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Introduction

Hakansson (1987) reveals business relationships as one of the most valuable resources that a firm
could possess. Researchers such as Grant and Schlesinger (1995), Storbacka and Nenonen (2009)
and Yaqub (2009) describe a (focal) firm’s ability to effectively manage (or leverage) its
business relationships as a distinct dynamic capability and a source of competitive advantage.
Storbacka and Nenonen (2009) maintain that the heterogeneity in the relationship performance
plays a significant role in determining the heterogeneity of the performance among competing
firms. According to Palmatier, Dant and Grewal (2007), researchers’ efforts to explore drivers of
the (inter-firm) relationship performance have received consistent attention in research in
marketing and strategic management throughout the last couple of decades.  Historically, a
number of theoretical perspectives from a wide range of disciplines have been used to understand
the dynamics of inter-firm relationship performance. Reinartz and Kumar (2003) hold that
knowing the primary drivers of relationship performance cannot only dramatically increase the
return on firms’ relationship management (RM) investments but can also provide useful insights
to the researchers about how to develop more exhaustive models depicting the influence of
effective relationship management on firms’ superior performance.

According to De Wulf, Odekerken-Schröder and Iacobucci (2001), and Sirdeshmukh, Singh &
Sabol (2002), efficient and effective RM efforts improve relationship performance through the
creation of strong relational bonds. However, the literature offers mixed evidence and insights on
which relational constructs actually mediate the effects of RM strategies/instruments on the
performance-related outcomes (Palmatier, Dant, Grewal and Evans, 2006). There is still a little
agreement among scholars as to which relational construct is the most efficacious in depicting
the real essence of this cause and effect relationship. Historically, most research has
conceptualized the cause and effects relationships among the relationship performance/success
and its antecedents as fully mediated by one or more of the relational constructs like satisfaction,
trust and/or commitment (Palmatier et al. 2006). For example, researchers like Doney and
Cannon (1997), Sirdeshmukh et al. (2002) and Spekman (1988) have historically maintained that
the trust mediates this cause-and-effect association whereas others like  Anderson and Weitz
(1992), Gruen, Summers and Acito (2000), Gundlach, Achrol and Mentzer (1995) and Jap and
Ganesan (2000) have revealed the commitment alone to be the critical relational mediator.
However, Morgan and Hunt (1994) have proposed both trust and commitment to be the keys to
predicting exchange performance. In the recent years, there could be witnessed an increased
tendency in research in both the marketing and the strategic management to use a composite
construct commonly referred to as the relationship quality as the critical relational mediator.

According to Finn (2005), the relationship quality plays a critical role in the study of the
maintenance of long-term relationships. According to Jap, Manolis and Weitz (1999),
Rajaobelina and Bergeron (2009), and Ural (2007), it captures the essence of relationship
management efforts. A number of studies like Boles, Johnson and Barksdale (2000), Choo, Jung
and Chung (2009), Crossby, Evans and Cowels (1990), Garbarino and Johnson (1999), Han,
Wilson and Dant (1993), Henning-Thurau, Gewinner and Gremler (2002), Huang and Chiu
(2006), Leuthesser (1997), Lin and Ding (2006), Rajaobelina and Bergeron (2009), Roberts,
Varki and Brodie (2003), Selnes (1998), Storbacka, Strandvik and Grönroos (1994), Sun (2010),
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Ulga and Eggert (2006), Woo and Cha (2002) and Wong and Sohal (2002) have shown that the
relationship quality effectively mediates the relationship among a number of antecedents and
consequences characterizing successful relationships in various business contexts. Most of these
researchers have treated relationship quality as a higher-order construct while taking satisfaction,
trust and/or commitment as its lower-order factors. The author questions the appropriateness of
encapsulating the higher-order constructs like satisfaction, trust and commitment into an even
highest order construct like relationship quality (especially while using it as a mediator in
relationship performance research) on the grounds that it may results in the loss of certain useful
information about the dynamics of superior performance of (business) relationships. It is argued
that understanding the interactions among the lowest-order factors of the three first-order
determinants of relationship quality (RQ) may have important implications for increasing the
efficiency of the overall relationship management effort. This paper substantiates/demonstrates
this argument by providing empirical evidence on the interrelationships among the sub-
components of the three first-order (relational) determinants of relationship quality. Even though
previous research in marketing and strategic management has discussed the interrelationships
among the three relational constructs (i.e. satisfaction, trust and commitment) yet there have not
been any concrete efforts to investigate the interrelationships among their lower-order
determinants or sub-types. This study bridges this research gap.

