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INTRQN

Manufacturers are frequently advised to build and maintain strategic relationships with

critical-component suppliers (Sheth and Sharma 1997). These strategic buyer-supplier
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relationships are long-term partnerships intended to yield benefits to both parties (Monczka et
al. 1998). The advice has merit, given the abundance of evidence attributing improved
operational inancial benefits to such relationship arrangements (Dyer 1996; Carr and
Pearson 1

Fogrltlcal-component suppliers, performing well in supplying their customers over
time, not just omge, is expected to ensure relationship continuity (Shin et al. 2000; Abdul-
Muhmin 2m

et, expecting these suppliers to operate error-free on a continual basis is

not realist

rd, Kumar, and Stern 2001; Craighead et al. 2007). Consider, for
example, orporatlon a supplier of airbag inflators, who initiated a design change in

2001 tor ﬁetrazole -based airbag inflator propellant with an ammonium-nitrate based

propellant sign change allowed smaller lighter inflators to be more safely
manufact@unfortunately, resulted in passenger injuries and fatalities from airbag
failure 1.2014).

In co supply networks, unintentional supplier errors are inevitable “normal

accidents” (Perrow 1984); some, like the Takata incident, have serious consequences,
becoming@ostly supply failures (Primo, Dooley, and Rungtusanatham 2007), supply chain
glitches ( s and Singhal 2003; Zsidisin, Petkova, and Dam 2016), or supply chain
disruptions ghead et al. 2007). Anecdotes from interviews conducted with key
informantSaworking for four manufacturers reveal that these unintentional but serious supplier
errors aﬁplaoe and do not reflect malicious intent (see Table Al in the Appendix).
Moreover,inEgic relationships with critical-component suppliers, checks-and-balance
mechanisms lly exist to ensure quick detection of these errors and to prompt

investiga oot causes. For example, the plant manager for a metal products
manufacturer (Informant A in Table Al in the Appendix), speaking about paint (a critical

component), said that it is not unusual for the paint supplier to have two-three different errors
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(e.g., wrong color, incorrect viscosity, etc.) occur every year and that these are quickly

detected and proactively resolved. Moreover, such errors do not reflect:

. malicious behavior due to the strategic nature of our relationships and our
3 m r paint supplier only supplies paint to our facility . . . so there is
stedgiiaf@igst . . . to be a good supplier . . . we can switch if we are not happy
ithbthel performance. From the perspective of our safety component
[sypplier], we have invested a lot of time and money together to get to where
why — [the supplier has] invested a lot of time in R&D and equipment

to @to supply us with parts. . . . there is significant impact to [the

supplier’g business if we choose to partner with an alternative supplier. . . .

Omconcems the unintentional but serious supplier error or, more formally, an
unplanned honest mistake committed by a critical-component supplier whose chance
occurrencE in negative operational and financial consequences for both the supplier
and the m@nufacturer being supplied. These errors, to emphasize, differ from deliberate

supplier mm‘ors (e.g., opportunism, unethical behavior) intended to benefit the supplier

at the exp e manufacturer. More specifically, we ask two related questions: (i) What

is the e an unintentional but serious supplier error on the dissolution of a strategic
relatio en a manufacturer and a critical-component supplier? and (ii) Does an

unintentional but serious supplier error moderate the association between prior supplier

performan%trategic buyer-supplier relationship dissolution?

Wssociation between intentional supplier misbehaviors and relationship

terminati en established in the literature (Ganesan et al. 2010; Wang, Kayande, and
Jap 20 e angcdotes relayed in Table Al in the Appendix suggest that such an

associatio t be present in the case of unintentional but serious supplier errors.
Research es hints also at this possibility, revealing that the effectiveness of

mitigati mes varies depending on the intentionality of the service failure (e.g., Iglesias,

Varela-Neira, and Vazquez-Casielles 2015). Similarly, research in accounting notes that

bookkeeping errors versus deliberate misstatements elicit different public reactions (e.g.,
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Hennes, Leone, and Miler 2008). Finally, Zsidisin et al. (2016) report that shareholder
reactions to supply chain glitches differ depending on the underlying cause.

We er the first question conceptually by hypothesizing a direct and positive
effect be jntentional but serious supplier error and strategic buyer-supplier
relation-sh!'dimution. As for the second question, we engage a strong inference approach
(Platt 1953gsto lmgpothesize the moderation effect of an unintentional but serious supplier
error to beuegative or positive, depending on whether an assimilation effect or a
contrast ew\inates. These two effects — assimilation versus contrast — are cognitive
biases pertainin@go how a new stimulus (in our case, an unintentional but serious supplier
error) is ev. relative to an established standard (in our case, historical supplier

performa assimilation effect (or contrast effect) dominates when a new stimulus is

deemed tgibe % discrepant (more discrepant) from an established anchor than it really is.

a

r empirical test were collected from 256 sourcing professionals
participating i cenario-based role-playing experiment in face-to-face sessions in nine US-
based locations. The experimental context describes a manufacturer sourcing a critical

componerfifrom a strategic supplier, who errs by shipping defective units to the manufacturer

[

with detri onsequences. This unintentional but serious supplier error is the main

experiment or and is manipulated in an unambiguous manner with respect to its

q

unintentioflality or severity. Indeed, the 256 experimental subjects are not only aware that the

L

shipme ive units was unintentional but also understand that both entities

consequently suffered non-trivial damages. Hence, the unintentionality or severity of the

Ll

manipulated ier error is not a perceived outcome of other antecedent factors (e.g.,

bilateral cluded from or controlled for in our experiment.

A

After verifying the realistic nature of the experiment, ensuring that experimental

factors are properly manipulated, and providing evidence as to the absence of Hawthorne and

This article is protected by copyright. All rights reserved.
Page 5



confounding effects, we fitted a general linear mixed-effects model to the data with

appropriate controls. Our results reveal that when a critical-component supplier with either

I

stellar or mi ally-acceptable historical performance errs, its likelihood of being terminated

by the ma t supplies increases. This result, while expected, has not been

previouslymreported in the literature and complements prior findings regarding supplier
opportunisas anhethical violations (Ganesan et al. 2010; Wang, Kayande, and Jap 2010). A
critical-co t supplier must not only avoid opportunistic or unethical actions that

exploit th cturer it supplies but should also minimize unintentional errors that harm

the manufacture

Uu$s

Morg importantly, our results reveal that the relationship between prior supplier
performaﬂkelihood of relationship dissolution is positively moderated by an
unintentinmerious supplier error, in support of a contrast effect. For the same error,

the su tellar historical performance experiences a greater increase in the

likelihood of nation than its counterpart with marginally-acceptable historical
performance. This harsher reaction, which we label the positive supplier performance
penalty e(&t, 1s robust across conditions of prior supplier involvement in joint product
developm: ities and the availability of attractive substitutes in the supply market. For
suppliers w cllar historical performance, prior supplier performance is a necessary but
insufficietdcondition for relationship continuity. In this respect, the robust positive supplier
perforWlty effect qualifies conventional wisdom to explain when, how, and why the
deterrence to rels onship dissolution typically engendered by stellar historical supplier
performance not hold.

ically, manufacturers should be aware of falling into a trap wherein their

expectations of supplier performance are subconsciously elevated over time; this escalation

can eventually bias them to prematurely terminate critical-component suppliers, regardless of
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prior performance. Suppliers, in general, should pay attention to escalating manufacturer
expectations. Those with a history of stellar performance should be especially vigilant and
proactive 1 aging escalating performance expectations. Equally important, when
unintentiomus errors do occur, critical-component suppliers, regardless of prior
performarg, should marshal mitigation resources quickly and visibly to minimize harm and

demonstratga mitment to return to normal operating conditions.

Thglder of our paper is structured as follows. We begin by reviewing relevant
literature Werse disciplines on factors that influence relationship continuity. Next, we
develop OLEheses, before describing the design and validation of our scenario-based
role-playin iment. We then present our hypothesis testing results, as well as post-hoc
analyses t ish robustness and to rule out alternative explanations. The theoretical

contributim-nanagerial implications of these results, as well as future research

opportumiti hen discussed.

BUYER- ER RELATIONSHIP DISSOLUTION
In the mid- to late-1980s, manufacturers began pruning their supply base in order to benefit

from builcwegic relationships with a smaller set of critical-component suppliers.

