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Chapter 5

GENERAL DISCUSSION

5.1 INTRODUCTION

Transaction cost economics (TCE) is a theory that has repeatedly been invoked in the 
description and explanation of make-or-buy decisions and the concomitant economic 
structures, of which the hybrid vertical interfirm relationship is an example. Following 
TCE reasoning, a hybrid vertical interfirm relationship – a governance structure 
somewhere between the extremes of market and hierarchy - will be implemented where 
an independent supplier firm, due to semi-transaction specific investments, can aggregate 
demand from various client firms. However, beyond a modest level of environmental 
uncertainty, and despite economies of scale or scope, semi-specific technologies will be 
standardized or vertically integrated because of the proposed superior transaction cost 
minimizing properties of the market and the hierarchy. Accordingly, instead of being a 
viable answer to environmental  uncertainty, TCE predicts hybrid vertical relationships to 
dissolve because of environmental uncertainty (Williamson, 1979; 1985; 1986). 

It is Williamson himself who granted that in response to a regime of rapid innovations 
new hybrid forms of organization may appear, and more study concerning the relations 
between organization and innovation is needed (1985). Furthermore he argued that the 
TCE framework cannot be expected to capture more than mean features and extending 
it to include additional or substitute dimensions may sometimes be necessary (1986). To 
better understand the governance of hybrid vertical interfirm relationships, we elaborated 
the conventional TCE framework (‘received TCE’) and extended it to include additional 
and substitute dimensions (viz. the temporal, the cognitive, and the social dimension of 
exchange). In three studies we empirically tested the suggested extensions of received TCE. 

The temporal dimension assumes a dynamic perspective, where a continuous process 
of decision-making is necessary to adapt to ever-changing circumstances. Accordingly, 
an exchange relationship develops gradually over time and different contingencies are 
likely to lead to different configurations of governance. We further maintained that true 
dynamics require that one breaks through the traditional assumption in mainstream 
(neoclassical) economics of given preferences, given technology, and given knowledge 
that are in principal available to all. Through interactions with partnering firms the 
state of knowledge and preferences may change. As a result, the value of exchange 
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relations may lie not only (and perhaps not primarily) in satisfying wants according to 
present preferences and knowledge, but also (and perhaps primarily) in developing new 
perceptions, understanding and preferences. Learning constitutes a shift of knowledge, 
and is reflected in the cognitive dimension of exchange. Bonding and solidarity constitute 
a shift of preferences, and are captured in the social dimension. 

In the previous chapters we presented three empirical studies, where we focused on the 
exchange relationship rather than on transactions, and we challenged the assumptions 
with regard to knowledge, preferences and opportunism that are routinely made in 
received TCE. Trust and social exchange (the social dimension) formed the focal points of 
the first and second study (Chapters 2 and 3), while trust and social exchange (the social 
dimension), and knowledge transfer (the cognitive dimension) were the central issues 
of the third study (Chapter 4). In all studies asset specificity is put forward as one of the 
main constructs, supported by a mixture of legal and/or social enforcement mechanisms, 
as well as by benign intentions of the parties involved. In the remainder of this chapter we 
will summarize the main findings of these studies, discuss the theoretical, methodological, 
and managerial implications of our findings, and conclude with some reflections and 
suggestions for future research. 

5.2 MAIN FINDINGS

5.2.1 Determinants of supplier dependence
In Chapter 2 we focused on the market and hybrid relationships of one particular buyer, a 
Dutch manufacturer of office equipment. Data were obtained from 67 suppliers. Managers’ 
perceptions were explicitly taken into account, with several implications for the causal 
chain between asset specificity and governance structure. By taking perceived dependence 
as the dependent variable we were able to test the simultaneous effect of causes and 
conditions of dependence.  Two approaches to the explanation of perceived dependence 
were used. One approach was to take the supplier’s (gross) perceived dependence as the 
dependent variable, and to take the dependence of the buyer, as perceived by the supplier, 
as one of the explanatory variables (with the hypothesis of a negative effect). The alternative 
was to take net perceived dependence as the dependent variable, defined as the excess of 
the dependence the supplier perceives for himself over the dependency he perceives for 
the buyer.

