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Absract Control and governance theories recognize that
exchange partners are subject to two general forms of
control, the unilateral authority of one firm and bilateral
expectations extending from their social bond. In this way,
a supplier both exerts unilateral, authority-based controls
and is subject to socially-based, bilateral controls as it
attempts to manage its brand successfully through reseller
channels. Such control is being challenged by suppliers’
growing relative dependence on increasingly dominant
resellers in many industries. Yet the impact of supplier
relative dependence on the efficacy of control-based
governance in the supplier’s channel is not well understood.
To address this gap, we specify and test a control model
moderated by relative dependence involving the conceptu-
alization and measurement of governance at the level of
specific control processes: incenting, monitoring, and
enforcing. Our empirical findings show relative dependence

undercuts the effectiveness of certain unilateral and bilateral
control processes while enhancing the effectiveness of
others, largely supporting our dual suppositions that each
control process operates through a specialized behavioral
mechanism and that these underlying mechanisms are
differentially impacted by relative dependence. We offer
implications of these findings for managers and identify our
contributions to channel theory and research.
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While governance broadly encompasses the processes
necessary to establish and structure exchange, it also
subsumes control issues required to maintain the exchange
(Heide 1994). Control-based processes of governance
operate following initiation, directing and managing the
partners during the lifetime of the exchange. Controls are
crucial to the productive functioning of a channel because
coordination and other desirable outcomes do not occur
unless members recognize and choose behaviors most
efficient and effective for the conduct of channel work
(Rangan and Bell 2006). Theoretical insights into the way
partners to an exchange are controlled can be gleaned from
both the traditional social control literature (Seeck and
Kantola 2009) and the governance literature (Larson 1992).

Governance theory has evolved along two distinct
approaches. An economics-focused approach, referred to
as “unilateral governance,” is grounded in transaction cost
economics and agency theory, and suggests that formal
guidance processes rest on a hierarchical platform wielded
by one party to motivate another to comply (Bergen et al.
1992; Rindfleisch and Heide 1997). The second approach,
referred to as “bilateral governance,” suggests that control
rests on a social platform, which involves the parties
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relying on endogenous relational norms of flexibility,
solidarity and others to achieve shared objectives (Heide
and John 1992). In contrast, social control theorists (Black
1998; Gibbs 1994) suggest actors are controlled less by
social norms, per se, than by specific processes that trigger
socially prescribed behaviors. Socially-based controls direct
actors through incentives to reward pro-social actions,
enforcement mechanisms to sanction undesirable actions,
and monitoring to ensure behaviors remain aligned
(Ellickson 1987).1

This conceptualization of a bilateral form of control
using incentives, monitoring, and enforcement was adapted
in Heide’s (1994) seminal typology of governance, where
he identified both a unilaterally administered, authority-
based approach to control and a bilaterally administered,
socially-based approach. Further, he shows that both
unilateral (U) and bilateral (B) approaches operate through
three “generic” (p. 75) control-based processes of gover-
nance: incentive systems which involve motivations for
channel partners to work or act as desired, monitoring
procedures that utilize information to understand whether
each firm has departed from the expected, and means of
enforcement that involve actions taken to realign behaviors
with expectations.

Because controls directly impact member behaviors and
channel outcomes, we are interested in analyzing how the
three control-based processes function under U and B
approaches to governance. Our perspective should be fruitful
since much of channels research focuses on a single approach;
for example some studies only examine a manufacturer’s
unilateral control over a trading partner (Celly and Frazier
1996; Mohr et al. 1996) while others focus solely on
bilaterally applied relational norms (Kaufmann and Stern
1992). Likewise, others only examine a single governance
process: incentives (Caldieraro and Coughlan 2007), moni-
toring (Eisenhardt 1989), or enforcement (Antia and Frazier
2001). Thus, our primary contribution lies in developing and
testing a comprehensive model that examines the efficacy of
U and B forms of governance across each of the three
control-oriented processes.

Examining the efficacy of governance involves analyz-
ing how control processes direct firm behaviors to
accomplish the objectives of an effective distribution
channel. Key objectives are to defuse or manage conflict
and to coordinate the members’ conduct of channel work,
“the end goal of the entire channel management process”
(Coughlan et al. 2006, p. 25). Consequently, our second
contribution is to assess the potency of U and B approaches
to control in managing channel coordination and conflict.
Examining the efficacy of governance approaches and

processes in this holistic manner advances our understand-
ing of distribution channels because past research tends to
link limited aspects of governance to selected performance
outcomes.

Regarding governance effectiveness, recent research rec-
ognizes the disruptive role dependence asymmetry plays in
the way channel members interact and conduct work
(Shervani et al. 2007). Relationships among equals function
differently than unbalanced relationships where one firm
cannot easily replace a partner who enjoys many alternatives.
High relative dependence disrupts relationships in many
important ways, for example dependence asymmetry invites
the use of coercion and “undermines commitment and trust as
the partners’ interests diverge” (Palmatier et al. 2007, p. 175).
Despite its potentially corrosive effect on many aspects of
exchange, dependence asymmetry’s systematic impact on
underlying processes of U and B governance and, thereby,
on channel conflict and coordination is largely unsubstanti-
ated. This research gap has particular relevance given recent
changes in channel alignments, which has seen channel
power migrate downstream from the supplier toward the
reseller (Geylani et al. 2007). This phenomenon, the result of
information transparencies, changes in levels of competitive-
ness, and shifts in economies of scale (Raju and Zhang
2005), has occurred in many leading industries including
information technology, food distribution, and retailing, as
new channel captains have emerged, controlling the channel
from a downstream position. Given this important shift in
channel power, our third contribution describes the impact
relative dependence has on the efficacy of governance
processes in achieving the suppliers’ channel objectives in
terms of coordination and conflict.

Further, our analysis of the extant literature suggests that
governance theorizing has outpaced attempts to operation-
alize the control-based processes of U and B governance.
Thus, we also contribute by operationalizing the funda-
mental processes of control—incenting, monitoring, and
enforcing—across both U and B approaches. By develop-
ing these initial detailed measures, we are able to provide a
fine-grained test of our theory-based predictions of the
moderating role dependence asymmetry plays in shaping
the channel outcomes of governance. Hence, our compre-
hensive approach to control-based governance extends our
understanding to a fuller set of forces at work in directing
and managing channel members as they participate in the
distribution of a supplier’s product.

Relative dependence and exchange governance
processes

Relative dependence considers the comparative level of
each firm’s dependence on the other (Palmatier et al. 2007).

