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Chapter 1

INTRODUCTION

1.1 INTRODUCTION

Over the past six decades academic research in marketing developed tremendously. With 
special interest for the impact of marketing spending on marketing performance, Hanssens 
(2009) identified sixteen topic areas, featuring over 80 academic contributions published 
in the last 50 years. Remarkably, only a minority (about 10%) of these contributions covers 
business-to-business (B2B) related research. Although in absolute terms B2B applications 
are growing, in relative terms its number remains low considering the substantial amount 
of firms encountered in B2B marketing activities (Verhoef and Leeflang, 2009), leaving 
ample room for empirical generalizations (Leeflang, 2011). In this thesis three empirical 
studies are presented that contribute to B2B related marketing research and focus on the 
governance of long-term buyer-supplier relationships. 

Transaction cost economics (TCE) is the predominant theoretical perspective for 
explaining governance issues. In this dissertation we challenge the way governance 
structures associated with buyer-supplier relationships are conceptualized in TCE. We 
argue that a more dynamic approach is needed, in which preferences and knowledge are 
not treated as fixed and given, but rather develop over time. Furthermore, we maintain that 
too much strain on the transaction cost minimizing properties of governance structures 
may blind us for the value adding properties of governance structures. 

1.2 THEORETICAL SCOPE OF THE STUDIES1

Frequently firms enter into long-term relationships with other formally independent 
firms to which they contract out certain production-related tasks. This kind of long-term 
buyer-supplier relationship - a ‘hybrid vertical interfirm relationship’2 - fits into a strategy 
of balancing predictability and flexibility. 

1  This Chapter is partly based on Berger, H., Noorderhaven, N., Nooteboom, B., and Pennink, B. 
1993. Understanding the subcontracting relationship: The limitations of transaction cost economics. In 
Child, J., Crozier, M., Mayntz, R, et al. (Eds.), Societal change between market and organization: 77-98.  
Aldershot: Avebury.
2  A hybrid vertical interfirm relationship is a governance structure between firms operating at successive 
stages in the production chain, that is neiter market nor hierarchy (e.g., Ebers and Oerlemans, 2013).
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The firm putting out the job is able to concentrate on its core business and technology, 
which promotes the predictability of future developments and events in this specific 
business area. It can also enjoy an enlarged capability to adapt to changes in market 
circumstances and technological developments, because of its more limited commitments 
in terms of e.g. specialized assets, whereby organizational flexibility is promoted. Apart 
from this enlarged ‘internal’ capability to adapt to changes, the long-term buyer-supplier 
relationship in itself can also be a critical source of knowledge creation. By sharing 
complementary information and know-how a platform is created for both partnering 
firms to learn about new technologies, new markets, and new operations. Thus long-
term buyer-supplier relationships can intuitively be understood as a viable answer to the 
environmental uncertainty and complexity many firms have to cope with (Powell, 1990; 
Ahuja and Lampert, 2001; Ireland, Hitt, and Vaidyanath, 2002; Gibson and Birkinshaw, 
2004; Matusik and Heeley, 2005; O’Reilly and Tushman, 2008). 

At the same time, this kind of long-term relationship between formally independent firms 
pose some interesting theoretical problems. The perspective assumed in this thesis is that 
of transaction cost economics (TCE), a theory elaborated by the recipient of the 2009 
Nobel Memorial Prize in Economic Sciences, Oliver E. Williamson. TCE 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 (e.g., Heide and John, 1990; Walker and Poppo, 1991; Parkhe, 1993; Wathne and 
Heide, 2000; Palmatier, Dant, and Grewal, 2007).

From a TCE point of view the hybrid vertical interfirm relationship is the outcome of a 
trade-off between different production technologies with differential production costs, 
and different governance structures with differential transaction cost features (Williamson, 
1975; 1985; 1991). In a nutshell, TCE makes us expect hybrid vertical relations if economies 
can be realized by applying a special purpose technology (as opposed to a general-purpose 
technology), where this special-purpose technology is not fully specific to one individual 
partner. Accordingly, an independent supplier firm, aggregating demand from various 
client firms, can presumably achieve economies of scale or scope inaccessible to an entity 
integrated into the client firm. Under these circumstances a pure market relationship 
would pose unacceptable hazards to the trading partners because of the transaction-
specific nature of investments. Consequently a governance structure somewhere between 
the extremes of market and hierarchy will be implemented, leading to a mutual long-term 
commitment between otherwise independent parties. 