These effg cted how manufacturers managed and related to these suppliers. Instead of
arms-lengt ctional relationships with critical-component suppliers, manufacturers
sought , mutually-beneficial partnerships developed through conscious planning,

investmenl, ana commitment (Sriram and Mummalaneni 1990). Bolstering these efforts were

research findi e.g., Carr and Pearson 1999) associating improvements in operational and
business ance to strategic buyer-supplier relationships.
As ac lated evidence removed doubts as to the value of strategic buyer-supplier

relationships, research attention then expanded to focus on identifying factors that influence

This article is protected by copyright. All rights reserved.
Page 7



continuity of such relationship arrangements (Sriram and Mummaleneni 1990; Abdul-

Muhmin 2005; Wang et al. 2010). Notably, interest on this topic extended beyond the supply

substantiv,

chain mana nt discipline (e.g., Chen, Dooley, and Rungtusanatham 2016), with
dlso generated by research from management (e.g., Broschak 2004;
N . .
Broschak sd Block 2014) and marketing (e.g., Ganesan et al. 2010; Hollman, Jarvis, and
Bitner 20 laell as such sub-disciplines as marketing channels (e.g., Ping and Dwyer
1992; Paya . 2010), relationship marketing (e.g., Giller and Matear 2001; Rogan 2014),
and servi arketing (Beverland et al. 2004). Moreover, while some research focused on
factors contributmg to relationship continuity (e.g., Anderson and Weitz 1989), others delved

into facto&g to relationship dissolution (e.g., Baker et al. 1998; Yang et al. 2012),

despite th ition that one relationship state is de facto the converse of the other.

Sy@g across the diverse knowledge bases and across scientific inquiries into

continuity or relationship dissolution, we discern three groupings of factors

investigated ecedents of relationship continuity/dissolution or moderators of the
association between antecedents and relationship continuity/dissolution): entity-centric
factors, re!tionship-centric factors, and environment-centric factors. Table A2 in the
Appendix s the groupings and highlights exemplary research for each grouping.
Entify*CCntric factors signal ability and willingness of one entity to engage in
develogingsd sustaining a strategic relationship with the other entity in the buyer-supplier
dyad. We, how satisfied or dissatisfied the buyer is with supplier performance is
associated with rSationship dissolution (Ping and Dwyer 1992). Moreover, when one entity
is not satisfi the net benefits it derives compared to the other entity, the likelihood of
relationﬁation increases (Helm, Rolfes, and Gunter 2006; Ritter and Geersbro
2011). Conversely, calculative commitment, which reflects a positive cost-benefit economic

justification, encourages the buyer to continue its strategic relationship with the supplier
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under normal supply performance and, equally important, may buffer the strategic
relationship against ethical or opportunistic lapses by the supplier (Ganesan et al. 2010).
Similarly, a ive commitment, which reflects a positive emotional justification,
significan the likelihood of relationship dissolution but may unduly amplify the
negative 1spact of supplier opportunism on relationship dissolution (Abdul-Muhmin 2005;
Ganesan eQO). Not surprisingly, other unethical behaviors, besides opportunism,
influence r ship dissolution (Ganesan et al. 2010; Wang et al. 2010).

pr-centric factors characterize the nature of the relationship between buyer

and supplier. example, the amount of time the buyer and supplier have been in a
relationship (i.e . relationship duration) exerts different influences on relationship dissolution
across sta lationship development and evolution (Fichman and Levinthal 1991). As

relationship d 'on correlates positively with trust (Morgan and Hunt 1994), the risk of
relationshipdissolution decreases as a consequence of increased trust (Anderson and Weitz
1989). The t of asset-specific investments in the relationship strengthens bilateral
bonds, which reduces relationship dissolution by discouraging opportunism directly and
moderateihe negative effects of opportunism on relationship continuity (Ganesan et al.
2010; Wa 2010).

Last,"®ftvironment-centric factors pertain to dynamics outside of a buyer-supplier
relationsh® and are beyond the control of the dyadic entities. Chen et al. (2016), for
examplw events tied to the Firestone tire design and manufacturing flaws and
documented the 1fifluences of media attention and the U.S. government on the Ford-Firestone
relationship di tion. The availability of supply alternatives (Sriram and Mummalaneni
1990) memmd characteristics (Gadde and Mattsson 1987) are other

environmental dynamics shown to be associated with relationship continuity/dissolution.
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Our research evaluates supplier behavior with no a priori intent to inflict harm on the
exchange partner. By doing so, we add an unintentional but serious supplier error to the
grouping o ity-centric factors and seek to determine whether or not this factor exhibits
similar ef tionship dissolution as deliberate supplier actions to exploit the buyer.

H . . . .

Our methgglological approach aligns with Ganesan et al. (2010), analyzing experimental data

to better qu how and why this factor not only affects relationship dissolution but also

alters the a ion between stellar historical supplier performance and relationship

dissolutiow

HYPOTHESES;

Figure 1 dg: research model underlying our inquiry. Below, we first articulate the
e

baseline een historical supplier performance and the likelihood of strategic
relationsh@:tion. This baseline association, while intuitive and with theoretical and
empiri ¥ deserves discussion since it is the foundation of our inquiry. We then
hypothesj fect of an unintentional but serious supplier error on relationship

dissolution before engaging a strong inference approach (Platt 1964) to offer competing

argumentsw potential moderating effects (negative versus positive) on the baseline

relationshO
INSERT Figure 1 Here
Historﬂr Performance and Strategic Relationship Dissolution

How we”! critical-component supplier performs is routinely analyzed as an ongoing part of

the post-s@election evaluation process (Narasimhan, Talluri, and Mendez 2001). This

evaluatio S 1nsights into the pattern of operational capabilities the incumbent supplier
possesses Wi ards to unit cost, product quality, delivery reliability and punctuality, and

responsiveness to customer-initiated changes (Prahinski and Benton 2004). Pre-supplier
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selection, if a manufacturer knows that a critical-component supplier is only able to perform

in a marginally-acceptable manner relative to expectations, then the supplier under

consideht likely to be selected at the onset (lest it is the only available option).
Poﬁselection and once a strategic relationship has been established, two
H — .. . .

scenarios se possible. When the selected critical-component supplier habitually exceeds

performangg expgctations, the manufacturer continually experiences a cognitive state of

conﬁrmatmer 1977) that develops into a high level of competence-based trust in the

supplier (Weng 2001; Liu and Ngo 2004). The manufacturer, as such, has no reason

to change this sOWrcing relationship, ceteris paribus (Shin et al. 2000). Alternatively, when

the incumﬁﬂplier meets performance expectations but in only a marginally-acceptable

manner, t acturer develops only a modest level of competence-based trust in the
supplier (@Teng 2001; Liu and Ngo 2004). Over time, the manufacturer is likely to

tisfied and to consider exiting the relationship (Abdul-Muhmin 2005).

Hence, post- er selection, when a manufacturer is in a strategic (i.e., long-term,

1p-like) relationship with its critical-component supplier, the ceteris paribus baseline

effect is aiollows:
HQ)rical supplier performance and the likelihood of strategic
tionship dissolution are negatively associated (i.e., inversely related).

Uninte@t Serious Supplier Error and Strategic Relationship Dissolution

L

A critic ent supplier, in the course of supplying the manufacturer, cannot guarantee

complete avoidarige of unintentional but serious errors (Hibbard et al. 2001; Craighead et al.

Gl

2007). Whe an error occurs, the strategic relationship becomes tense (Holmlun-

Rytkonen andvik 2005). The manufacturer experiences stress because the supply

A

uncertainty affects its ability to meet its performance obligations. To reduce this uncertainty,

the manufacturer has to find near-term solutions to proactively buffer the supplier error from
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impacting downstream customers, or provide remunerations reactively to appease customers

affected by the supplier error (Primo et al. 2007). These added expenses alter the cost-benefit

{

P

equation ju ing the initial establishment of the strategic relationship. Moreover, in
mitigatin tional but serious supplier error, the manufacturer also begins to

[ : .
evaluate itg trust in the supplier, whether deliberately or subconsciously. Integrity-based trust

[1

in the suppdger should remain unchanged since the error is unintentional, but competence-

C

based trust decline (Das and Teng 2001; Liu and Ngo 2004). The elevated stress,

increased

S

n expenses, and lowered competence-based trust lead the manufacturer to

question whethefjfo stay in the strategic relationship. Hence, post-supplier selection, for a

U

manufacturer in a strategic relationship with its critical-component supplier, we hypothesize

4

ceteris pay

H nintentional but serious supplier error increases the likelihood of

a

gic relationship dissolution.

