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Abst r act
In recent years, the significant role of trust in International
Strategic Alliances (ISAs), International Joint Ventures (1JVs) and

other International Business (IB) Systens has received an increasing
worl dwi de attention by scholars, as evidenced by the grow ng vol une
of published research on the subject. This paper consists of an in
depth review of the npbst recent literature about the inportance of
trust in International Business Systens wth reference to the
rel evant theoretical nodels and the applications in international
context. The ~conclusions of the Iliterature review and sone
suggestions for further research are presented at the end of the

paper .
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The increasing nunber of international publications in recent years
has indubitably revealed the significance of trust in the field of
International Business (IB) Systems. Trust is a highly abstract and
nmul ti di nensional concept that has been adopted from many different
scientific disciplines |ike Psychology (Rousseau, 1995), Soci ol ogy
(Fukuyama, 1995), Social Psychology (Lew cki and Bunker, 1996),
Econom cs (Dasgupta, 1988, WIlianson, 1993), Marketing (Castaldo,
2003), Strategi ¢ Managenment (Barney and Hansen, 1994), O ganizational
Behavi our (Zaheer et al., 1998) and |ast but not |east |nternational
Business (Inkpen and Currall, 1997). In an earlier paper
(Hajidimtriou and Sklavounos, 2006) we referred to the theoretical
background of the construct of trust which includes a variety of
definitions, forms, dinensions, sources and international differences
and we pointed out the inportance of trust through its connection
with other significant business factors, such as performance, profit,
goal achi evenent and control. Apart fromthat, in a nore recent paper
(Hajidimtriou and Sklavounos, 2007) we examned the various
nechani sns of trust creation and presented sone contenporary and
di stingui shed exanples of trust creation from the relevant
international literature. The purpose of this paper is to present
sone of the nobst recent and noteworthy research articles that relate
to the concept of trust in order to further strengthen its
significant role in | B Systens.
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Recent Research Findings in Theoretical Mbdels of Trust
in International Business Systens

We decided to present details from research papers only of the |ast
five years in our attenpt to point out the nobst contenporary findings
of international literature regarding the concept of trust. First of
all, a really useful exanple of trust creation is the work of Boersma
et al. (2003) that is presented thoroughly in Hajidimtriou and
Skl avounos (2007). Boersma et al. (2003) exanmine the energence of
trust as a process and devel op a process nodel of trust building in
International Joint Ventures (1JVs), which is used to analyse four
case studies. The case research nmethod of Boersna et al. (2003) shows
that that trust can be seen both as an output and an input at various
stages of the creation process. The results of the case research
net hod of Boersma et al. (2003) show that the researchers’ process
nodel of trust devel opnent perfornms well. At every stage, outputs of
trust can be identified, which becone inputs into the next stage. The
research findings reveal a rich picture and suggest that the nodel is
a useful one for the further exam nation of trust building processes
in 1JVs. The results of the research of Boersna et al. (2003) provide
an excel lent basis for future research on the issue of trust creation
in ISAs. As for its limtations, it is based on only four case
studi es whi ch cannot be considered representative of all |JVs because
of their industrial and cultural biases. It would be useful in the
future to nove forward from this linear nodel to a nore realistic,
recursive flow schema (Boersma et al., 2003).

Mor eover, Mohr (2004) also who stresses the inportance of trust wth
a nore holistic approach in analysing the interrel atedness existing
anmong control, trust, perfornance and the interaction between the
partner firns in 1JVs. Mhr (2004) assunmes that the conplex
interrelationships which exist in 1JVs cannot be conprehensively
reflected in singular relationships. In order to enpirically explore
t he interdependenci es between the variables, he performed a two stage
research design with in - depth interviews and a questionnaire survey
regardi ng many GCerman- Chinese |JVs (GCIVs). Mhr (2004) used cluster
anal ysis, which allows the analyst to find out if it is possible to
conbine objects that are described by various characteristics into
groups, with the objects within groups showing a high degree of
simlarity and objects in different groups showing little or no
simlarity (Backhaus et al., 2000). duster analysis nakes it
possible to identify different types of 1JVs which differ
significantly along all the dinensions used. The analysis resulted in
two clusters that differ significantly along all of the dinmensions
used. The results of the cluster analysis show that trust has a
positive influence on perfornance whereas control has a negative
i npact and, at the sanme tine, high performance | eads to higher levels
of trust and to lower levels of control. In addition, nanagers who
regard their 1JV as successful also show significantly better
evaluations of the interaction elenents exchange, conmunication and
adj ust nent (Mohr, 2004).

