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Abstract

This paper reports the findings of a study conducted among 450 European buyers and
suppliers in manufacturing regarding their relationship with their traotngers.
Particularly, the focus is on whether and how asymmetry in the power position of two
trading partners affects the level of inter-firm learning and the manigrate of inter-

firm trust. Results indicate that power differentials have a negative irapac
organizational learning if the level of trust is low. When inter-firm trustgh,hjpower
asymmetries have a slightly positive effect on inter-firm learningclDsions and
implications are derived from the study findings and directions for furtheards are
provided.



1. INTRODUCTION

In the competitive environment of current times, the success for individual firms
depends on how well the supply chain functions as a whole. The strength of the
functioning of the entire chain is largely determined by the links betwesindgra

parties, i.e. the relationships between buyers and suppliers in the chain. Many studies
have shown that power has a critical influence on the relationship between trading
partners (Frazier and Summers, 1984; Payan and Nevin, 2005). In this respect it is
important to distinguish between the possession of power and the actual use of power
(Frazier and Summers, 1984). The research about the use of power is refined to
exploring the effect of various influence strategies — exercised coaraveon-

coercive power (e.g. Lt al, 2006; Molm, 1997). Studies have documented which
influence strategies are used most frequently by firms (Frazier and Sanif84;

Frazier and Summers, 1986) and how certain influence strategies will@ffeptiance

of the trading partner (Payan and Nevin, 2005). Research on the possession of power
contains studies advocating that the power positions of trading partners should be
balanced in order to achieve co-ordination and co-operation among exchange partners
and therefore an optimal exchange relationship (Dwyer and Walker 1981; Ireland and
Webb, 2007). In contrast, other studies argue that power dominance might not be bad
for the relationship, as long as the dominant power position is not misused by
employing a coercive influence strategy (Kotter 1979; Stern and Heskett, 1969)

It is well known that in the turbulent and unstable business environment of today
individual firms as well as entire supply chains must compete for their suttwigagh
continuous improvement and innovation (Bessant, Kaplinsky and Lamming, 2003;
Sanchez, 2005). This recognition has led to growing emphasis on the concept of
“learning organizations” and on the mechanisms through which learning capedoity

be developed (Boweet al, 1994; Cohen and Levinthal, 1990; Garvin, 1993; Leonard-
Barton, 1995; Senge, 1999). The benefits gained from organizational learning are
considered to be of strategic importance for improvements in productivity anda-longe
term competitive advantage (De Geus, 1988; Ireland and Webb, 2007; Stjernstrom and
Bengsston, 2004). A vast body of empirical research provides support for the positive
relation between organizational learning and financial and non-financiatisrésig.

Bontis, Crossan, and Hulland, 2002; Calantone, Cavusgil, and Zhao, 2002; Jimenez-
Jimenez and Cegarra-Navarro, 2007; Prieto and Revilla, 2006; Skerlavaj and Dimovski,
2006; Tippins and Sohi, 2003).

A critical element in achieving the benefits of organizational learnitiggisibility of
companies to learn and innovate across the individual firm’s boundaries, among others
in the relationship with the firm’s trading partners (Leavy, 1998). Since theatdge

power position of trading partners determines to a large extent the behaviourasgsoce
in the relationship, power differentials are likely to have an impact on orgjanala

learning and hence on organizational performance. However, the influence of power
asymmetry in buyer supplier relationships on organizational learning has dstgéom
investigated in academic research. Studies on power predominantly focus on the
influence on the buyer-supplier relationship in terms of perceived conflaziéfet al,

1989; Leonidiotet al. 2008), information exchange (Frazier and Summers, 1984),
cooperation (Luet al, 2006) and satisfaction (Benton and Maloni, 2005; Leonidiou

al. 2008; Morh and Spekman, 1994). Hence, in this paper we aim to examine the effect
of power asymmetry between buyers and suppliers on inter-organizationaidear



