Luke shares his experience

with this example:

1 think it’s definitely organizationally influenced without a doubt. There’s a mandate that

is, hey, you need to go get the best price, period. No ifs, ands, or buts about it, or I don’t

care about price, you need to go improve your margin right now. Or I don’t care about

price, margin, or top line, you need to go reduce your inventory right now. Those

mandates definitely influence purchasing behavior.

As the researchers further explored the competitive negotiation strategy, two additional
concepts emerged. The first is that an unexpected strategy switch from collaborative to
competitive can be extremely damaging. Surprisingly, if the organizations are in a committed,

ongoing relationship, they are unlikely to end the relationship, despite the violation of strategy

expectations. Luke offered his perspective on a switch from a collaborative strategy:
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The people that you 've got relationships with are the folks that you’ve got a vested
interest with, right? You put a lot of your blood, sweat, equity into those relationships.
1t’s like anything else. The people that you care about the most or you know the most are
the ones that professionally or personally cause you the most disruption or the most
heartache...We 've been collaborating on this for six months and now all of the sudden
you change direction in the eleventh hour. This is going to cause major heartache in our
organization. We’ve got inventory invested in this program. We made those bets on you
as a customer based on our relationship and we took a risk and now you 're leaving us
high and dry... let me make sure everybody understands what the impact to our
organization really is and what our alternatives really are. Are we going to absorb this
impact of change? It may be a negligible impact or it may be a substantial impact.
There will be repercussions to the business relationship and that may be in the form of
pricing or it may be in the form of availability or it may be in the form of the next time
you ask me to do something, I'm going to say no. You can’t just arbitrarily tell us, you
can’t arbitrarily agree to things and then change direction without collaboration. If we
establish ourselves as a collaborative relationship, it needs to be collaborative. If we’re
going to gamble that the entire process is going to be collaborative, that means believing
you guys, trusting you guys, and making decisions based on what you’ve told us. Ifit’s
not a two-way collaboration or you're not going to live up to your end of the
collaboration, then we need to take a different approach to this whole thing. There’s
definitely a significant impact when there’s a material shift in direction.

Rick also discussed how the future of a relationship can be negatively impacted by a
switch to a competitive negotiation strategy:

When a partner comes back and uses that approach to a situation, I think it it’s a

negative on the future view of that organization and how you look at it. It makes you

think harder about how much you re willing to partner with them and how much you’re
willing to do with them because you always have in the back of your mind that they could
come back at any point and say I'm not interested in doing this or I need to pass you this
increase. I know we didn’t talk about it because I wasn’t thoughtful enough to think
about this and how much it would cost me going forward. So, it absolutely impacts how

we think about them. The future doesn’t mean that we’ll make a change or not make a

change, but it certainly would make us question any proposals they would give us a lot

more.

It is important to notice the insinuation of the possibility of ending the relationship. The
interview data revealed a variety of ways that a competitive approach can damage a relationship,
particularly if the win-lose strategy is not the usual way that negotiations are handled. However,
most participants made it clear that terminating the relationship may not be the ultimate outcome.

For some, as Sam presents, the business is too important to walk away from:
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At this particular point, we just need to turn the other cheek and take it and say, okay,
given this economy and the alternative options out there; we need to do whatever it takes
to win the business. I think we’d all like to get to a point where we could tell some of our
high maintenance customers, thanks, but no thanks. I'm looking forward to that day to
be honest with you. Idon’t see that any time soon.

Anna Kate shared about a company that uses a competitive approach and is very difficult
to do business with, but she is trying to keep a long-term perspective about their relationship:

I look at how my company gets annoyed at Retailer X because Retailer X can honestly be

a pain in the neck and they are very, very tough to deal with. However, they also have

stores in the US, Taiwan, Korea. They are a huge, huge account so they can be really

difficult to work with and I know sometimes my boss would just as soon not even do
business with them, but you have to. To me, it’s a long term thing and say, okay, it may
be painful right now, but they are a huge company and they are growing and doing well.

They 're expanding into even more countries so I guess that’s a big part of it too, looking

at it as a long-term relationship.

The interview data showed that once an organization gets into a long-term committed
relationship with another organization, it can be very difficult to end that relationship because of
the resources invested, importance of the business, or the future potential.

Figure 8 provides a model of the impact of negotiation strategy choice on ongoing buyer-
supplier relationships that was derived from the qualitative data. The model starts with the
history of the relationship that the buyer and supplier are bringing into a negotiation. As a result
of that history, buyers and suppliers have expectations of how they anticipate their negotiation
counterpart to act. The negotiator will either use a competitive or a collaborative negotiation
strategy, and this strategy choice will either be expected or unexpected by the negotiation
partner. The combination of negotiation strategy used and expectations impacts factors that are
important to the overall buyer-supplier relationship. The impact on the relationship factors will

then either build on the existing relationship, damage the existing relationship, or have no impact

on the overall relationship (stasis).
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Figure 8: Model of the Impact of Negotiation Strategy Choice on Relationship Factors
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The remainder of this discussion is going to move from focusing on the entire theoretical
model presented to discussing the important relational factors that emerged from the interviews

and how they can be affected by negotiation strategy use in buyer-supplier negotiations.

Identifying the Important Relational Factors

As the researchers analyzed the qualitative data, five leading factors emerged as being of
importance to the overall buyer-supplier relationships and subject to fluctuate based on the use of
different negotiation strategies. The five factors identified were: trust, investment, information,

collaboration, and integration. Each of these factors will be discussed in detail.
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Trust

Trust is often identified as a critical component of buyer-supplier relationships (Fawcett
et al. 2007; Doney and Cannon 1997). All of the participants mentioned the importance of trust
during the course of their interviews. “The goal is to have suppliers that we learn to trust, that
we learn to grow together, that we learn to depend on, but who depend on us” (Allie). As Susie
explains, mutual trust has been part of their success in some long-term relationships:

Some of our contracts we’ve had for like thirty years and they 've never gone out to bid.

Some of these businesses we 've had and maintained. It’s just unbelievable, but it’s

because of the service that we provide and the trust that the company is great that we
work with and they trust us.

Trust was also linked back to the personal relationships that develop between buyers and
suppliers which exist even if one or the other moves to a different organization. Anna Kate

shared her experience with that:

That goes back to the relationship with Bob at Retailer Q. I'm still working with him and
there’s definitely a trust factor there. It goes back to relationships. It helped us get our
foot in the door with Retailer Q as we had done business at another company. That
personal relationship was a big part of it and obviously trust goes hand in hand with
that... That doesn’t mean they re going to add business with you because they know, but

there is, it all goes back to that trust factor. It gets your foot in the door and they know
we re not going to screw them over.

As Harry suggests, difficult discussions, such as negotiating additional charges for an
extenuating circumstance, are likely to result in better outcomes when there is a level of trust:

| said, hey, our normal rate is $500. In order to get these there in a timely fashion like

you need we 've got to send a local truck in there to pick them up. I’'m going to need an

additional $65 in order to compensate my driver to do that. A lot of times like that if you

explain, you know, they have to trust in you. | mean, if you know them, and they have

trust in you, you explain what’s going on. They realize you re not trying to gouge them.

As important as trust is suggested to be by the research findings, it is also clear that a lack

of trust or a violation of trust changes the way that buyers and suppliers negotiate with each
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other. Allie discussed how a supplier can break her trust when they make exclusive agreements
with a competing retailer or demand a price increase after they’ve won business because of new
pricing. The impact has lasting effects on her relationship with them as she explains below:

The relationship sours right away. It is not a good relationship from then on. There is
very little information shared back and forth at that point. Personally, I do not tell that
supplier anything more than | have to to keep the business running. There are no
insights into my strategy and into my plans, into my advertising ideas, nothing. | would
not feel comfortable telling them much of anything. At that point, we are just selling their
product. There is not strategic plan together to grow the business and that is never the
way we want to work...when the trust is broken it is very hard to build back... if I can’t
trust a supplier, I certainly don’t want to have them. I don’t want them around long
because who knows what they are going to do. Who know is they will stop doing business
with me. Who knows if they are in trouble. You have to have trust.

