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PERCEIVED BENEFITS OF INTER-ORGANIZATIONAL TRUST
IN E-COMMERCE PARTICIPATION: A CASE STUDY
IN THE TELECOMMUNICATION INDUSTRY

Pauline Ratnasingam Stefan Klein
The University of Vermont University of Muenster
ratnasingam@bsad.uvm.edu klein@wi.uni-muenster.de
Abstract

Business to business e-commerce hype has highlighted the importance of both, information and
communications technologies and inter-organizational trust, for developing and maintaining trading partner
relationships. While many studies focused on competitive advantages as the driver of e-commerce adoption,
the objective of this paper is to examine the impact of trust on perceived benefits and subsequently e-commerce
adoption. This study identifies antecedent trust factors that contribute to successful e-commerce participation
(adoption, integration and use). The findings are based on a case study of an inter-organizational dyad in the
telecommunications industry that underscores the salience of inter-organizational trust for e-commerce
participation.

Keywords: Business-to-business e-commerce participation, inter-organizational -trust, perceived benefits

Introduction

The objective of this paper isto examine the importance of inter-organizational trust and itsimpact on perceived benefits of e-
commerce, thereby affecting theadoption of and participation in busi ness-to-business e-commerce. By e-commerce participation
we mean the adoption, integration and use of e-commerce systems and applications. E-commerce has become a core element of
business strategy and operations for most 21% century enterprises. For most organizations, the biggest challengeisnot if or when
to consider e-commerce solutions, but rather how to select the best strategies and tactics to develop and sustain competitive
advantage. WhileElectronic Datalnterchange (EDI), theforerunner of e-commerce, has provided business-to-businesselectronic
communication of standardized business messages, it has been limited to a small set of selected transactions. Furthermore,
telecommunications were typically based on dedicated linesand/or expensive value added networks (V ANs). Consequently, the
proliferation of EDI hasbeen limited to afairly small number of usually larger companies. Recently, the explosive growth of the
Internet in the last few years has changed the cost and access equation for corporate communication. With its ailmost universal
access and low costs, the Internet has significantly reduced the entry barriers for electronic business for all types and sizes of
enterprises. Furthermore, e-commerce applications offer new opportunities such asnovel businessopportunities, global presence,
shortened supply chains, substantial cost savings, and innovative customer val ue propositionsto suppliers. Customersal so benefit
from global choice, better quality of services, and faster responseto needs, substantial pricereductions, new productsand services.
Most of the e-commerce opportunities imply profound changes in inter-organizational relationships.

There seems to be a perception by businesses, that e-commerce transactions may be both insecure and unreliable. Despite the
assurances of technological security mechanisms, trading partners in business-to-business e-commerce do not seem to trust the
‘people side’ of thetransactions(Marcellaet al., 1998). Preliminary research suggeststhat aperceived lack of trustine-commerce
transactions sent by trading parties using the Internet could be a possible reason for this slow adoption rate (Keen, 1999). Lack
of trust, and consequently barriers to participation in e-commerce activities arise due to uncertainties inherent in the current e-
commerce environment Uncertaintiesreduce confidence both inthereliability of el ectronic business-to-businesstransactionsand,
moreimportantly, in the trading partiesthemselves. Despite the importance of trust in e-commerce, there existslimited research
inthisarea (Sako, 1998). Itisonly recently that | Sliterature has recognized the complementary, and at the sametime, competing
rolesof technology and trust ininter-organizational businessrelationships (Kumar et al., 1998). Itisimportant that we understand

2001 — Seventh Americas Conference on Information Systems 769



Electronic Commerce

therelativeroles of technology and trust in e-commerce participation (Kraut & Steinfield, 1994). Furthermore, there can beatwo
way or cyclic relationship between participation in e-commerce and trust — on one hand trust as an antecedent of participation
—and on the other hand participation in e-commerce ismodifying thelevel of trust in the relationship. This study will investigate
only the forward path of the cyclic relationship that is the role of inter-organizational trust in participation in e-commerce.

This paper focuses on the importance of trading partner relationship trust (inter-organizational trust), and perceived benefits
(namely economic, personal and symbolic) derived from inter-organizational trust in e-commerce participation. The paper is
organized as follows. Section two discusses the theoretical foundations that contribute to the development of a theoretical
framework, research question and research propositions. Whil e, section three, di scussestheresearch method, and research process
applied to test the theoretical framework, section four discusses the findings of the case studies. Finally, section five concludes
the paper with lessons learnt and contributions made to this study.