Various studies have demonstrated that trust is a vital catalyst ofirmezrefoperation

and that trust is an essential ingredient in the behavioural processes thatdake pla
buyer supplier relationships (Arifed al, 2001; Blois 1999; Boersn#t al. 2003; Luiet

al. 2006; Mayett al. 1995; Morgan and Hunt 1994). The benefits associated with trust
in socio economic relations are specified most prominently in social capiay the

(Adler and Kwon, 2002; Blau, 1964, Uzzi 1997). According to social capital theory,
“exchange is based on norms of reciprocity or the belief that a firmgactibenefit a
partner will be reciprocated favourably for such behaviour in the future” (Ireland and
Webb, 2006, p. 484; Woolcock, 1998). Inter-firm trust creates an atmosphere in which
firms willingly exceed the minimal requirements of a relationship teease the

likelihood of mutual benefits (Ireland and Webb 2006). Furthermore, various studies
have shown that trust facilitates inter-firm learning processesKeagtz, 1998).
Therefore, we expect that trust moderates the effect of power asymmetry on
organizational learning.

In sum, the goal of this paper is to examine the effect of power asymmetry iryédre bu
supplier relationship on organizational learning and whether trust moderates this
correlation. In the remainder of this paper we first develop hypotheses on the
relationship between power asymmetry and organizational learning and th#egpossi
moderating effect of trust on this relationship. Then we test the hypothesea using
survey of 450 European sales and purchase managers. We describe the empirical
findings and conclude by discussing the theoretical and practical implicatidres of t
study.

2. LITERATURE REVIEW AND HYPOTHESISDEVELOPMENT

2.1 Inter-firm learning

Organizational learning has been conceptualized and defined in numerous ways and
there are many perspectives in the field. Several studies argue that drgaaiiza

learning takes place via the individual employee (Argyris and Schon, 1978; March and
Olsen, 1976; March, 1991; Simon, 1991), and individuals learn as agents for the
organization (Kim 1993). Other studies see learning as a process of socalioter

with others (Cook and Yannow, 1993; Lave and Wenger, 1991). Miller (1996) argues
that although learning must be undertaken by individuals, it also depends on different
circumstances and situational settings with which the individuals are surrounded.
Learning occurs also at the group, organizational and industrial levels (Jiang and L
2007; Miller, 1996).

To present just few of the definitions of organizational learning, Senge (199tglef
organizational learning as “a continuous testing of experience and its traaséorm

into knowledge available to the whole organization and relevant to their missiorg, whil
Argyris and Schon (1978) see organizational learning as a phenomenon that emerges
when organizations acquire information (knowledge, understanding, know-how,
techniqgues and procedures) of any kind by any means and Cyert and March (1963, p.
123) define organizational learning as “a process by which organizatioobezs$ives

learn through interaction with their environments”. The latter two definitiopgyithe
importance of the business environment for organizational learning, thereby igcludin
the interaction with trading partners. Business partners are important prafiders
information and knowledge to a focal firm. Interactions with suppliers, inteamesl
customers and other firms and organizations enhance organizational learning@dohr
Sengupta, 2002; Kraatz, 1998; Garvin, 1993; Freeman, 1994). Von Hippel (1988) and
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Lundvall (1988) have shown the importance of forward and backward linkages for
organizational learning and innovation. This is in line with the ‘relational vieweof t
firm’ (Joneset al, 1997; March and Olsen, 1976; March, 1991; Dyer and Singh,
1998a), which suggests that buyers and suppliers systematically share knami@dge
information with each other and make relationship-specific investments in fetur
benefits that can only be reaped by working together.

In the underlying study we focus on organizational learning in the sensereffrimte
learning, i.e. the extent in which a focal firm learns or internalizesalrgkills or
capabilities from its trading partners. There is a plethora of conceptuathgmdcal
studies on inter-organizational learning, including learning in regional §mal

clusters (Keeble and Williamson, 2000; Nadvi and Schmitz, 1994; Schmitz, 1998), in
strategic alliances (Hamet al, 1989; Simonin, 1999; Szulanski, 1996), in industry
associations (Keebkt al, 1999; Semlinger, 1995) and in shared product development
projects (Bozdogast al, 1998; Oliver and Blakeborough, 1998). However, there has
been only scant empirical attention for the role of power asymmetry betvaeergtr
parties specifically that goes beyond small-sample, in-depth studies of a few
organizations.