1 In social control terminology, incentives, enforcement, and monitor-
ing are described as rewards, sanctions, and oversight.
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To the extent that relative dependence is asymmetric, that
is, one firm is more dependent than its partner, the
relationship is unbalanced. Governance scholars find that
high relative dependence and the accompanying imbalance
“acts as an obstacle” to control attempts (Casciaro and
Piskorski 2005, p. 167). The less dependent partner is not
bound by constraints to maintain the relationship (Antia and
Frazier 2001), and has little motivation to acquiesce to
control attempts (Kumar et al. 1995). For the less dependent
firm, rather than acquiesce, “power will provide to its
holder the ability to achieve a high level of … control on
the behaviors of others” (Shervani et al. 2007, p. 639).

As noted, the governance literature describes two
theoretic approaches for managing exchange relations. U
governance involves a formalized, hierarchical apparatus
where one party establishes a set of controllers’ processes
over its partner to elicit compliance (Holmstrom and
Milgrom 1994). U governance processes tend to be
task-centered, emphasizing the alignment of specific task
behaviors to the requirements of the controller. B gover-
nance involves a less formal apparatus, depending instead
on endogenously-derived arrangements and shared consen-
sus. These informal B agreements exist as the social
platform on which task decisions are made and the
relationship is managed. Because the governing controller
is derived from the strength of the partners’ bond, B
governance is a highly socialized form of control (Black
1998; Macneil 1980).

U governance processes

As a controller, U governance is formal in nature and is
administered through a set of supplier-derived rules (Black
1998). U incentives, originally based on notions of
contingent and non-contingent rewards (Scheer and Stern
1992), represent inducements that motivate aligned behav-
iors by linking an offer of instrumental gain to task
performance (Williamson 1991). Increases in the magnitude
of a monetary incentive (i.e., raising the allowable margin)
are considered particularly motivational (Rubin 1990).
However, agency theory is clear that suppliers design
incentive programs to support their own agenda, and
seldom consider the reseller’s individual goals (Prendergast
1999). Thus, because U incentives stress activities that are
often incompatible with the reseller’s agenda, a divergence
of interests may result (Ittner and Larcker 2001). U
monitoring is one party’s systematic collection of informa-
tion on another’s goal-specific achievements and behaviors
(Celly and Frazier 1996; Heide et al. 2007). Grounded in
the early control literature (e.g., Ouchi 1979), monitoring
suggests that information is acquired through a process that
is initiated and executed by the supplier, allowing it to
establish the extent of compliance. U monitoring may

contribute to an incompatibility of interests as a reseller
focuses its attention toward supplier-directed activities,
even when doing so may be incompatible with its own
agenda (Eisenhardt 1989). U enforcement is a process by
which the supplier relies on a formalized agreement to
maintain the alignment of the reseller’s actions with
expectations (Antia and Frazier 2001). Enforcement has
typically been described in terms of how contracts are
written and applied (Lusch and Brown 1996) and the
accompanying costs of contract execution (Crocker and
Masten 1988). Firms may rely on a contract or other
codified source of authority to motivate compliance (see
Wuyts and Geyskens 2005).

B governance processes

As the social controller, B governance involves patterns
that take on a rule-like status and synchronize, prioritize,
and otherwise manage the tasks that span organizational
boundaries (Lorenz 1999; Black 1998). Although B
processes are directed at task achievement, they differ from
U processes because they are based on social ties with the
counterpart, are less formal, and protect the necessary
investments to nurture the partners’ longer term perspective
(Heide 1994). B processes operate such that the parties are
expected to reciprocate positive behaviors in support of
their relationship (Ouchi 1979).

B incentives operate when the parties expect reciprocal
investments and equitable returns to result in a long term
relationship. When such investments are in place, short-
term imbalances or inequities are typically disregarded
because long-run fairness is expected. Thus, we define B
incentives as the motivation of participants to cooperate on
the execution of tasks because expectations of fair and
equitable treatment over time exist (Heide 1994). B
monitoring involves proactive and ongoing self-evaluation
to ensure the relationship stays on a mutually-decided
course (Heide 1994). Since self-control is a key facet of
maintaining a social relationship (Black 1998), each partner
strives to ensure that its activities and investments meet the
expectations of its counterpart (Ring and Van de Ven 1994).
Relationships go through periodic assessment, and if a clear
signal of expected investment is not sent, social bonds are
weakened and the partner is less likely to pledge its own
commitment (Ring and Van de Ven 1994). Thus, we define
B monitoring as each firm’s scrutiny of its own activities
and investments to ensure that they meet the expectations of
the partner. B enforcement is a process where under-
standings of shared expectations direct behavior in a pro-
social way (Black 1998; Gilliland and Bello 2002). B
enforcement is based on Fehr and Gachter’s (2000) notion
of “reciprocity as a means to enforce contracts” (p. 170). In
terms of promise keeping and honesty, B enforcement
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ensures that mutually beneficial solutions are reached, thus
protecting each party and its reputation for fair behaviors.
The nature of U and B governance as operationalized
through each of the three fundamental governance process-
es is summarized in Table 1.

U processes, relative dependence, and channel outcomes

A supplier’s distribution channel is best assessed by the
twin outcomes of coordination, “the coordinated or
complementary actions between exchange partners,” and
conflict, “the overall level of disagreement and ill will”
(Palmatier et al. 2007, p. 174). Within a channel, it is the
shared nature of the tasks that give rise to the need for
coordination among actors. We define coordination as the
extent tasks are performed across interfirm relationships in
a consistent and coherent manner (Crowston 1997).
Conflict, a pervasive characteristic of many channel
systems, is the extent of discord experienced between
channel members that arises from incompatibility of actual
or desired responses (Mohr et al. 1996). Shared tasks and
reliance on the partner’s performance can lead to disputes
when the actions of one firm impede the other.

Regarding U processes, Shervani et al.’s (2007) general
argument is that when the supplier’s relative dependence is
low, it has a platform of authority on which its governance
processes rest, allowing it to dictate the general conditions
of the exchange. In fact, Gundlach and Cadotte (1994,
p. 519) state that, for the less dependent party, “domina-
tion…is often a hallmark of these associations.” In this
condition the reseller has a motivation to attend to the
supplier’s demands because it lacks other income generat-
ing opportunities. In contrast, when the supplier’s relative
dependence on a reseller is high, the supplier’s
corresponding lack of authority increasingly renders its
control attempts less successful. Problems arise because the
reseller can extract allowances and negotiate more favor-
able terms, rendering the supplier less able to influence its
channel partner (see Payan and McFarland 2005).

U processes and coordination U incentives link an offer of
instrumental gain to supplier-specified behaviors, paying
resellers for desired task performance that aligns with
supplier needs and increases task coordination (Raju and
Zhang 2005). However, pay for performance is “insufficient-
ly strong” to stand on its own (Gerhart and Rynes 2003,
p. 143) without a legitimate control platform. Relative
dependence erodes a key foundation for supplier control;
when supplier dependence is high the reseller has less need
and motivation to comply with directives because alterna-
tive income generating opportunities lower its interest in
maintaining the partnership. Greater supplier replaceability
weakens the efficacy of financial inducements to redirect
the activities of a reseller away from its own agenda. Less
dependent resellers are less attentive to a weak supplier’s
rewards since similar rewards are available elsewhere, thus
decreasing the efficacy of the supplier’s U incentives
(Benabou and Tirole 2003).