Development of the Theoretical Framework

The theoretical framework for this study is based on a set of theories from various disciplines. They include trust in business
relationshipsthat identifies antecedent trust factorsin businessrelationships. For example, trading partner’ s ability, competence,
reliability, predictability, care and concern contribute to three types of trust shown in table 1. Inter-organizational -rel ationships
theory focused on reasons and conditions for forming relationships (that is situational, structural, and procedural factors). They
include socio-political, structural, behavioral, and procedural (that is interactions and behavioral) dimensions (Oliver, 1990).
Formalization isthe extent to which rules, procedures, instructions and communications are written to the degree to which roles
are defined, of inter-organizational-relationships, perceived benefits, and uncertainties risks of e-commerce (Bensaou &
Venkatraman, 1996). Transaction-cost-economics seek to explain the economic rationale of alternative forms of organization,
that is their relative efficiency. Perceived risks derived from uncertainties, task complexities, partner specific assets and
interdependencies of trading partners are leading to an increased exposure to opportunistic behaviors (Williamson, 1975).
Resource dependency theory (Pffefer & Salanick, 1978) focuses on interdependencies between trading partners. An imbalance
of power might |ead to conflicts. Organizational theory (Bensaou & Venkatraman, 1996) explainstrust asaresult of best business
practices. Trust and security based provide security safeguards and protection services. They engender technology trust that
enablestimely, accurate and compl etetransmission and recel pt of transacti ons, thusachieving transaction confidentidity, integrity,
authentication, non-repudiation, availability, and access controls (Bhimani, 1996; Jamieson, 1996).

Theabove-mentioned theories' helpto determinetheroleof perceived benefitsand risksfor e-commerce participation andtrading
partner relationship development. The aim of the theoretical framework isto provide astructured approach to understanding the
importance of inter-organizational trustin e-commerce participation. Figure 1, below summarizesthetheoretical framework and
the propositions.

Trust in Trading RP-1 -~ Perceived RP-2 _ Extent of E-
Partners d Benefits of d Commerce
(I0T) 10T Participation
\ 4
» Competence Trust RP-1a ! .+ Economic Benefits RP-2a + Extent of E-Commerce
* Predictability Trust RP-1b | « Personal Benefits RP-2b Performance
* Goodwill Trust RP-lc .| * Symbolic Benefits RP-2¢ * Extent of trading partner
w trust relationship development

Figure 1. Theoretical Framework of Inter-Organizational trust and Perceived Benefits in E-Commerce Participation

The notion of trust

Sydow (1998) defines inter-organizational trust (IOT) as ‘the confidence of an organization in the reliability of other
organizations regarding a given set of outcomes or events’ (P35). As the dimensions for trading partner relationship trust is
measured from the extent of atrading partner’s competence, predictability and goodwill behaviors, we adapted the following
definition of inter-organizational -trust. Inter-organizational trust for the purposes of thisstudy isdefined as’ the confidence of an
organization in the reliability of other organizations in a possibly risky situation regarding consistent competent, dutiful and
honest actions’.
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Trust in Trading Partner

Scholarswho have examined busi nessrel ationships haveidentified trust to be akey factor for successful long term trading partner
relationships. Trust hasbeen found toincrease cooperation, thereby |eading to communication openness and information sharing
(Doney & Cannon, 1997; Ring & Van de Ven, 1994; Smith & Barclay, 1997). In addition, three types of trust in working and
inter-organizational businessrel ationshipswereidentified from previousresearch: competence, predictability, and goodwill trust
(see Table 2). For example, Hart & Saunders have applied these dimensions (as discussed by Mishra, 1996) to explain EDI
adoption and use. The characteristics and behavioral patterns of these three types of trust have led to perceived benefits.

Perceived Benefits of E-commerce

Perceived benefits of e-commerce are gains received by organizations that have adopted e-commerce (Premkumar et al., 1994;
Saunders & Clark, 1992; Riggins & Rhee, 1998; Scala & McGrath, 1993). Three types of perceived benefits identified from
previous research were adapted in this study: perceived direct benefits, perceived indirect benefits, and perceived strategic
benefits. This study integrates perceived benefitsto suit trading partner trust and contributes to three types of perceived benefits
derived from successful business relationships. They include; economic, personal and symbolic benefits.

