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ABSTRACT
This research concerns rebuilding/repairing those buyer-selléonslaips that were once
strong, but have been damaged. A framework of relationship repair is proposed andaynpiric
tested using fairness theory as foundation. Qualitative research andrtitend were used to
identify the most common causes of relationship damage. The most common talations
repairing/rebuilding efforts of suppliers are also identified. Speltifiche impact of three
causes of relationship damage — seller firm’s opportunistic behavior, seliced, and
availability of better alternative suppliers — were explored. Addition&léy/jmpact of five
repair efforts — providing compensation, making relationship specific investmieotang
accountability, giving assurance, and making organizational changes — onpestieptions and
subsequently on change in relationship quality was examined. A fractionaidactoxed-
design experiment was conducted to test the main effects and the second ordéomedfacts
of the repair efforts. Scenarios were used to operationalize the causesi@isblp damage as
well as the repair efforts. The results show that supplier's opportunisticibeshave the most
damaging effect on relationship quality, followed by service failures aaithhility of better
alternatives, in that order. Moreover, as proposed, the repair efforts havendiffepositive
effects on distributive and procedural justice perceptions, which in turn are positihaegd to
the change in relationship quality. Overall, the proposed model is well supported btathe da

The study contributes to research in the domains of fairness theory, satvi@ednd recovery,



trust repair, and business-to-business relationship marketing. Theoreticahaagenial

implications, limitations, and directions for future research are distusse
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CHAPTER 1
INTRODUCTION
Purpose of the Dissertation

This research study focuses on reviving/repairing those buyer-sedtgomships that
were once strong but have weakened due to some reason. Businesses enterteno long-
relationships with customers seeking several desirable outcomes sudhcasireosts, greater
profitability, and lowered expenses (Kalwani and Narayandas 1995; Noorddehetr and
Nevin 1990). In the consumer markets too, especially in complex services lievetehat
having a long term relationship with a service provider can reduce consumegastthe
relationship becomes predictable, initial problems are solved, special needs@mmodated,
and the consumer learns what to expect (Bitner 1995). These proclaimed benefity; boyef
and seller, have led researchers to examine the effectiveness offdirs iefmaintainingthe
quality of their customer relationships (DeWulf, Schroder, and lacobucci 2001).

Researchers have tried to understand the dynamics of development and mainfenance o
inter-firm relationships over time (Narayandas and Rangan 2004). They fotineldtianship
development is not smooth through various stages and that internal and external dranges c
derail even a well-set relationship. Additionally, even an establishedredhip might
sometimes suffer from ‘relationship stress’ (Holmlund-Rytkonen and Strandvik.ZD@%) the
well accepted process models of relationship marketing proposed in the litéDatyes,

Schurr, and Oh 1987; Ford 1980) have established that relationships go through various stages



and should be managed accordingly. This gives credence to the advice that pisgdikal
assets, relationships will deteriorate unless attended to (Levinger and Snoekril®#Br |
words, customer relationships need attention and ongoing maintenance so tharmeaket
maintain long term relationships with valued customers and benefit from them.rddabach in
relationship marketing has stressed the importance of quality of relatis$laipacterized by
trust and commitment, and scholars have examined efforts made towards deatdping
keeping relationship quality high (Palmatier 2006; Ahearne, Jelinek, and Jones 2007), lit
attention has been paid to examining relationships that used to be strong previously but have
declined in relationship quality due to some reason. While extant literagargygboints towards
possibilities of established and strong relationships going sour or becomikgtvaeses not
inform us about whether and how such relationships can be revived. We know very little about
the reasons why strong relationships sometimes get damaged, what aregheéctions, what
efforts, if any, firms make to revive such relationships and once again maksttbegy and
what kind of efforts work best and under what conditions. Thus, the objective of this study is t
examine ‘relationship repair,” which is defined as the efforts made bgtreepérm, in a
weakened relationship that previously used to be strong, towards enhancing the ngsations
guality towards previous levels or higher. Additionally, relationship damédeges te the fact
that a well-established and strong buyer relationship faced problems esbidted in lower
levels of relationship quality; in other words, a decline in levels of trust and itorant. Hence,
this study has the following four objectives:

1. To develop and test a theory based model of relationship repair, i.e. rebuilding trust

and commitment after a relationship has been damaged



2. Determine the effects of different reasons behind relationship damageettgheof

decline in relationship quality.

3. Determine the effects of various types of relationship repair steategichange in

relationship quality under a variety of contexts (i.e., reasons behind damage).

4. Examine interaction effects for the impact of relationship repair efbortshange in

relationship quality
Proposed Contribution

The proposed research aims to make several contributions to the literattyé. Firs
develop and test a model of relationship repair post the weakening of a relationslip, us
framework based on perspectives of fairness/justice theory. Although sbatarstave
examined the effects of apologies and promises in interpersonal relationshgss#tis is
possibly the first such attempt in the area of buyer-seller relation3thipgramework helps
identify the process of relationship repair and will provide guidance to mandgesa/trying
to repair weakened client relationships.

Second, this study identifies the various strategies used by sellerdirmetationship
repair and determines the effects of these strategies on developmentaridrastnmitment
post relationship decline. This will help us identify the strategies thamaseeffective in
managing customer relationships in such situations. Third, the study examieésctheeness
of the repair efforts under different reasons behind relationship damage. Although som
researchers have examined the negative impact of service failures onecystoreptions
(Maxham and Netemeyer 2002; Andreassen 2001), other possible reasons that could lead to

damaged relationships have not been examined. Additionally, there are hardiyckey is



even service failures context that were conducted in business settings. Tdnshragas to
address these research gaps.

Fourth, the study will make an important contribution to the development of fairness
theory, especially in the field of relationship marketing. The theory otgibtas been examined
in a variety of contexts such as workplace justice (Folger and Konovsky 1989), iampla
behaviors (Blodgett, Hill, and Tax 1997), organizational citizenship behaviors (Blgtem
1997), retail sales (Dubinsky and Levy 1989), commitment and turnover (Roberts,Coulson, and
Chonko 1999) and organizational change (McNeilly and Lawson 1999). However, schoéars hav
argued that there is limited exploration of justice in sales and relationshiptmgrresearch
(Roberts, Coulson,and Chonko 1999; Kumar 1995; Gassenheimer, Houston, and Davis 1998). |
will contribute to the development of justice theory by showing its importanctuatisns of
rebuilding of relationships that have been damaged, something that has not been done so fa
Given the calls for justice research in relationships, this can be an impanénmbution.

Lastly, and quite importantly, most studies examining procedural justice ig@spiec
marketing) have taken a past-oriented approach. In other words, these studiesimavece
whether the actions of the other party were flexible, speedy, etc. (SmithBl6€gett,
Granbois, and Walters 1993). However, the true test of robust procedures lies i tthet the
affected party has positive perceptions of these procedures in the futurlé &satleer words,
procedural justice is meaningful when the procedures can be trusted in dedlifgtuve
situations as well. My argument regarding the impact of procedural justice iiigoolsange in
relationship quality is based on this logic. This again is a reasonable and impdagastogxof

the concept of procedural justice.



Theoretical Model and Research Questions
Guided by theory and the existing research in the area, | propose to examinewhadol
research questions in this study:
1. In B2B contexts, what are the factors that result in decline in relationsHity guanter-
firm relationships, and which ones are most damaging?
2. What efforts do firms make to repair such customer relationships that have been
damaged?
3. Which efforts or strategies are most effective in repairing relatipasand under what
situations?
4. What are the mediating mechanisms of the impact of relationship repatseff
5. What is the nature of interaction among the impact of various repair efforts?
The basic and detailed conceptual models of the study are depicted on the next sramgage
once again in Fig 1 and 2 (Appendix A and B). They show the flow of events in a situation of
relationship damage and subsequent repair. There is a given level of belgioniship quality
with the seller to begin with, which is followed by a cause of relationship daresgjéng in a
reduced level of relationship quality, which in turn is followed by repair effoade by the
seller firm resulting in positive change in relationship quality. My themakéirgument is that
perceptions of fairness play a key role and thus mediate the impact of the ffepsioa any
positive change in relationship quality.
Organization of the Dissertation
This section provides an overview of the organization of this dissertation. Tthe firs
chapter provides a brief description of the objectives of this research and theegrookel and

the contribution of the research. Chapter Two provides a literature reviegas @rtaining to



this study, which includes service failure, service recovery, relationstupasg trust repair,

etc. and hence the resulting motivation behind this study. Chapter Two also ditltesses
theoretical foundations of the proposed model. Chapter Three offers the findihgs of t
gualitative study which was an important basis of the model development. Inrdoapthe
hypotheses relating to the model are developed. Chapter Five discusses ihedetethodology
followed for conducting the study. Chapter Six presents the analysis conducted on thel data a
the results. Lastly, Chapter Seven discusses the findings, their inguigcoth theoretical and

managerial, limitations of the study, and some possible future directions.
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CHAPTER 2

REVIEW OF THE LITERATURE AND THEORETICAL FOUNDATIONS

In this section, | discuss the various streams of research that will helpmtig/idad
establish the above mentioned gap in the literature in the field of relationship naeedi
hence establish the need for this study. | briefly discuss these stredgmsatfre below:

Service Failure and Service Recovery

Given the rich extant literature on service failure and service recoverymportant that
| clearly differentiate my study from these research streamgsvicsdailure is defined as
service performance that falls below a customer’s expectations (blofimd Bateson 1997), in
relation to the core service; i.e. the primary reason for the service encsuotegs room
provided by a hotel or meal served at a restaurant. Gronroos (1988) defined seovieg/ras
the actions taken by an organization in response to a service failure. Serviesyr@odudes all
the activities and efforts employed to rectify, amend, and reatgréoss incurredby the
customer due tthe failure Such loss can be either economic (replacing the product/service) or
social (restoring esteem). Two types of service failure have beenreedin the literature
(Smith 1999): outcome based and process based. The outcome dimension reflects what is done
(was compensation provided?) whereas the process dimension reflects how it 1sasottee

employee well behaved?).



Most research on service failure and recovery has focused on exploring vikesatfora
good service recovery, and has provided support for the fact that poor service recovery might
lead to lower levels of trust and commitment (Tax, Brown, and Chandrashekaran 1298 B
fact remains that a substantial number of service failures are often notreectvéhe complete
satisfaction of the customer which possibly results in a damage in relationsliip witla the
customer. Researchers have also not empirically explored various reasonsaotiservice
failures that could be behind a relationship getting damaged, especially im@sbtt®-business
context. This research will not only explore the reasons for relationship damagtathe
service failures, but also the effectiveness of strategies used lyfisakein restoring
relationship quality.

A key difference between relationship repair as conceptualized in this stlidgvice
recovery is the domain of such efforts. While service recovery focuses exiglusitbe one
incident of service failure and how best to handle so as to prevent any declinaangkiat
quality with the customer, relationship repair considers those relationshigs lvave actually
soured, the reasons for which can be several-in addition to service failures, tettmship
damage and repair do not necessarily look at one single dissatisfying incidemsidad
include the whole gamut of possible reasons due to which relationships might ggedama
will discuss some possible reasons in a later section in this study.

Second is the difference between the outcome variable of interest. While the lkeyeutc
variable of interest in service recovery strategies has been ‘stisfaith service recovery
incident’, the key outcome variable in this study will be the change in custarseatd
commitment (in other words, relationship quality) through the repair effortstakda by the

seller.
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Process Models of Relationship Development

Marketing literature has produced several process models of relationshippaeet
which explicitly recognize that marketing relationships are dynamicturenéDwyer, Schurr,
and Oh 1987; Ford 1980; Ring and Van de Ven 1994; Wilson 1995). The general consensus
emerging from these models is that relationships typically begin witbca$s through which
potential partners are identified. There follows a period during which eaghep@ibres more
about the other. When the parties are satisfied that they have a congruenieetofes and trust
in one another, they may then move to the next stage of developing commitment. But epujte oft
needs or situations may change after commitment has been made and one or both dtners se
need satisfaction outside the relationship. Thus, the possibility of decline/elamratationship,
withdrawal, or disengagement has been implicit in most process models ohsHati
development. Dwyer, Schurr, and Oh 1987 agreed that many forces can strain amedtablis
relationship, including increased costs of transaction, decreased basaamigaiasl with
interacting with an alternative exchange partner, and changes in persomggrozational needs,
which in turn might make the rewards from a relationship less valuable. Ring and Van de
(1994) too pointed out that unless both sides benefit, concerns over equity will ruin the
relationship.

Past research also shows that declining relationships can linger for sgiprishg
periods of time, with neither side terminating. Additionally, decliningtieiahips may not even
be hostile, and as proposed by Ring and Van de Ven (1994), this may happen due to
idiosyncratic investments made by partner firms.

In conclusion, the process models of relationship development predict, and other scholars

provide empirical support for the same (Jap and Anderson 2007), that organizational trust in the
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partner organization is the lowest in the decline/dissolution phase of the relatiorespfieBhe
recognized presence of a decline phase in a relationship, and also the possideitabilizing
events happening in established relationships (Narayandas and Rangan 2004),hsolelars
recently opined that relationship decline is unique in its own right and deservesystengatic
research and attention (Jap and Anderson 2007). This study partially fillsstasate gap by
examining nature and impact of the efforts made by partner firms at revdlatgnships that
have gotten damaged due to some reason.
Relationship Recovery

| would also like to differentiate my study from what is often termed in th&etiag
literature ‘relationship recovery’ or ‘relationship revival’ (Homburg, Egyand Stock 2007).
These two terms have been used to refer to firms’ efforts at regainiogneustwho have
defected and have terminated their relationship with the focal firm. In te@sbf research,
scholars have examined firms’ efforts at reacquiring lost/defectedincerst and the
effectiveness of these efforts. The key constructs examined in thess streldefected
customers’ switchback intentions, the price and service benefits offereshtmuiring these
customers, social capital with new service provider, switching reason, Irslatad justice
perceptions, revival specific customer satisfaction, revival performanstMer reacquired or
not), duration of second tenure, etc. (Tokman, Davis, and Lemon 2007; Thomas, Blattberg, and
Fox 2004; Homburg, Hoyer, and Stock 2007). None of these studies examine how and why the
relationship quality with customers declines in such situations and what effghishelp seller
firms restore it.

Once again, just as in service failure/recovery literature, this streemeazrch too

focuses on a single event, i.e., an offer made by the seller firm to aadogtecustomer, and do
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not examine the change in relationship quality over a certain time period or imé#@Htiowing

an event.

Trust Repair

A related stream of research in the fields of social psychology, manageament
marketing is directly related to this study and can be helpful in answeringstarch questions.
The central idea of this stream is trust violation or breach of trust (MormgbR@abinson 1997,
Robinson 1996; Schweitzer, Hershey, Bradlow 2006; Tomlinson 2004; Lewicki and Bunker
1996). Researchers have found that when buyers perceive a violation of trust,fgbeyg res
cognitively, emotionally, and behaviorally through declines in trust, more intensiveega
emotions, increased negative word of mouth, and lower repurchase intentions (Wangfand H
2007). Scholars have also examined how trust in individuals can be harmed over time in the
presence of deception and untrustworthy behavior, and how a promise, denial (Kim 2004)
and/or an apology can play a role in repairing trust (Schweitzer, HersheyratiovB2006) .
Other scholars offered the view that the victim’s willingness to retmiscvery important
following a broken promise and is a pre-requisite for rebuilding trust (Tomlinson 2004). B
these studies, except for Wang and Huff (2007), were conducted in individual setiergs
impact of trust violations by supervisor, a coworker, a new recruit, or another bysness
were examined. Additionally, none of these studies, including Wang and Huff (2007), conside
the specific ways in which relationship quality might decline in business to busiagssts.
Almost all of these studies focus on one single event of trust violation and thus did not
incorporate the typical and unique dynamics of relationship damage in businests.marke
Additionally, none of these studies examined the full gamut of strategies thuthmigsed by

firms in repairing their damaged relationships. For example, Akerlund (2005)odethe
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various ways in which customer relationships might gradually decline in @spronal services
setting. Four types of fading processes were revealed in this studyashdanding process, the
altitude drop process, the fizzle-out process, and the try-out process. Lastly, and very
importantly, none of these studies provides guidance regarding the varicegiassrétat can be
used to repair business relationships, and their effectiveness.
Limitations of Previous Research

A large majority of the studies mentioned in the above research streams have been
conducted in interpersonal or consumer settings and business-to-business contddsrhave
almost completely ignored. Research has stopped at providing normative guidabuielscav
to recover service failures. Scholars have not examined what can be done when servic
recoveries are not successful and the relationship quality suffers becau3defd is less
clarity on the various reasons why relationships might get damaged and alsge®sions have
the greatest negative impact on relationship quality. Additionally, we do not know wha
strategies seller firms use for repairing such damaged relatsresd which ones are most
effective, and under what conditions. Thus, little guidance is available to mandugeogten
have to handle the sometimes unpleasant task of repairing important custonogrstefs that
used to be strong at one time but got damaged due to some reason. My qualitative research
among b2b managers revealed that such incidences of repairing weakatieasigps are quite
common and have important implications for seller firms and their represestative

Service failure/recovery literature does not examine reduction in relafpomsality due
to incidents of service failure followed by recovery. On the contrary, idssarhave reported a
“service recovery paradox” in which customer perceptions are actuahg#tened due to the

recovery efforts. At least three articles (McCollough, Berry, and Ya80; Smith and Bolton
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1998; Tax, Brown, and Chandrashekaran 1998) acclaim the existence of the paradox. However,
at least some research has found evidence against such a “positive” paradgxorasidha on
average, complaining customers’ perceptions of the supplier's imagehafdrave received

service recovery, is equal to that of dissatisfied non-complaining customéosvbuthan that

of ordinary satisfied customers (Andreassen 2001). The author also found that compplaini
customers’ future intent, after they have received service recoverynicsintly lower than

that of both dissatisfied non-complaining customers and ordinary satisfied cisstomaher

words, customers experiencing service failure “hold a grudge” againgligrefism even after

the service recovery. This grudge could manifest itself in reduced levelsband commitment
towards the supplier.

To summarize, in both service failure/recovery and relationship recovearchsit is
clear that service failures lead to decline in the relationship qualitytistcustomer (Maxham
and Netemeyer 2002), but none of the studies in any way examine the extent of damage in
relationship quality, nor do they explore the efforts that might be or are mdide bt
regaining relationship quality once it is damaged. This study aims to fillebesmrch gap.

Relationship Repair

To conclude this section, | would clearly like to state what | mean byareship repair,
how it is different from the above-mentioned concepts and research streams, arestadolich
the research gap that | am trying to address.

Relationship repair can be defined as the efforts made by a partner firmeakaned
relationship that was previously strong, towards regaining the relationshity dgxadls
previously experienced by the two partners. Such a definition is based on somaninport

assumptions. First assumption is that managers are able to tell or perceigkativatships
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decline in quality. Second assumption is that relationship quality can be brought baytk to hi
levels even though it declined due to certain reasons. There is evidence imdheditinat both
these assumptions are reasonable. In my qualitative interviews, maresiigrseealled such
relationships that declined in relationship quality. Some research has preexasiyned the
various ways in which relationship quality declines (Akerlund, 2005; Wang and Huff 2007).
Managers were also very forthcoming in telling about the strategiesiseelyfor repairing
weakened relationships and agreed that such situations were indeed quite commausasdlis
in previous sections, the process models of relationship development predict weakening
business relationships. Such a weakening is also implicit in the literaturevme $ailure,
service recovery, and relationship recovery. However, these researamsstaze traditionally
focused on examining the dynamics of one single incident or event, and have failed to
empirically incorporate the weakening of relationships and subsequently thebl@ospair.
Motivation Behind the Study

The discussion so far establishes the motivation behind this study. Despite thatfa
scholars recognize the possibility of strong relationships becoming wealqraadegploratory
evidence about the same, we do not yet know about relationship damage and subseqguent repai
neither in consumer nor business markets. Relationship marketing researchyleas not
empirically examined the various insults to relationship quality and whalts have the most
adverse effect on relationship quality. Additionally, we also do not know about thegyssahat
firms use for repairing such weakened relationships, or their relatacieéness in different
situations. In order to answer these questions, we would need to capture relationgiiptqual
three points in time: first, before the relationship decline takes plaadeadter the decline

has occurred; and third, after the repair efforts have been undertaken lbyntHe &ssence, we
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need to learn how relationship quality can be restored after a declinekamivepof a
relationship. This is the key question that this study aims to answer.
Theoretical Foundations

| use the justice theory in proposing a framework of relationship repair.eJtetitess
theory has extensively been used in the closely related area of setuieedad recovery and is
quite relevant here. Schweitzer, Hershey, and Bradlow (2006) examine thet#potogy and
promise in the trust recovery process, but, to date, no one has developed a theory-driven mode
of trust and commitment repair in weakened relationships, especially in a B2B&tcont

| argue that efforts at repairing relationship quality in weakerlatdarships impact trust
and commitment through influencing customer evaluations of perceived justiceydtbeses
incorporate the effects of perceived justice on buyer trust and commitmentfeatsl ef repair
efforts on justice perceptions.

Justice theory has often been invoked to explain the situations of service faitvies s
recovery and resulting customer trust and commitment in the seller (Tax 1988eSa.
1999). Research across several contexts, such as legal, organizational, llryenaseiage, etc.
has found the concept of justice valuable in explaining people’s reactions to caniitoss
(Goodwin and Ross 1992; Lind and Tyler 1988). Justice involves propriety of decisions. A three
dimensional view of the concept has evolved over time to include distributive juséatiagde
with decision outcomes), procedural justice (dealing with decision-making presgdamd
interactional justice (dealing with interpersonal behavior in the enactmerdagfdures and
delivery of outcomes). Thus, justice pertains not merely to outcome distribution, but htse t

the distribution is arrived at and the manner in which it is implemented. Sheppardkil.and
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Minton (1992) state that distributive justice is about outcomes where as progesiicalis
concerned with procedures and processes.