H1a: Greater supplier relative dependence decreases the
positive effect of U incentives on coordination.

Through U monitoring a supplier gathers information on
reseller behaviors and outcomes to assess the degree to which it
is in alignment with expectations. Surveillance signals the
supplier’s priorities to the reseller while providing information
on the extent it complies with supplier-specified role respon-
sibilities. By signaling task responsibilities to the reseller and
providing feedback to the supplier, U monitoring aligns
behaviors to increase coordination. However, supplier relative
dependence undercuts coordination benefits from monitoring
efforts. Surveillance from an easily replaceable supplier is
viewed as unnecessary and less legitimate, leading a reseller to
selectively disclose information, creating uncertainties and
discrepancies in interpretation (Heide et al. 2007). Supplier
replaceability weakens the possibility of surveillance to
redirect the activities of a strong partner by reducing both
the legitimacy of monitoring and reseller attentiveness to
information requests, diluting the signaling function. Selective

Table 1 Governance conceptualization

Governance approach Governance processes

Incentive systems Monitoring procedures Means of enforcement

U governance—form of control
based on authority. One party
establishes rules that guide the
working relationship

U incentives—monetary
inducements that motivate
specific and directed action

U monitoring—systematic
surveillance of measurable
results and task behaviors

U enforcement—reliance on the
source of authority to motivate
compliance to agreed-upon tasks
and procedures

B governance—form of control based
on shared understandings. Social
ties guide the working parameters of
the relationship

B incentives—expectations of
fairness over the long run
that motivate cooperation on
everyday tasks

B monitoring—based on each
firm’s self-monitoring of
investments to ensure they
meet partner expectations

B enforcement—reliance on the
endogenous relationship to
direct behaviors to the benefit of
both parties
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disclosure of information reduces the usefulness of surveil-
lance, contributing to diminished benefits of coordination.

H1b: Greater supplier relative dependence decreases the
positive effect of U monitoring on coordination.

U enforcement refers to influence attempts based on
obligations specified in agreements, and it is coercive in the
sense that it implies punitive consequences for non-
compliance (Gundlach 1994; Boyle et al. 1992). Invoking
a contract or other basis of authority to motivate compli-
ance by a reseller signals expectations and can align
behaviors to the supplier’s requirements, increasing task
coordination. Yet relative dependence undermines compli-
ance since the reseller has less of a need to maintain the
relationship and comply with supplier demands. In fact,
Antia et al. (2006) suggest that legal-based appeals for
conformance to a weak supplier’s requirements can be
ignored with little fear of reprisal. Relative dependence
makes the supplier’s threats of sanctions less credible,
decreasing the effect of U enforcement on task alignment.

H1c: Greater supplier relative dependence decreases the
positive effect of U enforcement on coordination.

U processes and conflict Economics (Ittner and Larcker
2001), governance (Brown et al. 2000), and social control
(Ellickson 1987) scholars recognize a connection between U
approaches of governance and problematic outcomes. In fact,
recent work in these and other areas, such as regulatory
behavior, finds that control mechanisms administered by one
party are often perceived as heavy-handed, self-serving, and
inappropriate (e.g., Gilliland and Manning 2002).

U incentives induce a reseller to engage in behaviors that
satisfy supplier requirements but may not be consistent with
the reseller’s own agenda, potentially violating its sense of
autonomy (Deci et al. 1999). Higher levels of inducements
pay for behaviors further removed from satisfying a
reseller’s own requirements, triggering efforts to restore
autonomy by acting in self-interested ways such as voicing
disagreements (Akerlof and Kranton 2005). Since supplier
relative dependence relieves the reseller of the need to
comply, it is more likely to voice disagreements, become
more exploitive, and assert its own agenda (Chen 2003). A
more dependent supplier’s explicit inducements are less
likely to yield compliance; rather they may be met with
resistance, intensifying conflict.

H2a: Greater supplier relative dependence increases the
positive effect of U incentives on conflict.

U monitoring can intrusively signal activities that are
inconsistent with the reseller’s perceived role responsibili-
ties while providing the supplier with information that may

highlight what it considers misaligned reseller behaviors
(Heide et al. 2007). Supplier surveillance can uncover
discrepancies between the partners in a way that aggravates
asymmetries in channel perceptions and information,
causing resentment and reducing trust (Hermalin and Katz
1991). Supplier relative dependence can enhance conflictu-
al tendencies since it can lead a reseller to diminish a
weaker supplier’s value, widening disagreements on criteria
and measures considered appropriate for assessing perfor-
mance and productivity (Stern and Weitz 1997). Thus, a
less dependent reseller is resistant to monitoring attempts
because it believes the basis and metrics for evaluation are
unfounded.

H2b: Greater supplier relative dependence increases the
positive effect of U monitoring on conflict.

U enforcement is typically perceived as a coercive
influence attempt to which resellers often respond in hostile
ways (Frazier and Rody 1991) because stressing obligations
and acquiescence to the needs of the supplier suggests such
actions are often in conflict with reseller goals. This effect
intensifies as the supplier’s relative dependence increases
because the reseller now possesses an information asym-
metry advantage, allowing it to restructure the agreement to
its benefit (see Al-Najjar 1995). This “competing agree-
ment,” supported by less dependence on the reseller’s part,
strengthens the reseller’s negative reaction to U enforce-
ment attempts.

H2c: Greater supplier relative dependence increases the
positive effect of U enforcement on conflict.

B processes, relative dependence, and channel outcomes

B processes and coordination As the socially-based con-
troller of firms’ behaviors, B governance processes can
motivate channel members to engage in productive work
because fairness over time is anticipated (Ouchi 1979;
Black 1998). These expectations of fairness motivate both
the supplier and reseller to cooperate on the execution of
specific channel tasks for the supplier’s brand. Recognizing
that financial benefits will tend toward equity provides
motivation for firms to overlook any short-term discrep-
ancies or misunderstandings that might exist, and further
invest in the brand by synergistically committing time and
attention to mutual marketing efforts, increasing task
coordination (Ring and Van de Ven 1994).