Additionally, TCE posits that the successful implementation of hybrid vertical relationships 
is restricted by its market conditions. Hybrid vertical relationships will prosper, but only 
under the condition of moderate levels of environmental uncertainty. Once environmental 
uncertainty increases beyond a modest level, semi-specific technologies will be 
standardized or vertically integrated because of the superior transaction cost minimizing 
properties of the market and the hierarchy (Williamson, 1979; 1985; 1986). 

This last notification leads to a conceptual paradox. Where we first portrayed hybrid 
vertical relationships as a viable answer to environmental  uncertainty, TCE predicts 
hybrid vertical relationships to dissolve because of environmental uncertainty. At the 
same time Williamson argues that “… the simple economizing framework proposed here 
cannot be expected to capture more than main features. Elaborating the framework to deal 
with micro analytic phenomena, however, should be feasible. And extending it to include 
additional or substitute dimensions (…) may sometimes be necessary.” (1986: 124). This 
seems to be especially true for bilateral hybrid structures, as “bilateral structures have only 
recently received the attention they deserve and their operation is least well understood.” 
(Williamson,1986: 114). 

In this thesis we will take up this challenge. We will elaborate the TCE framework 
and extend it to include additional and substitute dimensions to better describe and 
understand the unique features of hybrid vertical interfirm relationships. We will not take 
issue with the main contention of TCE, namely that the occurrence of hybrid relations has 
to do with transaction-specific investments. However, we find it altogether unsatisfactory 
the way governance structures associated with hybrid vertical interfirm relations are 
conceptualized in TCE. Williamson (1985: 71-72), with apparent assent, refers to 
Macneil’s concept of ‘relational contract’ to describe the governance structure ruling long-
term bilateral trading relations. A relational contract as described by Macneil “grows” over 
time, rather than being fixed once and forever at the moment of agreement; it forms a 
“mini-society” in its own, in which norms that foster compliance – partly internalized by 
the parties, and partly enforced by the community - increasingly come to influence the 
behavior of the parties more and more (Macneil, 1978: 901; 1980: 71ff.). 

However, after having hailed Macneil’s “thoughtful and provocative” contribution, 
Williamson hardly uses the relational contract concept, elaborating instead on examples 
of ‘private ordering’, i.e. arrangements between parties that are of a self-enforcing 
nature because of the carefully established balance of dependencies (Williamson, 1985). 
Consequently, the two  characteristics of ‘relational contracts’, viz. the development of the 
relationship over time and the arising of norms governing the behavior of the parties, are 
pushed into the background. In fact, Williamson explicitly dismisses the importance of 
socially mediated rules or norms, and his phrasing clearly suggests that the ‘private orders’ 
are the result of rational and conscious ex ante choices made by the parties rather than of 
an autonomous process of development. 

The tension between the concept of ‘relational contract’ and ‘private ordering’ is 
unsatisfactory from a theoretical point of view. In the context of this thesis, however, it is 
more important that the premature dismissal of development over time and social norms 
seems to be counter-productive in the study of hybrid vertical interfirm relationships. 
In some accounts of hybrid vertical interfirm relations social norms are pointed at as an 
explanatory factor of prime importance (Dore, 1983). In a wider context North (1990) 
explains the emergence and development of institutions, including social norms, as a 
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necessary measure to reduce transaction costs. As far as the development of exchange 
relations over time is concerned, there is a strong theoretical basis for the assumption 
that repetition of patterns of interaction can lead to cooperative behavior (Axelrod, 1984) 
and the alignment of expectations, the formation of habits, and the institutionalization of 
behavior (Berger and Luckmann, 1966). 

Accordingly, we propose that a TCE-based analysis of hybrid vertical interfirm relations 
is best served by a hark-back to the concept of ‘relational contract’ as emasculated by 
Williamson, and by an elaboration of the idea that exchange relations develop gradually 
over time and are supported by a mixture of legal and social enforcement mechanisms, 
as well as by benign intentions of the parties. We will do this by taking more seriously 
than Williamson the bounds to the rationality of the parties to a transaction as well as 
by reasoning out how these bounded rational parties go about in their dealings with the 
environment. More specifically, we will focus on three dimensions of exchange relations:

1. The temporal dimension: from transaction to relation. We will first discuss this 
dimension, because of the assumption of a more ‘dynamic’ perspective has important 
ramifications for the other two dimensions. 

