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Abstract

Although performance ambiguity is playing an important role in management control,   the influence of performance ambiguity on the effect of single and combined controls is still unexplored.  This study investigates the effect control mechanisms have on the service quality rendered by foreign agents in 98 Norwegian business-to-business service firms.  The moderator effect of performance ambiguity is examined.  The results show that performance ambiguity has an important influence on the control effects.
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Introduction
Superior service quality, and the ability to control the service quality rendered by the agent, are important in achieving market success in international service firms (e.g. Goodwin and Elliot 1995).  The foreign agent plays an even more important role when dealing with professional business services, thus constituting a critical element in achieving service quality and export performance (Bowen and Schneider 1988).  The principal depends on the agent in positioning the firm and its products in the foreign market, and the intentions of delivering service quality experienced by the customer is of limited value unless the principal can ensure that quality actually is delivered.  Unless controlled, the agent may suffer from a moral hazard problem, deliberately or passively undermining the service quality rendered (Hadfield 1990, Mishra et al 1998).

Governing foreign distributors and agents, the principal most often lack ownership authority to support unilateral control mechanisms to achieve compliance, or to support activities motivating commitment.  Even in the case of wholly owned subsidiaries, the principal may face unwillingness to comply and commit, due to the agent’s desire of autonomy (Ghauri 1990).  Less formal relationships and reduced ownership authority motivate coordination efforts embedded in bilateral controls, aiming at increased commitment (Celly and Frazier 1996).  Besides, the need of combining controls is argued theoretically by e.g. Mishra (1995), and examined empirically by for example Jaworski and MacInnis (1989) and Jaworski et al (1993).  They point out the need of both formal and informal controls to improve job satisfaction among marketing managers.   

The principal’s difficulties in evaluating the agent’s performance [performance ambiguity] and the risk of opportunism due to asymmetric information, create problems in reaching the optimal blend of control mechanisms (Williamson 1975).  Such challenges lead to imperfect contracts (“second best solutions”) because of lack of appropriate and costless information (Pratt and Zeckhauser 1985).

While opportunism is embedded in human behaviour, the presence of performance ambiguity is influenced by circumstances within the relationship [internal uncertainty] and conditions embedded in the relationship environment [external uncertainty] (Williamson 1985, Heide 1994).  For example, the agent’s interaction with the foreign customer, customizing the product, as well as market volatility, may increase agent performance ambiguity (Bowen and Bowers 1988).  The choice of controls is advocated to be affected by the degree of performance ambiguity (White 1985, Mishra et al 1995).  Subsequently, the choice of control mechanisms is a question of what controls are curbing opportunism or motivating goal alignment when performance ambiguity varies.  

In established relationships, though, we expect the principal and agent to have acquired some degree of learned experiences of how the market functions, and how the agent’s efforts are related to export performance.    Besides, the partners communicating in the principal-agent relationship have developed some degree of mutual understanding and coordination.  As follows, performance ambiguity may not have the same serious impact on control effects. 

The influence of performance ambiguity on the effect of controls is scarcely explored.  One notable exception is for example Stump and Heide (1996).  They found that increasing PA is related to less monitoring in an industrial relationship context.  Mishra et al  (1998) point out that customer’s performance ambiguity in service industries influences the relationship between the controls in use ex ante and ex post.  The authors argue that performance ambiguity indicate the necessity of combining controls, and including more controls examined in the study.  Performance ambiguity [market uncertainty] is linked to vertical integration by for example Manolis et al (1997).  Finally, Bello and Gilliland (1997) examine the effect of selected, single control mechanisms on export performance.  They found that output control and flexibility improved export performance [strategic, selling & economic], while process control did not have any positive effect.  The authors also address the antecedents of controls in use in the export channel, including product complexity, psychic distance and market volatility, but they do not analyze the effect of these possible predictors on the effect of the selected controls.  To the best of our knowledge, the influence of performance ambiguity on the effect of controls is not examined empirically. 

The main purpose of this study is to identify control mechanisms that increase agent’s service quality, tolerating high performance ambiguity, in post contractual relationships.   Increased insight into the relationship between performance ambiguity and the effect controls have on agent’s service quality can lead to improved service quality provided by the foreign agent and subsequently to better export performance and position in the foreign markets.