2.2 Power

Firms always depend, to varying extents, on their trading partner. Hadlgson
dependence focused on the effects for the buyer of its dependence on the supplier,
without taking into account the supplier's dependence (e.g., El-Ansary and Stern, 1972).
More recent studies have incorporated dependence from the perspective of the buyer a
well as the supplier (Buchanan, 1992; Kuretal 1995; Geyskenst al, 1996). In

other words, dependence is mutual. Dependence and power are closely related.concepts
The possession and control of critical assets generates power. The sign of the net
dependence between the two parties indicates the relative power of one aganizat

over the other. If A depends on B more than B depends on A, then B has power over A
(Pfeffer, 1981). Whether or not this power is exercised to influence the trading’sartne
behaviour is a separate issue. In general, the mere presence of asyipomedtri

positions in relationships is associated with instability and conflict (Andeasd

Weitz, 1989; Frazier and Rody, 1991; Geysketnal, 1996; Kumaet al, 1995;

Rokkan and Haugland, 2000). However, a dominant power position of one party is also
linked to fewer possibilities for opportunism of the other party (Anderson and Narus,
1990; Ireland and Webb, 2007; Rokkan and Haugland 2000). Powerful parties will
motivate their trading partners to behave properly.

Power can have an important effect on organizational learning. On certaironscas
where one of the parties dominates the other and forces its views onto the other
organization, organizational learning could be negatively affected (Ford and §homa
1995). In such situations sharing of data and information which is critical to
organizational learning will be difficult or even impossible (Kwon and Suh, 2004).
Furthermore, Ford and Thomas (1995) showed that in asymmetric relationships
communication will predominantly go from the dominating party to the dependent
party. The lack of two-way communication hampers in turn the dependent party’s
responses to the dominant party’s initiatives. According to tcah (2002), March

and Olsen (1976) and Senge (1990) there can hardly be organizational learning without
the sharing of information on an equal basis. Hence, symmetry in the power position of
two trading partners is expected to facilitate mutual learning (Andaleeb) 408
equivalently, power asymmetry will lead to less organizational learriagce, we
hypothesize:



H1. Higher levels of power asymmetry between buyer and supplier are asgociat
with lower degrees of inter-firm learning (ceteris paribus)

2.3 Direct and moder ating effect of trust

Trust and commitment are essential prerequisites for building and developingaustom
supplier relationships (De Ruyter, Moorman and Lemmink, 2001; Morgan and Hunt,
1994) and therefore they are of particular importance for cooperation ([@wskr

1987; Hakanssoet al.2004) and organizational learning (Bessztrdal, 2003; Kim,

1993; Ragatet al, 1997; Stjernstrom and Bengtsson, 2004). However, trust is a diffuse
concept, defined in different ways (Blois, 1999; Schary and Skjgtt-Larsen, 2001).
Blomqvist (1997, p. 271) points at “the many faces of trust”, referring to the various
dimensions and levels of trust, and to the many disciplines that incorporate the concept
of trust (social psychology, philosophy, economics, contract law, and marketing).
Overall one could say that trust exists when one party has confidence in thegexcha
partner’s reliability and integrity (Anderson and Narus, 1990; Ganesan, 1994;
Moorman, Zaltman and Dehpandé, 1992; Morgan and Hunt, 1994).

Whereas many prior studies view trust as a firm-level construct, wedetktis unit of
analysis to inter-organizational trust (conform ketial 2006). Inter-organizational trust
Is seen as “the extent of trust placed in the partner organization by the mefbers
focal organization” (Zaheaat al, 1998, p.142).