E-commerce Participation

E-commerce participation isthe extent to which an e-commerce organization engagesitself in business-to-business e-commerce
(Hart & Saunders, 1997; Smith & Barclay, 1997). E-commerce participation includesthe extent of e-commerceactivities(volume,
nominal value, and types of business transactions) exchanged between trading partners, and the extent of trading partner trust
relationship development. It is the degree to which both trading partners are satisfied. Participation is evaluated by

» thelevel of cooperation and commitment,

*  how much information was shared,

*  how they managed discrepancies and conflicts (Anderson & Narus, 1990; Dooney & Cannon, 1997; Ganesan, 1994;

Morgan & Hunt 1994; Smith & Barclay, 1997).

Theoretical Development of the Research Propositions
Table 1 shows the characteristics of three types of trading partner trust discussed below.

Table 1. Different Types of Trading Partner Trust

Types of Trust Competence Trust Predictability Trust Goodwill Trust

Source (Economic (Familiarity) (Empathy)
Foundation)

Gabarro (1987) Character Judgment Motives/ Intentions
Role competence

Mayer, Davis Ability Integrity Benevolence

& Schoorman (1995)

McAllister (1995) Cognitive Cognitive > affective | Affective

Lewicki & Deterrence/ Knowledge Identification

Bunker (1996) Calculus

Mishra (1996) Competence Reliability Openness, Care,

Concern

Competencetrust ishased on an economic eval uation and emphasizeson trading partners’ skills, technical knowledge, and ability
to operate and interpret business-to-business e-commerce applications and transactions correctly. Trading partners who
demonstrate skillsin producing high quality goods, products, and services(such astimely delivery of accurateinformationto other
trading partners') help optimize supply chain management, and allow e-commerce operationsto flow inan orderly manner. These
competent trading partners’ thus enable other trading partners' to make strategic decisions, thereby contributing to high levels
of competence trust. For example, the findings provided evidence that competence trust was seen in trading partners’ ability to
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transmit and receive e-commerce transactions correctly, thus saving alot of time in re-sending and training trading partnersto
send e-commerce transactions correctly. Hence accurate, correct and completeinformation werereceived and acted upon thefirst
time from the receiving trading partner. This saved alot of time and costs, thus leading to direct economic benefits. Research
Proposition 1a: Competence trust in trading partners is positively associated with perceived economic benefits of e-
commerce.

Perceived economic benefits are derived from efficiencies of e-commerce technology. They reduce manual processing, and
provide greater accuracies, thereby reducing errors. Perceived economic benefitsinclude, cost savings from less administrative
labor costs, time savings from speed and automation, and simplicity from structured business processes, that help reduce and
eliminate uncertaintiesthereby contributing to increased e-commerce parti ci pation asinincreased performancethrough continuing
trading partner trust relationship development (Saunders & Clark, 1992; Scala & McGrath, 1993). Research Proposition 2a:
Perceived economic benefits of e-commerce are positively associated with e-commerce participation.

Predictability trust is based on familiarity and emphasizes trust in a trading partner’s consistent behavior thus providing
sufficient knowledge for other trading partners’ to make predictions and judgments due to past experiences. McAllister (1995)
suggests that we choose whom to trust and under which circumstances. This choice is cognition based (interpersonal trust), and
investigates past measures of trust such asreliability and dependability. For exampl e, in business-to-businesse-commerce, trading
partner A (the supplier) is known to respond to queries in atimely manner. Although, there is a shortage of supplies, trading
partner A istill capable of fulfilling trading partner B’ s (the buyer’s) orders. Thus, by developing a chain of positive consistent
behavior, trading partner A becomes more reliable, trustworthy, and therefore predictable. Familiarity and proven or perceived
trustworthiness thus become antecedents of trust and consistent competence trust contributes to persona benefits, as trading
partners were satisfied with the services they received. Research Proposition 1b: Predictability trust in trading partners is
positively associated with perceived personal benefits of e-commerce.

Perceived personal benefits refer to the satisfaction that trading partners experience from economic benefitsand trading partner
relationships development. For example, quick response, just-in-time (JIT) e-commerce applications provide reliable
communication and delivery of stock. Personal benefitsinclude competitive advantage, reduced | ead timesfrom product ordering,
customer satisfaction, increased productivity and effective cash management that was derived from consistent competence trust
(Jamieson, 1996; Premkumar et al., 1994; Riggins& Rhee, 1998; Scala& McGrath, 1993). Similarly, perceived personal benefits
arisefrom positiveimages and reputation that trading partners receive from participation in e-commerce thus encouraging closer
ties, increased scale of applications (increased volume, value and additional types of e-commerce transactions), satisfaction,
communi cation openness, and commitment tolong terminvestments(Scala& McGrath, 1993; Smith & Barclay, 1997). Research
Proposition 2b: Perceived personal benefits of e-commerce are positively associated with e-commerce participation.