From the analysis of net perceived dependence we found that suppliers perceive themselves 
as more dependent on the buyer than the other way round, which indicates an incomplete 
alignment of asset specificity and safeguards, and a supplier-perceived asymmetry in the 
relationship between buyers and suppliers. The analysis of gross perceived dependence, 
however, showed no significant effect of the perceived dependence of the buyer (by the 
supplier), which indicates that suppliers may not think in terms of balance and dependence. 

For net and gross perceived dependence the effect of asset specificity showed a positive 
and highly significant effect, which confirms the relevance of this aspect of TCE. For 
gross perceived dependence trust showed the expected negative effect.  Furthermore, as 
hypothesized, information exchange (private ordering) contributed negatively to gross 
perceived dependence, while contractual extensiveness (legal ordering) showed no effect. 
We reasoned that this is possibly due to firm-specific circumstance; standard clauses were 
widely used, and relation-specific tools were routinely paid for and owned by the buyer. 
Neither for net perceived dependence, nor for gross perceived dependence, the variables 
reflecting the time embeddedness of transaction relations contributed significantly. 

5.2.2 Effects of trust and governance on relational risk  
Based on our reflections of the first project we conducted a second study on the effect of trust 
and governance on relational risk (Chapter 3). The purpose of the study was to determine 
whether besides the instrument of governance, posited in TCE as related to coercion and 
to incentives, also trust has an effect on perceived relational risk. Compared to our first 
study we added more detail, dividing trust into two dimensions (viz. institutionalization 
and habitualization), and dividing the risk of dependence into the size and the probability 
of loss. Also the expectation of future exchange was measured directly, instead of being 
inferred from the length of the supply history. Supplier data were obtained from the Dutch 
microelectronics assembly industry (n=97). 

The data confirmed that the size and the probability of loss constitute two separate 
dimensions,  with different antecedents underlying each dimension. Our empirical results 
showed that trust, induced by institutionalization and habitualization, has a negative effect 
on the perceived probability of loss, rather than an effect on its size. Also for legal and 
private ordering (measuring the restriction of room for buyer’s opportunism) we found a 
negative effect on the perceived probability of loss, rather than an effect on its size. Moreover, 
the data revealed that the perceived probability of loss is further reduced when there is 
perceived continuity in a relationship based on past growth and future perspective. These 
findings indicate that besides governance as conceived by received TCE, which only looks 
at contractual coercion (legal ordering) and self-interested incentives (private ordering), 
trust is a significant additional source of governance between buyers and suppliers. 

In accordance with the results of the first study (Chapter 2), the supplier perceived supplier’s 
value to the buyer (and other indicators of perceived buyer dependence) did not show the 
expected effect on the probability of loss. The perceived continuity of the relationship, 
the partners share of sales, and the asset specificity of the investments (induced by the 
supplier) all showed the hypothesized positive effect on the size of loss. 

5.2.3 Interfirm absorptive capacity
The purpose of the study in Chapter 4 was to advance the understanding of interfirm 
absorptive capacity (ACAP). We shifted our orientation from transaction cost minimizing 
considerations (TCE) to joint value creation (RBV). We investigated which conditions 
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support the development and maintenance of interfirm ACAP and ultimately (contextual) 
ambidexterity. To that purpose we differentiated between potential absorptive capacity 
(PACAP), which is associated with explorative learning, and realized absorptive capacity 
(RACAP), which is associated with exploitative learning. We developed and empirically 
tested a model in which complementarity is considered as the antecedent of interfirm 
ACAP, and compatibility, connectedness, idiosyncratic investments, contracting and 
relational norms the generative mechanisms that mediate the relationship between 
knowledge complementarity and interfirm ACAP. Dyadic data were obtained from six 
selected industries (n=166). PLS results showed that the effect of complementarity on 
ACAP is at least partially mediated by the other determinants of relational rents, and 
that the estimated strengths of mediation, as well as the signs and sizes of the direct and 
indirect effects, are largely conditioned by the focal combination of ACAP dimension 
(PACAP or RACAP) and partner perspective (supplier or buyer perspective). Accordingly, 
our empirical results confirm the importance and necessity of conceiving ACAP as a 
multidimensional construct, and show that significant differences exist between the way 
the buyer and the supplier perceive the features of the same relationship. Furthermore, we 
found PACAP and RACAP to positively affect ambidexterity. 