Unintention Serious Supplier Error as a Moderator

\

Besides a main effect, we posit that an unintentional but serious supplier error also moderates

the baselig effect of historical supplier performance on relationship dissolution.

g

Assimilat rast Theory (Sherif and Hovland 1961) suggests this moderation effect is

O

either positi negative, depending on which effect — assimilation effect or contrast effect

h

— domipat8 when a new stimulus (i.e., an unintentional but serious supplier error) is

L

juxtapo an established anchor (i.e., historical supplier performance). An

assimilation effedd is a cognitive bias that deems the new stimulus to be less discrepant from

B

an establish or than it really is; in our context, it manifests as a tempering of the

increase 1 elihood of strategic relationship dissolution when an unintentional but

A

serious supplier error occurs. A contrast effect, on the contrary, is a cognitive bias judging a

new stimulus to be more discrepant from an established anchor than it really is and manifests,
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in our context, in a contrary manner. Which effect dominates, therefore, reflects how
manufacturer expectations about continuing supplier performance are systematically distorted
when an unjatentional but serious supplier error is evaluated against its historical supplier
performa rman, and Fazio 1983; Herr 1986).

W . ..

Thas systematic distortion, however, does not apply when a critical-component

supplier w, inally-acceptable historical supplier performance errs (see Figure 2). For

G

such a supplf€®neither an assimilation nor a contrast effect dominates, with the mistake

S

exerting o in effect on relationship dissolution as hypothesized in H2. The absence of

systematic distorfon is reasonable because a history of marginally-acceptable performance

U

safeguards itical-component supplier from the manufacturer’s escalating performance

N

expectati time. These supplier performance expectations, over time, may even settle

at levels tnducive to the forgiving of unintentional errors. Hence, when a critical-

ier with marginally-acceptable historical supplier performance errs, the

manufacture ady desensitized, deems the mistake to not be inconsistent with historical
performance. The manufacturer, while sufficiently stressed by the supplier error to elevate

consideralSn of relationship termination, therefore makes no additional adjustments to its

reaction. O
INSERT Figure 2 Here

FoRa critical-component supplier with stellar historical performance, two scenarios

h

L

are pos ! ne hand, when an unintentional but serious supplier error occurs, the

manufacturer deefins such a mistake to be an isolated, temporary, and non-recurring anomaly

G

(Ganesan et 10) and effectively discounts its negative impact (Ganesh, Arnold, and

Reynolds By doing so, the manufacturer judges the error to be less discrepant from

A

the anchor of stellar historical performance than it actually is (Sherif and Hovland 1961).

This assimilation of the error reduces its main effect, which manifests as a lesser-than
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expected increase in the likelihood of strategic relationship dissolution (see Figure 2: Panel
A). Because this increase is smaller than the increase experienced by an incumbent supplier
with margi -acceptable historical performance, the slope of the association between
historical formance and likelihood of strategic relationship dissolution becomes
more nega!ve. Hence, when an assimilation effect dominates, we hypothesize ceteris paribus

that: Q
H3a® nintentional but serious supplier error negatively moderates (i.e.,

wtuates) the inverse relationship between historical supplier

pe5rmance and the likelihood of strategic relationship dissolution.

Alterpatively, the manufacturer experiences incoherence because the unintentional but
serious supjhi or contradicts prior positive appraisals of the critical-component supplier
(Wang et m Juxtaposed against escalating performance expectations, the error-

becomes magnified, with such a mistake appearing to deviate in a more

pronounced r from the anchor of stellar historical performance than it actually is
(Sherif and Hovland 1961; Ganesan et al. 2010; Wang et al. 2010). This contrast
consequer!z produces a greater than expected increase in the likelihood of relationship
dissolutio se this increase is greater than that experienced by an incumbent supplier
with marginaff§=acceptable historical performance, the slope of the association between
historical g;her performance and likelihood of strategic relationship dissolution becomes
less negH-ce, when a contrast effect dominates, we hypothesize ceteris paribus that:

H3b: An @nintentional but serious supplier error positively moderates (i.e.,
ates) the inverse relationship between historical supplier
ormance and the likelihood of strategic relationship dissolution.
SCENARIO-BASED ROLE-PLAYING EXPERIMENT
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Data to test the hypotheses were collected using a scenario-based role-playing experiment
with a repeated-measures design. Such an experiment deploys varying versions of a

descriptive ﬁ tte to convey scripted information about manipulated levels of one or more

factors of about factors to be controlled for (Alexander and Becker 1978). The
method is geally suited for studying human judgments, preferences, and decisions within
complex p@na (e.g., relationship dissolution) that are difficult to observe in real time
(Rungtusan , Wallin, and Eckerd 2011).

A rig-based role-playing experiment offers two specific methodological

strengths over stwey and case-based research designs. First, it circumvents having to obtain

confidentia -level information, making it easier to collect a sufficiently larger sample of
cases for

d research or larger number of survey responses for statistical inferences.

Second, r other research designs, experiments enable more precise isolation and

assess al effects attributed to factors of interest (Campbell and Stanley 1963),
while controlliag®or other potential explanations.
Design Matrix

Table 1 df!icts the design matrix for our “four-factors, repeated-on-two-factors” experiment
in which s@sponses are recorded thrice (hence, Response 1, Response 2, and Response
3). This mi1 esign combines two between-subject factors (i.e., Historical Supplier
Performa HSP) and Prior Supplier Involvement in Joint Product Development (PSI)) and
two witw factors (Unintentional but Serious Supplier Error (USE) and Supplier
Substituti@bility (SSA)) into a single experiment. With each factor manipulated at
two levels, eriment, therefore, involves only eight versions of a descriptive vignette
(i.e., Igs, [scy , Kgs, Ksa, Las, and Lsg) and, yet, allows for statistical modelling of all

possible main and interaction effects of the four factors.

INSERT Table 1 Here
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We label the eight versions as Igs through Lgg to avoid signaling a socially-preferred
or ordeWetween USE and SSA. The subscripts, S and G, denote the sequence in
which thed factors of USE and SSA are presented. For SG-subscripted versions,
USE 1s intgaduced first followed by SSA. Conversely, for GS-subscripted versions, the
sequence hUSE and SSA is reversed. Comparing the means of the response variable,
Likelihoo‘of Str’tegic Relationship Dissolution, from the SG-subscripted versions (Isg, Jsg,
Ksg, and ose from the GS-subscripted versions (Igs, Jgs, Kags, and Lgs) for

Treatments |, 2. and 3, we find no significant differences (p = .62, p =.16, p = .69,

respectivemicate a sequencing effect with respect to USE and SSA.

Nate that we did not implement a 2! full-factorial, complete between-subjects design

nor a com eated measures, within-subjects design for legitimate reasons. First, with
four factom\plete between-subjects design requires the creation of 2x2x2x2 =16

VGI‘SiOIECI‘ipﬁVG vignette. A complete within-subjects design that counterbalances
agains ts (i.e., guards against the order in which subjects are exposed to the levels
of the fougfactors) requires creating 40,320 (i.e., 8! permutations) versions of the descriptive

vignette. bed design we implemented, by comparison, requires only eight versions,

each repre a different sequence of the four factors. Second, a within-subjects design
has a sam!e size advantage over a between-subjects design and is better able to control for
individchs in isolating the effects of experimental factors on the response variable

(Greenwa . In terms of sample size, our “four-factors, repeated-on-two-factors”

mixed design, therefore, requires more subjects than a complete within-subjects design but

fewer than a complete between-subjects design. Third, for a given number of

experimental factors, a within-subjects design requires greater time commitment than a

between-subjects design. In the case of the latter, subjects receive one treatment, regardless
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of the number of experimental factors. In the former, subjects receive as many treatments as

the number of factors multiplied by the number of levels of each factor, which lengthens the

time to co the experiment. Moreover, as the duration of the experiment increases,

subject at fatigue and potential threats to internal validity due to, for example,
_.m . .

sens1t1zatls and learning also increase (Greenwald 1976). Hence, with four factors, each at

two levelsws would receive 4x2 = 8 treatments. Comparatively, for the mixed design

we implemettted, subjects received only three treatments to provide adequate data for

hypothesi ing!
Between-Sudbij versus Within-Subjects Experimental Factors
For our e mment, only HSP and USE are relevant for hypothesis testing. We designate

HSP to bemen—subj ect factor to anchor buyer expectations regarding future supplier

perfo ior supplier performance in Treatment 1. As the buyer (i.e., subject in the
role of the b eceives new information about a supplier error (i.e., USE), buyer
expectations about supplier performance are consequently adjusted. This adjustment is
determinewmining how the negative slope corresponding to the effect of HSP on

within-subject Tactor because the random assignment of subjects to versions isolates the main

strategic rg hip dissolution changes with the new information. We treat USE as a

and m 1 ects of USE without these effects being confounded with varying subject
attributwald 1976; Howitt and Cramer 2011). Moreover, since the manipulated
level of USE alwiys progresses from “absent” to “present,” detectable effects of USE satisfy
the tempor dence and covariation conditions of causality and, hence, allow for
stronger ¢ ions to be drawn as to its causal nature.

