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Abstract 

 
Research on performance in industrial markets is quite advanced. Within this tradition 

relational polity and integration of exchange relationships have been receiving significant 
attention. In this paper we examine the structural model of causal effects of organizational 
polity and operational integration to relationship performance within channel relationships.  

Firstly, based on the political economy paradigm (Stern and Reve 1980, Robicheaux and 
Coleman 1994), cooperation effort, communication strategy, information exchange, and 
operational linkages are used in our study as constructs of relational polity and operational 
integration in channel relationships. Secondly, performance in relationship channels is 
captured in our study by financial and non-financial measures. To analyze the ensuing 
research model, we used GeSCA which has been recommended as a sensible alternative to 
partial least squares (Hwang et al. 2009). Data was collected by means of a questionnaire 
based survey from 206 single license construction companies in Korea. The resulting model 
showed a good and significant fit thus providing good support to hypothesized relationships, 
which give rise to important conceptual and empirical contributions in channel marketing 
research. 

Introduction 

The relationship performance research in industrial markets has been developing. For 
instance, Palmatier et al. (2006) shows strong interfirm relationships directly enhance sales 
and profits. The literatures on marketing channels have shown several different 
conceptualizations of the characteristics of relationship between partners. However, 
frameworks of major perspectives on channel relationships such as structural models or 
process models of exchange relationship are needed to provide regarding performance. As the 
interests and importance of the polity, strategy and structure of exchange relationships have 
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been increasing regarding relationship performance, we try to find out the structural model 
between polity and operational integration as causes relationship performance and polity 
performance and economy performance as performance within partners relationship.  

In this view, this research has goals as follows. Firstly, this research is supposed to 
provide critical factors by polity performance and economy performance as performance in 
channel relationship. Secondly, this develops a framework of polity and operational 
integration as causes of performance and performance in channel relationships. Thirdly, to 
analyze the research model, we use GeSCA which can be recommended as a sensible 
alternative to partial least squares (Hwang et al. 2009).  

Concepts based on Polity and Operational Integration 

2.1 Coordination Efforts 
When buyers and suppliers strive to produce mutually beneficial strategic outcomes, they 

recognize and understand that each firm's success depends on part on the other firm. As such, 
their coordination efforts, the regular pattern of similar or complementary actions and 
activities, enable them to share information, opportunities, and processes in such a way as to 
facilitate the achievement of competitive advantages (Jap 1999). Coordination efforts within 
the dyad may be manifested in the formation of joint projects in terms of the dyad's needs. 

2.2 Communication 
Both communication theory and organizational theory suggest a focus on various facets 

of communication such as frequency, direction, modality and content (Mohr and Nevin 1990). 
In particular, empirical researchers in organizational communication have been studying 
regarding these four concepts involving communication. Therefore, this research also thinks 
this four indicates as key facets of communication.  

2.3 Information Exchange 
Information exchange in this research is defined as expectation of open sharing of 

information that may be useful to both parties. In practice, this might involve in 
comprehensive stages such as the other party in the early stages of product design, sharing 
cost information, discussing future product development plans, or jointly providing supply 
and demand forecasts. Therefore, cooperation effort and communication frequency or quality 
of communication content among partners can affect information exchange.  

H1: Cooperation effort is positively related to information exchange 
H2: Communication is positively related to information exchange 

2.4 Operational Linkages 
Operational linkages are defined as the degree to which the systems, procedures, and 

routines of the buying and selling organizations have been linked to facilitate operations. With 
operational linkages, activities and processes among partners facilitate the flow of goods, 
service, or information. Operational linkages may involve the routine of individual activities. 
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Service or sales representatives can develop routines to integrate themselves more closely into 
a buying organization by conducting regular maintenance checks on equipment or monitoring 
inventory and placing orders. As Stern and Reve (1980) suggest in the context of their 
political economy framework, operational linkages may contribute to facilitate exchange or 
reduce transaction costs.  

H3: Cooperation effort is positively related to operational linkage  
H4: Communication is positively related to operational linkage 

Performance in Channel Relationships 

Different theoretical frameworks make somewhat different assumptions about the nature 
of relationship performance. There are literatures that demonstrate performance as polity or 
economy performance regarding channel relationship structure (Robicheaux and Coleman 
1994) or quantitative or qualitative performance (Mohr and Nevin 1990). The research 
follows the framework of Robicheaux and Coleman (1994) to select the constructs of 
performance. 