Furt hernore, Zaheer and Zaheer (2006) exami ne the role of trust in an
i nternational context, based on the idea that not only do the levels
and degree of trust differ across international borders, but also the
very nature of trust can vary in different national contexts. They
present a nodel that argues for viewing trust synmetry and asynmetry
between partners, together with their degree of interdependence in
international collaborations, to arrive at a set of nechanisns and
implications for investnent in trust-building and governance. Zaheer
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and Zaheer (2006) develop a nodel that identifies conditions of trust
symmetry and asynmetry in the institutional and cultural contexts in
which the partners to an international collaboration are enbedded.
The researchers draw different inplications for the governance of
international collaborations and for the role of trust, in both the
symmetric conditions and the asynmetric condition. They theorize
about the trust-building and governance nechanisns that are likely to
emerge in each condition. Two conditions are symetric, both
involving partners conming from country environnents with simlar
| evel s of support for trust (LowLow and H gh-H gh). The third
condi tion involves asymetric trust, that is, Low H gh. Each of these
three conditions is exam ned under two conditions of interdependence
of the international collaboration, Hgh and Low, vyielding six
alternatives altogether which are presented in Table 1.

Table 1: Inplications for international collaboration from symretric
and asymmetric institutional trust

Level of interdependence between paortners

Low High

Both partners from  Overrelionce on relotionships and monitorng Absence of institutional mechanisms mquires heavy use of
Low Institutional refational mechanisms and monitorng
Trust contexts Over-investment {given extent of Optimal though heavy investment in relationships and

interdependence) in trust-building trust-building

Over-investment in monitoring systems Heawy, shared investment in manitoring

Immediate market transactions preferred Potential internalization {one side decides to buy out

the other)

Both partners from  External institutional mechanisms are sufficent External institutional mechanisms supplemented with
High Institutional refionce on internal systems, rother thon relationships
Trust contexts Legal recourse Strategic alignment

Reliance on external information (e.q., from Internal systems (e.g., information systems)

credit-rating agencies)

Partners from Partner 1 wants to overinvest in relationship and Partner 1 invests optimaily in relationship and monitorng
Asymmetric Trust monitoring, Partner 2 chafes at cost systems; Partner 2 under-invests in refationship and
Contexts® monitoring
Partnership likely to dissobve into arms-length Partner 1 likely to acquire Partner 2
market transactions Location of patneship should determine level of
investment required in relationship-building and
maonitaring

*Assume Partner 1 is from bow-trust context and Partner 2 is from high-trust contesxt.

Sour ce: Zaheer and Zaheer (2006)

In general, Zaheer and Zaheer (2006) attenpt to nove the discussion
on trust in international collaborations to a recognition of the
reality that both the nature of trust and the institutional and
cultural bases of trust differ across national country contexts. Wen
partners to an international collaboration come fromasymetric trust
contexts, they bring with themdifferent notivati ons and expectations
of behaviour. Specifically, they may be nobre or less wlling to
invest in trust-building and in other governance mechanisnms, wth
inmplications for the theory and practice of international nanagenent.
Zaheer and Zaheer (2006) consider as the basis for their research the
influential article of Mdhoc (1995), which was honoured as the
Journal of International Business Studies (JIBS) 2005 Decade Award-
winning article. Madhoc (1995) laid out the structural and social
di nensions of trust and used trust as an explanatory mechanism for
how and why ownership might not translate into control or into
perceptions of equity in the context of 1JVs. Mre than a decade
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| ater, researchers have still barely begun to explore the related
idea that trust may differ systematically across cultures, and
thereby present significant challenges for both cross-border and
conparative research, as well as practice, in a broad range of
i nternational managenent areas, from market entry and entry nodes to
IJVs, foreign acquisitions and the nanagenent of subsidiaries,
custonmers and suppliers overseas (Zaheer and Zaheer, 2006).