Trust encourages information sharing between buyers and suppliers, and therefore
reduces information asymmetry (Min and Mentzer, 2004). This creates good
circumstances for inter-firm learning. Several studies have found thatvasst
positively related to the effectiveness of knowledge transfer between (Bessanet

al, 2003; Mohr and Sengupta, 2002; Ragtal 1997; Wathnet al, 1996).

Knowledge transfer between business parties is expected to lead tormtkrafining,
hence we hypothesize:

H2. Higher levels of trust in a trading partner are associated with highés tdve
inter-firm learning.

Some studies propose that the true meaning of trust implies a leap of faitgs parti
believe that both are interested in the other’s welfare and that neither wiitlaaiit
considering the impact of his action on the other (Kumar, 1996, p. 95). In other words,
trust reflects the belief that each partner is interested in the otvedfege and that a
partner will not intentionally undertake actions that harm the other (Anderson and
Narus, 1990; Geyskens, Steenkamp, Scheer and Kumar, 1996). In relation to this aspect
some authors refer to ‘relational capital’ (Burt, 2000; Dyer and Singh, 1998aabyer
Nobeoka, 2000b). Theories of the embeddedness of economic exchanges in social
relations (Granovetter, 1985; Uzzi 1996, 1997) suggest that trading partners in trusting
relationships will be able to overcome luring problems of uncertainty and oppogdunisti
bargaining.

In this light, we argue that power asymmetry does not necessarily have w foe &a
relationship. If trust is present between exchange parties, a dominant powienposi

could also be used with the best intentions for both parties in mind (Ireland and Webb
2006, p. 483). For example, a dominant party might use its power to create co-
ordination and co-operation among exchange partners. In other words, trust could be a



moderating mechanism, mediating possible negative effects of power asyrametr
organizational learning. Therefore, we hypothesize:

H3. Trust has a moderating effect on the impact of power asymmetry on inter-firm
learning.

Figure 1 displays the theoretical framework of this research which suresiauar
hypotheses.

H1:p; = -

Power asymmetry

Inter-firm learning

Trust H2: 6, =+

Figure 1.: Theoretical framework

3. METHODOLOGY

3.1 Sample and data collection

The firms that were included in the sample all belong to NACE (Nomenclature
statistique des activités économiques dans la Communauté Européenne) category 24
“Manufacture of chemicals and chemical products”. In the chemical induatoe

chains are particularly important, therefore this sector is very suitatiedearch about
buyer-supplier relations. The sample covers several countries within thyeeaar
continent: Belgium, Denmark, UK, Germany, Netherlands, Norway and Sweden. The
survey has been translated by native speakers into six languages, Englisim,Germ
Dutch, Danish, Swedish and Norwegian in order to reduce the barriers to paaicipati
and enhance the understanding of the questions. We have used an independent back
translation of the surveys by a second translator to ensure construct validigll,Ove

with the help of various local trade organizations, 2585 companies have been identified
as being part of the population.

We developed a questionnaire that was administered online in one round between 25
February and 31 March 2007. The target respondents for this questionnaire were sales
and marketing managers from a broad variety of suppliers as well as purchasing
managers from a broad variety of buying firms from all around Europe. Wdenblice
support of a large Dutch multinational company which mediated access to thelir globa
address list of suppliers and customers. 237 e-mail invitations were returned as
undeliverable. A total of 3349 invitations were assumed to have reached the intended
recipients, that is 1979 sales managers and directors and 1362 purchasing naadagers
directors.

The questionnaire contained questions about generic respondent demographics such as
age, gender, current job position, work experience, and level of education. The
respondent was also asked to report generic firmographics, such as countryy,industr
company size, and turnover. As the survey is focused on successful mutual learning i
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the dyadic buyer-supplier relationship, we developed two separate questiqrorares
contains items formulated from the buyer’s viewpoint and the other one contained the
same items but now formulated from the supplier’s viewpoint.