Next, we present the conceptual framework and formulate research hypotheses.  Research design, data collection and the validation procedure is then presented.  Subsequently, the empirical tests of the hypotheses are described, before ending up in elaborating on managerial implications of the findings.  We conclude with limitations of the study and point out some possible further research directions.

Conceptual framework and research hypotheses

Wathne and Heide (2000) suggest a taxonomy of control mechanisms that can be implemented to reduce opportunism or achieve goal alignment in post- [and pre-] contractual relationships.  In this study, we follow the approach to opportunism, categorized by Wathne and Heide (2000) as “passive opportunism”, i.e. shirking in efforts providing service quality in the foreign market.  In the following, the effect of selected monitoring and socialization controls on service quality is discussed, as well as possible moderating influence from increasing performance ambiguity.  Hence, the dependent variable in the discussion is the service quality rendered by the foreign subsidiary, distributor or the agent, in the following called “agents”.  The selection of controls is based on the controls documented in use in export channel relationships (Celly and Frazier 1996, Bello and Gilliland 1997, Mortanges and Vossen 1999).  The framework includes the influence of performance ambiguity on the effect of output control, process control, teaching/indoctrination, relational exchange and flexibility.

The influence of performance ambiguity on the effects of output control

Output measures can function as input into deciding activities aiming at correcting the agent’s behaviour, subsequently improving the service quality rendered (Celly and Frazier 1996).  Also, communication with the agent increases the principal’s insight into agent behaviour, thus reducing the risk of opportunistic behaviour.  The relation is becoming more effective.  Wathne and Heide (2000) elaborate on this, and state that opportunism is reduced due to two reasons.  First, monitoring creates an unacceptable social pressure on the agent, motivating agent compliance.  Second, adequate information is a necessary requisite for rewards or punishments.  If the principal is able to detect opportunism, the agent’s inclination to opportunistic behaviour is reduced (Stump and Heide 1996).

The complexity, customization and credence properties often found in foreign business-to-business services, may reduce the influence of output measures because of the risk of “noisy information” (Jacobides and Croson 2001).  If the principal cannot tie the information to the agent’s behaviour, surveillance loses its importance (Mills 1990). This might well be the case when trying to link export performance to the service quality rendered by the agent, as epitomized by the following example.  Sales in the foreign market may by due to “overselling”, and not to customer satisfaction and trust established through customer service quality.  In addition, performance ambiguity increases the risk of noisy information.

In established relationships, however, the principal and agent probably have developed a mutual understanding of the efforts leading to positive export results.  Besides, empirical studies find that output control increases export channel performance (Bello and Gilliland 1997).  Thus, we expect that output control has a positive effect on service quality.  On the other hand, increasing performance ambiguity is argued by for example Jones (1990) and Mishra (1995) to reduce the principal’s ability to monitor results, and link these results to agent performance.  Hence we expect that: 


H1 

a)  
Output control has a positive effect on service quality in 





established relationships.

b) Performance ambiguity reduces the positive effect in 


established relationships.

The influence of performance ambiguity on the effects of process control

In export channel relationships, characterized by less formal ties, control often takes the form of coordination efforts more than unilateral surveillance of agent behaviour (Celly and Frazier 1996, Bello and Gilliland 1997).  In an established relationship, the principal and the agent have normally built some trust and commitment.  These are “mechanisms” that facilitate coordination and influencing efforts initiated by the principal.  Although the principal always will have a more imperfect market knowledge compared to the agent, years of mutual experience involving trust and commitment may entail that influencing efforts from the principal will be conceived as appropriate and wanted by the agent.  Hence we expect that process control, involving influencing efforts, to have a positive effect on service quality in established relationships.

The question is how increasing performance ambiguity influences the effect of process control.  Problems in evaluating the agent performance may be due to internal or external relationship uncertainty.  In established relationships, embedded in mutual understanding, the principal’s influencing efforts are supposed to better match shifting conditions, thus avoiding “noisy” control.  Hence, we expect that process control will be conceived as wanted support if internal or external uncertainty rises, and we posit the following hypothesis:

H2

a) 
Process control has a positive effect on service quality in 




established relationships.  

b) Performance ambiguity enhances the effect of process 

control in established 
relationships.