Morgan and Hunt (1994) describe the scope of focal firm exchanges relationships to include
supplier partnerships, lateral partnerships, internal partnerships, and buyer partnerships. Buyer
partnerships are further sub-divided into partnerships with 1) the ultimate customers, and 2) the
intermediate customers. Even though there is proliferation of research on the relational dynamics
of the first type, the latter has received only scarce attention in literature so far (Yaqub and
Vetschera, 2011).  This study makes up for this deficiency by discussing the internal structure of
relationship quality in context of the supplier-intermediate buyer dyadic relationships. Another
contribution of this research stems from its use of South Asian data. The findings of this research
bolster the case for broad based generalizability of essentially etic theories developed in the West
to other cultures.

The paper is divided into five sections. The first section takes an account of the nature, scope and
determinants of the relationship quality construct. The second section describes the methodology
adopted in conducting this research. The third section presents the results obtained through
performing structural equation modeling. The fourth section discusses the insights gained into
the internal structure of the relationship quality construct. The final section presents some
avenues for future research over and above concluding the whole discussion.

Relationship Quality: Relevant Literature and Conceptual Model

According to Henning-Thurau and Klee (1997) relationship quality refers to the appropriateness
of an exchange relationship to fulfill needs of the actor(s) associated with that relationship. They
describe relationship quality as the degree of appropriateness of a relationship to fulfill
(individual and collective) needs of the partners associated with that exchange relationship. Quite
consistent with the pioneers Crossby et al. (1990), the researchers such as Bejou, Wray and
Ingram (1991), Boles et al. (2000), Choo et al. (2009), Han et al. (1993), Huang and Chiu
(2006), Lagace, Dahlstrom and Gassenheimer (1991), Leuthesser (1997), Lin and Ding (2006),
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Rajaobelina and Bergeron (2009), Selnes (1998), Sun (2010), Wray et al. (1994), and Woo and
Cha (2002) have treated relationship quality as a two-dimensional higher order construct with
satisfaction and trust being those two dimensions. Even though researchers like Henning-Thurau
et al. (2002), Storbacka et al. (1994) and Wong & Sohal (2002) also used a bi-dimensional
model of relationship quality but they paired commitment (instead of trust) with the satisfaction.
However, some researchers like Baker, Simpson and Siguaw (1999), Garbarino and Johnson
(1999), Ivens (2004), Roberts et al. (2003), Smith (1998 a&b), Ulga and Eggert (2006) and
Walter, Muller, Helfert and Ritter (2003) have used a multidimensional model of relationship
quality with satisfaction, trust and commitment being its individual dimensions/determinants.
The following section discusses the nature, roles and hypothesized relationships among the three
first-order determinants of relationship quality.

The Nature of Relationship Quality

Satisfaction. Satisfaction is generally referred to as a positive (affective) state that results from
the (positive) appraisal of all aspects of the working relationship of an actor with the other party
in an exchange relationship (Geyskens, Steenkamp and Kumar, 1999). In a supplier-buyer dyadic
relationship context, satisfaction can be viewed as the degree to which a supplier rises up to or
exceeds expectations of the buyer in relation to its motives behind entering into an exchange
relationship (Yaqub, 2013; Yaqub and Vetschera, 2011; Yaqub, Malik and Shah, 2010).
Following Anderson and Jap (2005), Yaqub and Vetschera (2011) argue that supplier-buyer
relationships, like all other business relationships, are formed with the expectations of
complementary benefits. The fulfillment of these (relational) benefits fuels the future of
exchange relationships and gives the actors an incentive to continue their exchange relationship.
Similarly, Palmatier et al. (2006) assert that buyers perceive value in their supplier relationships
only when they receive the desired benefits, which increase their willingness to continue,
maintain and/or strengthen relational bonds with the focal supplier(s). Relational benefits have
also been shown to be positively affecting the relational outcomes by Morgan and Hunt (1994)
and Reynolds & Betty (1999). As the scope of such benefits could be quite vast (i.e. including
economic, social, informational, political and other dimensions), therefore, satisfaction has quite
often been regarded as a multi-faceted construct in the marketing and the strategic management
literature. In context of B2B relationships, Geyskens and Steenkamp (2000) reveal satisfaction as
a two dimensional construct with its two sub-types being the economic satisfaction and the social
satisfaction. Economic satisfaction refers to the evaluation of economic outcomes that flow from
the relationship whereas social satisfaction refers to the psychological aspects of the relationship
which consists of an exchange partners’ evaluation of the personal contacts and interactions with
the other partners (Geyskens and Steenkamp 2000).