Regarding B incentives, as the supplier’s dependence
increases it recognizes its reseller has relatively more
alternatives, making the supplier more replaceable. As its
vulnerability increases it lowers its estimate of the survival
of the relationship (Fehr and Gachter 2000), shortening its
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perceived time horizon of the exchange. However, Gibbons
(2005) describes how a willingness to voluntarily align
(that is, outside of a formal bond) is determined by the
anticipation of long-term rewards. As the possibility of
equitable distribution of these rewards over time decreases,
accepting inequities in the short term is more difficult,
making cooperation and task coordination less likely. Thus,
we expect that the motivational efficacy of B incentives as a
social control mechanism decreases as the supplier’s
relative dependence increases.

H3a: Greater supplier relative dependence decreases the
positive effect of B incentives on coordination.

B monitoring is the facet of social control that directs
parties to self-monitor their activities and investments in
order to maintain an alignment with partner expectations
and requirements (Ellickson 1987). Strong bonds encourage
each actor to engage in pro-social behaviors supporting the
partner “through socialization processes that promote
(internal) self-control” (Heide 1994, p. 77). That is, self-
monitoring results from socially-induced responsibilities
that direct the parties to ensure their actions meet the
expectations of their counterparts (Black 1998). As each
party self-monitors its activities to ensure it is in sync with
the other, the firms are also ensuring adjustments to a
common course of action, enhancing coordination (Ring
and Van de Ven 1994). However, as the supplier’s relative
dependence increases, the recognition that the reseller is the
less replaceable member increases the salience of the
reseller, making the supplier both more attentive to reseller
expectations and more responsive to responsibilities.
Supplier monitoring of its investments supporting the
reseller is particularly instrumental to its success as invest-
ments provide the needed resources to entice the reseller to
maintain its involvement. Further, the supplier’s greater
need to maintain the status quo will intensify its sensitivity
to out-of-alignment conditions and amplify its tendency to
act on self-monitoring information. The efficacy of self-
monitoring as a social control mechanism increases with
higher relative dependence.

H3b: Greater supplier relative dependence increases the
positive effect of B monitoring on coordination.

When B enforcement is present the social tie to a
counterpart imposes normative obligations, pressuring firms
to honor agreements and keep promises (Black 1998). As a
controller, strong social bonds impose duties on partners to
comply fully with the mutual understandings and expect-
ations underlying their partnership (Seeck and Kantola
2009). As parties comply with socially-based demands,
pro-relationship activities enhance channel work, increasing
task coordination (Anderson and Weitz 1992). Further, as the

supplier’s relative dependence increases, its greater need to
maintain the relationship makes it more sensitive to social
pressure, amplifying the salience of normative enforcement
processes as a social coordination mechanism.

H3c: Greater supplier relative dependence increases the
positive effect of B enforcement on coordination.

B processes and conflict Despite inherent differences chan-
nel members often share attitudes and behaviors conducive to
working together to achieve common ends. Principals of right
action specify permissible limits on behavior and motivate
cooperation (MacNeil 1980). This allows the resolution of
conflict-based differences, often before problems arise.
Below, we hypothesize how dependence asymmetries
influence the effectiveness of B processes on conflict.

Expectations of long-run fairness motivate firms to
minimize the importance of day-to-day disagreements
along with the associated tensions (Wilkins and Ouchi
1983). Recognizing that financial benefits will eventually
be in balance provides an incentive for firms to overlook
short-term inequities. As supplier dependence on its
channel partner increases it recognizes that the reseller,
due to its assortment options, is less compelled to stay. The
suggestion of replaceability shortens the time horizon of the
relationship and the accompanying fair distribution of
rewards (Gibbons 2005), weakening the motivation to
overlook day-to-day disagreements. In this condition,
conflict is not ignored and is more realized. Thus, the
efficacy of B incentives as a social control mechanism to
minimize day-to-day disagreements and conflictual tensions
decreases as a firm’s relative dependence increases.

H4a: Greater supplier relative dependence decreases the
negative effect of B incentives on conflict.

The reciprocity effect of investments is not based on
long-term assessment as much as it is based on meeting
partner expectations (see Ring and Van de Ven 1994). Self-
monitoring helps ensure that investments are available to
align behaviors and further bond the parties, reducing
opportunities for conflict. However, as the supplier’s
dependence increases it becomes more tightly tied to its
reseller and more attentive to its expectations. That is, its
dependence position amplifies the tendency to act on or use
self-monitoring information to further avoid conflict. Thus,
the strength of B monitoring as a social control mechanism
to attenuate conflict increases with relative dependence.

H4b: Greater supplier relative dependence increases the
negative effect of B monitoring on conflict.

Regarding B enforcement, when promises are kept and
problems are resolved by working together, conflict is
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reduced. Typically the partners can count on B enforce-
ment, in terms of the strength of the relationship, to ensure
that previous agreements are maintained. However, as the
supplier’s relative dependence increases, B enforcement
becomes increasingly salient to the supplier because it must
defend its role performance, demonstrating it is still a viable
partner. Consequently, the dependent supplier is more
sensitive and responsive to its obligations to the reseller,
further muting conflict.

H4c: Greater supplier relative dependence increases the
negative effect of B enforcement on conflict.

Methodology

Study setting

Industrial distribution was chosen as an appropriate
research context to study channel governance because of
the naturally-low level of cooperation that exists amongst
suppliers and resellers (Frazier and Rody 1991). Industrial
channel relationships tend to be characterized by strong,
locally-entrenched distributors that represent multiple prod-
uct lines and multiple brands within each line. Even though
cooperation is desirable, distributors have a reasonably high
level of autonomy, and the amount of time they devote to
any one supplier is limited.

Fieldwork, pre-test, and data collection

Sixteen in-depth field interviews were conducted in a major
U.S. business center with marketing managers of firms that
produce industrially distributed products. Each interview
lasted at least 1 hour and was carried out with the person
most responsible for the establishment and management of
the distribution network. The sampling frame was a
customized list from a leading publisher of business trade
journals. The list included 2,499 upper-level marketing
titles from U.S. firms that manufacture products sold in
industrial applications (S.I.C. codes 33–39). These catego-
ries include products sold through distribution such as
industrial and materials handling equipment, electronic
components, power supplies, industrial pumps, mainte-
nance equipment, computers, and computer peripherals.
The usable list size was reduced to approximately 1,800
after accounting for duplications in company listings, firms
that had recently gone out of business, and managerial
transfers.

The same data collection procedure was used for both
the pre-test and the final survey. A systematic selection
method produced a sub-list of executives from the master
list. Each executive was telephoned and qualified to ensure

the firm produced an industrial product and used indepen-
dent resellers as a primary selling channel. Following
qualification, each executive was asked to name the person
at the firm that was “most involved with the ongoing
management of the distributor network, from the standpoint
of establishing policies and programs.” This person was
then contacted (if the original contact did not already hold
this responsibility) and recruited to participate. Participants
were mailed a survey questionnaire, a one dollar premium,
a self-addressed, stamped return envelope, and a cover
letter instructing them to respond to the survey based on
their firm’s relationship with a focal distributor. The focal
distributor was defined as the fourth-largest distributor in
terms of sales volume. This avoids positive evaluation bias,
because relations with a firm’s largest distributors tend to be
uniformly positive. Further, to ensure key informant
integrity, pre-test respondents were administered a test to
assess their level of competence with the survey questions.
Given the overwhelmingly positive response of this item, it
was dropped from the final test since the same sampling
frame was utilized. Results of the pre-test (n=65) indicated
that the items used were reliable; coefficient alphas ranged
from .82 to .91.

