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ABSTRACT

A MODEL OF CONSTRUCTIVE CONFLICT OUTCOMES
IN EXCHANGE RELATIONSHIPS

By

James A. Eckert

The intent of this dissertation was to create and test a
model of constructive conflict outcomes. A model was
created based on the tenets of Social Conflict Theory and

theories related to marketing channels.

Data was collected from both marketers and purchasers who
managed exchange relationships on behalf of their firm.

The relationship was the unit of measurement and the
responses were based on the perceptions of the relationship
managers. Analysis of the data using structural equation
modeling showed highly mixed support for both the proposed

measurement and structural models.

However, a useful set of conclusions did emerge. The
central finding of this dissertation is that there does
exist a concept classified as constructive conflict
outcomes based on the perceptions of the respondents. The

concept gained adequate measurement support and performed






sufficiently within the overall structural model. There
were other important conclusions. First, there was not
strong support for the adequacy of Social Conflict Theory
in the context of business-to-business exchange
relationships. The next important conclusion is that the
relationship structure framework proposed by Robicheaux and
Coleman (1994), and operationalized in this dissertation,
proved inadequate for capturing the underlying condition of
the exchange relationships that formed the basis of the
data collected. The final major conclusion is that a
limited model of constructive conflict outcomes in exchange
relationships was supported. Specifically, the research
found that low conflict frequency and an integrated problem
solving approach had strong positive effects on
constructive conflict outcomes. It was also found that
constructive conflict outcomes had a strong positive effect

on relationship satisfaction and trust.

In the end, the dissertation, with its highly mixed support
for the original model, provides starting point and a great
deal of direction that should allow future researchers to
create an improved theoretical model describing the
existence of constructive conflict outcomes in business-to-

business exchange relationships.
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INTRODUCTION

Firms are creating more and more close relationships with

customers and suppliers, and many firms believe that these

relationships are key to the firm’s success. Within these
close relationships, conflict is inevitable. However,
conflict does not necessarily have to be a negative
experience, even though that is the connotation usually
assigned to it. In fact, the tenets of Social Conflict
Theory contend that conflict is a required element for
productive and healthy social relationships. This
dissertation is designed to test the adequacy of applying

that concept to business-to-business exchange relationships.

A theoretical model was created using the tenets of Social
Conflict Theory and marketing channel theories. This model
was tested and results reviewed. These results will show
that the model proposed was not fully supported but still
contributes theoretically towards the goal of building an
adequate model that describes constructive conflict outcomes

in business-to-business exchange relationships.

From the beginning this research was considered exploratory
in nature because the concept of constructive conflict (the
focal variable) did not come to this research with a strong
theoretical background. Therefore, the results, including
the non-supported hypotheses, provide an excellent source of
information that should help future researchers clarify the
theoretical importance of constructive conflict and help to
build a suitable model that positions this concept amongst

1ts relevant antecedents and consequences. And to that end,
the research was very successful.
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Chapter 1

Executive Summary of the Dissertation

1. INTRODUCTION

Conflict is inevitable between closely interdependent units:
units such as the firms that make up channel relationships.
And recently, as firms have tried to establish even closer
ties with exchange partners, the potential for conflict has
grown even larger. How many married couples never fight?
Few indeed. The same can be said for the organizations that
have chosen to arrange their buying and selling
relationships in a way that mimics the closeness of
marriage. Unfortunately, this inevitable conflict can lead
to inefficiencies and dissatisfaction. It can break down

the bond between these organizations.

Are these destructive outcomes of conflicts the only
possible result? Returning to the marriage analogy, isn’t
a little conflict healthy? 1If spouses don’t “let it out”
occasionally aren’t they candidates for a plate-throwing
melee? Haven’t many spouses arrived at productive changes

via a route that began with a fight over the issue?






Conflict in this context is constructive for the
relationship. If close exchange relationships between
organizations are indeed similar to close interpersonal

relationships then shouldn’t conflict have these same

constructive outcomes?

1.1 The Research Objective

The introduction highlights the general question that this
dissertation seeks to answer. Stated more formally, the

fundamental research objective of this dissertation is:

To gain an understanding of the concept of
constructive conflict outcomes and to build and
test a model that represents a group of the key

antecedents & consequences of this phenomenon.

By achieving this objective, this dissertation will begin
the theory-building process that eventually seeks to arm
relationship managers with a useful model that predicts when
conflict will be constructive and what impact such outcomes
will have on the overall exchange relationship.

Relationship managers are those individuals who have primary

responsibility for the creation and maintenance of their







firm’s exchange relationships. Examples would include a
purchasing manager who is responsible for procuring needed
raw materials from an outside supplier, or an account
executive charged with maintaining the customer
relationships for her firm. By providing individuals such
as these with that theory, these relationship managers would
be able to implement the appropriate actions that would lead
to constructive conflict outcomes. The aim of this
dissertation was to make an exploratory attempt at building
such a model. 1In the end, the results did not provide a
complete picture of the phenomena. However, the research
did accomplish two key things; 1) it establishes a starting
point for future research that can be designed to clarify
the model, and 2) it provides a starting point for managers
who wish to actively manage the conflict in their exchange

relationships.

Both results have value. Since conflict is a fundamental
part of all close, interdependent relationships, if we, as
scientists, are to better construct theory that explains and
predicts the relationship building and maintenance process,
then we must have a robust understanding of the potential
beneficial outcomes of conflict. Without such an
understanding, our theories will lack the ability to explain

the richness of how conflict impacts relationships. Thus,






the results represent theoretical advancement. In addition,
the current state of business finds many firms engaged in
close business-to-business relationships that are bound to
be face conflict. This means that there is a current
managerial need for guidance on how to best handle the
conflict to achieve the most constructive outcome possible.
Therefore, the basic model of the antecedents of
constructive conflict outcomes that was supported provides
the foundation for pertinent managerial prescriptions in

this area.