3.2 Response

All respondents were assured anonymity. While it was clear that their nathes a
addresses were provided by the multinational and this company openly endorsed the
study, the data were collected and analyzed by the research teantedeparshe
multinational company. Also, the respondents were not required to report on their
experiences specifically with this multinational, thereby reducinghtteat of social
desirability bias. Furthermore, in order to reduce method biases, the respondents’
anonymity was protected, respondents were assured that there are no rigimgor w
answers and they were urged to answer questions as honestly as possible {Reidsakof
al, 2003). Reminders were sent out to non-respondents one week and two weeks after
the original invitation. Using this procedure, a total of 450 usable responses were
received (270 of suppliers and 180 of buyers), yielding an average response rate of
450/3349 = 13.4% (270/1979 = 13.6% response rate for suppliers and 180/1433 =
13.2% response rate for buyers). Mail surveys generally have an avepgesessate

of about 20 %, however, it is known that internet surveys generate a lower response
than mail surveys (Dillman, 2007). In that respect, the response rate of 13.4 %es in li
with what is to be expected. The non-response bias should be minimal, as comparisons
between respondents and non-respondents on their rank and on the size of the firm in
which they are employed, and between early and late respondents yieldediflraastg
differences.

3.3 Resear ch model

On basis of our literature review, we present a model that links the key vamatles
study. The model pertains to the hypotheses and identifies the relativeangeoof
certain factors on organizational learning, while taking into account the moderatin
effects of trust. The model can be expressed mathematically as entdtypéssion
equation as follows:

Inter-firm learning = o + ; Power asymmetry S, Trust+ 3 Mutual goal settingt 4
Buyer-Supplier dummy s Power asymmetry Trust

in which power asymmetris measured as the absolute difference between the perceived
dependence of the firm itself on its trading partner and the perceived dependiece of
trading partner on the firm itself.

Thebuyer-supplier dummig inserted to take account of differences in the effect of trust
and power asymmetry on down- versus upstream trading partners. We inoluttedl

goal settingas control variable in order to further specify the model. Having mutual
goals within a dyadic buyer-supplier relationship is positively related tieveéof
commitment between both parties (Wilson, 1995). Wilson (1995) argues that “...mutual
goals are the glue holding a relationship together in times of stressb(\\V11895, p.

17). Companies with a high degree of mutual goal setting are expected to be more
successful in organizational learning than those without clear mutual gogisigfand
Schon, 1978; Gaudet al, 2003; Kim, 1993; Mulhollanét al, 2002).

3.4 Measures
Multiple-item scales, closely following previous studies, were used to nee@aain
construct. The items that were used to assess the construct variabldsagsvesl



internal consistency are reported in the Appendix. All items were measured amt 7-poi
Likert scales. Anchors for these scales were 1 = strongly agree to 7 Fysthisagree.

We provided verbal labels for the midpoint of scales and avoided using bipolar
numerical scale values (e.g., -3 to +3) in order to reduce acquiescence biasg€&€aur

et al 2000). Wherever possible, existing measures of the constructs wetexlaatal

used. The survey items assessing inter-firm learning are based on Ramus and Steg
(2000). The items measuring trust are based on Larzelere and Huston (1980). Mutual
goal setting items were adopted from Rojsek and Matajic (2002).The iteraanmga
buyer’s and supplier's dependence were based on Lusch and Brown (1996) and
Gelderman (2003).

The dependent construct variable inter-firm learning approximately fobowesmal
distribution. Distributions with a skewness and kurtosis between -1.0 and +1.0 are
considered to be normal. Our sample exhibits a skewness of 0.859 and a kurtosis of
0.230. This means that we are allowed to use multiple regression analysis.

4. RESULTS

We used linear multiple regression analysis to examine the hypothesizes efffec
power asymmetry on inter-firm learning. In addition, we examined the hypatdesiz
interaction effect of trust on the power asymmetry. Table | reports thesprstandard
deviations, and correlations between variables. The results of the regresdysisaare
presented in Table II.