2. The cognitive dimension: perceptions and understanding. We will challenge the 
assumption with regard to knowledge that is routinely made in received TCE.3

3. The social dimension: bonding and solidarity. We will challenge the assumptions 
with regard to preferences and opportunism that are routinely made in received TCE.

Below we will discuss each of these dimensions separately in more detail.

1.3 THE TEMPORAL DIMENSION: TRANSACTION AND RELATION

The transaction is the basic unit of analysis in TCE. In this thesis we will however focus 
on the exchange relationship rather than on the transactions taking place between the 
parties. This shift can be justified by pointing out that Williamson himself also tends to 
a discussion of relations rather than of transactions. More relevant, however, is the fact 
that strict concentration on a focal transaction would blind us to an important feature 
of hybrid vertical interfirm relations, namely that an exchange relationship developed 
in the context of transactions with regard to a specific good can subsequently form a 
channel for future streams of transactions with regard to other goods. Furthermore, the 
issue of transaction specificity of assets acquires substance only in the perspective of the 
possibility of repeated transactions in the future. If such a perspective is lacking, and it 
is known that an investment is specific to a single, isolated transaction, the problem is  
 
3  In the remainder of this dissertation ‘received TCE’ refers to the conventional TCE framework as 
proposed by Williamson (1975; 1979; 1985; 1986).  

trivial: the investment will not be made unless it is recouped in the price to be agreed for. 
Non-triviality of the problem of asset specificity demands the perspective of possible but 
uncertain ongoing transactions in the future. Hence, in the remainder of this thesis we 
will focus on the hybrid relationship rather than on single transactions taking place in the 
context of this relationship.

When we embark on the incorporation of the temporal dimension into a TCE-like 
theoretical framework, a closer look at Macneil’s (1974) landmark study of ‘relational 
contract’ is apposite. Macneil compares two views on exchange and contract: the ‘discrete’ 
and the ‘relational’ view. According to the ‘discrete view’, transactions – even if taking 
place within established relationships – can be treated as independent events. In this 
perspective, a focal transaction is seen as isolated from all other relations and obligations 
between parties, i.e. the transaction is assumed to take place within a social vacuum. 
Furthermore, the temporal dimension is assumed away by the fiction of ‘presentiation’: 
the future is treated ‘as if it were already there’, and the original exchange agreement is 
assumed to reflect perfectly all relevant aspects of this future. The corresponding legal 
standpoint is that of the ‘classical’ contract doctrine: the original exchange of promises 
(‘the meeting of the minds’) is the sole source of all rights and obligations in the context 
of the exchange. 

In contrast with the ‘discrete view’, the ‘relational view’ assumes that a focal transaction can 
never be completely isolated from other interactions between parties and society at large. 
It rejects ‘presentiation’ and emphasizes that the uncertainty with regard to the future 
should be taken seriously. In the relational view agreements will pertain to the continuous 
process of decision-making necessary to adapt to ever-changing circumstances, rather 
than trying to distribute rights and duties once and for all. The corresponding view on 
contract law is that of ‘relational contract theory’. According to this view, the relationship 
between exchanging parties, far from being fixed at the moment of agreement, usually 
gradually changes and develops over time. Contract law should recognize this rather than 
cling to the lifebuoy of the largely fictitious ‘original agreement’. 