The influence of performance ambiguity on the effects of socialization controls

Contracts are embedded in relationships characterized by social ties (Uzzi 1997), and socialization may function well in principal-agent relationships in which there exists agent performance ambiguity (Ouchi and Maguire 1975, Ouchi 1979, Jones 1990, Aldag and Stearns 1991, Mishra 1995, Mishra et al 1998).  

The purpose of socialization controls is to achieve goal alignment as the agent (and the principal) internalizes norms, values, and commitment to mutual obligations (Jaworski 1988, Wathne and Heide 2000).  Established norms and values act as a “standard”, against which the principal’s and the agent’s performance is compared.  Norms and values prevent opportunism because the agent expects rewards when performing within accepted standards, and negative responses from the principal if the performance is below standards.  In the worst case, the agent is expelled from the relationship (Jaworski 1988).  On the other hand, if performance is persistently above standards, the agent gains more advantages, for example receiving more marketing support, is granted an increase in product range, or makes a career (O`Donnell 2000).

Socialization through internalizing norms and values, increase the individual’s skills and knowledge, necessary to enter a role in the organization and to provide the expected service quality.  In this study, we categorize teaching, relational exchange and flexibility as socialization controls because of these controls’ common objective of reducing opportunism through the promotion of norms and values, and role learning (e.g. Ouchi 1979, Wathne and Heide 2000, Bello and Gilliland 1997).  In the following, the three socialization controls in this study will be discussed with respect to their ability to create values in a cross-border context.  As Wathne and Heide (2000, p. 47) put it; “the effectiveness of socialization as a strategy for managing opportunism rests on its completeness, or its ability to promote values that apply across contexts or situations”.

a) Socialization control through teaching

In a service setting, role-learning may be vital for the agent in providing service quality.  First, training creates communication and increased ability to cope with different agent-customer situations.  Communication through teaching entails a better understanding of values, abilities, expected behaviours and social knowledge, essential for assuming an organizational role (Mishra 1995).  Second, in the case of internal and external uncertainty, learned standards of performance may substitute specific learning.  The principal has to rely on the agent’s general problem solving capabilities, as opposed to prescribed problem solving for specific cases.  When experiencing internal and external uncertainty, no training program or level of communication can cover all possible customer-agent situations.  The customer and the agent are left to their own willingness and persistence in solving problems.  Such willingness and persistence are embedded in role-understanding and role-acceptance.  

In established relationships, we expect that the parties have acquired a high level of common values across borders, and that problem solving capabilities and a mutual understanding of acceptable service standards are in place.  In this context, teaching might increase its importance when aiming at creating better norms or values, because of the established trust between the parties.  Teaching signals the principal’s goals, along with explicit norms and values.  Agents who experience goal incompatibility with the principal drop out of the relationship in early stages (Mishra 1995).  Agents, who stay in the relationship, successively accept common goals and adapt to signalled values and norms. 

Besides, to a certain extent, teaching might stay important because the parties need to learn when the principal for instance introduces new products, enters new segments, or changes the distribution channel.  Furthermore, teaching may be much wanted if unforeseen circumstances occur, as in the case of increased performance ambiguity because of shifting external environment.  Based on the above arguments, we posit the following hypotheses:


H3:
  
a) 
Teaching has a positive effect on service quality in established 





relationships. 


b) Performance ambiguity enhances the effect of 

teaching in established relationships.

b) Socialization control through relations

O`Donnell (2000) points out that the internalization of goals is related to the degree of interaction between organization members.  She describes different forms of interaction, leading to increased internalization, for example personal contact.  Brown et al (2000) discuss “relational exchange” as socialization in multinational hotel chains.  The importance of role-integrity acquired through the implementation of this control mechanism is emphasized by Brown et al (2000), and their empirical study suggests that relational control reduces opportunism among hotel managers.   However, the specific controls included in the label “relational control” do not seem to be unambiguously defined.  For example, Brown et al (2000) emphasized preservation of the relationship, specification of roles and harmonization of conflicts.  Mortanges and Vossen (1999) focus on information, involvement and flexibility, whereas Bello and Gilliland (1997) focus on flexibility.  

Scarce empirical results give few directions of whether these different relational controls have different effects on service quality.  However, in this study we examine relational control in two ways, the “involvement” direction, because of the potential shown by e.g. Brown et al (2000), and flexibility.  Flexibility is significantly related to selling performance in the export channel, investigated by Bello and Gilliland (1997).  