For the formal survey, 529 survey packets were
distributed to industrial manufacturers and 314 usable
questionnaires were returned, resulting in a response rate
of 59.4%. Our claim that key informants were carefully
selected is supported by the following: 46.5% of sample
respondents are the firm’s top marketing executive, an
additional 19.7% are the firm’s top channel executive, and
an additional 16.6% are the firm’s top sales executive. On
average, firms in the sample employed over 525 people,
had annual sales over $200,000,000, and sold over
$5,500,000 to the focal distributor. Nonresponse was
assessed in two ways. First, a comparison of early and late
respondents yielded no significant differences relevant to
the study. Second, because the pretest and final test
respondents were from the same mailing list we randomly
selected 65 respondents from the final test and compared
their answers with pretest answers. We found very little
difference in the two response sets, demonstrating the
similarity of the sampling frame to the final respondents.
These tests suggest nonresponse bias is not a problem.

Measurement

Measurement provided a challenge for this study because
several of the variables had not been measured previously.
The items for each construct were adapted to an industrial
distribution setting from prior research, when available, in
governance, influence strategies, control, and dependence
(see “Appendix”). Regarding U governance constructs, U
incentives are operationalized as monetary-based payments
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that motivate specific, immediate actions to represent the
manufacturer’s brand (Williamson 1991). The items reflect
the provision of additional monetary assistance for market
support functions above and beyond the standard package
of incentives. U monitoring measures the supplier’s extent
of surveillance of the reseller (Bello and Gilliland 1997).
The items examine the extent the manufacturer’s office or
field personnel collect information on specific distributor
achievements toward meeting stated goals (monitoring of
output) as well as on how the distributor behaviorally
performs marketing tasks (monitoring of behaviors). These
items indicate the extent the manufacturer collects infor-
mation and otherwise observes the distributor’s efforts. U
enforcement represents the manufacturer’s use of the
distributor agreement, or contract, in attempts to influence
the behavior of the distributor. Modified from Boyle et al.
(1992), the items reflect the extent that the agreement is
relied upon in attempting to gain compliance.

Items for all B governance constructs, which are derived
from conceptual definitions and fieldwork, are measured
from the perspective of both firms in the relationship. B
incentives are bilateral expectations of equity or fair
treatment that motivate both partners to continue to
cooperate with one another (Heide 1994; Zajac and Olsen
1993). The items represent whether both parties are
confident that investments and short-term imbalances will
pay off over time, and the extent this motivates behavior. B
monitoring involves self-evaluation to ensure adequate
adjustment to a common course of action (Ring and Van
de Ven 1994). Because credible commitments, which are
required to sustain long-term relationships, are reciprocal,
each partner must ensure that its investments meet expect-
ations. The items assess whether the parties scrutinize their
activities to ensure they meet expectations of their
counterpart, consistent with Heide’s (1994) notion that B
processes promote self-control. B enforcement represents
each partner’s expectation that the strength of the ongoing
relationship compels conformance to promises and agree-
ments (Ellickson 1987; Heide 1994). The items reflect the
extent that elements of the relationship, such as joint
expectations, the keeping of promises, and working
together, guide mutually beneficial adjustments to unex-
pected occurrences.

Coordination is the extent that channel tasks are performed
in a consistent and coherent manner (Crowston 1997).
Operationalized as an outcome or state variable, the items
measure the timing, organization, and consistence of fit of
the partners’ marketing activities. Conflict is the frequency of
disagreements between the manufacturer and the distributor.
Operationalized as a state of the interorganizational relation,
the items are adapted from Mohr et al. (1996). Manufac-
turer’s relative dependence is the comparative reliance of the
manufacturer on the distributor (Kumar et al. 1995). The

values of the items are determined by subtracting the
distributor’s dependence on the manufacturer from the
manufacturer’s dependence on the distributor.

We control for possible extraneous effects on our model
by considering two constructs important to channels
research. Market volatility, which refers to unanticipated
changes in circumstances surrounding an exchange, makes
contracts incomplete as actors struggle to predict future
outcomes (Nilakant and Rao 1994). Transaction specific
investments, which refer to the supplier’s idiosyncratic
credible commitments into the reseller (Anderson and Weitz
1992), represent a reordering of the internal workings of the
relationship as they realign the long term expectations of
the partners, causing potential shifts in bonding patterns.

Measurement assessment Item measurement properties,
assessed in a confirmatory factor analysis, indicate the
measurement model provides a good overall fit to the data.
To ensure measurement quality all 11 constructs were
analyzed together in a single CFA. Though the chi square is
statistically significant (χ(724)

2=1,055.07, p<.001), favor-
able diagnostics include a GFI of .86, RMR of .11, CFI of
.98, PNFI of .83, NNFI of .98, probability of close fit of
1.0, and RMSEA of .041. The indicators have large and
significant loadings on their intended constructs, indicating
convergent validity. Discriminant validity was assessed in
two ways. First, the estimated correlation parameter
between each pair of constructs was constrained to 1.0
and a χ2 difference test was performed between the
constrained value and the value of the unconstrained pair.
A significant difference (at the adjusted .05 level) was
obtained for every pair of constructs. Second, for each pair
of constructs, variance extracted was compared to the
squared correlation of the two constructs. In every case, the
variance extracted was greater than the squared correlation
of the constructs, again indicating discriminant validity.

Steps were taken to reduce the possibility of common
methods bias by employing accepted item writing and
scaling techniques, including modifying item wording
based on the study context, matching the number of
response categories to the expertise of the respondent,
assessing all scales for content validity, writing very clear
item instructions, and carefully considering scale psycho-
metric properties. We also conducted and passed two
variations of the Harmon Single Factor Test, the most
commonly used test for methods bias, using both explor-
atory factor analysis and confirmatory factor analysis
(Podsakoff et al. 2003). Regarding exploratory analysis,
the findings indicate that multiple factors exist and no
single factor accounts for the majority of the variance.
Regarding confirmatory analysis, we compare our original
CFAwith a second CFA, where all items are assigned to the
same factor. The original CFA is (χ(724)

2=1,055.07,
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v p<.001) and the Harmon single factor CFA is (χ(779)
2=

5,735.55, p<.001). Based on these tests common methods
bias appears not to be a problem.