A relationship damage situation can be viewed as an exchange in which the customer
experiences a sense of loss; of both utilitarian and symbolic dimensions. Such a rautaptas
from social exchange and equity theories (Walster, Berscheid, and MI&88& Walster,
Walster, and Berscheid 1978). Thus seller firm efforts at repairingteonslaip and bringing
about positive change in levels of trust and commitment can be considered mixedjegcha
involving two aspects; first, the monetary or utilitarian loss incurred by ther ligiyo be
restored, and second, the processes followed by the seller must assureotherdhst if such a
problem situation arises again, the seller will always respond positiveltha interests of the
buyer will be well taken care of. Bagozzi's (1975) thesis supports such ecoaomedl as
symbolic aspects of exchange. Thus, the recovery in trust and commitmeramngyrsat much
about whether the customer was treated well overall during that particutar ghelationship
damage and relationship repair efforts, but it is also about whether the psoictiesved allow
the guarding of buyer interest in the future as well in case somethingilarsiature happens
again. Scholars have argued that trust in a person or organization is acquired by otiserving
party or learning of previous interactions, such as conflicts, the partner hagthathers in
similar situations (Holmes 1991). Achrol (1991) too stresses the central role laftconf
management in fostering inter-firm trust. Thus, the spirit of the procésdkegsed by the seller
in a conflict situation is a strong indication of how the seller is going to behavefirtuhe as
well, thus providing an indication of the extent to which the buyer can take the risk ngputti
trust in the seller once again. Given the fact that trust has often been treafedhaselief that

the trustworthy party is reliable and has high integrity (Morgan and Hunt 1994; Mqgorman
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Deshpande, and Zaltman 1993), a positive change in trust will take place whenoihe @fctihe
seller (post relationship damage) reflect the seller’s benevolentedsi competence, etc. that a
buyer can expect in future as well. Such an expectation will be based on two abpeltts
behavior; specifically the distributive and procedural justice perceptions phe efforts
undertaken by the seller.

Some practitioner literature too (Kumar 1996) stresses the importance ibutigrand
procedural justice in situations of conflict. Thus, in situations of conflict, justicepions play
an important role. A situation of relationship damaged is typically a cosfiction between
the buyer and seller, which decreases the levels of trust and commitmeue frexigthe efforts
made by the delinquent seller towards regaining trust and commitment workueyang the
fairness perceptions of the buyer.

Relevant Dimensions of Justice

For the purpose of this study, | choose only the dimensions of distributive and procedural
justice, and | do not examine interactional justice. There are several reaboms making such
a choice. First, interactional justice refers broadly to the fairnese afiterpersonal treatment
people receive during the enactment of procedures (Bies and Shapiro 198 f1daiBG8). It
involves characteristics such as caring, individual attention; amount of positrgg @ into
resolving a problem; courteous behavior; giving explanations, and not being rudenayatoy
the other party. Second, the focus here is the relationship quality with the firm, ahd salets
representative. So, interactional justice, which is about the individual attention antbeha
not relevant for the purpose of this study. There is support for this reasoning in thieairgaal

behavior literature too. Aryee , Budhwar, and Chen (2002) found that while distributive and
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procedural justice perceptions of employees were related to firm cormmjtanly interactional
justice was related to supervisor commitment (at individual level).

Procedural justice, as traditionally conceived, refers to the fairneise vétious
procedural components of the system that regulates the distributive procesghbket al.
(1980) proposed six dimensions of the construct of procedural justice: consistent psycedure
without self interest; accuracy of information; correctibility of ac$i; interests of all parties
taken into consideration; and ethicality. They also argued that what casspitotedural justice
differs from situation to situation and different situations would utilize iffedimensions of
procedural justice and possibly also different combinations. Thus, this studgeaitias the
factors that comprise procedural justice and the dimensions from which theyatai The two
most salient dimensions in this situation seem to be ‘taking interestpafiadis into
consideration’ and ‘ethicality’, both of which have not been addressed in the matitetatgre
so far. The common procedural justice operationalizations such as impartidligiae (Cohn,
White, and Sanders 2000), speed of response (Smith and Bolton 1999), etc., do not appear to
apply to a repair situation. Thus, identifying the relevant, applicable dimensipnscefiural
justice to a situation of relationship damage and subsequent repair is anaitetrcile
contribution of this study.

Conclusion

To summarize this section, justice theory, which has been used in several othds contex
will be used in a new context of repairing trust and commitment in this studye d@imensions
of justice have been proposed and commonly used by researchers: distributive;rploaedu
interactional justice. For the purpose of this research, | plan to use only disér doud

procedural justice. Procedural justice has been used mostly taking a peesthedttconsiders
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what happened in the past, but the true test of procedural justice is to test itsomibect
subjects’ perceptions about the future. A typical situation of relationship damagenslict
situation in which justice perceptions will play a key role in determiningxtemeto which the

respondent will once again keep her trust and commitment in the delinquent party.
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CHAPTER 3
EXPLORATORY RESEARCH AND MODEL DEVELOPMENT
Overview
Given the lack of empirical studies in this area, | first decided to conductagivalit
research to explore what typically goes wrong in buyer-sellegiaeships, and what are the
common reasons why these relationships are damaged. | also tried to exploretiseerts
made by managers in repairing relationships that have been damaged. Thus$)aatredying
on prior theories to test data in the traditional hypothetico-deductive appreacthyzed
practitioner input from representatives of the seller firm, and allowed st emerge from the
data. | conducted interviews with managers, and these interviews wergugiiigetranscribed
and analyzed. The process enabled me to identify the most common reasons vamginghati
get damaged in a b2b context and also how managers try to repair such damageshipka
and gain the trust and commitment of the buyer.
Methods
| first conducted a series of informal conversations with business-to-lsis@emgers
(mostly seller firms). Respondents for these informal conversations iwesercbased on
convenience and through personal references. Snowball sampling was also usedan order
contact respondents that could best fit the purpose of this study. On the basis of insights
developed through these conversations, | developed an interview guide for subseeeevst

conducted with managers. This interview guide was used to conduct interviews with 26
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managers from eight different industries. The industries represented iartipesvere
marketing consulting services, telecom, financial services, tools and haydmegght and
logistics, insurance, and market research. All the managers wereydiespibnsible for
managing customer relationships on behalf of their firm. Four of the managersdhaikisd
in the capacity of buyers in their firm and hence brought in the buyers’ perspedtieestudy.
All the interviews were conducted telephonically and lasted between 25 to 40 niightsen
respondents were males while eight were females. Participants’ teitluteeir firm varied: 11
had worked at their firm 5 years or less, 9 for 6 to 10 years, and 6 for 10 or nrsre yea
| used the critical incident technique (CIT) for the purpose of discoveringdkerre behind
relationship damage and the repair efforts undertaken by managers (rRld88da CIT uses
content analysis of stories in the data analysis stage of the procedure. Clh¢adtesies that
people have told and asks questions of stories in order to classify each one uneerea bk
specific descriptions of events and behaviors are identified as criticalntsidecritical
incident is one that detracts from or contributes to the general aim of the antevisygnificant
way. | defined critical incidents as those events unfolding over time, in which thiy giidhe
relationship between the buyer and the seller declined due to some reason.
Data Analysis

The data were analyzed using multiple grounded theory methods outlined by Sithuss a
Corbin (2007). Each interview was first analyzed by two researchers inclugsegf using the
open coding process to identify key concepts that emerged from the interviews. Weethen us
axial coding to group categories with subcategories and also to see how thgsreesatelated

to one another.
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Findings
Causes of Relationship Decline

In this section, | will explicate upon the possible reasons why relationshipyquagjht
decline in well established and strong relationships. For this purpose llwidr@revious
literature and the 26 interviews mentioned above that | conducted with manag&msgwoth
in selling and purchasing roles.

Using extant research and business experiences, Pillai and Sharma (26€3gdre
research and developed several propositions regarding the decline of relationationien
mature relationships. According to them, relational orientation comprisg¢scwosnitment, and
information exchange, a conceptualization quite close to relationship qualitgrsteuct found
most predictive of cooperation and performance (Palmatier et al. 2006). They trguleuyers
start an association with the supplier with a transactional orientation. Exqeefailitates the
gradual development of a relational orientation. Subsequently, such a relatiomaitiomen
mature relationships can decline due to several reasons. Drawing on thejrath@slso the
qualitative interviews | conducted, | identified the following reasons due to wsiahlished
relationships might get damaged and a relational orientation might turn intactianal
orientation:

a. Supplier’s relational assetSupplier’s relational assets can be of two types, transaction

specific and non transaction specific, and both these assets create buyer dependence

Transaction specific assets such as specific machinery or human assetsclisavely
for the buyer can be easily duplicated, but non transaction specific ones sucltias,loc
technical expertise, cost structures, etc. are much harder to duplicate,raadanc

dependence of the buyer on the seller, which in turn enhances buyer’s relational
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orientation towards the seller. Thus, decrease in supplier’s relationa agbatso
decrease buyer’s trust and commitment towards the seller.
. Quality of alternativesindividuals remain committed to a relationship to the extent that
other available alternatives are unattractive (Johnson 1982). Thus, in inforntion r
environments of today, buyers can be expected to weigh the costs and benefits of
switching to more appealing alternatives. When the buyer perceives thiaergtans
from the existing relationshimight belower compared to the alternatives, buyer’s trust
and commitment in the seller decreases. The following is a relevant quotdé&om t
gualitative interviews that | conducted:

Another thing that can go wrong is that we can seem to be too expensive. When

you have a competitor that is saying we’ll do the same job for half the price, that
can create issues.

Lack of innovationExtended length of relationship causes some buyers to believe that
the supplier does not bring innovation to the buyer, or in other words, the relationship has
become stale. Additionally, buyers might believe that the supplier has |dsiitista be
objective and is too similar to them in thinking and has less value to add. In the same
vein, Beverland, Farrelley, and Woodhatch (2004) found that reacting to cliesttititi
value change is a ‘relationship hygiene factor’ that does not of itself encoarexyeat
of relationship and leads to client perceptions of supplier complacency. Thusyegercei
lack of innovation or lack of supplier initiated value change can lead to reduction in
buyer’s trust and commitment towards the seller. This is reflected foltbeing
comment made by one of the respondents that | interviewed:
Sometimes we have seen the relationship weaken because we have folks that
support the business but are on it too long and therefore the ideas and their
energy and passion about the business, which is pretty important on the agency

side, very much weans over the years. So sometimes we have not rotated
individuals enough and it's been challenging.
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d. Opportunistic behavior by seller (or trust violatioms discussed earlier, this has been
the primary focus of research on trust repair so far. Once again, as this sgutiomsex
there can be several reasons why relationship quality might decline in a b2ti.dante
mature relationships, some buyers gradually develop the belief that suppi¢aking
advantage of the trust between the two parties and are acting opportupi€icajison
and Ambler 1999). This leads to a lowering of trust and commitment, and consequently
weakening of relationships. Moreover, seller’s actual violation of buyerdansiead to
negative responses such as negative emotion and decline in trust and hence commitment
(Wang and Huff 2007). Read the following quote from one of the respondents:
If someone makes a mistake and doesn’t clearly and honestly talk about it, if you
were being dishonest with them in anyway, like you’re trying to brush something

under the rug. I've seen that happen, and when they did that it was not healthy for
that relationship because the client lost trust in a big way.

e. Service failures and dissatisfactiddissatisfaction is an important cause behind
relationship decline and is a primary explanation for relationship terminatiog #Rd
Dwyer 1992). However, dissatisfaction is typically not caused due to a sistdace but
tends to build up in established relationships. In fact, when trust and commitment are
high, it has been shown that a given service failure has virtually no effect bonsig
quality with the customer (Priluck 2003). Thus, repeated service failures and other suc
negative experiences result in decreased trust and commitment towardiethé&lsisl
aspect is reflected in the following quote:

We were horrible and we did not take the relationship seriously. We made

mistakes all the time. There were no checks and balances, there was no
accountability, we just made mistakes.
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f. Social/personal bonddt has repeatedly been shown in marketing literature that strong
personal relationships lead to relationship sustaining factors such as trust and
commitment. Scholars have also argued that buyers and sellers who have stongl per
relationships are more committed to maintaining the relationship than asebtesity
bonded partners. Additionally, liking generates trust in the sales representative
(Nicholson, Compeau, and Sethi 2001). Thus, turnover or movement of key personnel
affects relationships, and leads to lowered levels of trust and commitmaintisative
seller firm.

g. Changes in the environmemRelationship may also weaken due to external forces
beyond the control of buyer and seller. Sometimes, changes in the environment create
new market realities and existing relationships and their terms are teat guithese
new realities. A typical example is increased globalization and competiittr low
prices forcing firms to outsource supplies to new geographies. Unless theiseller f
shows extreme adaptability in such situations, such an environmental changeadrtay le
decreased trust and commitment on the part of the buyer.

In order to keep the study manageable, | decided to explore a limited numbealod e
mentioned reasons in my study. | selected the reasons for damage based onghee@rthe
reason should not connote that the firm did not value the relationship and it wanted to get out of
it. Such seller intent would automatically mean that the seller firm would nat arey efforts
towards repairing the relationship (b) the seller firm can be held respomsilie freason and it
should not be something out of its control (c) how frequently the reason came up during the
gualitative, exploratory phase of my study. For example, a seller firmatdoerheld responsible

for any change in the business environment, or for the fact that the accounenddribg
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customer left the company for better opportunities elsewhere. Hened, draghese criteria, the
three reasons behind relationship damage that | explore in this study are oppotbehavior
(of the seller), service failure(s), and availability of better alteres for the buyer.
Relationship Repair Strategies

Although there is no study that examines the various strategies selleusiemath the goal

of regaining trust and commitment in weakened relationships, some initialnge! is available
in the literature in related research streams of service failupgggcand trust repair in
interpersonal settings. | supplemented this research with the qualitatik¢hat | conducted (as
explained previously), and arrived at the following list of efforts:

1. Apology/AccountabilityPrior work has found that apologies influence judgments about
the other person. Specifically, respondents rate transgressors who apologize more
favorably and less culpable than they rate transgressors who do not apologize.ofomlins
et al. (2004) argue that the timeliness and sincerity of apology contributes totiimeofi
trust violation becoming more willing to reconcile, which is a necessaryteamiébr
redevelopment of trust after the violation. Kim et al. (2004) observed that apology has a
beneficial effect on trust because it takes ownership for the violation, andtiueys a
sincere future intent to avoid trust violations. Thus, it can be expected that apologies
favorably influence the assessments made about the other party and help regama trus
commitment in a weakened relationship. Although scholars sometimes conceptualiz
apology as saying ‘I'm sorry’ or expressing remorse (I feel bad)(®thlenker and
Darby 1981), what emerged in my interviews with managers was primarily
accountability, or in other words, taking ownership of the situation and accepting one’s

role, responsibility, and mistakes. Thus, for the purposes of this study, | wiHeiserm
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2.

accountability, which includes the elements of apology too as examined in previous
research. This is in tune with Tomlinson et al's (2004) argument that an apologinhelps
reconciling the victim, instead of actually aiding rebuilding of trust andhuitmment. One
of the executives interviewed had this to say about how to repair relatioridhupsber
one is to admit the error, be honest, take accountability. So if there’s financial
repercussions we would take the hit and be open about th&.2asy to see that this is
different from a mere apology.
AssuranceSome authors conceptualize trust as a psychological state of the individual,
comprising positive attributions about another’s behavior that is subject to inflognce
formal structures in a relational context-such as contracts. Thus, an assuranc
guarantee for the future possibly works as an external contract hatheeduce
uncertainty by constraining individual and organizational behaviors. This logic is
reasonable because a contract is essentially an agreement, and anragae ine
formal, informal, written, oral, or just plain understood; and strong normative pressures
can make handshake deals or promises binding (Malhotra and Murnighan 2002). Some
authors (Garfinkel 1967; Zucker 1986) indeed focus on trust as a set of shared
expectations among dyads, groups, or society. Thus, an assurance, promisenteguar
for future behavior can lay down positive expectations and help regain trust and
commitment in a relationship. The following is an illustrative quote:

You really want to assure the client that such things will not be repeated in the

future. Everyone makes mistakes, but making the same mistakes again and again
really makes you look dumb.

CompensationQuite often the reasons for decline in relationship quality might result in
direct or indirect suffering or losses to the buyer. For example, opportunistic doretmavi

the seller might involve psychic costs for the seller and the added costs g puidied
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4.

controls in governance so that such opportunism is not repeated. Or else, repeatd servic
failures can result in process costs and loss of revenue for the buyer. Sdwaalgexc
theory highlights the role of distributive justice as it relates to the albocat costs and
benefits in achieving equitable exchange relationships. Thus, distributive justic
perceptions resulting from the allocation of compensation (discounts, freleameise,
free services, refunds, coupons, etc.) in response to the inequity caused to the buyer wil
have a bearing on the intentions of the seller firm. Walster, Berscheid, astkiVal
(1973) have shown that compensation is a strategy for restoring equity to an exchange
relationship when one party has been harmed by the other. Thus, compensation offered
by the seller will positively affect the rebuilding of buyer’s trust andragdment post
relationship decline. Here is an illustrative quote:

...it caused the client some financial harm. We basically had to do some free work

for them to make up for the harm that had to take. So to be able to make good is
one piece of it”

Third party recommendation: Although this element of relationship repair has not been
examined in the literature and it emerged in my qualitative research only cnalars

do believe that third parties may provide another basis for attributions ofdrtistvess
(Burt and Knez 1995). According to them, a friend of a friend may be perceived as
benevolent. Similarly, when a relationship declines, a positive word from a third party
can help restore trust and commitment in the buyer. One relies on the cumuldtive pas
experience of the recommender and develops an expectation that the trusteelan be r
upon in the future. This to some extent reduces uncertainty about the future.
Organizational Changd define organizational change as the seller firm’s efforts in
bringing about those actions of corrective nature that ensure that the past pfabkins

by the customer do not recur. Talking of repairing relationships, one of theiegscut
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said: “...you must quickly address here’s how we will make it right and here’s how in the
future we’ll work to make sure that this same kind of problem doesn’t happen again.
Again, they tend to understand those thingauth remedial change can demonstrate that
the seller firm is being accountable and also helps reduce uncertainty adidenys
repeating themselves in the future. Such remedial changes which atalgsen
improvements in service will likely have a strong influence on custonaduagtions of
service quality which in turn will enhance levels of customer trust and comntitme
(Bolton and Drew 1991; Sharma and Patterson 1999; Venetis and Ghauri 2004)

6. Increase in relationship specific investments (RR$SLts can be defined as a customer’s
perception of the extent to which a seller devotes resources, efforts, anidatened
at maintaining or enhancing the relationship with the buyer and that cannot beedcove
if these relationships are terminated (Smith 1998; DeWulf , Schroder, and leicobuc
2001). RSIs can be expected to create psychological bonds that encourage customers to
stay in a relationship and sets an expectation of reciprocation (Smith analyB8r).
Since scholars have often demonstrated RSIs effectiveness in positigabtimgy
relationship quality (DeWulf, Schroder, and lacobucci 2001; Anderson and Weitz 1992;
Ganesan 1994), | propose that increased levels of RSIs post decline in relatiothship w
also be useful in regaining buyer’s trust and commitment.

You have to make the attempt to repair or re-spark that part and that particular

relationship at multiple times in multiple ways, via phone, via happening by their
office in person, sending email, putting more into the relationship overall.

Once again, | dropped one of the above-mentioned repair efforts based on the frequency
criteria. Getting a third party to put in a recommendation came up only once esearch
while all other efforts were reported at least by eight respondents whoenviénved. Hence, |

explore five repair efforts that are frequently undertaken by seller: fammspensation, making
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relationship specific investments, displaying accountability, givesgiieance for the future, and

making organizational changes.
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CHAPTER 4
HYPOTHESES DEVELOPMENT

The model shown in Figure 2 depicts the hypotheses to be tested in this study. Figure 1
shows the broad conceptual model for the study. | now develop and theoretically support the
hypotheses to be tested in this study. Support for the hypotheses is printagheddrom
fairness theory, attribution theory, and mental accounting principles that eustose for
categorizing various types of resources.