Relational exchange

Nohria and Goshal (1994) state that socialization through “shared values” [as a result of clan control] is related to corporate performance.  Besides, their results show that “shared values” are an alternative to strategic adaptation of organization structure to corporate environment [“differentiated fit”].  The authors underscore the potential in implementing social controls when the principal faces a risk of high performance ambiguity.  

On the other hand, as in the case of teaching effects, the question is whether the importance of relational exchange is reduced in established relationships or not, and if rising performance ambiguity influence the effect.  As with teaching, the effect of involvement may be dependent on mutual trust.  In long-term relationships, relational exchange increases its importance because of the trust established.  If conditions shift in the external environment, relational exchange is much wanted by the agent, and the involvement has a positive effect because of the mutual trust.  Following the discussion related to the effect of teaching, we posit that:

H4:

a) 
Relational exchange has a positive effect on service quality in 





established relationships.

b) Performance ambiguity enhances the effect of relational

exchange in established relationships.

Flexibility

In the principal-agent relationship, the agent demands autonomy and flexibility because of being close to the market, needing to take fast decisions based on superior knowledge of customers and market mechanisms.  

Flexibility can improve service quality in the foreign market because flexibility is a “must” for the agent to perform well in the agent-client interaction process.  Furthermore, a principal’s acknowledgement of the agent’s need of autonomy and of flexibility can build shared values and trust.  As argued by Heide (1994), mutual adjustments may promote the accomplishment of both the principal’s and the agent’s goals.  “Because the parties have a collective incentive to maintain the export relationship, the manufacturer and the foreign distributor engage in flexible behaviours, and the resulting decision making tends to cooperative export performance” (Bello and Gilliland 1997, p. 28).  Empirical results support the positive effect flexibility has on export channel performance (Bello and Gilliland 1997).  The need of, and hence the effect of, flexibility is expected to last in the relationship, due to repeated shifting conditions in the market.    

On the other hand, agent evaluation problems may influence the need of flexibility as a control mechanism, but does performance ambiguity influence the effect of flexibility?  If use of flexibility is successful, the principal will adapt to the shifting conditions, as wanted by the agent.  Hence, we expect that increasing evaluation problems entail rising, positive effects of flexibility. Evaluation problems, caused by shifting conditions in the environment, are expected to increase the agent’s request for flexibility and thus increase the control’s positive effect on service quality.  Consequently, we suggest the following hypotheses:     


H5:

a) 
Flexibility has a positive effect on service quality in established 





relationships. 

b)  
Performance ambiguity enhances the effect of flexibility in 


established relationships.

Figure 1 sums up this discussion.

Figure 1

Summary of discussion

(To be inserted here)

Data collection and measures

Data collection

The population comprises Norwegian business-to-business service firms, with at least three years lasting relationships to more than one subsidiary, distributor or agent in foreign markets.  We expected these relationships to be embedded in varying agent evaluation problems, and that these firms implement various controls, aiming at increasing agent service quality to build market shares (Jaworski 1993).

Three directories were used when establishing a population.  With the help of six educated bachelor students, step one was to contact firms listed in the Kompass Online Directory.  Not all exporting firms are listed in this directory, and Kompass was complemented with a directory from The Norwegian Trade Council.  Management in 2770 companies were contacted by phone at least three times to reveal if the firm met the criterion of business-to-business firm, using degree of customization and service as sub criteria, and if they had agents in more than one foreign market.  625 firms were finally registered as the population.  The 2145 firms not registered comprise mainly companies with no export at all, not able to reach by phone [three times limit], selling directly to customers abroad, not being a business-to-business firm, foreign ownership or bankrupt.  A few were not willing to participate at all.

A draft questionnaire was developed, based on an extensive review of relevant literature.      However, the construct “service quality” was developed September-October 2002 from ten in-depth interviews and testing of a subsequently developed “mini-questionnaire” among 10 key informants in different industries (Churchill 1987).  In the in-depth interview, the key informants were asked to focus on a relationship well known to them, and to give an opinion of which indicators they use to assess the service quality rendered by the agent.  From these interviews, five items were developed and tested by phone among the same key informants.  One item; “to gain the service quality we want in this market, we have to control the agent service performance”, was excluded from the final questionnaire, which was tested among the first 20 firms on the alphabetic final population.  The pre-test, included some follow-up phone-calls to check how the questionnaire worked, showed no need to change the questionnaire.  14 questionnaires from the pre-test were included in the study.