Though not hypothesized, we also manipulate PSI and SSA because both are known

to affect relationship dissolution (e.g., Sriram and Mummalaneni 1990; Abdul-Muhmin 2005;
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Chen et al. 2013). Doing so allows their effects to be partialled out when statistically

isolating the effects of HSP, USE, and the HSPxUSE interaction on relationship dissolution

and permit -hoc analyses to assess the robustness of our results. Note that we treat PSI
as a betw actor and SSA as a within-subject factor to maximize the benefits of a
H

mixed desg' .

Experim emtor Levels across Treatments
The level o is manipulated in Treatment 1 to be either “stellar” or “marginally-

acceptablogwithiits level varying across the eight vignette versions (i.e., between subjects)
but fixed beyﬁw first treatment within each version (i.e., within subject). PSIis similarly
manipulate either “high” or “low” between subjects. The effects of HSP and PSI are
determine paring responses across subjects.

USA are manipulated to both cue “absent” in Treatment 1 and “present” in
Treat eatment 2, either USE or SSA is manipulated to denote “present” while
the other rernam®cued as “absent.” The effects of USE and SSA are determined by
comparing responses across treatments by subject.
Descriptis Vignette Design and Version Generation
To avoid non-believable, unrealistic, and inadequately-constructed descriptive

vignette (Wason, Polonsky, and Hyman 2002), we enlisted four sourcing professionals from

1

the int population to help develop the descriptive vignette. These sourcing

{

professi ¢ employed, respectively, in food manufacturing, information technology

hardware, logistigs services, and consulting. They worked iteratively with the research team

d

over a peri ree months to review and critique the descriptive vignette to ensure it

A

reflected € reality.
We pre-tested the eight versions of the descriptive vignette for clarity of instructions

and wording with five university professors from a private Midwest university, a public
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university in the Midwest, and a public university in the Southeast and with 12 advanced
doctoral students from a public Midwest university. The five professors and 12 doctoral
students ha arch and/or practical expertise pertaining to strategic buyer-supplier
relationshﬁndomly assigned to one of the eight versions; were asked to complete
their as:igg?ersion; and met with the research team to verify their understanding of
instructionggandegxperimental cues.

Baseline ‘D;nd Controls

The baselWxt of a descriptive vignette provides “. . . contextual information that is
intended t@riant across varying versions of the vignette, as well as . . . information
about contr iables . ...” (Rungtusanatham et al. 2011, p. 12). Our scenario-based role-
playing eﬁt references a hypothetical Fortune 500 technology firm with global
presence mONICS Inc.), whose Image Output Division designs, manufactures, and
sells la i The Image Output Division sole-sources the Engine Control Module, a
criticalE, from ZENGINE. We model ELECTRONICS Inc. and the sole-sourcing
policy after a real global manufacturer of laser printers that formerly employed one of the
authors. ib}'ects, when asked about the relationship in the descriptive vignette, affirm that
they unde@ENGINE to be a sole supplier of a critical component to ELECTRONICS
Inc.

Thgaseline context also includes statements to control for three salient issues
(relatiowion, bargaining power, and supply market size) that affect how strategic
buyer-sup@tionships evolve. Relationship duration affects relationship continuity in a
non-linear , with the likelihood of relationship termination decreasing in the early
stages (ﬂqship due to a “honeymoon effect,” increasing beyond this honeymoon
period before leveling off, and decreasing afterwards (Fichman and Levinthal 1991).

Relationship duration also impacts the degree of trust and commitment in relationships
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(Morgan and Hunt 1994), which in turn affects relationship continuity. To make relationship
duration (and, indirectly, the degree of trust) invariant across experimental versions and
treatments move its effects on the response variable, the baseline context fixes the
length of ahip between ZENGINE and ELECTRONICS Inc. to be 12 years, which
is longe-r tThe%year industry median. This information reinforces the long-term nature
of the stratggic mglationship between ELECTRONICS Inc. and ZENGINE.

Thue bargaining power between two parties relates to the level of relative
dependenw dyad; the entity with more bargaining power is less dependent on a given
relationsh@erefore, more likely to exit (Gulati and Sytch 2007). To remove this
potential ef] e baseline context states that ELECTRONICS Inc. and ZENGINE have
equal barﬁower in the marketplace and, in this regard, are equally dependent on one
another (GFod ‘ﬁ d Combs 2007).

i size of the supply market affects relationship continuity (Sriram, Krapfel,
and Spekma ). In a monopolistic situation, the buyer is unable to switch its supply
source, becomes completely dependent on the incumbent supplier, and is more willing to
continue iWnship with the incumbent supplier (Sriram et al. 1992). To avoid this

potential e@e baseline context specifies that there is more than one possible supplier for

the Engine ol Module and compares the performance of ZENGINE to the industry.

ZENGIN&S such, is not a monopoly in supplying the Engine Control Module.

Wwbjects several questions to affirm their understanding of the strategic
relationshipdEed in the descriptive vignette. Subject responses reveal that they
understand t NGINE and ELECTRONICS Inc. have equal bargaining power and how
well Zl@rfoms relative to other potential suppliers in the industry.

Experimental Cues
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Table A3 in the Appendix summarizes the experimental cues used to manipulate the factor
levels in the experiment. HSP is cued as either “marginally-acceptable” or “stellar,” using
statements ing the operational performance of ZENGINE (i.e., unit cost, product quality,
delivery p nd flexibility) to that of the industry. USE is cued as either “absent” or
N : . : .
“present,”ssmg statements about a recent and major laser printer failure attributed to
defective i ontrol modules that had been inadvertently supplied by ZENGINE. PSIis
e

cuedtob with statements indicating previous and recent efforts, as well as financial

and engin vestments, by ZENGINE to jointly design laser printers with

S

ELECTR nc.; PSI is cued to be “low” with one statement indicating that ZENGINE

U

had never with ELECTRONICS Inc. on joint product development activities. Lastly,

1

SSA is cugthei as “present” or “absent,” with statements regarding the market entry of an
attractive me supplier (GAMMA) offering better operational performance than

ressing interest in supplying ELECTRONICS Inc.

esearch question centers on the unintentionality of a serious supplier error,
we conducted an 1n-class exercise with five male and four female graduate students pursuing
a degree isﬁupply chain management at a public university in the Midwest. The nine
graduate s@at least 24 years of age with prior work experience, were provided with the
same textua rmation about ZENGINE and asked whether or not the shipment of

defective ine Control modules was intentional. Eight answered “No” that the shipment

h

{

was uni , one answered “Yes” erroneously because the individual had misread the

question. The uniintentionality of USE as manipulated, as such, is not ambiguous.

U

Response Ve

The respo iable in our experiment, Likelihood of Strategic Relationship Dissolution, is

A

operationalized with a three-question measurement scale. The questions ask how likely (1 =

Very Unlikely, 5 = Very Likely) subjects are to recommend that ELECTRONICS Inc.: (i)
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replace ZENGINE with another sole supplier for the Engine Control module, (ii) continue

with ZENGINE as the sole supply source for the Engine Control module (reverse coded), and

ommendation rather than make a decision because the decision to

(ii1) source fﬂgine Control module from another vendor, besides ZENGINE. Subjects are

asked to p
dissolvga@c relationship often involves personnel across various functions within a
firm. The gacasmgement scale is reliable, with Cronbach’s a (Cronbach 1951) of .80
(TreatmenQ (Treatment 2), and .79 (Treatment 3). Factor analysis via the principal
compone ethibd also reveal the measurement scale to be unidimensional across
treatments, w1 ctor loadings exceeding the .30 threshold suggested by Hair et al. (1979, p.
236).