Svej enova (2006) also deals with the award-w nning article of Madhoc
(1995) and provides a commentary with some reflections on the
significance and inplications of Mdhoc's (1995) research. Svejenova
(2006) nmentions the two main areas in which Madhoc’s (1995) ideas
have been nost visible and have exercised the nost significant inpact
(1JVs and I1SAs in general), and enunerates the journals from various
disciplinary fields and domains that have also published articles
whi ch acknowl edge Madhoc’s (1995) original ideas.This diffusion of IB
ideas to fields of strategy, nmanagenment and organi sation, as well as
to other, not necessarily adjacent, areas and disciplines, signals
with optimismthat IB research is capable of inspiring and informng
scholarly conversations in other donmains. Svejenova (2006) believes
that |SAs continue to be a vast and vibrant scholarly domain in IB
studies in need of further clarification and integration of disparate
contributions. In order for future research to result in a better
understandi ng of the enforcement of stability in |ISAs, studies mnust
incorporate approaches from conparative sociology and economc
geography, which can provide a broader and better foundation than
nerely the culture-based one for understanding alliance differences.
In addition, researchers nust strive to separate trust from trust -
i ke nechanisns for initiating and nmaintaining a partnership, which
would afford an explanation of how firns who are “strangers” can
initiate a potentially profitable relationship in the absence of a
comon rel ational history (Svejenova, 2006).

In a recent paper, Madhoc (2006) hinself attenpts to reaffirm the
role of trust in interfirm relations and makes an appeal for nore
cross-disciplinary work to further our insights into the functioning
of inportant phenonmena of interest such as IJVs. He adnits that the
basi ¢ question which interested himin 1995, and still fascinates him
after so nany years, is why alliances between firnms are increasingly
popul ar when all the available evidence consistently suggests that

nost fail to live up to the expectations that were prevalent at the
outset. This paradox has been repeatedly pointed out over the years
in the context of all kinds of interfirm conbinations: nergers and
acqui sitions, 1JVs and other |SAs. Madhoc (2006) believes that his
1995 research nanaged to shift the enphasis from ownership to
relationship, from governance form to process, from hierarchica

governance nechanisnms to nore horizontal relationship nmanagenent

nechani sns and from a nore static and structural approach to a nore
dynamic and longitudinal one. He finds the progress during this
period “very encouragi ng” and raises a couple of issues for further
research such as the fact that the process of trust has been
increasingly studied but not its link to performance, wth few
exceptions. In the same way that variations in ownerships |evels have
been linked to performance, variations in trust levels and the Iink
to perfornmance should also have been exam ned. Apart from that,

Madhoc (2006) asserts that we should also try to understand better
the differences in institutional contexts and mechanisnms across
countries and cultures, how these inpact the level and functioning of

trust and wultimately their 1link to performance. By shaping
interorgani zational interactions and ways of organizing in a
different way than a control —oriented one, a trust-oriented approach
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opens greater avenues for such |earning through the global scope of
their operation, with eventual inplications for conpetitive advantage
(Madhoc, 2006).

Taki ng the opportunity from Madhoc’s (2006) notice of the absence of
many studies that link trust to performance, Nielsen (2007) attenpts
a mul tidinensional approach to performance neasurenent in order to
better capture the conplexity of |SA performance. N elsen (2007)
considers the relationship between subjective, nultidinmensional
neasures of | SA performance and predictors of success both before the
alliance is forned (pre-alliance formation factors) and during the
operation of the alliance (post-alliance formation factors). The
conceptual nodel of N elsen (2007) is presented in Figure 1.

Figure 1. Conceptual nodel of |SA perfornance
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Trust is regarded as one of the post-alliance formation factors which
is positively related to |SA perfornance because it increases a
firms access to external know edge and strengthens its ability to
(in conjunction with its network partner) create new innovative and
efficient ways of conbining existing know edge-related capabilities
and resources in order to extract superior rents. The conceptual