Trust. From a relational perspective, inter-organizational trust has been defined as the
expectation that an actor; 1) can be relied upon to fulfill obligations (Anderson and Weitz 1989),
2) will behave in a predictable manner, and 3) will act and negotiate fairly when the possibilities
for an opportunistic exploitation of the other exchange partner(s) arise (Anderson and Narus
1990). Whereas communication and fairness are crucial for the culmination of trust in the early
phases of relationship development (Ferguson, Paulin, Möslein and Müller 2005), relational
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trust, largely, stems from the quality of experience or interaction among the exchange partners
(Ring and Van de Ven 1992). More specifically, relational trust results from mutually beneficent
successive collaboration cycles among the exchanging parties (Park and Ungson 2000; Ring and
Van de Ven 1992; Yaqub and Vetschera 2011). By transacting repeatedly, partners become
familiar with one another and develop social attachments (Gulati 1995; Ring and Van de Ven
1994) which foster stronger forms of trust (e.g. process-based trust and/or familiarity-based trust)
as a consequence of opportunities to share information and learn about each partner’s proclivities
toward trustworthy behavior(s) (Gulati 1995; 1998).

For relational exchange, trust is so crucial that Spekman (1988) has postulated it to be the
cornerstone of strategic partnerships. The principle of generalized reciprocity (in social exchange
theory) holds that mistrust breeds mistrust. It reduces commitment among the exchange partners
and makes the transaction more like short-term (transactional) exchange episodes (McDonald
1981; Yaqub and Vetschera 2011).  However, According to Barney and Hansen (1994), the
presence of trust in interfirm exchanges is beneficial and can be a source of competitive
advantage. It is central to almost every exchange relationship (Granovetter 1985; Mishra 1996)
and becomes particularly crucial in situations of risk, uncertainty and/or high likelihood of
opportunism (Cummings and Bromiley 1996). As trust constitutes the basis of socially
embedded exchanges (Granovetter 1985; Uzzi 1997) and relational patterns of governance
(Macneil 1978), the exchange partners need to continuously earn and/or re-earn each other’s’
trust so as to fuel the longevity of their exchange relationships.

As far as its constitution is concerned, trust has always been regarded as a multifaceted construct
that has been viewed differently from different theoretical perspectives. According to Dicky,
McKnight and George (2007), trust has generally been defined in one of the two possible ways;
1) as a confident belief or expectation (i.e. a trusting belief), and/or 2) as a willingness or
intention to depend on the trustee (i.e. a trusting intention). Trusting belief refers to the
perception that the other party (trustee) will act in ways favorable to the trusting party (Boone
and Holmes 1991), or that the trustee has ethical, efficacious or favorable characteristics (Hagen
and Choe 1998). Some of these beliefs, as revealed in the relational exchange literature, include:
continuity of natural order, competence and fiduciarity (Barbar 1983); dependability (Kumar
1996); ability, benevolence and integrity (Mayer, Davis and Schoorman 1995); competence,
judgment and openness (Mishra 1996); reliability and predictability (Rempel, Holmes and Zanna
1985). By contrast, trusting intention refers to a willingness to become vulnerable or dependent
on the trustee (Baier 1986; Currall and Judge 1995) based on the expectation that it will not
exploit this situation (Mayer et al. 1995). Keeping in view the nature and dynamics of
relationships investigated in this research, trust had been conceptualized (and operationalized)
through two first-order factors i.e. competence-trust and the integrity trust. This view of
conceptualizing and/or operationalizing inter-firm trust is quite consistent with Barbar (1983),
Mayer et al. (1995), Mishra (1996) and Yaqub (2013).