ProcedurC

We contam-based affiliates of the Institute for Supply Management for permission to

collect ttendees at regularly-scheduled, monthly dinner meetings. The following

nine affiliate ber of attendees) agreed: Boston, MA (78); Cincinnati, OH (25);
Cleveland, ); Des Moines, 1A (19); Indianapolis, IN (31); Louisville, KY (11);
Milwaukes WI (11); San Diego, CA (26); and the Twin Cities, MN (33). Because of
sociopolitheconomic, and legal system differences across countries, we confined

data collect U.S. sites.

h

At®ach location, the meeting began with a factual recounting of the strategic

L

relation ation between Ford Motor Company and Bridgestone/Firestone Inc. This

recounting ensurdkl understanding as to what a strategic relationship is and what strategic

U

buyer-suppli tionship dissolution means. To assess whether the recounting influenced

A

subject re an additional experiment using only the SG-subscripted versions was
conducted at a tenth location (i.e., Detroit, MI). The Detroit meeting involved 17 attendees

and began without mentioning the Ford-Firestone breakup. Comparing responses from the
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Detroit attendees to those from the original nine locations finds no differences in mean scores

of the response variable for Treatment 1 (p = .14), Treatment 2 (p = .32), or Treatment 3 (p =

42); recounting the Ford-Firestone breakup at the start of the meetings, as such, does not

appear to bject responses in our experiment. Note that subsequent analyses do
.o . . .

not 1ncludsthe experimental data from Detroit because of a one-year time lapse in data

collection

Eagct is randomly assigned to one version as follows: Igs =33, Isg = 36, Jgs =

27, Jsg = 29, Ksg =31, Lgs =32, and Lsg = 32. Subjects are instructed to: (i)

S

assume the role &f an experienced purchasing manager tasked with responsibility for, and

u

formal as?&of, sourcing the Engine Control module, (ii) review the information

provided i eatment, (iii) answer questions regarding experimental checks, (iv)

indicate tmendation for the response variable, and (v) respond to demographic

questi

Subjects
Sourcing professionals are ideal subjects for our scenario-based role-playing experiment
because osheir expertise and familiarity regarding strategic relationships between

manufact@ critical-component suppliers. 256 subjects completed Treatment 1; 237

completed ments 1 and 2; 202 competed Treatments 1, 2, and 3; and 146 completed all

three treatfaents and answered all demographic questions. The 146 subjects who provided

th

demogr: have an average of 14.7 years of sourcing experience (c = 9.6) and control

an annual averag@spend of $13.3 million (¢ = $.16 million). Most (81%) have prior

U

experienc cision to dissolve a strategic supplier relationship, 66% work for

A

manufactur s, and 31% are female.

Experimental Checks
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Checks for realism, manipulation, confounding effects, and Hawthorne effects were
conducted to evaluate the integrity of the experimental design and data (Bachrach and
Bendoly ZIt ﬁ ungtusanatham et al. 2011).

Realism

A realism gheck assesses the extent to which the descriptive vignette reflects a realistic
situation togwhigh subjects can relate (Louviere et al. 2000). Responding to four questions
from Pilling¥@¥0sby, and Jackson (1994) using a 5-point Likert response scale (1 = Strongly

Disagree, gly Agree), subjects report that they find the scenarios to be realistic (1 =

4.06, c = .82), take their roles in the experiment seriously (n =4.51, 6 = .61), have

US

previouslyg:ered issues underlying this research (n = 3.35, 6 = 1.40), and are highly
aware of t being investigated in this research (n = 3.95, ¢ = 1.03).

Manipulatio cks for HSP, PSI, USE, and SSA

&

Manip ks determine whether subjects accurately perceive the cued levels of the
experim ctors (Wetzel 1977). The detailed statistical results and their interpretations
are documented in Tables A4 and AS in the Appendix.

Fohd PSI, one-way ANOVA test results in the shaded cells of Table A4 reveal

that subjeed to versions in which HSP is cued to be “stellar” report statistically

higher rres for the manipulation questions than those assigned to versions in which

13

HSP is marginally-acceptable” (p <.001). Likewise, subjects assigned to

versions i’ which PSI is cued to be “high” report higher average scores for the manipulation

questions e assigned to versions in which PSI is cued to be “low” (p <.001).
Subjects ore, perceive the levels of these two between-subject factors as cued.
For d SSA, “true”/“false” questions were asked and assessments were

conducted using two separate Fisher’s exact tests. When USE is cued to be “absent,” the
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shaded cells in Table A5 reveal that 229 of 256 subjects or 89% indicate as “true” that the
relationship between ELECTRONICS Inc. and ZENGINE has been free of critical incidents

of a negativ ure, but when USE is cued to be “present,” this percentage decreases to 39%
(54 of 137&

The distribution of “true” and “false” responses is statistically different
. N : .

(Fisher’s gact test: p <.001). Subjects, therefore, perceive the presence (absence) of USE as

cued. Whem SSH is manipulated from “absent” to “present”, the distribution of “true” and

“false” res changes from 0% “true” (0 of 256 subjects) to 93% “true” (112 of 121

subjects) W/IMA outperforms ZENGINE, with this distribution being statistically

different (Fisher'g exact test: p <.001). Examining the distribution of “true”-“false”

responses fi = “present” only, we also find that more subjects indicate as “true” that
GAMMA rms ZENGINE (Fisher’s exact test: p <.001). Subjects, therefore,
perceive tce (absence) of SSA as cued.

Check nding Effects

Checks for ¢ nding effects determine whether or not subject perceptions about non-
manipulated factors are affected by experimentally-manipulated factors (Wetzel 1977). The
detailed sgistical results in the non-shaded cells of Table A4 reveal that the “marginally-
acceptabk@tellar” cued-levels of HSP do not produce significantly different (i) subject
responses to SI manipulation check questions (one-way ANOVA test: p = .64, p = .34),
(11) subi'ecgswers of “true” or “false” to the manipulation check question for USE (Fisher’s
exact teH, or (ii1) subject answers of “true” or “false” to the manipulation check
question f@Fisher’s exact test: p =.24). Similarly, the “low” and “high” cued-levels
of PSI do no uce significantly different (i) subject responses to the manipulation check
questions P (one-way ANOVA test: p =.14, p = .55, p =.74), (ii) subject answers of
“true” or “false” to the manipulation check question for USE (Fisher’s exact test: p = .65), or

(ii1) subject answers of “true” or “false” to the manipulation check question for SSA (Fisher’s

This article is protected by copyright. All rights reserved.
Page 25



exact test: p =.73). These results, therefore, affirm the absence of confounding effects
between HSP (or PSI) and the remaining three experimental factors.
The ngn-shaded cells in Table A5 show that subject responses of “true” or “false” to
the manipmk question for SSA are not distributed differently between the “present"
N . - .
and “abse!” cued-levels of USE (Fisher’s exact test: p = .46). Similarly, subject responses
of “true” (w’ to the manipulation check question for USE are not distributed differently

between th sent” and the “absent” cued-levels for SSA (Fisher’s exact test: p = .05, not

signiﬁcanw Bonferroni correction). These results, therefore, affirm an absence of

confounding ettdgts between USE and SSA.

Checks for orne Effects
Checks fo rne effects assess whether extraneous factors related to the baseline

context a subjects perceive and react to the experiment (Adair 1984). Table A6 in

the Ap ments the statistical results for the two extraneous factors of (1) prior

experience t jects have with situations involving the termination of strategic suppliers
and (i1) location where the experiment was conducted.