nodel is tested through an enpirical study, based on a web-survey,

investigating a sanple of Danish partner firnms engaged in 48 equity
joint ventures and 70 non-equity joint ventures with partners from
around the world. The results confirmthe inportance of collaborative
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know how, trust, conplenentarity and a low | evel of protectiveness in
managing the alliance. Trust and protectiveness are  highly
significant across nost performance variables. Hence, this study
provi des support to previous findings of the inportance of trust and
relationship characteristics in explaining alliance behaviour and
success (Saxton, 1997). Unexpectedly, yet consistent with Lane et al
(2001), trust does not exhibit positive significant influence on
learning. The findings that trust is affecting efficiency but not
learning, while protectiveness is affecting learning but not
efficiency, indicate that trust and protectiveness are distinct
constructs. N elsen's (2007) nultidi mensional approach contributes to
the understanding of the role of both structure and alliance process
in determning alliance performance and stresses the inportance of
trust (anmong other factors) once nore. Its main linmtations are that
i nformation about partner attributes and alliance characteristics was
obtained from the responses of Danish nanagers solely and that the
antecedent variables utilized in this study do not constitute an
exhaustive list of the potential influences on the different
perceptive neasures of alliance performance. External factors rel ated
to industry attractiveness and environmental dynamsm as well as
partner specific factors related to international experience
absorptive capacity and strategic goal alignment nmay provide
additional insight in future studies (N elsen, 2007).

Furthernore, Wai—-Kit Ng et al. (2007) focus on how trust interacts
with market and organi zati onal factors to enhance 1JV performance in
China. Wai—-Kit Ng et al. (2007) make explicit references both to the
process nodel of Boersnma et al. (2003) and to the nodel of trust
symmetry and asymmetry of Zaheer and Zaheer (2006) and investigate
the trust level as it is perceived by both the senior executives of
IJVs and the parent conpanies. This dual enphasis represents an
advance in the |JV literature, as nost other studies have been
conducted either at the JV level or at the parent level only (Luo et
al., 2001, Gsland and Cavusgil, 1998). Apart from that, past studies
of 1JVs have tended to be conducted from the viewpoint of genera

managers, with the occasional inclusion of the viewpoint of the
foreign parent when it was easy to obtain a response fromthat party.
This study provides richer information by incorporating the

expectations of the Chinese parent into the design (Mhr, 2006) and,
t heref ore, goes beyond | ooking at the direct effects of trust between
parents on |JV performance to examine the interaction of trust with
certain narket and organizational factors in a transitional econony
context from the perspective of both general managers and the | ocal
parent. Wai—-Kit Ng et al. (2007), in order to re-examne the role of
trust between the parent conpanies of [JVs, also make references to a
coupl e of other contenporary papers like the one of Styles and Hersch
(2005), who found that 1JV relationships are stronger when goodwill
trust devel ops, when the personal trust between partners increases,
and when affective commitnment develops. Recently, Li et al. (2006)
also found that the devel opnent of trust in overseas headquarters
anong | ocal senior managers in uncertain environments is inportant
for 1JV performance, and Wang and Nicholas (2005) suggested that
process-based trust affects the performance of contractual JVs. Thus

in line with the literature, Wai-Kit Ng et al. (2007) posit that
trust can be regarded as one of the key variables that determ ne
whet her the objectives of an 1JV are successfully achi eved.

They also collected their data through a questionnaire survey of a
group of 1JVs in China with foreign investors from Hong Kong, U S

Japan, and Taiwan. Two sets of responses were received from the
sanpled 1JVs: one fromthe chief executives of the 1JVs and the other
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from the senior managers of the Chinese parent conpanies. This
approach not only reduces the comon nethod variance that is caused
by single source bias (Avolio et al., 1991), but also provides nore
information with which to triangulate the findings. The parent sanple
also helps in the devel opnment of a nore conprehensive understanding
of the effect of trust on firm performance fromthe point of view of
different constituencies. The results confirm that trust has a
significant effect on the achievenent of 1JV goals from the
perspective of both the senior executives of the 1JVs and the
managers of the Chinese parent conpanies, which is consistent with
the findings in the literature. The inpact of trust by itself is
confirnmed to contribute to the financial and non-financi al
performance of 1JVs. However, the influence of trust seens to be nore
obvi ous when an IJV is faced with an uncertain environment in which
the contribution of the local partner is of paranobunt inportance.
This kind of environnent is characterized by the degree to which the
IJV relies on local narket developnent and the local supply of
materials. The findings reveal that trust has not only a direct
effect on IJV performance, but also an interacting effect on |oca
reliance. W believe that the research of Wi —-Kit Ng et al. (2007) is
i nnovati ve because it provides findings on IJVs that have been fornmed
bet ween Chinese partners and overseas investors from Hong Kong and
Taiwan, and not only from Japan and US. As for its linmtations,
there is currently no globally accepted neasure of cultural distance,
and hence further refinement of the scale or the use of multiple
firmlevel neasures is needed in future studies. Mreover, future
research could focus on the antecedents to the establishnent of trust
and the factors that facilitate the developnent of trust between
parents. A process view could be adopted to analyze the effect of
trust on the developnent and success of [JVs (Wai-Kit Ng et al.,
2007) .