The concept of constructive conflict outcomes is not new to
the marketing literature. Assael (1969) explored this
concept in automotive distribution channels almost thirty
years ago. However, while many authors since have proposed
that conflict could have constructive outcomes (e.g. Dwyer,
Schurr and Oh 1987; Morgan and Hunt 1994; Weitz and Jap
1995), none have attempted to establish a full
conceptualization of this idea. Additionally, there exist
no empirical findings that position this construct in a
theoretical model. Therefore, it was the intention of this

dissertation to tackle both of these tasks.

Social conflict theory provides the basis for a full

conceptualization of this notion and also provided
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predictions as to when constructive outcomes will result
from manifest conflict. Additionally, since relationships
between exchange partners can take on many structures, the
effect of structure on this concept of constructive conflict
outcomes was explored. The structure framework proposed by
Robicheaux and Coleman (1994) guided this exploration.
Lastly, since firms are entering into relationships to
achieve business objectives that are unreachable without the
competencies of the firm’s exchange partners, an assessment
of how constructive conflict outcomes effect overall

relationship outcomes (such as satisfaction and trust) was

undertaken.

1.2 The Organization of the Dissertation

The document is organized to walk the reader through the
relevant stages of the research. First, the theoretical
argument as to why the proposed relationships were
hypothesized is reviewed. Next the research plan is
outlined and then the results of the research are
considered. In the paragraphs below, the specific chapters

are briefly highlighted.

Chapter One. As this chapter continues, the specific

research questions, and the model that represents the






proposed answers to those questions, will be presented. An
executive summary of the theory behind the model, the

proposed research design, and the basic results will follow.

Chapter Two. The literature that provided the background
and direct theoretical support for the relationships
proposed in the model will be fully reviewed. A theoretical
argument will be built. Chapter two concludes with a review

of the core logic behind the theoretical argument made.

Chapter Three. The plan used to execute the research is
outlined in this chapter. Special attention is paid to the
measurement of each of the constructs presented in the

model. Additionally, the sampling plan and the intended

statistical evaluations will be reviewed.

Chapter Four. This chapter reviews how the data was
collected and the basic condition of that data.

Consideration is given to the adequacy of the data for the

theory test proposed.

Chapter Five. This is the chapter that reports the

statistical analysis of the data. It first reviews the

Measurement tests and then the structural tests.






Chapter Six. The final chapter considers the implications
of the research. The theoretical, as well as the managerial
conclusions are reviewed. In addition, the limitations and

directions for future research are documented.

When the reader has concluded reading this dissertation they
should be left with a richer understanding of the concept of
constructive conflict outcomes and its existence within the

context of exchange relationships.

2. THE DISSERTATION MODEL AND RESEARCH QUESTIONS

There are two sets of core research questions that this
dissertation sought to answer. The first focused on
providing a rich understanding of the concept of
constructive conflict. The second set of research questions
dealt with seeking to understand constructive conflict’s
relationship with a set of theoretically and managerially
significant constructs. Through the process of addressing
the specific research questions, this dissertation was able

to achieve its overall research objective.

In addition to these core questions, there was an additional
Question for which an answer was sought. Specifically, the

dissertation provided a measurement test for a set of
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constructs that were proposed to represent the structure of
channel relationships. These constructs had yet to face
such a test in the published literature. Thus, a secondary

objective of this dissertation was to provide that test.

2.1 Understanding Constructive Conflict

To create and test theory in this area, the notion of
Constructive Conflict Outcomes had to be captured as a
workable construct. Theory starts with constructs

(Kerlinger 1986). Thus, before the concept of Constructive
Conflict Outcomes was related to other concepts it had to be
defined and conceptualized (Hunt 1991). Therefore, the
first set of research questions outlined below, deal with
the conceptualization of constructive conflict outcomes.

Specifically the questions are:

(1) What constitutes Constructive Conflict Outcomes?

(la) What does theory provide in the way of a
conceptualization of constructive

conflict outcomes?

(1b) Do the perceptions of relationship

managers support this conceptualization?






Combined, the answers to these questions approached the
concept of Constructive Conflict Outcomes from a deductive
and inductive approach. First, the dissertation reviewed
Social Conflict Theory, which provided a rich
conceptualization of the notion of Constructive Conflict
Outcomes. Based on this, the concept was operationalized
and the subsequent empirical test of that operationalization
provided an answer to question 1lb. Thus, the first question
is a logical question and the second an empirical one. The
combined answer provides a richer understanding of the

concept of Constructive Conflict Outcomes.

2.2 Creating Theory that Addresses Constructive
Conflict Outcomes

There were two objectives related to building theory
concerning Constructive Conflict Outcomes in exchange
relationships. First, there was the primary objective of
building a model of the relevant constructs that included
the order and structure of the antecedents and consequences.
This, in effect, would be considered a fully specified
theoretical model. The secondary objective was to, at
minimum, identify and verify the set of constructs that make
Up the nomological net surrounding Constructive Conflict

Outcomes. These two objectives are addressed in reverse

order below.

10
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The Nomological Net for Constructive

2.2.1
Conflict Outcomes

Even though a full theoretical model was not supported by

this dissertation, the research, at a minimum, did identify

a relevant nomological net in which Constructive Conflict

Outcomes is embedded. A nomological net is the web of

relationships that positions a construct in the universe of

related constructs (Kerlinger 1986). The nomological net

includes the construct’s antecedents and consequences, as

However, the nomological net

does a full theoretical model.
does not position individual constructs in any type of
Casual order, while a full-theoretical model does attempt to

do that. This research used a cross-sectional survey method

(versus a longitudinal or experimental design), and thus,
from a purist viewpoint, no temporal precedence was securely

identified, and therefore, no causal order can be inferred

from the results. Thus, the concept of a nomological net

Provides a legitimate context for the results of this

Tesearch. Furthermore, since there was little conceptual or

©mpirical work in this area prior to this dissertation, the

1ldentification and support for constructive conflict’s
I’Cunological net still constitutes a significant contribution

that can form the foundation for building a subsequent full

theoretical model.