Goodwill trust is based on an empathic foundation and emphasizes on the trust in atrading partner’s care, concern, honesty,
intentions and benevolence that allow other trading partners’ to further invest in their trading partner relationships. Thus, when
reliability and dependability expectations are met, trust movesto affective foundations that include emotional bonds such ascare
and concern. As there are fewer discrepancies, time is spent on future strategic planning and investments thereby leading to
symbolic benefits. Research Proposition 1¢ — Goodwill trust in trading partner is positively associated with perceived
symbolic benefits of e-commerce.

Perceived symbolic benefits are benefits that trading partners’ experience from satisfaction in their trading partner relationship.
Trading partners are willing to cooperate, communicate openly, and share information, thus leading to increased commitment,
long term trading partner relationship and business continuity which enables them to bein the competitive edge and in astrategic
direction (Bensaou & Venkatraman, 1996; Cummings & Bromiley, 1996; Ganesan, 1994; Morgan & Hunt; Ring & VandeVen,
1994; Smith & Barclay, 1997). Research Proposition 2c: Perceived symbolic benefits of e-commerce are positively associated
with e-commerce participation.

Research Question and Propositions
Theresearch question developed for thisstudy is: How and why does inter-organizational trust (trading partner relationship trust)

influence the perception of benefits of e-commerce thereby leading to the extent of e-commerce participation? The following
subsidiary research propositionsin table 2, were derived from the theoretical framework.
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Table 2. Research Propositions Derived from the Theoretical Framework

Research Research Proposition 1: Trading partner trust is positively associated with perceived benefits of e-
Proposition 1 commerce.

Research Proposition 1a: Competence trust in trading partners is positively associated with perceived
economic benefits of e-commerce.

Research Proposition 1b: Predictability trust in trading partners is positively associated with
perceived personal benefits of e-commerce.

Research Proposition 1c: Goodwill trust in trading partners is positively associated with perceived
symbolic benefits of e-commerce.

Research Research Proposition 2: Perceived benefits of e-commerce are positively associated with e-
Proposition 2 commerce participation.

Research Proposition 2a: Perceived economic benefits of e-commerce are positively associated
with e-commerce participation.

Research Proposition 2b: Perceived personal benefits of e-commerce are positively associated
with e-commerce participation.

Research Proposition 2c: Perceived symbolic benefits of e-commerce are positively associated
with e-commerce participation.

Table 3 below provides a definition of the constructs and sub-concepts/dimensions applied in the theoretical framework.

Research Method

Studying inter-organizational trust in business-to-business e-commerce participation phenomenon requires the context of real
organizations using e-commerce systems or operating in an e-commerce environment (Yin, 1994). A case study approach was
seen appropriate, particularly inanareawherelimited research wascarried out ininter-organi zati onal -trust in business-to-business
e-commerce participation (Sako, 1998; Smeltzer, 1997). The case study was initially carried out in order to investigate and
examine trading partner trust in e-commerce participation.

Case Study Design

Based on Yin (1994), the case study was designed around alead question and further *how’ and ‘why’ types of questions. How
and why does inter-organizational trust influences the perception of e-commerce benefits, thereby leading to the extent of its
participation? The research propositions shown in Table 2, help to focus the study. The primary unit of analysisthat formed the
main source of datacollection camefrom the case study participants (that isthe e-commerce coordinators and managersinvolved
in e-commerce participation). They were able to provide an account of their day-to-day interactions with their trading partners.
Secondary data sources contributed to internal validity. They include existing documents and standards that were observed and
examined to determine the extent of business practices in the cases. These documents, such as web sites, trading partner
agreements, security policies, paved theway for additional questionsduring theinterviewsand provided background information
about theorganizations. Reliability wasachieved by using the same semi-structured questionnaire protocol inall four cases. Close-
ended questions were structured to give respondents several fixed responses from which to choose. In addition, athreelevel, 10
point Likert scale was used to determine the relative importance of the questions and permission was obtained to use
organizations' names when reporting the findings.