Moreover, we present some really innovative papers that exam ne the
context of trust in the fields of high-tech |ISAs, R&D partnerships
and nmarketing collaborations. Firstly, De Jong and Wolthuis (2008)
investigate the institutional arrangements of innovation processes in
hi gh-tech |1 SAs and explain how partners to innovative collaboration
devel op trust and, in turn, how trust determines |ISA perfornmance. A
major strength of their research is the opportunity to address
antecedents as well as performance effects of trust. De Jong and
Wyol thuis (2008) focus on interorganizational trust because they
believe that for ISAs in general, and high-tech collaboration in
particul ar, the behaviour and performance of the partner organization
rather than an individual is often the object of reference.
Interorgani zati onal trust is defined as a positive perception of the
partner’s behaviour, that is, the perception by the respondent of the
focal firm that a partner organization wll not engage in
opportuni stic behaviour, even in the face of opportunities and
incentives to do so (Hosner, 1995). As for the antecedents of
i nterorgani zational trust, they are classified into characteristics
that mark stages in a business relationship: a shared past, detailed

contracts, interfirm openness and nutual dependence (Sheppard and
Sherman, 1998, Das and Teng, 2003). De Jong and Wolthuis's (2008)
t heoreti cal nodel is pr edi cat ed on t he assunption t hat

interorgani zational trust directly affects relationship performance
and is presented in Figure 2.
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Figure 2: Theoretical nodel of the connection of interorganizational
trust and hi gh-tech | SA performance
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Source: De Jong and Wol t huis (2008)

Data froma field study of 391 Dutch firms in high-tech industries
were collected in order to test the research nodel. In general, the
results are consi st ent with t he t heoreti cal predictions.
Interorgani zati onal trust fosters the performance of high-tech
alliances in terms of relational satisfaction. The nodel also allows
antecedents of interorgani zational trust to be identified. It appears
that a shared past and an open relationship are particularly
inmportant for building trust. Additionally, a valuable partner and a
corporate culture that enbraces interfirm cooperation help to build
and sustain trust and, indirectly, inprove the |level of satisfaction
with the relationship. The results provide convincing evidence to
support the value of interorganizational trust in durable business
relationships that strive for the devel opnent of new technol ogical
know edge. The main limtation of this paper is that the cross-
sectional data were collected from business relationships in high-
tech alliances only in the Netherlands, a choice which limts the
generalizability of the results. W believe that testing this nodel
in the future with data from Angl o- Saxon countries such as the UK or
the USA would provide opportunities for analysing the effects of
institutions on the creation and maintenance of interorganizational
trust. Moreover, nore variables can be added to the research nodel
and other neasurenments such as objective indicators for |SA
performance also need to be taken into account. In general, De Jong
and Wholthuis (2008) contribute wth their research to the
under st andi ng of how hi gh-tech business partners can devel op and use
i nterorgani zational trust to inprove the performance of an | SA
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Furthernore, Bstieler and Hemmert (2008) exam ne trust-building
nechanisns in vertical R& partnerships in two culturally different
countries: South Korea and Austria. Their theoretical nopdel argues
that trust formation in R&D partnerships depends on certain
rel ati onal behaviours that foster or inpede the creation of an
engagi ng environnent within which the partnership can succeed. Two
constructs t hat are expect ed to pronote  trust formation
(comunication quality and fairness) and one construct that is
expected to have a detrinmental effect on trust devel opnment between
partners (history of unresolved conflicts) were selected for
i ncl usi on because prior work suggests that these play a central role
regarding trust formation in such inter-organizational arrangenents
(Mohr and Speknan, 1994, Mrgan and Hunt, 1994). Additionally,
Bstieler and Hemmert (2008) propose that national culture has a
direct and noderating influence on trust formation. Cbservations of
the differences anpbng countries in their propensities and style of
devel oping trust in inter-organizational relationships suggest a
direct influence of national culture. According to Fukuyama (1995),
the United States, Japan and CGermany are characterized as “high-
trust” societies and China, Hong Kong, Taiwan, Korea, France and
Iltaly as “lowtrust” societies. Dyer and Chu (2003) in studying
suppl i er—aut omaker relationships found that trust levels in Korea
were nuch | ower than in Japan and slightly lower than trust levels in
the USA. Huff and Kelley (2003) researched the levels of trust
devel oped by bank nanagers in the US and several Asian countries and
found that trust was stronger in the US than in Asia. Anong the Asian
countries, the Korean respondents showed particularly |ow levels of
trust. Taken together, previous research suggests that the |level of
i nt erorgani zati onal trust devel oped in ext er nal busi ness
relationships in Korea may be relatively low Austria on the other
hand appears to have considerable cultural simlarity wth other
Ger man- speaking countries in Europe. In a recent global study on
national cultures, Germany, Austria, the Netherlands, and German-
speaking Switzerland were identified as one cultural cluster and
| abel l ed as “Germani ¢ Europe” (Cupta et al., 2002), which appears, as
a “high-trust” region. For these reasons, Bstieler and Henmert (2008)
expect to find a difference between Korea and Austria in the anount
of trust devel oped in R&D part nershi ps.