While most of the participants talked of working hard to build trust with their buyers and
suppliers, Sam talked about his lack of trust of his customers given the highly competitive
environment he works in:

So, what they [his customers] don’t know is that we 're negotiating directly with the OEM
[original equipment manufacturer] which is going to make us a directed source and
therefore, it’s going to take some power away from our customers. When that happens, |
guess I'm waiting to play the card that you know back when you said we were partners
and then you spit in my face. I've got Mike over here that I'm trying to build a better
relationship with. It sounds vindictive and in a way, it kind of is, but that’s kind of our
current strategy because I don’t trust my customers now. They kick me to the curb as
quick as they can.

Bo talked about how his company will shift to a negative perspective of an organization
if their trust is broken:

There’s definitely an element of trust that we definitely believe, you know the old adage,

excuse the phrase, screw me one, shame on you. Screw me twice, shame on me. We

definitely abide by that. We don'’t like to be promised stuff and then it not come through.

We can hold a grudge, if you will, be we don’t like to. We certainly will work harder with

those companies that work with us.

Trust was overwhelmingly considered an important part of buyer-supplier relationships.

The participants also indicated that switching to a competitive negotiation strategy has a long-
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term impact. The buyers and suppliers discussed several different behaviors that they change
when a competitive negotiation strategy breaks the previously established trust. They will

withhold information, promote other suppliers, remove from advertisements, and so forth.

Relationship Investments

The second relationship factor that will be discussed has been labeled investment. There
are a variety of different types of investment that were discussed: assets, inventory, equipment,
people, processes, and intangibles (Xie et al. 2010; John and Heide 1988). Different types of
investments may be part of the buyer-supplier negotiations, or they may be differentiators that
are brought to the negotiation table. Ultimately, buyers and suppliers are more likely to make
investments in long-term relationships than in transactional purchases. As Joe points out, his
organization keeps an open mind about future opportunities and how they might meet the needs
of their customers:

We are not limiting ourselves just to the products that we may have developed at this

point in time. We are open to similar products and have put in equipment to supply

those.

Joe provides an example of investments in assets that may be specific to a certain
relationship. He went on to talk about how this willingness to be open to new products has
allowed them to explore and negotiate new opportunities than would otherwise have been
possible.

As an apparel manufacturer, Susie’s organization helps some of their customers take

advantage of new technologies:

If we have a customer who is Sophisticated and they 're tracking RFID through their
whole laundry process or their distribution process, we will attach it [RFID tags].
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She also talks about how her company is invested in adding value for their customers
through a variety of different techniques:

We do a lot of things to help our customers grow their business, with marketing support,

with merchandising support. We design programs for our customers. We help them

build their catalog. We give them our catalog and let them wrap it with their picture,
their information on the front. We provide leads. If we’re out in the market and we hear
something, we call distributor ABC and say, hey, weve got this lead for you. I really try
to look at a customer and where we can add value.

From the buying side, Mark talked about how the investments by a supplier have enabled
them to win the category business in annual product line review negotiations:

In one commodity category, we recently went with a higher cost supplier who has

historically been dedicated to servicing our company and that kind of thing. But it really

came down to, when we talk about flexibility, their willingness to go out on this
commodity, move upstream in the supply chain in terms of how they procure their own
raw materials and some other things. Literally, they re doing the forward looking kind of
effort to ensure that they can service us for the long term. We actually pay more to

insure that our long term supply is never disrupted, that they own their raw materials,

that they can control pricing better and that kind of thing. So, while that feels and could
be judged as intangible, it is actually, obviously from the business impact, is very much
tangible and material.

Participants solely talked about relationship investments in collaborative, long-term
relationships. Use of a competitive negotiation strategy, especially an unanticipated use, results
in a decline in relationship investments. If buyers and suppliers are making significant
investments into a relationship, they are more likely to use a collaborative negotiation strategy
because the financial consequences of a failed relationship are too great (Anderson and Weitz
1992). Previous research has supported that investing in specific supply chain relationships is a

common business practice (Cannon and Perrault 1999).

Information Communication
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A third relational factor that participants discussed was the movement of information in
buyer-supplier relationships. The way that information is shared seems to be influenced by the
side of the negotiation table and the level of the relationship. First, the data suggests that a
traditional information role for a supplier is often as an information gatherer. When suppliers are
preparing for a negotiation, they are trying to sponge up as much information as possible. As
Susie says, “we try to gain all of the intelligence around that piece of business that we could and
you know, most of the time those companies have set budgetary or fiduciary parameters where
they are only going to pay this much for this apparel program.” Sam reiterates “we re trying to
get as much information from the customer as we can... our guys do a good job of listening and
they’ll come back and they compile market research and they know kind of the price points of
our customers, if it’s a decision to be made on pricing.”

On the other side of the negotiation table, the buyers are often information givers. The
suppliers are trained to listen and soak up all the information that they can and the buyer has
often fulfilled the role of telling the supplier what they want or need them to do. Mark shares
how his organization gives information to their suppliers before product line review negotiations:

Ahead of those meetings, you 're actually sending information to your suppliers that
prepares them for what you want to talk about. The discussions and frankly negotiations
are shaped much more than they may have been in the past in terms of them knowing
where we re headed with the business and trying to insert themselves into our overall
strategic direction, as opposed to kind of letting them set their own product line up or
marketing spin.

These more traditional buyer and supplier information communication roles seem to
disappear as the relationships become closer. The roles of information gatherers and givers

evolve into a more open exchange of information. A collaborative negotiation strategy is

necessary for this type of information sharing. Rick views this type of information
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communication as “both parties are bringing opportunities to the table and talking about ways to
improve the business, both from a service and a cost perspective.”

Charles has worked a several different organizations of different sizes and he discusses
how the exchange of information and ideas with suppliers and customers has enabled the
different companies that he has worked for to tap into valuable resources that are not on their
payroll:

The thought was that you've got a lot of smart people, but there’s a lot of smart people

with everybody that you interact with and let’s tap into that as opposed to just within the

four walls of [former company name] ... We kind of use that, as a smaller company,
because in a lot of cases the business owners may not know a better way to do it. So, one

of the groups that I manage now is our copy center and we 've got a lady there who'’s a

great lady and she’s been running copy centers for twenty years and all she knows is how

to run a copy center. When you talk about support for production scanning and how do
you make processes better by getting rid of the paper, her eyes kind of gloss over,
because you know, all she knows is how to print, bind, and ship. We have to use a lot of
that outside experience because internally we don’t have that knowledge or that
expertise.

Interestingly, certain participants, from industries that use more competitive negotiation
techniques and are traditionally less focused on developing supply chain relationships, talked
about hiding instead of sharing information. The flow of information is one of the key
components of supply chain management (Thomas et al. 2010; Mentzer et al. 2000) so it is
interesting that individuals knowingly hide information. The reasons are often due to the fear of
retaliation from the information. As Sam shares, he does not want to provide any reason for his
customer to take their business elsewhere:

Most of the time, I don’t let the customer know there’s a capacity constraint... I'm trying

to keep any kind of negative from the conversation that | can. Anything that might be

misinterpreted as risk in doing business with us is typically not highlighted.