With the help of the three most skilled bachelor students from step one, we conducted the formal study late 2002 and Spring 2003.  A detailed guide to gain a common approach was developed.  As in the first step, the objective in the approach to the firm was to identify and contact by phone the key informant in the company, being responsible for managing the agent abroad.  Ensured that the key informant was the right person to answer the questionnaire, (s)he was asked to answer an anonymous mailed questionnaire accompanied by a pre-paid return envelope.  In this first contact, the key informant was asked to select one agent relationship to focus on in the questionnaire.  In this way we did not avoid the “positive evaluation bias” (Bello and Gilliland 1997).  On the other hand, the selection of agency ensured that the key informant had thorough insight into the relationship.  Usually the key informant was the CEO or the Vice President International Affairs – in some occasions VP with the responsibility for certain regions.  All were hard to get in contact with, but the routine was to contact five times before excluding the firm from the population.  Two weeks after the mailing, three follow-up phone-calls were made to non-respondents.  In case of questionnaires with just a few missing values, the key informant was called and the question discussed, most often leading to a clear answer.  Some key informants filled out two questionnaires, total number of firms/key informants was 327, representing 348 mailed questionnaires.  104 key informants did not return the questionnaire, in spite the follow-up calls.  12 questionnaires were rejected.  232 usable questionnaires were received, yielding a response rate of 66.7%.  From the list of the 232 agencies, cases with a 1 and 2 score on a goods-service 7 point scale, were excluded in the further analysis, thus leaving 98 principal-agent relationships satisfying the criteria to be included in business-to-business service firms.  No industry dominates the net population.    The 98 agents included in this study are located in 33 countries, namely:

Figure 2

Number of agents in the countries included in this study

(To be inserted here)

Measurement
Except from the “service quality” construct, all items are adapted from prior research. The items that measure service quality were developed through a qualitative in depth study, entailed by a quantitative test of questions (Churchill 1987).  The items relate to the agent’s service quality performance in the foreign market.  All items encompassed by the questions were observable by the key informant in Norway.  The three items in “SERVQUAL” are displayed below, together with the other items included in the constructs.  Two items were excluded because of too low factor loading in the convergent validity test.  SQ4 : “We receive seldom customer complaints..” and SQ5: “the agent puts down a lot of resources in acquiring knowledge of this product”.  SQ2 and SQ3 scored as a pair higher on Cronbach Alpha (0.55).  However, SQ1 was included in the further analysis.  First, we wanted to use all items that loaded on one factor, thus embracing all the adequate dimensions of the construct possible to include if restricted to one factor.  The three SQ items remaining in the analysis, measure more different aspects of the construct service quality, compared to SQ2 and SQ3.  Furthermore, the combination of  SQ2 and SQ3 displayed low factor loadings. 

Below we present the scale reliability and the standard loadings.  To all items, we used a 7 point scale, 1=strongly disagree to 7=strongly agree. 

Figure 3

Construct measurement summary

(To be inserted here)

Maximum likelihood was used as extraction method and direct oblimin as rotation method in the factor analysis.  Except from the one item in the service quality construct, the factor loadings were large and beyond 0.3 (Frankfort-Nachmias and Nachmias 1992), indicating acceptable convergent validity. The bivariate correlation test between the items for all seven constructs showed no correlation beyond 0.5, the highest was 0.464.  The construct correlation matrix is shown in table 2.  Outliers were identified and removed from the further analysis.  Testing the linearity of the variables PROCON and SERVQUAL showed a possible U-form (one swing), and a mathematical substitute (a second-degree polynomial) was constructed to imitate the linearity.  These two polynomials were used in the further analysis. 

To investigate interaction effects and moderator effects, we followed the procedure recommended by Sharma et al (1981).  Interaction effects were tested between the controls, and PERFAMB and the controls – measuring the effect on SERVQUAL.  The construct correlation matrix is displayed in table 3, and the results from the regression analysis is presented in table 4.

Figure 4

Construct correlation matrix

(To be inserted here)

Presentation and discussion of results

This section will briefly present and discuss the results of the analysis.  Table 4 shows the results of the hypothesis tests.