East Asian countries such as China, Korea, and Japan are regarded as
hi gh-context cultures, whereas the Gernman-speaki ng European countries
(Germany, Austria, and German-speaking Sw tzerland) are |ow context
cultures (Hall, 1976). Bstieler and Hemrert (2008) therefore expect
that in a society that is highly collectivist, honmbgeneous, and hi gh-
context I|ike Korea, communication quality is less inportant in
devel oping trust than in nmore individualistic, |owcontext cultures
such as Austria. A central feature of collectivist societies,
predom nantly East Asian, is a strong perceived need for harnony in
rel ati onships. Even when there are differences in perceptions, there
is a strong tendency to not make the differences too explicit, to
avoi d confrontation and conflict and instead to seek consensus (Kim &
Sl ocum 2008). In individualist societies, in contrast, which mainly
i nclude North Anmerica and Western European regions, disagreenents are
nore openly expressed and conflicts are sonetimes seen as a necessary
and even advantageous neans to find or regain consensus between
di sagreeing parties (Hofstede, 2001). For this reason, unresolved
conflicts in collectivist cultures can be expected to nore strongly
deter the formation of trust conpared to Western individualist
cultures. Bstieler and Hemmert (2008) collected data from 100 (56
Korean and 44 Austrian firms) new product devel opnent partnerships
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bet ween independent conpanies in South Korea
regression analysis results of the research of

(2008) are presented in Table 2.

Tabl e 2: Regression analysis results for
Austrian vertical R&D partnerships

Bsti el er

and Austri a.

43- 57

The

and Henmert

trust in South Korean and

Variahles Pooled sample (n = 100) Korea (n = 56) Austria (n = 44)
Maodel 1 Muodel 2 Muodel 3 Maodel 4 Maodel 5 Model 6 Model 7
Controls
Relationship experience 0.139 =0.015 —0.045 -0.015 0.068 0.299%* —0.055
Product newness 0.243%%# —0.047 —0.010 0.298 #+ -0.037 0231¥% —0.002
Type of pariner 0.130 0.056 0,085 .35 %+ 0,193 ** —0.108 0.074
Main effects
Communication 0,438+ 0463+ (1442 %k % [L.475*
Fairness 00,547 0,506+ (628 *** 0,448+
Unresolved conflicts —0.422% %% —0).385%** —().240 ##* —0.530%##*
Country =0 108% —0.111*
Maoderating effects
Country = communication —0.105%
Country = faimess 0.039
Country » unresolved conflicts 0.161%#
e 0.083 0.681 0711 0.198 0.634 0.141 0.730
AR (p) (), 598+ 0.030% (436 %+* 0.589%#+
Adjusted R? 0.045 0.649 [L.667 0.149 (L5856 0.073 0.684
Fovalue (p) 2.20% 21.07%%* 16.24+## 4.014#* 13.28%#* 208 15.76+%*
Note: ¥p < 0.1, ¥¥p < .05, ¥¥*¥p < 0.01.
Source: Bstieler and Henmert (2008)
The regression analysis results suggest that the relational factors