The first hypothesis relates to the effect of the reason behind relationshigedaris
study explores three possible reasons why relationships get damagedé: fadvies,
opportunistic behaviors, and availability of better alternatives. The concept ofwppic
behavior from the transaction cost analysis literature is defined asriteest seeking with
guile” (Williamson 1975). Research spanning over two decades has found that opportunis
behavior is detrimental to inter-firm relationships and affects firm pedoc@ and customer
satisfaction adversely (Morgan and Hunt 1994; Crosno and Dahlstrom 2008). Similadyches
in the field of service failure and recovery has often reported that serigesdead to negative
customer emotions and reduced satisfaction (Smith and Bolton 1998; McColl-Kennedy and
Sparks 2003; Wang and Huff 2007). The same holds true for the availability of betteataves
as well. Social comparison theory would say that the termination of a relagionaktinot be
problematic for individuals who have better alternative relationships thattiafy sheir needs

(Thibaut & Kelley 1959). Scholars have often argued that in an information ricimgyna
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environment, buyers will continually weigh the costs and benefits of switahimgte appealing
alternatives. This might lead to consideration of alternative suppliers, dnddute the
relational orientation in a current relationship (Becker cited in Pillai andr&h2003;).
However, the key difference between these three possible reasons of rejati@asine
is the level of attributability for the problems, and the extent to which the probleras
perceived as controllable by the ‘offending’ supplier. Since opportunistic behaemuiisalent
to “self-interest seeking,” | argue that such behavior will be perceivetascontrollable and
directly attributable to the supplier. Service failures can possibly hieustin to reasons beyond
a supplier’s control, such as human factors, environmental factors, and somggmeastomer
related reasons. Following the same argument, availability of betanatites will be most
distal from the supplier in terms of controllability and attributability. Milsbe especially true
if the supplier’s performance itself has not declined in any way. In fact, thaneassibility that
buyers discount the better deals and offers from the competition as meteteffare the
customer into placing a large order and thus merely competing supplierss ¢ff establish an
attractive business relationship. Experienced business-to-business buye$/probarstand
that once the initial ‘honeymoon’ period is over, a new and attractive supplier migloitLio
be no different from others in the market. Keeping in mind these arguments, | hypothasi
H1: Opportunistic behavior of the supplier will have the most damaging effect on the
relationship, followed by the relationship insults of service failures anthbiity of
better alternatives, in that order.
Social exchange theorists have identified three dimensions of perceived futice t
influence how people evaluate exchanges: distributive justice, which invobmscee allocation

and the perceived tangible outcome of an exchange (Adams 1965; Deutsch 1975); procedural
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justice, which involves the means by which decisions are made and conflicts@wed
(Leventhal 1980; Lind and Tyler 1988); and interactional justice, which involves the manner i
which information is exchanged and outcomes are communicated (Bies and Shapiro 1987). As
stated earlier, | use only distributive and procedural justice for the purpdss dgearch. |
argue that post relationship damage, the repair effort undertaken by the seltprferates
economic and social interaction between the customer and the organization, which in turn
impacts the fairness perceptions and subsequently the quality of the relgtionshi
Gassenheimer, Houston, and Davis (1998) discuss how social and economic value (or
benefits) received from a relationship determines the relational distati¢eace the fairness
perceptions about the given relationship. In addition, there is a long traditionatcreselated
to relational benefits (Morgan and Hunt 1994; Hennig-Thurau, Gwinner, and Gremlert{z102)
has empirically shown that quality of a relationship is determined both by asasiell as
economic benefits as perceived by customers. Nonetheless, we are yetstanddée role that
fairness plays in the development and maintenance of relationships. Economic anchigzsal
have been known to be contributing to both perceptions of fairness and trust and commitment
(Morgan and Hunt 1994; Gassenheimer, Houston, and Davis 1998). However, it is reasonable to
think that trust and commitment would develop as a result of fairness perceptions and not vice
versa. Since perceptions of justice and fairness have been shown to be esplesialiyire
situations of conflict (Blodgett, Granbois, and Walters 1993), it is a good startimgqoi
examine the role that fairness plays in rebuilding trust and commitment in dhmage
relationships, since damaged relationships are close to being a conflibsitnavhich
expectations of one or more party have not been met. Additionally, people’s conception of the

overall or total fairness of a situation is based on both distributive and procegachkas the

35



exchange (Tornblom and Vermunt 1999, p. 43). Other scholars too have argued for a strong
positive association between fairness perceptions and quality of relatio@styipe, Budhwar,
and Chen 2002; Anderson and Weitz 1992). This leads to the following hypothesis:

H2: In a situation of relationship repair, improvement in relationship qualitywil

positively related to perceptions of (a) distributive justice and (b) procedstals.

H3: Buyer’s perception of procedural fairness will have a stronger effettamge in

relationship quality than will the buyer’s perception of distributive fairness.

Based on a review of 45 studies, Brockner and Wiesenfeld (1996) concluded that there is
an interaction between perceptions of distributive and procedural justice. WhidoutiNegt
justice is low, the level of procedural justice is more strongly related tecdsbjeactions. When
procedural justice is low, distributive justice is more strongly relateddjgsts’ reactions.
Referent cognitions theory (Folger 1986, 1989) and group value theory (Lind and 98&)r
argue that individuals expect dignity and respect from others and that relat\onalls are ends
in themselves (Tyler 1997). When they are present, people are less upsetiat peg@imes in
part because procedural justice has met esteem and identity needs. Baodvéesenfeld
(1996) noted that because people generally view procedures as relativeltistahheay feel
reassured that their esteem and identity needs will be met in the futurd, aiamelening the
negative reaction to an immediate adverse outcome (Tyler and Dawes 1993). Wheaspleests
of procedural justice are absent, people are more likely to view an interatimmsmess like”
and to focus upon outcomes. Hence, | propose the following hypothesis:

H4: There will be an interaction effect between distributive justice aneguoal justice

such that the positive effect of distributive justice on change in relationshipyqtiaiie 3)
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will be greater when procedural justice is high relative to when procedureéjisslow, and
vice versa.

According to social exchange theory, distributive justice plays an impoodiann
allocation of costs and benefits in brining about equity in exchange relationshipsqA8a5;
Deutsch 1975). In other conflict situations such as service failure and custon@aints,
researchers have examined the role of distributive justice perceptionscasi@ of
compensation (discounts, free merchandise, refunds, coupons, etc.) in response tudny ine
caused to the customer. Tax, Brown, and Chandrashekaran (1998) provide evidence that
compensation plays the most important role in customers’ perceptions of digtriostice.
Keeping in line with past research, | propose the following hypothesis:

H5: Compensation will have a positive effect on customers’ perceptions of digtibut
justice.

Relationship specific investments are the investing of time, effort, and ot#wnerable
resources in a relationship. In a business-to-business context, such invesnaeonsidered to
develop an expectation of reciprocation (Smith and Barclay 1997), and hence can also
theoretically be made for indirectly compensating the customer if neeleske investments are
difficult or impossible to redeploy to another relationship. Some examples of sustmewnés
can be dedicating personnel for servicing, building specialized fagihti@king joint
promotions, etc. Since deployment of such investments invariably involves investitaptabs
money, apart from serving to show commitment to the other party, such investnmealisoca
possibly be seen as enhancing the tangible outcomes in the eyes of the cesjoecally when
these investments are being made in the post relationship damage period. Heposd e

following hypothesis:
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H6: Relationship specific investments will have a positive effect on custbpesceptions
of distributive justice.

In its simplest form, accountability refers to the evaluation of an engigrrmance by
someone other than itself (Newman and Turem 1974). A common theme pervading the
accountability research is the motivation for approval and respect of those to wh@n one
accountable, whether at the individual, group, or organizational level (Tetlock 198&yr&tem
accountability suggests that individuals held accountable for their behavior a&dikalyrthan
unaccountable ones to be high performers, develop greater accuracy, and be mwe tattbeti
needs of others (Harkness, DeBono, and Borgida 1985; Meixner and Welker 1988).

Accountability to a group or constituents one represents may also precigitate hi
performance (Tyson-Bernstein 1988). Given such research findings at the indenvelat can
be expected that firms that display greater accountability-oriepfgoach, i.e. which are
willing to accept that they are responsible for any transgressions vpidrbeived by customers
as trustworthy. Taking accountability in b2b settings will likely be déffiefrom apology as
commonly examined in the service failure/recovery literature. [egilon behalf of suppliers are
monitored closely by buyers in b2b settings and these failures also have sigfiifi@acial
implications. Thus a seller firm that shows accountability will be percesemiaguarding its
own interest, and as having procedures that can guard customer’s interest imfutBeséd on
the above discussion, | propose the following hypothesis:

H7: Accountability will have a positive effect on customers’ perceptions oegroal
justice.

There is a rich stream of literature, primarily motivated by the Bigntheory that

explores how customers are offered assurance by seller firms. Sucmessaacome in the

form of brand names, warranties, high price, advertising, or through the use of tkstrmar
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online retailing (Kirmani and Rao 2000; Aiken and Bousch 2006; Arnold et al. 2007). Though
the use of effect of assurances has not been sufficiently explored in businegs, sestbal or
written communication from the supplier offering assurances to the customet slusklas a
trust building mechanism by signaling to the buyer that the supplier is takingdéssary steps
to alleviate the situation. Scholars argue that greater the perceivedarsR(000), the greater is
the need and impact of service warranty on the customer. Service warranti@sarghraplicit
assurances to the customer, have been shown to have the potential to improve internal
performance (Hart 1995), achieve greater customer value (Hart 2000), and enlstooer
loyalty (Evans et al. 1996). This is possibly achieved through reducing thévpdrdsk of mal-
performance in future. When customers face problems (that can be attributeddibethen a
relationship, it is important for the seller to assure and prove to the custommrdhatcidents
will not be repeated in the future. Additionally, such an assurance will show to tbeeushat
the seller is committed to ensuring that the customer will not face problemsaadéhas the
necessary processes for the same. Thus the act of assuring the custaimeptiodlems will
not be repeated and the customer’s interest will be guarded in future would ledtketo hig
perceptions of procedural justice. Hence:

H8: Assurance will have a positive effect on customers’ perceptions odpiratgustice.

Literature in the field of change management has shown that organizationsreipg

large scale change perform better than organizations that experiencetemeaiechange or no
change at all. Additionally, these organizations demonstrated signjicmeater improvement
in managerial competence (Waclawski, 2002). Thus, organizational change has beetoshow
change the leadership, culture, and structure of a firm, which allows for impraredjerial

behavior, resulting in superior firm performance. Thus, when a large scatgedeanade by the
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organization, which changes the leadership, culture, or structure of the organizatinrheta
potent clue for customers that the service performance of the sellevifiroe enhanced and
thus the seller can be relied upon for not repeating the mistakes committed in.thiepest |
propose that:
H9: Organizational change will have a positive effect on customers’ peme pf
procedural justice.

Customers’ fairness perceptions after the repair efforts made bsilrefism would
possibly depend on the way resources/efforts are valued and categorizetbinersis
According to mental accounting principles, people use various implicit methodsgo assi
resources to different mental accounts (Benartzi and Thaler 1995; Thaler 1985). d3sapi
economic and social resources to different mental accounts. Thus, customikslwlace
greater value on exchanges involving similar resources than on those involvingldissimi
resources/efforts. Additionally, attribution theory would suggest that thex &edh will not be
directly held responsible for presence of better alternatives, as would ¢esthior service
failures. Since service failures can directly be attributed to the,seb®@mpensation will be
more in line as an appropriate exchanged resource. Following the sameppgitunistic
behavior is a breach of trust which majorly distracts from the social elgmiette relationship,
and hence compensation will not be an appropriately matched resource/effortafsthe re
behind relationship damage was opportunistic behavior. Based on the above arguments, |
propose the following:

H10: Positive effect of compensation on distributive justice will be highesthéorontext of
service failures, lower for better alternatives context, and lowest for opsticurehavior

context.
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H11: Positive effect of relationship specific investments will be higheshéocontext of
service failures context, lower for better alternatives context, andgidareopportunistic
behavior context.

H12: Positive effect of accountability on procedural justice will be higheshéocontext of
opportunistic behavior, lower for service failure context, and lowest for betenatives
context.

H13: Positive effect of assurance on procedural justice will be highestrface failures
context, lower for better alternatives context, and lowest for the context otwpistc
behavior.

H14: Positive effect of organizational change on procedural justice will beshiigineservice
failures context, lower for better alternatives, and lowest for opportunistaloe.

It is often said that actions speak louder than words. Among the aspects of plocedura
justice, only organizational change can be categorized as actual actiomkewnéy the seller
firm to ensure that customer’s interests are given primary consalevatien it comes to doing
business. Through displaying accountability, the seller firm acknowledges}hia¢ie is a
problem (b) the seller firm is responsible for the problem (c) it owes it to tfex bumake up
for what went wrong. Through providing assurance the seller firm makeslar gromise for
the future, i.e. (a) it will try that the problem will not be repeated in future antvid) make up
for the loss in case it happens. Thus, both accountability and assurance reflectoanl the g
intention of the seller, but it is only through making the necessary organizati@amege that it
has shown that its intentions are not hollow. Thus, in the presence of organizational change, the
display of good intentions will have a greater impact. This leads to the fojdwpothesis:

H15: The positive effect of accountability and assurance on procedural judtibe wi

stronger in the presence of organizational change.
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Once again, following the same logic as for hypothesis 14, compensation isdhe acti
component of the overall intention of the seller firm to make up for the losses incutiesl by
buyer due to the problem caused. Increased relationship specific investraentsgaral to the
buyer that the seller cares for the relationship and that it is willing to wedrds making up for
past problems by finding ways to give to the buyer in the present. But relgbicpsuific
investments can take many forms, and are usually made in anticipation of futurts bereith
parties, rather than to compensate one party. In other words, compensation isphctly ex
made for reasons of the past whereas RSIs can also have a future orientatidnarblesthat
aspects of equity through making of relationship investments will have amiragact on
perceptions of distributive justice when the seller has made good for pastiohbgHence |
propose the following hypothesis:

H16: The positive effect of relationship specific investments on distributitiegusill be

stronger in the presence of compensation.
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CHAPTER 5
RESEARCH METHODS
Mixed Experimental Research Design

In some similar studies examining service failure/complaint handling lwekavi
researchers have used the critical incident technique, in which respondeyscaily tasked to
recall an incident of service failure/complaint handling that respondeseis itathe past few
months. However, my qualitative research had suggested that the gwenageor business-to-
business relationship damage followed by repair efforts was much longerparatiyytook
several months to unfold. Hence, due to the problems associated with retrosgmdztioports
such as memory lapse, rationalization tendencies, and consistency fattorded to conduct a
scenario-based study. Additionally, recall-based studies tend to be asyrgptotistomers’
responses to ordinary problem (service failure/complaint/relationshipgigmituations because
customers tend to report on incidents that are important to them (Andreassen 2@l a | us
mixed-design experiment using a survey method (but an experimental degign $tudy) for
testing the hypotheses in this study. Such a design better allowed ntddo ¢assal
relationships and it does not suffer from the limitations of recall-basechddSiqith et al
1999). This study followed a fractional factorial design in which only the mégntefand
second order interaction effects were examined. After | conducted a piloteshahg students,
a representative sample of retailers evaluated hypothetiaabredhip decline/relationship repair

scenarios that were related to one of their current vendor relationships. Seoargodoassed
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methodology has frequently been used by scholars to study similar situationsaef ser
failure/recovery and trust violations (Smith et al 1999, Wang and Huff 2007, Tomlindon et a
2004), and is considered very appropriate for situations where it is difficultaie @eeal

conflict situation for the respondent.

The mixed design experiment involved manipulation of two factors. The factoorreas
for relationship damage’ was manipulated at 3 levels (service failuretapson/better
alternatives). Thus, each subject was exposed to one of the three primaing ketsnd
relationship damage. Subsequently, within each relationship damage celletheddtionship
repair efforts (and their second order interactions) were manipulated usitigrasubjects
design. These subsequent repair efforts were based on a 2X2X2X2X2 desigoulddtave
resulted in 32 possible relationship repair effort combinations (with epelofythe 5 different
repair efforts either present or absent). However, instead of using ectollidhdesign, | used a
fractional factorial design in which | was able to test for the main effextshe second order
interactions of the repair efforts. Third, fourth, and fifth order interactiars wot tested in this
study. In other words, a given respondent was exposed to one reason of relationship damage,
followed by only one description (out of 16 possible different types) of repaitstfodertaken
by the supplier. In this way, the study comprised 48 cells of respondents i3 t@asons X 16
types of repair efforts—see Table 5.3).

Respondents were asked to report their trust, commitment, and satisfactibonsaip
quality) three times during the study. First, after they had thoughtehdor of their choice,
second after they were presented with a reason for relationship decline rdrdténithey were
presented with the supplier’s relationship repair efforts scenario. Tinmtal separation allows

me to make causal attributions in my study. Thus, it can be inferred with confidenitetha
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justice perceptions were caused due to the repair efforts undertaken by ther safeti
accounting for control variables. Respondents also reported on their perceptictshaftiie
and procedural justice immediately before reporting their trust, commtitisued satisfaction at
Time 3 (See Figure 1 and 2). The relationships suggested in the model wertedsisimg the
technique of regression.

The scenarios and scales used in the final data collection are given ipé¢hdiaps. In
the final survey with retail managers, subjects began by naming one of their weitdamhom
they regularly did business. Next, they answered a series of questions alvoetatienship
quality with the vendor, relationship quality with the sales executive, lengétadibnship,
dependence on seller, etc. They also answered a battery of questions abouglemiagtors
such as gender, age, and factors such as buyer forgiveness, etc. Subgetttemasked to
imagine a hypothetical situation that transpires with this vendor in which causé be
relationship damage was manipulated. Subsequently, they responded to a serissirgismea
regarding their evaluations of the situation (a manipulation check for cauisel lbamage, a
measure of stability attributions, measures of change in relationship qleditp damage, etc.).
The subjects were then presented with a scenario representing the vezidtoisship repair
efforts. Finally, they responded to measures of perceived justice, argkedhaelationship
guality due to the repair efforts, and evaluated the realism of the damage andffepair

Scenario Development and Scenario Testing

After the analysis of the qualitative data and model development as ddsaitier,
scenarios for manipulating reasons for relationship damage and repds wioe created after
extensive discussions with 5 academics who had previously worked in the retajl &ed also

in extensive consultations with 12 managers/owners working in the retail §eatoworked in
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grocery stores, three in clothing and accessory stores, three in departmes)toste in
pharmacy, and one in gift shop). All of these managers/owners worked in storekoathe
Tuscaloosa (Alabama) area. The scenarios were developed afteleftstying the most typical
happenings in buyer-supplier relationships as described in the qualitativeewteand as per
the discussions with these managers working in the retail sector. Aftertitlescenarios were
developed, | tested and fine-tuned these scenarios by taking feedback from tretaddcal
managers mentioned earlier. | showed these scenarios to these &lgabkrahd sought their
opinion on the realism and typicality of these scenarios. After threaotesatf retailer feedback
and scenario fine-tuning, the scenarios were finalized for use in the mainajuanstudy. The
details of the unique scenarios and their combinations can be seen in the next section. To
summarize, scenarios were developed and tested for manipulating two factees¢a of
relationship damage, and (b) efforts made by the supplier for repairing tlagenelationship.
At the time of taking the survey, respondents were first randomly assmoee of the three
relationship damage scenarios. Subsequently, each respondent was exposedito a ce
combination of repair efforts (out of 16 different combinations). In this way, thewgthjects
factor (repair efforts) was manipulated similar to a conjoint task. Eaitte df6 types of repair
efforts were varied at two levels (present or absent).
Operationalization of the Constructs

Reasons of Relationship Damage

As described earlier, three reasons of relationship damage were usedtiadys
supplier’s service failures, opportunistic behavior by supplier, and the airgilabbetter
alternatives to the retailer. Reason of relationship damage was manipltateghtthe use of

scenarios. As described in the previous section, the scenarios were developed taticomsul
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with 12 managers working in the retail sector. After the scenarios wer®pesgethey were

shown to these managers to assess face validity, and changes were madetatlos s per

the suggestions given by them. The three scenarios used for manipulatingdins tda

relationship damage are given in Table 5.1.

Table 5.1

Scenario Descriptions for Reason of Relationship Damage

Reason of Relationship
Damage

Scenario Used for Manipulation

Supplier’s ‘Service Failures’
(SF)

Supplier’'s ‘Opportunistic
Behavior’ (OB)

For the last six months, you have been facing some problems with
this supplier. Service related issues have been increasing. On
several occasions, the supplier failed to deliver goods to you on
time. At other times, it delivered products that were different from
what you ordered, which took several days to sort out. Apart from
being an unnecessary hassle for you, sometimes these lapses also
resulted in lost sales for your company. Some customers
complained of this supplier’s products not being available when
needed. You brought this to the notice of the supplier, but these
problems persist, and seem to occur more frequently than had
been usual.

In the last six months, you suspected several times that the
supplier was primarily watching its own interests in its dealings
with you. You felt the supplier tried to push products on to you
without much concern for your specific needs, just because it had
those products as excess inventory. You also feel that the supplier
IS not giving you the best prices anymore. You found out that
compared to the prices quoted to you, at least on some products,
this supplier gave better prices to other similar retailers in the
nearby area. Overall, it appeared to you that the supplier was
taking undue advantage of your relationship. You brought this to
the notice of the supplier, but the problem seems to persist.
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Table 5.1 (Continued)

For the last six months, you feel that other competing suppliers
for similar products seem to be doing a better job compared to
this supplier. The other suppliers regularly offered you better
prices, discounts, and better service too. Their products and
promotions were often more innovative and relevant to your
needs, and they seemed to be willing to do much more for you
Availability of ‘Better compared to this supplier. Although this supplier's performance

Alternatives to Buyer(BA) has not declined in any way, all this has often left you with the
feeling that you would have been better off dealing with other
suppliers. Keeping in mind your established relationship, you
bring this to the notice of the supplier, but the situation seems to
persist.

Relationship Repair Efforts

The efforts made by the supplier for repairing the buyer relationshipidertfied as:
providing compensation, making relationship specific investments, showing accountabilit
the problems, giving assurance about the future, and making organizational chewagés t
fixing the cause of the problem. These repair efforts too were manipulatedithineugse of
scenarios. Since the direct effects and the second order interactions teerentédse study,
these five unique repair efforts resulted in 16 different combinations of refoais eThe list of
all the unique repair efforts made by suppliers is provided in Table 5.2. The conspletell
the different combinations of scenarios used in the study is provided in Table 5.3, ihéota
were 48 different combination of scenarios used in this study. Language of stiraeeagair
efforts was changed in order to match them with the specific reason of réiggidamage (in
case of Accountability, Assurance, and Organizational Change). The scenarigatidesdor
‘Compensation’ and ‘Relationship Investments’ remained the same forsdhseaf relationship

damage.
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Table 5.2

Scenario Descriptions of the Unique Repair Efforts Made by Suppliers

Number

Efforts Made

Scenario Description

2

Compensation

Relationship Investments

Accountability

The supplier offered some attractive additional
discounts and some free products on the next few
purchases that you made, which you thought made up
for any possible losses that you may have incurred
over this time.

The supplier started investing more resources and
efforts towards you as a customer. It offered you
better and more flexible credit terms, so now you can
make payments to the supplier over a longer time
than what had been usual. The supplier's
representatives started giving you more time and
attention.

The supplier identified the reasons behind these
problems and readily took responsibility for the
situation. It held itself accountable for the unfortunate
incidents and acknowledged that you suffered
inconvenience and monetary loss. The supplier
apologized to you for these problems.

(Reason: Service Failure)

The supplier identified the reasons behind these
problems and readily took responsibility for the
situation. It held itself accountable for the situation
you faced, and acknowledged that your interests
should have been better taken care of. The supplier
apologized to you for the situation.

(Reason: Opportunistic Behavior)

The supplier identified the reasons behind these
problems and readily took responsibility for the
situation. It held itself accountable for the situation
you faced, and acknowledged that it needed to better
keep up with the competition. The supplier
apologized to you for the situation.