Figure 5
Hypotheses and results

(To be inserted here)
The results show that performance ambiguity enhances the effect of all the controls included in the study, but flexibility.  The t-values increase when including performance ambiguity when measuring the effect of controls.  The influence of performance ambiguity combined with process control and relational control, on service quality, is significant.  The effect increases when related to performance ambiguity.  In the case of relational control, the results corroborate Jones (1990) and Mishra (1995) findings.

The rejection of H1 a, H2 a, and H3 a, indicates the difficulties in assessing the appropriate foreign market transformation process.  The principals may try to measure market results, to influence the partner or to teach the agent organization without fully understanding the complexity of the foreign market, “and without recognizing that domestic selling processes may not transfer to foreign markets” (Bello and Gilliland 1997, p. 33).  Also, whereas we link the measured controls to service quality, Bello and Gilliland (1997) link them to market and financial performance.  Thus, even though it is fair to expect a positive relation between service quality and performance, we may also argue that enhanced service quality boosts the cost level of the firm and hence also may reduce financial performance – and vice versa.    Therefore, the control mechanisms that lead to improved financial and export performance may not necessarily yield the same rewards for service quality.  The rejection of H4 a may be due to diminishing return of relational investments.  The effect of involvement may decrease as the relationship grows from the start to a more mature stage.  A parallel is found in the literature on export information behaviour (Gripsrud, Solberg and Ulvnes 2000).  They found that the effect on performance of market information from the local partner decreased with length of the relationship.  Other mechanisms become then more important in explaining the dependent variable (service quality).

Surprisingly, the combination of performance ambiguity and flexibility (H5 b) has a negative effect on service quality.  The strong relationship between flexibility and service quality, illustrated by the t-value = 4.114, suggests that flexibility works at best when shifting conditions in the market are anticipated, and not when performance ambiguity increases.  Not only can this be interpreted as limited effects of flexibility under uncertain environmental conditions.  Also, the negative effects suggest that flexibility is directly counterproductive.  One possible explanation is that under environmental uncertainty, established paradigms or conventional wisdom will not give the right answers to challenges posed by these conditions.  We may therefore assume that actions taken – flexible though they might be – may not properly address the poorly understood patterns of development.   Or even more dramatically: the actions taken may reflect too much flexibility.

Managerial implications and future research
The research suggests that increasing performance ambiguity demands the implementation of some socialization controls like involvement and teaching, and to include unilateral control mechanisms.  The larger effect of flexibility and the positive influence of performance ambiguity on involvement, compared to other effects, indicate that socialization controls should be preferred when deciding which controls to focus on.  Furthermore, the positive effect of performance ambiguity on all controls but flexibility pertains to the possible implementation of control combinations, including both formal and informal controls.  The results from the empirical work by Jaworski et al (1993) support this argument.  They found that a high control system, including clan controls and bureaucratic controls, produced the strongest positive effect on the agents’ role ambiguity.

The positive, but varying influence of performance ambiguity on several control effects, signals the need of examining what combinations of controls affect most positively the service quality rendered by foreign agents.   

In this study, we have included various industries, thus indicating a reasonable external validity and a contribution to a framework of foreign agent control in business-to-business services.  However, the sample is rather small, thus suggesting that the results should be interpreted with caution.  Further research should expand the understanding of the influence of performance ambiguity on control effects in early stages of the relationship, as well as in more mature stages.  Furthermore, the construct service quality is a novel construct in international business-to-business services.  In this study, although based on in-depth interviews and testing of questionnaire, the Cronbach Alpha does not exeed 0.60, even when including the whole sample of 231 relationships (0.58).  The low Cronbach Alpha, the appearance of two factors in the factor analysis, together with the novelty in the construct, indicates that further research is needed to investigate various dimensions of service quality. 

Diagrams, tables and figures to be included in the text:
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Figure 1. Summarized hypotheses; (- = negative effect, + = positive effect).
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Table 1

Number of agents in the countries included in the study

Country:
Number of agents:
Country:
Number of agents:
UK/England
12
Greece
3

Sweden and USA(2)
9
Brazil, Poland, Singapore,


Denmark
 6
The Netherlands, Iceland,

Finland, China, South Corea,

Italy, India, France (8)
2

Singapore, Spain, Germany (6) 
4


Other various countries (19)
1
Figure 3

Table 2

Construct measurement summary











Factor

Service quality:
SERVQUAL: Cronbach Alpha = 0.40



loadings: 