To summarize, integrating the concept of ‘relational contract’ in a theory of hybrid vertical 
interfirm relations means acknowledgment of the fact that business relations are initiated, 
developed, and strengthened, but also weakened and dissolved through interaction. The 
form of a relationship that can be observed at a given moment, has evolved through a process 
of cumulative causation during the time the parties interact. Different contingencies are 
likely to lead to different configurations of governance. 
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1.4 THE COGNITIVE DIMENSION: PERCEPTION AND   
 UNDERSTANDING

Williamson (1985: 143-144) grants that “the study of economic organization in a regime 
of rapid innovation poses much more difficult issues than those addressed here” and 
that “new hybrid forms of organization may appear in response to such a condition … 
much more study of the relations between organization and innovation is needed”. Since 
business nowadays is straining under such a ‘regime of rapid innovation’, further insight 
is of some importance. Therefore we can no longer take knowledge and preferences as 
givens; they must be made endogenous. A consistent addition of the temporal dimension 
should proceed from the comparative statics of standard TCE to dynamics. 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. In time, the bounds of knowledge, preferences, and perceived 
risk of opportunism may shift. What is perceived, known and communicated in a firm 
depends on its past – embodied in its culture and routines – and on its context. Being part 
of that context, trading partners can be an extremely useful source of information. Through 
interaction with partnering firms the state of knowledge and preferences of the firm may 
change. The point now is that the value of transaction relations lies 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. 
Accordingly, two effects are relevant to TCE: learning (a shift a knowledge; the cognitive 
dimension), and bonding (a shift of preferences; the social dimension). 

Learning constitutes a shift of knowledge. In interfirm learning, interaction with the 
transaction partner creates the awareness of new options or new outcomes of previously 
recognized options, and creates the capacity to utilize them. In other words: it enhances 
one’s potential. But a commitment to continuity of the relation has to be made, since the 
enhancement of potential takes time. Categories of knowledge are often acquired and 
developed in practice (learning by doing), whereby they may be tacit and cumulative. As 
taught by Rogers (1983), the first stage in the adoption of something new is awareness of 
a need and the availability of the novelty to satisfy it. With tacit knowledge this may be 
problematic; and in order to achieve awareness, one may need a transaction partner who 
takes a different perspective and has different but complementary experience. Next, when 
awareness has been created and one wants to adopt a novel way of doing things, tacit 
knowledge is hard to adopt from someone else, particularly through more explanation 
and specification of rules. When knowledge is cumulative, it is difficult to transfer because 
it requires underlying capabilities to be effective. 

To summarize, due to categories of perception and understanding and their variance 
between firms, as well as the tacit and cumulative nature of much knowledge categories, a 
relation must be (to some extent) lasting to allow for knowledge shifts, and  investments 
must be made to establish effective links for the exchange of knowledge. 

1.5 THE SOCIAL DIMENSION: BONDING AND SOLIDARITY

Building on the ideas pertaining to the cognitive dimension we subsequently discuss the 
social dimension. In (marketing) literature this dimension received considerable attention 
(e.g., Morgan and Hunt, 1994; Adler, 2001; Palmatier et al., 2007; Gulati and Nickerson, 
2008; Vanneste, Puranam and Kretschmer, 2014). Learning constitutes a shift of knowledge. 
Shifts in preferences constitute a change of objectives or values. A shift in preferences may 
lead to more commitment to the relation (bonding) or less commitment to the relation. 
If commitments grow stronger, the exercise of opportunism will reduce. This relieves the 
problem of bounded rationality; with less threat of opportunism, there is less one needs 
to foresee and take into account. One feels confident to look less at safeguards against 
opportunism and more at opportunities for further learning and improvement of quality. 
In ‘strong bonding’ preferences have shifted and narrow the  scope of opportunism. It 
may be individualized (relating only to a specific partner in a specific transaction relation) 
or it may be generalized (relating to similar relations in general, because experience has 
led to the adoption of a new behavioral norm or a new organizational procedure). In 
‘weak bonding’ potential opportunism (the scope of it, or the inclination towards it) 
is unmodified, but out of self-interest opportunism isn’t exercised. The reason may be 
that one has already invested so much in the relation that the switching costs (which 
corresponds to the ‘lock-in’ of standard TCE) or loss of reputation involved in breaking 
up due to the exercise of opportunism is too great.

Apart from the changes in preferences caused by the interaction within the exchange 
dyad, a transaction may also be protected against opportunism by social norms generated 
outside the dyad, e.g. within regional or professional business communities. Social norms 
may be obeyed not only because they are internalized and constitute part of decision-
makers’ preferences (strong solidarity), but also because of fear of sanctions (weak 
solidarity, e.g.: reputation effects). Solidarity is very much like bonding, but basically 
exogenous to the relation.