of communication quality, fairness and unresolved conflicts play a

dominating role in trust formation in

both countries.
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busi ness rel ationships should be nade in the future. For instance

when conparing particular countries, a review of the specific
historical and institutional contexts in these countries could
potentially inmprove the understanding of cross-cultural differences
between them (Bstieler and Hemmert, 2008). The main limtation of
this paper is the one that applies to all cross-cultural research
based on perceptual neasures: the difficulty to reach full cross-
cul tural equivalence. Apart fromthat, the data were collected in two
countries and in a relatively narrow industry segnment only and any
claim regarding generalization of the results to other contexts or
i ndustries should be nade with caution. In general, the results
reveal that the nost inportant determ nants of trust formati on appear
to be wuniversal rather than country specific. This neans that
managers should make sure that their attention is not being diverted
from the nost fundanental issues, i.e., dealing with externa

partners in a fair way and nmaintaining a high quality comunication,
by choosing to focus on cultural differences only. W believe that it
would be inportant in the future to enploy |ongitudinal research
nethods that are appropriate to study how trust is created and
strengthened and its effect on partnership perfornance.

Furthernore, Fang et al. (2008) explore the effects of trust at three
distinct organizational levels in a marketing collaboration:
i nterorgani zational trust between collaborating firnms, each firms
agency trust in its own representatives assigned to a collaborative
entity (coentity) and intraentity trust anmong the representatives
assigned to the coentity. Interfirm marketing collaborations often
entail the formation of a collaborative entity or coentity, which is
defined as an identified set of enployees from each collaborating
firmtasked to work together to achieve collaborative outcones (Fang
et al., 2008). The researchers explore the noderating effect of
coentity characteristics, as well as both positive and negative
outconmes of different levels of trust and therefore provide a nore
holistic view of how a coentity can better manage different |evels of
trust to achieve inproved financial performance. The theoretical
nodel of Fang et al. (2008) is presented in Figure 3.

Figure 3: Theoretical nodel of the inpact of trust at different
| evel s on collaborative entity (coentity) financial performance

Factors Moderating Trust Effects

Coentity Coentity

Interorganizational formalization| |differentiation
Trust of decision strategy
- making
Mutual trust between Hs Hs
collaborating firms ‘—-————-u____________y H Resource Investment
1

R —— Parent firms®

resource investment
in coentity

A

Agency Trust

s ~ o He
Trust of collaborating y |
firm in ._--"J Coentity
representatives ST financial
\ / H { Resource Utilization : performance
3a

Intraentity Trust !___________—Jl

/—‘\————-J 1

1 Coentity :

i coordination

Mutual trust between : Interorganizational 3 i
representatives il trust < intraentity |1, : T
assigned to coentity 1 trust s ! :

__________ Hap ¢ responsiveness

MNotes: Dashed lines represent hypothesized negative effects.

Source: Fang et al. (2008)