11







2.1.2 The Full Theoretical Model of
Constructive Conflict Outcomes

As stated, the primary objective of this research was to

create and test a fully specified theoretical model

involving Constructive Conflict Outcomes. Therefore, the

literature reviewed and the logic applied was with the
objective of creating such a full model that included the

proper order and specific structure of the relationships

between the relevant constructs. (This goes beyond a

nomological net, as such a net only identifies the

relationships without necessarily predicting the order or

Structure of those relationships). The specific constructs

that comprise the model tested in this dissertation include

the various characteristics of perceived conflict, the

Variables that represent the structure of the exchange

relationship, and two constructs that represent overall

Telationship outcomes. There are other constructs that

Could have been expected to comprise a fully specified set

Of relationships involving Constructive Conflict Outcomes

(e.g. Dependence and Commitment). However, since the

dissertation represented one of the first research projects
that focused on this concept, the number of relationships

©Xplored was reduced to those that were most directly

re@levant to an initial understanding of this concept. The

COnstructs were chosen for the following reasons; (1) the

12






characteristics of perceived conflict because they are
suggested to be related to constructive conflict outcomes by
Social Conflict Theory, (2) relationship structure because
this it allowed for the diversity of real relationships to
be systematically considered, and (3) relationship
satisfaction and relationship trust because they are
theoretically and managerially interesting outcome

variables.

The second set of research questions (presented on the
following page) provided the guide to building and testing
the model of Constructive Conflict Outcomes in exchange

relationships.

13




(2)

What relationships comprise an appropriate model
of Constructive Conflict Outcomes in exchange
relationships? (Secondarily, what variables
constitute constructive conflict’s nomological

net?) Specifically:

(2a.) What is the effect that the
characteristics of perceived
conflict have on Constructive

Conflict Outcomes?

(2b.) What effect does relationship
structure have on Constructive

Conflict Outcomes?

(2c.) What effect do Constructive Conflict

Outcomes have on relationship

satisfaction and trust?

14







2.3 A Model of Constructive Conflict Outcomes in
Exchange Relationships

To answer the questions proposed above, a model was
conceptualized that predicted answers to those research
questions. It is this model that was explicitly tested
during the execution of this research. The model is

illustrated in Figure 1.1.

Figure 1.1 represents the structural relationships that were
examined. However, measurement issues were also highly
relevant. In addition to the structural model, both first,
and second-order measurement models were proposed and

tested. Three of the model’s constructs were
operationalized as being comprised of multiple dimensions
with each dimension being indicated by multiple measures.
These complex measurement models are presented in Figures

1.2, 1.3, and 1.4.

In addition, the measurement properties of the other
constructs (the conflict characteristics, satisfaction and
trust) will be considered, although no model is presented.
Chapter three will outline the measurement assessments that

will be made for the collective group of constructs

Presented in this dissertation.

15



Conflict Conflict Conflict Conflict
Frequency Intensity Issue Focus
Importance
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Decision-
Making ]
Structure + Satisfaction
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Figure 1.1 - The Original Structural Model
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Decision-Making
Structure

Decentralization

Informalization

Shared

Participation

Paradigm

Figure 1.2 - The Decision-Making Structure
Measurement Model
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Operational
Integration

Figure 1.3 - The Operational Integration
Measurement Model
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Constructive
Conflict
Outcomes

Activity
Adjustment

Norm
Adjustment

HOpm0g0 (e

Figure 1.4 - The Constructive Conflict
Outcomes Measurement Model
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3. EXECUTIVE SUMMARY OF LITERATURE REVIEW

The literature that provides relevant background and
specific support for the relationships proposed in this
dissertation is fully reviewed in chapter two. However, the

highlights of that review are presented below.

3.1 Social Conflict Theory and
Constructive Conflict Outcomes

Social conflict theory, based on the writings of Lewis Cosar
(1956, 1967), provides strong theoretical support for the
Concept of constructive conflict. Specifically, Cosar
believes that all healthy social systems require conflict so
that hostilities can be released before they build up to
€xplosive levels. In addition, he believes that conflict
leads to positive change. Exchange relationships embedded
in marketing channels represent systems and thus should also

Yequire conflict if these relationships are to be healthy.

Specifically, Social Conflict Theory predicts that when
Conflict is frequent, of low intensity and importance, and
does not focus on central issues, the likelihood of
Constructive outcomes is enhanced (Turner 1986). These
Yelationships will be operationalized and empirically tested

1n this dissertation.

20
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3.2 Relationship Structure

Robicheaux and Coleman (1994) propose a model of
relationship structure that is rooted in the political-
economy paradigm (Stern and Reve 1980). (These models are
discussed and illustrated more thoroughly in chapter two.)
The Robicheaux and Coleman model carefully separates the
antecedents of relationship structure from the relationship
structure itself and the consequences of that relationship
structure. This disciplined division is valuable because it
identifies the core elements of the structure itself, thus
allowing for a more judicious use of this concept in the
study of exchange relationships. This is important because
there exists a wide range of structures that characterize
exchange relationships, and any theory proposed that is
intended to apply to a full range of exchange relationships
Mast take into consideration this diversity of structure.
The Robicheaux and Coleman (1994) framework provides this
dissertation with a theoretically sound way to
SYstematically consider such diversity, and thus, extend

theory related to the management of exchange relationships.
Robicheaux and Coleman (1994) propose that relationship
Structure has two components, (1) Decision-Making Structure

and (2) Operational Integration. This dissertation measured
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both of these components (via their underlying dimensions)
and assessed the impact of structure on Constructive
Conflict Outcomes. It was predicted that clan-like decision
making structure (decentralized, informal, participative
decisions based on shared norms) would be positively related
to perceptions of constructive conflict. Additionally, it
was predicted that high levels of operational integration
(characterized by significant joint actions, information
sharing, assistances and monitoring) would also be related
to high levels of perceived constructive conflict. There

was mixed support obtained for those contentions.

A secondary objective of the dissertation was to assess the
measurement qualities of Robicheaux and Coleman’s (1994)
structure conceptualization. They only provided the
rationale for the relationships, but did not directly test
the implied measurement model themselves. This dissertation

will attempt to provide the needed empirical support.

