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Abstract Considerable extant research demonstrates the
benefits of trust in buyer-seller relationships. More recent
research points out downsides of the vulnerability inherent
with trust. Recognizing this dilemma of trust, partners may
offset the vulnerability of trust with verification strategies—
efforts to produce information relevant to the exchange
relationship. This research examines the use of three types
of verification strategies—monitoring, assurances, and
corroboration—which may be employed to safeguard
against the vulnerability of trust. When control mechanisms
like trust and information are combined, they may
complement one another and enhance performance or
function as substitutes, be redundant or compete, and
consequently detract from performance. Emerging theory
on combined modes of governance provides insights. We
draw on this theory and develop hypotheses proposing that
combinations of trust and verification may enhance or

detract exchange performance—depending on the specific
verification strategy. The hypotheses are tested on a sample
of 230 buyer-supplier relationships. Results of the research
provide some support for the proposed relationships and
yield implications for the management of cooperative
exchange relationships.
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In the past two decades both scholars and practitioners have
increased attention on the performance implications of
cooperative exchange relationships brought about and
managed through various mechanisms including trust.
Participants in exchange who trust one another reportedly
may obtain a variety of performance related benefits
including: (1) eliminated duplication of activities (Scanzoni
1979), (2) system and transaction savings (Ouchi 1980;
Dore 1983; Noordewier et al. 1990; Sako 1992), (3)
enhanced adaptability (Zand 1972), (4) lower opportunism
(Rindfleisch and Moorman 2003); (5) greater commitment,
cooperation, collaboration, interaction, integrative bargain-
ing, loyalty (and less propensity to switch), relationalism,
satisfaction, and anticipated long-term interaction (Agustin
and Singh 2005; Anderson and Weitz 1989; Cannon and
Perreault 1999; Chiou and Droge 2006; Doney and Cannon
1997; Ganesan 1994; Grayson et al. 2008; Jap and
Anderson 2003; Morgan and Hunt 1994; Palmatier et al.
2008), (6) a greater willingness to explore opportunities and
implement decisions (Golembiewski and McConkie 1975),
(7) a share of a customer’s purchases (Ahearne et al. 2007),
service usage (Maltz and Kohli 1996) and sales perfor-
mance overall (Palmatier et al. 2008). Together, this and
other research suggests that trust can enhance relationship
quality and facilitate performance in exchange.
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At the same time, some scholars have begun to question
the trust-performance linkage. Citing the failure rate of many
“close” and trusting exchange relationships, Anderson and
Jap (2005) report on what they and others (Grayson and
Ambler 1999) refer to as the “dark side of close relation-
ships” or the anomaly that “close relationships [involving
trust] that seem the most stable can also be the most
vulnerable to decline and destruction” (p. 75). For example,
in highly trusting relationships, partners may hold back
negative or critical information-limiting opportunities for
learning how to enhance performance (Selnes and Sallis
2003). After reviewing a diverse set of literature, Atuahene-
Gima and Li (2002) warn there is insufficient empirical
evidence to support the positive relationship between trust
and performance and warn “trust may be in danger of being
‘oversold’ and inappropriately used in practice” (p. 61).

In many exchange relationships, certain forms of malfea-
sance are only possible where trust allows the opportunity
for advantage taking. Atuahene-Gima and Li (2002, p. 62)
note that “...trust carries a risk of betrayal, [and] may lead to
illegal and immoral pursuits...”. At the extreme, trust
provides the sine qua non circumstance upon which many
forms of extreme misconduct rely (e.g., embezzlement, some
types of telemarketing fraud, Ponzi schemes, and insider
trading). Kramer (2009) suggests that while trusting others
served humanity in evolution, this readiness to trust makes
humans likely to make mistakes when conferring trust.
Consequently we trust too much and often become victims
of unscrupulous behavior.1 More common to many market-
ing exchanges, however, are circumstances involving less
reprehensible forms of misconduct and advantage seeking
that nevertheless may still affect performance in a relation-
ship. For example, while a customer firm may trust one of its
suppliers, the supplier may take advantage of that trust and
shirk on promises to deliver product on time, provide quality
that meets expectations, charge “market” prices, or keep
agreed upon service obligations. In each case, the party’s
violation of the other’s trust can lead to adverse outcomes
that lower desired exchange performance.

In search of an explanation for the divergence of
findings relating to trusting or close relationships and
performance some scholars speculate that trust may play a
dual role in commercial exchange. While trust may both
enable and empower a relationship to achieve beneficial
outcomes, trust also creates conditions of vulnerability that
increase the ability of a supplier to act opportunistically or
engage in other actions that undermine performance. More
specific reviews of the literature on trust reveal that scholars
in various fields have long described what may be called
the dilemma of trust—the quandary that together with its

positive benefits, trust entails vulnerability and potential
adverse outcomes in the event that a trusted partner takes
advantage of misplaced trust (Atuahene-Gima and Li 2002;
Deutsch 1958; Hamel 1991; Kramer et al. 1996; Kramer
2009; Luhmann 1979; Zand 1972).

Given the dilemma of trust, what should a party to an
exchange relationship do to help obtain the benefits of trust
while safeguarding against its potential challenges? We
propose that firms in exchange relationships produce
information about a partner’s performance and intentions
(Mayer et al. 1995; Rose 1995). The information based
approach is captured in the well-known phrase “trust but
verify”—which reflects trusting exchange partners’ attempts
to address the vulnerabilities inherent in trust by producing
relevant information. Literature across a wide range of
disciplines suggests at least three verification strategies may
be used to safeguard commercial exchange in this fashion:
(1) monitoring a supplier’s outputs, (2) openly sharing
information, or (3) actively monitoring the supply market,
including current and potential suppliers, for information
(Abbott 1993; Rose 1995; Heide et al. 2007; Ittner et al.
1999; Merchant 1990).

While each of these three verification strategies has a
direct effect on a supplier’s performance, our primary focus
is to understand how each strategy (together with the
information it yields) operates in combination with trust—
or a lack of trust. Theory suggests two approaches when
governance modes are combined. The substitution view
(Williamson 1991; Granovetter 1985) dominates governance
thinking and proposes that multiple control mechanisms are
redundant and therefore inefficient. The higher transaction
costs of multiple governance mechanisms result in lower
performance. For example, in transaction cost economics,
market governance is preferred unless an exchange involves
a high level of asset specificity—at which point the market
fails and a hierarchical solution of vertical integration or
detailed contracts (Stinchcombe 1985) becomes the optimal
governance choice (Williamson 1985). The complementarity
perspective contends that governance may be crafted with
multiple mechanisms that address different governance
problems and complement or reinforce one another and
offer superior control (Heide et al. 2007; Lazzarini et al.
2004). The latter perspective typically considers a broader set
of performance outcomes, emphasizing effectiveness in
addition to traditional efficiency concerns.

Extant research finds support for both the substitution
and complementarity views—some combinations of gover-
nance operate to enhance performance while other combi-
nations detract from performance. For example, formal
modes of governance and overt monitoring may signal
distrust and encourage shirking on performance, and
shirking may be more possible when an exchange partner
is more trusted (Ghoshal and Moran 1996; Macaulay 1963).

1 The Madoff Ponzi scheme uncovered in 2008 relied on customers’
trust of Bernard Madoff.
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One explanation for the deterioration in performance is that
formal modes of governance “crowd out” the benefits of
social norms inherent in trusting relationships (Frey 1997;
Wang et al. 2008). On the other hand, some combinations
complement each other to enhance performance (Lazzarini
et al. 2004). Poppo and Zenger (2002) suggest that
relational governance reduces risk, enhances commitment,
and fills in governance gaps not adequately protected by
contracts—operating in combination to enhance perfor-
mance. Drawing on these theories and prior empirical
research, we hypothesize the beneficial and detrimental
effects on performance when trust combines with different
modes of information production. Trust but verify?—
maybe, but it depends on the verification strategy.