Commitment. Defined as an attitude that reflects the desire to continue a valued relationship
(Moorman, Zaltman and Deshpande, 1992) and a willingness to make short-term sacrifices to
maintain that relationship (Anderson and Weitz 1992), commitment has been examined quite
extensively in consumer contexts (Verhoef, Franses and Hoekstra 2002), work-place contexts
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(Allen and Meyer 1990; Luthans 2006) and business-to business contexts (Gruen et al. 2000;
Morgan and Hunt 1994). Extending Allen and Meyer’s (1990) view of workplace commitment to
the (business) exchange relationship context, we define commitment as a predisposition which
comprises of an exchange partner’s willingness to 1) stay long in the relationship, 2) accept the
norms and values that govern the relationship, and 3) contribute maximally for the welfare of the
parties involved in the exchange relationship.

Whereas organizational researchers like Garbarino and Johnson (1999) and Morgan & Hunt
(1994) view commitment as a unidimensional construct, a vast majority of researchers, however,
have treated it as a multidimensional construct in a variety of business contexts (Allen and
Meyer 1990, Geyskens, Steenkamp, Scheer and Kumar 1996; Gundlach et al. 1995; Yaqub
2013). Further, if Geyskens et al. (1996) have differentiated between affective commitment and
calculative commitment, Allen and Meyer (1990), on the other hand, have revealed three
dimensions of commitment which included: continuance commitment (cost-based attachment),
affective commitment (desire-based attachment) and normative commitment (obligation-based
attachment). In this research, Allen and Meyer’s (1990) multidimensional view of workplace
commitment has been extended to the supplier-intermediate buyer dyadic relationship context.

The Conceptual Model

Geyskens, Steenkamp and Kumar (1999) argue that satisfaction is both conceptually and
empirically separable from related constructs like trust and/or commitment. They propound a
sequential link among the three relational constructs by saying that over the time, satisfaction
develops first, trust develops in the medium term, and commitment emerges only in the long-
term. According to Morgan and Hunt (1994), a significant body of empirical research has
espoused satisfaction and trust to be the drivers of commitment. Similarly, considerable
conceptual and empirical evidence in marketing channels research concludes that commitment is
the ultimate outcome whereas satisfaction and trust are its causal precedents (Anderson and
Weitz 1992; Blömer, Odekerken-Schroeder and Kestens 2003; Hess and Story 2005; Morgan
and Hunt 1994; Yaqub and Vetschera 2011). Quite consonant with these research propositions
and/or findings about the interrelationships among the three most commonly revealed first order
determinants of relationship quality (i.e. satisfaction, trust and commitment) it has been
hypothesized that the same interrelationships exists among the lower-order
dimensions/determinant of these relational outcomes. Figure 1 shows our conceptual model.

----------------------------------------
Insert Figure 1 here)

---------------------------------------
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Research Methods

Data Collection

The sampled population designated for this study was all the private medical clinics operating in
two cities (i.e. Bahawalpur and Rahimyar Khan) of Bahawalpur division of the Punjab province
of Pakistan. A convenient and efficient access to the relevant resources (information, personnel
etc.), as the principal researcher is a native, has been the major consideration behind choosing
this geographical area for the purpose of collecting the primary data.  In Pakistan, usually the
medical clinics are identified, by the suppliers (the pharmaceutical companies) and the ultimate
customers (the patients), with the owning/managing doctors of these clinics. Therefore, the same
(i.e. managing doctors) were selected as the informants and/or the unit of analysis.

As majority of doctors (71%) were associated with the central hospitals (Bahawal Victoria
Hospital Bahawalpur and Sheikh Zayed Hospital Rahimyar Khan) and most of them resided
and/or operated in the neighborhoods known as medical colonies of these two cities, therefore,
an area sampling was done. The sampling frames were obtained from the Medical
Superintendents (M.S.) of the two hospitals. Since the total number of elements in the sampling
frames was small enough to allow an inclusion of all of them in the sample, therefore, the same
was done which resulted in a sample size of 1098 doctors. However, only 803 of them could be
reached at their residence, wards and/or private clinics in the medical colonies. 295 doctors could
not be reached because they were on leave, their addresses were incorrect or they simply were
not willing to cooperate.

As mail and telephone surveys are not customary data collection techniques in Pakistan,
therefore, students from the local business education institutions were engaged to conduct a
personal investigation in both cities.  Five teams each consisting of four under-graduate students
coordinated by a course instructor from a local business education institution were set up. The
questionnaires were personally delivered to 803 doctors at their residences, wards and/or private
clinics in the medical colonies of the two cities. In order to ensure efficiency and control against
field workers’ cheating, the questionnaires were collected back on daily basis after two weeks of
the date of their disbursement. Follow-up calls were randomly made to the doctors to confirm
authenticity of their response. The process lasted for about three weeks and resulted in the return
of 362 filled-in questionnaires yielding a 45 % response rate. After performing necessary data-
checks, 284 (usable) questionnaires were retained for further analysis.