Joe talks about how he’ll keep cost reductions to himself unless he is required to cut costs

during a negotiation:
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I’'m not going to tell the customer that I've been actively engaged in reducing costs. I'm
going to take that and be more profitable. If | buy a piece of equipment that means I can
generate that product for 500 pieces per hour instead of 200 and that’s my personal
management of the business and that has nothing to do with the price that’s charged.
Now, granted if I get into a negotiation and hear those famous words that ['m sure most
salespeople do not hear very often, your prices are too high, we have some latitude to
come back and say let’s look at this situation, what can we do? You explore that with the
customer. Hey, do you want us to do the freight for you? Do you want us to supply a
raw material? Let’s say we package it a little bit different, maybe it’s 100 in a box and
it’s a smaller box and makes it more convenient going on their manufacturing line.
These are the things you start exploring and negotiating and getting that price down.
Notice that Joe talks about working with the customer to find ways to make changes that
will save money, but he never mentions telling the customer that he is more profitable because of
some cost reductions he’s negotiated on the supply side. Both Sam and Joe were the participants
that were most vocal, as discussed previously, about a lack of loyalty from their customers and
that their negotiations are often very difficult. The data supports that the use of a competitive

strategy will result in a decrease in the amount of information shared.

Collaboration

The next relationship factor that emerged from the qualitative data was labeled as
collaboration. The main finding that came across was that many people want high levels of
collaboration in their buyer-supplier relationships, but not many believe they have achieved this
yet. Previous research has suggested that a high level of trust is needed in order to have
collaboration (Mentzer et al. 2000). The idea of collaboration really encompasses all the
previously discussed relationship factors. One can’t have true collaboration without trust, the
open communication and exchange of information, and making investments in the relationship.

Collaboration is a term that is often designated as a strategic component of the broad concept of
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supply chain management (SCM) (Frankel et al. 2008). Buyers and suppliers often collaborate

to fix a problem that has arisen or to generate new ideas for growing the mutual business.

For Rick, metrics are very important for his organization and for gauging the success of

their suppliers, so they collaborate to define success for both sides:

We both have an understanding of the metrics that are important to each other, and we
work to drive improvements that are important for both organizations.

The metrics are not just for Rick’s company. They also work together to improve the metrics

that are important for their suppliers as well.

Mark talks about working collaboratively with vendors to ultimately meet the needs of

the end consumer:

way:

A little bit more collaboration around the vendor and the buyer literally together coming
up with the strategy for executing whatever that special buy opportunity may be or an
upcoming promotional buy of some kind. It’s less about specking an item and literally
just getting cost sheets on it versus collaborating and trying to do things that are going to
be meaningful to customers in the marketplace.

Luke describes how he builds levels of collaboration with his customers in the following

It’s the development of trust you know collaboration over time. It’s not that transactional
function of me knocking on the door and trying to sell them what I think they want, right?
1t’s the customer that I deal with on a weekly basis, that I understand their pain points. [
understand how they need to present internally. | understand the obstacles they re going
to face and, you know, just getting a new set of eyes on what they think their goals and
objectives are.

A collaborative negotiation strategy is necessary for buyers and suppliers to come

together and cooperate. A competitive strategy has a negative impact that makes relationship

collaboration virtually impossible, but it may be selected as a more appropriate strategy if one

side does not uphold the collaborative commitment. Going back to Luke, he states:

You can’t just arbitrarily tell us, you can’t arbitrarily agree to things and then change
direction without collaboration. If we establish ourselves as a collaborative relationship,
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it needs to be collaborative. If we’re going to gamble that the entire process is going to
be collaborative, that means believing you guys, trusting you guys, and making decisions
based on what you’ve told us. So, ifit’s not a two-way collaboration or you're not going
to live up to your end of the collaboration, then we need to take a different approach to
this whole thing.

Anna Kate also explains that collaboration does not necessarily guarantee fair treatment:
I can look at an example with Retailer X, where it’s just like, what the hell with the some
specific items. We agreed to sell them their opening price point chair and they buy
thousands and thousands of them and have for years, but here’s an instance where they
wanted lower pricing. We negotiated an agreement where they were also going to bring
in a couple more items that we made a little money on, but when push came to shove and
they actually wrote orders, they didn’t bring those in. So, yeah, nice, but what are you
going to do? Did you forget about, you know, because that was part of why we said we’d
meet their pricing because they said they’d bring in these other items from this
assortment so we can make some of that money up. That’s why I can see where
sometimes people just say, we 're done, we can’t, we 're done when you re dealing with
companies that do that.

This is an example where Anna Kate’s company worked with the retailer to come up with a

mutually beneficial agreement, but the retailer violated that agreement.
Collaboration is an important part of building ongoing buyer-supplier relationships

(Golicic et al. 2003), and a collaborative negotiation strategy helps make that possible.

However, collaboration can be costly if one side or the other talks about collaboration, but acts in

a manner that is harmful to the other side’s business.

Alignment

The final relational factor was labeled as alignment. When buyers and suppliers are
aligned, they desire to learn from each other and acquire skills and knowledge that other
organizations such as competitors may not have access to (Lei et al. 1997). Per the qualitative
data, alignment may be realized in a variety of forms. The first type of alignment discussed was

goal alignment. The need for mutually beneficial goals or objectives for ongoing buyer-supplier
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relationships was well supported by the research participants. Allie shares how her
organizational goals are important, but she cannot ignore the goals of her suppliers:

My goal, always, is to do the right thing for my company, but at the same time, if it

doesn’t benefit my supplier and they are forced to do something that is way outside of

their comfort zone, then first of all, they might not be good and they might fail. Second of
all, it could cost them more than it will benefit them and then in the long run they are not
going to be able to help me in the future.

Mark discusses that goal alignment needs to extend beyond just the buyer and supplier
involved in the negotiation. He suggests that alignment with the goals and expectations of the
end consumer should ultimately be the goals of the buyer and supplier:

There’s still and the question that we get asked in this process repeatedly is, so what, you

don’t think there’s any value for our brand? You don’t think there’s any value for our

innovation? Answer that clearly. We still believe there’s value in some brands, but that
value is determined by our customers and not by us. They re willing to pay only what
they 're willing to pay. And innovation is the same way. We certainly give value to that
and expect to pay more for meaningful brands. There are a lot of categories where we
call brands meaningful, where frankly our customers don’t believe that. So, we re trying
to align that with our customer expectations... what matters is if their goals are aligned
with the customers and if their goals are misaligned with where the customers are at then

L'l tell you, they are going to have difficulty in this environment, especially with us.

Another type of alignment is organizational alignment. This type of alignment may come
in the form of aligning corporate structure to make it easy for buyers and suppliers to be in touch
with the right people in the organization: “we re going to see organizational alignment as it
relates to their organization being aligned with ours in the way that they structure themselves to

more fully support our business” (Mark).

A final type of alignments is process or system alignment. Allie talks about an
experience she had with low inventory levels. By sharing access to the reporting system of her
company, both sides were able to work together to use the data to make adjustments to the

ordering process:
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I have this one vendor who we were having a really hard time keeping the shelves stocked
and keep product on the shelves. We decided to work together. We have all of this
access through our reporting system that they could have. They were in here every other
day with our logistics team pouring over all this data trying to figure out what it was that
was driving the system to do what it was doing, the ordering system. They started
working through all the reporting and it was very, very clear that the system was not
generating enough product, not generating enough orders. When we started looking
deeper, it was a lot of system settings we could tweak... it was a very simple fix, but it
took an entire team to work through it.

Alignment is an important relationship factor that involves buyers and suppliers working
together to make the processes and flows between the organization move as efficiently and
effectively as possible (Sahin and Robinson 2002). When organizations are not aligned, the
consequences can lead to an overall decline in the relationship (Anderson and Weitz 1992).
Table 13 presents a summary of the impact of different negotiation strategies on the five

identified relationship factors.