3.3 Relationship Outcomes
One of the keys to making the exploration of Constructive
Conflict oOutcomes interesting and relevant is to explore its

Connections to important outcome variables. Relationship

Satisfaction is one such relevant variable. Brown, Lusch
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and Smith (1991) provide a meta-analysis that concludes that
conflict has a negative relationship with satisfaction.
Yet, none of the research reviewed considered the potential

mediating role of Constructive Conflict Outcomes.

It was hypothesized that Constructive Conflict Outcomes
would be positively associated with relationship
satisfaction. In addition, since two characteristics of
conflict were hypothesized to be positively associated with
Constructive Conflict Outcomes, the model proposed in this
dissertation hypothesized that conflict with certain
characteristics would actually be positively associated with
relationship satisfaction. There was mixed support for the
hypotheses in this area. Thus, besides satisfaction taking
the role of pertinent outcome variable, its empirical
history combined with this dissertation’s hypotheses make

its inclusion interesting in the manner highlighted by Davis

(1971) .
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4. SUMMARY OF RESEARCH DESIGN

Chapter three outlines the execution plan for this research.

However a brief review of that plan is highlighted below.

4.1 Design Issues

A cross-sectional survey design was employed. This design
allowed for the relationships proposed in this dissertation
to be put to a relevant and practical test. A pretest of
certain measures was conducted to make up for the lack of an
empirical measurement history on the part of some of the
model’s constructs. After appropriate measurement
refinement, a “modified” Dillman (1978) approach was used to
gather approximately 220 responses from relationship
managers who were fundamentally responsible for managing one

of their firm’s key exchange relationships.

4.2 Measurement

Theireliability and validity of the measures employed in
thisl”esearch was assessed via procedures such as Cronbach’s
alpha, EFA and CFA. The goal of these assessments was to
establ j sh quality measurement of all of the constructs in

the Model. wWithout quality measurement, the results related
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to the structural relationships would become suspect.
Between the pre-test and the full-model test, the proposed
measurement models were adequately assessed and refined,

thus allowing for confidence in the structural results.

4.3 Relationship Assessment

Structural equation modeling (employed using EQS) provided
the method by which the proposed structural relationships

were tested. Model fit evaluations combined with the

significance of the parameter estimates provided support (or
non-support) for the relationships proposed. In addition to
the overall assessment of the model, each hypothesis was
represented by a structural path in the model and thus each

relationship was assessed individually.

5.0 BASIC RESULTS AND IMPLICATIONS

The results of the statistical evaluations are fully
reviewed in Chapter Five, and the dissertation conclusions
are presented in Chapter Six. However, in the sections

below, some of the key results and conclusions are reviewed.

25







5.1 Theoretical Results

The main theoretical contribution of this dissertation was
to establish the concept of Constructive Conflict Outcomes
as a significant construct in the study of relationship
management. The results of this dissertation establish the
initial nomological net for this construct and provide

guidance for future research.

Social Conflict Theory was also tested via this
dissertation. The tenets of Social Conflict Theory, when
applied to exchange relationships, were not supported. This
lack of support casts doubt as to the efficacy of Social
Conflict Theory as an important theoretical base from which

further marketing thought could be developed.

The model presented and tested also incorporated the
framework presented by Robicheaux and Coleman (1994). This
framework was modeled after the Political-Economy Paradigm
(PEP) suggested by Stern and Reve (1980) and extended by
Achrol, Reve and Stern (1983). The constructs suggested by
Robicheaux and Coleman (1994) were operationalized and
Measured and the dissertation data suggested that this
Configuration of constructs is inadequate for describing the

Underlying condition of exchange relationships.
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Lastly, through the use of some of the Robicheaux and
Coleman (1994) framework (that which was supported),
relationship structure was considered and shown to have an
effect on the constructiveness of the conflict outcomes.
This result provides a valuable starting point for future

theory creation.

5.2 Managerial Results

Since many of the hypotheses embedded within the
dissertation model were not supported, combined with the
fact that the model as a whole fit the data poorly, the
managerial contributions of the dissertation are very
limited. However, the basic conclusions that are valuable
to managers are: (1) constructive conflict does exist, (2)
an integrated problem solving approach creates greater
levels of constructive conflict, and (3) these outcomes are
strongly connected with other valuable relationship outcomes

such as satisfaction and trust.
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Chapter 2

Literature Review

1. INTRODUCTION

This literature review will go through three basic steps:

(1) a review of the relevant background related to this area
of study (SECTION 2), (2) a review of Social Conflict Theory
and the concept of constructive conflict (SECTION 3), and
(3) a structured tour of the model where social conflict
theory and marketing channel theory will be used to
demonstrate the precedent and rationale for the model’s
constructs and their relationships (SECTION 4). Literature
will be included in this review to the extent that it
Provides relevant background and/or it supports the logic

and structure of the model presented.

2. BACKGROUND INFORMATION

This section seeks to accomplish the following objectives;
(1) position the dissertation in the stream of channel

knowledge that has evolved over the years, (2) review the

€mergence of the relationship paradigm that has come to the
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forefront in the past years, (3) show how the Robicheaux and

Coleman (1994) framework (especially their conceptualization

of structure) addresses some of the shortcomings in the

relationship paradigm, (4) fully review the constructs that

form Robicheaux and Coleman’s structure conceptualization
and will also form this dissertation’s conceptualization of

structure, and (5) review the conflict literature to

identify the gaps that this dissertation seeks to close.
When completed, the background information that is required

to understand the model’s constructs and their relationships

should be available to the reader.

2.1 The Fit of this Dissertation into the
State of Channel Theory

The first task of this literature review is to place this

dissertation in the flow of channel research. Channel

Tesearch has progressed from early economic based

deScriptive research to the theory-laden, combined economic
and behavioral approaches that currently dominate.