M BES E- BOOK 2008 53



Haj i di mtriou- Skl avounos, 43-57

Fang et al. (2008) test their theoretical nodel with a dyadic survey
and | ongitudinal objective perfornmance data from 114 1JVs in China.
The results reveal that a collaborating firms agency trust in its
representatives increases the firms resource investment in the
coentity. Intraentity trust anong the representatives assigned to the
coentity affects resource utilization by bot h encour agi ng
coordi nation and reducing responsiveness. The collaborating firns’
i nterorgani zational trust pronotes their investnent in the coentity
and simultaneously enhances intraentity trust’'s positive effect on
coordination and negative effect on responsiveness. The findings
denonstrate that building nultilevel trust in isolation, wthout
considering the relevant coentity' s strategic and structural context,
could be problematic. Although trust provides a notivation to engage
in various positive behaviours, whether that notivation becones
mani fest in actions depends on a host of factors, such as the
coentity's formalized decision naking and differentiation strategy. A
really noteworthy aspect of this research is that, in contrast to
nost previous studies which suggest that trust building always |eads
to desirable outconmes (Dirks and Ferrin, 2001), it reveals that trust
can be counterproductive in ways that extend beyond the obvious
vul nerabilities discussed in previous research. The negative inpact
of intraentity trust on external responsiveness appears to be caused
not by excessive vulnerability but rather by excessive closeness,
insularity and perhaps even a perception of invulnerability. For this
reason, we believe that if it is inportant for a project team or an
| SA to keep its edge, sone of the enployees assigned to that coentity
should be rotated to deter excessive insularity. The main linmitation
of this paper is the fact that all the data were collected by 1JVs in
China and future research in other countries should explore how the
national or cultural background of the collaborating firms or the
location of the coentity itself mght affect resource investnent,
resource utilization and, ultimately, performance. In general, Fang
et al. (2008) exam ne how the three levels of trust affect coentity
performance and how coentity characteristics nay noderate these
effects. Their research extends marketing theory by integrating
previous unilevel research on trust to provide a nore holistic
picture of its conplex interplay at nultiple organizational |evels.

Concl usi ons and objectives for further research

This paper consists of an in depth review of the nbst recent
literature about the inportance of trust in IB Systens. The nmain
section is concerned with the research findings related to the
concept of trust over the last five years and includes the research
of Boersma et al. (2003) and the one of Mhr (2004), that were
presented thoroughly in our previous papers (Hajidimtriou and
Skl avounos, 2006, 2007). The nmmin section also contains detailed
references of the papers of Zaheer and Zaheer (2006), Svejenova
(2006), Madhoc (2006), Nielsen (2007, Wii-Kit Ng et al. (2007), De
Jong and Wyol thuis (2008), Bstieler and Henmert (2008) and Fang et
al. (2008). W strongly believe that our historical review with the
detailed description of these distinguished scientific papers
i ndubi tably enphasi zes and strengthens the rising inportance of the
concept of trust in the field of IB Systens.

As far as further research is concerned, our nain research objective
is to enpirically exam ne the concept of trust and its role in 1JVs
that include at |east one Geek partner or generally in [JVs that
operate in South — East Europe. W& intend to investigate these issues
by constructing an appropriate questionnaire which will be sent to
nmanagers of Greek conpanies that have formed 1JVs in the recent past.
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The results of the questionnaires will be statistically analysed
using the appropriate statistical nethods. Any possible findings
woul d definitely constitute a valuable addition in the international
bi bl i ography about the conplex concept of trust. This paper
constitutes the basis for such future research. W believe that the
findings of the theoretical nodels of trust that are presented in
this paper should be statistically analysed and confronted with some
richer, nore widely dispersed set of cases, with nore cultural and
structural variety in the I SAs and the I1JVs anal ysed. Future research
in the context of [SAs could certainly incorporate approaches from
ot her disciplines |ike conparative sociology and econom c geography,
which can provide a broader and better foundation than nerely the
cul ture-based one for a better understanding of the enforcenent of
stability in ISAs. W also agree with Madhoc (2006) that by shaping
i nterorgani zational interactions and ways of organizing in a trust-
oriented way, we nay better understand the differences in
institutional contexts and mechani sns across countries and cul tures,
how these inpact the level and functioning of trust and ultinmately
their link to performance. Apart fromthat, the findings of Bstieler
and Hermmert (2008), suggest that further conceptual el aborations
regarding precise differences between national cultures and the
implications of those differences for business relationships should
also be nade in the future. Finally, we believe that future research
should also deal with the noteworthy aspect of the research of Fang
et al. (2008) who, in contrast to the majority of previous studies,
reveal that trust can sonetines be counterproductive due to excessive
cl oseness, insularity or even a perception of invulnerability. In
general, we are convinced that this in depth review of the nost
recent literature about the trust dinension in |IB Systens contributes
to the conceptualization of trust and constitutes a valuable addition
that strengthens even nore the inportant role of trust in the field
of IB.
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