Other measurement properties, including construct
means, standard deviations, reliabilities, and average
variance extracted are indicated in Table 2. To provide a
general picture of the construct interrelationships this table
also includes the zero-order correlations among the
constructs.

Results

Hypotheses were tested using Generalized Linear Model
(GLM) regression. As recommended by Aiken and West
(1991) all variables, including the interaction term, are
mean-centered. Estimation results for the model are
reported in Table 3. Analysis of the results indicates good
support for the model (based on two-tailed tests of
significance at p≤ .10) with adjusted R-squares of .392 for
coordination and .213 for conflict. All variance inflation
factors are well below 10, indicating that multicollinearity
is not a problem.

U processes and relative dependence Our first set of
hypotheses deals with the effect of U governance processes
on coordination, considering manufacturers’ relative de-
pendence. For these hypotheses we report mixed results.
First, no difference is found in the affect that U incentives
and U monitoring have on coordination as manufacturers’

relative dependence increases (H1a: β=−.09, t=−.70,
p=.483; H1b: β=.11, t=.59, p=.556). However, H1c
(β=−.21, t=−1.66, p=.097) indicates that as manufac-
turers’ relative dependence increases, there is a weakening
effect of U enforcement on coordination. To summarize H1,
the findings demonstrate that U incentives and U monitor-
ing may not be unwelcome by the distributor, as it may
defer to the manufacturer’s expertise regardless of depen-
dence levels. However, greater replaceability undercuts the
manufacturer’s ability to enforce agreements, consistent
with notions that a weak supplier’s threat of sanctions is
less credible and unlikely to yield compliance.

Regarding H2, manufacturers’ relative dependence is
found to moderate the relationship between the U processes
and conflict in the case of U incentives (H2a: β=.44,
t=3.22, p=.001) and U enforcement (H2c: β=.28, t=1.96,
p=.051), but not in the case of U monitoring (H2b:
β=−.19, t=−.90, p=.337). A supplier’s financial induce-
ments and enforcement efforts generate disputes since
resellers may resent intrusions into their business as they
have no particular need to comply with directives of a
replaceable supplier. In contrast, dependence asymmetry
does not further intensify the disruptive impact of monitor-
ing. Since firms often agree ex ante on monitoring guide-
lines (Eisenhardt 1989), increasing or diminishing
dependence may not play as important a role in creating
disagreements.

B processes and relative dependence We find good support
for H3, which focuses on B processes and coordination.
The interaction with B incentives indicates a weaker

Table 2 Summary statistics and correlation matrix for measurement scales

Statistic and scale name 1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11.

Mean 3.5 4.2 3.3 4.9 4.1 5.6 4.3 2.9 4.0 4.20 −.20
Standard deviation 1.55 1.33 1.38 1.13 1.25 1.05 1.20 1.08 1.16 1.34 1.85

Construct reliability .85 .87 .90 .86 .87 .91 .90 .86 .84 .82 .91

Average variance extracted .59 .68 .69 .66 .68 .71 .79 .60 .57 .60 .77

1. U incentives

2. U monitoring .45b

3. U enforcement .16b .41b

4. B incentives .34b .43b .12a

5. B monitoring .44b .58b .26a .47b

6. B enforcement .26b .37b .09 .68b .42b

7. Coordination .31b .50b .06 .51b .49b .47b

8. Conflict .17b .17b .20b −.10 .09 −.34b −.18b

9. Market volatility .12a .17b .11 −.01 .09 −.12a −.04 .25b

10. Transaction specific invest. .41b .58b .23b .40b .36b .31b .34b .21b .15a

11. Mfg. relative dependence .11 −.10 −.11 −.06 −.05 −.10 −.14a .11 .16a .02

a Sig. at .05
b Sig. at .01
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relationship with coordination as a manufacturer’s relative
dependence increases (H3a: β=−.81, t=−3.03, p=.003),
and the interaction with B enforcement indicates a
stronger relationship when a manufacturer’s relative
dependence increases (H3c: β=.95, t=2.54, p=.011),
however, the interaction with B monitoring is not
significant (H3b: β=.22, t=1.12, p=.263). Findings are
consistent with our notion that manufacturers in relatively
high dependent situations are less motivated by longer-
term equity but continue to respond to current obligations
stemming from strong reseller relations. H3b may have
been insignificant because the parties in asymmetric
relationships anticipate a shorter time frame to the
exchange, lessening the importance that future-targeted
investments meet partner expectations.

Regarding H4, these hypotheses test the extent that B
processes and relative dependence affect conflict; we find
good support for these predictions (H4a: β=.70, t=2.32,
p=.021; H4b: β=−.37, t=−1.63, p=.105; H4c: β=−.76,
t=−1.79, p=.074). As manufacturers’ relative dependence
increases, social controls appear to lessen conflict by
improved efficacy of internal monitoring due to greater
attentiveness to partner expectations and by enhanced social
enforcement due to greater sensitivity to normative obliga-

tions. However, the shorter relationship horizon associated
with dependence asymmetry renders B incentives less
effective in motivating firms to overlook inequities,
intensifying conflict.

Discussion

Achieving high levels of coordination with minimal
conflict is an important channel management objective
(Rangan and Bell 2006). Yet because manufacturers are
often highly dependent on resellers, they find it challeng-
ing to control the nature and scope of marketing activities
that resellers perform. Theory indicates channel member
activities are controlled not only by one firm’s unilateral
controls but also by socially-based forces. Because the U
and B control approaches operate through specific control
processes, the effect of increased manufacturer relative
dependence on key channel outcomes is not straightfor-
ward. In investigating this important issue, our research
reveals the unique impact manufacturers’ increasing
relative dependence has on the efficacy of control-based
governance.

Table 3 Results of moderated regression analysis

Coordination Conflict

Std. Coeff. t-val. p-val. Std. Coeff. t-val. p-val.