U'rlderst:anding this progression of channel research becomes

Televant when answering the question; “where does this

Aissertation fit?” And this question is relevant when

POsitioning this dissertation as a contribution to that

Progression. Therefore, this brief history of channel

Tesearch is intended to position the dissertation, not fully
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outline the status of channel research. However, as the
literature review continues, many of the topics touched on
in this section will receive expanded treatment as the topic

becomes specifically relevant to understanding the rationale

and background of the proposed model.

Channel research has its roots in the Functional and
Institutional schools of thought. The early scholars in
these schools identified the functions performed by channels
(e.g. Shaw, 1912; weld, 1917; Ryan, 1935) and the
institutions that performed those functions (e.g. Weld,
1916; Converse, 1949; Alderson, 1954). The research was
mostly descriptive and was explored from an economic
Perspective. Theories based on economic variables attempted
to make predictions about channel characteristics such as
channel length (Bucklin, 1965) and channel structure
(Mallen, 1973). Currently, the economic perspective
continues to appear in channel research mainly in the
application of Williamson’s (1975; 1979) transaction cost

theory (e.g. Anderson and Weitz, 1989).

In the 1960’'s, a group of scholars started to consider the
behavioral components of channels. Mallen (1963, and 1967)
considered variables such as conflict and cooperation.

However it was Stern’s (1969) book of essays on the
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behavioral elements of channels that pushed channels
research away from economic analysis and toward behavioral
analysis. Quickly two key topics dominated such research;
power and conflict. Authors such as Hunt and Nevin (1974)
and Lusch and Brown (1982) considered how power effected
channel control and structure. Lusch (1976a) and Brown and
Day (1981) expanded theory concerning conflict in a channel
setting. Gaski (1984) provides an excellent literature
review of these topics. Additionally, section 2.4.2 of this
chapter will revisit the specific findings of the

researchers who focused on conflict.

The logical extension for channels theory, which began with
an economic perspective, and then weathered a flurry of
activity from a behavioral perspective, was to attempt to
Combine these perspectives. Stern and Reve (1980) made a
Seminal contribution in this area when they proposed the
Political-Economy Paradigm as the framework to consider both
perspectives. The perspective has lead to very insightful
combinations of variables that have expanded and
strengthened channel theory. For example, Heide and John
(1992) combine the economic-based ideas of transaction cost
analysis (Williamson 1979), with the behavioral concepts of

relational contracting (Macneil 1980) to show that it is the
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relational norms that enable firms to overcome the fear of

opportunism and commit to transaction specific assets.

The most recent change in channel research perspective has
to do with the specific type of channel structure being
considered. Initially, a great amount of attention was
giwven to corporate vertical marketing systems, and/or
conventional channels controlled through authoritative power
structures. More recently, this perspective has begun to be
replaced by research focusing on non-hierarchical
relationships that are characterized by non-authority based
norms of behavior. Arndt’s (1979) “domesticated markets”
r'epresents the vanguard of this shift. Most recently,
articles by Nevin (1995) and Weitz and Jap (1995) highlight
how relationship-orientated channel research has become a
Significant, if not the dominant, research focus. (Section
2.2 of this dissertation traces the emergence and findings
of this research focus.) However, Frazier and Antia (1995)
Point out that many actual channel relationships are
becoming less relational in nature and consider this an
important area for further research. Thus, it seems logical
that for theories to be widely applicable, a diversity of
channel structures must be considered: those that are

classified as relational, and those that are not.
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In order for this dissertation to fit into the stream of
channel research outlined above, it considered both economic
and polity variables, and in addition, it considered the
effect of structure on the relationships considered. The
dissertation attempted to accomplish both tasks. First, it
was framed to consider both the economic and polity sides of
channel structure. Additionally, it considered the
diversity of channel structure to be fundamental to its
predictions. Thus, this dissertation contributed to, and
fit appropriately into, the current trends in channels

research.

2.2 The Relationship Paradigm

Marketing has become more relationship focused. Webster
(1992) considers this shift to be a fundamental change in
marketing management and theory. Other authors have
compiled strong support for relationship building and
maintenance as a secure competitive strategy (Jackson, 1985;
Bowersox, 1990; Narus and Anderson, 1986 and Johnston and
Lawrence, 1988). Webster (1992) predicts that relationships
will become the key strategic resource of the firm. These
authors position relationship seeking and maintenance as

desired competencies that successful firms will possess.
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In 1979, Arndt recognized that relationships were no longer
simply being governed by the invisible hand that John Smith
envisioned. His article categorized the presence and traits
of “domesticated markets”. However, progress related to
developing theory associated with these non-market based
business transactions was slow to develop. Macniel'’s work
concerning relational norms (1979, 1980, 1983) was the major
exception to this, and although this work was not published
in traditional channel research outlets, it has formed the
underxrlying logic for many channel studies of relational

exchange.

While published material in the significant academic
journals was scarce, the practitioner journals began to
publish articles related to this topic. Most significantly,
a series of articles that appeared in the Harvard Business
Review (HBR) brought the concept of relational exchange to
the forefront of business thought. While these pieces
lacked theoretical rigor they did provide a starting point

for future work in this area.

Barbara Bund Jackson’s 1985 HBR article was the first to
address the concept of relationship marketing. Jackson’s
article effectively pushed the focus of marketing toward

topics related to the creation and maintenance of
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relationships. Jackson contended that having a close, long-
term relationship with a customer was good in the proper
situation. This conclusion was inductive, that is, it was
real marketing practice that pointed to this contention.
This is important to note because it indicates that the
focus on relationships in many areas of marketing is not
simply the fancy of the researchers, but reflects the real

interests and practices of the discipline.

A year later, Anderson and Narus (1986) proposed that two
key constructs, communication and commitment, would
facilitate the creation of true partnerships. 1988 saw
Johnston and Lawrence tout the benefits of close
rYelationships they termed “value-adding partnerships.” 1In
1990, Bowersox attempted to identify the strategic benefits
Of logistical alliances in another popular HBR article.
1994 saw Rosabeth Moss Kanter address partnerships/alliances
in her contribution to HBR. She gained special attention
for addressing the “*how to” aspect of forming close

relationships.