Background Information on the Siemens - Telecom NZ Inter-Organizational Dyad

Siemens NZ consists of Siemens Communication Systems, Siemens Nixdorf and Siemens Building Technologies Ltd. Siemens
NZ has learnt that success requires relationship marketing, up-to-date design and attention to costs. Siemens NZ is one of the
world’ sleading providers of end-to-end solutionsfor voice, dataand mobile communication networks. Although, the NZ branch
only consists of twenty employees it receives directions from its head office in Europe (Germany). For example, Siemens NZ
products include keyphone systems, PABX systems, call center applications, voice mail, integrated cordless phones, computer
telephony integration (CT]1), interactive voice response and video conferencing equipments.
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Table 3. Definitions of the Constructs/Sub-concepts in the Theoretical Framework

Sub-concepts/

personal benefits of
10T

quality of the messagesthusleading to
competitive advantage benefits
derived from closer trading partner
relationship such as; open
communications, information sharing,
cooperation, and commitment

Constructs Dimensions Definition Evaluation Pointers
Trust in antecedent trust behavior that
Trading determines competence, predictability
Partners (I0T) and goodwill types of trust in trading
partners
Competence trading | ability, skills, knowledge and | examines the ability and skills of the
partner trust competence of trading partners to | trading partner,
perform business-to-business e- | dependence on trading partner
commerce correctly and completely
Predictability Consistent behavior of trading partners | examines consistent behavior trading
trading partner that allows another trading partner to | partner’ sreliability in keeping business
trust make predictions and judgments due | promisestrading partner’ s adherenceto
to past experiences poli cies, and terms of contract
predictability
Goodwill care, concern, honesty, and | examines trading partner’s willingness
trading partner benevolenceshown by trading partners | to share information demonstrate care,
trust that allow the other trading partner to | cooperation commitment, and being
further invest in their trading partner | honest
relationship
Perceived gains received by organizations that
Benefits of have adopted e-commerce
10T
Perceived benefitsderived fromdirect savingsin | examines reduction in transaction, and
economic benefits costs and time administrative costs
of I0OT
Perceived benefits derived from accuracy and | examines improved customer service,

product quality, improved productivity,
profitability increased sales, sharing of
risks, and competitive advantage
examines improved communication,
cooperation, sharing of information, and
commitment between trading partners

Perceived benefits derived from of the trading | examines organization’s image,
symbolic benefits of | partners long term business | increased long term investments, and
10T investments and improved reputation | continued trading partner relationship
Participation in the extent to which organizations have
E-Commerce engaged themselves in business to
business e-commerce
Extent of the volume, dollar value, and types of | examines the importance of
e-commerce business transactions exchanged | e-commerce for trading partner,
performance between trading partners percentage of e-commerce business,
volume of e-commercetransactions, and
dollar value of
e-commerce transactions
Extent of trading the extent of trading partner | examinestrading partner relationshipin
partner trust satisfaction and commitment a long term business investment,
relationship increaseslevel of open communication,
development increase level of cooperation,

increases level of commitment

774
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Telecom NZ is Siemens NZ established trading partner. Telecom NZ istotally dependent on us because their staff do not have
the necessary technical skillsto know about our products. Telecom NZ formsthe backbone of the tel ecommunication system for
New Zeal and and they obtain thetelecommuni cation partsand productsfrom SiemensNZ. Themanager of transport devel opment
in Telecom NZ isresponsible for the behind the scenes events like cross over wirel ess resource from the business that relates to
thetransport. Telecom NZ isalarge international organization with five hundred employeesin the Wellington branch. Telecom
isaprivate provider, mobile phones, Internet access, and Telco service provider. Telecom NZ product lines include phone and
all forms of telecommunications, mobile, Internet servicesthat iswe provide full service. Telecom obtains the technology from
Siemens NZ and manufactures what products for their customers. The L ogistics group and network delivery section of Telecom
NZ does the operation of applications. Telecom NZ has an intranet web site with Siemens NZ.

Table 4 summarizes the demographic background information of the organizations that participated in this study.

Table 4. Background Information on the Siemens - Telecom NZ Inter-organizational Dyad

Demographic Items Siemens NZ Telecom NZ
Interviewees Customer marketing manager Manager of Transport
Key accounting manager Accounting Manager
Sales consultant
Customer service manager
Number of Participant 4 6
Size of Organization Small Enterprisein NZ Large
Number of Employees 20 700
Main role of Organization Supplier and manufacturer of | Buyer and manufacturer of
telecommunication products telecommunication products
Type of Industry Private — telecommunications | Private — Telecommunication Industry
industry
Type of E-Commerce Extranet application Uses Siemens Extranet application
Application
Name of E-commerce Mainstream Express Uses Siemens Extranet application
application called Mainstream Express
Number of years of using 15 years but Mainstream 5years
E-Commerce application Expressfor the last 5 years
Types of business to Purchase order, order tracking | Purchase order, order tracking
business transactions information information
Number of Trading One in Wellington (NZ) Hundreds of trading partners
Partners distributing telecommunication
products, but only one trading partner
using an extranet application (that is
with Siemens NZ)

Findings and Discussion

Thefindings will be presented in the sequence of the research propositions. Quotes from the interviews (initalics) illustrate the
situational embeddedness and details of the emergence and perception of trust.