(Reason: Better Alternatives)
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5

Table 5.2 (Continued)

Assurance

Organizational Change

The supplier gave you a strong assurance that such
service problems will not happen in the future, and
that the supplier will work towards providing you the
best possible service.

(Reason: Service Failure)

The supplier gave you a strong assurance that you
will not face such issues in the future, and that your
interests will always be well guarded by the supplier.
(Reason: Opportunistic Behavior)

The supplier gave you a strong assurance that it will
do its best to be as competitive as any other supplier
in the market, and that you will not have such
complaints with the supplier again.

(Reason: Better Alternatives)

The supplier made some important organizational
changes towards addressing the problem. Among
other things, it brought in a new manager for service
operations and quality, and this manager had a
reputation of doing an excellent job.

(Reason: Service Failure)

The supplier made some important organizational
changes towards addressing the problem. Among
other things, it brought in a new marketing manager,
and this manager had a reputation of being very fair
in his dealings with all his buyers (such as you).
(Reason: Opportunistic Behavior)

The supplier made some important organizational
changes towards addressing the situation. Among
other things, it brought in a new manager who had a
reputation for being very dynamic, innovative, and
competitive, and for keeping his customers (such as
you) fully satisfied.

(Reason: Better Alternatives)
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Table 5.3

Complete List of Scenario Combinations

Repair Efforts Made by Supplier

No _Reas_on of Reionsp Orgariz
Relationship Damage Compensation | n\mmsemo' s Accountabiity  Assurance Charge'zauo' el

1. Service Failure

2. Service Failure

3. Service Failure

4, Service Failure

5. Service Failure

6. Service Failure

7. Service Failure

8. Service Failure

9. Service Failure

10.  Service Failure

11.  Service Failure

12.  Service Failure

13.  Service Failure

14.  Service Failure

15.  Service Failure

16.  Service Failure

17.  Opportunistic Behavior

18.  Opportunistic Behavior

19.  Opportunistic Behavior

20.  Opportunistic Behavior

21.  Opportunistic Behavior

22.  Opportunistic Behavior

23.  Opportunistic Behavior

24.  Opportunistic Behavior

25.  Opportunistic Behavior

26.  Opportunistic Behavior

27.  Opportunistic Behavior

28.  Opportunistic Behavior

29.  Opportunistic Behavior

30.  Opportunistic Behavior

31.  Opportunistic Behavior

32.  Opportunistic Behavior

33.  Better Alternatives

34.  Better Alternatives

35.  Better Alternatives

36.  Better Alternatives

37. Better Alternatives

38.  Better Alternatives

39.  Better Alternatives

40.  Better Alternatives
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Table 5.3 (Continued)

41. Better Alternatives + +
42. Better Alternatives ~ ~

43. Better Alternatives ~ +

44.  Better Alternatives ~ +
45.  Better Alternatives ~ +

46. Better Alternatives ~ +
47. Better Alternatives ~ ~

48. Better Alternatives

Justice Perceptions

Perceptions of justice were measured using previously existing dtalegestre adapted
for the purpose of this study. The scale for measuring distributive justc@dapted from
Blodgett, Hill, and Tax (1997), while the scale for procedural justice was adapte Cole and
Flint (2004). Distributive justice measured the extent to which the buyeofajtensated for the
problems caused in the supplier relationship. Procedural justice scale measerddrth
which the buyer felt that the procedures followed by the supplier for negdime relationship
were in line with the principles of fairness, and hence would ensure fairness @msaitcur
again in the future. Thus, in a sense, distributive justice is ‘past oriented’pubdedural justice
is ‘future oriented’ in the perception of the buyer. Each of the justice corsstvaceé measured
using three item scales that are given in Table 5.4. The scales usedkeeréypie, five point

scales, ranging from ‘strongly disagree’ to ‘strongly agree’.
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Table 5.4

Scales for Measuring Justice Perceptions

Distributive Justice (DJ)

(1=Strongly Disagree, 5=Strongly Agree)
1. Compared to what | expected, the compensation offered to me was adequate (DJ1)
2. I think I got what | deserved in return (DJ2)
3. Ithink the supplier offered adequate compensation (DJ3)
4

Procedural Justice (PJ)

(1=Strongly Disagree, 5=Strongly Agree)
1. | believe that the supplier’'s actions will get me fair treatment in fuasneell (PJ1)
2. What the supplier did was proper and such procedures will ensure fairness in future too
(PJ2)
3. The supplier's approach shows that | will be treated fairly if such disituarises again
(PJ3)

Relationship Repair (Change in Trust, Commitment, and Satisfaction)

The extent to which the relationship was repaired (change in trust, commitnént, a
satisfaction) was measured using three single item scales as showieib.bahhe use of
single item scales here considered appropriate due to several reastnthefe are no
established scales in the literature that measure ‘change’ in the quaieyrefationship.
Second, the existing scales that measure the absolute value of relationshyd@ndinot
change) could not be easily adapted here because the change could take placalireettber
positive or negative. Third, | wanted to avoid the cognitive load on respondents caused by
including multiple item scales. Since the respondents were managers 0s aerking in the
retail sector, they typically have heavy demands on their time and are quit&ineg the
survey would have made them read the scenario text and imagine that such a satuetilyn a
happened, and because | had several other multi item scales in the study, poveainthat |

did not put extra cognitive load on them. Lastly, there is some recent evidenceglesitam

53



scales can be effectively used by researchers without compromisingapratite of the findings
(Bergkvist and Rossiter 2007).
Table 5.5

Scales for Measuring Relationship Repair

My trust in this supplier firm will change.

Negatively -5 -4 -3 2 -1 No Change +1 +2 +3 +4 +5 Positively
My feeling of commitment towards this supplier relationship will chamge.

Negatively -5 -4 -3 2 -1 No Change +1 +2 +3 +4 +5 Positively
My satisfaction with this supplier will change.

Negatively -5 -4 -3 2 -1 No Change +1 +2 +3 +4 +5 Positively

Covariates

The study uses several variables as covariates so that their efeotd eonfounded
with the results. The list of these covariates is given in Table 5.6ubiedllength of the
relationship, relationship quality with the sales representative, relaifogsality with the
supplier firm, dependence on the supplier, stability attributions of the reasomeagjealahistory
of conflict with supplier, propensity to trust, and propensity to forgive as caamriatopensity
to trust has been shown to positively influence trust (Mayer et al 1995) palyiculearly
stages of development (McKnight et al 1998). Thus, propensity to trust should influemeey/the
in which the buyer views the problem behind the damage and could influence the buyer’s
response. Similarly, propensity to forgive is the way a buyer might responddblerpr
attributed to the seller and is conceptualized here as a personalityitndérl$, all other
covariates too might impact responses of buyers in situations of relationshigedfmt@ved by
relationship repair. Most of the covariates were measured using previoissiggernulti-item

scales in the literature, while some were measured using single @bg. skhe items for
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measuring trust, commitment, and satisfaction, both with the supplier firm araldbe s
representative, were adapted from Morgan and Hunt (1994). History of cocdlietvsas
adapted from Anderson and Weitz (1992), while buyer’s propensity to trust and the buyer’s
propensity to forgive were adapted from Wang and Huff (2007) and Mullet et al (2003)
respectively.

Table 5.6

Items Used to Measure Initial Relationship Quality and Other Covaiates

Supplier Trust

(1=Strongly Disagree, 5=Strongly Agree)
1. In our relationship, this supplier can be trusted at all times (T1)
2. This supplier firm can be counted on to do what is right. (T2)
3. This supplier firm has high integrity. (T3)
Commitment Towards the Supplier
(1=Strongly Disagree, 5=Strongly Agree)
1. Iam willing to go the extra mile to work with this supplier. (C1)
2. | feel committed to my relationship with this supplier. (C2)
3. | view the relationship with this supplier as a long-term partnership. (C3)
Satisfaction with Supplier
(1=Strongly Disagree, 5=Strongly Agree)
1. I have a high quality relationship with this supplier. (S1)
2. | am happy with my relationship with this supplier. (S2)
3. | am satisfied with the relationship | have with this supplier. (S3)
Trust in Sales Representative
(1=Strongly Disagree, 5=Strongly Agree)
1. This salesperson can be trusted at all times.
2. This salesperson can be counted on to do what is right.
3. This salesperson has high integrity.
Commitment Towards Sales Representative
(1=Strongly Disagree, 5=Strongly Agree)
1. Iam willing "to go the extra mile" to work with this salesperson.
2. | feel committed to the relationship with this salesperson.
3. lview the relationship with this salesperson as a long-term partnership.
Satisfaction with Sales Representative
(1=Strongly Disagree, 5=Strongly Agree)
1. I have a high quality relationship with this salesperson.
2. | am happy with the relationship with this salesperson.
3. | am satisfied with the relationship | have with this salesperson.
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Table 5.6 (Continued)

Length of Relationship
About how many years have you done business with this supplier? (in years)

Less than 2
2-4
5-7
8-10

11 and above
Dependence on Supplier

(1=Strongly Disagree, 5=Strongly Agree)

1. It would be difficult for us to replace this supplier.

2. This supplier is a very large company.

3. We are dependent on this supplier.

4. We do not have a good alternative to this supplier.

History of Conflict with Supplier
(1=Strongly Disagree, 5=Strongly Agree)
This supplier has survived some rocky periods with us.
At one point this supplier came close to terminating its relationship with us.
At one point this supplier came close to terminating its relationship with us.
This supplier has had more than the usual amount of ups and downs dealing with us.
Higher Expectation of Repair Efforts
(1=Strongly Disagree, 5=Strongly Agree)
| expected the supplier to do more than what it did towards repairing our relgtionshi
Stability Attribution of Reason of Relationship Damage

(1=Highly Unlikely, 5=Highly Likely)
Given your overall past experience with this supplier, what is the likelihood theagaroblem
will occur again?

PwpnNPE

Buyer’s Propensity to Forgive
(1=Strongly Disagree, 5=Strongly Agree)
1. I can easily forgive even when the offender has not apologized.
2. | can truly forgive even if the offender did harm intentionally.
3. Il can truly forgive even if the consequences of harm are serious.
Buyer’s Propensity to Trust
(1=Strongly Disagree, 5=Strongly Agree)
1. Most people are trustworthy.
2. Most people can be relied upon to tell the truth.
3. In general, people can be trusted to do what they say they will do.

Demographic Items (Respondent as Individual)
A series of demographic questions were included in the survey in order to assess the

representativeness of the sample and in order to identify any potentalems effects. These
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guestions asked about the respondents’ age, gender, income, ethnicity, and level ahneducati
The items used to measure this information are presented in Table 5.7.
Table 5.7

Demographic Items (Respondent as Individual)

Your Age is (in years)

19-30
31-40
41-50
51-60
61 or above
Gender
Male
Female
Ethnicity
Caucasian
African American
Hispanic
Asian
Other
Education
Less than High School
High School Graduate
Some College
College Graduate
Some Postgraduate Work
Graduate Degree
Income Per Year
Less than $20,000
$20,000 - $39,999
$40,000 - $59,999
$60,000 - $75,000
More than $75,000
Experience in Retailing (years)
Less than 5
5-10
11-15
16 — 20
21-25
26 -30
31 and above

57



Table 5.7 (Continued)

About how long have you worked with this company? (in years)

Less than 5
5-10
11-15

16 — 20
21-25

26 — 30

31 and above

Demographic Items (Respondent’s Firm)

Several questions were asked about the firm with which the respondents worked. | ask
them whether they worked in the retailing industry, how many different productsis Skock
keeping units) did their firm sell; the approximate total revenue (sdlés érm; and
approximately how many stores the company had in the USA. The questions used taluapture
information are shown in Table 5.8.

Table 5.8

Demographic Items (Respondent’s Firm)

Do you work in the retailing industry?

No
Yes (Please specify the type of retail store, for example, grocetlyind, department
store, furniture, etc.)
About how many different products or SKUs do you sell in your store?
Less than 25

25-49
50 -199
200 — 499

500 or above
What is the approximate annual revenue (sales) of this company?
Less than $100,000
$100,000 - $500,000
$500,000 - $2 million
$2 million - $20 million
$20 million - $100 million
$100 million - $1 billion
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Table 5.8 (Continued)

More than $1 billion
In total, about how many store does your company have in the USA?
Only 1
2-10
11-50
51 -250
More than 250

Data Collection Procedures

Pilot Test (Students)

| pilot tested the survey on students before | conducted the final study among actua
retailers. The pilot study had several objectives. First objectiveonasttthe survey
guestionnaire for any language or grammatical errors. Second objective wsisthat the
guestions flow was correct and nothing was awkward or unclear. Third objective wstshe te
psychometric properties of the primary scales used in the study. Fourth arst tigdetive was
to test that the scenario manipulations of the factors actually worked (naitipuheck). All
the objectives of the pilot study were successfully met. In total, 102 undergratiicsnts
(seniors and juniors only) participated in the study in return for extra cradier@8s were
presented with a hypothetical situation that matched closely with thetfidigl §hey were
made to imagine that they worked with a retailer and were responsittleyiog from suppliers
and interacting with the suppliers’ sales representatives. Subsequentyiceasbip damage
situation was presented to them, followed by a scenario about what efforisaszdy the
supplier to rebuild the relationship.

There was evidence that these students were quite suitable for testingyéye s
instrument. First, most of the students had worked in a retail setting at some pointlaeir

college years. Additionally, being seniors and juniors majoring in marketiogf, shthe
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students had taken some advanced required courses such as ‘Supply Chain Management,” and
hence had a good understanding of the dynamics of buyer-supplier relationships. Thust, they
only found it quite easy to put themselves into the hypothetical situation, but alsg readil
provided suggestions regarding the language, flow, and content of the survey. Thesessggest
were incorporated into the survey. Towards the end of the survey, students were astadd to r
the reason of relationship damage as described in the study through scenaa@s ity of

students (95 out of a total of 102) correctly recalled the reason, showing that the mianipula
worked successfully. The average time taken to complete the survey was aboue8.riimst

was primarily because not all the control variables were included in thetpdigt $he actual
average time taken by the respondents of the main study among retail@ighveagabout 12
minutes). The reliabilities of the scales and the results of the measuraositfrom the pilot
study are presented in the next chapter.

Main Study (Retailers)

The main quantitative study was conducted among respondents working in the retailing
sector and who, as part of their job profile, purchased from suppliers and interalotdtew
suppliers’ sales representatives. The survey administered to the respandemas in Appendix
H. The respondents were chosen from an online panel of people working in the retaill$est
panel is maintained by market research firm Zoomerang, as part of its patieebusiness
which in total has more than 2.5 million opt-in respondents. Zoomerang recruits respomdents f
its panels both through online contact and through nationwide semi-annual direstinveyfs.

This helps the firm in constructing panels that are comprehensive and wedlaefative of the
country’s (USA) population on important demographic and geographic characsesisth as

gender, age, income, employment status, education, ethnicity, region, statesacata.
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Zoomerang also tries to ensure the validity of responses by closely nranttoei
participation patterns of the panel members. Those respondents whose respdosed &webe
guestionable are removed from the panel. Also, respondents are limited in the numbeltysf surve
they may take during a given year, and on average, each respondent completesdygsipsur
year. Each panel member is assigned a unique identification number which helpsafgome
track the patterns of behavior of members which in turn helps in maintaining the qtitiity
online panel overall. The firm also uses its trademarked ‘TrueSample’ technlo&bggentifies
and removes fake, duplicate, and unengaged respondents from research sampleslabimce its
in 2008, the ‘TrueSample’ technology has prevented more than one million fraudulent
respondents from participating in its online research panels.

An email invitation was sent to all retail panel members inviting them tiipate in an
online survey. The invitation also informed the panel members that 50 Zoomepoints will be
awarded to those who completed the survey. The Zoomepoints comprise the incentdetoffe
respondents, and these accumulated points, just as in typical loyalty programsecieebeed
for products or cash by the panel members. The web-link to the survey was sentithin t
invitation and the members could simply click on the URL if they wanted to partiaiptie
survey. At first, the email invitation was sent to only 10% of the panel membsftdaunch.’
This was done in order to ensure that everything went as planned and nothing unexpected
happened in the processes planned for the study. Additionally, | tested for the atempfl
factors during the soft launch, and all the manipulation checks worked satisfattstly,
respondents were encouraged to give feedback on the survey, and from their comments it

appeared that the survey instrument did not have any problems.
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Since a specific type of respondent was required for this study (they should bave be
working in retail, and should have played a role in buying from suppliers), twengere
guestions were asked of the respondents before the actual survey was preseetedltbdse
screener questions were meant to ensure that the respondents actually rokthese
conditions. These two questions are given in Table 5.9. In total, 2,945 panel members who were
willing to participate in the study clicked on the URL given in the invitationile@at of these,

1188 respondents said that they did not work in the retail sector and hence werel smreehe

the survey. Out of the remaining 1757 respondents who indicated that they did work in retailing
only 523 respondents answered the second screener question in the affirmative, i.eof as part
their job profile, they played a role in buying from suppliers and interactediveithsales
representatives. The remaining respondents were screened out from the sweayveéy was
offered as a first come first serve opportunity, and hence out of the 523 who qualifyettheonl

first 279 completed the survey and the rest were shown the message that the duetsufvely

was complete. The online data collection took about 10 days to complete.

The total quota for the study was 240 while the quota for each scenario combination was
five. As mentioned earlier, there were 48 unique combinations of scenarios in thig3stud
reasons of damage X 16 combinations of repair efforts, also see Table 5.3] e paver
calculations for the study, it was determined that a sample of 240 (80 for each of¢he thr
reasons of damage, and within that, 5 for each of the 48 unique scenarios) woulttieatsuff
Quotas for each of the 48 unique scenario combinations were constructed withmeéhensae
survey instrument. Thus, respondents randomly opted to take the survey and weeel asstgn
first scenario combination (scenario 1). Once the quota of 5 for the first iscemabination

was met, the'Bincoming respondent was assigned to the second scenario. Once the quota of 5
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for the second scenario was met, th8 iltoming respondent was assigned to the third scenario
combination. The survey was hosted at the University of Alabama website thraatjhdd,
and the functionalities of the online research software allowed the settingeeting of quotas
in this manner. This process continued until each unique scenario (48 in total) was responded to
by at least 5 respondents, for a desired sample size of 240. However, due to some softwa
malfunctioning at Qualtrics.com, some of the quotas exceeded their pre-setwdllence
some of the scenario combinations were responded to by more than 5 respondents (6 or 7 in
some cases). The exact number of respondents for each unique scenario combnegiiote s
in Table 5.10.

Table 5.9

Screener Questions Used in the Study

Do you work in the retailing industry?

No
Yes (Please specify the type of retail store, for example, grocetlying, depament
store, furniture, etc.)
As part of your job, do you play a role in buying from suppliers and interacting withtheir
sales representatives?
No
Yes
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Table 5.10

Final Number of Respondents for Each Unique Scenario Combination @er to Table 5.3

for Details About Each Scenario Combination)

Scenario
Combination No.

No. of Respondents

Scenario

Combination No.

No. of Respondents

Scenario 1 5 Scenario 25 7
Scenario 2 6 Scenario 26 5
Scenario 3 7 Scenario 27 5
Scenario 4 6 Scenario 28 6
Scenario 5 6 Scenario 29 5
Scenario 6 6 Scenario 30 5
Scenario 7 6 Scenario 31 6
Scenario 8 5 Scenario 32 5
Scenario 9 7 Scenario 33 6
Scenario 10 5 Scenario 34 6
Scenario 11 5 Scenario 35 5
Scenario 12 5 Scenario 36 5
Scenario 13 6 Scenario 37 6
Scenario 14 8 Scenario 38 5
Scenario 15 14 Scenario 39 5
Scenario 16 7 Scenario 40 5
Scenario 17 7 Scenario 41 6
Scenario 18 8 Scenario 42 5
Scenario 19 5 Scenario 43 5
Scenario 20 5 Scenario 44 6
Scenario 21 6 Scenario 45 5
Scenario 22 5 Scenario 46 5
Scenario 23 5 Scenario 47 5
Scenario 24 5 Scenario 48 5

Total Sample Size = 279

Sample Size (Main Study)

| made power calculations keeping in mind the largest regression equation in my mode
With an alpha of .05, the given number of predictors, an anticipated effect size of .10 gwhich i
considered less than medium in size), and a desired statistical power level da@plasize of

201 was considered appropriate. Thus, taking an even more conservative approached collect
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data targeting a sample size of 240, with at least 5 respondents for each of tlggid8 uni
scenarios (5*48 = 240).
Manipulation Checks and Deleting Invalid Responses

| used two specific manipulation checks to check whether respondents were actually
perceiving the inbuilt differences among the scenarios and that they pdrtevéhe scenario
events unfolded over a length of time. Towards the end of the survey, | asked respaments t
guestions. First, | asked them to recall as to what was the reason behind thagnolsigpplier
relationship. Second, | asked them as to over how long the problems with the supplier took place.
While more than 85% of respondents cleared these manipulation checks, those whcefailed w
not all deleted from the final sample. This was necessary because (apRrgofien
interpreted subjectively by people and (b) | was paying for each completexy and hence
wanted to give every survey response a fair chance before deleting letaynd hus, | adopted
a systematic approach towards deleting apparently non-valid surpeyses. This approach is
described next.

| used five criteria towards deciding whether a survey response needed letbée. de
First, relationship quality as captured after the relationship problems shouldiaanged
negatively only. Thus, if a respondent marked that the relationship quality changed positivel
after the problems occurred, it was treated as a suspicious survey response, the
respondent should have been able to recall the specific reason behind relationship psoblems a
described in the survey (service failures/opportunistic behavior/betenatltes). Third, as
connoted in the scenario descriptions, the respondent should have perceived that the problems
took place over several months, and not on a given moment. Fourth, the time taken to fill out the

whole survey should not have been less than 6 min (the average time taken was about 12 min).
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Lastly, | asked each respondent at the end of the survey as to what the studyabas.dk was
a required question, and their response was an important indicator of the qualityesptireses.
Out of these five criteria, if a respondent failed on three or more of theegriteen that
respondent was deleted from the final sample. Following this approach, 14 respondemtsehad t
deleted as invalid, and a final sample of 279 responses was used for analysis.