These managerially oriented articles accomplished two key
tasks: 1) they established the study of relationships
(including their structure, antecedents and consequences) as

a key area of managerial interest because the articles
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showed that close relationships were forming the basis of
some firms’ competitive success, and 2) they helped to
firmly entrench the concept of relationship marketing as a
significant paradigm in marketing. However, these articles
also have a serious shortcoming; they lacked the theoretical
rigor necessary to significantly contribute to accumulated
research progress. In particular, the articles use ill-
defined terms such as partnerships and alliances as if they
were consensus definitions. Without rigor in conceptual and
definitional areas, it becomes impossible to develop

meaningful, accumulated theory (Hunt 1991).

This combination of contributions and limitations did
provide incentive and opportunity to the academic community.
These articles demonstrated that relational exchange was a
worthy topic, but it was also a topic that desperately
needed theoretical grounding if it was to live up to its
potential to provide meaningful impact on the marketing

discipline.

In academic circles, focus began to shift towards developing
theory that considered the structure of such relationships
(Achrol, 1991), the whys and hows of relationship formation
(Dwyer, Schurr and Oh, 1987), and the antecedents and

Consequences of such relationships (e.g. Anderson and Narus,
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1990). Many articles began to propose models that explained
components of the relationship marketing phenomenon (Heide
and John, 1992; Morgan and Hunt, 1994; Ganesan, 1994;

Gundlach, Achrol and Mentzer, 1995).

However, similar to the practitioner-based research
represented in the HBR articles, one of the difficulties
with this stream of research has been the lack of agreement
on key constructs and basic theoretical structure or order.
In a simple example, Morgan and Hunt (1994) position trust
and commitment as the key mediating variables that explain
most of the positive consequences of relational exchange.
However, Gundlach, Achrol and Mentzer (1995) point out that
there are significant measurement difficulties with
attempting to treat these as distinct constructs, thus
calling into question the efficacy of the Morgan and Hunt

(1994) model.

Thus, we are left with an area of study, relational
exchange, which is deemed important and worthy of research
by both the managerial and academic world. However, we have
4 body of research that fails to achieve consensus on the
identification of exactly what is meant by relational
exchange. Additionally, we have a collection of studies

that identify the antecedents and/or consequences of
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relational exchange, while using a large variety of
definitions and dimensions of this central concept. This
makes it extremely difficult to document real research

progress in the form of accumulated knowledge.

This problem was recently addressed by two channels
researchers; Robicheaux and Coleman (1994) (often
abbreviated to R&C within this text) and Heide (1994).

These authors have sought to bring clarity to the problem by

proposing a common set of constructs or variables that can

be used to assess relational exchange, recognizing that
without consensus on the construct question, little theory
can be built related to identifying the antecedents and

consequences of relational exchange.

Of these two pieces, the R&C piece has a fundamental
advantage in relation to the objectives of this
dissertation. R&C structure their model of exchange, and
specifically their conceptualization of channel structure,
within the political-economy framework. As this
dissertation was intended to be grounded in that framework
in order to take a more systematic approach to accumulated
knOWIEdge, the R&C model was chosen as the framework that

Structured this dissertation.
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Additionally, the R&C framework does not preclude the
consideration of the Heide (1994) framework. The Heide
framework can be fit into the R&C framework. First, the
Heide typology is very similar to the grid approach of R&C.
Heide sees the market to non-market continuum as
insufficient, therefore, he breaks down non-market
governance into unilateral and bilateral. The Heide market
to non-market concept is similar to R&C’s operational
integration, while the unilateral to bilateral breakdown
mimics R&C’s decision making structure construct.
Additionally, R&C consider that “extremely bureaucratic and
extremely clannish decision-making structures are likely
when operations are highly integrated” (p. 46). Thus,
essentially R&C also have a three category description of
structure or governance that closely mimics Heide's

typology.

Lastly, Heide takes a relationship development stage
approach to his conceptualization of governance, considering
how the governance would suggest behaviors at each stage in
a relationship (initiation, maintenance and termination).
While this approach provides for a rich conceptualization,
it was not the intent of this dissertation to consider
relationship stage as an operating variable. Because the

R&C framework focuses solely on channel structure (and not
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relationship stages) it fit better into the intent of this

dissertation. A review of the R&C framework follows.

2.3 Robicheaux and Coleman’s view of
Channel Structure

Robicheaux and Coleman (1994) provide a research framework
for addressing channel exchange. Their model is based on
the Political Economy Framework (Stern and Reve 1980). They
use this framework to identify polity (behavioral) and
economic antecedents, channel structure, and polity

(behavioral) and economic outcomes.

The level and interaction of the antecedent
conditions jointly determine the relationship
structure that is likely to emerge in a particular
exchange relationship. This structure, in turn,
influences the degree of the various economic and
polity performance outputs of exchange.
(Robicheaux and Coleman 1994, p. 42)

Their key contribution to the study of exchange is their
conceptualization of channel structure. They refer to Reve
and Stern’s (1986) definition of structure as comprising an

economic component and a polity component.
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The structure of the economy is defined by the
extent of vertical coordination between the
interacting organizations ... The structure of the
polity is defined by the power-dependence
relations between the two organizations

Combining elements of both the economy and the
polity results in a picture of the structure.
(Reve and Stern, 1986, p. 75).

R&C use this basic structure when they conceptualize channel

sStructure as having two components: (1) decision-making

structure and (2) operational integration.

The R&C framework is careful not to include what the authors
consider antecedents or consequences of structure in their
conceptualization of structure. Based on this, R&C did not
Simply borrow Noordewier, John and Nevin’s (1990)
relationalism construct as their assessment of structure
because they considered it to tap domains that were more
appropriately considered outcomes of the relationship
Structure, not elements of its structure. They specifically

considered “attitudes toward the relationship that emerge

from operations as polity performance outcomes” (Robicheaux

and Coleman 1994, p. 47).