Fo&rior subject experience, one-way ANOVA test results are non-significant at o =
.05 for th d PSI between-subject factors; Fisher’s exact test results are non-
significant at & = .05 for the USE and SSA within-subject factors. One-way ANOVA test
results L-signiﬁcant at a= .05 with respect to the response variable. Prior subject
experiencé; therefore, does not appear to have Hawthorne effects on the experimental factors
or on the r@ variable. For the location where the experiment was conducted, one-way
ANOV ults reveal no differences at & = .05 with regards to the mean scores for

Likelihood o tegic Relationship Dissolution across locations. Location, therefore, does

not appear to have Hawthorne effects on the response variable.
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HYPOTHESIS TESTING
Model Estimation

Model [1] tz specifies the general linear mixed-effects model for the response variable,

Likelihoo ic Relationship Dissolution (Y;, jkim):
_—
ikdm Intercept [1]
+B,.( : , (PSI), Between-subject factors: Historical Supplier
' 1 Performance (HSP) and Prior Supplier Involvement in
Joint Product Development (PSI)
+ B3_(U B L (SSA) Within-subject factors: Unintentional but Serious
1 ' Supplier Error (USE) and Supplier Substitution
Availability (SSA)
+ Bsi( I)ﬂ+ B Gi(HSPxUSE)jk +B7i(HSP><SSA)jm +B81(PSI><USE)M+ B9i (USExSSA),
+ Bloi E><PSI)jkl +pB 11i(HSP><USE><SSA)jlm
" ESE)I 0250550 T € jum
where

Average score of the responses to the three-item measurement scale for
Likelihood of Strategic Relationship Dissolution by the i subject for the j"
k™, 1" and m™ levels of the HSP, PSI, USE, and SSA factors, respectively

™ level (“marginally-acceptable” or “stellar) of the HSP factor
k™ level (“low” or “high”) of the PSI factor

(USE), 1™ level (“absent” or “present”) of the USE factor

(M m"™ level (“absent” or “present”) of the SSA factor

b.,b Random effects
Random error

Note that godel [1] treats the four experimental factors as fixed effects; differences between

(HSke

subJectheans of SG-versions and GS-versions as the random effects, b, o and

2i _ respectlveli and the remaining differences across subjects as the random effect, b
Model des two three-way interaction terms (HSPxUSExPSI and HSPxUSExSSA) to

allow for post-IT8&@ robustness tests of the invariance of the USE moderating effect as PSI and

SSA vary. To comply with the hierarchy principle (Peixoto 1987), Model [1] also includes
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the four corresponding two-way interaction terms (HSPxPSI, USExPSI, HSPxSSA, and

USExSSA;, in adiiition to the hypothesized HSPxUSE interaction term (i.e., H3). Also, a

one-way test, prior to estimating Model [1], find no significant effects for years of

subject so rience, subject control of spend, employment segment, and gender on
 EE—

the resporie variable across Treatments 1, 2, and 3 (at = .05). Table A7 in the Appendix

summariz@esults. Model [1] is, therefore, estimated without these demographic

variables.

Results w

Table 2 summari;:s the estimation results for Model [1], as well as those for a full model that
includes fi hypothesized interaction terms: PSIXSSA, HSPxPSIxSSA,

PSIXUSEX , and HSPxPSIXUSExSSA. The estimation results are obtained using the

“Ime4” (limed—effects models) package in R (Bates and Sarkar 2007).

INSERT Table 2 Here
¢ the four non-hypothesized interactions in the full model are not significant,

we interpreted the Model [1] estimation results to draw conclusions regarding our

hypothesehll, B, = 1.42 (p <.001) indicates that when the cued level of HSP is

“marginalable,” the predicted value of the Likelihood of Strategic Relationship

Dissolutio, 2 higher than when the cued level of HSP is “stellar.” A critical-component
supplieﬁtorical performance is “marginally-acceptable” is, therefore, more likely to
be terminﬁ one whose historical performance is “stellar." This result suggests that

historical performance and the dissolution likelihood of the strategic relationship is

invers d and supports H1. For H2, B, =—.83 (p <.001) indicates that when the cued

level of USE is “absent,” the predicted value of the Likelihood of Strategic Relationship

Dissolution is .83 lower than when the cued level of USE is “present.” A strategic
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relationship with a critical-component supplier who does not commit an unintentional but
serious error is, therefore, less likely to be terminated than a strategic relationship in which a
supplier comuits such an error. This result suggests that the occurrence of an unintentional
but seriou ases the dissolution likelihood of a strategic relationship and supports
I

-

[
H2.
Fi\@len statistical results for H1, the HSPxUSE interaction term (B, = .49, p <

.001) indicates @ positive USE moderation effect. H3Db is therefore supported over H3a. The
conditionm

plot in Figure 3 corroborates this conclusion. The non-parallel lines

suggest an interaiion effect, with the slope of the line corresponding to USE = “present”

being less me than the slope of the line corresponding to USE = “absent.” In other
words, w gic critical-component suppliers with either stellar or marginally-
acceptablal performance commits an unintentional but serious error, their likelihood
of bein| imated increases. However, the penalty (i.e., increased termination likelihood)
for suppli stellar historical performance is significantly greater than for suppliers with

marginally-acceptable historical performance. We label this result the positive supplier

performaMly effect. Indeed, as one subject noted, post-experimentation,

“Disappoi @ s a relative term. If performance had been good and suddenly turns poor,

the confe disappointing than if a poor supplier commits ‘another’ error.”
INSERT Figure 3 Here

Post-Hocﬁayses: Robustness Check and Alternative Explanations

Joint product de;lopment efforts (Peterson et al. 2005) and lack of attractive alternative
suppliers (Bi 94) are known to strengthen the dependence of a manufacturer on its
critical-com t supplier and, therefore, guards against a positive USE moderation effect.

As a robustness check, Model [1] estimation results for HSPxPSIxUSE and HSPxUSExSSA
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are examined to determine the extent to which the positive USE moderation effect changes as

PSI or SSA varies. Both HSPxPSIXUSE (B, = .15, p = .22) and HSPXUSExSSA (B, = .31

p=.23) amﬁcant; these statistical results suggest that the observed positive USE

moderatio
I
supplier il! oint product development efforts with the manufacturer or the entry into the

ot affected by either prior involvement of the critical-component

supply magKet replacement for the incumbent critical-component supplier.
A recengy effect (Deese and Kaufman 1957) is present when the most recent event
(i.e., unimﬁ but serious supplier error) is recalled more readily than less recent events
(i.e., historicaEplier performance) and, hence, more salient in influencing subject
responsesgstigate this possibility, we asked the 17 subjects participating in the

experime etroit location to reveal how much weight they gave to recent versus

historical performance information. Eight placed a greater weight on recent

perfo gave equal weights to historical and recent performance, and four placed a
greater wel istorical performance. A one-way ANOVA test detects no differences in
the mean scores for Likelihood of Strategic Relationship Dissolution across these three
groupingsmtment 1 (p =.65), Treatment 2 (p = .10), or Treatment 3 (p = .31). These
results sug @ absence of the recency effect, with this absence likely to also hold beyond
the Detroit ion, given the statistical similarity in subject responses between Detroit and
the orlﬁcatlons Hence, our hypothesis testing results do not appear to be
explalnm/mecency effect.

FinaII;: §3ject risk aversion is unlikely to bias our hypothesis testing results for two
reasons. ¢ random assignment of subjects to different versions in our experiment
guards agai -averse subjects being systematically exposed to only certain
manipulations while risk-taking subjects being exposed to others. Second, prior research
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shows that gender, age, and industry sector relate to risk aversion propensity (Weber, Blais,

and Betz 2002; Nicholson et al. 2005). Given the non-significant ANOVA results regarding

gender,h)urcing experience (which correlates to subject age), and industry sector,
our resulta do not appear to be explained by risk aversion propensity.

N

DISCUSSION

Table 3 a@ 4 summarize our findings relative to existing literature and explain why
these findings gcanstitute theoretical contributions based on arguments from the philosophy of
science anmement as articulated by Davis (1971), Whetten (1989), Corley and Gioia
(2011), Kc@ 1), and Busse, Kach, and Wagner (2017). We discuss in greater detail
below the ical contributions in regards to the direct and moderating effects of an
unintentio;

erious supplier error on relationship continuity, as well as the two

associatedimahaggrial implications.

a

INSERT Table 3 and Figure 4 Here
Theoreti ributions
Why Minimize Unintentional but Serious Supplier Errors
Prior resem focused on intentional supplier misbehaviors benefitting the supplier at the
expense o @ er (Abdul-Muhmin 2005; Ganesan et al. 2010; Wang et al. 2010). Our
inquiry co ts these efforts by focusing on unintentional but serious supplier errors
that arﬁld to harm either the manufacturer or the supplier; their occurrence,

however, tsults n operational and financial harm to both parties. These errors constitute a

previously-uni tigated type of supplier misbehavior that has been neglected in the
literature; iffer from supplier opportunism and ethical violations with respect to the
intentionalit use harm. In this regard, our finding that an unintentional but serious

This article is protected by copyright. All rights reserved.
Page 31



supplier error increases the likelihood of strategic relationship dissolution, regardless of

historical supplier performance levels, adds a novel, albeit relatively intuitive, insight.