Table 5.11

Criteria Used for Deleting Invalid Survey Responses

=

Did the relationship quality change for the worse after the problems?

2. Was the respondent able to recall the specific reason behind the problems in the
relationship?

3. Did the respondent perceive that the relationship problems took place over several
months and not in a given moment or day?

4. Did the respondent take very short amount of time in filling out the survey? (Less than 6
min)

5. At the end, did they know what the study was about?

Conclusion

To summarize the methodology followed for the study, a fractional factorpetdmi
experimental design was adopted for this study. The two factors, i.e. the reasdatiaiship
damage and supplier’s efforts for rebuilding the relationship were manipulateditineugse of
scenarios, and the buyer’s perceptions of fairness and of change in relationstypvguel
captured using multi-item scales. There were 48 unique scenarios used in thEatadsl
important covariates were also measured. After conducting a pilot study amdegts, an
online panel survey was conducted for the main study in which a total of 276 respondents
completed the survey. After deleting some invalid responses, a final samp@k relsponses

was ready for analysis.
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CHAPTER 6
DATA ANALYSIS AND RESULTS
Pilot Study (Students): Results

As described earlier, the pilot study among students was conducted withl sever
objectives in mind and all of these objectives were successfully met. The swstragnent used
for the pilot study can be seen in Appendix G. 102 students (seniors and juniors only)
participated in the study, and about 35 different scenario combinations (out of a maxid@m of
were randomly distributed among these students. In this way, | tried to sitgatain study
to a good extent, in which all of the 48 different combinations were used. The surveyemstrum
was tested in close to a field setting, and detailed feedback was obtained. Howoeak
student responses were usable. 11 surveys were discarded because they weleténocosome
way and hence were not suitable for use. From the intermediate sampldwdéit sesponses
in the pilot study, 7 more were discarded because they reported a positive charaj®nsingb
quality (at Time 2), i.e. an enhanced relationship quality after they read hbqaroblems in the
relationship. This showed that these students were possibly not paying full attenhierstirvey
and hence their responses could be unreliable. Thus, a final sample of 84 student responses to the
survey was analyzed to determine the psychometric properties of the psocabkey used in the

analysis. The scales used in the pilot study were the same as the onesheseathin study. The
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Cronbach Alpha reliabilities of the scales used to measure trust, commitatesfiacion,
distributive justice, and procedural justice are presented in Table 6.1.
Table 6.1

Cronbach Alpha Reliabilities the Scales Used in the Pilot Study

Scale Crobach Alpha §) Value
Trust 91
Commitment .85
Satisfaction .89
Distributive Justice .88
Procedural Justice .84

The average time taken by students to fill out the survey was about 6 minutes, with a
minimum of 4 min 20 seconds and a maximum of 11 min 10 sec. This was when only one
scenario combination was given to each respondent, and the covariates were not captured. The
range of time taken by respondents to read and fill out the survey was anothembpad
chose to present only one scenario per respondent in the main study. Presentingaxassce
could possibly have made the survey too long and tedious for the respondents.

The pilot study also had a question which tested for the manipulation of the faatam're
of relationship damage.” Towards the end, each student was asked to recall @snasiha
specific reason behind the problems caused in the relationship. More than 95% of the student
correctly recalled the reason (which was service failure, opportunistavioe, or better
alternatives), providing evidence that the scenarios used worked well andppevgriate for
use in the main study.

In order to test the measurement model, | also ran a confirmatory fadysisu(@FA)

of the primary multi-item scales used in the study. The results of the CFeAsaisfactory, and
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are presented in Tables 6.2 and 6.3, while the path diagrams for the models are @@
6.1 and 6.2. In order to get an acceptable fit for the relationship quality condnusits (
commitment, and satisfaction), second item of trust and the first item of to@mihad to be
correlated, and allowing them to correlate appeared theoretically and ityuiggsonable. On
similar lines, the second and the third items for procedural justice werenalstated. The
specific items of each of the justice scales can be seen in Table 5.4, and thias®shg
guality scales can be seen in Table 5.6.

Table 6.2

Measurement Model Results (Relationship Quality: Trust, Commitnent, and
Satisfaction)

Fit Statistic Value

RMSEA .062

CFI .992

NFI 972

NNFI 088

SRMR .041
Table 6.3

Measurement Model Results (Justice Measures)

Fit Statistic Value
RMSEA .000
CFI 1.00
NFI .986
NNFI 1.003
SRMR .024
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Figure 6.1

LISREL Path Diagram for Relationship Quality Scale
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Figure 6.2

LISREL Path Diagram for Justice Scales
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Main Study Sample Characteristics (Retailers)

In this section, | explain the various characteristics of the sample ia térthree broad
parameters; the respondent as an individual, the respondent’s firm, and the tetail sec
representation of the sample overall. Such analysis is important because lidzasg on the
generalizability and interpretation of the findings.

Demographic Characteristics (Respondent as Individual)

The demographic information captured in the study related to age, gender,\ethnicit
education, income, years of experience in retailing, and tenure at emplomndtie sample
was quite balanced in terms of the age of respondents since people of all rgesiive

represented. However, it is noteworthy that a large majority of the sandd (vas above the
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age of 40. Thus, the average respondent was a mature individual with several yeaks of w
experience. A majority of the overall sample were female (62%), aneageity had at least
some college education (80%), and were Caucasian by ethnicity (93.2%). Respondemts; i
experience in retailing, and tenure at employing firm showed good represeatabss all the
different categories. These individual demographic details can be seen ir6.Bable

Table 6.4

Demographic Characteristics (Respondent as Individual)

Count Percent
Age (in years)
19-30 41 14.7
31-40 34 12.2
41-50 78 28.0
51-60 95 34.1
61 or above 31 11.1
Total 279 100.0
Gender
Male 106 38.0
Female 173 62.0
Total 279 100.0
Ethnicity
Caucasian 260 93.2
African American 7 2.5
Hispanic 3 1.1
Asian 4 1.4
Other 5 1.8
Total 279 100.0
Education
Less than High School 0 0.0
High School Graduate 57 20.4
Some College 111 39.8
College Graduate 74 26.5
Some Postgraduate Work 14 5.0
Graduate Degree 23 8.2
Total 279 100.0
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Table 6.4 (Continued

Income Per Year

Less than $20,000 22 7.9
$20,000 - $39,999 93 33.3
$40,000 - $59,999 75 26.9
$60,000 - $75,000 40 14.3
More than $75,000 49 17.6

Total 279 100.0

Experience in Retailing (years)

Less than 5 34 12.2
5-10 60 215
11-15 41 14.7
16 - 20 38 13.6
21-25 41 14.7
26 -30 29 10.4
31 and above 36 12.9

Total 279 100.0

Tenure at employing firm (in years)

Lessthan 5 34 12.2
5-10 60 21.5
11-15 41 14.7
16 - 20 38 13.6
21-25 41 14.7
26— 30 29 10.4
31 and above 36 12.9

Total 279 100.0

Demographic Characteristics (Respondent’ Firm)

Out of the total 2945 panel members who showed interest in taking the survey, 1757
worked in firms in the retailing sector, and 1188 were screened out. Out of the 1757 who
qualified, only 290 filled out the complete survey because of the quota limits buihénto
survey. About half of the firms sold more than 500 SKUs/products in the store and others were
well represented in other categories. Such representation is probably ¢y pest retailers in
general. In terms of annual sales revenue, all the categories werepsesented in the sample,
showing a good mix of different sized retailers. In terms of number of stotéSA however,

about half of the sample (52.7%) comprised single store retail outlets, witmnegnia¢longing
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to other categories. Thus, the sample was a bit skewed towards smallensrethis was
expected because the purchasing at most of the large chain stores izedrdtdheir head-
offices, and hence there aren’t very many people at these firms who playramalking
purchases from the suppliers (please recall that this was my secondrsgusstien). The
details of these demographics are provided in Table 6. 5.

Table 6.5

Demographic Characteristics (Respondent’s Firm)

Retailing or not?

No 1188 40.3
Yes 1757 59.7
Total 2945 100
No. of different SKUs sold
Less than 25 22 7.9
25-49 18 6.5
50-199 30 10.8
200 - 499 31 11.1
500 or above 135 48.4
Did not mention 43 154
Total 279 100.0
Annual Revenue (Sales)
Less than $100,000 60 21.5
$100,000 - $500,000 66 23.7
$500,000 - $2 million 49 17.6
$2 million - $20 million 33 11.8
$20 million - $100 million 14 5.0
$100 million - $1 billion 19 6.8
More than $1 billion 38 13.6
Total 279 100.0
No. of Stores in USA
Only 1 147 52.7
2-10 34 12.2
11 -50 12 4.3
51 — 250 22 7.9
More than 250 64 22.9
Total 279 100.0
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Retail Sector Representation

The firms that respondents worked with fell in a wide variety of retaibegdboth
products and services. Table 6.6 presents information regarding the differnésectas
represented in the sample. At total of 26 retail sectors are representedamftie. The largest
categories represented in the sample were grocery (38), clothing asdaces (30),
department stores (23), auto (15), gifts (13), and home improvement (12). Some of theesateg
were clubbed together to make a large ‘other miscellaneous’ category &%) checked
whether the retail sector representation across the three differemses relationship damage
(service failure, opportunistic behavior, and better alternatives) poseifigunded the results
of the study. | found that this was not a cause for concern. The details of this f@stvaded in
a later section in this chapter.

Table 6.6

Retail Sector Representation

Retail Sector Count Percent
Grocery 36 12.90
Clothing & Accessories 41 14.70
Department Store 25 8.96
Auto 8 2.87
Gifts 14 5.02
Home Improvement 13 4.66
Furniture 4 1.43
Craft, Hobby, Art 6 2.15
Services (Travel, Spa, etc.) 5 1.79
Jewellery 6 2.15
Music, Movies 9 3.23
Medical 3 1.08
Appliances 16 5.73
Sports 3 1.08
Wine 6 2.15
Beauty Products 3 1.08
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Table 6.6 (Continued)

Antiques 5 1.79
Books 8 2.87
Hardware 8 2.87
Vitamin, Health 4 1.43
Florist 2 0.72
Ecommerce 5 1.79
Restaurant 3 1.08
Eyewear 8 2.87
Office Supplies 3 1.08
Other Miscellaneous 35 12.54
Total 279 100.00

Non Response Bias

Since the survey was open to respondents for about seven days, and some respondents
responded quickly while others needed a reminder email, | assessed the fyoskiinin-
response bias. Following the recommendations of Armstrong and Overton (1977), lesbmpar
early and late respondents. Specifically, | compared the first and the lastf 20%he
completed responses for all the main constructs in the study. The mean difereihese
constructs between early and late responders did not differ in this anakgsigt(lor a couple of
exceptions). Overall, the results suggested that non response bias was not@ caunsein.
Checking for Confounding Effect of Retail Sector Representation

Although the respondents turned up randomly to participate in the online survey,
depending on whenever they managed to find time, | wanted to make sure that tbstdter
sectors (see Table 6.6) were uniformly distributed across the threedoérarios of reason of
relationship damage. Thus, | checked whether there was any confoundatgesftent between
retail sector representation and reason of relationship damage. | raryaacki analysis for the

three reasons of damage and four broad categories of retail sectors.ultseshesved that the
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Chi-square value was not significant, showing that there was no such confounding ipréee
data.
Measurement Model Results

| would now like to discuss the psychometric properties of the primary scalesiubed i
study. First, the descriptive statistics associated with the observedatehthe latent constructs
are presented. Subsequently, the details of the confirmatory factoriqioélyse primary
constructs used in the study are presented, preceded by a table that laybivatidie
correlations among these constructs.
Item Descriptives

Table 6.7 gives the means and standard deviations of all the observed itemsudythe st
All the items, except for Trust Change, Commitment Change, and Satisfaction Gharege,
measured on a five point Likert type scale ranging from ‘stronglygdisato ‘strongly agree.’
The relationship quality change scales were 11 point scales in which 6 denotedaingeC

1 denoted largest negative change, and 11 stood for largest positive change.
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Table 6.7

Item Descriptives

Scale Items Mean

Standard Deviation

Supplier Trust 1

Supplier Trust 2

Supplier Trust 3

Supplier Commitment 1

Supplier Commitment 2

Supplier Commitment 3

Supplier Satisfaction 1

Supplier Satisfaction 2

Supplier Satisfaction 3
Representative Trust (RepTrust) 1
Representative Trust (RepTrust) 2
Representative Trust (RepTrust) 3
Buyer Forgiveness 1

Buyer Forgiveness 2

Buyer Forgiveness 3

More Expectation

Probability of Repeat of Problem
Trust Change (Time 3)
Commitment Change (Time 3)
Satisfaction Change (Time 3)
Trust Change (Time 2)
Commitment Change (Time 2)
Satisfaction Change (Time 2)
Distributive Justice 1

Distributive Justice 2

Distributive Justice 3

Procedural Justice 1

Procedural Justice 2

Procedural Justice 3

3.80
3.89
3.96
3.85
3.89
3.99
3.89
3.95
3.96
3.82
3.95
3.92
2.89
2.72
2.52
3.50
2.54
6.50
6.44
6.50
4.22
4.21
4.06
3.29
3.19
3.19
3.51
3.48
3.48

0.87
0.78
0.76
0.80
0.82
0.78
0.75
0.74
0.74
0.93
0.85
0.84
0.96
1.04
0.95

91
.998
1.98
1.98
2.10
1.73
1.75
1.77
0.90
0.96
0.97
0.80
0.83
0.85

Scale Descriptives

Table 6.8 gives the means, standard deviations, and coefficient alphas (whesbbkg)miche

measures used in the study. More expectations of efforts, probability of prolgpenirey

again, and change in relationship quality were measured using single ites) aodl hence the
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alpha value for these scales is not applicable. Coefficient alphas of allitinée@m measures
used were higher than the minimum recommended level of .70 (Nunnally and Bet994)
and this indicated that the measures had high level of internal consistency.

Table 6.8

Scale Descriptives

Scale Mean Standard Deviation Alpha
Supplier Trust 3.89 0.74 .905
Supplier Commitment 3.91 0.72 .884
Supplier Satisfaction 3.93 0.69 910
Rep Trust 3.90 0.84 .949
Buyer Forgiveness 2.70 .83 794
More Expectation 3.50 0.92 NA
Repeat of Problem 2.54 0.99 NA
Relationship Quality
Change (Time 3) 6.48 1.96 NA
Relationship Quality
Change (Time 2) 1.83 1.70 NA
Distributive Justice 3.22 0.89 941
Procedural Justice 3.49 0.78 .940

Confirmatory Factor Analysis for Justice and Relationship Quality (TimeSgales

In order to test the measurement model, | ran a confirmatory factorian@li/4\) of the
primary multi-item scales used in the study. The results of the CFA wesias@ary, and are
presented in Table 6.9 while the path diagram for the model is given in Figures 6.3. Unlike in
the student sample discussed earlier, no changes needed to be made to the modet and the fi
statistics were acceptable. Additionally, unlike in the student sample d&tsisais
confirmatory analysis was done with all the constructs together in the saded mstead of
running separate measurement models for relationship quality (Time 1)shicd mmeasures. As

shown in Figure 6.3, the construct names should be interpreted as; SupTrust (supplier trus
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SupCom (supplier commitment), SupSatis (supplier satisfaction), DJ (distellpustice), and PJ

(procedural justice).

Table 6.9

Correlation Matrix

1 2 3 4 5 6 7 8
1. More Expectations 1
2. Repeat Problem 142* 1
3. Representative Trust -.146*  -.353* 1
4. Buyer Forgiveness -062  .000  .003 1
5. Distributive Justice-DJ  -.316* -365* .188*  .251** 1
6. Procedural Justice-PJ  -207* -406* .234*  172%  .790* 1
7. RQ Change (Time 3) -200% -173* 067  .178**  .574* 582 1
8. RQ Change (Time 2) 258* 083  -.095 -196* -.344* -256% - 260* 1
* Correlation is significant at the 0.05 leveltdled).
** Correlation is significant at the 0.01 leveH@iled).

Table 6.10

Measurement Model Results for Justice and Relationship Quality-Tim 1 Measures

Fit Statistic Value
RMSEA .078
CFl .981
NFI .969
NNFI 975
SRMR .04
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Figure 6.3

LISREL Path Diagram for Justice and Relationship Quality (Time 1) Scads

0.35 SupComi
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Chi-Square=200.68, df=80, P-walue=0.00000 , RMSEAR=0.078

Hypotheses Testing and Results of the Study
Now | discuss the analyses | used to test my hypotheses and present thissires
Tables 6.11 to 6.17. Several of the hypotheses were supported while others were not supported,
or had mixed results. As reflected by the R-square values of equations, the d\artief
model appears good, considering that the equations were estimated usrgectiosal data
from a mixed design experiment. The patterns of the regression coefficieatsosly

consistent with the model specification. The model indicates that the most dgmeagon for
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relationships is opportunistic behavior, followed by service failures and lalitylaf better
alternatives. The efforts made to rebuild the relationship, in themselves leadrdifl effects
on types of justice perceptions. However, combinations of efforts have a sigfhyfluigher
effect on justice perceptions and change in relationship quality. Lastlgejp&iceptions
significantly affect the change in relationship quality after the reffait® have been made.
Throughout the analyses, | used the same control variables. Out of the variools cont
variables measured in the study, these four showed consistent influence on the justic
perceptions as well as change in relationship quality. These were bugatsrgxpectations
about the repair efforts made by the supplier (More Expectations), probabilitge-ta®verall
past experience with the supplier—that such incidents will happen again in futyesa(Rrob),
trust in the sales representative of the supplier (RepTrust), and the respondget'sity to
forgive (Buyer Forgiveness). Other control variables that were measuagsas length of the
relationship, history of conflict with the supplier, dependence on the supplier, agjeder gf
the respondent, etc. did not show any significant effect on relevant dependent variatdes. H
these control variables were not used in the analyses. The following ablute@asble names
have often been used throughout this discussion (Table 6.11). Additionally, the set of equations
describing the hypothesized relationships is presented in Table 6.12. An assusnpidale ithat

all potential effects not accounted for in the given equations are insignéicd% level.
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Table 6.11

List of Model Variables and their Abbreviations

Variable Description Abbreviated
Name
Reason of Damage ReasonDam
Service Failure SF
Opportunistic Behavior OB
Better Alternatives BA
Compensation (O=absent, 1=present) Comp
Relationship Investments (O=absent, 1=present) RSI
Accountability (O=absent, 1=present) Account
Assurance (O=absent, 1=present) Assure
Organizational Change (O=absent, 1=present) OrgCh
Distributive Justice DJ
Procedural Justice PJ
Relationship Quality Change (Time 2) RQChTime2
Relationship Quality Change (Time 3) RQChTime3
More Expectations of Repair Efforts MoreExp
Probability of Problem Happening Again RepeatProb
Trust in Sales Representative RepTrust

Buyer’s Propensity to Forgive/Buyer Forgiveness  ByrFG
All dichotomous variables (Comp, RSI, Account, AssuOrgCh) were dummy
coded as indicated above. SF,0OB, BA were also ducodegd, with BA as the
base category.

Table 6.12

Equations of Hypothesized Relationships

Relationship Quality Change (Time 2) Equation

RQChTime2 = @+ aSF + aOB
Distributive Justice Equation
DJ =y + bjhComp + BRSI + y(Comp X RSI)
Procedural Justice Equation
PJ = ¢ + gAccount + gAssure + gOrgCh + g(Account X OrgCh) + gAssure X OrgCh)
Relationship Quality Change (Time 3) Equation
RQChTime3 = ¢+ diDJ + ¢PJ + d(DJ X PJ)

*Covariates are not included in the equations for notational convenience
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Impact of the Reason of Relationship Damage

As hypothesized earlier, | expected that everything else beingrtteg spportunistic
behavior on the part of the supplier will have the most damaging influence on tiomséligt,
service failures will have less damaging effect, while availgmhitoetter alternatives will have
the least negative influence on the relationship. This hypothesis was unambigumpsisted.
As can be seen in Table 6.11, both service failure and opportunistic behavior have siynificant
higher impact on relationship quality change (Time 2) compared to the effectesf bett
alternatives (R-Square = .167, F = 10.978). | followed this analysis with a comparisearnd
and the confidence intervals for each of the three reasons at .05 level. Tisestesuid that the
confidence intervals for each of the three reasons did not overlap at all, and henearthéam
each were significantly different from each other. These means werscateaof 1 to 5.
Specifically, the mean decline in relationship quality for the bettanaliges reason was 1.053,
that for the service failures reason was 1.794, and for the opportunistic behavianstrease
2.599. Thus, the results clearly supported hypothesis 1.

Table 6.13

Relationship Quality Change (Time 2) Results

Standardized

Independent Variable Coefficient t-value Significance
Hypothesized Effects
Service Failure (SF) 199 3.826 .003
Opportunistic Behavior (OB) 406 3.688 .000
R2 167
Adjusted R2 152
F-statistic 10.978
N =278
Control variables More expectations, Rep Trust, RepeatProb, Buyer Fosgivene
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Table 6.14

Mean and Confidence Intervals for Relationship Quality Change Time 2

Reason of damage Mean  Std. Error 95% Confidence Interval
Lower Bound Upper Bound
Better Alternatives 1.053 170 .718 1.389
Opportunistic Behr 2.599 .164 2.276 2.923
Service Failures 1.794 153 1.493 2.096

a Covariates appearing in the model are evalwatdte following values: RepeatProb = 2.54, Reptru3.90,
ByrFG = 2.70847072879331.

Change in Relationship Quality (Time 3) and Justice Perceptions

As hypothesized, justice perceptions have a positive effect on relationshiy goahge
(Time 3). As shown in Table 6.13, both distributive justice and procedural justice wenegbpsi
associated with change in relationship quality, and this gives support to hyp@lzesks (F =
25.918). Additionally, as hypothesized, the interaction effect between distribotv@@cedural
justice was significant, providing support for hypothesis 4. This means thateébeadfone type
of justice gets enhanced in the presence of the other.