Measurement Scales

A structured non-disguised questionnaire containing adapted versions of the measurement scales
already established/used in the previous research was used for collecting the primary data.
Guided by the previous research, we explicitly (a priori) defined the measurement models i.e. it
has been pre-specified which item(s) would load on which specific dimensions of which latent
constructs. In order to ensure content/face validity, the (adapted) measurement scales were
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subjected to a review from a panel of five experts, two from pharmaceutical companies and three
doctors (the intermediate buyers/informants).

In order to measure the two facets of satisfaction, the scale used by Ivens (2006) was adapted
according to the context of this study. The responses on the eight (8) items measuring economic
and social satisfaction were recorded on a 7-point (Strongly Disagree/Strongly Agree) Likert
scale format where the lower numbers reflected varying levels of dissatisfaction and vice versa.
In order to operationalize the two (sub) types of trust, the scales used by Bansal, Irving and
Taylor (2004), Dickey et al. (2007), Hess and Story (2005) and Voss, Johnson, Culln, Sakano &
Takenouchi (2006) were adapted according to the context of this study. The responses on all the
eleven (11) items measuring competence and integrity trust were recorded on a 5-point (Strongly
Disagree/Strongly Agree) Likert scale format where lower numbers represented varying levels of
disagreement and vice versa. A disagreement was equated with a lack of trust in the focal
supplier and vice versa. Finally, the three dimensions of commitment were operationalized
through adapting the measurement scales used by Allen and Meyer (1990), Bansal et al. (2004),
Bagraim and Sader (2007), Suliman and Iles (2000) and Voss et al. (2006). The responses on all
the eighteen (18) items measuring different forms of (intermediate buyers’) commitment with
their focal supplier(s) were recorded on a 5-point (Strongly Disagree/Strongly Agree) Likert
scale format where lower numbers represented varying levels of disagreement and vice versa.
The disagreement was equated with a lack of intermediate-buyers’ commitment with their
respective focal supplier(s) and vice versa.

Data Analysis

Since we aggregated the items/indicators of various dimensions of latent constructs
used/reported in some of the previous studies, a principal-component analysis (PCA) was carried
out to purify the measurement scales and ascertain uni-dimensionality of the first-order
factors/dimension of the higher-order latent constructs following the procedure suggested by
Field (2009) and using SPSS as the software application. Later, a confirmatory factor analysis
(CFA) was conducted in order to ascertain the measurement quality (validity and reliability) of
the subject constructs.

Since the purpose of this research was theory-building, variance-based structural equation
modeling (using PLS-logic) was preferred over covariance-based structural equation modeling.
PLS-based SEM was also preferred as it does not put stringent requirement concerning the data
like multivariate normality, sample size etc. The PLS path modeling was performed in an
exploratory fashion using SmartPLS Version 2.0 M3 (Ringle, Wende and Will 2005). The
analysis of the structural equation model was done in two parts (i.e. analysis of the measurement
model and analysis of the structural model) following the procedure suggested by Henseler,
Ringle and Sinkovics (2009).
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Results

Sample Profile

Majority of the respondents were males (54%), aged between 30-40 years (39%), and had
Medicinae Baccalaureus, Baccalaureus Chirurgiae (MBBS) i.e. Bachelor of Medicine (53%) as
their highest level of education. Majority of the clinics (64%) had been established within last ten
years. The clinics on the average employed 4 workers. The average (weekly) number of visitors
in these clinics was 179.

Analysis of the Measurement Model

According to Edwards and Bagozzi (2000), a Measurement Model describes relationships
between latent constructs and their measures (indicators/dimensions). According to
Diamantopoulos, Riefler and Roth (2008), the direction of relationship between a latent
constructs and its measures can either be from construct to the measures (reflective
measurement) or from the measures to the construct (formative measurement). All the seven
constructs in our research were specified/measured as reflective constructs. In reflective
specifications (Lord and Novick 1968), (higher-order) constructs are supposed to cause their
dimensions rather than being caused by them. Consequently, dimensions are seen as strongly
correlated and interchangeable facets of the focal constructs (Bollen and Lennox 1991).
According to Henseler et al. (2009), reflective measurement models are generally assessed with
respect to their reliability and validity. Validity refers to the accuracy of a measurement scale,
whereas the reliability refers to the extent to which a measurement scale yields consistent results
(Davis and Cozensa 1993).