As relationship structure was operationalized via the R&C
framework, a thorough review of the dimensions of R&C’s

channel structure follows.
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2.3.1 Decision-Making Structure

Decision-making structure ranges from clan-like to
bureaucratic. This concept was operationalized as a
formative construct made up of four components. (1)
decentralization, (2) informalization, (3) participation, r
and (4) shared paradigm. Each of these are discussed below.
(Decentralization and informalization will be discussed as

centralization and formalization as they are most often

operationalized that way in the literature)

Centralization has a rich history as a variable that taps
Structure. Robicheaux and Coleman (1994) predict that
increased centralization would be more associated with
bureaucratic decision-making structure. John (1984)
Supported this prediction when he used this construct as one
Component of “bureaucratic structure”. Dwyer and Welsh
(1985) also used this concept when they considered the
TYelationship between environmental conditions and structure.
They defined the term to mean the “extent to which decision
Making is concentrated” (p. 400). Dwyer and Oh (1987) also
Use centralization as a structure dimension and provide an
€Xcellent review of the reliability and validity of the
Measures of this construct. Both were shown to be at

QCceptable levels. Additionally, it was shown that
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centralization had a negative effect on relationship

quality.

Formalization is defined by Dwyer and Welsh (1985) as “The
extent to which decision making is regulated by explicit
rules and procedures” (p. 400). It is predicted by R&C that
increased formalization would be more associated with
bureaucratic decision-making structure. It has been a
dimension of both John’s (1984) “bureaucratic structure”, as
well as, Dwyer and Welsh’s (1985) “channel decision
structure”. Dwyer and Oh (1987) review and confirm the
reliability and validity support for the measures of this
construct. Additionally, they show that formalization has
a positive effect on relationship quality: a result that was
Counter to its hypothesized relationship (Dwyer and Oh,

1987) .

Participation is predicted by R&C to be inversely associated
With bureaucratic decision-making structure. Defined by
DWyer and Welsh (1985) to be “the degree of actual
Participation in decision making” (p. 400). Participation
Was also conceptualized as a component of structure by Dwyer
and Oh (1987). Together, these works establish strong
Support for the wvalidity of this construct by demonstrating

discriminant, convergent and nomological validity.
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Shared Paradigm. Unlike the first three dimensions of
decision-making structure, shared paradigm has no empirical
pedigree in the marketing literature. R&C consider this
dimension to be their contribution to the concept of
decision-making structure. The concept derives from the

thoughts of Wilkins and Ouchi (1983).

Nor is ... “paradigm” meant to imply a sharing of
goals, as typically defined. We have in mind the
sharing of general assumptions and values that
Kuhn (1970) described among scientists. This term
suggests that clan members may share general
orientations” ( p. 471).

Wilkins and Ouchi (1983) go on to state that “the paradigm
suggests how members determine what is in the interest of
the clan” (p. 471). This paradigm concept implies norms or
“expectations about behavior that are at least partially
shared by a group of decision makers” (Weitz and Jap, 1995).
Thus, the concept of shared paradigm implies shared norms,
and thus the operationalization of ‘shared paradigm” will
Consider the parties perceptions of how closely the norms of

the relationship are shared.

This concept does not imply specific norms. In other words,
it does not expect that clan-like structure must show a high

level of the norm of mutuality (Macneil, 1980), but instead,
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that clan-1like structure will indicate the sharing of norms,

regardless of what those norms are.

No current empirical support exists for this dimension of
channel structure, thus, the dissertation attempted to
operationalize this construct and make an initial assessment
of its reliability and validity. The specifics of this

task, and the outcome, are covered in later chapters.

R&C position decision-making structure as a formative
variable made up of the four dimensions just discussed.
However, they do not provide construct validity support for
this conceptualization. A goal of this dissertation was to
show that these four dimensions do comprise a second-order

Construct known as Decision-Making Structure.

This attempt at providing support for the construct validity
Of decision making structure had some obstacles to overcome.
Specifically, there is empirical support for opposing
€ffects of at least two of these dimensions. Dwyer and Oh
(1987) found that formalization had a positive effect on
Telationship quality, while centralization had a negative
effect. (While these two would be predicted to act together

in a global decision-making variable) These results fail to

45



AsAsne

ne RAma
= S=
el STC L

Sriviaen,

el LT

veen T Lo

Q-‘.
—.. il
iva 2
RCIRT
T2l
.
c~‘
va
.-‘\-.,~
N
SIS
ST

o
N

)
'y

«>
rh

> (D
e

~
«ry



confirm the nomological validity of a global construct known

as decision making structure.

2.3.2 Operational Integration

The second component of channel structure operationalized by
R&C is the degree of operational integration that
characterizes the relationship. This construct is
conceptualized to run a gamut from discrete to integrated.

A highly integrated channel relationship will demonstrate
high levels of (1) joint actions, (2) assistances, (3)

monitoring, and (4) information exchange. These dimensions

are discussed below.

Joint Action is defined by Heide and John (1990) to
represent the “degree of interpenetration of organizational

boundaries” (p. 25). These authors illustrate the concept

as such:

In conventional procurement the responsibility for
a given task (e.g., product design) is assigned to
one or the other party. In contrast, a move
towards closer relationships involves the parties
carrying out the focal activities in a cooperative
or coordinated way. ... As the extent and scope
of joint activities increase, the firms

effectively become partners in an alliance. (p.
25)
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This concept implies that in more “integrated” relationships
the traditional arms-length roles of buyer and seller have
been replaced by more complicated roles. Heide and John
(1990) found this construct to be related to the presence of

transaction specific investments.

Assistances is defined by Noordewier, John and Nevin (1990)
to capture the giving of help to an exchange partner even
when no help has been specifically called for, and/or no
immediate or explicit compensation is provided. Assistances
are present when the exchange parties go beyond the a priori
level of conduct called for in the relationship. This
concept was operationalized by Noordewier, John and Nevin
(1990) as one (of five) dimension of their “relationalism”
variable, which was considered to capture the level of
relational governance in the purchasing relationships. No
individual empirical results were reported for this

construct because it was combined into the second-order

construct before analysis.