Thus, we contribute to the literature on exchange and
governance by: (1) describing the dilemma and duality of
trust and how they generate a need for verification, (2)
showing how verification strategies may combine with trust
to enhance or detract from a supplier’s performance, and (3)
extending emerging research on the use of multiple forms
governance within specific relationships (Bradach and
Eccles 1989; Cannon et al. 2000). We begin by explaining
the dilemma of trust, and how this dilemma influences trust
and performance in relationships. Next, we develop the
rationale for a series of hypotheses predicting how trust and
verification affect performance. We then describe an
empirical study which tests these predictions across a
sample of 230 buyer-supplier relationships. The results of
the study provide support for a number of the predicted
relationships. Each is discussed with implications for
research and practice advanced.

Trust and performance in exchange: the dilemma
of trust

The vast literature on trust conceptualizes it in various
ways, including calculative assessments of the various
qualities held by a trusted partner that reflect the partner’s
trustworthiness. Such qualities include the partner’s reli-
ability, integrity, honesty, credibility and benevolence,
among others. Morgan and Hunt (1994, p. 23), for example,
define trust “as existing when one party has confidence in
the exchange partner’s reliability and integrity.” Drawing
on prior work addressing interfirm and group relationships
(Ganesan 1994; Kumar et al. 1995), Doney and Cannon
(1997, p. 37) define trust as the “perceived credibility and
benevolence of a target of trust.” Similarly, others (e.g.,
Geyskens et al. 1998; Grayson et al. 2008) define trust as a
belief that an exchange partner is benevolent and honest.
Conceptions of trust common to both the interfirm and
interpersonal domains capture the widely held view that
trust involves the willingness to rely upon another, which

has as its basis an expectation that the motives, intentions
and behavior of the trusted partner are worthy of one’s trust
(i.e., they are trustworthy) (Blois 1999). Defined in this
fashion, trust may be viewed as existing along a continuum
with higher levels of trust exhibited through stronger views
as to the trustworthiness of an individual or institution,
based upon calculations of their relevant motives, intentions
and behaviors.

Trust and performance

Extensive interest in trust within marketing has in part been
motivated by the widely held view that trust plays an
important and positive role in the performance of ongoing
exchange relationships. Performance in this context
includes outcomes considered important in the relationship
and compared to what might be obtainable in other
relationships. In the buyer-seller context such attributes
include among others the level of product quality provided,
delivery performance, provision of service or technical
support, and assessments of the total value received
(Lehmann and O’Shaugnessy 1974; Wilson 1994).

At least a modest level of trust exists in all modern
commercial relationships (Ring and Van de Ven 1992). Yet
higher levels of trust provide more general benefits to
exchange—acting as an “extremely efficient lubricant” for
exchange (Lorenz 1988, p. 198). Similarly, Luhmann
(1988, p. 95) suggests that trust provides “a solution for
specific problems of risk” that may arise in exchange.

Within marketing and its related disciplines, scholars
studying interfirm relationships theorize that the confidence
and expectation building qualities of trust nurture more
effective interaction and supportive performance within
cooperative exchange, while trusting behavior itself can
help to reduce transaction costs and foster more efficient
interaction. A buyer’s trust that a supplier will perform, for
example, is thought to yield efficiencies through mitigating
transaction costs that would otherwise occur in the absence
of trust (Noordewier et al. 1990; Sako 1992). More
effective performance is also thought to result given the
positive effects of the buyer’s enhanced confidence in the
seller’s performance and through the added value obtained
from expectations regarding the seller’s benevolence
(Anderson and Weitz 1989; Ganesan 1994; Morgan and
Hunt 1994). Some researchers also believe that trust may
impact performance in such relationships by serving as a
substitute for more formal mechanisms of governance
(Rindfleisch and Heide 1997) or alternately as a form of
governance in its own right (Bradach and Eccles 1989;
Gundlach 1994).

Yet the strong normative bias in favor of trust has been
called into question (Anderson and Jap 2005; Grayson and
Ambler 1999). Atuahene-Gima and Li (2002) point out that
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studies conducted across a variety of contexts within
marketing (i.e., interpersonal, intergroup, interfirm, etc.)
find that trust only modestly predicts performance (Smith
and Barclay 1997), both positively and negatively affects
performance depending on the context (Dahlstrom and
Nygaard 1995) or is unrelated to performance (Crosby et al.
1990; Doney and Cannon 1997; Aulakh et al. 1996). Other
marketing scholars raise questions about opportunism and
the potential for shirking or opportunism in highly trusting
and close relationships (Anderson and Jap 2005; Selnes and
Sallis 2003). Other reviews (Dirks 1999) raise similar
questions.

The dilemma of trust One explanation advanced for the
divergence of empirical findings describing the relationship
of trust and performance is what may be called the dilemma
of trust—the recognition that by granting trust in an
exchange, one may reap benefits but also be vulnerable to
an opportunistic partner. For trust to be conceptually
relevant in exchange, there must be an actual possibility
of loss (Gambetta 1988). Conferring trust involves the
regulation of one’s dependence in such a way as to actually
increase one’s vulnerability to the actions of another whose
behavior one cannot control (Zand 1972; Deutsch 1962).
This vulnerability opens the trusting party to potential harm
(Kramer 2009).

The dual potential of trust for performance has also been
identified as one reason why some cooperative exchange
relationships fail and many that seem stable are often
vulnerable to destruction and decline. Analyzing a number
of failed relationships, Anderson and Jap (2005) find, for
example, that while trust helped manage the relationships
more efficiently, it ultimately provided the opportunity for
trusted suppliers to “systematically cheat their clients on an
ongoing basis” (p. 76).2 Ironically, trust provided the
pathway to a darker side of buyer-supplier relationships
(Grayson and Ambler 1999). The duality of trust as a
lubricant, making relationships more efficient, also creates
vulnerability and a potential road to opportunism and lower
performance.

The performance implications of trust and verification
strategies in buyer-supplier relationships

The dilemma of trust provides an important basis and
motivation for investigating the managerial arrange-

ments adopted by exchanging parties in trusting
relationships and the implications of such arrangements
for performance. The inherent weaknesses and vulner-
abilities of trust as a governance mechanism suggest it
may be supplemented by other mechanisms (Gambetta
1988). Others have also called for the investigation of
these arrangements. Geyskens et al. (1998, p. 245), for
example, urge researchers to “explore more complex
interactive patterns relating to trust.” Relatedly, Moorman
et al. (1993, p. 94) counsel that “how trust operates in
conjunction with other relationship factors such as ...
controls warrants greater research attention.”

One avenue for supplementing the mechanism of trust
and its inherent vulnerability may be through the produc-
tion of information relevant to the relationship and
exchange. As pointed out by Mayer et al. (1995) and
others (Atuahene-Gima and Li 2002, p. 62), among other
factors “the risks inherent in trust arise ... because there is
incomplete information about other people’s intentions.”
Rose (1995, p. 535) and others (see Lewis and Weigert
1985), point out that in economic exchange, trust “asks for
assurances and monitoring.”

Theories from economics of information provide insights
for understanding how information may be produced to
address the dilemma of trust. Information of particular
relevance in trusting relationships includes knowledge
about the performance capabilities of the other party,
information regarding the other party’s intended behavior
and information from third parties concerning the trusted
party. Marketing scholars have also emphasized the role of
information production to address exchange vulnerability
(Aiken and Boush 2006; Bergen et al. 1992; Heide et al.
2007; Rao and Monroe 1996). In these circumstances,
information supplements and fills in gaps created by trust
(cf. Blois 1999).