Table I: Means, Standard Deviations, and Correlations

Mean SD 1 2 3
1. Inter-firm learning 3.02 1.03
2. Power asymmetry 1.16 .85 112
3. Trust 3.35 .87 3117 .366
4. Mutual goals setting 3.56 .96 505" 232" 354"

Notes. N = 450 p< .10; p<.05;” p<.01;" p<.001.

Table II: Regression analysis on inter-firm learning

. . Hypothesis

Independent variables (centralized) B supported/rejected
Direct effects

Power asymmetry -0.13" (0.007) H, supported

Trust 0.22"™ (0.000) H. supported
Control variable

Mutual goals setting 0.52™ (0.000)
Dummy

Supplier 0.55" (0.000)
Interaction

Power asymmetry x trust 0.16™ (0.000) Hs supported
Intercept 2.74” (0.000)
AR? 0.325 - 0.342 = 0.018™ (0.000)
AF 54 989 — 47 655 = 12 590" (0.000)
N 450

Notes. Unstandardized coefficients are reportatgpendent variables were centengdalues are
reported between bracketp < .10;" p<.05;" p<.01;” p<.001.

The results show that power asymmetry is negatively associated witffirimter

learning, thereby supporting hypothesis 1 and confirming similar findings\0gleeb
(1995), Stjernstrom and Bengtsson (2004) and RagatiA1997). Furthermore, trust

has a significant positive relation to inter-firm learning, a finding thatapp

hypothesis 2. Hypothesis 3 is supported as well. Trust has a mitigating effect an powe
asymmetry, thereby supporting previous research of Aziia(2001), Blois (1999),



Boersmeet al (2003), Mayeeet al (1995), Morgan and Hunt (1994) and latial
(2006).

Hypothesis 3 predicted that trust will decrease the negative effect of powenasy
on inter-firm learning. The model consisting of the control and main effects patrds
power asymmetry produced an (adjustetpfR0.325. When the interaction term was
added, the Rincreased to 0.342, showing a significafttRange of 0.018 (p < .001).
As shown in Table Il the interaction term of trust and power asymmetry wiisos
and significant (b = 0.16, p <.001). Thus hypothesis 3 was fully supported.

In hypothesis 3 we predicted that the presence of trust will decrease theenefjact

of power asymmetry on inter-firm learning. Following Aiken and West (1991), the
independent variables were centred and simple slopes analyses were conducted. The
interaction is plotted in Figure 2 to understand the precise effects of tlableaiihe

plot was made for one standard deviation above and below the mean. The above-mean
value was taken as high trust and the below-mean value was treated as allofv leve
trust.

3,00

2,90 | —*

2,80 \
2,70

2,60

—e— Hghtrust
2,50

2,40 \

2,30

—&— Low trust

Organizational learr

2,20

2,10 -

2,00 ‘
Power synmretry Power asynmretry

Figure 2: The moderating effect of trust on the negative impact of power a&tgnon
inter-firm learning

Simple slopes with trust as the moderator revealed the slope for intdediming to be
negative at low levels of trust and positive at high levels of trust. The sign eff¢ice
is consistent with our expectations. Figure 2 displays that the moderaticigoéftieist
Is very prominent when trust is high. In the presence of low trust, large power
differentials between buyers and supplier dramatically reduce inmtetefarning. In
contrast, when trust between trading partners is high, power asymmetryrbbtwees
even has a slight positive effect on inter-firm learning. This suggests that po
asymmetry is associated with reduced inter-firm learning, but thagffeist can be
moderated to a large extent by high inter-firm trust between trading gartner

Table IIl presents a summary of research hypotheses and findings.