Research Proposition 1: Trading Partner Trust and Perceived Benefits of E-commerce

Trading Partner Trust in the Siemens - Telecom NZ inter-organizational dyad

It wasfound that trading partner trust wasimportant within the Siemens - Telecom inter-organizational dyad, astherewasaneed
for honest, timely delivery of accurate information in order to cooperate, collaborate and communicate timely and relevant
information that facilitated e-commerce. Thisentailsnot only technological proficiencies, but also trust between trading parties,
so that business transactions are sent and received in an orderly fashion.
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Competence Trading Partner Trust

Siemens NZ rated competence trust of their trading partner to be medium. ‘ Although Telecom staff were competent to undertake
business-to-business e-commerce operations, they do send us incomplete purchase orders.” For example, there were (human)
errorsin calculating exchange rates. Hence, Siemens NZ staff had to check and verify every order that camein. ‘ If the order was
incomplete Siemens staff informed Telecom staff via email that the order cannot be accepted explaining the reasons.’ ‘Siemens
staff educate Telecom staff so that Telecom end customers will have confidence in them’. For example, ‘there was one instance
in the beginning when Siemens was caught as Telecom customers were unhappy’. ‘Siemens delivered exactly what Telecom had
ordered and within the time frame requested, but it did not do the job correctly. Since then, Siemens takes on this additional
supporting role of correcting their orders thus, exhibiting care and concern. In this respect Telecom is dependent on us.’ ‘Siemens

staff do give seminar presentations to Telecom’s sales team about the orders, in terms of its functionality and its added value (key
benefits)’.

Telecom staff indicated that ‘we need to understand the technology and that Siemens NZ staff are competent, reliable, and do
provide Telecom with adequate operational support in the form of training. Information sharing occurs when there is early
identification of problems and trading partners take a proactive role in not reacting, but rather finding ways to solve the problem,
within a reasonable time scale that fit their needs and operations.’ * Telecom staff indicated that they do trust Siemens and the
continuation of that trust is based on the continuation of correct behavior .

Technology isonly amechanism for achieving end goals. Outcomesthat acustomer wantsand asupplier needswill requiretrust.
At the end of the day it is the business relationship that matters, not the technology.

Thus, SiemensNZ staff defined trust (or rather trustworthiness) as ‘being predictable derived from consistent behaviors’. ‘There
should be no surprises to either trading party. There should be an open dialog, as customers provide benefits (as in placing
orders) that are regarded important to suppliers’.

Predictability Trading Partner Trust

Siemens NZ rated predictability trust of their trading partner to be low when exhibiting consistent behaviors. One possible
explanation for thisisduetothehigh‘ turnover of staff at Telecom’. Siemensstaff indicated that they devel oped trust and goodwill
with certain key peoplein Telecom and the next thing you know they have | eft the company. Telecom staff do adhereto policies,
termsof contract and trading partner agreements. Contractsareabout risk management whichidentifiesand quantifiesrisks. There
should be a clear mutual understanding between the two trading partners, which can be emotional, practical and sometimes
mechanical. Therefore, contractscan act asapositiveinfluencein maintaining good businessrel ationships. They cover what needs
to be done rather than how things had to be done. If contracts were done properly, they can enhance trading partner relationships
and provide aframework for clear initiations.

The Telecom participant stated that “‘Siemens had access to Telecom forecasting processes, business development, and Telecom
staff do know what price they were charged for their goods, as it was pre-arranged in the contract’ .

Goodwill Trading Partner trust

Siemens NZ rated goodwill trust of their trading partners to be high. Thisis due to positive experiences with Telecom staff who
were open and honest. The reputation of Siemens NZ was based on their solutions that assist customers in maintaining their
competitive advantage in afluid and increasingly challenging environment.

Siemens NZ staff indicated that ‘we try to be positive to our trading partners’. ‘We write an email news service which Telecom
obtains three times a week, in addition to our newsletters’. * This is not a reciprocal arrangement. Having a contract means
nothing even if it spells out the procedures because it does not mean that an order will come in. ‘Sometimes we move into a loss
situation, and we feel whether it is worth doing the business.’ ' Telecom participants on the other hand stated ‘ we are interested
in solutions not individual items of sale, and encourage our trading partners to think outside the box with sound knowledge .
Furthermore, ‘we are in a competitive global environment, hence we have to abide to our contract to maintain confidential
information, intellectual property, and full confidentiality agreement, which allows us to disclose information, and protect our
network from being abused and that they can be trusted to solve our problems’ .