According to Henseler et al., (2009), internal consistency is the most pronounced type of
reliability. The measure most commonly used in the past research in order to measure the
internal consistency reliability has been Cronbach’s α (Cronbach, 1951) which provides an
estimate for the reliability based on the inter-correlations among the indicators of a latent
construct. However, it has been criticized for severe underestimation of the internal consistency
reliability in the path models (Henseler et al. 2009). Therefore, in this research, the internal
consistency reliability at the construct level was assessed on the basis of composite reliability
(CR) measure developed by Werts, Linn and Jöreskog (1974), using the 0.8 threshold suggested
by Nunnally and Bernstein (1994). At the indicator level, the reliability of (significant)
individual dimensions was judged on the basis of strength of the outer-loadings, meaning at least
0.6 and ideally 0.7 (Chin 1998). All the latent constructs were found to be reliable both at the
construct level (Composite Reliability ≥ 0.8) and the indicators’ level (b ≥ 0.6, and t ≥1.96).

For the assessment of validity, two of its sub-types are usually examined i.e. convergent validity
and the discriminant validity. Convergent validity reflects that a set of indicators represents one
and the same underlying construct, which can be demonstrated through their uni-dimensionality.
We used the average variance extracted (AVE) as a criterion to assess the convergent validity as
suggested by Fornell and Lacker (1981). According to Götz, Liehr-Gobbers and Kraft (2009) a
value of at least 0.5 of average variance extracted (AVE) indicates sufficient convergent validity
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as it reveals that the latent variable explains (on the average) more than half of the variance of its
indicators. All the latent constructs featured reasonable convergent validity i.e. AVE ≥ 0.50.

Discriminant validity requires that two conceptually different concepts should exhibit sufficient
difference. It is usually assessed through 1) the Fornell –Larcker criterion (1981) and 2) the
analysis of cross loadings. According to the first criterion, the variance shared between a
construct and its measures should be greater than the variance shared with other constructs. This
is demonstrated by the square-root of the respective construct’s average variance extracted
(AVE) being significantly greater than the correlation with other constructs (alternatively, AVE
≥ R²). As per the second criterion, the loading of each indicator on its respective construct must
be higher than its cross-loadings (Chin 1998; Götz et al. 2009). Whereas the Fornell-Larker
criterion assesses discriminant validity at the construct level, the cross-loadings ascertain the
same at the indicators’ level. All constructs exhibited sufficient discriminant validity with respect
to the Fornel-Larker criterion (see Table 1) and through an examination of the cross loadings (the
indicators’ loadings were highest on the relevant construct viz-a-viz the cross loading).

----------------------------------------
Insert Table 1 here)

---------------------------------------

Assessment of the Structural Model

A structural model shows relationships among various latent constructs. The individual path
coefficients of a PLS structural model reflect direction and strength of these relationships. These
can be interpreted like standardized β-coefficients of the OLS regression. Structural paths, whose
sign is consistent with the a priori hypothesized direction of the relationship, provide a partial
support to the hypothesized relationships among the latent variables and vice versa. Chin (1998)
revealed the coefficient of determination (R²) of the endogenous latent variables as the essential
criterion for the overall assessment of the structural model. According to Chin, R² values of 0.67,
0.33 or 0.19 for the endogenous latent constructs could be regarded as substantial, moderate or
weak respectively. Figure 2 shows the structural equation model obtained through PLS path
modeling.

----------------------------------------
Insert Figure 2 here)

---------------------------------------

As can be seen in Figure 2, the directions of interrelationships among the latent constructs are
quite consistent with the hypothesized patterns of interaction. The SEM features weak-moderate
values of R² for the five endogenous latent constructs as per the Chin (1998) criteria (See Table
2). However, Heneseler et al. (2009, p. 303) noted: “if certain inner path model structures
explain an endogenous latent variable by only a few exogenous latent variables, ‘moderate’ R²
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may be acceptable”. Table 2 lists all the structural path coefficients along with their respective t-
values obtained through the process of bootstrapping.