Table Ill: Summary of research hypotheses and findings

Independent variable Hypothesis Predicted sign Dependent variable Overall results




Power asymmetry Hi - inter-firm learning supported
Trust H, + inter-firm learning supported
Power asymmetry x trust Hs + inter-firm learning supported

5. DISCUSSION, CONCLUSION, LIMITATIONSAND IMPLICATIONS FOR
FURTHER RESEARCH

The goal of this paper was to examine the effect of power asymmetry in #re buy
supplier relationship on inter-organizational learning and whether trust madniate
correlation. The results of our study contribute to the literature in an impomgntw
previous studies on power the focus was on the impact of power asymmetry on
perceived conflict (Fraziest al, 1989; Leonidiotet al 2008), information exchange

(Frazier and Summers, 1984) and satisfaction (Benton and Maloni, 2005; Leenalou
2006; Morh and Spekman, 1994). However, no attempt was made to examine the effect
of power asymmetry on inter-firm learning. In our study we go beyond sarafhs,

in-depth studies of a few organizations and carry out a survey among 450 European
firms which relates power asymmetries to inter-firm learning.

Furthermore, this research advances our understanding of the role of trust in
organizational learning. The correlation between power asymmetriesgardzational
learning mediated by trust, has not been specified in the research to date. Qur stud
extends the previous research by suggesting that trust plays an importamt role i
influencing the impact of power differentials on learning. In absence of a maderat
variable one may conclude that power asymmetry is detrimental to imelefirning.

Our findings suggest that this relationship may not always be so straightfotwar
trusting relationships power asymmetry between buyers even slightiyees
possibilities for inter-firm learning. Hence, the presence of power ditiafe is

generally associated with reduced inter-firm learning, but this effiéessened and

even turned around in trusting relationships. This finding is in line with theories about
the embeddedness of economic exchanges in social relations (Granovetter, 1985; Uzzi
1996, 1997) that suggest that trading partners in trusting relationships will be able to
overcome luring problems of uncertainty and opportunistic bargaining.

The managerial implications of our study lie in the observation that trust infeience
organizational learning. We found that trust moderates the damaging impact of power
asymmetry on inter-firm learning. Hence, managers may need to thiegcefforts to

trust building processes in exchange with their trading partners to overcome power
asymmetry issues.

Several limitations of this study are noted. First, although we have data fyens las

well as suppliers, we do not have dyads. We have measured the perception of one party
only. Consequently, buyers as well as suppliers might systematically have
underestimated the dependence of the other party on themselves. With dyaidic data
would also have been possible to include a firm fixed effect which would help to take
care of unobserved heterogeneity on part of the focal firm. Hence, a mquketom

picture of power asymmetries, trust and organizational learning would bectietie

data was collected in dyads. Additionally, it is sensible to move beyond the dyadic vie

of inter-firm learning to a network or system level of analysis. Furtiseareh

initiatives should be taken in this direction as well.

Second, our study could be extended in further research by including more faators t
influence organizational learning in order to increase the predictive value obtled. m
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In this respect it would be worthwhile to include the duration of the relationship
between the buyer and the supplier as a control variable. The longer a trading
relationship exists, the more trust is generated, as is the belief that learakigg
place. Since the measure of learning is subjective, it may be that the rsanage
themselves (falsely) believe that they are learning from partnersikbewhile
believing they are learning less from partners they dislike. Hence, thsiorcf an
independent variable measuring the duration of the relationship would take account of
this effect. Also the stock of valuable knowledge or the recipient’s abilityto le
(absorptive capacity) would be helpful to include as controls or primary ®ffdotse
variables could indicate whether there is actually something valuablendrea the
partner, which it implicitly assumed in our model.

Third, the regression analysis in our study only allows us to associate vasiatltss

not possible to indicate causality. From a theoretical point of view we imp liesglots

from power asymmetry and trust towards organizational learning, and we did not take
into account a possible reverse causality. However, it would not be a far streigheto a
that the existence of a learning relationship (B has know-how that is of valug for A
causes dependence and power asymmetry, and not the other way around. Further
research could explore the causality aspects in our model.