5.3 THEORETICAL, METHODOLOGICAL, AND MANAGERIAL  
 IMPLICATIONS

5.3.1 Theoretical implications
The contributions of our findings are several. 

First, by taking the bounds to rationality more seriously than Williamson, we explicitly 
took into account managers’ perceptions when they decide for the optimal governance 
structure. Results show that the perception of dependence is not only influenced by the 
level of asset specificity and safeguards (as advocated in received TCE), but also by factors 
excluded from received TCE, such as negative network embeddedness and trust (Chapter 
2), and continuity, trust, and uncertainty avoidance (Chapter 3). These results endorse our 
suggestion that the perceptions of the parties involved have to be included in the analysis.

Second, our study falsified the claim from received TCE that trust is a redundant concept. 
Our findings indicate that trust, as well as instruments for governance posited in received 
TCE as related to contractual coercion (legal ordering), and to self-interested incentives 
(private ordering), affect perceived relational risk (Chapters 2 and 3). These findings 
indicate that besides governance as conceived by received TCE, trust is a significant 
additional source of governance between buyers and suppliers. 

Third, the study confirms the idea that relational risk has two dimensions: the size of 
loss, and the probability of loss. Where in Chapter 2 we investigated the determinants 
of the size of loss, in Chapter 3 we examined the determinants of both dimensions. Our 

empirical findings revealed that the measurements of size and probability of loss indeed 
represent separate dimensions, with different drivers underlying each dimension. By 
explicitly differentiating between the probability and size of loss we were able to assess 
the impact of continuity on perceived dependence. Instead of an ambiguous effect on net 
dependence, continuity showed a positive effect on the size of loss, and a negative effect 
on the probability of loss.

Fourth, this thesis extends prior empirical research on the multidimensionality of ACAP 
to an interfirm setting. To our knowledge we are the second study that captures the 
multidimensionality of ACAP and measures the construct directly, and the first study 
that applies the full construct to an interfirm setting. We split the ACAP construct into 
two dimensions (PACAP and RACAP). Discriminant validity measures, and  substantial 
different antecedents underlying each dimension, confirmed the importance and necessity 
to conceive ACAP as a multidimensional construct. 

Fifth, our results confirm that a relationship must deviate from the attributes of an arm’s-
length relationship, and thus must be (to some extent) lasting  to enhance its explorative 
and exploitative learning capabilities, that ultimately lead to ambidexterity. As widely 
acknowledged, complementarity creates the potential for interfirm learning, but - as 
our study shows - its effect on PACAP and RACAP is at least partially mediated by the 
combined effect of the remaining determinants of relational rents (viz. the connectedness 
between both partners, the partner’s mutual investments in idiosyncratic resources, and 
the relationship’s governance mechanism). 

Sixth, PACAP and RACAP were found to positively affect ambidexterity, which supports 
our idea that the value of a transaction relation may lay not only (and perhaps not 
primarily) in satisfying wants according to present preferences and knowledge, but also 
(and perhaps primarily) in developing new preferences, perceptions and understanding. 
Furthermore, the positive effects confirm the nomological validity of the newly developed 
ACAP measures. 

Seventh, we found idiosyncratic resources and relational norms to be among the drivers 
of joint value creation, which indicates that TCE’s inclination toward too much focus 
on asset specificity as a potential source of opportunism, while neglecting the beneficial 
governance and value-adding properties of trust, works counter-productively in a study of 
hybrid vertical interfirm relationships.

Finally, in their comparative analysis of the theoretical perspectives of interorganizational 
relationship performance, Palmatier et al. (2007) excluded the knowledge-based view of 
the firm from their analysis. Although they claimed that focusing on this perspective may 
be especially fruitful, they excluded it for the reason that only limited extant marketing 
research was based on this perspective. Additionally, Inkpen and Currall (2004) 
concluded that although trust, control, and learning are three of the most important and 
studied concepts in the alliance and joint venture literature, the relationship between 
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trust, control, and learning have not been linked in a systematic fashion, leaving gaps in 
the theoretical understanding of the relationship among these concepts. Our study adds  
to both perspectives. 