Table 13: Negotiation Strategy Impact on Specific Relationship Factors

Impact of Competitive Ongoing Buyer-Supplier Impact of Collaborative
Strategy Relationship Factors Strategy

Less 1. Trust More

Less 2. Relationship Investments More
* Inventory

* People

* Processes

+ Intangibles

Less 3. Information Communication More
* Gatherers
* Givers

* Sharers

Less 4. Collaboration More

Less 5. Alignment More
* Goal

* Organizational

* Process or System
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Summary of Qualitative Study Two Results

Study Two offers some interesting perspectives on the importance of negotiations in
ongoing buyer-supplier relationships. One of the key themes was how tightly interwoven
negotiations are within the ongoing buyer-supplier relationships. Per the voice of the research
participants, negotiations are part of the relationship building process and their effects are far-
reaching. The second key theme was the importance of understanding how one’s negotiating
counterpart views one’s choice of strategy. The negative emotions and destructive nature of a
competitive negotiation strategy was widely discussed. However, the impact is somewhat
lessened when the other negotiator believes that the competitive strategy is part of an
organizational philosophy. On the contrary, buyers and suppliers who switch to a competitive
strategy from a commonly used collaborative strategy end up dramatically harming the overall
relationship. A theoretical model was developed to help link these concepts. The third key
theme involved the emergence of specific relational factors that were important to the study
participants. The five factors were: trust, relationship investment, information, communication,
collaboration, and alignment. Further managerial and theoretical implications will be discussed

in the final chapter.
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CHAPTER 5

CONCLUSIONS AND IMPLICATIONS

Chapter Outline

This purpose of this last dissertation chapter is to discuss the implications and future
research direction of the results from Study One and Study Two. The second section revisits the
dissertation contributions presented in Chapter One and contends that the dissertation reaches
each of those contributions. The third section summarizes the quantitative Study One
experimental findings and how they relate to the relevant dissertation research questions.
Theoretical and managerial implications of Study One are also discussed. The third section
summarizes the qualitative Study Two findings and how they answered the relevant dissertation
research questions. Theoretical and managerial implications of Study Two are also addressed. A
final section will identify the research limitations and revisits the holistic cyclical negotiation

process model from Chapter 2 (Figure 3) in order to propose some future research opportunities.

Overall Dissertation Contributions
As discussed in Chapter 1, this dissertation sought to make six contributions to the
overall body of knowledge in negotiations and ongoing buyer-supplier relationships. First,
research on negotiations has been sparse in supply chain literature so this dissertation contributes
to that knowledge and will hopefully generate additional research in the future. Second,
negotiation outcomes have been limited to mainly monetary and social-psychological variables,
which are most appropriate for discrete, transactional negotiations. Third, given the

interdependent nature of buyer-supplier negotiations, the identification and use of relationship
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variables is another contribution of this dissertation. Fourth, both studies also contribute to the
broadening of the discrete event lens of previous buyer-supplier negotiation research. Fifth, by
utilizing two research methods that are not widely employed; this dissertation makes a
methodological contribution to supply chain relationship research. Sixth, this dissertation
theoretically tested Social Exchange Theory and its reciprocity tenet which makes an academic
contribution towards a better understanding of the context and boundary conditions of this
theory. Seventh, both studies suggest that a competitive negotiation strategy should be used
carefully. Eighth, Study Two developed a theoretical model of the impact of negotiation strategy
choice on buyer-supplier relationships. These contributions should benefit both academics and
managers.

One final area where this research has the potential to make a contribution is
pedagogically. As negotiations are often part of classroom teachings in a variety of different
business areas, a more relational perspective of negotiations may help train the managers of
tomorrow to better understand the importance of negotiation strategy selection and the potential
relational consequences. Hopefully, this dissertation will serve as the beginning of a fruitful and
relevant stream of research for academics, practitioners, and students. Table 14 lists the

perceived contributions of the research from this dissertation.
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Table 14: Research Contributions

Contribution Study
Study One
1. Adds to limited negotiation research in supply chain literature Y
Study Two
2. Expands scope of outcome research beyond discrete, Study One
transactional variables Study Two
Study One (identifies & tests
3. ldentifies and tests relationship outcome variables Y (. - )
Study Two (identifies)

4. Broadens the discrete event lens of previous buyer-supplier Study One
negotiation research Study Two

5. Utilizes two research methods not common in supply chain ~ Study One (lab experiment)
relationship research Study Two (grounded theory)

6. Theoretically tests Social Exchange Theory and its

reciprocity tenet Study One
7. Highlights the relational impact of using a competitive Study One
negotiation strategy Study Two
8. Presents a theoretical model of the relational impact of

Study Two

negotiation strategy choice

9. May contribute pedagogically by influencing faculty to focus  Study One
on the relational side of negotiations in classroom lectures and

activities Study Two

Study One Research Contribution and Implications
A review of negotiation literature from a variety of different disciplines revealed that
negotiation outcome research has largely focused on discrete event variables like economic
profitability or buyer satisfaction (Mintu-Wimsatt and Graham 2004). This narrow focus seems
problematic for negotiations in ongoing buyer-supplier relationships. The identification of this
gap in buyer-supplier negotiation research led to the development of the following research
question: how are collaborative behaviors and relational negotiation outcomes impacted by the

negotiation strategy? Study One of this dissertation research offers some needed insight on
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calculating the impact of different negotiation strategies on the overall ongoing supply chain
relationship. The results of the behavioral experiment extend the body of knowledge by
indicating that the outcomes of a negotiation are not limited to a specific encounter. It also
supports the assumption that competitive and collaborative negotiation strategies have distinct
effects on a variety of relational outcome variables. Thus, individual negotiations have an
important impact on the broader buyer-supplier relationship. As a result, more research is
needed to address the interface between negotiations and buyer-supplier relationships. This

research offers valuable theoretical and managerial insights.

Theoretical Implications

Social Exchange Theory (Thibaut and Kelley 1959; Emerson 1976) and its reciprocity
bias (Gouldner 1960) were used to inform the experimental hypotheses. The Study One findings
provide support further support for the tenets of Social Exchange Theory. As predicted, a
competitive negotiation strategy resulted in a reduction in relational outcome variables, and a
collaborative negotiation strategy increased the levels of relational outcome variables.
Therefore, Social Exchange Theory and its reciprocity principle continue to be appropriate

theoretical lenses to use for negotiation and buyer-supplier relationship research.

Managerial Implications

Buyers and suppliers continue to widely utilize negotiations to reach agreements on
activities such as pricing, product selection, carrier selection, and quality standards (Herbst et al.
2011). In addition, they are constantly pressured to improve performance and successful

negotiations are one way to impact their business (Herbst et al. 2011). Given the widespread use
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and importance of negotiations to buyers and suppliers in supply chain relationships, research
that provides a fresh perspective has the potential to be useful to managers. Buyers and suppliers
who may be inclined to adopt a competitive negotiation strategy need to recognize the potential
relational costs of decreases in trust, relationship specific assets, cooperation, and process
integration. This finding is particularly important as some research has suggested that
competitive negotiators “win” by obtaining larger monetary benefits than the collaborative
counterparts (Graham et al. 1994). While that might be true for an individual negotiation
encounter, this research suggests that future encounters will be negatively impacted by outcomes
of the previous encounter. Therefore, use of a competitive negotiation strategy may not be
appropriate for any buyer-supplier relationship that desires to continue to work together in the
future. Managers should ponder the short and long-term impact of their negotiation strategy

decisions.