3.1 Polity Performance  
Regarding the drivers of successful interorganizational relationship performance, 

Palmatier, Dant and Grewal (2007) point out four theoretical perspectives such as 
commitment–trust, dependence, transaction cost economics, and relational norms. Each 
perspective specifies different sets and causal relations of key constructs as the antecedents of 
performance. This research considers trust, commitment, continuity expectations and 
competitive advantages as polity performance.   

3.1.1 Trust, Commitment, Continuity Expectations and Competitive Advantages 
Trust and commitment have been thought as key constructs in business marketing 

(Dwyer, Schurr and Oh 1987, Anderson and Weitz 1989, Moorman, Deshpand, and Zaltman 
1992, Morgan and Hunt 1994, Doney and Cannon 1997). 

As we told regarding operation integration, greater sharing of information can improve 
product quality and facilitate new product development (Cannon and Perreault, 1999). This 
could affect the credibility of each other in channel relationship. Additionally, because 
activities and processes among partners facilitate the flow of goods, service, or information in 

Morgan and Hunt (1994) point out 
that trust is a key mediating variable for the success of relational exchange in their 
commitment and trust theory. Trust is conceptualized as a constituent component of 
relationship quality (Dwyer, Schurr and Oh 1987) or as a necessary requirement and 
determinant of sound business relationships (Hakansson, Harrison and Waluszewski 2004). 
Trust in this research could be defined as existing when one party has confidence in an 
exchange partner's reliability, integrity, credibility, and benevolence. The literatures on trust 
told that confidence in the part of the trusting party is reliable and has high integrity.  



 4 

channel relationship, this can have an influence on trust to partners. Therefore, information 
exchange  

H5: Information Exchange is positively related to Trust  
H6: Operational Linkage is positively related to Trust  

Commitment is defined as the presence of “an implicit or explicit pledge of relational 
continuity between exchange partners.” (Dwyer, Schurr and Oh 1987, p.19). In addition, 
Moorman, Zaltman and Deshpande (1992, p.316) define “commitment as an enduring desire 
to maintain a valued relationship.” Regarding the relationship of trust and commitment, 
Morgan and Hunt’s (1994) commitment and trust theory shows that trust between firms 
affects relationship commitment. Gilliland and Bello (2002) examine that suppliers’ trust in 
their distributors positively affects their loyalty commitment to the relationship. Achrol 
(1991) told that trust is a major determinant of relationship commitment. Therefore, it can be 
said that trust could be positively related to commitment. 

H7: Trust is positively related to commitment 
In Business relationship research, commitment is regarded as critically important 

element for understanding the success of long-term relationships and their long-term 
orientation (Jap and Ganesan 2000). This is related to the enduring desire to maintain a 
relationship and reflects an attitude and behaviour with respect to the long-term orientation of 
the relationship (Moorman, Zaltman and Deshpande 1992; Morgan and Hunt 1994, Geykens, 
Steenkamp and Kurmar 1998). Jap and Ganesan (2000) suggest that, since both supplier and 
customer act in the interests of the relationship, it will be easier for them to achieve their 
mutual objectives and for the relationship to be oriented to long term, developing and 
maintaining a stable and lasting relationship. In short, commitment could be a fundamental 
antecedent of the continuity expectations. 

H8: Commitment is positively related to continuity expectations 
The effort to achieve competitive advantages is one of the primary motivations for 

engaging in collaborative activities. Competitive advantages are defined as “strategic benefits 
over competing dyadic that enable the dyad to compete more effectively in marketplace” 
(Jap1999, p.466). Therefore, commitment is related to realization of competitive advantages. 

H9: Commitment is positively related to competitive advantage 
 
3.2 Economy Performance 
3.2.1 Profit Performance 
Profit performance refers to the profits that result from the dyadic collaboration effort as 

opposed to those profits earned by the efforts of one firm alone. Therefore, there is a positive 
relationship between competitive advantage and profit performance. Besides, it is not merely 
a summation of the two firms' individual profits but instead refers to the financial outcomes 
that result from the interdependence of effort and investments that reside within the dyad. 
This definition is consistent with the interest in the dyadic process that occurs between firms. 
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Therefore, there is a positive relationship between continuity expectations and profit 
performance  

H10: Continuity expectations are positively related to profit performance 
H11: competitive advantages are positively related to profit performance  

 
In conclusion, <Figure1> shows the hypothesized model of performance in channel 

relationships. 