----------------------------------------
Insert Table 1 here)

---------------------------------------

Table 2 shows the parameters estimates of the PLS path models depicting the direct/indirect
and/or the individual/joint effects of different facets of satisfaction and trust on the various forms
of commitment. Model 1 and Model 2 depict the direct effects of the different facets of
satisfaction and trust respectively on the three forms of commitment whereas Model 3 exhibits
their joint effect. As is evident from Model 1, economic satisfaction has a significant positive
effect on the affective commitment (β=0.24; p<0.00001) as well as the normative commitment
(β=0.19; p<0.01). On the contrary, social satisfaction exhibited a significant positive effect on
the continuance commitment (β=0.37; p<0.00000) and the normative commitment (β=0.37;
p<0.01). The overall direct effect of the both types of satisfaction as reflected by the R² values
has been greater on continuance commitment (R²=0.14) and normative commitment (R²=0.12)
compared to that on the affective commitment (R²=0.06).

Model 2 reveals a significant positive direct effect of competence trust on continuance (β=0.33;
p<0.000001) and normative (β=0.19; p<0.02) type commitments. It does not show any
significant direct effect on affective commitment. On the other hand, the integrity-based trust
shows a significant (direct) positive effect on all three forms of commitment with the a relatively
stronger impact on continuance (β=0.41; p<0.01) and normative (β=0.30; p<0.00002) type
commitments compared to the affective-type (β=0.17; p<0.00000). The overall direct effect of
the both types of trust as reflected by the R² values has been greater on continuance commitment
(R²=0.23) compared to that on normative commitment (R²=0.18) and the affective commitment
(R²=0.17).

Finally, according to Model 3 (the structural equation model), the inner loadings of nine
structural paths are significant (t ≥ 1.96 or p<0.05). Both types of satisfaction show significant
positive effects on the two types of trust with the impact of social satisfaction (βct=0.40;
p<0.0000, βit=0.39; p<0.0000) being stronger than that of the economic satisfaction βct=0.26;
p<0.00005, βit=0.21; p<0.001). The overall direct effect of the both types of satisfaction as
reflected by the R² values has been greater on the competence-based trust (R²=0.35) compared to
that on the integrity-based trust (R²=0.30). In addition to an effect mediated through competence
and/or integrity-based trust, the economic satisfaction exhibits a direct effect on the normative
commitment (β=0.17; p<0.005) only whereas the social satisfaction shows it for the continuance
commitment (β=0.17; p<0.005) only. As far as the direct effects of the two types of trust is
concerned, competence trust positively affects both the continuance (β=0.36; p<0.0000) and the
normative (β=0.28; p<0.00007) type commitments whereas the integrity-based trust shows a
significant positive effect on the affective commitment (β=0.40; p<0.0000) only. The overall
joint effect of the various facets of both satisfaction and trust as reflected by the R² values has
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been greater on continuance commitment (R²=0.22) compared to that on normative commitment
(R²=0.16) and the affective commitment (R²=0.16).

Test for the Mediating Effects

Henseler et al. (2009: p. 304) suggest that “researchers and practitioners using PLS path
modeling should first assess their hypothesized path model of direct effects and then conduct
additional analysis involving mediating and moderating effects to learn, for instance, more about
possible spurious effects or suppressor effects”. Following Henseler et al. (2009), we tested the
mediating role of the two facets of trust following the Baron and Kenny’s (1986) logic which
holds that a construct functions as a mediator when it meets the following conditions;

1. The independent variable(s) significantly affect the mediating construct (path a);
2. The mediating construct significantly affects the dependent variable (s) (path b);
3. When path ‘a’ and path ‘b’ are controlled, the previously significant relationship between
the independent and dependent variables does not remain significant any more.

Applying the Baron and Kenny’s (1986) logic, we can see (Figure 2) that the effect of economic
satisfaction on normative commitment is partially mediated through the two facets of trust.
However, the same holds true for the effect of social satisfaction on the continuance commitment
only.