Study Two Research Contribution and Implications

As discussed in the previous section, a review of appropriate literature that negotiation
outcome research has narrowly focused on discrete event variables like economic profitability or
buyer satisfaction (Graham et al. 1994; Barley 1991; Herbst et al. 2011). The qualitative portion
of this dissertation sought to explore the following research questions: do buyers and suppliers
treat negotiations as discrete events or as part of the overall supply chain relationship and how
are collaborative behaviors and relational negotiation outcomes impacted by the negotiation
strategy and do buyers and supplier? Study Two of this dissertation research offers some needed

insight on how negotiations fit within the overall ongoing supply chain relationship.
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Theoretical Implications

Study Two presents a theoretical model that suggests how a negotiating partner perceives
the use of a competitive or a collaborative strategy based on the previous history of the
relationship. Unlike previous negotiation process models that the researchers have studied, this
model incorporates the history of the relationship to move beyond looking at a negotiation as a
discrete, transactional event. It offers some insight into how the strategy of a buyer or supplier is
perceived based on whether it is behavioral consistent to previous negotiations or if it violates
the expectations. Ultimately, the model shows how a competitive or collaborative strategy
choice may potentially impact the overall buyer-supplier relationship. The qualitative data that
lead to the development of this model supported the link between negotiation strategy choice and

the future nature of the relationship.

Managerial Implications

Study Two offers several important insights for managers. First, managers need to be
aware of the relational benefits and costs associated with their choice of negotiation strategy.
The findings indicate that relational behaviors like trust, collaboration, and sharing information
are likely to increase or decrease based on the negotiation strategy used. Managers can evaluate
their short or long-term goals for a given supply chain relationship, and the study findings
support the use of a collaborative strategy if the continuation of the relationship is desired.
Second, consistency is important. Buyers and suppliers who perceived the use of a competitive
negotiation approach as an overall organizational strategy exhibited less negative emotions
towards the negotiation process and doing business with their counterpart than if they expected a

collaborative approach and experienced a competitive approach. When the expectations of the
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buyers or supplier were violated, they were far more likely to alter their behaviors moving
forward. Their trust was broken and they withheld information and explored ways to minimize
the amount of interaction. However, a switch from a more competitive to a more collaborative
was not necessarily perceived as a positive. Managers who understand how strategy changes
might be perceived by the other organization can evaluate the risks of switching strategies to see

if they will produce the desired outcomes in the long run.

Combined Research Implications

Davis and colleagues (2011) identified four categories of multi-method research
approaches based on the timing and weight of the studies. The multi-method approach used in
this dissertation would be classified as “complementarity.” The purpose of using a
complementarity research approach is “to examine different, but complementary, aspects of the
same phenomenon” (Davis, et al. 2011, p. 469). Study One and Study Two were conducted
concurrently, and the methods were equally weighted. Therefore, they were not meant to
specifically build upon each other. However, when the findings of both are analyzed together, a
more holistic understanding of buyer-supplier negotiations can emerge. While taking care not to
overstate the results of the dissertation research as a whole, several overall implications can be
considered.

Both studies support the movement of negotiation research beyond discrete event studies
with monetary outcomes as the ultimate goal. Study One used a scenario-based experiment to
manipulate the reactions of the participants depending on different levels of interdependence.

Common relational variables were used to determine the impact of interdependence and
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negotiation strategy use. Study Two allowed participants to talk freely about many previous
negotiation experiences and how they related to the ongoing relationship between the
organizations. Based on the two studies, it seems that an ongoing buyer-supplier relationship
will influence and impact what happens before, during, and after a negotiation. Removing the
history of the relationship from most buyer-supplier negotiation research seems to have
oversimplified a very complex phenomenon (Gelfand et al. 2006). As a result, managers may
have made strategic behavioral decisions and not understood why the outcomes did not match
their overall goals and expectations.

The Study One dependent variables of relationships specific assets, cooperation, trust,
and process integration were selected from supply chain relationship literature (Daugherty 2011;
Mentzer et al. 2001; Cannon and Perrault 1999). However, many of the same relational variables
emerged from the Study Two data. Trust emerged as an important variable when studying
negotiation strategies in both studies. Investment in the relationship was also determined to be
important. Study Two encompassed that investment more broadly than Study One, but both lend
support to the notion that close supply chain relationships receive more resources, time, and
finances to help them grow and develop. Working together through cooperation (Study One)
and collaboration (Study Two) also received support. While insights can be gained from
combining the results of the two dissertation studies, it is important to focus on the strengths of
both methods and not make too many broad generalizations.

A final implication of both studies is that buyers and suppliers should take care when
determining to utilize a competitive negotiation strategy. Study One suggests that use of a
competitive strategy has relational costs. Depending on the level of closeness of the relationship,

a competitive strategy may not be an appropriate strategy to select. Study One also found that
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relationship variables such as trust are decreased when a competitive strategy is used, regardless
of how close the relationship is. The coding of the transcripts from Study Two left the
researchers with the impression that the participants had far-reaching emotions from previous
encounters with competitive negotiators. The participants talked about how they consciously
adjusted their relational behaviors as the result of negotiating with a competitive supply chain
counterpart. They also talked about their desire to sever relational ties to protect themselves
from being exploited. Research has encouraged the use of a competitive strategy to achieve
more profitable individual outcomes (Calhoun and Smith 1999; Graham et al. 1994), but the
multi-method approach from this dissertation suggests that buyers and suppliers should not
solely consider economic costs. The relational costs of using a competitive negotiation strategy
must also be considered. This information should provide valuable insight for buyers and

suppliers seeking to negotiate effectively and build stronger supply chain relationships.

Research Limitations

All research methods have strengths and limitations relative to internal and external
validity. McGrath (1982) called this the three-horned dilemma. Researchers select methods that
either maximizes generalizability, precision/control, or realism (McGrath 1982). By utilizing a
mixed methods approach, this dissertation research was able to address precision and control
using the behavioral experiment and realism using the grounded theory method. This offers a
more holistic view (Creswell 2003) of the impact of negotiations and strategies used on ongoing
buyer-supplier relationships than a single method. However, both methods are limited with
regards to generalizability. This limitation provides an opportunity for future research using a

method, such as survey, which is better suited for offering generalizable results.
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Study One’s experiment utilized a student sample of mainly students from the U.S. The
results may not be able to be as realistic as an experiment of actual buyers and suppliers. Study
Two’s sample was typically focused on U.S. buying relationships as well. However, several
participants mentioned differences in the nature of negotiations and buying relationships with
their counterparts in other countries. Given the global nature of many buyer-supplier
relationships, future research is needed that goes beyond American buyer-supplier relationships
in order to help managers better understand the consequences, both positive and negative, of
negotiation strategies.

The research participants from Study Two represented several different industries and
incorporated individuals on both sides of the purchasing dyad. However, the results are not
generalizable to all industries or all buyers or all suppliers. Given the intricate nature of supply
chain relationships, future research opportunities exist for examination of additional industries

and for dyadic research.

Figure 3: The Focal Relationship — Negotiation Strategy &
Negotiation Outcomes

Negotiation
Activity :
Negotiation
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Negotiation
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Future Research Directions

Beyond methodological limitations, this dissertation research provides the foundation for
a variety of potential future studies. As discussed in detail in Chapter 2, negotiations consist of a
complex, multi-step process. By referring back to the negotiation process model (Figure 3),
viable research opportunities can be identified.

First, the primary focus of the dissertation was to explore the link between two polar
opposite negotiation strategies, used in the negotiation activity stage, and the ongoing buyer-
supplier relationship. While the competitive and the collaborative approaches are the most
common in the literature and in this dissertation, other strategies exist that have been sparsely
examined in the literature. Study One identifies potential causal relationships and Study Two
data collection suggests some more nuanced strategies. Future research might explore other
aspects of negotiations such as negotiator age, training, gender, nationality, culture, or self-
confidence levels. Study Two data suggested several of these different aspects. For example,
Anna Kate’s experience suggests cultural differences: | think personal relationships are a big
factor init. 1 look back at things in the US versus things in China. Looking at countries and
how they negotiate, | think Chinese tend to be far more short term in my opinion, so | guess
that’s something else you can add.