Verification efforts in trusting relationships

The literature on information economics starts with the
assumption that exchange participants often possess
information in differing amounts, leading to asymme-
tries of information. Such situations create uncertainty
and other problems in the performance of an exchange
(e.g., adverse selection, moral hazard, etc.). A disad-
vantaged exchange partner may respond to this asym-
metry and vulnerability by producing information
relevant to the exchange. These observations have been
made in marketing and other literature (Bergen et al.
1992; Lippman and McCall 2001; Rose 1995). A key
contribution of the information economics literature is the
description of how participants solve these problems with
information. Signaling theory describes how an exchange
participant may affirmatively share with others informa-

2 These factors are further exacerbated given that as found by these
researchers, “partners also remain surprisingly loyal within business
relationships... dealers who believe their trusted supplier has abused
them often react with resignation, silence and even loyalty” (Anderson
and Jap 2005, p. 76).
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tion about themselves (i.e., signal) in an effort to resolve
uncertainty stemming from asymmetries of information
(Spence 1973). And screening theory explains how a
participant may attempt to collect information about an
exchange partner (i.e., screen) to rectify this uncertainty
(Spence 1973).

Beyond the foundational insights derived from infor-
mation economics, other theories also address the
production of information in exchange—and informa-
tion’s role in governance and control. This includes
work that examines: (1) the information based command
and control strategies associated with a specific form of
governance arising from transaction cost and agency
theory, (2) the information related dimensions of
governance found in relational exchange theory, and
(3) the information based communication strategies
characterizing power exercise in dependent relationships
found in resource dependence theory. In the case of
transaction cost theory, for example, applications in
marketing teach that verification efforts are commonly
associated with market based governance (Heide and
John 1990) where monitoring accompanies hierarchical
structures (Gilliland and Bello 1997; Celly and Frazier
1996; Stump and Heide 1996; Wathne and Heide 2000)
and information disclosure is found in the context of
hybrid forms (Macneil 1980; Williamson 1985, 1991).
Similar insights arise from agency theory, which con-
templates control strategies in the context of alternative
principle-agent contracts. In particular, behavior-based
contracts rely on monitoring while outcome-based con-
tracts emphasize verification to achieve control (Jensen
and Meckling 1979). Relational exchange theory on the
other hand contemplates information sharing as one of 28
overlapping norms which define relational exchanges
(Macneil 1980). Finally, considerable work on resource
dependence emphasizes the differing communication
(including information) strategies which distinguish the
nature of power exercise in interdependent relations
(Frazier and Sheth 1985; Frazier and Summers 1984;
Mohr et al. 1996).

As to more specific understanding of the nature of
information strategies found in trusting relationships,
scholarship in international relations provides insights that
explicitly contemplate strategic interactions involving
trust.3 Included in this literature are references to strategies
for the production of information captured under the

popular phrase “trust but verify” (Abbot 1993).4 Differen-
tiated by their strategic orientation and locus of implemen-
tation, three information (i.e., verification) strategies are
identified: monitoring, assurance and corroboration (Abbott
1993; Snidal 1985; Stein 1982). Table 1 describes these
information production strategies in the context of mar-
keting exchanges. In this respect, and paralleling con-
ceptions in information economics, verification of one’s
trust in an exchange partner may be conducted, for
example, through observing the partner in an effort to
evaluate their capabilities and motives (i.e., monitoring),
gaining the assurance of the partner’s capabilities and
motives through mutual information sharing (i.e., assur-
ance) and/or seeking out information from a third party
that confirms the partner’s capabilities and motives (i.e.,
corroboration) (see Abbott 1993; Rose 1995).

Trust but verify?—Matching verification mode with level
of trust

Drawing on these bodies of thought, a key contention
advanced in this study is that while efforts toward
verification can yield information helpful for addressing
the quandary associated with trust, the ultimate implication
of verification efforts for performance varies depending on
the type of verification strategy employed and the level of
trust present in an exchange. We examine the direct effects
of each of the verification strategies in Table 1 and also
suggest how each operates in combination with trust. A
graphic overview of our research is presented in Fig. 1. Our
contentions are consistent with more general insights
developed in marketing (Heide et al. 2007; Noordewier et
al. 1990; Wang et al. 2008) and related fields (Ittner et al.
1999; Poppo and Zenger 2002) that contend performance in
an exchange is enhanced when congruence is present
between the mechanisms of governance employed and the
underlying circumstances of the exchange.

Performance and monitoring The observance of a partner’s
actions relating to exchange conduct and activities against
implicit or explicit benchmarks provides one information
strategy for addressing the dual implications for perfor-

3 The international relations literature has relevance for the study of
marketing exchange relationships given it addresses “strategic
situations ... involving a relationship of interdependence among a
relatively small number of actors” (Abbott 1993, footnote 4). Many
exchange relationships involve such circumstances, e.g., marketing
channel, buyer-seller.

4 “Trust but verify” was made famous through President Ronald
Reagan’s approach and statement to then General Secretary Mikail
Gorbachev during talks concerning strategic arms control in the late
eighties. When asked whether he trusted the overtures being made by
Gorbachev, Reagan replied “Doveryai, no proveryai,” translated as
“trust but verify” (New York Times, June 12, 1987, A12). Illustrating
Reagan’s appreciation for the complexities of trust, the phrase went on
to become a lexicon of U.S. arms control policy during the Reagan
era. The phrase has since served as a touchstone for scholars and
others fascinated by the anomalies of trust and its relationship to other
strategies of governance within interdependent exchanges (cf., Krass
1985).
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mance that attend trust in an exchange relationship (Ouchi
1979). Monitoring involves those procedures designed and
incorporated within the relationship by one party to acquire
information and ascertain a partner’s actual performance
(Anderson and Oliver 1987; Heide 1994; Wathne and
Heide 2000).

In the buyer-supplier procurement context, formal supplier
evaluation reflects a form of monitoring and involves the
design and application of standardized, internal procedures for
observing the supplier’s performance directly and recording
the results of these observations against explicit or implied
benchmarks (Ouchi 1979). This can include procedures to
ascertain the supplier’s quality, formal evaluations of the
supplier’s service quality, or evaluation and recording of the
delivery performance against predetermined standards.

As a general approach, monitoringmay be characterized as a
unilateral strategy for obtaining information concerning the
actions of a partner. In contrast to alternatives, monitoring is
implemented by one party versus jointly conducted (i.e.,
assurance) or externally acquired (i.e., corroboration). While
less formal and extensive procedures may be employed, to its
furthest degree, monitoring involves supervisory activities

designed to assess a partner’s performance across all aspects
of an exchange relationship (Noordewier et al. 1990).

Monitoring identifies specific aspects of a partner’s
performance which may be targeted for improvement.
Monitoring can also provide performance incentives for
the supplier through making it explicit that performance
measurement is being conducted. Such activities help to
enhance performance through simulating the control and
enforcement benefits found within integrated hierarchies
(Stinchcombe 1985).5 Following this reasoning, we predict:

H1: In an exchange relationship, monitoring through
procedures for formal evaluation has a positive effect
on a partner’s performance.

Performance implications of monitoring and trust Alth-
ough obtaining information through formal supplier evalu-
ation efforts can enhance performance in an exchange, the
specific nature of this association may be dependent upon
the extent of trust found in the relationship. In circum-
stances involving lower levels of trust by a party, more
extensive evaluation is likely to provide added advantages
for securing a partner’s performance in an exchange.

5 Indirect evidence of the performance enhancing benefits of at least
one form of monitoring is provided by Noordewier et al. (1990). In
their study of OEM purchasers, monitoring during the execution of
an exchange agreement was conceptualized to be an element of
relational governance. Their results suggest increasing the relational
governance (including monitoring) of an exchange under conditions
of high uncertainty leads to enhanced inventory and administrative
performance.Figure 1 Trust and verification strategies in buyer-supplier relationships.