1.6 ITS CONSEQUENCES FOR RESEARCH

The line of thought followed up to this point can be summarized as follows:

1. The characterization of the subcontracting relationship in received TCE as one of 
‘private ordering’ is unconvincing, because it puts too high a strain on the purportedly 
bounded rationality of economic agents, assuming a social vacuum and neglecting 
the temporal dimension by proposing that the ‘private order’ is designed ex ante.    

2. A hark-back to the concept of ‘relational contract’ leads to the acknowledgement of 
the need of integrating dynamics (the temporal dimension) into the analysis. In time, 
processes of interaction may be expected to induce relation-specific investments; 



18 | Chapter 1 Introduction | 19

1.4 THE COGNITIVE DIMENSION: PERCEPTION AND   
 UNDERSTANDING

Williamson (1985: 143-144) grants that “the study of economic organization in a regime 
of rapid innovation poses much more difficult issues than those addressed here” and 
that “new hybrid forms of organization may appear in response to such a condition … 
much more study of the relations between organization and innovation is needed”. Since 
business nowadays is straining under such a ‘regime of rapid innovation’, further insight 
is of some importance. Therefore we can no longer take knowledge and preferences as 
givens; they must be made endogenous. A consistent addition of the temporal dimension 
should proceed from the comparative statics of standard TCE to dynamics. 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. In time, the bounds of knowledge, preferences, and perceived 
risk of opportunism may shift. What is perceived, known and communicated in a firm 
depends on its past – embodied in its culture and routines – and on its context. Being part 
of that context, trading partners can be an extremely useful source of information. Through 
interaction with partnering firms the state of knowledge and preferences of the firm may 
change. The point now is that the value of transaction relations lies 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. 
Accordingly, two effects are relevant to TCE: learning (a shift a knowledge; the cognitive 
dimension), and bonding (a shift of preferences; the social dimension). 

Learning constitutes a shift of knowledge. In interfirm learning, interaction with the 
transaction partner creates the awareness of new options or new outcomes of previously 
recognized options, and creates the capacity to utilize them. In other words: it enhances 
one’s potential. But a commitment to continuity of the relation has to be made, since the 
enhancement of potential takes time. Categories of knowledge are often acquired and 
developed in practice (learning by doing), whereby they may be tacit and cumulative. As 
taught by Rogers (1983), the first stage in the adoption of something new is awareness of 
a need and the availability of the novelty to satisfy it. With tacit knowledge this may be 
problematic; and in order to achieve awareness, one may need a transaction partner who 
takes a different perspective and has different but complementary experience. Next, when 
awareness has been created and one wants to adopt a novel way of doing things, tacit 
knowledge is hard to adopt from someone else, particularly through more explanation 
and specification of rules. When knowledge is cumulative, it is difficult to transfer because 
it requires underlying capabilities to be effective. 

To summarize, due to categories of perception and understanding and their variance 
between firms, as well as the tacit and cumulative nature of much knowledge categories, a 
relation must be (to some extent) lasting to allow for knowledge shifts, and  investments 
must be made to establish effective links for the exchange of knowledge. 

1.5 THE SOCIAL DIMENSION: BONDING AND SOLIDARITY

Building on the ideas pertaining to the cognitive dimension we subsequently discuss the 
social dimension. In (marketing) literature this dimension received considerable attention 
(e.g., Morgan and Hunt, 1994; Adler, 2001; Palmatier et al., 2007; Gulati and Nickerson, 
2008; Vanneste, Puranam and Kretschmer, 2014). Learning constitutes a shift of knowledge. 
Shifts in preferences constitute a change of objectives or values. A shift in preferences may 
lead to more commitment to the relation (bonding) or less commitment to the relation. 
If commitments grow stronger, the exercise of opportunism will reduce. This relieves the 
problem of bounded rationality; with less threat of opportunism, there is less one needs 
to foresee and take into account. One feels confident to look less at safeguards against 
opportunism and more at opportunities for further learning and improvement of quality. 
In ‘strong bonding’ preferences have shifted and narrow the  scope of opportunism. It 
may be individualized (relating only to a specific partner in a specific transaction relation) 
or it may be generalized (relating to similar relations in general, because experience has 
led to the adoption of a new behavioral norm or a new organizational procedure). In 
‘weak bonding’ potential opportunism (the scope of it, or the inclination towards it) 
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1.6 ITS CONSEQUENCES FOR RESEARCH