Measurement 

5.1 Data Collection and Sample 
The unit of analysis for this research is a specific buyer-seller relationship on the 

construction industry. Data is collected about buyer-seller relationship from supplier' 
perspective. The survey was conducted by means of a questionnaire given to the supplier 
managers of construction companies in South Korea to complete. Finally, 206 respondents 
were used in the analysis. 

5.2 Concepts measurement and the result of analysis 
All questions used a 7-point (Strongly disagree-Strongly agree) Likert-type scale. The 

scales of trust and commitment employed from Anderson and Narus (1990), Morgan and 
Hunt (1994). Cooperation effort, comparative advantage, profit performance measurements 
were from Jap (1999). To measure communication, items were adapted from Mohr and Nevin 
(1990). Continuity expectations scale was adapted from Ganesan (1994). Additionally, 
information exchange and operational linkage scales were from Cannon and Perreault (1999). 

5.2.1 Reliability and Convergent and Discriminant Validity 
All items that reported above 0.70 exhibit high reliability. Scale reliability is as follows. 

Cooperation effort (0.89), Communication (0.77), Operational linkage (0.79), Information 
exchange (0.80), Trust (0.84), Commitment (0.93), Continuity expectations (0.87), 
Competitive advantage (0.79), Profit performance (0.81). Additionally, convergent and 
discriminant validity are evaluated by using confirmatory factor analysis.  

5.2.2 Result 
Data analysis is conducted by GeSCA (Generalized structured component analysis). 

Hwang et al. (2009) who are the developers of GeSCA show that this not only maintains all 
the advantages of partial least squares as a component-based structural equation modeling 
methodology, but also offers additional benefits such as overall measures of model fit (Hwang 
and Takane 2004).      

The model fit by GeSCA is statistically significant. Fit=0.65,GFI=0.98, AGFI=0.64 are 
respectively. Additionally, the results suggest that these data provide a reasonable fit with the 
hypothesized measurement model. In the results by GeSCA, critical ratio (CR) is used for 
testing the significance of an estimate. An estimate may be considered significant at 0.5 level, 
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if its critical ratio is equal to or larger than two in absolute value under the assumption that the 
distribution of the estimate is roughly normal (Hwang et al. 2009). All path coefficients are 
reported in <Table 1> and CR values shows that all hypotheses are accepted.  

Conclusion 

6.1 Theoretical and Managerial Implication  
In channel relationship, a framework of performance is developed and analyzed regarding 

polity and economy performance thorough reviews of theoretical perspectives. In particular, 
critical implication in our research is that we analyzed the structural model by generalized 
structured component analysis. Not only did this analysis generally perform better than or as 
well as partial least squares in parameter recovery, but maintains all the advantages of partial 
least squares. Besides, this offers overall measures of model fit (Hwang and Takane 2004). 
Although GeSCA has many advantages, there are not many studies which analyze the model 
by it because it has introduced recently. Therefore, our research tries to adopt and shows the 
empirical result. 

6.2 Limitations and Future Research 
This research is subject to several shortcomings that limit the results. Certainly future 

researchers might consider additional predict variable such as environment factors and market 
orientation. In addition to this, this study has been made in the supplier's perspective. Future 
researchers might consider dyadic firms perspective. 

 
<Figure 1> The Hypothesized Model of Relationship Performance
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<Table 1> The Results of Structural Model by GeSCA 
 

Path Coefficients  
Hypotheses   Estimate  SE  CR  

H1 Cooperation Effort-> Information Exchange 0.567 0.059 9.67 
H2 Communication-> Information Exchange  0.297 0.060 4.95 
H3 Cooperation Effort-> Operational Linkage 0.359  0.054 6.68 
H4 Communication-> Operational Linkage  0.359 0.067 5.32   
H5 Information Exchange ->Trust  0.214 0.100 2.13 
H6 Operational Linkage ->Trust  0.417 0.081 5.17 
H7 Trust->Commitment  0.744  0.039  18.95  
H8 Commitment->Continuity Expectations  0.690  0.043  15.9  
H9 Commitment->Competitive Advantage  0.576  0.051  11.23  
H10 Continuity Expectations->Profit Performance 0.258  0.064  4.04  
H11 Competitive Advantage->Profit Performance 0.349  0.063  5.5  
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