Table 1 Strategies of verification

Concept description Governance
orientation

Locus of
implementation

Operationalization in buyer-supplier
exchange

Representative
research

Monitoring

Procedures designed and incorporated
within an exchange relationship by one
party to acquire information and ascertain
a partner’s activities and conduct.

Unilateral Individual Formal supplier evaluation: Formal
collection of information on product
quality, delivery, price, support services,
etc., through inspection
and evaluation processes.

Ittner et al. 1999;
Merchant 1990;
Heide et al.
2007

Assurance

Efforts by parties within an exchange
relationship to assemble and share
with their partner information concerning
their activities and conduct

Bilateral Dyadic Information exchange: Sharing
of proprietary knowledge, joint planning
and sharing of cost, supply and demand
information

Heide and John
1992; Macneil
1980

Corroboration

Attempts by one party to seek
out information external to an exchange
relationship for evaluating and assessing
the activities and conduct of an exchange
partner

Trilateral Network (e.g.,
Market)

Actively monitoring the market: Checking
price and quality against competing
vendors, multiple sourcing, market
comparisons, soliciting competitive
bidding.

Abbott 1993;
Anderson and
Oliver 1987
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Absent a high level of trust that the partner will perform as
expected, the additional control and enforcement benefits of
procedures for more extensive monitoring can yield out-
comes that help to enhance performance. These outcomes
include providing for alternative or substitute sources of
confidence in the exchange, compensating for the lack of
trust and helping to create incentives for the partner to
perform as expected (Jaworski 1988).

In the buyer-supplier context, adopting procedures for
monitoring the actions and outputs of a supplier provides
for an alternative source of confidence in the relationship,
particularly when the supplier’s credibility is low. Often a
buyer must rely on a supplier’s word or commitment about
whether it can deliver by a certain date, produce to a certain
quality level, or provide a high level of after sale support.
The existence of formal evaluation procedures for monitor-
ing these outcomes provides an added source of confidence
on the part of the buyer, helping to enhance performance.
Such procedures also provide an additional incentive for the
supplier to live up to its promises as expected (Ouchi 1979).

In circumstances involving higher levels of trust, however,
the performance implications of combining formal supplier
evaluation with trust is less clear. As a strategy, monitoring
involves unilateral actions which can be considered intrusive,
in some cases resisted and in other cases result in dysfunc-
tional outcomes (Merchant 1990). In circumstances involving
higher trust, a trusted supplier may view the extensive
reference to and use of such strategies as an attempt at
control and may interpret such actions as taking away the
supplier’s independent decision authority (Murry and Heide
1998). The use of overt monitoring may be viewed by a
supplier as incoherent (Wang et al. 2008) or inconsistent with
the atmosphere in a high trust relationship and as such is
harmful to exchange outcomes. The more heavy handed
approach can discourage the voluntary willingness to
cooperate and long-term perspective in a high trust relation-
ship—such that the monitoring “crowds out” the benefits
inherent from trust (Frey 1997). These lines of thought
suggest that the positive effect of increased monitoring on
performance may be attenuated at higher levels of trust—as
the two modes may be redundant and operate as substitute
mechanisms. We predict:

H2: In an exchange relationship, the positive effect of
monitoring on performance weakens at higher levels of
trust.

Performance and assurances In contrast to monitoring a
party to obtain information about its motives and capabil-
ities, assurance involves exchange participants’ efforts to
affirmatively provide information in an effort to clarify their
partner’s expectations, reduce their uncertainty and/or
elevate their confidence. Assurances can range from

specific statements to more general disclosures of informa-
tion. In this respect, efforts at assurance entail a party
expending effort and resources to assemble information
concerning its own activities and volitionally conveying
this information to another (Abbott 1993). Closely allied
with information exchange as conceived within the rela-
tional contracting framework (Macneil 1980), bilateral
assurances involve the sharing of information with another
(Cannon and Perreault 1999). As commonly practiced,
assurance includes the provision of information that
provides added knowledge regarding the partner’s inten-
tions, actions and performance. As a result, assurances
through the open information exchange may be expected to
facilitate positive outcomes for performance.

In the buyer-supplier context, information exchange
includes affirmative statements as well as more general
approaches that result in the open sharing of information
about proprietary insights, relevant data on costs, product
design decisions, or supply and demand forecasts. Parties
may share such information in a bilateral sense through
both providing information to one another about their
activities and signaling their cooperative intentions.

Considerable work in marketing has examined and/or
documented the performance enhancing benefits of infor-
mation exchange (Heide and John 1992; Boyle et al. 1992;
Gundlach and Achrol 1993; Noordewier et al. 1990;
Gundlach et al. 1995). In related work, assurances through
information sharing and exchange have been found to lead
to improvements in product quality (Emshwiller 1991) and
aid in the development of new products (Magnet 1994).
Negotiations characterized by information sharing have
also been observed to result in more optimal outcomes for
both parties (Clopton 1984). Information exchange has also
been reported to be associated with higher levels of
relationship commitment—with buyers more likely to
increase purchases from suppliers (Cannon and Homburg
2001). These findings and the prior explanations suggest
the following main (and baseline) effect for the relationship
of information exchange and performance:

H3: In an exchange relationship, information exchange
has a positive effect on a partner’s performance.

Performance implications of assurance and trust While we
predict information enhances performance, the specific
nature of this relationship may also be dependent on the
level of trust held by a party. In less trusting circumstances,
a buyer is likely to require more credible and objective
sources of information. Low trust in the relationship
undermines the clarity, confidence building and uncertainty
reducing processes expected to result from the sharing of
information, thereby moderating its positive implications
for performance. Simply put, the information obtained may
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not be “trusted,” frustrating the positive effects of informa-
tion exchange.

In contrast, information produced in more trusting
relationships should be viewed as more credible and be
acted upon. Under such circumstances, information
obtained in this manner provides added clarity, builds
confidence and reduces uncertainty about how a party will
perform, thus bolstering trust’s positive performance qual-
ities while safeguarding against its attendant vulnerabilities.
In high trust relationships, information exchange may
suffice to provide these advantages. Trust complements
information exchange—and both function better in the
presence of the other. This suggests that the positive effects
of information exchange on performance will strengthen at
higher levels of trust in a relationship.

H4: In an exchange relationship, the positive effect of
information exchange on performance strengthens at
higher levels of trust.

Corroboration and performance Where parties obtain
information from sources external to their relationship in
an effort to make comparative evaluations of relationship
performance they rely on corroboration (Abbott 1993).
While conceptualizations vary (Heide and John 1990), we
define corroboration as a party’s efforts to seek out
information external to their relationship for evaluating
and assessing the conduct and activity of an exchange
partner. In this fashion, efforts to obtain corroborating
information may be considered a trilateral strategy involv-
ing an informational source external to the dyadic relation-
ship (e.g., the market or network) used internally by one
party for comparative purposes.

In the buyer-supplier context, external information
sources are frequently based on utilizing the market as a
source of information. A common technique in buyer-
supplier relationships is to actively monitor the market for
information regarding the quality of products and prices
charged by a focal supplier, comparing these with alterna-
tive sources of supply (e.g., price catalogs, sales presenta-
tions) or through securing competitive bids (Bunn and
Clopton 1993). Buyers often utilize multiple sources of
supply to generate and validate outside information about
production, costs, and quality of particular supplies; the
information from one supplier can be used to calibrate
information from an alternative source (Monczka et al.
2008). Reliance upon a sole source and failing to consider
alternatives may be argued to comport to the absence of full
external efforts at corroboration.