The line of thought followed up to this point can be summarized as follows:
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‘private ordering’ is unconvincing, because it puts too high a strain on the purportedly 
bounded rationality of economic agents, assuming a social vacuum and neglecting 
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2. A hark-back to the concept of ‘relational contract’ leads to the acknowledgement of 
the need of integrating dynamics (the temporal dimension) into the analysis. In time, 
processes of interaction may be expected to induce relation-specific investments; 
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investments that subsequently cannot be put to use elsewhere.  Interaction also 
spontaneously tends to generate safeguards for the risks associated with these 
investments. 

3. These expectations correspond with the conclusions from an exploration of the 
cognitive and social dimension of exchange. Transaction relations play an important 
role in the production of knowledge and the constitution of preferences. The value 
of transaction relations lies 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.

4. Due to categories of perception and understanding and their variance between firms, 
as well as the tacit and cumulative nature of much knowledge categories, a relation 
must be (to some extent) lasting to allow for knowledge shifts, and  investments must 
be made to establish effective links for the exchange of knowledge.

5. Apart from an alignment of preferences caused by the interaction within the 
exchanging dyad, a transaction relation may also be protected against opportunism 
by social norms generated outside the dyad. Shared preferences and social norms 
both endorse the preservation of the relationship. 

Based on these considerations, in our ‘study of transactions’ we need to both include 
the role of relations between transaction partners in the formation of knowledge and 
preferences and deal with its implications for uncertainty and opportunism, as well as its 
resulting effects on transaction costs, the choice of governance structures, and the design 
of governance schemes. 

1.7 OUTLINE OF THE THESIS

This thesis reflects a personal journey over the past twenty years, covering three empirical 
studies related to the governance of hybrid vertical interfirm relationships. The three 
dimensions of exchange, as discussed in the previous sections, form the conceptual 
backbone of the research projects. In all three studies the relationship is the object of 
analysis, which refers to the temporal dimension. Trust and social exchange (the social 
dimension) form the focal points of the first and second study (Chapters 2 and 3), while 
trust, social exchange, and knowledge transfer (the social and cognitive dimension) are 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. Yet, in Chapters 2 and 
3 we conceive the buyer-supplier relationship from a TCE perspective, while in Chapter 4 
our main theoretical perspective is the resource-based view (RBV). Table 1.1 outlines the 
focal dimensions of exchange and the methods used.

Table 1.1: Dimensions and method of each chapter.

  Chapter 2 Chapter 3 Chapter 4

Temporal dimension yes yes yes

Social dimension yes yes yes

Cognitive dimension no no yes

Sample size 67 (supplier data) 97 (supplier data) 166 (dyadic data)

Industry One firm: One industry: Cluster of industries:

 

     Office equipment      Microelectronics, 
assembly industry

     Automotive, Machinery, 
Chemicals, Pharmaceutical, 
Semiconductors, Electronics

Method Factoranalysis, 
Ordinary Least, Squares 

Regression (OLS)

Factoranalysis, 
Ordinary Least, Squares 

Regression (OLS)

Partial Least Squares 
Structural, Equation 

Modeling (PLS-SEM)

In Chapter 2 we focus on hybrid and market relationships with suppliers of one particular 
buyer, a Dutch manufacturer of office equipment. The level of asset specificity may be 
assumed to vary between these relationships, and – following transaction cost reasoning 
– we expect parallel variations in supplier dependence and the kinds of safeguards 
installed. Managers’ perceptions, however, are explicitly taken into account, with several 
implications in the causal chain between asset specificity and governance structure. 
Although in this study the construct of knowledge exchange is explicitly mentioned as one 
of the independent variables, it is strictly considered as a safeguard against opportunism, 
hence it only indirectly covers the cognitive dimension of exchange.

Trust and social exchange are at the core of Chapter 3. Building on the results of the 
first study,  we’ll add more detail in the second research project, dividing trust into 
two dimensions (viz. habitualization and institutionalization)4, and dividing the risk of 
dependence into the size and the probability of loss. We agree with Williamson (1993) 
that trust makes sense only if it goes beyond calculative self-interest, and we investigate 
how causes beyond coercion and self-interest affect relational risk. We propose that 
trust is a significant source of cooperation, along with coercion and self-interest, which 
yield a significant addition to governance as conceived by Williamson (1985, 1993), 
who only considered contractual coercion (legal ordering) and self-interested incentives  
(private ordering). 