A series of experiments could be used to examine these characteristics, as independent
variables, in order to see how they impact the ongoing buyer-supplier relationship. The impact
of negotiation strategies could also be tested with Gelfand and colleagues (2006)
conceptualization of negotiation outcomes as relational (defined as mutual liking, mutual

knowledge, mutual trust, and mutual commitment) and economic capital. This dissertation
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focused solely on exploring relational outcomes, but future research combining economic and
relational outcomes may offer the most holistic and realistic perspective of negotiation outcomes.

Further study on the use and impact of competitive negotiation strategies is warranted.
This dissertation is an important step in helping managers to learn more about the potentially
negative and long-standing relational consequences of utilizing a competitive strategy. While
the results suggest potential decreases in relational variables like trust and cooperation, little is
known about how this progresses over time. Closer examination might also suggest if a
competitive negotiation strategy has greater possible relational consequences for either buyers or
suppliers. A future longitudinal study might offer insight as to how previous uses of a
competitive strategy impact the future negotiations.

The theoretical model of the impact of negotiation strategy choice on relationship factors
from Study Two should be empirically tested. The model might be tested using a scenario
survey methodology similar to Vitell et al. (1991) and Eastman et al. (2001). Buyers and
suppliers would be presented with scenarios that set up each of the four possibilities outlined in
the model (collaborative strategy expected and used, collaborative strategy unexpected and used,
etc.). They would then respond to questions about each scenario.

Another future study possibility emerged from the Study Two qualitative data. Several
participants mentioned the challenges of intraorganizational negotiations. Buyer-supplier
relationship research focuses on interorganizational negotiations, but actual managers suggest
that negotiations among departments within their organizations are often more difficult than
external negotiations. As Charles shared in his interview, “I feel like we negotiate more with
internal people than we do with external. There are many, many times 1’d rather deal with a

supplier than some departments around here.” Future research has the potential to offer insight
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into what makes these internal negotiations so challenging. Research participants talked about
how some companies corporately use a competitive negotiation strategy in external negotiations.
An interesting future study could examine if that same competitive strategy is used during
internal negotiations and if that poses challenges for internal relationships.

Referring back to the holistic negotiation process model (Figure 3), additional research
beyond the negotiation strategy-negotiation outcomes relationship is needed. This dissertation
research examines ongoing buyer-supplier relationships, but very little research has explored
how the relationships begin in the first stage. A future study could explore how buyers and
suppliers evaluate the potential of negotiating and doing business with someone new. It might
also study how buyers and suppliers choose negotiation strategies when they do not already have
a history with an organization and what factors they assess as they evaluate the feasibility of a
future relationship before they reach the negotiation table. Given the lack of previous research in
this area, a qualitative approach may be the most appropriate methodology.

There is another opportunity to explore what happens after the negotiation has ended.
Once a buyer and supplier come to an agreement and reach an outcome, research has been
relatively silent on what happens next. The completion and fulfillment of the negotiation
agreement is part of the process and should be considered in the context of the overall
relationship. A survey might be appropriate to ask a variety of buyers and suppliers questions
about the execution of negotiation agreements. Are negotiated terms generally met or does the
agreement sometimes fall apart in the implementation stage? Social Exchange Theory would
suggest that the success or failure of what happens after the negotiation will influence the next
negotiation encounter. This gap in our understanding has the potential to become another fruitful

area of future research. Thus, this dissertation addressed the impact of competitive versus
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collaborative negotiation strategies on relational negotiation outcomes in ongoing buyer-supplier

relationships, and hopes to spur further discussion on the interorganizational negotiation process.
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APPENDIX A:
Economic Negotiation Outcomes (page 1)

Author(s)/Source Measures

Methodology &
Sample

Key Economic Negotiation Outcome Takeaway

Conceptual - presents a

Traditional negotiation research has focused on arelational economic

Negotiating outcomes. Negotiators should desire to achieve economic capital as the
Gelfand et al. Relationally result of building relational capital, but relational capital may not result
(2006)/AMR Economic capital Framework in economic capital. Future research should test.
One of the contributions of this study is the broadening of the outcome
definition to include overt and covert dimension so that the importance
King & Hinson Lab experiment with of the relationship between the negotiators is encompassed in outcome
(1994)/IM Settlement amount business students measures.
Joint benefit - total
joint profit and profit 2x2x2 lab experiment ~ Women engaged in problem solving and obtained high joint benefit
Calhoun & Smith  achieved by the less with psychology when they were motivated to have concern for their own outcomes.
(1999)/1JCM successful bargainer students Men achieved high joint profits regardless of the treatment condition.

Stuhlmacher &

Operationalization of
settlement: Points,
Dollars, Profit measure

This meta-analysis focused on the relationship between gender and
objective negotiation outcomes. A statistically significant gender
difference in negotiation outcomes was found, but the authors question

Waters (1999)/PP - individual or joint Meta-analysis the practical significance.
Lab experiment with
Neu et al. 100 business
(1998)/JR Source's profits professionals Men tended to achieve higher individual profits than women.
Total concession made  Survey of retail buyers A problem-solving strategy reduces the concessions made by the
Ganesan by each party on all from 6 regional retailer. Aggressive and compromise strategies increase retailer's
(1993)/IMR issues department stores concessions.

Balakrishnan &
Eliashberg
(1995)/MS

Static outcomes of
math models

Analytical math model

Most analytical models have focused on outcomes in a static fashion.
This study focused on trying to explain and predict conditions under
which an agreement will be reached, will not be reached, and patterns of
offers and counteroffers.
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APPENDIX A:
Economic Negotiation Outcomes (page 2)

Author(s)/Source Measures

Methodology &
Sample

Key Economic Negotiation Outcome Takeaway

Students & purchasing

Min et al. professionals The experimental findings indicate that the size of a negotiation team
(1995)/1JPMM Final agreed price simulation experiments had little impact on the negotiation outcome.
700 businesspeople
from 11 cultural The article discusses the widespread use of economic outcomes in
Graham et al. Negotiators' Individual  groups; negotiation negotiations and why the addition of satisfaction helps give a more
(1994)/MS Profits simulation meaningful outcome measure
International
businesspeople who
have all been part of
executive ed or Study findings suggest that a sellers' behavior has no direct effect on
Campbell et al. graduate business profit. Profit seems to depend on a buyers' reciprocating a cooperative
(1988)/IM Profit (seller) courses; simulation approach to the negotiation
Two streams of negotiation outcome research: game-theoretical and
Game theory & behavioral-scientific. Much of the focus has been on achieving
Herbst et al. behavioral research individual company success and optimal results. An economic/game-
(2011)/IMM roots Content analysis theory approach is too abstract to be practical.
Individual and joint
payoffs; rigid-flexible,  6-2 person bargaining
Green et al. flexible-rigid, rigid- games; 24 Wharton Test Schelling's Prominence Principle and find support that delays in
(1967)/IMR rigid, flexible-flexible  finance grad students agreement result in opportunity losses that may not be symmetrical.