In terms of performance, beyond the specific benefits
extending from obtaining added information through
verification concerning an exchange partner relative to
others, the process of verification itself can motivate

performance by bringing to bear in a relationship the
performance enhancing incentives of the “market.” As a
strategy, efforts at actively monitoring the market provide a
method for obtaining information and serve as a basis for
evaluating an exchange partner’s performance against
others in the market. To the extent these efforts reveal that
better performance may be obtained elsewhere, they can
serve to motivate a current partner to insure and enhance its
own performance in the exchange. In this context, the
prospect of losing business serves as a strong incentive for
performance. Indeed, in some relationships a primary
purpose for engaging in efforts to corroborate a partner’s
motives and capabilities is to provide continuous motiva-
tion for the partner to perform. Following this line of
reasoning we predict the following main effect:

H5: In an exchange relationship, actively monitoring
the market has a positive effect on a partner’s
performance.

Performance implications of actively monitoring the market
and trust While actively monitoring the market can help to
motivate and incentivize performance, the specific nature of
this relationship may further be dependent on the level of
trust in the relationship. In trusting relationships, efforts at
corroboration are likely to be more effective in those
circumstances involving low trust. As mentioned, corrob-
oration brings to bear in the relationship the performance
enhancing incentives of the “market.” With trust lacking,
the implicit threat of business loss that accompanies the use
of corroboration efforts is likely to motivate the partner to
perform as expected.

However, in circumstances involving higher levels of
trust, because of its trilateral nature, efforts to corroborate a
partner’s intentions and capabilities may have the potential
of working at cross-purposes to trust. As with monitoring,
validating a partner’s performance and behavior by utilizing
the implicit threats of other suppliers may conflict with
those values inherent to trust and the enhanced relational
qualities it engenders, resulting in the frustration of its
positive performance implications. In essence, the process
of corroboration itself may be perceived as incoherent and
inconsistent with the high trust atmosphere in the relation-
ship (Wang et al. 2008). More formal modes of governance
can signal distrust and may encourage shirking (Ghoshal
and Moran 1996; Macaulay 1963), which result in the
crowding out of the benefits of relational exchange and
trust (Frey 1997; Poppo and Zenger 2002). In higher trust
relationships the implicit threat of the market mechanism—
that an alternative source of supply may be used, or in the
case of utilizing multiple suppliers, more business may be
shifted to another supplier—may be viewed as a less
credible threat, yielding less motivation to perform.
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Together, this reasoning suggests that the positive effect of
increased verification on performance may diminish as trust
reaches higher levels in a relationship.

H6: In an exchange relationship, the positive effect of
actively monitoring the market on performance weak-
ens at higher levels of trust.

Method

As a basis for empirically examining the performance
implications of information and trust in trusting relation-
ships and testing the predicted relationships, a U.S. field
study of buyer-supplier relationships was conducted. The
sample and data collection method, measurement develop-
ment and data analysis procedures employed in the study
are described subsequently.

Sample and data collection

Sample frame Data were collected from a U.S. sample of
buying organizations, each of which reported on its
relationship with a particular supplier. The sample of
respondents was drawn from across a variety of business-
to-business exchange relationships (see below) in order to
minimize the effect of industry specific practices and
enhance the generalizability of the results.

Key informants Preliminary interviews ascertained that
purchasing professionals met the criteria of being knowl-
edgeable about the phenomenon under study (Campbell
1955). Typically, purchasing professionals have responsi-
bility for understanding the supply market, managing
supplier relationships, and monitoring and evaluating
supplier performance, and work at the nexus of the buying
center (Heide and John 1992).

Sample and unit of analysis The sample comprised 1007
members of the National Association of Purchasing
Management. Its members are purchasing professionals
engaged in procurement for organizations which have a
primary business in manufacturing, distribution, services
and government. The questionnaire directed these inform-
ants to select and report on a particular supplier relation-
ship. Informants were asked to report on the “main supplier
your firm chose for the last purchase” with which they were
involved. This procedure avoided potential selection bias
by respondents and assured respondent familiarity with the
supplier.

A total of 28 of the mailings were returned due to wrong
addresses or because the addressee no longer had contact

with suppliers. In all, 231 completed surveys were received
for a 24% response rate, a rate slightly below some studies
of trust in business markets (Doney and Cannon 1997;
Ganesan 1994) and higher than another (Morgan and Hunt
1994). One response was deleted because of excessive
missing data, leaving a total of 230 relationships for
analysis.

The above procedures produced a broad variety of
different types of buyers and sellers. While most buying
firms were engaged in manufacturing (59%), the sample
also included producers of services (including utilities and
financial and educational institutions), distributors, and
government agencies. Seller firms were primarily manu-
facturers (56%) and distributors (36%). Relationships
averaged 11 years in length, although 15% were less than
2 years and 20% were more than 20 years long.

Informant qualification The quality of informant reports
was evaluated by a series of questionnaire items which
assessed each informant’s confidence in their ability to
respond to the questionnaire items, level of involvement
with the supplier, and knowledge of their firm’s dealings
with the supplier (Kumar et al. 1992). While two
respondents reported only modest involvement with the
supplier (below the seven-point scale’s midpoint), no
responses were below the midpoint on the other two
indicators. Thus, all 230 responses were deemed qualified
and subsequently used for assessing nonresponse bias and
for the measure analysis. The means on these three
informant quality items were 6.5, 6.5, and 6.4.

Nonresponse bias Potential nonresponse bias was assessed
using three separate tests. First, a pretest was used for
measure development and to compare alternative forms of
distribution of the questionnaires. In one condition, the
researchers contacted 45 purchasing managers to solicit
their participation—of this group 34 returned completed
questionnaires (76%). In a second condition, 362 purchas-
ing managers were mailed a questionnaire without pre-
notification, and 123 (34%) responded. Mean responses in
each group were compared across relevant variables
including characteristics of the respondents (e.g., percent-
age in managerial positions, involvement with supplier) and
the business relationship (e.g., age of the relationship,
number of seller representatives with contact). No differ-
ences were found, providing no evidence of differences
between respondents and nonrespondents and supporting
the view that nonresponse bias would not be a concern, and
the final questionnaire was distributed by mail without
prenotification.

As a second test, responses in the final sample were
compared with those from the high response rate, phone
prenotified, pretest group. Finally, early and late respond-
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ents in the final sample were compared on the same set of
variables used in the previous tests (Armstrong and Overton
1977). For each of the comparisons across the three tests,
no significant differences in means or proportions were
found, suggesting nonresponse bias was not a concern.

Common method bias When a research study gathers data
from a single respondent, there is the possibility of common
method bias affecting the interpretation of the results. A
priori, this study utilized different types of scales across the
measures and reverse worded items. Still, while common
method bias is unlikely when interaction effects are tested
and some hypotheses predict negative relationships (Slater
and Atuahene-Gima 2004), we conducted two ex post tests
to evaluate this possibility in these data. First, we compared
a marker variable, unrelated to the variables in this study
(“How involved are you in your firm’s dealings with this
supplier?”), and found it uncorrelated with all constructs in
this study (Lindell and Whitney 2001; Malhotra et al.
2006). We also used a confirmatory factor analysis
approach to Harmon’s one-factor test (Podsakoff et al.
2003; Sanchez and Brock 1996). The rationale for this test
is that if common method bias threatens results, then a
single latent factor should explain the manifest variables as
opposed to the hypothesized measurement model. A chi-
square difference test found significantly improved fit for
the five factor model (χ2 (10)=2754.51p<.01), suggesting
no concern for common method bias. An exploratory factor
analysis found many factors derived and explained 66.6%
of the variance, while a single factor explained only 20.5%
of the variance. Together these tests, and the correlation
matrix including both positive and negative correlations,
suggest that common method bias is not a concern with
these data.