Covariates:

Volatility −.05 −1.09 .279 .10 1.79 .075

Transaction specific investments .02 .32 .747 .12 1.92 .056

Independent variables:

Mfg. relative dependence −.27 −.93 .353 −.01 −.02 .982

U incentives .01 .25 .806 .11 1.85 .065

U monitoring .17 2.71 .007 .18 2.41 .017

U enforcement −.13 −2.55 .011 .16 2.78 .006

B incentives .14 2.23 .027 .08 1.16 .247

B monitoring .24 3.92 .000 −.03 −.39 .694

B enforcement .23 3.94 .000 −.28 −4.12 .000

Interaction effects:

Mfg. relative dependence × U incentives −.09 −.70 .483 .44 3.22 .001

Mfg. relative dependence × U monitoring .11 .59 .556 −.19 −.90 .337

Mfg. relative dependence × U enforcement −.21 −1.66 .097 .28 1.96 .051

Mfg. relative dependence × B incentives −.81 −3.03 .003 .70 2.32 .021

Mfg. relative dependence × B monitoring .22 1.12 .263 −.37 −1.63 .105

Mfg. relative dependence × B enforcement .95 2.54 .011 −.76 −1.79 .074

F F(15,298)=14.25, p=.000 F(15,298)=6.88, p=.000

R2 .422 .251

Radj.
2 .392 .213
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Our findings show that relative dependence undercuts
the effectiveness of certain U and B processes while
enhancing the effectiveness of others, largely supporting
our dual suppositions that each control process operates
through a specialized behavioral mechanism and that these
underlying mechanisms are differentially impacted by
relative dependence. In high dependent situations, the
effectiveness of U incentives and enforcement is question-
able; manufacturers generate more conflict when they
attempt to direct reseller behaviors by providing extra
financial incentives and enforcing agreements, reflecting
the way relative dependence erodes their basis of authority.
Likewise, dependent manufacturers that unilaterally enforce
agreements reduce, not increase, coordination. In terms of
socially-based controls, greater relative dependence is
revealed to harm the efficacy of B incentives, compatible
with the lower utility that long-run equity is expected to
have for highly dependent manufacturers. In contrast,
relative dependence enhances the effectiveness of B
monitoring and enforcement, consistent with our concep-
tion that relative dependence makes the manufacturer more
attentive to reseller needs.

Managerial implications

Our data broadly support that a supplier both exerts
authority-based controls and is subject to socially-based
controls as it attempts to manage its brand, even under
conditions where resellers have relatively low levels of
dependence on the supplier. This suggests supplier
management can contribute to channel effectiveness by
carefully considering how governance mechanisms yield
differential effects. Specifically, four ways managers might
craft more effective approaches are suggested by our
analysis.

First, managers will benefit by recognizing that certain
unilateral governance processes lose efficacy when the
supplier lacks the necessary foundation to support control.
This is particularly the case for contractual enforcement,
since without a basis for influence the authority detailed
in a contract is less effective at aligning channel tasks.
Despite the legality of a contract, a highly dependent
supplier that presses for compliance will encounter
resistance and experience dysfunctional outcomes. Since
reliance on a legalistic approach by dependent suppliers is
met with less coordination and more conflict, such
managers are advised not to rely on U enforcement.
Rather, U monitoring is shown to be a robust approach to
supplier-based control since its effects are unaffected by
dependence asymmetry. However, even monitoring has a
downside and should be used cautiously since greater
coordination is purchased at a price of greater disputes
and disagreements.

Second, given that many U processes are less effective in
situations of high relative dependence, this might serve as a
warning that the relationship may not be salvageable.
Suppliers with marketing programs requiring tight align-
ment of sales and distribution activities may experience
poor outcomes from U control due to the negative
consequences of dependence asymmetry. While managers
may increase incentive schemes in anticipation of motivat-
ing supportive behaviors by resellers, we suggest this might
be wasteful when constrained by high dependence. In fact,
given our finding that the incentive-to-conflict relationship
strengthens in high dependence conditions, suppliers that
offer additional monetary-based incentives might, in fact,
be hurting themselves. Instead, managers might consider
appropriate exit strategies when relations are highly
unbalanced and lack a social basis for governance.

Third, managers should note that relationship-based
approaches may also be useful when at a dependence
disadvantage. Awareness of the role played by social forces
is of particular importance as hierarchical governance
becomes less effective under dependence asymmetry. For
social-based processes, self-monitoring of investments
dampens conflict, while social enforcement both inhibits
conflict and enhances coordination, as the supplier’s
dependence rises. Thus, managers may look for opportuni-
ties to expand the social dimension of the relationship to
improve outcomes.

Fourth, we note an interesting exception to this gener-
alization. Despite positive aspects of B monitoring and B
enforcement under high relative dependence, B incentives
operate differently. As the relationship becomes unbal-
anced, suppliers recognize the vulnerability of the
exchange, reducing the likelihood and utility of obtaining
longer-run payoffs from their stronger channel partner. Due
to the relative ease of being replaced, managers may be less
motivated to overlook short-term inequities, dampening
relationship outcomes.

Contributions to theory and research

Our research attempts to develop a comprehensive ap-
proach to channel control by integrating elements of social
control theory with those of governance theory. Bringing
these streams of literature together reveals the complexity
permeating hierarchical and social control mechanisms.
Control theory brings into focus the roles played by a
supplier as it attempts to manage the distribution of its
brand. Coordination and conflict are a consequence both of
the supplier’s explicit controls and its response to socially-
based controls. In turn, governance theory further explicates
the notion of dual controls as it highlights underlying,
common processes accounting for U and B approaches of
control-based governance. By specifying the processes of
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channel control, governance theory provides the insight
necessary to elaborate on and add substance to control
theory.

Beyond conceptual integration, another contribution lies
in our developmental effort to advance the measurement of
control-based governance at the process level. While Heide
(1994) theorizes that “interfirm relationships require that
certain subprocesses be carried out” (p. 76), issues of
operationalization largely remain an open challenge. U
processes have received some attention in the literature, but
the social theory underpinning B governance has far
outpaced measurement. Consequently, our research expli-
cates both approaches of control in a way that permits a test
of their nomological role in channel performance. Our
fieldwork provided the context to define and operationalize
U and B processes consistent with extant theory. For U
processes, we note one firm incents its partner through
payments, monitors its partner using standards of behavior
that meet its own expectations, and enforces obligations
upon its partner. For B processes, firms are socially
incented by their relationship’s fairness and equity, socially
monitored by employing standards for their behavior that
meet partner expectations, and socially enforced by
pressures to comply with normative obligations. Our pre-
test permitted further scale development and testing that
combined our field observations with prior measurement
approaches. In our major data collection, the psychometric
qualities of the U and B measures are demonstrated and
their nomological validity tested in a model of channel
outcomes.

Additionally, our findings contribute to a more fine-
grained understanding of the role dependence asymmetry
plays in channel governance. In extant theory, high relative
dependence is destructive: “dependence asymmetry nega-
tively influences performance” (Palmatier et al. 2007,
p. 175) and “relationships that are asymmetric in depen-
dence and power are more dysfunctional, less stable, and
less trusting” (Kumar et al. 1995, p. 348). In our view,
relative dependence is not uniformly corrosive; rather its
impact is more nuanced, having both positive and negative
effects on governing mechanisms. In terms of the control-
based elements of governance, we theorize relative
dependence alters the firm’s reaction to U and B channel
controls, specifically to the processes of incenting, moni-
toring, and enforcing.