5.3.2 Methodological implications
In our view the perceptual differences between relationship partners reflect the stringent 
boundaries to the rational capabilities of human decision-makers. Managers can only 
advance on the basis of their own imperfect perceptions. Hence, from a managerial 
perspective perceptual differences are ‘real differences’, rather than measurement 
inconsistencies (see also Ambrose et al., 2010). 

Our results reveal significant differences in the way buyers and suppliers perceive 
the relationship they are part of. From our dyadic perspective the supplier data show 
significantly higher values, while the buyer data reveal higher path coefficients, indicating 
a higher sensitivity for the dimensions involved. Since the dimensions under consideration 
neither reflect ‘the identity of the individual firms’, nor ‘dissimilar access to information’ 
(see section 4.6.3), our findings challenge the claim that under this condition one can 
refrain from dyadic data collection (Oosterhuis et al., 2013). 

Literature reveals that (1) where dyadic data are gathered, significant differences are 
common; (2) typically suppliers are more satisfied with the relationship than buyers; (3) 
although there is some evidence of congruence on behavioral dimensions, this is less 
evident on attitudinal aspects; (4) buyers have greater expectations and less commitment 
in the relationship, and; (5) there are perceptual differences regarding the requirements 
and the performance of the relationship (Ambrose et al., 2010). Our study matches these 
findings, showing (ad. 1) significant differences exist for seven out of nine dimensions; 
(ad. 2) more favorable supplier values for all seven dimensions; (ad. 3) no congruence on 
neither behavioral, nor attitudinal dimensions; (ad. 4) lower buyer values on relational 
norms, and; (ad. 4 and 5) lower buyer values on PACAP, RACAP and ambidexterity  
(see Table 4.4).

Our empirical findings indicate that perceptual dyadic data obtained from the viewpoint 
of one partner are likely to be ‘biased’ by the perceptions of that partner, and may not apply 
to the relationship as a whole. Furthermore, the way the characteristics of a relationship 
contribute to relationship success is likely to be influenced by the different interests and 
needs both partners may have in the relationship. Accordingly, especially when perceptual 
data are involved, data from both sides of the dyad are required to grasp the real features 
of the relationship.

5.3.3 Managerial implications
In Chapters 2 and 3 we paid attention to perceived dependence and the perceived size and 
probability of loss to cover the risks involved in cooperation between firms with different 
objectives. In Chapter 4 we shifted our attention to the joint creation of value within the 
buyer-supplier relationship and investigated which conditions support the development 

and maintenance of interfirm ACAP and ultimately (contextual) ambidexterity. From our 
findings it becomes apparent that idiosyncratic resources, legal ordering, and relational 
trust are central constructs, that determine the level of perceived dependence and the  
joint creation of value. 

From a TCE line of reasoning the managerial implications are rather straightforward. 
Our empirical results show that legal ordering and relational trust negatively affect the 
perceived probability of loss, while investments in idiosyncratic resources positively affect 
the perceived size of loss. Accordingly, in order to decrease relational risk, a firm may 
choose (1) to decrease the probability of loss, by increasing legal ordering and/or (2) by 
increasing relational trust, and/or (3) to decrease the potential size of loss, by decreasing 
its stake in specific assets. 

Although increasing legal ordering (ad. 1) was expected to negatively affect the explorative 
capabilities of the relationship, the supplier data showed no effect, while the buyer data 
showed the opposite effect. As expected, legal ordering showed a positive effect on the 
exploitative capabilities of the relationship, but only from the buyer perspective. From 
both partners’ perspective it became apparent that legal ordering does not mediate 
the relationship between complementarity on the one hand, and the explorative and 
exploitative capabilities of the relationship on the other. Accordingly, our findings suggest 
that a firm increasing legal ordering, in order to decrease the probability of loss, will at 
least not impair the explorative and exploitative capabilities of the relationship. 