Why Stell&l Supplier Performance Is Necessary but Not Sufficient

Critical!cgmlt suppliers are expected to perform well, with positive assessments of
performangg d ing dismissal by the manufacturer (e.g., Shin et al. 2000; Abdul-Muhmin
2005). OIQ; affirms this baseline relationship (i.e., support for H1) and, more
important butes novel and nuanced insights regarding a previously-uninvestigated

and robust posiitge supplier performance penalty effect (i.e., support for H3b). Suppliers,

regardless ﬂrical performance levels, experience a penalty effect from commission of

unintentio erious errors. The penalty effect, however, is harsher for those with a
history of §te erformance than for those with a history of marginally-acceptable

perfo leling the more pronounced negative market reactions to product recalls
faced by aut e firms with good (versus marginal) reputations (Rhee and Haunschild
20006).

Tfs Benalty 1s, moreover, not tempered by the extent to which an incumbent supplier
had been 1 in prior joint product development efforts with the manufacturer or by the

unavailabili attractive supplier alternatives in the marketplace. The former increases the

h

level of ¢ itment that the manufacturer has to the critical-component supplier (Petersen et

[

al. 20089 r reduces the incentives for the manufacturer to switch (Dwyer et al. 1987;

Sriram and Mumfhalaneni 1990; Abdul-Muhmin 2005). Theoretically, these two factors

Gl

should buffe cumbent supplier who errs against relationship dissolution. As such,

A

stellar his upplier performance, given the robust positive supplier performance penalty
effect, appears to be a necessary but insufficient condition for sustaining a strategic

relationship.
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Managerial Implications for Buyers and Suppliers
Our findings point to two pieces of practical advice to safeguard against premature
termination itical-components suppliers — one for manufacturers and another for critical-
compone We urge manufacturers to be aware that they may, over time and
subcons-cis_:sly,elevate their expectations of supply performance. This escalation increases a
tendency tggovamgeact to unintentional but serious supplier errors. The overreaction, in turn,
overrates mve supplier options (Ganesh et al. 2000) and biases manufacturers to
prematur ate critical-component suppliers. This is more concerning for critical-
component suppRers who are, otherwise, capable and have historically performed well.
Manufactur uld avoid this trap by enacting response plans to cope with historically-
capable cridi mponent suppliers that explicitly reject the option of immediately
switchingm supply source.

itical-component suppliers, an impeccable performance record is necessary but
not enough t ect against dismissals when they commit unintentional but serious errors.
Because manufacturers expect increasing returns from their critical-component suppliers over
time (Autfg and Golicic 2010), supplier performance complacency can jeopardize
relationshi manufacturers (Beverland et al. 2004). Critical-component suppliers with
a history o ar performance should be especially vigilant and proactive in managing
escalatingperformance expectations that manufacturers develop over time. To this end, they
should lw regular sit-downs with customers to review contractual performance
obligations and siface implicit performance expectations that may expose them to greater
chances of ¢ ting unintentional but serious errors. When unintentional but serious
supplier € cur, they must, moreover, marshal mitigation resources quickly and visibly

to minimize harm and to return to normal operating conditions.
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LIMITATIONS AND FUTURE RESEARCH
Our investigation suggests several research opportunities related to the dissolution of

strategic buﬁupplier relationships. First, our scenario-based role-playing experiment

adopted t gve of the manufacturer as it forms a judgment regarding relationship
continuﬁygTacritical-component supplier based on new information. A complementary
effort to oygrc this limitation may be to consider the “flip side” of the dyad and take the
perspectincritical-component supplier. For example, in the event of an unintentional
but seriochmrer error, does the increase in the dissolution likelihood for the strategic
relationsh@ution those detected in this research? More appropriately, considering both
perspective e bilateral interactions that occur post-discovery of an unintentional but
serious suppii or, how do the manner and timing of actions taken by the critical-

compone@r, whether independent of or jointly with the manufacturer, influence the

facturer forms regarding relationship continuity?

r inquiry assumes that (i) blame for an unintentional but serious error can
be clearly attributed to the critical-component supplier, (ii) the buyer is able to verify that the
supplier e&r 1s indeed unintentional, and (ii1) this verification does not vary due to
personalit tes like locus of control. These assumptions simplified the experimental

task but ma 1t the applicability of the findings to practical situations wherein these

h

assumptiofis hold. To overcome this limitation, we encourage research efforts to examine

[

relation uity while relaxing these assumptions. For example, when the critical-

component suppler is only partially responsible or when the buyer is unable to validate

Ll

absence of us intent, does the positive supplier performance penalty effect hold and, if

so, tow t? Does the extent to which the critical-component supplier is at fault, real

A

or perceived, alter the positive moderation effect observed here and, if so, in what manner?
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Third, in designing our scenario-based role-playing experiment, we had specified the

level of bargaining power to be equal between the manufacturer and critical-component

supplier an supply market size to be four available suppliers. Making these attributes
invariant awing insights as to the potential interactions between these controls
and the degected direct and interaction effects of unintentional but serious supplier errors.

imitation requires replication efforts in which these constraints are designed

. For example, how does differences in power imbalances or supply market
size alter w direct effect of an unintentional but serious supplier error on relationship
dissolutior@udirect effect through trust and commitment? Moreover, does varying
these contr: er the positive moderation effect of such an error (again, either directly or
indirectly trust and commitment)?

Fi post-hoc analysis finds the positive supplier performance penalty effect to

be rob r involvement of the critical-component supplier in joint product

development s with the manufacturer and (i1) to the entry of a capable replacement into
the market place. Intuitively, the penalty effect should have been tempered by joint product
developme@ht efforts and amplified by the availability of attractive substitutes. Why then is
this penal robust to these attributes? Do joint development efforts not automatically

connote joi ponsibility? Does “fear of the unknown” exert a stronger influence than

“fear of thgnown” when considering attractive potential substitutes? These are additional

researcl’w for future pursuits.

concLygig)

The str{e‘iionship between a manufacturer and its critical-component supplier is
ideally inten last many years. This is particularly true when the supplier has performed
well over time. Performing well, however, is a double-edged sword. Stellar supplier
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performance, on one hand, is necessary to maintain strategic relationships over time. On the
other hand, it may elevate manufacturer expectations about supplier performance such that
not meetin shocks the manufacturer into possibly exiting the strategic relationship.
Oﬂeveals that a critical-component supplier with stellar historical
perforrr?argTsubj ect to a positive supplier performance penalty effect. This finding
reinforces advidgfor critical-component suppliers to work closely with manufacturers to: (i)
set initial Qferformance expectations, (ii) evolve supply performance expectations over
time, and WCtively manage manufacturer reactions when unintentional but serious

supplier errors oggur. Manufacturers sourcing from critical-component suppliers who have

historically ed well must likewise be aware that they may be conditioning themselves
to inadve

vy harsher penalties following such errors.

In nce of scientific progress, the positive supplier performance penalty effect

qualifi ional wisdom that stellar historical supplier performance is always desirable

in terms of s ic buyer-supplier relationship continuity. This robust penalty effect
increases the precision of our understanding of relationship continuity by revealing a specific
condition Sr which the magnitude of this association is altered (Busse, Kach, and Wagner,

2017). W@es this finding interesting is that it essentially . . . denies an old truth . . .

[and] ... co te[s] an attack on the taken-for-granted world . . . .” (Davis 1971, p. 311).
In doing s@, it becomes a legitimate, value-added theoretical contribution since it . . . affects

the achonships between variables . . . [and] significantly alters our understanding

[about a phenomson] by reorganizing our causal maps” (Whetten 1989, pp. 492-493).
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* HSP (Historical Supplier Performance) and PSI (Prior Supplier Involvement in Joint Product
Development) are between-subject factors; USE (Unintentional but Serious Supplier Error) and SSA
(Supplier Substitution Availability) are within-subject factors. “+” denotes “stellar” (for HSP), “high”
(for PSI) or “present” (for USE and SSA); “—" denotes “marginally-acceptable” (for HSP), “low” (for
PSI), or “absent” (for USE and SSA).