Telecom’s staff indicated that ‘Siemens NZ is not totally the driving force for e-commerce’. ‘Of course we look for speed,
simplicity, and cost which meets our purpose of undertaking e-commerce among other things that can be online purchasing and
the provision of invoices’. ‘Our end customers do not know where the technology came from. All they are interested is that the
phone line works when it needs to’.
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Hence, the participants statementsindicated a high rate of innovation and the search for system solutions rather than separate
building blocks required a certain amount of trust in order to compensate for non-contractible issues (Bakos & Brynjolfsson,
1993). The different roles of the companies were partly reflected in the different, i.e. asymmetric — although overall astonishing
similar - levels of trust. Table 5 below provides the findings of trading partner trust in the Siemens and Telecom NZ inter-
organizational dyad.

Table 5. Trading Partner Trust in the Siemens - Telecom NZ Inter-organizational Dyad
(information in brackets indicates importance on a 10 point Likert scale: Low-L = (0-3),
Medium-M = (4-6), and High-H = (7-10)).

Types of Trading Partner Trust Siemens Telecom NZ Impact on Perceived
NZ Benefits
Competence Trading Partner Trust
1. Ability, skills, knowledge Y (M-6) Y (H-7) Economic Benefits
2. Dependability Y (H-8) Y (H-7) Economic Benefits
Predictability Trading Partner Trust
3. Consistent behavior Y (L-3) Y (H-7) Personal Benefits
4. Reliability Y (M-5) Y (H-7) Personal Benefits
5. Adherence to policies, terms of contract Y (H-8) Y (H-9) Economic Benefits
6. Predictability of trading partner Y (H-7) Y (H-7) Personal Benefits
Goodwill TradingPartner Trust
7. Willingness to share information and provide support Y (H-7) Y (H-8) Personal Benefits
8. Care and concern Y (H-8) Y (H-8) Personal Benefits
9. Commitment and cooperation Y (M-6) Y (H-7) Symbolic Benefits
10. Positive feelings Y (M-5) Y (M-5) Symbolic Benefits
11. Long term trading relationships Y (H-7) Y (H-8) Symbolic Benefits
12. Effort and investment in the relationship Y (H-7) Y (H-7) Personal Benefits
13. Honesty Y (H-7) Y (M-6) Personal Benefits
14. Conflict and handling discrepancies Y (M-6) Y (L-3) Personal Benefits
15. Situation of pressure Y (M-6) Y (L-3) Personal Benefits
16. Security concerns Y (L-3) Y (L-3) Symbolic Benefits
17. Driving force Y (H-7) Y (M-6) Symbolic Benefits
18. Explicit agreements roles/responsihbilities Y (H-7) Y (H-8) Symbolic Benefits
Others N N

Research Proposition 2: Perceived Benefits and the Extent of E-commerce Participation

Theimpact of trading partner trust on perceived benefits of inter-organizational -trust wasfound to be important for e-commerce
participation.

Perceived Benefits of Inter-organizational-trust in the Siemens - Telecom Inter-organizational Dyad

Perceived Economic Benefits

Siemens NZ rated perceived economic benefits to be high, as costs savings were seen and derived from placing online orders.

Our key benefit was seen in the reduction of phone calls, as extranet applications provided one source of information, thus
contributing to savings in time and costs (economic benefits) from phone calls and emails about product information. Hence,
Siemens staff do not obtain many phone callsand email requesting order information, products, prices or placement of orders as
all thisinformation is automatically updated in the extranet site.

Perceived Personal Benefits

Siemens NZ rated most of the perceived personal benefits to be high. Perceived personal benefits were derived from improved
customer service and product quality, which was the result of information accuracy, as the order had to be verified before
confirmation thereby contributing to persona benefits in the form of trading partner satisfaction.
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Perceived Symbolic Benefits

Both Siemensand Telecom NZ rated perceived symbolic benefitsto be high. One possible explanation for thisisthat the buyers’
only look for trading partnersthat are easy to do businesswith and when problems arise, trading partners are expected to be quick,
reliable and efficient in fixing the problem.