Table 6.15

Relationship Quality Change (Time 3) Equation Results

Standardized

Independent Variable - t-value Significance
Coefficient

Hypothesized Effects

Distributive Justice (DJ) 314 3.826 .000

Procedural Justice (PJ) 311 3.688 .000

DJ X PJ (Interaction term) -.135 -2.557 011

R2 41

Adj R2 .386

F-statistic 25.918, p<.001

N =278

Control Variables More expectations, Rep Trust, RepeatProb, Buyer Faggven
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Distributive Justice Perceptions

The results of the distributive justice (DJ henceforth) equation are provided sn€l a8l
Instead of restricting the DJ equation only to hypothesized variables anohsgis, | ran the
regression with all the repair efforts and their interactions in the modslwHsi primarily meant
to test that the relationships which | had not hypothesized (between kind of repés;, éfieir
interactions, and DJ) were indeed either insignificant or very small. Thallowedel was
significant (F = 7.355, p <.01). In the analysis for the DJ equation, all the three Isypadhe
effects of repair efforts on DJ were supported. In other words, compensatietli as w
relationship specific investments had a positive association with DJ, providing tsigopor
hypotheses 5 and 6. Additionally, the interaction between compensation and RShifiasusig
showing that providing greater variety of tangible benefits in return tausteroer is better and
thus significantly enhances the customers’ distributive justice pavaspiihis supported
hypothesis 16. As not hypothesized, accountability and organizational change did rentyhave
positive impact on DJ perceptions. Surprisingly, however, assurance hadfiaagiypositive
effect on DJ.

In addition to the interaction effect between compensation and relationship invisstme
most other interaction terms among the repair efforts had significant atiggoassociation
with DJ. This indicates that when different types of repair efforte@mebined with each other,
they significantly enhance the justice perceptions of customers. Howevertettaetion
between relationship investments and assurance did not significantly impddte&R-square
value for the DJ equation was .35. The control variables used in the equation were More

Expectations, Repeat Problem, Rep Trust, and Buyer Forgiveness.
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Table of Results 6.16

Distributive Justice Equation Results

Standardized

Independent Variable Coeffici t-value Significance
oefficient

Hypothesized Effects

Comp .246 3.519 .001

RSI 192 2.676 .008

Comp X RSI .253 3.720 .000

Other Main Effects

Account .066 .958 339

Assure 144 2.097 .037

OrgCh .066 .954 341

Other Interaction Effects

Comp X Account .200 2.866 .004

Comp X Assure 222 3.271 .001

Comp X OrgCh 276 3.821 .000

RSI X Account 162 2.406 .017

RSI X Assure 120 1.769 07¢

RSI X OrgCh 242 3.502 .001

Account X Assure 172 2.522 .012

Account X OrgCh 194 2.783 .006

Assure X OrgCh .200 2.646 .009

R2 .350

Adjusted R2 .302

F-statistic 7.335, p value=.000

N =278

Control variables More expectations, Rep Trust, RepeatProb, Buyer Fosgivene

Procedural Justice Perceptions

The results of the procedural justice (PJ henceforth) equation are provided 6. Iable
Once again, in order to test for the presence/absence of non-hypothesized hgatiorstead
of restricting the PJ equation only to hypothesized variables and relatigrishipshe
regression with all the repair efforts and their interactions in the modebvEnall model was
significant (F = 5.806, p <.01). In the analysis for the PJ equation, only one out of ée thre

direct effects (that of assurance) was significant at the .05 level. Thedotwreffects of
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accountability and organizational change were not significant at the .05 leveldipthey
were significant at the confidence level of .10. This shows that only showing adubiynda
only making organizational change may not be a very effective relatiorgiap strategy. In
addition however, both compensation and relationship investments had a significant positive
effect on PJ. These two direct effects were not hypothesized in the stuelyn$naf the
interaction effects, both the interactions (those of accountability and asswvdh
organizational change) had significant positive effect on PJ, giving supporipiothlegis 15.

In addition to the hypothesized interaction effects for the PJ equation, jnstasseiof
the DJ equation, most other interaction terms among the repair efforts hifidasig and
positive association with DJ. This once again goes to show that when differentftygesito
efforts are combined with each other, they significantly enhance the jpstmeptions of
customers. However, just as in case of the DJ equation, the interaction betatamstep
investments and assurance did not significantly impact PJ at the .05 confidehCEhiev
square value for the PJ equation was .29. The control variables used in the equationreere M
Expectations, Repeat Problem, Rep Trust, and Buyer Forgiveness.

Table 6.17

Procedural Justice Equation Results

Independent Variable Standa}r(':hzed t-value Significance
Coefficient

Hypothesized Effects

Account 0.125 1.751 0.081

Assure 0.189 2.656 0.008

OrgCh 0.132 1.824 0.069

Account X OrgCh 0.251 3.471 0.001

Assure X OrgCh 0.284 3.617 0.000

Other Main Effects

Comp 0.232 3.195 0.002
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Table 6.17 (Continued)

RSI 0.180 2.421 0.016
Other Interaction Effects

Comp X RSI 0.250 3.535 0.000
Comp X Account 0.189 2.610 0.010
Comp X Assure 0.235 3.337 0.001
Comp X OrgCh 0.289 3.847 0.000
RSI X Account 0.225 3.208 0.002
RSI X Assure 0.136 1.934 0.054
RSI X OrgCh 0.258 3.599 0.000
Account X Assure 0.192 2.708 0.007
R2 .299

Adjusted R2 247

F-statistic 5.806 (p value .000)

N =278

Control variables More expectations, Rep Trust, RepeatProb, Buyer Fosgivene

Interaction Between Reason of Relationship Damage and Repair Efforts

In hypotheses 10-14, | had proposed that there will be significant interactioeebetve
reason of relationship damage and the effect of efforts on justice perceptionseHowae of
these hypotheses could be supported with the current data of this study. The réseltgeoéral
linear model showed (with a power of .92) that overall, there was no such signiftesiatiion
present. Thus, | tried to explore any possible significant differences amedgta by looking at
the mean differences and the confidence intervals. However, the power toltegect t
differences was very low, and hence no inferences could be made about these hypotheses
Mediation Effect of Justice Perceptions

As proposed in the model, the justice perceptions of customers should ideally mediate the
effect of repair efforts on the relationship quality change (Time 3). | tdgedding the Baron
and Kenny’s (1986) three step procedure. In step 1, | regressed the relationktyigltprge

(Time 3) on the repair efforts, in order to establish that there is a dirdainstap between
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them which can be mediated. This indeed turned out to be correct, and all the repaihaffart
very significant positive association with the relationship quality chartgese effects and the
respective beta coefficients are given in Table 6.18.

Table 6.18

Step 1 for Testing Mediation (Dependent Variable: Relationship Qudly Change Time 3,
Independent Variables: Efforts)

Standardized

Independent Variable Coefficient t-value Significance

Main Effects

Comp 0.411 5.725 0.000
RSI 0.412 5.602 0.000
Account 0.297 4.198 0.000
Assure 0.408 5.797 0.000
OrgCh 0.300 4.193 0.000
Interaction Effects

Comp X RSI 0.445 6.378 0.000
Comp X Account 0.477 6.682 0.000
Comp X Assure 0.393 5.636 0.000
Comp X OrgCh 0.526 7.078 0.000
RSI X Account 0.448 6.457 0.000
RSI X Assure 0.369 5.293 0.000
RSI X OrgCh 0.434 6.112 0.000
Account X Assure 0.355 5.073 0.000
Account X OrgCh 0.474 6.639 0.000
Assure X OrgCh 0.557 7.179 0.000
R2 315
Adjusted R2 .265

F-statistic p value = .000

N =278

Control variables More expectations, Rep Trust, RepeatProb, Buyer Fosgivene

Step two of this procedure should show that there is also a direct association bleéween t
mediator (justice perceptions here) and the independent predictors (repasrhedfeit This

effect has already been tested for previously in the DJ and PJ equations and lifss. diadles
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6.16 and 6.17 have already established that there exists a significanttessbetaveen repair
efforts and justice perceptions.

Step three involves testing for the mediation effect, and this is done by simukgne
regressing the dependent variable (relationship quality change here) amediléor (justice
perceptions here) on the predictor variables (repair efforts here). This wéghle third step are
provided in Table 6.19. Analysis of the beta coefficients in Tables 6.18 and 6.19 shows that
while the beta coefficients of all the repair efforts significantdydgwn in absolute value in the
presence of DJ and PJ variables, they still remain highly significant at thesyéd5Tlhis shows
that the justice perceptions do not completely mediate the efforts---nskaifioquality change
relationship, and only partial mediation is present. This indicates that aparnustice
perceptions, there are possibly other mechanisms present that play a role épdiowfforts
impact relationship quality change.

Table 6.19

Step 3 for Testing Mediation (DV: RQ Change Time 3, Independent Variabk Efforts and
Justice Perceptions DJ and PJ)

Standardized

Independent Variable Coefficient t-value Significance

Main Effects

Comp 0.279 4,392 0.000
RSI 0.309 4.807 0.000
Account 0.242 3.945 0.000
Assure 0.314 5.109 0.000
OrgCh 0.242 3.911 0.000
Interaction Effects

Comp X RSI 0.305 4,937 0.000
Comp X Account 0.370 5.910 0.000
Comp X Assure 0.265 4.312 0.000
Comp X OrgCh 0.368 5.571 0.000
RSI X Account 0.338 5.548 0.000
RSI X Assure 0.297 4911 0.000
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RSI X OrgCh 0.294 4.678 0.000

Account X Assure 0.253 4.138 0.000
Account X OrgCh 0.348 5.538 0.000
Assure X OrgCh 0.419 6.127 0.000
Justice Perceptions

Distributive Justice (DJ) 0.245 3.107 0.002
Procedural Justice (PJ) 0.312 4111 0.000
R2 497

Adjusted R2 455

F-statistic 12.71 P value .000

N =278 , p values....

Control variables More expectations, Rep Trust, RepeatProb, Buyer Fosgivene

Testing for Significance of the Mediating Effect

Although Baron and Kenny’s (1986) three-step procedure indicated that thepanvals
mediation present in the model, scholars have argued that this test is not very ajgpropri
Despite its wide use in the literature, scholars have reported sevetatiting of the Baron and
Kenny's (1986) approach. First, some studies show that the ability to detectededtiacts can
be very low when this method is used (MacKinnon and Fairchild 2007). It requires emalytr
large number of subjects in the study for it to be able to detect the mediat¢sl &&=ond, this
method does not provide an explicit numerical value of the strength of the mediettdDaie
to these limitations, among others, a popular test recommended by resdardestsg for the
significance of mediation is the Sobel’s test. Thus, with the aim of testingefeignificance of
the mediation effect in the model, | calculated the Sobel’s statistic foatims mediated paths
in the model. It is suggested that when two or more mediators are present, Salsis can be
calculated for each of the mediators separately (Taylor, MacKinnon, and Tein 20a8)lire
calculator of the Sobel’s statistic was used for this purpose

(http://www.danielsoper.com/statcalc/calc31.aspx). Since therevanmediators in the model
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(DJ and PJ), | separately conducted Sobel’s test for them and the respitssarged in Tables
6.20 and 6.21. The results show that distributive justice (DJ) significantly meithateBects of
compensation, relationship specific investments, and assurance on RQChangeT@algdlit
as expected, effects of accountability and organizational change on RQChargadt a
significantly mediated by DJ. This provides support for the model as specified.

The results also show that as expected from the results of Table 6.17, procedueal justic
(PJ) mediates the effects of compensation, relationship specific investassuisance, and
organizational change on RQChangeT3. Surprisingly however, accountabilégsat
RQChangeT3 was not significantly mediated by either of the justice consfrbats as per the
results of the Sobel’s test, justice perceptions largely significantlyateedihe relationship
between the repair efforts and change in relationship quality at time 3.

Table 6.20

Sobel’s Test for Significance of Mediation (Mediator: DJ)

Variable Regressed  Regression Standard Sobel's Test Significance of Mediation
On Coefficient Error Statistic (1 tailed)
RQChangeT3 DJ 0.583 0.167 NA NA
DJ Comp 0.967 0.262 2.53 Significant (p=.005)
DJ RSI 0.569 0.255 1.88 Significant (p=.03)
DJ Account 0.229 0.266 0.83 Not Significant (p=.20)
DJ Assure 0.528 0.272 1.69 Significant (p=.04)
DJ OrgCh 0.289 0.261 1.05 Non Significant (p=.14)
Table 6.21
Sobel’s Test for Significance of Mediation (Mediator: PJ)
Variable Regressed  Regression Standard Sobel's Test Significance of Mediation
On Coefficient Error Statistic (1 tailed)
RQChangeT3 PJ 0.764 0.189 NA NA
PJ Comp 0.768 0.232 2.56 Significant (p=.005)
PJ RSI 0.505 0.225 1.96 Significant (p=.025)
PJ Account 0.402 0.235 1.57 Not Significant (p=)057
PJ Assure 0.624 0.24 2.18 Significant (p=.01)
PJ OrgCh 0.438 0.23 1.72 Significant (p=.04)
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Table 6.22

Summary of Hypothesis Test Results

Hypothesis Test Result

H1: Opportunistic behavior of the supplier will have the most damaging

effect on the relationship, followed by the reasons of service failures and Supported
availability of better alternatives, in that order.

H2: In a situation of relationship repair, improvement in relationship

quality will be positively related to perceptions of (a) distributive justice Supported
and (b) procedural justice.

H3: Buyer’s perception of procedural fairness will have a stronger effect on

change in relationship quality than will the buyer’s perception of Not Supported
distributive fairness.

H4: There will be an interaction effect between distributive justice and
procedural justice such that the positive effect of distributive justice on
change in relationship quality (time 3) will be greater when procedural
justice is high relative to when procedural justice is low, and vice versa.
H5: Compensation will have a positive effect on customers’ perceptions of

Supported

distributive justice. Supported
H6: Relationship specific investments will have a positive effect on
customers’ perceptions of distributive justice. Supported

H7: Accountability will have a positive effect on customers’ perceptions o
procedural justice.

H8: Assurance will have a positive effect on customers’ perceptions of
procedural justice.

H9: Organizational change will have a positive effect on customers’
perceptions of procedural justice.

Y\lot Supported
Supported

Not Supported
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Table 6.22 (Continued)

H10: Positive effect of compensation on distributive justice will be highest

for the context of service failures context, lower for better alternatives  Not Supported
context, and lowest for opportunistic behavior context.

H11: Positive effect of relationship specific investments will be highest for

the context of service failures context, lower for better alternativesxdpnt Not Supported
and lowest for opportunistic behavior context.

H12: Positive effect of accountability on procedural justice will be highest

for the context of opportunistic behavior, lower for service failure context,Not Supported
and lowest for better alternatives context.

H13: Positive effect of assurance on procedural justice will be highrest fo

service failures context, lower for better alternatives context, angidare  Not Supported
the context of opportunistic behavior.

H14: Positive effect of organizational change on procedural justice will be

highest for service failures context, lower for better alternatives, arestow Not Supported
for opportunistic behavior.

H15: The positive effect of accountability and assurance on procedural

justice will be stronger in the presence of organizational change. Supported

H16: The positive effect of relationship specific investments on distributive

justice will be stronger in the presence of compensation. Supported

Conclusion
In conclusion, the overall results of the study were satisfactory and suppaxteal séthe
hypotheses. However, some hypotheses were not supported by the data ahtleyejioé
confidence. The three different reasons of relationship damage had diffezéatiabn the
extent of damage caused due to problems. Barring some exceptions, most of tleéfelatsct
and interactions of the repair efforts on justice perceptions were sighjfidaile some non-
hypothesized relationships in the model also got support from the data. Additiongihgtite
perceptions only partially mediated the effect of repair efforts on the clvangjationship
quality (Time 3). All these findings have significant theoretical and mauzhgeplications,

which are discussed in Chapter 7.
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CHAPTER 7

DISCUSSION OF FINDINGS, IMPLICATIONS, LIMITATIONS, AND
FUTURE RESEARCH

Introduction
In this chapter | discuss the study’s findings about the role of repaitsediod justice
perceptions in rebuilding relationship quality. | also try to speculate about howo$dinee
unexpected findings can possibly be interpreted. Whenever possible, | cohepsitadty’s
findings with previous findings from the literature, and try to explain any diffas observed.
As mentioned in the beginning, this study had three objectives:
1. Explore how different reasons of relationship damage are associated withetfite ext
of decline caused in relationship quality.
2. To develop and test a theory based model of relationship repair, i.e. rebuilding trust
and commitment after a relationship has been damaged
3. Determine the effects of various types of relationship repair stestegichange in
relationship quality under a variety of contexts (read reasons behind damage).
4. Examine interaction effects for the impact of relationship repair efbortshange in
relationship quality
Thus, the proposed model tries to meet these objectives and adds well to our understanding of
the theoretical mechanisms involved in repairing of damaged relationshiissdquentially
discuss the findings, what these findings imply, and to what extent the above ntentione

objectives were met. After this discussion, | will comment on the theoreticedlhas
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managerial implications of the study, followed by a discussion about thetiom#af the study
and some possible future research directions.
Discussion of Findings: Relationship Damage Caused (Time 2)

As discussed in the results section, the hypothesis about the differentibbefsson
of relationship damage on decline in relationship quality was supported, and oppartunisti
behaviors on the part of the supplier were found to be most damaging, followed by service
failures and availability of better alternatives. This is possibly theduch study that has
examined all three possible reasons together and shown their relative impadaif esstudies
so far have focused mostly on the service failures context (Tax, Brown, and &eehka@dran
1998; Smith, Bolton, and Wagoner 1999), and some have examined the role of opportunistic
behavior (Crosno and Dahlstrom 2008), with almost none examining the role of better
alternatives. The results show that just as in personal relationships, opporhetiatior is
most detrimental for commercial relationships. There is some discussionitereite that
considers opportunism as just rational behavior, and hence an accepted business phifasophy, a
argues that others can possibly see not behaving opportunistically as navetgeH this
study shows that behaving opportunistically is not a good practice when it comestimrag
trust and commitment in commercial relationships.

The finding that availability of better alternatives is least damafgingelationship
quality is also quite interesting. One would tend to think that one of the primaonseaky
buyer-supplier relationships would decline is due to competition. Most companig&timg
departments live in the fear that the competition will take away their mesthlalcustomers,
and that if they do not continually match the prices/deals that are beingodffgthe

competition, it will sour their customer relationships. However, it appeardeikptte high
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competition, and the modern business’ intense focus on lowering costs and increasing
profitability, better competing firms is one of the smaller threatsistomner relationships. The
level of customer trust and commitment to the supplier does not decline much when the
competition happens to be better, compared to the reasons of service failures and epportuni
behavior.

One confounding reason for these findings could be that the scenarios for the
manipulation of opportunistic behaviors and service failures were more reahsticeace were
more typical of the dynamics of the market, compared to the scenario used foulatarg
better alternatives. | would like to mention that | also measured themeatfliall the scenarios,
and that the mean realism of all the three types of scenarios was nataglyidifferent from
each other. On a scale of 1 to 5, the average realism of the scenarios was 3.62, shoaling that
the situations described to respondents were quite typical.

Previous research has shown that a bigger service failure results in ledls overa
satisfaction after the incident, compared to a smaller service fadorgh, Bolton, and Wagoner
1999). But quite often, the problems caused in commercial relationships are igablitat
different rather than in magnitude. This is possibly the first resedit ttfat has empirically
shown the effect of three qualitatively different reasons behind relationshipmpsoble

Discussion of Findings: Distributive Justice (DJ)

As hypothesized, compensation and relationship investments had a positive association
with perceptions of DJ. Compensation and relationship investments also had the gffeates
on perceptions of DJ when compared to all other direct and interaction effects.odalbifi
accountability, assurance, and organizational change did not positivelyia¥feghile they

significantly and positively affected perceptions of procedural justice, angrbwides support
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for the model as it is specified. Thus, as broadly hypothesized in the model, difégant r
efforts appear to affect the two types of justice perceptions diffallgntiThe interaction
between compensation and relationship investments, as hypothesized, was alsargigriiis
shows that apart from compensating per se for past mistakes and problems, ptibbpsrcan
be further enhanced by providing a variety of tangible benefits. In other wards, m
compensation and a variety of tangible benefits are more effective in imgidviperceptions.

Surprisingly however, assurance had a significant positive effect on DJ pansephis
probably means that in contrast to showing accountability or making organitatianges, a
strong assurance is more valued by customers. When they get such an gshieatered to
think that they got what they wanted in return. Thus, a strong assurance hasfa type o
‘compensating effect’ in the minds of the customers, and is considered a tangdfie ben
especially compared to other acts such as showing accountability and makingabiazadiz
change. However, the effect of assurance on DJ was much smaller compared potthesized
effects of compensation and relationship investments on DJ.

Additionally, there were several interaction effects among the reffarts (these were
not hypothesized) that had significant positive impact on DJ. This shows that when
compensation and tangible relational benefits provided in return are supm@drbgrsound
procedures that have a bearing on fair treatment in the future, their efledtisfurther
enhanced. In other words, if compensation is provided along with showing accountability f
problems, or along with making suitable organizational change, the act of providing
compensation becomes more effective. While most interactions had a component of
compensation or tangible benefits (relationship investments) associatetesiththe surprising

finding was that the interaction of accountability and organizational change maitcaigtly
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impacted DJ. Neither accountability nor organizational change can bié@thas a benefit that
is offered to the customer in return. This finding could be because in the eventionseia
damage, suppliers probably do not typically undertake many efforts to fix thiositueand
hence any efforts, especially more than just one, are highly appreciatagtomers, and give
customers the feeling that they got what they deserved in return. Howeséogic does not
explain the finding that the interaction of relationship investments and assdrdmé have a
significant positive effect on DJ. These deserve more research attention.