In Chapter 4 we shift our attention to the joint creation of value within the buyer-
supplier relationship. More specifically, instead of regarding asset specificity primarily 
as a potential source of opportunism, we now conceive asset specificity as one of the 
drivers of joint value creation. The aim of the study is to advance the understanding of 
interfirm absorptive capacity (ACAP). The role of ACAP has widely been identified as  
 
4  Habitualization pertains to attachments between transacting firms in the form of friendship or 
kinship bonds. Institutionalization refers to the institutionalization of values and norms (see Chapter 3).



20 | Chapter 1 Introduction | 21

investments that subsequently cannot be put to use elsewhere.  Interaction also 
spontaneously tends to generate safeguards for the risks associated with these 
investments. 

3. These expectations correspond with the conclusions from an exploration of the 
cognitive and social dimension of exchange. Transaction relations play an important 
role in the production of knowledge and the constitution of preferences. The value 
of transaction relations lies 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.

4. Due to categories of perception and understanding and their variance between firms, 
as well as the tacit and cumulative nature of much knowledge categories, a relation 
must be (to some extent) lasting to allow for knowledge shifts, and  investments must 
be made to establish effective links for the exchange of knowledge.

5. Apart from an alignment of preferences caused by the interaction within the 
exchanging dyad, a transaction relation may also be protected against opportunism 
by social norms generated outside the dyad. Shared preferences and social norms 
both endorse the preservation of the relationship. 

Based on these considerations, in our ‘study of transactions’ we need to both include 
the role of relations between transaction partners in the formation of knowledge and 
preferences and deal with its implications for uncertainty and opportunism, as well as its 
resulting effects on transaction costs, the choice of governance structures, and the design 
of governance schemes. 

1.7 OUTLINE OF THE THESIS

This thesis reflects a personal journey over the past twenty years, covering three empirical 
studies related to the governance of hybrid vertical interfirm relationships. The three 
dimensions of exchange, as discussed in the previous sections, form the conceptual 
backbone of the research projects. In all three studies the relationship is the object of 
analysis, which refers to the temporal dimension. Trust and social exchange (the social 
dimension) form the focal points of the first and second study (Chapters 2 and 3), while 
trust, social exchange, and knowledge transfer (the social and cognitive dimension) are 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. Yet, in Chapters 2 and 
3 we conceive the buyer-supplier relationship from a TCE perspective, while in Chapter 4 
our main theoretical perspective is the resource-based view (RBV). Table 1.1 outlines the 
focal dimensions of exchange and the methods used.

Table 1.1: Dimensions and method of each chapter.

  Chapter 2 Chapter 3 Chapter 4

Temporal dimension yes yes yes

Social dimension yes yes yes

Cognitive dimension no no yes

Sample size 67 (supplier data) 97 (supplier data) 166 (dyadic data)

Industry One firm: One industry: Cluster of industries:

 

     Office equipment      Microelectronics, 
assembly industry

     Automotive, Machinery, 
Chemicals, Pharmaceutical, 
Semiconductors, Electronics

Method Factoranalysis, 
Ordinary Least, Squares 

Regression (OLS)

Factoranalysis, 
Ordinary Least, Squares 

Regression (OLS)

Partial Least Squares 
Structural, Equation 

Modeling (PLS-SEM)

In Chapter 2 we focus on hybrid and market relationships with suppliers of one particular 
buyer, a Dutch manufacturer of office equipment. The level of asset specificity may be 
assumed to vary between these relationships, and – following transaction cost reasoning 
– we expect parallel variations in supplier dependence and the kinds of safeguards 
installed. Managers’ perceptions, however, are explicitly taken into account, with several 
implications in the causal chain between asset specificity and governance structure. 
Although in this study the construct of knowledge exchange is explicitly mentioned as one 
of the independent variables, it is strictly considered as a safeguard against opportunism, 
hence it only indirectly covers the cognitive dimension of exchange.