Telecom staff indicated that improved communication and cooperation with Siemens staff devel oped their trading partner trust
relationships. In addition, they shared information that wasaccurate, timely, speedy, completeand relevant. Furthermore, Telecom
staff was able to receive accurate tracking information of the goods they ordered.

Telecom staff stated that ‘most large organizations do know who their suppliers are’. Siemens NZ does add credibility to us, as
they are our significant supplier for our technology parts. Table 6, below showsthefindings related to perceived benefits of inter-
organizational-trust for the Siemens-Telecom NZ inter-organizational dyad.

Table 6. Perceived Benefits of Inter-organizational-trust for Siemens - Telecom NZ Inter-organizational Dyad
(information in brackets indicates importance on a 10 point Likert scale:
Low-L = (0-3), Medium-M = (4-6), and High-H = (7-10))

Perceived Benefits of Siemens Telecom Impact on the Extent of
Inter-Organizational-Trust NZ NZ E-Commerce Participation

Perceived Economic Benefits

1. Reduced operation, transaction and administrative costs | Y (H-9) Y (M-6) E-commerce performance

2. Reduced error rates and accuracy of information N Y (H-7) E-commerce performance

exchanged

3. Faster response to orders and reduced lead time Y (H-9) Y (H-7) E-commerce performance

4. Reduced inventory levels and optimized supply chain Y (L-2) Y (H-7) E-commerce performance

Perceived Personal Benefits

5. Improved customer service and product quality Y (H-8) Y (H-8) Trading partner trust relationship
development

6. Improved productivity, profitability and increased sales | Y (H-9) Y (H-9) E-commerce performance

7. Gaining competitive advantage Y (H-7) Y (H-8) E-commerce performance

8. Sharing of risks with your trading partner Y (H-8) N Trading partner trust relationship
development

9. Improved communication and cooperation with your Y (H-9) Y (H-7) Trading partner trust relationship

trading partners development

10. Sharing of information that is, accurate, timely, Y (H-9) Y (H-7) Trading partner trust relationship

speedy, complete, and relevant development

11. Increased level of commitment with your trading Y (H-9) Y (H-7) Trading partner trust relationship

partners development

Perceived Symbolic Benefits

12. Improved organization’ s image and reputation Y (H-7) Trading partner trust relationship
development

13. Increased long term investments, and continued trading | Y (H-8) Y (H-8) Trading partner trust relationship

partner relationships development

Other factors N N

Conclusions

Thisstudy differsfrom previous research intwo important respects. First, rather than inferring the level of e-commerce adoption
from technical and economic features, the theoretical framework examines behaviora characteristics of trading partners in
business-to-business e-commerce. Secondly, the primary emphasisof prior research wason transaction economicsand/or external
pressure (socio-political). In contrast, the attention in thisstudy was on theimportance of inter-organi zational trustine-commerce
participation.
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The case study is pretty much a story about the necessary embedding of e-commerce solutions into inter-organizational
relationships, which may function as antecedents for an electronic linkage or will need to be developed concurrently with the
implementation of e-commerce. The different dimensions of trust highlight the complexity of inter-organizational relationships
and remind us how powerful - and vulnerable at times—trust can be. Organizations that want to establish successful e-commerce
solutions with their business partners will have to build and maintain trust high on the agenda of their managers and staff.

The importance of this study is three fold. Firstly, the study contributes to theory by extending existing theory and building an
integrated framework of inter-organizational trustin business-to-businesse-commerce participation by incorporating theoriesfrom
a multi-disciplinary literature. The framework not only uses an economic perspective, but also political, behaviora and
organizational perspectives. Secondly, the study contributesto practice by increasing the awareness of e-commerce practitioners,
and implementerswho will be checking for antecedent trust behaviorsintheir trading partners. Trading partnerswill beinabetter
position to select and evaluate trust and security based mechanisms, and screens other trading partners, in order to protect
themselves against opportunistic behaviors. Thirdly, thisstudy contributesto research, asinter-organizational trustine-commerce
is just beginning to be studied. Furthermore, although the study only took a micro perspective of inter-organizational trust in
dyadic relationships, it does provide an avenue for alongitudinal study.

Asthe study examined only two cases, our findings arelimited in their generalization. Although, the complete study on thistopic
examined ten organizations that formed six inter-organizational dyads, and the two organizationsin this paper had astrong focus
on telecommuni cation products, their findingswoul d not necessary holdtruefor theentireindustry. Thefindingsprovideevidence
that e-commerce technology alone isinsufficient for successful e-commerce participation. It istherefore important to build and
maintain positive trading partner trust relationshipsin order to increase e-commerce participation.
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