Control variables Central to our definition of trust was the
need to distinguish its effects from dependence. Therefore,
in addition to the theoretical constructs, we included
measures of two aspects of dependence as control variables.
In the organizational buying context of this study, two key
aspects of buyer dependence are: (1) the importance of
supply for a product and (2) the costs to switch to an
alternative supplier. By controlling for the effects of
dependence in the relationship, the empirical study provides
a stronger test of the proposed relationships.

Measurement development procedures

The focal constructs for this research represent business
practices that reflect the theoretical constructs identified in
the literature. Each measure was developed following
standard psychometric scale construction and evaluation

procedures (Anderson and Gerbing 1988; Churchill 1979).
Multi-item scales were generated based on a review of the
literature and interviews with marketing and purchasing
personnel and were refined through a series of pretests.
Some of the scales have been previously published.

Item scale construction A number of steps were taken in
constructing the measurement scales employed in the study.
The first version of the questionnaire was administered to
six purchasing managers, who were interviewed immedi-
ately afterward by a researcher. Next, sixteen participants in
an executive education seminar completed the survey.
Finally, 407 members of a regional purchasing association
were mailed the survey and the 157 responses were
analyzed. At each stage items and instructions were
modified and refined. The final questionnaire still included
a large number of items for each construct, and the
psychometric properties of the final measures were assessed
and further purified with confirmatory factor analysis
procedures using LISREL VIII (Jöreskog and Sörbom
1993) as well as traditional methods (e.g., coefficient alpha
and adjusted item-to-total correlations). The actual meas-
ures used for the study are reported in the Appendix.

Item scale analysis Table 2 reports summary statistics and a
correlation matrix for the scales. These statistics show that
the scales exhibit sufficient variance and reliability. Reli-
ability of the measures ranges from .77–.89 for coefficient
alpha and .80–.91 on composite reliability. Though the
average variance extracted for the measure of information
exchange is slightly below the minimum recommended by
Bagozzi and Yi (1988), others meet this criterion.

Convergent and discriminant validity were evaluated
using confirmatory factor analysis procedures, except for
the measure of monitoring, which was constructed as a
formative scale. Because of the large number of items
relative to the sample size, confirmatory factor analyses
were performed separately for the theoretical constructs and
the control variables. The key fit statistics for the two
models are shown at the bottom of Table 2, and they
suggest these data fit the measurement model. In addition,
each indicator is statistically significant with parameter
estimates ranging from 9–16 times as large as the standard
errors. Together, these findings provide evidence of
convergent validity for the measures.

Evidence of discriminant validity was assessed through
three methods. First, we examined the estimated correla-
tions in the phi matrix to determine if the 95% confidence
intervals contain correlations less than one. In addition, we
performed a comparison of the nested confirmatory factor
models with correlation parameters constrained to 1.0
(Anderson and Gerbing 1988). Finally, we conducted the
more stringent test suggested by Fornell and Larcker
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(1981), which demonstrates discriminant validity by show-
ing that the average variance extracted exceeds the squared
correlation between all pairs of constructs. The results of
each test provided strong evidence of discriminant validity
between all pairs of constructs.

As a formative scale, formal supplier evaluation was
developed in collaboration with purchasing professionals
who understood the domain of different dimensions of
performance typically assessed. Indicator collinearity was
also evaluated. The highest variance inflation factor of 3.51
was well below the typical cut-off threshold of 10
(Diamantopoulos and Winklhofer 2001). The procedure
and assessment provide evidence of the scale’s validity.

Data analysis procedures

The proposed hypotheses were tested using hierarchical
moderator regression. Because many of the hypotheses
required demonstrating the presence of an interaction, the
analysis involved a multi-stage process. First, the set of
interaction terms were evaluated to determine whether they
added significantly to the explained variance of the model
(Cohen and Cohen 1983). This involved (1) an omnibus
hierarchical regression moderator test to determine whether
adding all three interaction terms explained significantly more
variance and (2) a series of nested tests that compare the main-
effects only model with the addition of each interaction term.

A final step in the analysis involved assessment of the
nature of the specific interactions. Procedures suggested by
Aiken and West (1991) for testing conditional effects were
followed. The presence of a significant interaction indicates
that the effect of an independent variable (i.e., a verification
strategy) is conditional upon the level of another indepen-
dent variable (i.e., trust). Through centering the data at its

mean, the “main effects” indicate the effect of the
independent variable at the mean level of the interacting
variable. By re-centering the data around a higher value
(i.e., one standard deviation higher than the mean), the
effects of an independent variable (i.e., an information
strategy) at a high level of another independent variable
(i.e., trust) is determined. This approach results in a more
detailed picture of the interaction effects.

Results

The results of the regression analysis are reported in
Table 3. The first column provides a baseline main-effects
only model. Tests for collinearity showed variance inflation
factors for each independent variable below 2.0, and well
below 10.0—the level at which one should be concerned
(Belsley et al. 1980). The initial model is statistically
significant and explains an adjusted 45% of the variance in
supplier performance.

The omnibus hierarchical moderator regression test
(Cohen and Cohen 1983) indicates that the inclusion of
the interaction terms significantly improves explained
variance in supplier performance (F(3,217)=2.71; p<.05).
These results indicate that the models in Table 3 can be
used to test the hypotheses involving the interaction terms.

Performance implications of verification strategies
in trusting relationships

Formal supplier evaluation H1 examines the effects of
monitoring through formal supplier evaluation on supplier
performance, predicting a positive main effect on perfor-
mance. Formal supplier evaluation simulates the control
and enforcement benefits found within integrated hierar-

Table 2 Mean, standard deviation, range, reliability, and correlation matrix for measures

Scale name Mean std Range Reliabilitya AVE 1 2 3 4 5 6

1. Trust of supplier 5.61 1.16 1–7 .81 / .84 .58

2. Monitoring with Formal Supplier Evaluation 4.94 1.28 1–7 n/a n/ab .16

3. Information Exchange 4.11 1.54 1–7 .77 / .80 .49 .30 .28

4. Actively Monitoring the Market 4.58 1.49 1–7 .77 / .82 .53 .10 .19 −.08
5. Supplier Performance 5.69 0.91 1–7 .85 / .86 .62 .65 .24 .33 .11

6. Importance of Supply 5.83 1.10 1.75–7 .83 / .89 .68 .06 .27 .13 −.03 .03

7. Switching Costs 4.77 1.51 1–7 .89 / .91 .72 −.10 .21 .16 −.32 .02 .27

Correlations>.11 (p<.05);>.16 (p<.01)
a Reliability statistics reported are coefficient alpha / composite reliability
b Reliability and average variance extracted are not appropriate tests for formative measures

Confirmatory factor analysis fit statistics for theoretical/control variable models: chi-square=207.08 w/ 96 d.f. (p<.01) / 38.21w/19 d.f.(p<.01);
RMSEA=.065 / .067; GFI=.91 / .96; CFI=.97 / .98; IFI=.97/ .98
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chies. Although a positive relationship was found, the effect
was not significant (β=.07; p=n.s.). Thus, the predicted
positive main effect of monitoring on performance is not
supported.

H2 predicts that the unilateral nature of monitoring
conflicts with the collaborative spirit inherent in trusting
relationships. The second column in Table 3 reports the
results of adding the trust x formal supplier evaluation
interaction term. The coefficient for the interaction term is
not statistically significant (β=.03), and after adjusting for
degrees of freedom, there is no incremental variance
explained by adding this term to the model. The results
do not provide support for H2.

Information Exchange H3 examines the effects of informa-
tion exchange on supplier performance. Information ex-
change enables both partners to better understand the
other’s performance capabilities and needs. Our findings
support the prediction of H3 for the main effect of assurance
in the trimmed model (β=.15; p<.01).

H4 predicts that the positive effect of information
exchange on performance strengthens at higher levels of
trust. Thus, H4 predicted an interaction between trust and
information exchange on performance. This prediction is
also supported. The incremental variance explained (Δ-
adjusted R2=.01), while modest, is statistically significant

(p<.05) as is the coefficient for the interaction of trust and
assurance (β=.10; p<.05).