SQ1:
The agent uses a lot of resources in collecting and systemizing


customer information into a market data base



0.111

SQ2:
This agent makes few efforts to service the customer (reversed)

0.878

SQ3:
We have reason to believe that the agent does not follow up the 

customer in this market (reversed)





0.477

Performance ambiguity:  PERFAMB: Cronbach Alpha = 0.81

PA1:
Precise standards by which to assess this agent’s performance


is not readily available






0.816

PA2:
Evaluating this agent’s performance is a highly subjective process

0.577

PA3:
This agent is performing so many different tasks that it is difficult


to ascertain whether a good job is being done



0.824

PA4:
It is difficult to determine whether agreed upon quality standards

and specifications are adhered to





0.662

The items are adapted from Stump and Heide (1996).  They tested their items in industrial relationships, comprising business-to-business settings (Cronbach Alpha=0.67).

Output control:  OUTCONT: Cronbach Alpha = 0.69
OC1:
Market penetration of new products





0.678

OC2:
Increasing the customer base in the market





0.999

OC3:
Sales volume of our products (reversed)





0.382

The questions were:  “We monitor a great deal the agent’s results with respect to:…”.  The items were adapted from Bello and Gilliland (1997).  Their study was conducted in export channels (Cronbach Alpha=0.76).

Process control:  PROCON2: Cronbach Alpha=0.74
PC1:
Promotional activities for our product





0.382

PC2:
Activities when  introducing new products





0.382

The questions were: “We influence the way the agent perform:…”.  The items were implemented from Bello and Gilliland (1997), with a Cronbach Alpha=0.87.  PC3: “Selling policy and procedures” was excluded in the further analysis because of higher significance and low factor loading.

Teaching:  TEACHIN2: Cronbach Alpha=0.82
T1:
Product knowledge







0.478

T2:
Sales/marketing








0.478

The items are adapted from Snell (1992) and Snell and Youndt (1995).  They emphasize items that focuse on the degree of staffing procedures and opportunities provided for training and development.  However, this study adopts a more direct form with respect to product knowledge, sales/marketing and customer handling.  

Relational Control: RELCONT: Cronbach Alpha=0.84


RC1: 
We keep our agent informed on our plans for the future



0.590

RC2:
We involve the agent in planning processes in the export market


0.910

RC3:
We involve the agent in goal setting in the export market



0.922

Except RC3, the items are adapted from Mortanges and Vossen (1999).  They investigated control of foreign distributors.  Their “flexibility” item is mirrored in the Flexibility control argued next.  Mortanges and Vossen’s (1999) RC4,  “We supply the agent with (confidential) information on our activities and RC5, “We inform the agent in advance of impending changes in marketing activities” were excluded because of low factor loadings.

Flexibility: FLEXIBIL:  Cronbach Alpha=0.77

F1:
Flexibility in response to requests for changes is a characteristic of both parties

0.792

F2:
Both parties are open to each other’s request to modify a prior agreement

0.850

F3:
When some unexpected situation arises, both parties would rather work


out a new deal than hold each other to the original terms



0.572

All items are adapted from Bello and Gilliland (1997), cronbach alpha=0.70.
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Construct correlation matrix
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Figure 5

Table 4

Hypotheses and results







Standardized


Support/

Hypotheses :




coefficients
t-value
sig.
No support


H1 a:   Positive effect of output control on SQ
.041

  .341
.734
No support

H1 b:   Negative influence by PA on control effect
.082

  .791
.431
No support

H2 a:   Positive effect of process control on SQ
.080

  .671
.504
No support

H2 b:   Positive influence by PA on control effect
.316

2.377
.020***
Support

H3 a:   Positive effect of teaching on SQ

.064

  .612
.543
No support

H3 b:   Positive influence by PA on control effect
.108

1.035
.304
Modest support


H4 a:   Positive effect of relational exchange on SQ
.040

  .327
.744
No support

H4 b:   Positive influence by PA on control effect
.278

2.067
.042**
Support

H5 a:   Positive effect of flexibility on SQ

.411

4.114
.000***
Support

H5 b:  Positive influence by PA on control effect     -.156
             -1.514
.134*
No support


t: 

4.202


F:

3.715

R Square:
0.356

One tailed:






*:
Significant at 0.10 level

**:
Significant at 0.05 level

***:
Significant at 0.01 level
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