Fourth, in our study we stretch the concept of trust from inter-personal towares inter
organizational relationships (Das and Teng, 2001; Zucker, 1986). Although this is done
in many studies, one might challenge whether this approach is apt, as exchanges
between firms are really exchanges between individuals or groups of individuals
(Barney and Hansen, 1994; Mouzas, Henneberg and Naudé, 2007; etaddet998).

A similar argument holds for organizational learning. It would be an interestergue

for further research to combine an exploration of organizational learning oreniffer
levels, i.e. on the individual level as well as on the firm level, in one study. In this line
Lui et al (2006) have developed an excellent measure of interpersonal organizational
learning. Furthermore, trust is a multidimensional concept. The role of diftgpees of
trust in inter-firm learning could be investigated in future research.

Fifth, although organizational learning has often been viewed as an end inhtself, t
final objective of many partnering firms will probably be an improvemennantial
performance, such as productivity or profitability. Hence, while firmsae&ing to

gain competitive advantage by engaging in inter-organizational lgameneed to
understand whether this has an impact on their financial performance and whetther s
impact will be conditioned by other factors (Jiang and Li, 2007).

Finally, our research was conducted in a particular setting, namely that of the
manufacturing industry in Europe. Replications of this study with different ssrap
needed. It might also be useful to explore whether nationality of the firms involsed ha
an impact on the results, as there might be asymmetries in knowledge toansfer
learning between countries. Dyer and Hatch (2006) recently demonstratttbtha
might be asymmetries in knowledge transfer or learning depending on whether the
parties involved are US or Japanese manufacturers. A similar issues could lge at pla
between European countries.
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APPENDIX

Measures (on a seven point Likert-scale) Cronbach's alpha

Organizational learning adapted from Ramus and Steger (2000) 0.876
With the help of lessons learned from this customer, we are able to make more efficient use of our

organization.

We learn from this customer.

We feel that this customer is a valuable source of information and new ideas.

Thanks to this customer we are able to shorten the time line of our product introduction.

Thanks to this customer we are able to improve our business processes.

Due to the help of this customer, we are able to get a sustainable competitive advantage.

Dependence of the own firm based on Lusch and Brown (1996) and Gelderman (2003) 0.856
Reliable ordering of this product by this customer is important for an uninterrupted flow of our manufacturing

processes.

This customer is important for us in terms of volume of trade.

We need the technological expertise of this customer.

We will experience high switching costs if another customer will replace the current customer.

We depend on this customer.

Dependence of the trading partner perceived by the own firm based on Lusch and Brown (1996) and 0.665
Gelderman (2003)

Reliable delivery of this product is important for an uninterrupted flow of the manufacturing processes of the

customer.

Our company is an important supplier for this customer in terms of volume of trade.

This customer needs our technological expertise.

Replacing us by another supplier involves high switching costs for the customer.

This customer depends on us.

Mutual goal setting based on Rojsek and Matajic (2002) 0.889
Our business objectives have been achieved by support of this customer

We work together with this customer on joint projects.

We are aware of the business goals of this customer

Our business goals have been adjusted to match the goals of this customer

We prepare our strategic business plans in collaboration with this customer

We cooperate with this customer to get more competitive strengths in the market

This customer informs us about all their achievements

We share information with this customer on our goal achievements

This customer and we both include each other in discussions about business development and/or changes of
business processes.

This customer as well as our company always shares information about supply and demand forecasts and
competitors' moves

We make legally binding agreements with this customer specifying obligations of both parties

Our company tries to act in favor of this customer’s business results

This customer tries to act in favor of our business results

If market situation changed, we as well as this customer, are prepared to make changes in business
processes to each others benefits

Trust based on Larzelere and Huston (1980) 0.843
We feel that this customer can be counted on to help us

We feel that we can trust this customer completely

This customer has a high level of integrity

There are times when this customer cannot be trusted (R)

This customer is perfectly truthful and honest with us

This customer treats us fairly and justly

Notes. The above questions are addressed to bfiimgy similar questions have been posed to supplie
firms.
(R) indicates item was reverse coded.
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