Because H4 indicates that the positive effect of informa-
tion exchange is stronger at higher levels of trust, we follow
the procedures suggested by Aiken and West (1991) for
testing and exploring the nature of the conditional effects.
This was accomplished through re-centering the values for
trust at a level one standard deviation above (and below)
the mean. After making these adjustments, the coefficient
for the “main effect” of information exchange in each
model reflects the effect of information exchange at each
level of trust. The last two columns in Table 3 present the
results for higher and lower levels of trust. The results
provide further support (and explanation) for the hypothe-
sis, showing that at higher levels of trust, the effects of
information exchange on performance is positive and
significant (β=.23; p<.01). When trust is low, the effect
of information exchange on performance is not significant
(β=−.03; p=n.s.). Figure 2 graphically shows these effects.

Actively monitoring the market H5 examines the effect of
corroboration efforts through actively monitoring the market
on supplier performance. Actively monitoring the market
provides incentives for suppliers to perform at a high level.
Buyers generate information by utilizing multiple sources of
supply or seeking bids from other sources. The results support

Table 3 Results of moderated multiple regression, hypothesis tests, and effects at moderate, high and low levels of trust

Independent variables Baseline
model

Nested: trust*
Mon.

Nested:
trust* IX

Nested:
trust*AMM

Trimmed
model

High trust
(+1s.d.)

Low trust
(−1s.d.)

Theoretical Constructs—Main Effects

Trust of Supplier .59a .59a .59a .59a .60a .60a .60a

Monitoring with Formal
Supplier Evaluation

.07 (H1) .07 .07 .07 .08c .08c .08c

Information Exchange .15a (H3) .16a .14a .14a .10b .23a −.03
Actively Monitoring the Market .10b (H5) .11b .12b .09 .10b −.03 .22a

Theoretical Constructs—Interaction
Effects

Trust*Monitoring with Formal
Sup. Evaluation

.03 (H2)

Trust* Information Exchange .10b (H4) .09b .15b .08c

Trust*Actively Monitoring the
Market

−.11b (H6) −.10b −.18b −.11b

Control Variables

Importance of Supply −.06 −.06 −.06 −.06 −.06 −.06 −.06
Switching costs .08 .08 .08 .08 .09 .09 .09

F 32.65a 27.97a 28.81a 29.02 a 26.09a 26.09a 26.09a

Adjusted R2 .45 .45 .46 .46 .47

Δ Adjusted R2 .00 (H2)* .01b (H4)* .01b (H6)* .02 b

a p<.01; b p<.05; c p<.10 (t-tests are one-tail)

Table reports standardized parameter estimates

* F-test for the significance of the increase in proportion of variance explained after adding each interaction.
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the predicted main effect. The incremental variance explained
(Δ-adjusted R2=.01) and coefficient for the interaction term
(β=.10; p<.05) are both statistically significant.

H6 predicts that the positive effects of actively monitor-
ing the market weaken at higher levels of trust. The
interaction between trust and actively monitoring the
market is statistically significant (β=−.11; p<.05), provid-
ing support for H6. Moreover, following the previously
described procedures at higher and lower levels of trust, the
results provide further support for H6 and explain the
predicted effect: verification has no significant effect on
performance when trust is high (β=−.03; p=n.s.) but has a
strong impact when trust is low (β=.22; p<.01). These
findings are presented graphically in Fig. 3.

Discussion and implications

The importance of trust and its benefits in modern exchange
are not settled. Trust remains a complex and elusive

construct—worthy of more thorough analysis and a deeper
understanding. Prompted by reassessment of cooperative
exchange relationships involving trust, the unique nature of
trust has led to increasing interest and inquiry as to its
various properties and their implications for the manage-
ment and performance of such exchanges. In the current
study, we described the dilemma of trust or the understand-
ing that while providing benefits to exchange, trust also
involves the accepted potential of loss from adverse
outcomes that may occur in the event a trusted partner
takes advantage of another’s trust. Accepting this property
as an inherent aspect of trust within exchange relationships,
we empirically examined how a party, attempting to insure
expected performance in an exchange, may combine its
trust with verification efforts geared at obtaining informa-
tion about a partner. Three different verification strategies
common to exchange relationships and their implications
for performance at differing levels of trust were examined.
Drawing on research that examines how multiple gover-
nance modes may combine in a complementary manner to
enhance performance or may be redundant and detrimental
to optimum performance, we proposed and tested a series
of hypotheses employing a U.S. sample of purchasing
professionals.

Our findings reveal that depending on the level of trust
in a relationship, the three strategies used to gather
information combine with trust in different ways to affect
performance. Two of the verification strategies yielded a
direct, positive effect on supplier performance—assurance
through information exchange and corroboration through
actively monitoring the market. Yet as predicted, these
benefits were found to be contingent on the level of trust
and the specific information production strategy employed.
When buyers had a high level of trust in a supplier, the use
of information exchange further enhanced performance. On
the other hand, when trust was low, information exchange
provided no additional performance benefits. The interac-
tion of trust and actively monitoring the market was in the
opposite direction. When a supplier was highly trusted,
increased market monitoring had no effect on performance.
On the other hand, when trust of a supplier was low,
increased market monitoring enhanced the supplier’s
performance. Predictions regarding the role of formal
supplier evaluation were not supported.

Exchange management

Ranging from consumer to business exchange, virtually all
modern marketing relationships involve trust. Although
trust provides an important basis for these exchanges, trust
in another party also implies acceptance of the potential that
the trusted partner may not perform as expected. As a
result, those involved in trusting relationships may combine

Figure 3 Conditional effects of actively monitoring the market on
supplier performance at three levels of trust.

Figure 2 Conditional effects of information exchange on supplier
performance at three levels of trust.
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their trust with verification strategies to safeguard against
such outcomes and ensure optimal exchange performance.
Strategies intended to augment trust by producing informa-
tion provide one option for such an approach. For the
ongoing management of relationships involving trust and
relying on verification, the findings of this study provide
important implications.

Specifically, the findings of this study suggest that a
buyer’s selection of a particular verification strategy can
have implications for the supplier’s performance. Depend-
ing on the level of trust and the information approach
employed, differing performance implications attend their
combination. The findings indicate that for moderate and
higher trust relationships, assurance strategies are likely to
yield the greatest performance benefits. For lower trust
relationships, verification is likely to be the better choice. In
higher trust exchanges, the added confidence and confir-
mation of expectations provided through strategies of
assurance appear to bolster trust’s positive performance
qualities while safeguarding against its attendant vulner-
abilities. In lower trust exchanges, through use of verifica-
tion strategies, the incentive benefits of the market appear
to facilitate enhanced performance.

Use of information exchange in trusting relationships In-
formation exchange strategies are bilateral activities requir-
ing the cooperation of an exchange partner. As our results
suggest, information exchange and trust offer complemen-
tary governance benefits, thereby enhancing performance.
Such performance implications, however, are particular to
only moderate and high trust relationships. Under lower
trust circumstances, information exchange does not provide
significant enhancements to performance when combined
with trust. In all likelihood, under low trust circumstances,
information generated through information exchange has
less credibility and therefore may have little impact on
behavior. Those involved in trusting relationships should
recognize the benefits of assurance strategies for high trust
relationships, but also realize their shortcomings for low
trust exchanges (Williamson 1985).