Y Jkim is the response for the Likelihood of Strategic Relationship Dissolution from the im subject at
the j'", k™, I", and m™ levels (+ or —) of the HSP, PSI, USE, and SSA factors.
% Comparing the means of the response variable from the SG-subscripted versions to those from the
GS-subscripted versions for Treatments 1, 2, and 3, we find no significant differences (p = .62, p =
.16, p = .69, respectively) to indicate a sequencing effect with respect to USE and SSA.

Table 2. Model Estimation Results *

Model [1] Full Model

Source Estimate | S.E. p Estimate | S.E. p
< <
Intercept 2.00 | .10 001 2.01| .10 001
H < <
| | HSP L4215 o L42 | s | o)
PSI —11| 14| 42 —12| 15| .38
H < <
5 | USE ~83 | 14| o ~81| .14 o
©n < <
g SSA =8| 2] o0 =76 |16 o0y
ia HSP x PSI —-08| 20| .71 -07| 22| .76.
B || hopx UsE 49 | .11 = 61| 20| <.01

_E 3 X . . 001 . . .
HSP x SSA 26| 17| 12 25| 23 28
PSI x USE 13| 16| 42 08| 19| .67
PSI x SSA 06| 23 79
USE x SSA -38| 16| .08 -33| 19| .08
HSP x PSI x USE A5 22| 49 04| 28] .89
HSP x PSI x SSA 06 | .33 .86
HSP x USE x SSA 31 23] 17 17| 28] 41
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PSI x USE x SSA -10| .27 1

HSP x PSI x USE x
SSA 341 .39 .38

Variance:

Subjects 49 49
Variance: GS
version
Varlgnce: SG 49 51
version

Residuals (Error) .26 25

23 23

Random Effects

AIC 1757 1768

BIC 1843 1872

—2 Log Likelihood 1719 1722
y* difference test x> (4)=3,p=.558

Model
Fit

* The full model adds four additional, non-hypothesized interaction terms to those already in Model [1]:
PSIxSSA, HSPxPSIxSSA, PSIXUSEXSSA, and HSPxPSIxUSExSSA. Because the four non-hypothesized
interactions in the full model are not significant, conclusions about hypotheses can be drawn from interpreting
the Model [1] estimation results.

% HSP is coded as either “marginally-acceptable” (base group) or “stellar”’; PSI is coded as “low” (base group)
or “high”; USE is coded as “absent” (base group) or “present”’; and SSA is coded as “absent” (base group) or
“present.” To interpret the results for H1 and H2, the signs of the corresponding regression coefficients indicate
the level of the predicted value of the Likelihood of Strategic Relationship Dissolution for the base group. For
example, with HSP, a B] = 1.42 reveals that when the level of HSP is cued to be “marginally-acceptable,” the

predicted value for the Likelihood of Strategic Relationship Dissolution is 1.42 higher than when the level of
HSP is cued to be “stellar.” Conversely, for USE, a [33 = —.83 reveals that when the level of USE is cued to be

“absent,” the predicted value for the Likelihood of Strategic Relationship Dissolution is .83 lower than when the
level of USE is cued to be “present.” For H3a versus H3b, [36 =49 indicates the moderation effect of USE to be

positive in support of H3b.

* Estimation results are based on average scores for the three-question measurement scale operationalizing
Likelihood of Strategic Relationship Dissolution. Using factor scores in lieu of average scores produce similar
and consistent results; these estimation results are available upon request.
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Table 3. Findings, Juxtaposition in Literature, and Theoretical Contributions

Finding

Juxtaposition in Literature

Why Is the Finding a Theoretical
Contribution?

(1) InWiQn

strategic relationship

dissolution

-
O
.

Effect is intuitively accepted in
the operations
management/supply chain
management literature but
missing empirical verification.

Incremental theoretical contribution that
provides, to the best of our knowledge,
the first empirical evidence of how
prior supplier performance relates to
relationship continuity. In this regard,
the finding aligns with explanations by
Corley and Gioia (2011) thata . . .
contribution arises when theory [and
findings] reveals what we otherwise
had not seen, known, or conceived . .
.7 (p- 17) and by Kohli (2011) that a
contribution “. . . can be summarized
in a single sentence such as ‘In this
research, we show (for the first time
ever) that [key finding].” .. .” (p. 2).

(i1) | Positive assocition
bet
i i but

18

Effect is intuitively accepted but
neither currently discussed nor
established (either theoretically
or empirically) in the operations
management/supply chain
management literature.

Incremental theoretical contribution
arising from the addition and
justification (both theoretical and
empirical) of a new factor to
complement an existing set of factors
associated with relationship continuity.
In this regard, the finding aligns with
explanations by Corley and Gioia
(2011) that a ““. . . contribution arises
when theory [and findings] reveals
what we otherwise had not seen,
known, or conceived . ..” (p. 17) and
by Whetten (1989) that . . . it is
possible to make an important
theoretical contribution by simply
adding or subtracting factors (Whats)
from an existing model . . .” (p. 492).

(1ii) Positivse mogeration of
& an ynal but
. seri @ er error

(iv) )

on t
asso tween
hist@rical supplier

nd
1kelihoo

0
disglution

<

strategic

Effect and its robustness to
factors known to protect
relationship continuity are not
currently discussed nor
established (either theoretically
or empirically) in the operations
management/supply chain
management literature.

“Interesting” theoretical contributions
arising from the increased precision
regarding the inverse association
between historical supplier
performance and likelihood of
strategic relationship dissolution and
the specification of a specific
condition for which this inverse
association is less negative. In this
regard, the finding aligns with
explanations by Davis (1971) that «. . .
it denies an old truth . . . denies the
truth of some part of . . . routinely-held
assumption ground. . ..” (p. 311), by
Whetten (1989) that impactful
theoretical contributions “. . . come
from demonstrating how [a newly
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added factor] significantly alters our
understanding of the phenomena by
reorganizing our causal maps. . ..”
(pp- 492-493), and by Busse et al.
(2017) that a new moderator decreases
the simplicity of a theoretical
statement in exchange for greater
precision as to its boundary conditions.

Figure 1. Theoretical Model
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Figure 2. Moderation Effects of an Unintentional but Serious Supplier Error: Assimilation
versus Contrast Effects

Panel A: Negative Moderation Due to An
Assimilation Effect

Panel B: Positive Moderation Effect Due to a Contrast
Effect
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supplier error (i.e., when USE = “absent™)

Negative relationship between historical supplier
performance and likelihood of strategic relationship
dissolution in the presence of an unintentional but
serious supplier error (i.e., when USE = “present”)
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Figure 3. HSPxUS Conditional Effects (Interactions) Plot *
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" The non-parallel lines suggest the existence of an HSPxUSE interaction effect. Since the HSPxUSE
interaction term is positive and significant (B, = .49, p <.001) per Model [1] results in Table 3, we

conclude in favor of a positive USE moderation effect.
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Figure 4. Findings Juxtaposed against Literature *
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" The liﬁdocumented the effects of intentional supplier misbehaviors (i.e., supplier
opportunism and ethical violations) on relationship continuity, taking into consideration relationship-
specific attgibutes (e.g., relationship maturity); these are shown as solid ovals and arrows. The effects
that have rfhworetically and/or empirically established in prior literature and uncovered in our
research findings are shown as dashed shaded ovals and dashed arrows. For example, (i) the inverse
ceh historical supplier performance and likelihood of strategic relationship

ituitive, has not been empirically established in prior literature and (ii) the
association between unintentional but serious supplier error and likelihood of strategic relationship
dissolutiongmitive, has likewise not been theoretically and empirically established in prior
literature. Moreover, (iii) the positive moderation effect of an unintentional but serious supplier error
on the i iation between historical supplier performance and likelihood of strategic
relations%ion and (iv) the robustness of this positive moderation to other conditions like
joint relatiohship activities and supplier alternatives are not only theoretically and empirically novel
but also hi sanore importantly, the boundary conditions as to when, why, and how stellar
historical suppliergerformance fails to guard against relationship termination.
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