Eliashberg et al.
(1986)/JMR

Individual and dyadic
outcomes

Executives and MBA
students

Group decision theory and Nash's bargaining solution performed well in
predicting the negotiation outcomes in all the conditions. Utility-based
theories were found to be robust even in circumstances that threatened
their application. Nash's theory predicted outcomes more accurately
than they group utility functions. The theories predicted outcomes
better for buyers than sellers.
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APPENDIX A:
Economic Negotiation Outcomes (page 3)

Methodology &
Author(s)/Source Measures Sample Key Economic Negotiation Outcome Takeaway
Simulated
Final manufacturer-retailer The experiment suggests that reference outcomes are important factors
outcome/agreement, negotiation with 59 in collaborative bargaining and that the Gupta-Livne model, which was

Gupta & Livne

looks at reference

pairs of grad. Business

originally an axiomatic model, may also be an acceptable descriptive

(1989)/ML points students model.
The study examines the success of predicting bargaining outcomes of
2x2x2; 90 pairs; Nash, Kalai-Smorodinsky, and Gupta-Livne models. The study results
Central vs. extreme undergrad, MBA, & suggest some preferences in selecting attribute or utility spaces when
Menasco & Roy  solutions exec MBA studentsat  conducting negotiation. Expert and non-expert negotiators may prefer
(1997)/ML Reference point 2 universities different approaches
A gap exists in price negotiations research with a focus on predictive
power instead of the impact on strategic decision making. The results
Roth et al. suggest that service providers can benefit from posting prices for
(2006)/JSR Profits and prices Math model standardized services and negotiating prices for customized services.
3 studies; all 3 Perceptions of bargaining outcomes could have an inverse relationship

Srivastava & Oza

Final monetary

experiments used

with actual outcomes. Negotiators make social comparison judgments

(2006)/JCR outcomes undergraduate samples  even when monetary outcomes are equivalent

Lab simulation of an
Perkins et al. industrial buyer/seller By using a negotiation support system, higher joint outcomes can be
(1996)/JSCM Joint outcomes situation achieved.
Kaufmann &
Carter Electronic auctions can lead to process improvement and improved
(2004)/JSCM Prices Interviews prices.

The results suggest that both buyer’s reservation price and seller's

Krause et al. Reference points affect aspiration price are accurate predictors of settlement price. Bargaining
(2006)/JSCM outcomes Simulation stance also appears to be linked to settlement price
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APPENDIX B:

Theories and Models that Have Influenced Negotiation Outcome Research

Outcome
Author(s) Type* Theory/Model
Green et al. (1967)/JMR E Schelling's prominence principle
Neslin & Greenhalgh
(1983)/IMR E Outcome theories based on game theory
Eliashberg et al. (1986)/JMR E Nash's theory; group decision theory
Campbell et al. (1988)/JM E,S Social Exchange theory; Norm of Reciprocity
Gupta and Livne (1989).ML E Gupta-Livne model; Nash's theory
Rinehart & Page (1992)/JMR S Proposes a Model of Transaction Negotiation
Outcome theories (Gupta & Livne 1988; Kalai & Smorodinsky
1975; Nash 1950, 1953)
Process theories (Bartos 1977; Bush & Mosteller 1955;
Corfman & Lehmann Chamberlain & Kuhn 1965; Hicks 1932; Richardson 1960;
(1993)/JCR E,R Zeuthen 1930)
Alexander et al. (1994)/JPSSM S Norm of Reciprocity
Graham et al. (1994)/MS E,S Proposes a Model of Business Negotiations
Skinner reinforcement theory; Expectancy theory; Equity
King & Hinson (1994)/JM E,S theory
Balakrishnan & Eliashberg
(1995)/MS E Cooperative-game theory
Menasco & Roy (1997)/ML E Game theory
Calhoun & Smith (1999)/1JCM E Pruitt's Dual Concern Model
Kray et al. (2002)/OBHDP S Steele's theory of stereotype threat
Mintu-Wimsatt & Graham
(2004)/JAMS S Reciprocity Theory
Eckert & Rinehart (2005)/MMJ R Social conflict theory
Atkins & Rinehart (2006)/NJ E,S Proposes a Model of Negotiation Satisfaction Assessment
Gelfand et al. (2006)/AMR ER Theory of RSC (Relational Self-Construal) and Negotiations
Krause et al. (2006)/JSCM E Nash's equilibrium theory
Roth et al. (2006)/JSR E Game theory
Srivastava & Oza (2006)/JCR E,S Attribution theory
Herbst et al. (2011)/IMM E,SR Game theory; behavioral theories

* E - economic outcomes study, P - psychological outcomes study, R - relational outcomes study
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APPENDIX C:
Psychological Negotiation Outcomes (page 1)

Author(s)/Source Measures Methodology Key Psychological Negotiation Outcome Takeaway

King & Hinson Satisfaction Lab experiment with The findings indicate a lack of significance between the

(1994)/dM w/outcome (1 item) business students hypothesized correlation of satisfaction and equity sensitivity.
Lab experiment with

Neu et al. 100 business

(1988)/JR Target's satisfaction professionals No gender differences were found in target satisfaction levels.
Survey of retail buyers

Ganesan Retailer's satisfaction  from 6 regional A problem-solving strategy is positively linked with a retailer's

(1993)/IMR - 2 item department stores satisfaction

Atkins & Rinehart

Satisfaction
assessment; 3 items

Purchasing class

Findings support a link between using coercive negative practices

(2006)/NJ for satisfaction simulation at MSU and negotiation outcome dissatisfaction.

700 businesspeople
Graham et al. from 11 cultural groups; Negotiators attractiveness positively influences partner’s satisfaction
(1994)/MS Partners' Satisfaction  negotiation simulation in 11 cultures. However, cultural differences can impact satisfaction
Rinehart & Page  Perceived success of ~ Survey of motor carrier  The findings suggest that as a negotiator perceives their influence
(1992)/JMR the negotiation services increases, their perception of success of the negotiation increases

International

businesspeople who

have all been part of

executive ed or graduate
Campbell et al. business courses; The findings from the study suggest that sellers' attractiveness may
(1988)/IM Satisfaction (buyer) simulation enhance buyer satisfaction
Alexander et al. 60 executives The simulation findings offer empirical support for the relationship
(1994)/JPSSM Satisfaction - 4 items  negotiation simulation between coordinative tactics and the other party's satisfaction.

Mintu-Wimsatt &
Graham
(2004)/JAMS

Expressed satisfaction

Mexican and Canadian
industrial exporters;
survey

The negotiation strategies and behaviors of the negotiators
influenced the expressed satisfaction with outcomes
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APPENDIX C:
Psychological Negotiation Outcomes (page 2)

Author(s)/Source

Measures

Methodology

Key Psychological Negotiation Outcome Takeaway

Rinehart & Zou

A customer's perceived success of the negotiation outcome is
significantly influenced by the perception of the motor carrier's

(1992)/TJ Perceived success Mail survey dependence, the trust level in the motor carrier, and confidence
Two streams of negotiation outcome research: game-theoretical and
behavioral-scientific. Much of the focus has been on achieving
individual company success and optimal results. Outcome

Game theory & satisfaction has been a critical factor of behavioral research since a

Herbst et al. behavioral research negotiator needs to be satisfied with the outcome of a negotiation to

(2011)/IMM roots Content analysis desire to establish a long-term buyer-seller relationship

Srivastava & Oza

Perception of
bargaining outcomes,
typicality, opponent
competitiveness,

3 studies; all 3
experiments used

Findings suggest that negotiators were more satisfied with an

(2006)/JCR happiness, time delay  undergraduate samples  outcome when there was a delay prior to the acceptance of the offer.