The empirical findings support our conceptualization
that a firm’s relative dependence weakens the efficacy of its
U controls by undercutting its authority and legitimacy. As
a supplier’s relative dependence increases, its U incentives
aggravate conflict while U enforcement aggravates conflict
and reduces coordination, consistent with the reseller’s
diminished reliance on and attentiveness to the supplier-
controller. However, we demonstrate negative and positive

effects that supplier relative dependence has on the efficacy
of B controls. In this situation reduced efficacy is shown for
B incentives which tend to lower coordination and increase
conflict. The empirical result reflects the supplier’s short-
ened time horizon, weakening the motivational properties
of long-run equity and fairness associated with strongly
bonded relationships. In contrast, the supplier, when highly
dependent, is shown to be more responsive to the social
control processes of B monitoring and enforcement. High
relative dependence by the supplier makes it more attentive
and responsive to self-monitoring information and to
normative obligations to the stronger partner, greatly
enhancing the efficacy of the social controls.

Limitations

The scope of this research presents formidable challenges in
terms of specification, measurement, and testing. There
may be questions of the generalizability of the findings
because our data are limited to an industrial distribution
setting. By extending the context in which the data are
gathered (e.g., retailers, electronic intermediaries, interna-
tional middlemen), a broader and more comprehensive
analysis of control-based governance can be undertaken to
further evaluate our findings. Second, our developmental
approach to specifying and measuring the B processes of
control-based governance raises a number of issues. While
theorists agree that social pressure and expectations control
behavior, the application and measurement of governance-
oriented social controls in a channel context has not been
fully resolved. Consequently, relying on field work and
extant literature, we operationalize B governance processes
in a manner consistent with our research purpose. We
acknowledge our empirical approach to B incentives,
monitoring, and enforcement reflects our particular research
intent and does not preclude alternative operationalizations
of these key social control mechanisms. In fact, we offer
our B measures as an initial attempt while encouraging
future researchers to improve and refine our efforts. Third,
our model specifies relative dependence as the sole
moderator of the relationship between governance process-
es and channel outcomes. Although theory recognizes
asymmetric dependence as a potent force in channel
relationships, the extant literature is replete with additional
factors worthy of examination such as structural issues
(e.g., contractual arrangements, vertical integration) and
process issues (e.g., trust, commitment).

Considering governance from a control perspective has,
we believe, added explanatory power to the channel
management process and increased understanding of how
bilateral partnerships remain aligned. It has also allowed us
to examine relative dependence and its important implica-
tions in today’s channel environment. Clearly, researchers
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must continue to analyze the forces responsible for
managing and directing channel members; such analyses
are necessary if we are to understand how channel controls
can best be managed to enhance distribution effectiveness.

Appendix

Item descriptions

U Incentives a (Distributor Receives Very Little of ...
Distributor Receives a Great Deal of)

Beyond our standard incentives, this distributor
receives...

1. Extra incentives to increase their selling effort for our
product.

2. Extra dollars for their use in local promotional activities
that help promote our product.

3. Extra monetary assistance for targeted events that help
promote our product.

4. Extra incentives to work harder in support of our
products.

U Monitoring (Strongly Disagree ... Strongly Agree)

1. Besides sales volume, we monitor this distributor on a
number of specific performance standards.

2. We monitor this distributor’s specific achievements for
our brand on a regular basis.

3. To judge this distributor’s accomplishments, we peri-
odically monitor the outcomes of its selling efforts.

4. We monitor this distributor’s attainment of specific
performance standards on an ongoing basis.

5. Wemonitor how this distributor sells our existing products.
6. We monitor the way this distributor responds to its

customer’s needs.

U Enforcement (Never ... Frequently)
In dealing with this distributor…

1. We rely on our agreement, where it applies, to resolve
disagreements with this distributor.

2. We refer to any agreements we have when attempting
to influence their actions.

3. We remind them of any obligations stipulated in our
agreement.

4. We make it clear that they are to conform to our
agreement should differences arise between us.

B Incentives (Strongly Disagree ... Strongly Agree)
For both firms in this relationship...

1. The confidence that any short term financial inequities
will be made up over time serves as a strong incentive
for both firms to cooperate.

2. The confidence that the financial benefits will be fair
over the long run serves as a strong incentive for both
firms to cooperate.

3. The confidence that the investments made in the
relationship today will pay off over the long run serves
as a strong incentive for both firms to cooperate.

B Monitoring (Strongly Disagree...Strongly Agree)
In this relationship…

1. Each firm monitors its own investment of financial
resources into the relationship, to ensure it meets the
expectations of its partner

2. Each firm monitors the level of personnel resources it
invests in the relationship, to ensure it meets the
expectations of its partner.

3. Each firm monitors its own intentions to make future
investments in the relationship, to ensure it meets the
expectations of its partner

B Enforcement (Strongly Disagree ... Strongly Agree)
In this relationship, it is expected that...

1. Our shared expectations serve to enforce our business
agreements.

2. The strength of our relationship will keep the parties
honest in dealing with each other.

3. We will work together to resolve any discrepancies that
may arise.

4. We will keep our promises to each other because we
value our partnership.

Coordination (Strongly Disagree ... Strongly Agree)
Regarding our day-to-day activities...

1. The marketing activities of our two firms are organized
effectively.

2. Efforts to market our product are consistent with one
another.

3. The marketing activities between our firms are well timed.

Conflict (Never...Frequently)

1. Personnel from our two firms express differences over
how to handle the details of our business.

2. The amount and type of resources that this distributor
allocates to our brand causes tension between us.

3. We disagree with this distributor over how each firm’s
respective goals can be best achieved.

4. We have disputes with this distributor over how our
product is represented.

Market Volatility (semantic differential response scale)
Describe the business environment in this distributor’s

territory for your products.

1. Stable environment—volatile environment
2. Certain—uncertain
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3. Stable market conditions—erratic market conditions
4. Predictable demand—unpredictable demand

Manufacturer’s Relative Dependence (Strongly Disagree
... Strongly Agree)

Values determined by subtracting parallel items regard-
ing distributor’s dependence on the manufacturer from the
manufacturer’s dependence on the distributor.

1. (If our relationship ended, we would have difficulty
replacing the income this distributor provides.)—(If our
relationship ended, this distributor would have difficul-
ty replacing the income they generate from our product
line.)

2. (We are very dependent on this distributor.)—(This
distributor is very dependent on us.)

3. (It would be difficult for our firm to replace the sales
and profits this distributor generates.)—(It would be
difficult for this distributor to replace the sales and
profits generated by selling our product line.)

Transaction Specific Investments (Strongly Disagree ...
Strongly Agree)

1. Our firm has made substantial investments of personnel
resources in support of this distributor.

2. We have dedicated a great deal of time and effort to
training this distributor on how to represent our product
line.

3. We have dedicated substantial investments to helping
this distributor develop its territory.

a all items have a 1 to 7 response scale.
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