From both partners’ perspective there is empirical evidence that there are positive direct 
effects between relational norms on the one hand, and the explorative and exploitative 
capabilities of the relationship on the other. As expected, the direct effects leveled off 
at higher values of relational norms. We also found - from both partners’ perspective 
– that relational norms mediate the relationship between complementarity and both 
ACAP dimensions. Accordingly, a firm increasing relational trust in order to decrease the 
probability of loss (ad. 2), will also leverage the explorative and exploitative capabilities 
of the relationship. This conclusion points at the uniqueness of relational governance as a 
governance mechanism: it creates value in the exchange relationship while economizing 
on transaction costs (Dyer and Chu, 2003). 

Decreasing the firm’s stake in specific assets (ad. 3) however, comes at a cost. Supplier 
data showed (I) a positive direct link between idiosyncratic resources and the exploitative 
capabilities of the relationship, and (II) idiosyncratic resources to mediate the relationship 
between complementarity and the exploitative capabilities of the relationship. From the 
buyer perspective we found (I) idiosyncratic sources to positively affect the explorative 
and exploitative capabilities of the relationship, and (II) idiosyncratic resources to 
mediate the relationship between complementarity and the explorative and exploitative 
capabilities of the relationship. Hence our findings show that a firm decreasing its stake in 
idiosyncratic resources to decrease the potential size of loss, will at the same time obstruct 
the relationship’s ability to develop complementary competencies for joint development.  
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capabilities of the relationship, and (II) idiosyncratic resources to mediate the relationship 
between complementarity and the exploitative capabilities of the relationship. From the 
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5.4 REFLECTIONS AND FUTURE RESEARCH

5.4.1 Introduction
Based on our reflections on the first study (Chapter 2) we redefined the conceptual 
framework  that ultimately formed the basis of the second study (Chapter 3). Since these 
studies were published  a substantial time ago, this section starts with an overview of the 
reflections on the second study (Nooteboom, Berger, and Noorderhaven, 1997). These 
reflections have been discussed in hundreds of enquiries (see Figures 5.1 and 5.2). Hence 
many scientists took notice of our findings and extended our theory, and/or performed 
other empirical studies in other industries and other settings. Then we will summarize the 
directions for future research of the study we discussed in Chapter 4. 

Figure 5.1: Nooteboom, Berger, and Noorderhaven (1997), number of citations received  
(source: Google Scholar, 18-09-2014).

Figure 5.2: Nooteboom, Berger, and Noorderhaven (1997), number of citations received  
(source: Web of Science, 18-09-2014).

5.4.2 Reflections 
Since the enquiries that cited the article are manifold, we only attempt to summarize its 
main reflections. Especially helpful to that purpose are the meta-analyses that included 
the focal article. We will briefly summarize the findings of three meta-analyses, reflect on 
their conclusions, and elaborate on the academic value of our study.

Colquitt, Scott, and LePine (2007) summarized 132 studies in their effort to assess the 
effect of trustworthiness and  trust propensity on trust, and to see whether trust fully 
mediates the effects of trustworthiness and  trust propensity on two broad outcomes of 
trust: risk taking and job performance. Since the focal article explores the relationship 
between at least one trust relevant variable (trust) and at least one of the just mentioned 
antecedents or consequences (risk taking) the focal article was selected for inclusion. The 
meta-analysis results showed that trust was moderately strong and positively related to 
risk taking, which is in line with our finding that trust is negatively related to the perceived 
probability of loss. Furthermore, the meta-analysis showed that aside from their trust-
fostering role, trustworthiness and trust propensity had incremental effects on risk taking. 
From this we can conclude that for future research on risk taking it may be worthwhile to 
consider trust and its two antecedents separately.
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To empirically verify the impact of Hofstede’s cultural values framework, Kirkman, Lowe, 
and Gibson (2006) conducted a meta-analysis among 180 empirical studies. Hofstede’s 
framework encompasses five cultural values, of which the cultural value of ‘Uncertainty 
Avoidance’ relates to the focal article. Together with 63 other studies the focal study was 
typified as a ‘Type I study at the individual level’, of which only 12 included cultural values 
other than ‘Individualism–Collectivism’. The focal study found uncertainty avoidance 
to be negatively related to the perceived probability of loss. The other  11 studies that 
included ‘other cultural values’ also found significant effects, but instead of using direct 
measures “unfortunately” they were inclined to fall back on Hofstede’s country scores 
(2006: 297). From this, the meta-analysis researchers conclude that at the individual level 
work remains to be done on the direct measurement of cultural values. Since Nooteboom 
et al. (1997) is one of the first studies on the individual level that measured uncertainty 
avoidance directly, the focal study can be perceived as a promising start for measuring 
cultural values directly (on the individual level).