Discussion of Findings: Procedural Justice (PJ)

Unlike the DJ equation, only one of the three hypothesized direct effects on Pdutame
to be significant at the .05 level. Providing assurance significantly and poséiietys
procedural justice. At the same time, the results for the effect of accdiy il
organizational change were not very discouraging, and as hypothesized, tifesasity and
positively impacted PJ perceptions, but only at the .10 confidence level. This onlythegans
‘only’ taking accountability and ‘only’ making organizational changes are fettefe strategies
that will make customers believe in the fairness of procedures followed in gemetravill not
make customers believe about future fairness if problems occur again. Thedf&rowing
accountability and making organizational changes need to be supplemented widifotteras
is shown by the significant and positive effect of interactions (See Table 6.15).

Additionally, among the non-hypothesized relationships in the model, compensation and
relationship investments had a significant and positive association with PJ joais.ephough
initially appearing as a surprise, these findings seem to be explainatdelight of how |
operationalize the constructs of DJ and PJ. While a sample item for DJ is “litbiskgplier

offered adequate compensation,” a sample item for PJ was “The procecua &y tise supplier
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are proper and will always insure fairness.” Thus, DJ is a backward lookinguobnsteasuring
the compensation for past mistakes, whereas PJ is a forward-looking constasttring future
fairness, as ensured by the right procedures followed by the supplier. Howeder such an
operationalization of constructs, the compensation offered or the relationshipentstmade
will likely be perceived as procedures and processes followed, and thuedheyl tend to
have a bearing on possible future fairness. It is interesting to see tireg atithe different
efforts, compensation has the largest positive effect on PJ as well. Thus, antloeg al
procedures followed, compensating and offering tangible benefits arettefiective
procedures that enhance customers’ PJ perceptions. In other words, belief in tlegypbpr
procedures and perceptions of future fairness in case of problems get enhancedl tlye mos
monetary compensation and benefits. This goes to show that buyers like it most when the
supplier “puts its money where its mouth is”!

Additionally, most of the interaction terms among the repair efforts haphdicant
positive association with PJ. The two interaction terms hypothesized bedee@untability and
assurance with organizational change were found to be significant. Howevegntheasce of
other interaction efforts once again indicates that PJ perceptions can bednhnfweced when
they are supplemented with compensation and tangible investments into the fefatibimss,
showing accountability, giving assurance, and making organizational chargessb@ore
effective strategies when they are supplemented with compensation abtetaagefits offered.
Thus, the two messages from the PJ equation results appear parallel to thosé égqumation
results. First, more efforts make a bigger difference towards enhancicg justceptions.
Second, a greater variety of efforts, instead of just one type, makedex grgeact on justice

perceptions. However, just as in case of DJ, the interaction term betweeamshiiati
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investments and assurance did not turn out to be significant at the .05 level. Such a consistent
finding regarding this interaction term’s effect on justice perceptioas isteresting finding and
deserves future research attention.
Need for Both Dimensions of Justice

Although the effects of the repair efforts and their interaction terms on thgpe® af
justice perceptions were quite similar in nature and were intricatddgdahed in the interaction
terms, | tried to test whether the model as specified was appropriatdicafigcl wanted to test
whether, in the light of several extra non-hypothesized relationships, theretuall/acneed
for two separate justice dimensions. Since the correlation between DJ ansl qiteshigh
(.79), it could be possible that one of the justice dimensions in the study was redundant and did
not contribute anything extra to our understanding. However, there were four redigons
decided that there was a need for both dimensions of justice. First, DJ, PJ, amdettzeition
term had a significant positive association with relationship quality ch@nge 3). The change
in R-square for the model was significant éaichof these three terms, showing that they
separately explained significant variance in change in relationshipyq&sdcond, as per the
results of the confirmatory analysis (page 77) and ‘average variammaeted’ (AVE)
calculations for each of the constructs therein, DJ and PJ showed sufficientidesat validity.
The square root of the AVE for each of the constructs was much higher than the bivariate
correlations amongst them. Specifically, the correlation coefficientdaet DJ and PJ was .79,
while their square root of AVE was .920 and .917. Third, | tested the relative effect of
compensation and relationship investments (the primary antecedents of DJ in theom&uk|
and PJ. | expected that the combined effect of all the terms containing congeasdti

relationship investments on DJ will be significantly higher than theirtedte®J. The analysis
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showed that after taking into account the control variables, all of these tgstasmesd almost
twice as much extra variance in DJ in comparison to what they explained for PShded
that although the model relationships were embedded significantly in thecfiweraffects, the
model as specified had reasonable validity. Lastly, there were soméezkgeferential effects
of repair efforts on the respective justice dimensions. Accountability andinaganal change
had no significant effect on DJ, while they had a positive significant effect antRd .10 level
of confidence. Thus, all of these analyses together indicated that neitherustite gimensions
was redundant and each helped in enhancing our understanding of the hypothesized model.
Discussion of Findings: Relationship Quality Change (Time 3)

All the three hypotheses regarding the relationship between justi@ppens and
change in relationship quality (Time 3 were supported). Both DJ and PJ sigtyjferaaht
positively affected change in relationship quality. However, the negative siga béta
coefficient of the interaction term (-.135) (and also the t-value, -2.557), showsdledtdct of
justice perceptions on relationship quality change is not synergistic. Thectrda effect is not
over and above the sum of the effects of DJ and PJ. The reason for this could be that there is
some overlap between the two justice constructs, and they are not independent of each othe
When we consider the definitions and the operationalization of these two constrhgsindy,
we can see that this is actually the case. It appears that the congpesisdtthe relationship
investments made by the supplier are interpreted as part of the overall pescathiprocesses
that, the customers think, will tend to ensure fairness in the future as well. fite jus
perceptions together explained more than 40% (R-square .41) variance amseigtiguality

change (Time 3).
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There is some discussion and empirical support in the literature that digérijostice
plays a greater role compared to procedural justice in influencing cugtenceptions (Smith,
Bolton and Wagner 1999). However, in this study, both the justice dimensions had almost the
same level of effect on relationship quality change (beta values of .311 vs. .314), ané&sone w
significantly greater than the other. In the same vein, it is noteworththehatteraction term in
the model which had the largest beta coefficient, both in DJ and PJ equations, was that
compensation X organizational change (they were correctly hypothesizgitbancing DJ and
PJ respectively). Thus, it appears that both DJ and PJ play an equally immdetantebuilding
relationships after they get damaged.

Theoretical Implications

This study makes several contributions to the literature and has implicationsdarch
in diverse fields such as those of relationship marketing, management, controaneta. This
is possibly the first research of its kind that has simultaneously examinedénendipossible
reasons behind relationships getting damaged, and in addition, how such damagechiplations
can be repaired. Though some research has examined the speed of the relatioagjgp da
(Akerlund 2005), none has looked at possible qualitatively different reasons @i
decline. These findings can have implications for both commercial and perdatahships.
Most research, in various fields, has typically looked at only a single reashrassuc
untrustworthy behavior, due to which relationships negatively get affected. lieveratketing
literature on service failures and recovery has not examined the impacteoptbbems on the
quality of customer relationships. Thus, researchers have so far not consideretihiat facst
or commitment in a relationship can be affected due to several different reaserstudy

shows that there is need for research about relationship repair in the spmt#ixts of the
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reason behind relationship damage. The results of this study can be a gouylstant in that
direction.

From a methodology perspective, this is possibly the first study that bagteat to
capture the change in the quality of a relationship, as it is perceived bytthe(bigyer
respondent). Although the process models of relationship development (Dwyer, Suth@h a
1987; Ford 1980) have proposed that relationships go through various stages in the course of
their evolution, the quality of relationships has almost always been measoredptint in time
(Jap and Anderson 2007; Hansen 2006). This could also be because market researchers have not
yet attempted to understand the dynamics of relationships moving from oneostagéher, and
what possible interventions marketing practitioners can possibly make prabesss. Measuring
the perceived change in relationship quality and examining its nomologicanshaps can
have important implications for future research in this area.

Another unique aspect of this research is that it attempted to examine the afuality
given relationship over a relatively long time period. This was necesisttageto the fact that
business-to-business relationships take a relatively long time in gettmapdd, and before
repair efforts are undertaken by the ‘offender.” Thus, the scenariasbilegthe problems in
this study aimed to put the respondent into a realistic situation in which events teokysac
several months. Such an effort was successful, and an overwhelming majegymidents
(94%) reported (in a question to test manipulation) that the events took place ovepertte
of one month or more. Such a long period might be typical for personal relationshigk as we
Thus, research examining decline and repair of relationships should consideetdartansion
as well, and should not focus on events happening at a single point in time (something that most

of service failure and recovery research has done so far).
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The study results provide support for the thesis that just as in several otheftypes
conflict situations, fairness theory helps us in understanding the mechanisnh tivtaaly
damaged relationships can be repaired in buyer supplier relationships. Thougts senaar
discussed the role of fairness theory in troubled relationships (GassenheiméoniHand Davis
1998), this is possibly the first empirical examination of the same. Thus, tlyenstkés a
contribution to the development of fairness theory, especially in the fieldatibredhip
marketing. The theory of justice has been examined in a variety of contelxtasworkplace
justice (Folger and Konovsky 1989), complaint behaviors (Blodgett, Hill, and Tax 1997),
organizational citizenship behaviors (Netemeyer et al 1997), retail salbggRy and Levy
1989), commitment and turnover (Roberts, Coulson, and Chonko 1999) and organizational
change (McNeilly and Lawson 1999). However, scholars have argued that thered |
exploration of justice in sales and relationship marketing research (RobersoiGauid
Chonko 1999; Kumar 1995; Gassenheimer, Houston, and Davis 1998). Thus, this study
contributes to the development of justice theory by showing its importancaataits of
rebuilding of relationships that have got damaged, something that has not been dariEhso far
results indicate that both distributive and procedural justice play an importantheteit comes
to repairing damaged relationships.

Some scholars argue that bad relationships should not be ended, but instead they should
be restored by the partners involved (Tahtinen and Vaaland 2006). They argue tlatthere
prohibitive costs involved in dissolving a suffering relationship, such as losorelhti
investments, dissolution process costs, possible sanctions for future business, network
limitations, and set-up costs of new relationships. Their recommendation is tpatttiers

should avoid incurring these costs and should try to restore relationships facing the end.
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However, these scholars do not prescribe as to how relationships might be restbexdhcat
marketing researchers to undertake this inquiry. This research answesdlil@aad thus
contributes to the research being conducted on management of relationships in timeir decli
phase.

The study, through qualitative research, identifies the various typeodtkdffat are
made by seller managers targeted at repairing damaged custt@tienships. Efforts for
regaining trust and repairing relationships have been examined in the litermpeesonal
relationships, and almost never in business settings. In the personal relationskepss too,
researchers have examined a very limited number of these efforts, suchrag analamise or
offering an apology. Such a comprehensive assessment of repair effdreehaonspicuous by
its absence in the literature so far. Additionally, this study conceptualizeddPJ as
constructs rooted in the past and the future respectively. Thus, while DJad tieat
compensation and tangible benefits for mistakes made in the past, PJ is edresdée
appropriateness of procedures and processes followed so that fairnessxqaactezl drom the
supplier in future as well. The study shows that compensating actions for pedtasi
(distributive justice) engender belief in the appropriateness of overall presddilowed, and
hence fairness in the future (procedural justice). This was apparent frotrotigemositive
associations of compensation and relationship investments with PJ. Thus, scholarsgxam
various dimensions of justice should not treat them in isolation, but should examine thm joint

The findings of hypothesis 1, that opportunistic behavior has the most negative impact on
relationship and availability of better alternatives the least, show suppattribution theory in
case of relationship conflict situations. Attribution theory (Roesch andiham 1997) says

that when faced with injustice, people make attributions. People need to explain theaworl
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want to attribute causes to the events happening around them. This gives peopés aansat
of control. The attributions, or fixing the blame on an external agency, can Heargiy
driven by ones emotional drives. The reverse can also be true that higherbbéatirgreater
the emotional reaction towards the entity held responsible for injustice. lrappat
opportunistic behavior is most clearly attributed to the supplier, or in other wordsanhe is|
clearly fixed on the supplier. In case of service failures, the buyers probablyogne benefit of
doubt that service failures are being caused by forces that are beyond tbkeatdh& supplier
firm. Hence, reduced level of attribution or blame fixing results in lessimegatction on the
part of the buyer. In case of availability of better alternatives, iaweake clear to the respondent
that the supplier was not responsible for better competing suppliers, and probiaisiyvtia
presence of better alternatives resulted in least damage to relationship quali

Additionally, there is some discussion in the literature that opportunism is gitextce
part of business practice, and some economic theories make the assumptiomoélanat,
that each entity first and the foremost looks after ones own interest and mesitnize its own
utility. The perspective of a rational man will suggest that availglafibetter alternatives,
especially in a commercial setting, will be most detrimental to committoevards the partner,
while opportunistic behavior can be treated as a given and part of doing business. Such a
perspective goes against the grain of theories of trust and commitment iNoy&lunt 1994),
and long term orientation in relationships (Ganesan 1994). The findings here show tmatrust
personal relationships, opportunistic behavior is very detrimental to businessstigts, and

this provides support for the relationship-marketing paradigm.
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Managerial Implications

While in the past scholars have often described the various reasons and the ways in whic
buyer-seller relationships might decline, this is one of the few studies tonextma issue
guantitatively. The study will inform managers about the causes that areanusging to the
quality of buyer seller relationships. This should help them keep an eye on thaatyabm
customer relationships through incorporating an examination of these causes on ag ongoin
basis. Scholars are of the view that even well set relationships can getlidestabid decline
(Narayandas and Rangan 2004). A better understanding of the causes of retatiecigie will
act as a monitoring mechanism for a firm’s relationship managers. Sushit@mmg mechanism
is of special importance in key account management and global account managemettievhe
customers are very big and important for the seller firms.

The finding about reason of relationship damage (hypothesis 1) implies thaheugh
tempting, and often accepted as a norm in the business world, opportunistic behavior should be
avoided at all costs in the interest of good quality customer relationships. dineerdamaging
effect of service failures versus availability of better altevestis also quite interesting.
Marketing managers often seem to be much more concerned about the competitioraikéihe m
place and offering better prices, discounts, and deals in response to compeétitsr #en they
are about offering high quality services to customers. The findings sugdesgrthee failures
are much more damaging for a customer relationship, compared to actions of cofirpeting
When it comes to resource allocation towards repairing relationships, the nsastagéd
realize that most damage has been caused in relationships where opportunistic behavior

service failures was the reason for relationship decline.

109



Additionally, the study gives managers some ready tools regarding\etfetrategies
that can be used for regaining trust and commitment once the relationship has dadred, i
different decline contexts. The results show that in the event of relationshipegi@als
important for sellers to manage the customer perceptions of distributive and pabaestioe.
In other words, making up for the problems is important, but so is engendering the betlef tha
right procedures were followed, and that the customer can expect to be trebted dase
problems occur again in the relationship. Justice perceptions can be enhanced througbf the use
both active strategies such as providing compensation or making organizationalkclaangell
as through some relatively passive strategies such as taking accaoyrftattiie problems. The
interaction effects in the model also suggest two things: first, making rffiores éowards
repairing relationships, rather than making less effort, are moreiedfeSecond, making a
variety of efforts is better than making only one type of effort. Among the difects
compensation had the most significant effect, both on DJ and PJ, showing how important this
strategy can be in repairing relationships, especially in the retiol s€be most effective
combination strategy of efforts seemed to be that of compensation and makingatiqyetiz
change. In both of equations, this interaction term had the most positive and sigimfzartt
on justice perceptions. Customers seem to appreciate it the most when they amsateddor
supplier mistakes and when supplier makes organizational changes that ensuretbatdhe
will not occur again.

While making repair efforts, it is noteworthy that simply showing accouittailsinot a
very effective strategy for repairing the relationship. It is possitaleit this strategy works to
some extent in personal relationships, especially because accountalghtyconnote feelings

of remorse and subsequent change in behavior. Similarly, managers who think ticihgdire
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situation only by making suitable organizational changes (so that the problem doesinot occ
again) will take care of the customer relationship, also seem to doing the wiongttrs
tempting for managers to make these two types of efforts because showangtability is
probably a low cost strategy, and does not require any major resource comtroitntiee part of
the supplier. Similarly, just making the organizational change will be temipticguse it likely
takes care of the cause of the problem, and hence fixes the situation for other rsystodhéhus
has benefits for the supplier firm overall. However, this study shows that botinghowi
accountability and making organizational changes need to be supplemented leyfottseior
them to be sufficiently effective in repairing a relationship. Else, madeystagh of these
efforts are equivalent to making no repair efforts at all.

Moreover, though the power to detect so was sufficient, this study did not support the
hypotheses related to the interaction between reason of relationship dawhagpadr efforts.
This meant that there was no difference in the effectiveness of a giveaoftgffort across the
three possible reasons of relationship decline. If this is true, then it would metreiegageneric
efforts will be equally effective in all types of damage situations. Thusageas should not
presume that offering compensation will be less effective if the causenafj@avas
opportunistic behavior or better alternatives.

The findings have implications for managers responding to service failuresraice se
recovery actions. Research in the field of service failure/recovery hasaminexi the decline
and possible repair of customer relationships caused due to service failurésdifigs of this
study provide some guidance related to this.

As discussed in the theoretical implications section, the results of hypothésis 1 a

indicate the attribution theory plays a role in the impact of the three damage r@asmssomer
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relationship perceptions. The higher the attribution of the reasons of damageirio,thieef
higher the decline in relationship quality after the problem. This shoulddethgers that they
should try to manage customer perceptions of the attributions of the relationship préldems
example, if opportunistic behavior caused the problem, managers should identify the
employees/salespeople who were responsible for the problem and should punish them, and
should communicate to the customer that it was a stray incident which can not éé bfathe
supplier firm as a whole. Such actions on behalf of the supplier firm might help reduce t
attributions that customers make for the problems they face. A similaragppran be taken for
problems of service failures and better alternatives.
Limitations of the Study

Just as all research studies, this study too suffers from severalitingtathich
researchers should try to overcome in the future. First, | make use of scandrs not
examine relationships which actually got damaged and where real répds ekre made by
vendor firms. Although | made the necessary efforts to ensure that the dessmbtthe
scenario were as much realistic as possible, examining real relatiowshilolsdefinitely be of
value. Second, both the reasons for relationship damage and repair efforts wprdateshat
the same point in time. This could have given the respondents the feeling thaethey ar
responding to a single event as opposed to developments over a period of time. Although the
descriptions of my scenarios reflected developments over time (both relationsiaigedand
repair efforts), a longitudinal study that actually captures theaetgerceptions over several
months as relationship situation develops between two firms will make for a \egstirig
extension of this study. Thus cross-sectional data of this study is dibmitaat should be

overcome in future studies.
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The results of this study should be carefully interpreted. First, the findingstapply
situations where low intensity to moderate intensity problems are caubedreiationship over
a period of time. So, the findings might not apply to situations where a big blunder is made by
the supplier, which might require a different approach for relationship maeagédvoreover,
the study was conducted in the retail setting, and the dynamics of buyeredatienships
might be different in other industries. Additionally, a large proportion of resdibethe current
study were single store outlets, and thus the findings might be a littleediffer what they
might be for large format chain stores. So, the findings might not be directlgadpelto other
business-to-business settings.

Another limitation (to some extent) was that the data was collected fromiaa pahel
of retailers. Although the panel members are recruited from all patie abuntry, the sample
was possibly biased towards more educated, more internet savvy memberstaflihg re
community. Thus, the sample was probably not fully representative of thengetalitor in the
whole of USA.

Future Research Directions

The study lends itself to several fruitful future research directiorst, Researchers
should examine these issues of relationship repair after damage inusabiss. Although 1 did
not use the critical incident technique (CIT) for this research due to some ps@sdsatiated
with it such as recall bias, etc, the technique does help in identifying and usisiguaons as
experienced by respondents. Future research using the CIT will be of help itinglida
findings of this study. Additionally, qualitative studies that collect lamital data such as
interview/focus group discussions data from the respondents will be helpful in capturing

knowledge from customers’ real experiences. With few exceptions (Aménols€ropanzano
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2003), longitudinal examinations of fairness are notably rare. Another option can bentneexa
the relationship restoration process by conducting comparative reseagih {994) which uses
multiple cases. These issues should also be examined in business settingsoih@ytretail,
such as the manufacturing and the services sector, in order to enhance thegeihgralf the
findings.

Second, researchers have often reported significant differences amoegctipns of
buyers and sellers when it comes to management of relationships (Barnes 200/gsdaunch
should explore the possible differences of perceptions of buyers versus selbedents as to
what ‘is’ done by the offender and what ‘should’ be done in situations of relationship fiépsi
will help us identify as to whose perceptions are better associated witergngatovement in
trust and commitment.

Third, researchers should explore the effectiveness of repair effoyss a@rious
cultures. It is possible that culture impacts people’s perceptions of whatasirect approach to
follow in situations of relationship damage. In more collectivist cultures sutiose in Asia or
the Middle East, who are also known to be less confrontationist compared to indiviclualisti
cultures (such as Swiss Germans) it is possible that the role of dimensiostcef and hence
of the repair efforts might differ in their effectiveness.

Fourth, it is important to explore as to why, despite knowing that customers aréamtpor
assets for a seller, supplier firms fail to take notice that a custoragomship is being damaged.
Many scholars have concluded that relationship stress and latent dissatiséaa common
phenomenon in business relationships. It would be a very fruitful to explore the imsaikut
environmental, customer related, and salesperson related reasons behind the eamurrenc

relationship damage and the resulting prevalence of stressed relationships
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Another important issue is the expectation of the customer that the offending supplier
will undertake repair efforts, since quite often, actions are evaluated ighhefithe
expectations for the same. What is the role of such an expectation? If such aatiexpisc
present, does it lead to better or worse relationship repair? What are tie tiaat shape this
expectation? Once again, there can be firm level as well as individualdetek that can shape
this expectation. For example, the customer orientation of the supplier firm, i@potahe
supplier firm, or customer orientation of the supplier's sales representagihe make the buyer
think that repair efforts will be undertaken.