Discussion and Conclusion

The discussion in this section focuses primarily upon the results which are little bit inconsistent
with the pattern of (relational) behaviors in supplier-buyers relationships generally argued in the
relational exchange literature. Whereas it is generally thought that the perceptions and/or feelings
of a buyer about the competence of a focal actor (supplier) get strengthened as a consequence of
an efficient embracement of the buyer with its desired economic goals, it was observed that even
the competence-based trust (along with the integrity-based trust) largely emerges from higher
social satisfaction instead of the economic satisfaction. In other words, the history of ‘pleasant’
interactions and the ‘feelings of comradeship’ have of positive effect on the perceived efficacy of
the focal actors (suppliers) in transforming the exchange relationships into successful/fulfilling
associations. Similarly, it was also found that the economic satisfaction has no (significant)
effect on the continuance commitment; the social satisfaction, however, impact it significantly
which means that social rewards matter more to the exchange partners compared to the economic
rewards in fostering a rationality-based commitment.

The paradoxical exhibition of a positive effect of economic satisfaction on the normative
commitment reflects that the exchange partners yield an internalization and/or reciprocation-
based response to the economic rewards rather than yielding a rationality-based response. In
other words, they feel like obliged to reciprocate through an increased longevity of their
relationship with those focal actors who have (economically) benefitted them. The relational
prolongation does not result from the desires to continue to reap these economic benefits.
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The cause and effect relationship among the different facets of trust and commitment was
somewhat predictable. The trust that emerges out of strengthening of the perceptions of exchange
partners about the competence of the focal actor (which itself is a consequence of efficient and
effective handling of the needs, requirements, service requests etc. of the exchange partners)
cements the continuance commitment. In other words, the exchange partners perceive a higher
value in a continuous engagement with a competent supplier and vice versa. Moreover, the
competence of the focal supplier also commands greater respect and reciprocation from the
exchange partners. However, the emotional content to the relational bonding stems largely from
strengthening of the beliefs about integrity of the focal supplier.

The research provides reasonable empirical evidence for a sequential link among the three
relational constructs. Satisfaction has been shown to be a key determinant of the trust which has
been seen to be a key precursor of the commitment. However, both the satisfaction and the trust
together explain very little of the commitment which demonstrates the complexity of this focal
construct of the relational exchange theory.

In the face of growing/escalated financial crunch, there is an ever-increasing pressure on the
managers to make it sure that their RM efforts are precisely targeted. A fine-grained
understanding of the (relational) dynamics of business exchanges could profoundly facilitate the
managers in achieving the precision in their relational effort so as to increase the efficiency
and/or to minimize the waste. The encapsulation of the three relational constructs into a higher-
order construct like relationship quality may have hold some substance from a conceptual and/or
methodological view point, but it should be exercised with a profound realization that it may
result in the loss of certain useful information having important implications for the management
of the RM effort. From the empirical evidence supplied through this research endeavor, social
satisfaction and the integrity-based trust have emerged as the key drivers of the (intermediate
buyers’) commitment which implies that the focal suppliers should concentrate more of their RM
efforts in ensuring these two types of satisfaction/trust in their pursuit to induce
commitment/loyalty in their (intermediate) buyers.
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Table 1: Discriminant Validity
The Fornell-Larker's Criterion (√AVE > R)

ES SS CT IT CC AC NC
ES 0.77
SS 0.62 0.75
CT 0.50 0.55 0.72
IT 0.44 0.52 0.67 0.71
CC 0.30 0.35 0.44 0.37 0.70
AC 0.24 0.22 0.33 0.40 0.58 0.70
NC 0.29 0.30 0.35 0.38 0.55 0.59 0.72
The diagonal values are √AVE, the rest are R
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Table 2: The Models' Estimates

Path Coefficients

Direct Indirect (SEM)

Model 1 Model2 Model 3

Satisfaction only Trust only Satisfaction & Trust

βs

ES  CT 0.26 (4.11)

ES  IT 0.21 (3.22)

ES  CC
ES  AC 0.24 (4.41) 0.17 (2.74)

ES  NC 0.19 (2.43)

SS  CT 0.40 (6.29)

SS  IT 0.39 (6.27)

SS  CC 0.37 (6.79) 0.17 (2.74)

SS  AC
SS  NC 0.20 (2.41)

CT  CC 0.33 (4.84) 0.36 (5.87)

CT  AC

CT  NC 0.19 (2.24) 0.28 (4.02)

IT  CC 0.41 (2.46)

IT  AC 0.17 (8.51) 0.40 (7.43)

IT  NC 0.30 (4.33)

R²

CT 0.35

IT 0.30

CC 0.14 0.23 0.22

AC 0.06 0.17 0.16

NC 0.12 0.18 0.16