Use of actively monitoring the market in trusting relation-
ships Actively monitoring the market through the use of
multiple suppliers or by regularly seeking bids or input
from other alternatives is a common purchasing practice.
As a verification strategy it relies on a network or market-
based approach and does not require the acquiescence or
cooperation of an exchange partner. Our results suggest the
performance benefits of verification primarily attend low
trust exchanges. In these exchanges, verification efforts
supplement trust through the incentives and workings of the
market. For higher trust relationships, verification did not

provide positive enhancements to performance. For these
exchanges, verification efforts may work at cross purposes
to trust, frustrating its performance enhancing benefits.
Those involved in trusting relationships should realize these
contrasting properties when combining verification strate-
gies with trust in their exchanges.

Use of formal supplier evaluation in trusting relation-
ships Finally, monitoring strategies generally involve a
unilateral activity, but they require the acquiescence and
involvement of the other party. Their use can be effective
through simulating the control and enforcement of a
hierarchy, but in the wrong circumstances they may be
viewed as intrusive and too extensive. In the current study,
though positively (but not significantly) related to perfor-
mance, the extensiveness of formal procedures for moni-
toring and evaluating a supplier did not provide significant
enhancements to performance when combined with trust.

We predicted the effects of trust and monitoring in
combination would be detrimental to performance (Heide et
al. 2007). Finding valid arguments that the two forms of
governance operated as substitutes and may be incompat-
ible, we proposed that the effects of monitoring would
diminish when trust was higher. These predictions were not
supported. An alternative argument could be made that trust
and monitoring complement one another and that a more
trusted supplier may take the input from formal supplier
evaluation in a more constructive manner, positively
influencing behavior and supplier performance (Liker and
Choi 2004). Perhaps both effects were operating—within
the same relationships or across relationships—cancelling
out an effect.

Finally, it is important to note that beyond information
gathering, in an effort to maximize the performance benefits
of trust and safeguard against the vulnerability of trust,
managers may also call upon other strategies of gover-
nance. Arrangements for the production of information are
just one alternative. Managers may also wish to consider
and evaluate other strategies for their performance implica-
tions relative to trust. At a basic level, these strategies
should either provide incentives and safeguards against the
violation of trust or serve to bolster and complement the
positive benefits of trust. Strategies that accomplish both
outcomes should be considered optimal.

Theory and directions for future research

The findings in the current study shed light on the nature of
trust and how trust operates in exchange relationships. The
dilemma of trust provides important insights in this respect.
While trust may be present, its presence does not typically
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result in the elimination of other modes of governance. The
acquisition of information may be used to partially offset
the risks inherent in granting trust or to complement the
trust that exists in the relationship.

The findings also contribute to the growing literature
on complex management forms of organization attendant
to cooperative exchange, e.g., plural forms governance.
Increasing attention in marketing focuses on exactly how
different mechanisms of governance work in combina-
tion (Cannon et al. 2000; Poppo and Zenger 2002),
acknowledging the plural forms thesis. There is a great
need to understand which mechanisms complement one
another and fill governance gaps—and which mechanisms
are redundant and inefficient. In this regard, the current
work helps to further our understanding of how and why
trust may operate in combination with other forms of
governance and, in particular, information production
which has a cost.

Researchers investigating trust in ongoing exchange
should also benefit from the conceptual focus, theoretical
development and empirical tests conducted in the current
study. To date, while acknowledging the accepted potential
of loss associated with trust, few researchers have focused
attention on the implications of this unique property from a
governance perspective. Continued research is suggested to
fully understand its implications, with further empirical
tests required to fully support the relationships proposed
and tested here. Several paths are encouraged including
elaboration and investigation of other methods through
which information may be obtained and the use of other
governance strategies.

The current study focused attention on the use of
different information production approaches that may
enhance performance. Prior conceptual development has
not emphasized the distinct nature of these strategies. The
framework of information production arrangements devel-
oped for the study distinguishes their strategic orientation
and locus of implementation. Future research may wish to
develop this framework further through adding other
information production approaches and highlighting their
differences, or through identifying information sources
prominent in other exchange contexts. The temporal nature
of trust and information sources could also be explored to
understand their use at different stages in the relationship
(Anderson and Jap 2005).

The results obtained for the study suggest the use of
differing information approaches results in unique out-
comes for performance when employed in relationships
possessing varying levels of trust. Future research may also
wish to investigate other strategies beyond information that
may be combined with trust for their performance implica-
tions. Drawing on various disciplines (e.g., economics, law,

and sociology), an emerging tradition in marketing empha-
sizes the multitude of approaches available for managing
exchange and how such approaches may be combined to
enhance performance. Research examining the nature of the
interrelationship between trust and these other managerial
mechanisms will help to gain a better understanding of
exchange overall.

Limitations

As with any study, the results of the current study must be
interpreted in the context of the limitations and constraints
which attend its concepts, design, measurement and
analysis. Though emphasizing theory development and
testing, the explained variance and coefficients obtained
for the predicted interaction effects of trust and information
production strategies are not substantively large. Yet in
hypercompetitive markets, managers frequently seek sour-
ces of even modest performance improvements. Inferences
extending from these interpretations should therefore be
considered more appropriate to the theoretical domain. In
addition, while the study includes various control variables
in an effort to strengthen the subsequent test of the
hypothesized relationships, other control variables may
have importance in explaining these associations. More-
over, though providing advantages to generalizability, the
use of an across industry sample of buyers and suppliers
can introduce uncontrolled error. In each case, additional
studies incorporating other controls and different samples
are needed to verify the obtained results.

In addition, notwithstanding efforts in measure develop-
ment and assessment, our measures could be improved
upon. As intimated, issues remain in the development of
measures which capture the concept of trust. In the current
study, reliance was given to items which captured in a
straightforward manner both trusting intentions and behav-
ior. More depth measurement of these aspects of trust may
provide stronger and more valid measures. In addition, our
measures of the various information production approaches
focus on particular aspects of each of these concepts. Other
aspects or broader operationalizations may provide distinct
results from those obtained. Our global measure of
performance may not fully capture the extensive aspects
of this construct—or the effects of trust and information
strategies on other dimensions of performance (e.g.,
efficiency aspects such as transaction costs and other
aspects of effectiveness). The measurement of some
constructs may also have benefitted with input from
multiple respondents or supplier side measures (Blois
1999). Future research might address these and other
limitations of this study and identify other insights about
the nature of trust in exchange.
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Appendix

Table 4 Measures

Scale Name (response cues) (source of scale)

Trust of Supplier (strongly disagree—strongly agree) (Doney and Cannon 1997)

This is one of the most trustworthy suppliers with whom we do business.

Sometimes this vendor is not completely honest with us. (R)

We trust that this supplier keeps our best interests in mind.

We sometimes find it necessary to be cautious with this supplier. (R)

Monitoring: Formal Supplier Evaluation (no formal procedures—extensive procedures)

product quality

delivery performance

price

sales, service, and/or technical support

total value received

overall supplier performance

Assurances: Information Exchange (very inaccurate description—very accurate description) (Cannon and Perreault 1999)

Proprietary information is shared with each other.

We will both share relevant cost information.

We include each other in product development meetings.

We always share supply and demand forecasts.

Corroboration: Actively Monitoring the Market (strongly disagree—strongly agree) (Cannon and Homburg 2001)

We usually get more than one bid when we purchase this product.

This supplier is our sole source for this product. (R)

We often check the price and quality of other vendors of this product.

We do not even consider other suppliers for purchases of this product. (R)

Performance of supplier (needs improvement—superior performance) (Cannon and Perreault 1999)

product quality

delivery performance

sales, service and/or technical support

total value received

Supply Importance (“Compared to other purchases your firm makes, this product is:”) (Cannon and Homburg 2001)

important—unimportant (R)

nonessential—essential

high priority—low priority (R)

insignificant—significant

Switching Costs (“... which term most closely reflects the difficulty in replacing this supplier”)

easy—hard

costly—expensive (R)

quick—time consuming

complicated—simple (R)

(R) Reverse-coded items
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