This study found that the justice perceptions only partially mediated the efffegtair
efforts on change in relationship quality (Time 3). This indicates that #rerpossibly other
mechanisms through which the repair efforts impact relationship quality. Om@assible
mechanism can be uncertainty reduction about the future. Research in the field of
communication has often used the uncertainty reduction theory (URT) forenglthe
rebuilding of trust in interpersonal relationships. It is possible that trust regggpens because
of some interplay between perceived justice and uncertainty reduction aboutitbelfwill be
fruitful to examine such possible mechanisms and the theoretical relatiomsbrger to
explain greater variance in change in relationship quality.

There is a newly emerging concept of ‘restorative justice’ in the dlemanagement and
scholars are exploring its applicability in organizational settings (Kigdev; Goodstein and
Aquino 2008). Restorative justice recommends not taking a path that involves punishment for the
offender and revenge on the part of the victim. It prescribes that true headingbailding of
meaningful relationship between the offender and the victim can take placenapip@ach that

does not involve punishment and revenge. According to this concept, restorative justice involves
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making amends for mistakes on the part of the offender, extending forgiveness on dfhéeart
victims, and fostering integration between the two entities. Though the concepehas be
introduced primarily in a workplace setting, it shows potential of applicamlibuyer-supplier
relationships as well. Future research should examine this applicability astteswf any, the

possible role of restorative justice in repairing commercial relatipashi
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APPENDIX A
Interview Guide- Qualitative Interviews with Managers

First 1 would like to thank you for agreeing to participate in this intervidws ihterview is part

of a research project investigating why relationships between buyers arglipiers

deteriorate or get damaged, and they are sometimes rebuilt by one or both.festrexample,
there could be a series of service problems due to which a relationship might haaegged,

and the quality of relationship went down, and over time was no more what it used to $&. Plea
remember that | am going to record this interview so that | can type itanpllalso want to
reassure you that your identity will be protected. If you wish, you may use@opsen for

yourself or for anyone else you might want to mention in your interview, ocaosimply

describe the situation without using their names at all. If you use yourama& | will change it
when the interview is typed up.

Before we begin, please let me record your name, age and occupation.

Have you ever faced a situation when a relationship with one of your suppliers/potyers
damaged due to some reason?
e What happened? (Follow up questions)
Whose mistake/fault do you think it was?
How commonly such things happen in your industry?
What was your reaction to the situation?
How did it impact your business?

Did the supplier/you try to rebuild or repair the relationship in any way?
e What efforts were made?

Which efforts do you think were most effective?

What kind of efforts did not seem to work?

Why do you think these efforts worked?

How commonly such efforts are made in your industry?

What do you think are the most common reasons why relationships between buyers a@d suppl
get damaged?
e Which problems are most damaging for the relationship?

Ideally, what efforts should be made to repair/rebuild such damaged relgigshshi
e What will be your recommendation to others?

127



APPENDIX B

128



TIME 1

Trust
Commitment

Satisfaction

y

APPENDIX B

Basic Conceptual Model for the Study

Reasons of
Relationship

Decline

TIME 2

A 4

Trust
Commitment

Satisfaction

Relationship
Repair

Strategies

TIME 3

Figurel: Basic Conceptual Diagram for

the Study

Trust
Commitment

Satisfaction

129



130

APPENDIX C



131

APPENDIX C

Detailed Conceptual Diagram for the Study

Compensation
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Behavior Sp. Investmen
Relationship Service Relationship Accountability Relationship
Quality Failure(s) Quality Quality
Procedural
Justict

Better
Alternatives

Organizational
Change

Figure2: Detailed Conceptual Diagram for
the Study
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APPENDIX D

Need for Relationship Repair Matrix

Single Multiple

Relationship repair
Short

Long Relationship repair Relationship repair

A representation of situations where relationskipair might be needed,
but the issue has not yet been examined by ressraredimost all of the
literature on service recovery and trust repaiugas on a single

incident of failure/trust violation, and what isrdoimmediately after the
incident.
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APPENDIX E

List of Covariates

Variable Variable Descriptions
Age Age in years
Gender Male/Female
Length of Relationship Number of years the respondent has been a customer of the
supplier organization
Dependence on Supplier Extent of power that supplier enjoys over the buyer
Relationship Quality with Level of trust, commitment, and satisfaction with the sales
Sales Rep representative
Stability Attribution Likelihood of similar failure occurring again
History of Conflict Extent to which the buyer had similar experiences in the past
Buyer Propensity to Trust Buyer’s tendency to find others generally trustworthy

Buyer Propensity to Forgive To behave constructively towards someone who has behaved
destructively towards them
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APPENDIX F
Measurement Scales

All items on appropriate 5 point Likert type scales:

1.

Dependence on Supplier (Payan and McFarland 2005)

a.
b.

C.

The work we do with this supplier is very important to our success.

There are few firms that could provide us with comparable output to what we obtain
from this supplier.

Our total costs of switching from this supplier to a competing firm will be vety. hig

Relationship quality with sales representative (Palmatier 2006)

—“S@meoooTw

| am willing to go the extra mile to work with the salesperson of this vendor
| feel committed to the relationship with this salesperson

| view the relationship with this salesperson as a long term partnership
This salesperson gives me a feeling of trust

| have trust in this salesperson

This salesperson is trustworthy

| have a high quality relationship with this salesperson

| am happy with the relationship with this salesperson

| am satisfied with the relationship | have with this salesperson

History of conflict (Anderson and Weitz 1992)

a.
b. At one point this supplier came close to terminating its relationship with us
C.

d. We have survived some rocky periods with this supplier

This supplier has survived some rocky periods with us

This supplier has had more than the usual amount of ups and downs dealing with us

Buyer propensity to trust (Gefen 2000; Wang and Huff 2007)

a.
b.
C.

Most people are trustworthy
Most people can be relied upon to tell the truth
In general, people can be trusted to do what they say they will do

Buyer propensity to forgive (Mullet et al. 2003)

a. | can forgive easily even if the consequences of harm have not been canceled
b. | can easily forgive even when the offender has not apologized

C.
d
e

| can truly forgive even if the offender did harm intentionally

. | can truly forgive even if the consequences of harm are serious
.| can truly forgive even if the offender has not begged for forgiveness
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6. Relationship quality with supplier (Palmatier 2006)

| am willing to go the extra mile to go with this vendor

| feel committed to my relationship with this vendor

| view the relationship with this vendor as a long term partnership
This vendor gives me a feeling of trust

| have trust in this vendor

This vendor is trustworthy

| have a high quality relationship with this vendor

| am happy with the relationship with this vendor

| am satisfied with the relationship with this vendor

—TS@meP o0 TR

7. Distributive Justice (Blogdett et al. 1997)
a. Compared to what | expected, the compensation offered to me was adequate
b. Ithink | got what | deserved
c. |think the vendor offered adequate compensation

8. Procedural Justice (Cole and Flint 2004)
a. | expect that procedures used by the supplier will get me fair treatmtiture
b. The procedures used by the supplier are proper and will always insure fairness
c. The process followed by the supplier will treat me fairly if such a situatises
again
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APPENDIX G
Questionnaire: Pilot Study among Students

A Study of perceptions about rebuilding buyer-sell
relationships

SAMPLE

Name:

Course Number:

Email id:

Start Time:
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The Context
You are the owner of a grocery store in Birminghhat sells everyday household and deli items. Yaxeho handle all the
challenges that come with owning and managing sudtail outlet. It is a very competitive marketlaiou must deal with the
challenge of big retailers such as Wal-Mart, Targtt. which can offer low prices and a much broadeety of products.
Thus, it is very important to keep your costs lowd @ive better service to customers in order toamd maintain their loyalty.
Stonemann Foods is a supplier of a variety of fo@diucts to you including breads, cookies, pastatnetc. You have been
doing business with Stonemann for several yearsarmahoverall have been quite satisfied with it. pheducts and services
from Stonemann have been reasonably good and citingae€f ou have no major complaints against themfregarding any
aspect of doing business, and overall, you arengetthat you need from your relationship with thigplier.

wsing your best judgment about the situation, @easpond to the following (circle the approprietteice): /
I have trust in this supplier firm. Strongly Disagree 1 2 3 4 5 6 7 Strongly Agreg
This supplier firm is trustworthy. Strongly Disagree 1 2 3 4 5 6 7 Strongly Agreg
This supplier gives me a feeling of trust. Strongly Disagree 1 2 3 4 5 6 7 Strongly Agreg
I am willing to go the extra mile to work with this supplier. Strongly Disagree 1 2 3 4 5 6 7 Strongly Agreg
| feel committed to my relationship with this suppler. Strongly Disagree 1 2 3 4 5 6 7 Strongly Agreg
| view the relationship with this supplier as a lom-term Strongly Disagree 1 2 3 4 5 6 7 Strongly Agreg
partnership.
I have a high quality relationship with this supplier. Strongly Disagree 1 2 3 4 5 6 7 Strongly Agreg
I am happy with my relationship with this supplier. Strongly Disagree 1 2 3 4 5 6 7 Strongly Agreg
I am satisfied with the relationship | have with ths supplier. Strongly Disagree 1 2 3 4 5 6 7 Strongly Agreg
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The Problem

Now the situation changes for you and this is wizggpens in the next 6 months. You start facing smrolelems with this
vendor. The offers of competing firms for similano@ucts have been consistently better than thesoffem this particular
vendor. The other competing vendors regularly efierou better prices and discounts, their produetg often more

innovative, and they seemed to be willing to do momore for you compared to this vendor. This ofedhyou with the feeling

that you would have been better off dealing withh ¢tbmpeting vendors. Although your relationshighite vendor has

continued, you feel quite upset about it. Keepmgind your relationship, you brought these fagtthe notice of this vendor

firm, but these issues have persisted over sexnwaths and there doesn’t seem to be a solutioigim. s

Thinking of the overall situation just describeddaising your best judgment, what would be youpaase to the following?

\(Please circle the appropriate choice)

/

My trust in this supplier firm will change. Negatively -5 -4 -3 2 -1 No Change +1 +2 +3+4 +5 Positively
My feeling of commitment towards this supplier reldgionship will Negatively -5 -4 -3 2 -1 No Change +1 +2 +3+4 +5 Positively
change.

My satisfaction with this supplier will change. Negatively -5 -4 -3 2 -1 No Change +1 +2 +3+4 +5 Positively
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The Solution

The supplier firm finally realizes the presencehase problems, and makes efforts toward salvagmgelationship with you
as a customer.

On the next page, you will read a description ahsefforts made by Stonemann. After you have readiescription, give your
assessment of the suitability of these efforts, laowl these efforts might affect your relationshighv&tonemann.

- /

Get Ready!
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Supplier Efforts

ﬁle vendor was able to identify the reasons bethiade problems and readily took responsibilit@
situation. It held itself accountable for the umfmate incidents and acknowledged that you suffered
losses, and that it owed those losses to you.

The supplier firm offered additional 10-15% discbon the next few purchases that you made, saying
that it wanted to make up for the problems you taafdice previously.

No other effort was made by the supplier.

Keeping these efforts in mind anding your best judgmergive your responses on the next page:

- /
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Please circle the most appropriate choice

My trust in this supplier firm will change.

My feeling of commitment towards this supplier reldionship will
change.

My satisfaction with this supplier will change.

Negatively -5 -4 -3 2 -1 No Change  +1 +2 +3+4
Negatively -5 -4 -3 2 -1 No Change  +1 +2 +3+4
Negatively -5 -4 -3 2 -1 No Change  +1 +2 +3 +4

Please circle the most appropriate choice

Compared to what | expected, the compensation offed to me was:

| think | got what | deserved.

| feel that the supplier offered adequate compensein.

Less than Expected 1 2 3 4 5 oid than
Expected

Strongly Disagree 1 2 3 4 5Strongly Agree

Strongly Disagree 1 2 3 4 5Strongly Agree

Please circle the most appropriate choice

| expect that procedures used by the supplier wiljet me fair treatment in
future.

The procedures used by the supplier are proper andill always insure
fairness

The processes followed by the supplier will treat enfairly if such a situation
arises again

Strongly Disagree 1 2 3 4 5Strongly Agree
Strongly Disagree 1 2 3 4 5Strongly Agree
Strongly Disagree 1 2 3 4 5Strongly Agree
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The primary reason of the problems caused in yourelationship with the supplier was:

a. The supplier appeared to be dishonest in its dgalvith you.

b. You faced service related problems with the supplie

c. There were competing suppliers that seemed to piferbetter deals relative to this supplier.

What is your level of fatigue after filling out this survey?

Very tired 1 2 3 4 5 6 7 Not at all

How interesting do you think filling out this survey was?

Very boring 1 2 3 4 5 6 7 Very interesting

End time:
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APPENDIX H
Sample Online Questionnaire

Please answer two very short questions for us to decide whether you are an dppropria
respondent for this survey. We thank you for your patience!

1. Do you work in the retailing industry?
L No
& Yes (Please specify the type of retail store, for example Grocktii), Department

Store, Furniture, etcl,

2. As part of your job, do you play a role in buying from suppliers and interacting with thei
sales representatives?

E Yes
E No

Yes, this study will greatly benefit from your participation! Please@ed...

Relationship Repair in the Retail Industry

You should be 19 years or above to participate in this survey. This survey widlrlast f
approximately 12-15 minutes. You might find some repetition in the survey questions aset
continue to respond because this is a hecessary aspect of academic surveys.

e

Risks, Benefits, and Confidentiality
This research has been approved by the Institutional Review Board of The Wyivkrsi
Alabama. There are no foreseeable risks or benefits associated witlpatoin in this study.
The information collected will be kept anonymous and the records will be private.
If you have any questions or concerns, please contact the following:

Vivek Dalela, Investigator, at 205-239-2347; Email: vdalela@cba.ua.edu

Ms. Tanta Myles, The University of Alabama Research Compliance Offic205a348-5152

If you consent to participate, please go forward. Else, you can quit the surgi®ging your
browser window.
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This research is aimed at understanding how a supplier firm mightry to repair a damaged
customer relationship and what types of efforts are most effectiv&ou are participating in
this research as a buyer who interacts with supplier firms for making prchases. We
greatly appreciate your participation! The survey will take about 12-15 minute and will
require you to think of a hypothetical situation. We are interested in capttung your
responses to this situation.

Since the survey will require some thinking on your part, we requestou to please
concentrate fully on the survey and keep distractions away. If you are interesd in
knowing about the findings of this study, please provide your email address a later
section.

Once again, we greatly appreciate your participation!! Let us start...

Please think of a supplier with whom you regularly do business and with vase sales
representative you often interact (preferably don't choose your biggest pplier). You do
not have to name this supplier to us. Keeping in mind this specific sulpgr, answer the
following questions about your relationship:

In our relationship, this supplier can be trusted at all times.

Neither Agree nor
Disagree Agree Strongly Agree

e e e e e

Strongly DisagreeDisagree

This supplier firm can be counted on to do what is right.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

This supplier firm has high integrity.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

| am willing to go the extra mile to work with this supplier.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

| feel committed to my relationship with this supplier.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree
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| view the relationship with this supplier as a long-term partnersip.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

| have a high quality relationship with this supplier.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

| am happy with my relationship with this supplier.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

| am satisfied with the relationship | have with this supplier.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

About how many years have you done business with this supplier?

| [

It would be difficult for us to replace this supplier.
Neither Agreenor
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

This supplier is a very large company.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

We are dependent on this supplier.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

We do not have a good alternative to this supplier.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree
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This supplier has survived some rocky periods with us.
Neither Agree o
Disagree

e O e e e

Strongly DisagreeDisagree Agree Strongly Agree

At one point this supplier came close to terminating its relationsipi with us.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

This supplier has had more than the usual amount of ups and downs daaj with us.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

This supplier has a reputation for being honest.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

This supplier is known to be concerned about its customers.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

Most retailers would like to do business with this supplier.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

How attractive do you think is this supplier compared to the next best &drnative supplier
in terms of:

This supplier This supplier

is much less 2 3 4 IS much more

attractive (1) attractive (5)
Generating sales e C e e e
Generating profits e C e e e
Generating customer » C r ) C

traffic



152

What is the approximate frequency at which you receive shipments fronhis supplier?

| [

What is the value of an average shipment from this supplier?

| [

You just told us about the supplier firm. Now think of this suppliers sales representative
whom you deal with and answer the following:

This salesperson can be trusted at all times.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

This salesperson can be counted on to do what is right.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

This salesperson has high integrity.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

| am willing "to go the extra mile" to work with this salesperson.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

| feel committed to the relationship with this salesperson.
Neither Agree nor
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

| view the relationship with this salesperson as a long-term partmship.
Neither Agree no
Disagree

O £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

| have a high quality relationship with this salesperson.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree
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| am happy with the relationship with this salesperson.
Neither Agree no
Disagree

e e e e e
| am satisfied with the relationship | have with this salesperson.

Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

Strongly DisagreeDisagree Agree Strongly Agree

This salesperson keeps our best interests in mind.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

This salesperson wants to do his/her job well.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

This salesperson genuinely enjoys helping us.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

This salesperson is easy to talk to.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

Now imagine that the following incidents actually happened between you arnhis supplier:

For the last six months, you have been facing some problems with this slipp Service
related issues have been increasing. On several occasions, the suppdiged to deliver
goods to you on time. At other times, it delivered products that were differg from what
you ordered, which took several days to sort out. Apart from being an unnecessargssle
for you, sometimes these lapses also resulted in lost sales for your company. Some
customers complained of this supplier’s products not being availablwhen needed. You
brought this to the notice of the supplier, but these problems perdisand seem to occur
more frequently than had been usual.

Thinking that this situation actually happened with this supplie, what will be your
response to the following?
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My trust in this supplier will change. (Please note the double sidedale and respond
accordingly!)

Negatively i i i No Positively
(-5) 4 3 2 1 Change+1 +2 +3 +4 (+5)

£ C C C C C C C C C £

My feeling of commitment towards this supplier relationship will chamge.

Negatlvely_4 3 2 1 No 1 +2 +3 +4 Positively

(-5) Change’ (+5)

e e e e e e e e e e e

My satisfaction with this supplier will change.

Negatively No Positively
(-5) -4 -3 2 -1 change 1 2 3 4 (+5)

e e e e e e e e e e e

Given the situation described above and your past experience with thiggplier, to what
extent do you agree with the statement - "This supplier will likg} try and repair its
relationship with me as a customer"?

Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

The supplier firm finally realizes the presence of these problesy and makes efforts
towards repairing the relationship with you as a customer. The next sean tells what the
supplier did:

Efforts Made by the Supplier

The supplier's efforts came in the form of providing you compensation.

The supplier offered some attractive additional discounts and some free productaext thes
purchases that you made, which you thought made up for any possible losses that lyauem
incurred over this time.

The supplier did not make any other efforts.

o
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Once again, please think that such a situation actually occurred and the spiper made the
efforts as mentioned. Using your best judgment, please respond to the si@ents given
next.

My trust in this supplier firm will change. (Please note the double sided scale and respond
accordingly)

Negativel\ No Positvely
(-5) -4 -3 2 -1 Change+1 *2 +3 4 (+5)
e E e E e E e E E e e

My feeling of commitment towards this supplier firm will change.

Negatively i i i No Positively
(-5) 4 3 2 1 Change+1 +2 +3 +4 (+5)

e E E E E E E E E E e

My satisfaction with this supplier will change.

Negatively i i i No Positively
(-5) 4 3 2 1 Change+1 +2 +3 +4 (+5)

e E E E E E E E E E e

Compared to what | expected, the compensation offered to me was adequate.
Neither Agree nor
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

| think | got what | deserved in return.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

| feel that the supplier offered adequate compensation.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

| believe that the supplier's actions will get me fair treatment in @iture as well.
Neither Agree no
Disagree

£ £ £ £ £

Strongly DisagreeDisagree Agree Strongly Agree

What the supplier did was proper and such procedures will insure faness in future too.
Neither Agree no

Strongly DisagreeDisagree Disagree

Agree Strongly Agree
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e e e e e

The supplier's approach shows that | will be treated fairly if such a suation arises again.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

As per the given situation, the primary reason behind the problems caed in your
relationship with the supplier was:

E The supplier seemed to be taking advantage of your relationship
E The service that this supplier provided you was no more up to your expectations

» There were competing suppliers that seemed to offer you better detilsert this supplier

In the situation that we just gave you, how long do you recall the problems haaén going
on with this supplier?
lday 1 montt6 month2 years

e e C C

| expected the supplier to do more than what it did towards repairing ourelationship.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

Given your overall past experience with this supplier, what is the likédiood that such a
problem will occur again?
'(*1')9’h'y Unlikely 3 4 Highly Likely (5)

£ £ £ £ £

How realistic did you find the hypothetical situation we gave you?

Highly Unrealistic2 3 4 Highly Realistic
1) ®)

£ E E E E

What exactly did you find unrealistic in the situation we gave you? (Answer thig you did
not find the situation quite typical and realistic)
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We would now like to know a few things about you as an individual.

| can easily forgive even when the offender has not apologized.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

| can truly forgive even if the offender did harm intentionally.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

| can truly forgive even if the consequences of harm are serious.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

Most people are trustworthy.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

Most people can be relied upon to tell the truth.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

In general, people can be trusted to do what they say they will do.
Neither Agree no
Disagree

e e e e e

Strongly DisagreeDisagree Agree Strongly Agree

Your age is (In years):

| [

Gender
E Male
e Female

Ethnicity
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Education

| [

Income per year

| [

In total, about how many years have you worked in the retail industry?

| [

Which retailing company do you work for?

About how many different products or SKUs do you sell in your store?

| [

About how long have you worked with this company?

| [

What is the approximate annual revenue (sales) of this company?

| [

In total, about how many stores does your company have in the USA?

| [

What is your current title/designation at this company? (For example: Ower, Partner,
Manager, Purchase Executive, Merchandiser, Associate, etc.)

Please briefly tell us what was this survey about?

Thank you for participating in this study!! We greatly value your responses.