To quantitatively synthesize and evaluate TCE-based empirical research, Geyskens, 
Steenkamp, and Kumar (2006) examined 200 empirical papers covering make, buy or 
ally decisions. On first glance, the match between the focal article and the meta-analysis 
is clear. The article is about buyer-seller alliances and the theoretical perspective assumed 
is that of TCE. On a second glance however, the hypotheses tested in the meta-analysis 
rest heavily on received TCE, while in the focal article we challenge the way governance 
structures associated with buyer-supplier relationships are conceptualized in TCE.  Still 
the article fits the requirements to be included in the meta-analysis, since it contains at 
least one relationship between received TCE-constructs, and the sample size and outcome 
statistics are given. The meta-analysis results show that (1) asset specificity motivates 
relational governance to be preferred over market governance; (2) increase in uncertainty 
(volume, technological, and behavioral) leads to market governance; (3) compared to 
the effect of asset specificity on the choice between relational governance and market 
governance, uncertainty shows a higher impact; and (4) the estimates for the relationship 
between governance choice and performance is positive and highly significant for both 
hierarchical and relational governance. 

Based on these findings the researchers conclude that the meta-analysis shows strong 
support for the application of TCE to relational governance. We challenge this conclusion. 
In our view the meta-analysis conducted by Geyskens, Steenkamp, and Kumar (2006) 
mainly found evidence for the inefficiencies of the market governance once the market 
mechanism fails. The fundamental question whether under these circumstances the 
hierarchical or the relational governance (or a combination of both) prevails remains 
unanswered. It is our modest opinion that the focal study and the other studies presented 
in this dissertation may be helpful to further pursue this area.

5.4.3 Directions for future research
In Chapter 4 we empirically investigated interfirm ACAP from a dyadic perspective. 
Since the buyer-supplier dyad was the object of analysis, we directly related the benefits 
of interfirm ACAP to the explorative and exploitative learning performance of the 
relationship, thereby omitting the potential value of the focal relationship for connected 
relationships, and/or connected effects in the future (e.g., Walter et al., 2001; 2003). Future 
research may encompass a broader network perspective to better understand the true 
value of interfirm ACAP for all parties involved.

Next, by taking the bounds to rationality more serious than Williamson, we explicitly 
took into account managers’ perceptions when they decide for the optimal governance 
structure. We found that the perception of dependence is not only influenced by the level 
of asset specificity and safeguards (as advocated in received TCE), but also by factors 
excluded from received TCE. If we allow for perceptual differences, the extent to which 
perceptual differences exist and the interdependencies between perceptions (Cook 
and Kenny, 2005) should also be taken into account when the learning performance of 
a relationship is investigated. Future research is needed to back up these assumptions. 
To that purpose models are needed that simultaneously assess the perceptions of both 
partners involved, instead of considering buyers and suppliers as separate entities. 

To improve the validity of our findings, another idea for future research would be to create 
a larger dataset, and to use these data to find segments of homogeneous firms in order 
to test whether our findings hold for each segment separately.  Finite mixture models 
(Wedel and Kamakura, 2000) seem to be well suited to this purpose. Given the size of our 
sample, and particularly the size of its subsamples that refer to (a) different industries, (b) 
differences in relationship duration, and (c) differences in the buyer perceived importance 
of the purchased item, it was not possible to test whether our findings hold for each 
subsample separately. 

Finally, real dynamics fit uneasily with cross sectional studies. Longitudinal studies 
are required  to further investigate the rich variety of governance modes we explored  
in our studies.
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