Trust and social exchange are at the core of Chapter 3. Building on the results of the 
first study,  we’ll add more detail in the second research project, dividing trust into 
two dimensions (viz. habitualization and institutionalization)4, and dividing the risk of 
dependence into the size and the probability of loss. We agree with Williamson (1993) 
that trust makes sense only if it goes beyond calculative self-interest, and we investigate 
how causes beyond coercion and self-interest affect relational risk. We propose that 
trust is a significant source of cooperation, along with coercion and self-interest, which 
yield a significant addition to governance as conceived by Williamson (1985, 1993), 
who only considered contractual coercion (legal ordering) and self-interested incentives  
(private ordering). 

In Chapter 4 we shift our attention to the joint creation of value within the buyer-
supplier relationship. More specifically, instead of regarding asset specificity primarily 
as a potential source of opportunism, we now conceive asset specificity as one of the 
drivers of joint value creation. The aim of the study is to advance the understanding of 
interfirm absorptive capacity (ACAP). The role of ACAP has widely been identified as  
 
4  Habitualization pertains to attachments between transacting firms in the form of friendship or 
kinship bonds. Institutionalization refers to the institutionalization of values and norms (see Chapter 3).



22 | Chapter 1 Introduction | 23

the most significant determinant of knowledge transfer. From a dyadic perspective we 
investigate the contribution of asset specificity and governance modes (amongst others) 
in the development and maintenance of interfirm ACAP, and thus ultimately long-
term (learning) performance. We propose that complementarity between both partners 
provides the potential for explorative and exploitative interfirm learning, but it is the 
quality of the relationship that enables the realization of this potential. We develop and 
empirically test a model in which complementarity is considered as the antecedent of 
interfirm ACAP, and compatibility, connectedness, idiosyncratic investments, contracting 
and relational norms as the generative mechanisms that mediate the relationship between 
knowledge complementarity and interfirm ACAP.

In Chapter 5 we summarize the main findings of our research, discuss its theoretical, 
methodological, and managerial  implications, and conclude with suggestions for future 
research.   Our results indicate 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. It endorses our suggestion that the perceptions of 
the parties involved have to be included in the analysis. Also from our findings it becomes 
apparent that besides governance as conceived by received TCE, trust is a significant 
additional source of governance between buyers and suppliers. This result confirms our 
thesis that both trust and traditional factors from TCE are relevant and both should be 
incorporated into (future) research. Further our results confirm the importance and 
necessity to conceive interfirm ACAP as a multidimensional construct. For value creation 
both explorative and exploitative capabilities need to be taken into account, 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. Finally, we find idiosyncratic resources and relational norms to be among 
the drivers of joint value creation, which indicates that 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.
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Chapter 2

DETERMINANTS OF SUPPLIER 
DEPENDENCE: AN EMPIRICAL STUDY1

2.1 INTRODUCTION

According to transaction cost economics (TCE), as formulated by Williamson (1975; 1979; 
1985; 1991), the governance of vertical interfirm relations is determined predominantly 
by the degree to which assets are specific to the transaction relation. In the absence of 
safeguards, asset specificity leads to vulnerability to opportunistic rent-seeking by the 
other party (Klein, Crawford, and Alchian, 1978). Therefore the alignment of the level of 
asset specificity and the configuration of safeguards is important. The basic explanatory 
scheme of TCE is given in Figure 2.1.

Figure 2.1: Explanatory scheme based on TCE.

At low levels of asset specificity arm’s-length market relations are expected because, in 
the absence of relation-specific assets that need to be protected, this governance structure 
is efficient and offers strong incentives. At high levels of asset specificity, on the other hand, 
market relations break down because the firm incurring the specific investments finds 

1  This Chapter is based on Berger, J., Noorderhaven, N. G., and Nooteboom, B. 1995. The determinants of 
supplier dependence: An empirical study. In J. Groenewegen, C. Pitelis, and S.E. Sjöstrand (Eds.), On economic 
institutions: Theory and applications: 195-212. Aldershot, England: Edward Elgar. This article is reprinted in 
2002: Berger, J., Noorderhaven, N. G., and Nooteboom, B. 2002. The determinants of supplier dependence: An 
empirical study. In G.M. Hodgson (Ed.), A modern reader in institutional and evolutionary economics: 76-92. 
Cheltenham, UK: Edward Elgar.
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