Monitoring consists of the actions undertaken to ensure
exchange partner performance. At the market end of the
continuum, there would be little action taken, and at the
integrated end of the continuum the level of monitoring

would mimic a corporate vertical marketing system
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(Noordewier, John and Nevin 1990). Again, since Noordewier,
John and Nevin (1990) treated this construct as a dimension
of a second-order construct, no specific empirical support

was generated for its potential effect on outcome variables.

Information Exchange, as considered here, deals with three
elements, (1) the frequency of information exchanged, (2)
the type of information exchanged, and (3) the level of
information exchange capability between the firms. The
first two components represent the conceptualization of this
construct by Robicheaux and Coleman (1994) and Noordewier,
John and Nevin (1990). The third component is most directly

borrowed from Bowersox, et al (1995).

Integrated exchange is expected to be characterized by high
quantity information exchange (Noordewier, John and Nevin
1990). First, a more integrated exchange relationship would
share a greater amount of information about the exchange
basics (price, specifications, delivery terms), however, in
addition to this there would be more information exchange
because new classes of information would be exchanged. In an
integrated relationship it would be expected that more long-
term focused, proprietary and strategic information would be
exchanged (Palay, 1984). Thus, we have a change in the type

of information exchanged also.
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Exchange capability is defined as the capability of one firm
to receive information from their exchange partner in a
timely and usable form (this is adapted from the
connectivity concept from Bowersox, et al, 1995). This
element of information exchange is being added to the R&C
conceptualization of operational integration. The ability
of one firm to receive the other’s communication in a usable
form is a relevant consideration for a construct measuring
information exchange’s role in integration. It is proposed
that in more integrated relationships the firms will exhibit

a higher level of exchange capability.

Similar to decision making structure, Robicheaux and Coleman
(1994) conceptualize operational integration as a formative
construct. However, once again, there is no empirical
support for the construct validity of this
conceptualization. A goal of this dissertation was to

provide an initial assessment of this construct’s validity.

2.4 The Conflict Literature in Marketing

This section will address two major areas related to

conflict: (1) conflict’s definition and conceptualization,

and (2) a review of relevant findings related to conflict
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and other constructs in the model. For two good general
reviews of conflict see Gaski (1984) and Brown, Lusch and

Smith (1991).

2.4.1 Definition of Conflict

There are two different ways to conceptualize and define
conflict. The first is conflict as a series of stages.

This conceptualization is based on Pondy'’s 1967 work. In
this conceptualization, conflict begins as a latent
sentiment, is then perceived by the parties, becomes felt as
tension or disaffection, moves to manifest conflict where it
is expressed as a behavioral attempt to block another’s goal
achievement, and finally passes on to a conflict aftermath
stage. This stage model, while well accepted, is not the
only conceptualization of conflict. Stern and El-Ansary

(1977) provide another conceptualization:

Channel conflict is a situation in which one
channel member perceives another channel member to
be engaged in behavior that is preventing or
impeding him from achieving his goals (p. 283).

Gaski (1984) argues that it is the perception of conflict,

regardless of the actuality of behaviors, that is the

Ccritical element of conflict.
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He proposes what he calls a “consensus conflict definition”:

Channel conflict will be the perception on the
part of a channel member that its goal attainment
is being impeded by another, with stress or
tension as the result (p. 11).

In this dissertation, that is the definition of conflict
that will be relevant. Measures tapped perceived conflict.
Additionally, the concept of hindered goal attainment was
applied broadly. Specifically this dissertation considered
“impeded goal attainment” to imply opposing goals and/or
opposing strategies and actions used to obtain similar

goals.

Thus, conflict in this dissertation was conceptualized as a
perception that captures elements of the perceived, felt and
manifest stages of Pondy’s model. While manifest conflict
is conceptualized as actual behaviors, the fact that “goals
are being impeded” implies that this is being done actively,
or through actual behaviors (although there could be the
case that no actual behaviors do exist, yet a party to the

relationship still perceives conflict).

This approach avoids the problem of assessing the
conflictual nature of specific activities or behaviors.

Assael (1969) argues that attempting to conceptualize
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conflict via actual behaviors can be difficult. He argues
that an act can be perceived as conflict when economic
pressures are strong, but a simple irritant when economic
pressures are low, thus, the act itself is not conflictual
per se, but the perception of the act under certain
conditions makes it a conflictual behavior. This view

supports the conceptualization of conflict as a perception.

Additionally, Deutsch (1973) shares the view that conflict
is a purely a psychological phenomena and actual behaviors
can only be considered conflict when they are filtered

through the perceptions.

Thus, the presence or absence of conflict is never
rigidly determined by the objective state of
affairs.... the importance of “real” conflict
cannot be denied; nonetheless, the psychological
process of perceiving and evaluating are also
“real,” and they are involved in turning objective
conditions into experienced conflict. (p. 11)

Thus, conflict in this dissertation was defined as a

perception and the Pondy stages model was not specifically

operationalized.
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2.4.2 Relevant Past Findings

While conflict received a flurry of attention from 1969
until the early 1980’'s, the accumulation of findings has
been disappointing. Findings relevant to the model
conceptualized in this dissertation are presented below. Of
conspicuous absence are any studies that consider channel
structure as an influence on the relationship between
conflict and the outcome variables that make up the model
presented in this dissertation. Schul and Babakus (1988) do
consider channel decision structure as an intervening
variable. However, they consider its influence on the power
- conflict relationship; a relationship that is not

specifically operationalized in this dissertation.

Conflict received great attention after the release of
Stern’s 1969 book of readings on the behavioral aspects of
channels. Stern and Gorman (1969) first addressed the
causes of conflict and positioned interdependence as the
fundamental cause of conflict in all distribution channels.
Rosenberg and Stern (1970) picked up this approach and
identified three propositions that linked goal disparity,
domain dissensus and perceptual differences with conflict.
The causes of conflict were not the focus of attention in

this mode<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>