2 studies; Study 1:

MBA marketing

students (78) doing a

negotiation; Study 2:

pretested on undergrads,

MBA, and exec MBA;
Corfman & 147 undergrads for a Individuals systematically consider the payoffs of their bargaining
Lehmann computer simulation partner in determining their own satisfaction with potential
(1993)/JCR Satisfaction experiment settlements. Satisfaction decreased as opponent's payoffs increased.
Krawczyk-Brylka
&Piotrowski Math model, A computational model is presented that tries to incorporate human
2008)/1JPR Satisfaction simulation, experiment  activities into the model.
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APPENDIX D:
Relational Negotiation Outcomes

Author(s)/Source Measures Methodology Key Relational Negotiation Outcome Takeaway
Traditional negotiation research has largely been arelational, which is
inconsistent with the continued integration of organizations. A
relational negotiation framework presents negotiation outcomes as
comprising economic and relational capital. Relational capital is similar
to the concept of social capital and is defined as including assets of
Gelfand et al. mutual liking, knowledge, trust, and commitment to continuing the
(2006)/AMR Relational capital Conceptual relationship (p. 437). Future research needs to test.
Subjects' relationship The authors broaden their definition and measurement of outcomes to
preferences (4 items) include relationship and interaction outcomes (p.610). Females are
King & Hinson Opponents concern for Lab experiment with more concerned with the relationship dimension of the negotiation than
(1994)/IM relationship (3 items) business students males

Rinehart & Zou

Dependence
Trust

A customer's perceived success of the negotiation outcome is
significantly influenced by his perception of the motor carrier's

(1992)/TJ Perceived success Mail survey dependence, his level of trust in the motor carrier, and his confidence
2 studies; Study 1: MBA
marketing students (78)
doing a negotiation;
Liking Study 2: pretested on Greater satisfaction with positive differences and greater dissatisfaction
Expectations undergrads, MBA, and with negative differences between the parties' profits were associated
Settlement History exec MBA,; 147 with disliking the other negotiator, having higher expectations, being
Corfman & Likelihood of Future undergrads for a dissatisfied with past settlements, and anticipating no future interaction.
Lehmann Negotiations computer simulation The findings support that knowing the other negotiator well can be
(1993)/JCR Power Orientation experiment beneficial in anticipating his or her negotiation behavior.
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APPENDIX E:
2x2 Experimental Research Design

Negotiation Strategy

Competitive  Collaborative
Strategy Strategy

High

Low

Interdependence

Dependent Variables: Relationship Specific Assets, Cooperation, Trust,
And Process Integration
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APPENDIX F:
Study One Directions and Scenarios
(adapted from Thomas et al. 2010)
Directions

Imagine that The Eagle Company (TEC) is a manufacturer that supplies products to a specific
retailer. The business interactions of TEC and the retailer are described below. Assume all
scenario descriptions are accurate and trustworthy. After reading the scenario, please answer
each question. As you answer each question, predict how TEC would work with the retailer in
the future based on the scenario. Please do not base your answers on how you think TEC should
work with the retailer, but rather on how they actually would work with the retailer.

Interdependence scenario manipulations

High interdependence

TEC and the retailer have been doing business with each other for several years. The retailer is
one of TEC’s larger customers and represents a meaningful portion of TEC’s overall sales
volume. Likewise, TEC is one of the retailer’s larger suppliers and a meaningful portion of the
retailer’s overall revenue comes from selling TEC products. Obtaining TEC’s products from
another supplier would be somewhat difficult for the retailer. Replacing the retailer’s sales
volume would also be somewhat difficult for TEC.

Low interdependence

TEC and the retailer have been doing business with each other for less than a year. The retailer
is one of TEC’s smaller customers and represents an insignificant portion of TEC’s overall sales
volume. Likewise, TEC is one of the retailer’s smaller suppliers and an insignificant portion of
the retailer’s overall revenue comes from selling TEC products. Obtaining TEC’s products from
another supplier would not be difficult for the retailer. Replacing the retailer’s sales volume
would also not be difficult for TEC.

Negotiation strategy scenario manipulations

Collaborative negotiation strategy

The retailer and TEC recently conducted their annual negotiation in order to determine what
TEC products the retailer would carry in their stores over the next year. During these
negotiations, the retailer shared information, communicated clearly, and focused on achieving
mutually acceptable goals. The retailer was not aggressive and did not attempt to threaten or
intimidate TEC. The retailer was also open to making concessions in order to solve problems.

Competitive negotiation strategy

The retailer and TEC recently conducted their annual negotiation in order to determine what
TEC products the retailer would carry in their stores over the next year. During these
negotiations, the retailer did not share information, communicated deceptively, and focused on
achieving their own goals. The retailer was aggressive and attempted to threaten and intimidate
TEC. The retailer was not open to making concessions in order to solve problems.
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APPENDIX G:
Study One Measurement of Dependent and Manipulation Check Variables

Relationship Specific Assets (Anderson and Weitz 1992)

Cronbach’s oo = 0.926

e TEC would be willing to make substantial investments in personnel dedicated to the
relationship with the retailer.

¢ TEC would be willing to make significant investments in capital assets dedicated to the relationship
with the retailer.

e TEC would be willing to tailor their operating processes to meet retailer’s requirements.

e TEC would be willing to spend substantial time and money to train the retailer.

Cooperation (Min, Mentzer, and Ladd 2007)
Cronbach’s o = 0.881

o TEC would share the results of performance measures with the retailer to improve the efficiency and
effectiveness of their joint supply chain processes.

e TEC would collaborate with the retailer to improve the quality of products and services for
consumers.

e TEC would actively propose and implement cost reduction ideas with the retailer.

e TEC would jointly manage logistics and inventory with the retailer.

Trust (Golicic and Mentzer 2006; Morgan and Hunt 1994)
Cronbach’s o = 0.968

e TEC would think the retailer has high integrity.

e TEC would think the retailer can be counted on to do what is right.
o TEC would think the retailer is sincere in their promises.

e The retailer treats TEC fairly and justly.

e The retailer is a firm that TEC can trust completely.
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Process Integration (Min, Mentzer, and Ladd 2007)
Cronbach’s a = 0.896

e TEC would be willing to have meetings with the retailer to figure out how to serve mutual
customers better.

e TEC would be willing to integrate operations with the retailer by developing interlocking
programs and activities.

Negotiation Strategy (Graham 1985; Graham, Mintu and Rodgers1994)

Cronbach’s a = 0.874

e The retailer had a "winner take all" approach to their negotiation with TEC and focused only
on their own self interests.

e The retailer utilized a "win-win™ negotiation style with TEC and focused on joint problem
solving.

Interdependence (Golicic and Mentzer 2006)

Cronbach’s a = 0.962
e TEC and the retailer could not easily replace each other.
e TEC and the retailer are dependent upon each other.

e TEC and the retailer believe they are crucial to each other's success.

Realism Checks (Dabholkar 1994, p.116)
e The situation described in the scenario was realistic.

e | can imagine myself in the described situation.
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APPENDIX H:
Study Two Negotiation Interview Guide

Begin the interview by introducing yourself and giving a brief overview of the study. Give the
interviewee assurance of your confidentiality, make sure they have received and signed the
informed consent form, and offer to sign a confidentiality agreement if necessary. Ask
permission to audiotape.

1. To get started, please share a little background.
a. Company, Title, Division, Years in Current Position, Years with Company, Years
as Buyer/Supplier
How often do you negotiate with your buyers/suppliers?
What are you most likely to negotiate? — contracts, products, service, special
buys, financial terms
d. Are your interactions covered by a mutually agreed upon contract or do
negotiations arise for things that fall outside the contract guidelines?
2. Please think about a recent negotiation and describe in as much detail as possible the
process that you go prior to the actual negotiation.
3. Thinking about that same experience, please tell me about the actual negotiation.
a. Describe the strategy that you use in the negotiation.
b. What goals did you have for the negotiation?
c. Tell me about how the behaviors of the supplier/customer affect your negotiation
strategies or behaviors.
d. What happens after the negotiation is finished?
4. Tell me when you start thinking about your likelihood of negotiating with this
supplier/customer in the future.
5. Is there anything that we haven’t covered that you believe would be important to our
understanding of buyer-supplier negotiations?
6. Overall, what are your goals when you negotiate with buyers/suppliers?
7. What outcomes of the negotiation are important to you or your company?
8. Can you tell me about any strategies you have to enable you to achieve those desired
outcomes?
9. How does the relationship you have with the other organization impact the negotiation?

After the interview is finished, thank the interviewee for the time and help with this project. Ask
if they would like to review a transcript of the interview to make sure everything is represented
correctly. Also ask if they would be willing to answer any follow-up questions that might come
up as more interviews take place. Finally, offer to provide them with either a copy of the
research results or a results presentation if they are interested in finding out what we learned
from the research.
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